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Greetings from the OPTIMiSM Team! We are happy to present the July 2018 issue before you.  

The world celebrated June 27, 2018, as Second UN MSME day, acknowledging the remarkable 
contributions of the MSME sector to a nation’s growth. Taking the initiative forward, SIDBI launched MSE 
Award in collaboration with The Economic Times (http://www.sidbietindiamseawards.in). The platform 
shall recognise and reward MSEs for their outstanding achievements in manufacturing and service sector. 
In addition, SIDBI as part of its MSME development initiatives, organised exposure visits of micro and small 
units to medium and large units leading to an immense cross learning. 

Further, second edition of TransUnion CIBIL- SIDBI MSME Pulse Report was released on June 20, 2018. 
The report highlighted the positive credit growth in MSME sector with waning of temporary degrowth 
witnessed on account of coming to terms with impact of Demonetisation & GST implementation. The data 
shows that the MSME are back on track and reflecting optimistic outlook at least for near future. 

The other regular features are presented for our readers.  
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On the occasion of the Second UN MSME day on June 27, 2018, SIDBI and The Economic Times have joined 
hands to bring the first edition of SIDBI-ET India MSE Awards, a platform created to recognize and reward 
performers in both the micro and small enterprise categories, for some outstanding achievements in the 
manufacturing and services sector. The awards will be a celebration of contributions of those MSEs which 
have contributed to the ‘Make in India’ initiative and can be an inspiration to millions of other enterprises 
across the country. 
 

 
The second edition of TransUnion CIBIL- SIDBI MSME Pulse Report for the quarter April-June, 2018, 
released on June 20, 2018, reveals that overall commercial credit exposure (Y-o-Y) has shown the highest 
growth rate in the last five quarters. The Micro and SME segment contributed to ~23% of total commercial 
credit outstanding and recorded higher growth rates of credit as compared to the medium and large 
corporates. The report stated that while the growth in NPA rate has moderated, it is too early to conclude 
that the NPA problem is close to bottoming out. The report further highlighted that RBI’s dispensation to 
MSME which includes recognizing NPA in 180 days as opposed to previous approach of tagging NPA in 90 
days past due will bring relief to `15,000 crore of MSME exposure. 
 
 

SIDBI had been providing working capital facilities to its MSME customers, which was being channelized 
through a commercial bank’s platform. To provide more customer friendly digital interface, SIDBI and Yes 
Bank entered in a MoU for facilitating smooth flow of working capital from SIDBI based on a robust 
platform of Yes Bank. Besides, Yes Bank would offer value added services to such customers, including 
digital banking, current accounts, cash management services (CMS) etc. 

SIDBI in the News 

Yes Bank inks MoU with SIDBI to provide loans to MSMEs 

MSMEs maintain positive credit growth - MSME Pulse report 

SIDBI ET India MSE Awards 
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With an objective of providing MSMEs an opportunity 
to understand, cross learn and giving an opportunity for 
interaction with large vendors, SIDBI under its 
Promotion & Development (P&D) initiative for MSMEs, 
is organizing a series of exposure visits of Micro and 
Small units to Medium & Large units across country. A 
total of 36 visits covering 900+ MSEs are envisaged.  The 
visits shall help Micro & Small units in understanding 
the best industry practices. The visits shall broaden 
their understanding about the latest production 
process, lean management, energy efficiency 
measures, automation, safety security environment, 
corporate governance etc., to improve their 
competitiveness. 

 

 

 

 
 

Exposure Visits by SIDBI 
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Images of Exposure Visits: 
 

     
 
SIDBI Pune, organized visit for MSE 
entrepreneurs engaged in manufacturing of 
general engineering products to manufacturing 
unit of Tata motors. 
 
 

SIDBI Chandigarh, organized visit to Maruti Suzuki 
India Ltd., to help them imbibe best practices in JIT, 
ERP and production management from a global 
corporate leader.  

 
 

     
 
SIDBI Tirupur, organized exposure visit to SRG 
Group, engaged in manufacturing of child ware 
goods, at Tirupur. Twenty-five MSEs participated 
in the visit.  
 
 
 
 

SIDBI Guwahati, organised exposure visits of 25 
artisans, including 18 women, in handloom cluster 
of Sualkuchi, Kamrup to provide them exposure to 
modern manufacturing practices. Visits to Nath 
Industries, Bastra Udyan, Thowlin Graphics Ghar, 
Jaya Silk Factory and Dandiram Das Silk Factory, 
were undertaken during the exercise.  
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One Year of IBC 

Shri Ramesh Kumar  
AM, ERDAV, SIDBI, Mumbai 

 

Last June, RBI released a list of 12 NPA cases which accounted for 25% of the total NPAs of the Banking 
Industry, with a total exposure of `2.54 lakh crore, for time bound resolution under the framework of 
Insolvency & Bankruptcy Code (IBC).  

 

A good start:  
The 12 accounts are led by SBI (six of them), PNB, ICICI Bank, Union Bank, IDBI Bank and Corporation Bank. 
Out of the list, Bhushan Steel, which has a debt of around `45,000 crore, was the first one to be resolved 
under IBC law and was acquired by Tata Steel with a resolution plan of `32,5000 crore, translating to a 
haircut of around 27% for the lenders. The second account to be resolved was Electrosteel, which was 
acquired by the Anil Agarwal led Vedanta. Subsequently NCLT approved the JSW-AION resolution plan of 
`2,875 crore for Monet Ispat and Liberty House resolution plan of ̀ 4,334 crore for Amtek Auto. In respect 
of Jyoti structures, NCLT rejected the resolution plan and ordered for liquidation. As per IBBI Chairperson, 
a total of 850 cases have been referred to NCLT and 130 of them are either in the stage of resolution or 
liquidation.  

 

 

44,478

37,284 37,248

44,365

22,075

14,074
12,115

10,274 10,065 9,635
6,953 5,165

Loan Default in ̀  Crore

Special Article 
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Lot more to follow:  
The Central Bank identified 28 more accounts which account for 60% of total NPA of Banking industry for 
resolution under IBC in December last year. The two lists accounted for approx. `4 lakh crore of Non-
performing asset. A lot more are expected to be added to the IBC kitty in view the RBI’s revised 180 days 
timeline for implementation of resolution plan for accounts where aggregate exposure is above `2,000 
crore, failing which they would have to be referred to IBC. The code has led to a paradigm shift in the 
lender-borrower relationship as it is visible from the fact that promoters of over 21,000 companies, who 
have defaulted on their loan repayment, have paid outstanding dues worth ̀ 83,000 crore to banks, before 
initiation of action under IBC and a majority of the payments came in after the barring of promoters of 
NPA tagged entities from bidding under IBC (source: Times of India). As per data submitted to the Rajya 
Sabha, the financial creditors have realised claims of approximately `47,426.75 crore in 26 cases where 
resolution plans are submitted under the IBC framework since its enactment (Source: ET). The resolution 
initiatives are gaining traction and there is a thinking on the lines of setting up new benches to expedite 
the process. 
 
The successful resolution of the larger chunk of the NPAs through IBC and the unburdening of the Banking 
system from the huge provisioning requirements, complemented by the impetus from the government, 
is expected to clear the way for enhanced credit flow to the MSME sector.  

 
******* 
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Redefining MSMEs in a Global Perspective 

Km. Vandita Srivastava  
AM, ERDAV, SIDBI, Mumbai 

 
Micro Small and Medium Enterprises (MSMEs) have repeatedly proved themselves to be the backbone of 
any economy. They generate employment, create entrepreneurs, make significant contributions to 
exports, serve as hubs of innovation, not to mention their role in fulfilling the social agenda. The MSME 
sector across the world, has therefore always enjoyed the support of incentives in both monetary and 
non-monetary forms, including credit, subsidies, guarantees, tax incentives, mentoring, advisory services 
etc. 

Accordingly, it becomes increasingly important to decide the criteria based on which MSMEs must be 
defined so as to ensure smooth and focused flow of support to the sector from the government, 
multilateral agencies, non-government institutions etc., thereby ensuring unhindered growth of the 
sector. However, even in the Indian context, despite the MSMEs being defined under the MSMED Act 
2006, various stakeholders of the MSME space follow their own definitions for various purposes. Further, 
across the globe, countries have used various parameters ranging from number of persons employed, 
capital infused, turnover, ownership etc., or combinations of these factors, to define MSMEs.  

The variations in the definition of these entities, as prevailing in some of the countries, could be 
summarized as: 

Country No. of 
Employees Industry Turnover Capital/ 

Investment Assets 
Distinguish 

between Micro, 
Small & Medium 

United States ✔ ✔ ✔    

Japan ✔ ✔  ✔  ✔ 
European Union ✔  ✔   ✔ 

Brazil ✔     ✔ 

Russia ✔  ✔   ✔ 

China ✔ ✔ ✔  ✔ ✔ 
South Africa ✔ ✔ ✔  ✔ ✔ 
India    ✔  ✔ 

A deep dive into the details of MSMEs across geographies highlights the level of heterogeneity.   

 

 

Special Article 
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Advanced Economies 

I. United States (US) 
Small Businesses account for 98% of all identified US exporters and support nearly four million jobs in 
communities across the country through both direct and indirect exports. 

The US Small Business Administration (SBA) defines the Small Enterprises, for dissemination of its 
financial assistance programmes, either based on annual receipts or number of employees, across 
different economic activities. The definition varies with industry. Largely, the widely used size standard 
in respect of most manufacturing industries is 500 employees whereas it is USD 7 million in terms of 
average annual receipts for most non-manufacturing industries. Similar definitions are carved out for 
various other activities including service activities.  

II. Japan  
SMEs in Japan account for around 99% of all enterprises, 70% of employment and more than 50% of all 
the Value Added in manufacturing industry.  

SMEs are defined as per the SME Basic Act enacted in 1963 and revised in 1999. The definition as per 
the Act is based on capital and employees in respect of SMEs and employees in respect of Micro 
Enterprises. 

Particulars 
Definition in the SME Basic Act 

SME Operators Micro enterprises 
Industry Type Stated Capital Employees Employees 
Manufacturing ¥ 300 million or less 300 or fewer 20 or fewer 
Wholesale ¥ 100 million or less 100 or fewer 5 or fewer 
Service Industry ¥ 50 million or less 100 or fewer 5 or fewer 
Retail ¥ 50 million or less 50 or fewer 5 or fewer 

III. European Union (EU) 
SMEs represent 99% of all businesses in the EU and they are defined in the EU recommendation 
2003/361. The main factors determining whether an enterprise is an SME are headcount and turnover 
or balance sheet size. 

 
Enterprise Type Employees Turnover or Balance sheet total 

Medium < 250 ≤ € 50 m ≤ € 43 m 
Small < 50 ≤ € 10 m ≤ € 10 m 
Micro < 10 ≤ € 2 m ≤ € 2 m 

 

 

 



 
July - 2018                                                             OPTIMiSM 
 

 

 Page 9 

BRICS Nations  

I. Brazil 
Contributing 20% to the GNP (320 billion Dollars), generating 60% of formal employment (56.4 million), 
SMEs account for 99% of the Brazilian enterprise pool.  
As per an IFC report, the SMEs are defined as per the number of employees.  

Particulars Employees 

Micro 0-9 
Small 10-49 
Medium 50-249 

II. Russia  
The federal law #209-FZ "On small and medium business development in the Russian Federation" which 
defines small, medium-sized and micro enterprises was adopted in 2007.  

Particulars Employees Turnover 
Micro 1-15 RUB 60 mln. ≈ € 1.4 mln 
Small 15-100 RUB 400 mln v≈ € 9.6 mln 
Medium-sized 101-250 RUB 1 bln ≈ € 24 mln 

 
III. China 

The SME definition in China is given as per the Interim Categorizing Criteria on Small and Medium-sized 
Enterprises (SMEs), published in 2003 and is based on the SME Promotion Law of China. 
The definition is comprehensive and specific to various sectors. The definition for SME in Industrial 
sector is based on the criteria of employment, revenues and assets. 

Particulars Employees Total Assets Turnover 

Industry Small <300 <¥ 40 million <¥ 30 million 
Industry Medium 300-2000 <¥ 40 million - 

¥ 400 million 
<¥ 30 million - 
¥ 300 million 

 
IV. South Africa 

The SMEs in South Africa are defined as per the National Small Business Act. It is based on certain criteria 
like the sector/ sub-sector; the classification-micro, very small, small, medium; employees; turnover; 
total gross asset value excluding fixed property. As per the comprehensive definition, SMEs include those 
having one or more of the following characteristics: 

 Fewer than 200 employees 
 Annual turnover of less than Rand 64 million 
 Capital assets of less than Rand 23 million 

 



 
July - 2018                                                             OPTIMiSM 
 

 

 Page 10 

V. India  
Prior to the Micro, Small and Medium Enterprises Development Act, 2006 (MSMED Act, 2006), the small 
businesses in India, termed as Small-Scale Industries (SSIs) were defined as those with investment in 
plant and machinery up to `1 crore (though it was higher at `3 crore for a short period and then 
reversed), provided it were not owned by or controlled by a subsidiary of any other industrial 
undertaking.  

A single comprehensive Act for development and regulation of small enterprises had been a long 
outstanding demand of the Sector so as to free it from a plethora of laws and regulations. 
Recommendations to provide for a proper legal framework for small sector to relieve it of the 
requirements to comply with multiple rules and regulations were made by the various Committees.  

The definition as per the MSMED Act, 2006 is based on investment in plant & machinery for 
manufacturing sector and investment in equipment for service sector enterprises. 

Manufacturing Sector 

Enterprises Investment in plant & machinery 
Micro Enterprises ≤ `25 lakh 
Small Enterprises > `25 lakh but ≤ `5 crore 
Medium Enterprises > `5 crore but ≤ `10 crore 

Service Sector 
Enterprises Investment in equipments 

Micro Enterprises ≤ `10 lakh rupees: 
Small Enterprises > `10 lakh but ≤ `2 crore  
Medium Enterprises > `2 crore but ≤ `5 core 

Though, further on, there were efforts to raise the ceiling in investment in plant & machinery for MSMEs, 
they did not crystallize.  

To enhance the ‘ease of doing business’ by MSMEs, the Indian Cabinet has in February 2018 approved to 
move away from classification of MSMEs based on investment to that based on annual turnover.  

 

 
 
 
 
With the world now a global village, it is imperative to look at cross country comparisons of the MSME 
definitions, so as to facilitate borrowing of best practices and level playing field.  
  

Enterprises 
(Manufacturing/ Service) 

Based on Annual Turnover 

Micro Enterprises ≤ `5 crores 
Small Enterprises > `5 crores but ≤ `75 crores 
Medium Enterprises > `75 crores but ≤ ̀ 250 crores 
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Case for Consistency: 
Most of the nations look at multiple criteria, making it a complex affair to define MSME. As China looks at 
their SMEs (employees upto a maximum of 2000), the definition can include relatively large firms. 
Consequently, what is regarded as an SME in China may be quite large relative to a SME in another 
country. While number of employees, revenues and asset value appear to be somewhat common criteria, 
the caps prescribed under these criteria are at wide variance, even within the BRICS nations.  

Further, each of these criteria on individual basis have their own shortcomings. The definition by 
employees has a possibility of being misused in terms of permanent & part-time employees thus leading 
to otherwise larger entities getting into the ambit of SMEs or the other way around. Similarly, enterprises 
engaged in services may boast of higher employees as compared to manufacturing activity. 

In respect of asset-based definition, the Indian definition is more rational and well defined as it includes 
fixed assets based on original investment value (on invoice basis) and goes to the extent of specific listing 
of inclusions and exclusions by way of costs and type of assets. However, from a lenders perspective, 
issues remain. While the registrations are based on self-declaration, the onus of establishing the MSME 
category remains with the lender. The type of auxiliary assets which qualify as productive assets and hence 
to be included in the investment value, is unclear. It also works as a disincentive to add assets and grow 
vertically and leads to horizontal expansion, to continue to be eligible for the benefits. The factoring in of 
inflationary aspects in the asset value cannot be a high frequency exercise. 

Turnovers are commonly seen as being used by various countries, though given the differences in 
turnovers based on different economic activities, most countries have gone in for complex definitions 
across various activities. Also, some countries, in particular the developing countries, would face the issue 
of reporting of the correct turnovers. In the Indian context, the proposal to move from investment limits 
to turnover criterion is a welcome change particularly from the perspective of GST Network, which would 
ease out validations. 

In the SME forums, there have been discussions on a Universal definition and one such formula has been 
suggested by Tom Gibson and H. J. van der Vaart:  

“An SME is a formal enterprise with annual turnover, in U.S. dollar terms, of between 10 and 1000 times 
the mean per capita gross national income, at purchasing power parity, of the country in which it 
operates.” 
 
The definition takes the turnover as the base and the economic disparities between countries are ironed 
out using the common factor of a multiple of per capita GNI of a particular country. The acceptability of 
the above definition as a universal solution is subject to debate.  
 
There certainly appears to be a case of universality in the definition of MSMEs. However, while reviewing 
the definitions whether locally or internationally, the ultimate question to be answered is, whether the 
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definitions have resulted in flow of benefits to the rightful beneficiaries, who are expected to contribute 
significantly to the economy. Further, extra care is required on the definition of micro units, considering 
they are more vulnerable, unorganized, constitute a larger portion of the total MSME segment and are 
the flag bearers of the financial inclusion agenda.  

Suggested Readings: 

1. Tom Gibson and H J van der Vaart (2016): Some of the inputs are from the paper – Defining SMEs: A 
Less Imperfect Way of Defining Small and Medium Enterprises in Developing Countries 

2. Khrystyna Kushnir: How Do Economies Define Micro, Small and Medium Enterprises (MSMEs)?  
 

******* 
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Bill specifying the classification of the MSMEs based on annual turnover as against the current 
categorisation based on investment in plant and machinery/ equipment’s has been presented in the Lok 
Sabha. The move to re-define MSMEs based on Annual Turnover is aimed to improve the ease of doing 
business due to reduction in transaction costs incurred in verifying the MSME status of an entrepreneur. 
Further, the same can be calibrated with the data flowing in the Goods and Service Tax Network (GSTN). 
The proposed definition is as under:  

Enterprises (Manufacturing / Service) Annual Turnover 

Micro Enterprises  ≤ `5 crores 
Small Enterprises > `5 crores but ≤ `75 crores 
Medium Enterprises > `75 crores but ≤ `250 crores 

 

    
Representations made by exporter MSMEs to the Central Board of Indirect Tax & Customs (CBIC) for held-
up IGST Refunds has led to setting up of a ‘Help Desk’ at the offices of Federation of Indian Export 
Organization (FIEO) (10 offices) and Apparel Export Promotion Council (AEPC) (Tirupur Office), as part of 
Refund Fortnight (facilitating refund claims), for expeditious resolution of IGST refund related issues.  

 

 
The Hon’ble President of India inaugurated the ‘Udyam Sangam 2018’, a conclave organised by the 
Ministry of MSME for encouraging dialogue and partnership among various stakeholders of the MSME 
ecosystem and for promoting innovation and knowledge sharing on MSME related issues. 
On this occasion, the Solar Charkha Mission of the Ministry was also launched by the President. The 
Mission intends to cover 50 clusters and every cluster will employ 400 to 2000 artisans. The Mission has 
been approved by the GoI for which the MSME Ministry will disburse subsidy of `550 crores to the 
artisans.
A Website of the Ministry named ‘Sampark’ was also launched which will act as a bridge between the 
talent pool and those enterprises seeking trained man power. Nearly one lakh fifty thousand persons have 
received training in the 18 State-of-the-art Technology Centres of the MSME Ministry last Year.  

  

 
The MSME ministry is considering setting up an export promotion cell for improving the shipment levels 
of khadi, leather and coir, and identifying clusters that can export directly or through aggregators thus 
boosting the exports of MSMEs. 
 

MSME News Round-up 

Help Desk set up for expeditious release of IGST Refunds to MSMEs 

Bill presented in the Lok Sabha for changing the MSME definition 

President inaugurated the ‘Udyam Sangam 2018’ on the UN MSME Day  

Creation of an Export Promotion Cell 
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Shri Suresh Prabhu, Union Minister Inaugurated 5th edition of India International Start-up expo on June 
22, 2018. The three-day event aimed at boosting MSMEs, Start-ups and budding young entrepreneurs and 
provided the much-needed unified global platform for networking and assist Start-ups in exhibiting their 
ideas. 
 
 
 Special exemption has been granted for the MSME Sector, in the IBC provisions, whereby 

promoters of MSMEs are exempt from disqualification from bidding for his enterprise undergoing 
Corporate Insolvency Resolution Process (CIRP) unless declared willful defaulter or disqualified 
otherwise. The Ordinance also empowers the Central Government to allow further exemptions 
or modifications with respect to the MSME Sector, if required, in public interest. 

 RBI temporarily allowed banks and NBFCs to classify their exposure, as per the 180 days past due 
criterion, to all MSMEs, including those not registered under GST, as a ‘standard’ asset, subject to 
certain conditions, to encourage formalisation. 

 

 

 

 

 

 

5th India International MSME Start-up Expo 

Other recent initiatives 
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The 73rd Round of the National Sample Survey Organisation (2015-16) on Unincorporated Non-
Agricultural Enterprises (excluding construction) pegs the number of MSMEs in the country at 6.34 crore 
providing employment of around 11.1 crore.  

 

                             Sector-wise number of Enterprises (in crore)                    Sector-wise employment (in crore)  

 

Percentage of enterprises by status of registration for Rural and Urban sectors 

******* 

 

Manufacturing, 
1.97, 
31%

Services, 
2.07,
33%

Trade, 
2.30, 
36%

Manufacturing, 
3.6,
32%

Services, 
3.6, 
33%

Trade, 
3.9,
35%

20.9
41.4 30.9

79.1
58.6 69.1

Rural Urban Total

Registered Unregistered

NSSO - 73rd Round (2016) in charts 

6.34 crore 11.10 crore 
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Samridhhi - the virtual assistant, has also been launched on the banks revamped 
universal loan portal www.udyamimitra.in

******** 
 

अ वीकरण/ Disclaimer 
इस अंक म दए गए वचार, समाचार, ट प णयाँ, सूचनाएँ, लेख और वचार मु य प स ेवैि वक और रा य तर के 
व भ न ोत , जैसे - ऑनलाइन, यि तगत प से और मु त ोत  के मा यम से उपल ध समाचार/ वचार  के 
संयोजन पर आधा रत होते ह एवं ये ज र  नह ं है क वे भारतीय लघु उ योग वकास बक ( सडबी) के वचार ह । 
य य प कसी भी गलती या चूक से बचने के लए हर संभव यास कया गया है, तथा प इस काशन म दए गए 
ववरण , वचार , राय, ट प णयाँ आ द क  ामा णकता के लए या कसी भी गलती/ भूल-चूक के लए सडबी उ तरदायी 
नह ं होगा।  
The views, news, comments, information, articles and opinions contained herein are mainly based on 
collation of different news/ views available from sources, such as, online, in person and printed resources 
- both globally and nationally, and thereof are not necessarily the views of the Small Industries 
Development Bank of India (SIDBI). While every effort has been made to avoid any mistake or omission, 
SIDBI would not be, in any way, liable for the authenticity of data, views, opinions, comments, etc. and for 
any mistake/ omission or commission in this publication or any nature, whatsoever. 
 

 
 
 
 
 

प का को समृ  बनाने के लए आपके सुझाव  और त याओं का वागत है। सुझाव और त याएँ 

erdav@sidbi.in पर भेजी जा सकती ह 

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

 

Dashboard April 30, 2018 May 30, 2018 June 30, 2018 July 31, 2018 
No. of Lenders - logged in 145    145  145  145 
Branches started Login 107655  107705  107712  107712 
Total registrations 143062  146651  158407  172326 
Total HH requests resolved 23951  27637  29323  30855 
Total loan applications 25071  29116  31475  34240 
Total applications sanctioned 4098  4182  4308  4405 
Total applications disbursed 3348  3422  3530  3612 

Udyami Mitra - Portal 
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