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Focus on MEDIUM sector of MSMEs

Good news: we are in a position to restore near

normalcy to three-fourths of the districts.

Bad news: economic activity is located

disproportionately in the remaining quarter of

the districts.

The Hong Kong Flu: two successive waves in

1968-69 and 1969-70

It killed nearly a million people worldwide

including 1,00,000 in the United States alone.

Return to full normalcy in the entire country due

to Novel Coronavirus may take 1-1.5 years.



One particular weakness of India: vulnerability of a
very large proportion of Indian population to a
disruption in economic activity.

Too many Indians are unable to fend for themselves for
even a few days if economic activity comes to a
standstill.

Small size of economic units in nearly all sectors of
the economy.

Agriculture: 48% of all land holdings are smaller than
half hectare in size.

Economic Census 2013-14: 72% of all enterprises in
India are Own Account Enterprises (OAEs). OAEs do
not employ a single hired worker on a regular basis.



The Periodic Labour Force Survey (PLFS) found

that only 9% of India’s workers are employed in

enterprises with 20 or more workers.

That leaves more than 400 million workers in

either smaller enterprises or agriculture.

Even in normal times, banks do not loan to these

small enterprises.

It is simply not cost effective for them to assess

creditworthiness of tens of millions of tiny

enterprises and keep track of repayments.

April 2015 – Nov 2019: Govt has disbursed Rs

10.24 trillion to 208.4 million accounts.



Medium size enterprises, usually defined as those

employing 50 to 200 workers, can be a great

source of gainful employment.

But it is these and larger enterprises that drive

productivity growth in an economy.

Even micro and small enterprises become more

productive when they work side by side with

medium and large enterprises.

Creating a policy environment that can eventually

move half of our workforce to medium and large

enterprises would be the surest way to give the

workers standing power against crises.



Infosys founder NR Narayana Murthy

India could see more deaths due to hunger than

from the pandemic.

The country must accept the coronavirus as the

new normal, and facilitate the return-to-work of

able-bodied while protecting the most vulnerable.

India’s mortality rate of 0.25-0.5% of total

positive cases was very low compared with the

developed countries.

Murthy said around 190 million Indians are

employed either in the informal (unorganised)

sector or are self-employed.



Murthy said most businesses have lost 15-20% of

their revenues, and this would have a bearing on

the government’s tax and GST collections.

The International Monetary Fund has estimated

India’s GDP growth to slow down to 1.9% this year,

from 4.5% last year, he said.

Instead of one shift, make it three shifts, so that

people are dispersed and follow social distancing.



MSMEs

Bankers want a near total government

guarantee on all incremental loans sanctioned to

micro, small and medium enterprises (MSMEs),

and also on up to 20% of new asset purchases

from non-bank lenders.

Tough negotiations are going on with the

government on these two issues, with bankers

reluctant to budge on their demands and the

government undecided on how much it can offer

as a guarantee.

A sovereign loss guarantee on loans to MSMEs

will not only give banks comfort but will also

lower bank risk weights.



Restaurants 

Four out of every 10 restaurants and cloud

kitchens will likely be permanently shuttered in

the absence of a government bailout.

A turnover of ₹4 lakh crore and provided direct

employment to over 7 million.

National Restaurant Association of India: nearly

70% fall in food delivery business.



FDI Rules and Taiwan

India’s move to scan foreign direct investment (FDI)

from China has left a trail of questions.

Will New Delhi screen investments from Taiwan?

India doesn’t recognise the sovereign status of Taiwan

while Chinese leadership continues to claim sovereignty

over the East Asian state.

What about an existing Chinese investor infusing capital

when the Indian partner is unable to chip in funds?

Some other MNC banks which offer custodial services

and offer fund flow of foreign investors may approach the

Reserve Bank of India (RBI) for clarity.
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Do you know? 
Nalanda = Na+alam+Daa, meaning “no stopping of the gift of knowledge”

So do gift share this lecture with your loved ones. Thanks 


