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MSMEs in India

Small
10.2%

Medium
0.4%

Micro
89.4%

Source: MSME Annual Report 2016-17

Manufacturing
44%Services

56%

80.5 million 
jobs created by 

MSMEs

Manufacturing Sector
Micro Does not exceed Rs. 25 Lakhs 
Small More than 25 lakh rupees but does not exceed Rs. 5 Cr
Medium More than 5 Cr rupees but does not exceed Rs. 10 Cr

Service Sector
Micro Does not exceed Rs. 10 Lakhs 
Small More than Rs. 10 Lakhs but does not exceed Rs. 2 Cr
Medium More than Rs. 2 Cr but does not exceed Rs. 5 Cr

Distribution of all MSMEs in India a{a9Ωǎ {ŜŎǘƻǊ {Ǉƭƛǘ
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Unorganised Sector: SMEs at a disadvantage

Challenges:

1. No branding and no assurance of quality

2. Products with lowest prices (imported from China) 
are sold by SMEs.

3. Unable to expand customer base

4. Unable to reach international markets

5. Lack of an efficient supply chain

6. No platform to advertise their products

7. High priced logistics: 

Å Transportation
Å Warehousing
Å Inventory Management
Å Packaging challenges etc.

Source: MSME Annual Report 2016-17
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Unorganised sector promotes and sells cheap products which are mostly imported irrespective of quality
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Unorganised Sector: Inefficient Supply Chain

FARMER

MANDIAGGREGATOR COLLECTING, PROCESSING,
PACKAGING & DISTRIBUTION 

CENTRE
MANDI

WHOLESALE MARKETS

SUB-WHOLESALE 
MARKETS

RETAILERS SUPERMARKETS

EXPORTS

CONSUMER

Farmer Earns

Consumer Pays

Example of Farmer cultivating 
Tamarind in Jharkhand

Issues:
1. Too many middlemen
2. High priced logistics
3. Lack of a proper supply chain
4. Low profit for the farmer

Rs. 8/kg

Rs.170/kg

Big Basket.com price on 
8th June 2017
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Potential 
Solution
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Organised Retailers: A solution for the MSMEs

SME MANUFACTURER

RETAILER 
(Online/ Physical)

CONSUMER

WHOLESALER/
DISTRIBUTOR

Integrating SMEs into the Efficient Supply Chain

More Benefits

1. Quality check 

2. Opportunities to upskill

3. Marketing support 

(Digital marketing)

4. Innovative Technology

Global Retailers to 
Invest in India

Retail Make in India products 
sourced from SME

Boost to SME Manufacturer

New Markets; More Jobs  
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Organised Sector: A solution for the farmer & MSMEs.

FARMER

MANUFACTURER

RETAILER

CONSUMER

WHOLESALER/
DISTRIBUTOR

Manufacturer
&

Wholesale 
Distributor

&
Retailer

& 
Marketplace 

Farmer Earns

Consumer Pays

Example of Farmer cultivating Tamarind 
in Jharkhand

Dabur 
introduced 
seedless 
tamarind for 
the farmers

Rs. 80-90/kg

Rs. 170/kg

Advantages: 
1. Reduction in middleman
2. More price to the farmer
3. Faster movement of goods
4. Integration of SMEs into 

the supply chain

Big Basket.com price on 
8th June 2017
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Export: SMEs global reach just a click away!

TRADITIONAL OFFLINE EXPORT 

Entity No. of SME Sellers for Exports Details

Amazon 50,000
Access to 9 markets

(Source: ET, Chowdhury, 2017)

Ebay 25,000
68% of these are SMEs 

(Source: ET, Chowdhury, 2017)

Source: Ebay.in

Exporter

Buying House

Importer

Distributor

Retailer

Global Buyer

Rs. 1000

Rs. 1200

Rs. 1400

Rs. 1600

Rs. 1800

Rs. 2000

ONLINE EXPORT 

Seller gets 
50% more 

Buyer pays 
25% less  

Exporter

Global Buyer

Rs. 1500

Rs. 1500
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Source: BCG 2015 
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Retail Sector in India
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Retail Sector in India

Organized Retail to grow to US$ 180 Billion by 2020. 

Consumer Market:

3rd largest (2025)

40% of population in urban cities 

(2020)

Consumer spending 

US$ 4 Trillion (2025) 

15 62
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2005 2010 2015e 2020p

Organized

Unorganized

US$ Bn

17%

83%

Source: BCG 2015 & AT Kearny 2016  

10%

90%
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Performance of SMEs: Global Survey

SRI  LANKA

PHILLIPINES

WITH FDI in Retail : 60% positive WITHOUT FDI in Retail: Mostly Dissatisfied

KAZAKHASTAN

Yes

Somewhat Yes

PAPUA 
NEW GUINEA

About business conditions as compared to one year ago

Source: Asian Development Bank Report 
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Impact of 100% FDI in MBRT on SMEs: CII Survey in India

21%

31%
33%

8%
6%

0%

5%

10%

15%

20%

25%

30%

35%

Excellent  >
20 %

High
10-20 %

Moderate
5-10 %

Low 0-5% Negative
Impact

Opinion on Impact on Growth of Sales

Positive
48%

No Change
35%

Negative
17%

Opinion on Impact on Employment

% of Growth of Sales

Source: National Small Industries Corporation 
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Advantages of Foreign Retailers Coming to India 

Local stores as 
delivery & pickup 
points

Advantage 
Consumer

Reducing wastages 
by upgrading 
infrastructure

Creation of large 
number of direct & 
indirect jobs

Online market to 
ƛƴŎǊŜŀǎŜ {a9ǎΩ ǊŜŀŎƘ ǘƻ 
unserved areas

Integrating SMEs into 

organized supply chain

Boosts Exports with 
new markets for 
SMEs

Better tax compliance 
promoting 
transparency

Easier to 
access credit

Effective 
Traditional & 
Digital Marketing
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INVEST INDIA: ONE STOP SHOP

GOVERNMENT

Centre / States

Foreign Missions / Agencies

INDUSTRY

Associations / Corporates

Professional Advisors / 

Academia

Investor Aftercare
Strategy & 

Implementation
Business Advisory

Awareness & 

Engagement

Long term 

partnership

Issue Redressal
Regulatory Clearances

Policy Guidance

Partner / Location 

Search

Market Strategy

Opportunity 

Assessment

Continuous 

Engagements

�8�1�&�7�$�'���$�Z�D�U�G���I�R�U���:�R�U�O�G�·�V��
Best Practice IPA 

2016

1 Best IPA in South Asia, 

East Asia, Oceania

2016, 2017

Best Investment 

Deal for IUIH

2016

1 1


