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Scope sweep of MSMEs JllSt got bigger

T50k cr equity infusion for small
biz; stressed firms to receive
320k cr for unsecured loans

ANURADHA SHUKLA@New Delh ,f,,q’w
\v

EXTENDING alifeline to India’s struggling
micro, small and medium enterprises (MS-
MESs), badly hit by the Covid lockdown, the
Union Cabinet on Monday approved tweak-
ing the definition of MSMEs to enable more
companies to clairh the benefits available to
small husinesses.

The Cabinet Committee on Economic Af-
fairs (CCEA), chaired by PM Narendra
Modi, also approved provisioning of
20,000 crore as subordinated debt to pro-
vide equity support to stressed MSMEs.

The Cabinet also cleared equity infusion
of 50,000 crore for small-scale units
through a Fund of Funds, which will help
MSMEs to be listed and raise funds from
the market. According to the new defini-
tions, MSMEs with an investment of
Z1 crore and turnover of 5 crore will be
classified as micro-units, units with an in-
vestment of ¥10 crore and turnover of Z50
crore as small units, and those with invest-
ment of T50 crore and turnover of up to
%250 crore as medium units.

The policy change was already an-
nounced by Finance Minister Nirmala Si-
tharaman lastmonth as part of Aatmnirb-
har Bhagrat package. While she had
proposed definition for medium enterpris-
es as companies with investment of up to
%20 crore and turnover of 100 crore, com-
panies requested that it be enhanced.

“This will help in attracting investrments
and creating more jobs in the MSME sec-
tor,” an official statement said.

Union Minister for MSMEs Nitin Gad-

— kari said thesgsettor is very critical for the

economy and 60 million MSMEs contribute
as much as 29% of the GDP, 48% of total
exports, and generate 110 million jobs.

Exporters also welcomed the move, say-
ing the change will help in ease of doing
business and attract more investment.

“Excluding exports turnover from total
turnover will help in infernationalisation
of MSMEs and will bring their focus on ex-
ports. This will also benefit gems and jewel-
lery companies,” said Sharad Kumar Saraf,
president, Federation of Indian Export
Oreanisations.
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Moody’s downgrades India rating

Mocdy's on Monday downgraded India’s
spvereign rating to ‘Baa3d’ from ‘BaaZ’.
*While today's action is taken In the
ntext of the coronavirus pandernic,
it ovas not driven by the impact of the
pandemic... (it) amplifies vulnerabilities in
India’s credit pruflle that were present and
building prior to the shock,” it said | P10

Factory output falls in May

Despite staggered easing of lockdown
curbs, India’s manufacturing activity
tontinued to contract in May, a monthly
survey showed. The manufacturing
Purchasing Manager's index (PM1},
released by IHS Markit, stood at 30.8 in
May, which was a shade better than the
record contraction in April at 27.4.

Committee, the new
law Is intended to
replicate e-NAM.
Though agriculture is a
state subject, buying
and selling produce Is a
matter of trade.
Producers should be
able to sell to anyone
who offers maximum
price, he said.

RBI leash, low recap stymie govt banks

SUNITHA NATTI @ Hyderabad

BANK credit to MSMEs may take a turn
for the worse with five banks remaining
under RBI's Prompt Corrective Action
(PCA), which prohibits lenders from doing

- regulambanlding business, eluding lend- -

ing and deposit mobilisation.

Of the 11 banks placed under PCA, five
exited the restrictive framework last year,
but lending may still be subdued as three
of them are undergoing merger, which
could slow down credit offtake.

That banks under PCA saw a drastic re-
duction in business last year was evident
from their credit flows. For instance, IDBI
Bank, which continues to be under PCA,
saw its net advances plunge to Z1.46 lakh
crore in FY19 from %1.71 lakh crore in
FY18. Similarly, Central Bank of India’s

lending fell from ¥1.56 lakh crore in FY18

t071.46 lakh crore, while UCO Bank's erod-

ed from Z1.07 lakh crore to ¥99,314 crore.
The five banks under PCA are Indian

" Overseas Bank, Central Bank of India,

UCO Bank, United Bank of India and IDBI
Bank: While LIC toofover IDBI Bank, UBIT
is to be merged with Punjab National Bank.
The other three will be independent.

Five banks that exited PCA last yéar are
Bank of India, Bank of Maharashtra (both
to remain independent}, Oriental Bank of
Commerce, Allahabad Bank and Corpora-
tion Bank, which are undergoing the merg-
er process with other state-run lenders.

Dena Bank ceased to exist as an individ-
11al entity, following its merger with Bank
of Baroda last April. Analysts say banks
need urgent recapitalisation to exit PCA
and get back to lending.



