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1 NEED FOR A LIFECYCLE STRATEGY
1.1 Background
1. Micro, Small and Medium Enterprise Sector in India accounts for around 33% of
industrial output produced in India. More importantly, it is the prime avenue for
employment generation. The experience of Andhra Pradesh suggests that for every
unit of investment, this sector generates 10 times the number of jobs created by Large
and Mega Enterprises. Besides, entrepreneurship and MSMEs result in balanced and
inclusive growth. Therefore, Government of Andhra Pradesh is very keen to promote
MSME sector.
2. In the quest to provide a globally competitive “Ease of Doing Business”
environment, Governments across the globe have been easing regulatory norms to
make it easier to set up businesses. In addition, infrastructural support like land and
connecting infrastructure to site locations are provided. In the same vein, incentives
of various kinds are provided to industries to setup operations.
3. While these services are provided to all sizes of enterprises, the needs of MSME
sector are not met inadequately. The cost structure of a typical MSME does not leave
adequate leeway for the MSME to hire/procure specialized talent/services for
regulatory facilitation, credit facilitation and business development services like
marketing, quality assurance, skill development etc. However, lack of access to such
services make the MSME startup as well as production operations less efficient,
thereby hindering growth and productivity.
4. Provision of such services can ideally be done by pooling up resources of enterprises
in the form of cluster/industry associations. However, a majority of the industry
associations, by and large, are also in a nascent stage of development. Therefore, it
falls upon the Government to provide such services, until industry associations can
provide themselves the services they require for collective growth.

1.2 Approach
5. Lifecycle Stages: In creating such a support system, it needs to be recognized that
different stages of MSMEs have different needs. MSME growth can be broadly
classified into five stages1 – Ideating a Business, Starting a Business, Growing a
Business, Reviving a Business and Exiting a Business. This lifecycle strategy
1

Inspired by ILO’s Classification in Start and Improve Your Business (SIYB) Programme
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addresses various needs that emerge in these stages and attempts to provide optimal
support system customized to that stage.
6. Growth and Performance Orientation: Further, any intervention by Government in
developing enterprises should result in minimal market inefficiencies. Therefore, to
the extent possible, this strategy has been designed to be growth and performance
oriented, rather than mere subsidization of factors of production. This approach is
expected to catalyze the transition of the state economy from factor driven to
efficiency driven and innovation driven in due course.
7. Information as a Prime Policy Instrument: A major instrument adopted in this
strategy is provision of information gathered from the market. Information by itself
can strongly drive action. Therefore, gathering of information from the market and
provision of the same to Enterprises for making objective market based choices as
opposed to peer activity or hearsay have been given strong emphasis in this strategy.
In the same vein, Research and Analytics also has been given emphasis in this
Strategy. This approach is expected to create a Smart MSME Ecosystem where
MSMEs make objective choices to the extent feasible, based on real time
information generated from the market place.
8. Discussion questions are, but not limited to:
a. Is the Lifecycle Strategy appropriate for MSMEs?
b. What are the other globally/nationally prominent strategies for supporting
MSMEs?

2 VISION AND OBJECTIVES
2.1 Vision
9. As part of this strategy, Andhra Pradesh has set itself a vision to be the state with a
globally competitive smart MSME ecosystem in terms of technological capabilities,
quality systems, management practices etc.

2.2 Objectives
10. The Key Objectives of this Strategy are as follows:
a. Increase the GVA contributed by MSME Sector by 15% year on year
b. Increase the Entrepreneurship Rate by 20% year on year
c. Increase the Progression Rate of MSME to their next stage by 20% year on
year
2

i. This entails improving the rate of progression from Micro to Small,
Small to Medium and Medium to Large Enterprises. A Micro
Enterprise will enter the Small Enterprise if its total investment in plant
and machinery/equipment reaches the limits of that of Small category.
Similarly from Small to Medium and Medium to Large Categories
ii. Alternately, limits on Turnover and Employment may be set for
considering progression from one category to the other.
d. Increase productivity of MSMEs by 10% year on year
e. Increase the Revival Rate of Stressed Enterprises by 20% year on year
f. Increase the Exit Rate of Non Revivable Stressed Enterprises to set up New
Enterprises by 20% year on year
11. Current data capture systems are drastically inadequate to measure progress against
these key objectives. Therefore, appropriate measurement systems will be instituted
to measure progress against these objectives.
12. Discussion questions are, but not limited to:
a. Are the above objectives appropriate, practical and realistic?
b. How should progression of MSMEs be measured? Is the current definition
based on investment in plant and machinery/equipment reasonable way to
measure progression? Should Turnover/Employment be used? If so, how?
c. Which measure of productivity (Capital, Labour, Inventory, Land, Water,
Power etc.) is relatively more apt for measurement as well as setting a target
for improvement?
d. What can be the most economical ways of generating real time data, without
undertaking a census?

3 IDEATING A BUSINESS (IB)
13. The initiatives envisaged under this stage attempt to address the issues faced by
prospective Entrepreneurs.

3.1 Ideating a Business (IB) Training Module
14. A training module will be developed for entrepreneurs in this stage to familiarize
themselves with all aspects related to exploring a business idea. This may be done in
collaboration with reputed organizations like International Labour Organization
based on its Start and Improve Your Business (SIYB) programme or any other
reputed programme or a customized one will be developed, as needed.
3

15. Discussion questions are, but not limited to:
a. What aspects should be covered in this programme?
b. Which programmes other than ILO’ SIYB programme, nationally or
internationally, can be considered for formulating this module?

3.2 Regional Sectoral Performance Tracker
16. It is very common that industries department staff at the field level are asked this
question – “What business should I set up?” - by prospective entrepreneurs and
current ones who are looking for expansion or diversification. However, the
department staff do not have any objective basis to suggest one business or the other
rather than an intuitive idea based on what business seems to be doing well, as
ascertained by various conversations or experiences at the field level.
17. Therefore, this Tracker attempts to provide sectoral performance at mandal (sub
district) level, updated every quarter. Ideally, sectoral performance should be
measured in terms of sectoral turnover/GVA. However, that data is not available. As
a proxy, initially, district wise credit data would be used to track sectoral
performance.
18. As part of this initiative, the following data from banks will be aggregated district
wise sector wise:
a. Amount corresponding to new loans which are sanctioned in previous year
b. Amount corresponding to new loans which are sanctioned in current year
c. Amount corresponding to loans that slipped into NPAs in previous year
d. Amount corresponding to loans that slipped into NPAs in current year
19. Change in amount corresponding to new loans year on year indicates change in
entrepreneurship in that specific sector. It may be noted that loans are provided after
due scrutiny and therefore is a good proxy for measuring serious entrepreneurship.
20. Change in amount corresponding to loans that slipped into NPAs year on year
indicates non performance of units in the sector.
21. If year on year increase in new loans sanctioned in a specific sector is greater than
year on year increase in loans that slipped into NPAs in a specific region
(district/mandal), it indicates that this sector is performing well in that region.
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22. Alternately, if year on year change in new loans sanctioned in a specific sector in a
specific region (district/mandal) is lesser than year on year change in loans that
slipped into NPAs, it indicates that this sector is lagging in that region.
23. Benefits for Entrepreneurs: If an entrepreneur is looking for a good sector, this data
compiled across all banks in a specific region guides him/her to find out which
sectors are doing well and which sectors are not doing well.
24. Benefits for Banks: While a Bank will have access to the performance of credit data
disbursed by it, it will not have access to aggregated data across all the banks. This
aggregated data, when provided to Banks, can guide them to make market oriented
choices in opting for sectors to increase/decrease their exposure.
25. Discussion questions are, but not limited to:
a. Are the indicators chosen to track sectoral performance good proxies for the
performance of sectors?
b. What other indicators can be chosen to track performance?
c. What frequency should the data be published?
d. What time period should be considered for publishing the data? – Year, 2
Years Moving Average, 3 Years Moving Average etc.

3.3 Business Plan Competitions
26. Embarking on an entrepreneurial journey requires at least two attributes – i)
Possessing an entrepreneurial risk taking streak ii) Having a sound business plan. It is
not necessary that a person is endowed with both these attributes. There was an
erstwhile practice to generate model business plan/project reports by MSMEDevelopment Institutes (MSME-DIs) and District Industries Centers to help
entrepreneurs take up business plans. However, these plans were static in nature.
27. These Business Plan Competitions initiative is being formulated drawing from the
experience of making project reports available to prospective entrepreneurs. A
Business Plan Competition will be held twice a year to attract students or young
professionals to prepare Business Plans.
28. This Business Plan Competition will have the following terms and conditions:
a. The plan should be based in one or more districts of Andhra Pradesh
b. The plan should work out base financials for the project
c. The plan should also work out financials for different cases as provided for in
the industrial policies of Andhra Pradesh. For instance, the incentive structure
5

is different for different sizes namely Micro, Small and Medium and for
different categories of Entrepreneurs namely, SC, ST, BC and Women
Entrepreneurs. The financials should be worked out for different contexts.
29. The selected business plans in each district and state level will be made public for
prospective entrepreneurs to take leads from. However, if any person/team who
worked on a selected Business Plan wants to set up their business according to the
selected plan, their plan will not be released for a gap of one year.
30. As the Business Plan competitions will be held periodically, the plans generated
would be dynamic and incorporate the emerging business opportunities. Further,
making such plans public would attract investors from across the country, thereby
enhancing the investment flow into the state.
31. Discussion questions are, but not limited to:
a. What are other conditions that should be imposed on generating actionable
business plans out of these competitions?
b. What should be the frequency of these competitions?
c. What are other ways in which actionable project reports can be made
available to potential entrepreneurs?

4 STARTING A BUSINESS (SB)
32. This stage primarily focuses on needs of Entrepreneurs after they are ready with a
Business Idea. This covers necessary support in terms of business plan preparation,
regulatory facilitation, credit facilitation, infrastructural support and investment
incentives for new firms or old firms undertaking diversification or expansion.

4.1 Starting a Business (SB) Training Module
33. A training module focusing on needs of Entrepreneurs in this stage, particularly for
business plan preparation, regulatory awareness and application for required
permissions, and accessing credit from financial institutions, will be provided. As in
the case of Ideating a Business Module, this also would draw upon existing reputed
modules or create a customized programme.
34. Discussion questions are, but not limited to:
a. What aspects should be covered in this programme?
b. Which programmes other than ILO’ SIYB programme, nationally or
internationally, can be considered for formulating this module?
6

4.2 Enterprise Startup Facilitation
35. Potential Entrepreneurs may have the requisite ideas, but it is commonplace to find
that Chartered Accountants develop the project reports. While getting assistance in
the preparation of project reports is not problematic per se, lack of understanding of
the project report and estimation of business prospects is leading to stress and
sickness in the sector. Further, most first time entrepreneurs are clueless about
accessing credit and applying for permissions
36. In this regard, consultants, chartered accountants and other service providers for
MSMEs, will be empanelled at field level to provide the following pre-establishment
facilitation services, with costs subsidized.
a. Business Plan Formulation
b. Credit Facilitation
c. Regulatory Facilitation for Obtaining various Permissions/Clearances
37. The charges incurred by MSME for availing these services would be subsidized up to
a maximum extent of Rs. 10,000 per Enterprise.
38. Discussion questions are, but not limited to:
a. What should be the services covered under this programme?
b. How should service providers be empanelled?
c. What should be the maximum amount of subsidy provided to Entrepreneurs
for availing these services?
d. Of the cost of provision of these services, what share should be borne by
Entrepreneurs themselves?

4.3 Policy Incentives under MSME Policy 2015-20
39. Andhra Pradesh already provides a generous incentive structure for MSMEs set up in
the state through its MSME Policy 2015-20. As part of this policy, there are various
incentives namely capital expenditure subsidy, infrastructure subsidy, part
reimbursement of taxes/energy charges, stamp duties etc.
40. Discussion questions are, but not limited to:
a. What are the other states that have a competitive MSME Policy?
b. What are the other incentives that can be considered for inclusion in MSME
policy?

7

4.4 Enterprise Financing Market Place
41. A key issue for new enterprises accessing loans is that there is a huge information
asymmetry in finding the right lender. Therefore, this Enterprise Financing
Marketplace is designed to be a portal where the project proposals as well as
collateral available with Enterprises will be rated and financial institutions can
compete with each other to fund Enterprises and provide MSME loans. The rating
will be done by independent agencies.
42. Further, for people without credit history or available collateral, their payment
history over the previous 12 months for various utility payments like telephone,
electricity and taxes like property taxes etc., will be compiled.
43. Once, the three indicators are available – rating of project proposal, rating of
collateral, and personal payments history – the banks will be able to compete for the
proposals. This will ensure a competitive platform for Entrepreneurs to secure the
best credit as well as Banks to lend to the most promising proposals. If proposals are
rated poorly, they will be provided facilitation for Business Plan Development linking
this with the above components.
44. This marketplace is expected to generate ample competition between various banks
so as to deliver a lower interest rate to good proposals.
45. The charges incurred by Entrepreneurs for the rating is proposed to be subsidized to a
maximum extent of Rs. 50,000 per Enterprise.
46. Discussion questions are, but not limited to:
a. Are the three areas chosen for ratings required and adequate?
b. How should the rating agencies be chosen?
c. Is the subsidy of Rs. 50,000 per Enterprise adequate?
d. What should be cost sharing ratio between Government and MSME?

4.5 Scheme for Promotion of Enterprise Credit
47. Accessing Credit is one of the most crucial components of an MSME startup
journey. Not only is it important for entrepreneurship but also is its impact on overall
Gross Value Added of Industries and Services sector in Andhra Pradesh, as shown
below.
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Figure 1: X – Axis: Annual Credit Disbursed to MSME during 2011-12 to 2016-17;
Y-Axis: Industry & Services GVA (Rs. Cr) during 2011-12 to 2016-17 in current
prices.

48. While the statistical significance of such a correlation with merely 6 data points may
not be strong, it needs to be noted that there are only 6 data points available for the
new state of Andhra Pradesh.
49. Nevertheless, this strong correlation indicates that every Re. 1 of MSME Credit is
leading to Rs. 8.83 of Industry and Services GVA (Cr). It is in expected lines, as the
credit is expected to be deployed as investment in civil works, plant and machinery
and other business activities, which ultimately contribute to GVA. This correlation
further amplifies the significance of MSME Credit not only for MSME sector but
also for growth and development of the state.
50. Despite having such a significance, the MSME Credit space is plagued with the
following issues:
a. Shortfalls in meeting Annual Credit Plan Targets
b. Lack of Clarity in Number of Enterprises set up
c. Lack of widely publicized timelines for credit disbursal
d. High collateral requirements
e. Non-Compliance of RBI regulations regarding collateral as intimated/felt by
MSMEs
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f. Disproportionate Amount of Collateral being sought by Financial Institutions,
as opined by MSMEs
g. Low Coverage under CGTMSE
h. Low Performance in Schemes aimed at providing credit to the disadvantaged
sections of the community like women and scheduled tribes/castes etc.
i. Extremely low revival rate of sick/stressed MSMEs
j. Gaps in information sharing and availability in public domain
k. And other associated issues
51. Therefore, it is necessary to institute a competitive environment wherein financial
institutions learn and compete with each other. Accordingly, a Scheme for
Promotion of Enterprise Credit (SPEC) is brought out in 199th State Level Bankers
Committee (SLBC) on 16th June 2017, according to which there will be predetermined indicators based on which rankings will be issued for both banks as well
as districts.
52. The top 5 banks will be considered as official financing partners to the Government
of Andhra Pradesh with preferential positioning in Government of Andhra Pradesh
events at state and district level and concomitant benefits.
53. The pre-determined set of indicators for the first edition of SPEC rankings for 201617 are categorized under the following 7 categories:
a. Annual Credit Plan (15% Weightage)
b. Service Level Agreement or Timeline (20%)
c. Collateral & Credit Guarantee (15%)
d. Disadvantaged Sections (20%)
e. Revival of Stressed Units (10%)
f. Regional Sectoral Performance Tracker (10%)
g. Measuring Customer Satisfaction through Net Promoter Score (10%)
54. The indicators are as follows:
Scheme for Promotion of Enterprise Credit (SPEC) - Scoring Methodology for Banks and Districts
Indicator Theme
Theme
Indicator
Measure
Weight Weight
Method
Annual Credit
Plan

Annual Credit Plan Achieved

Rs. Cr

7.5

15

Normalized

% ACP disbursed to New Enterprises
% Amount disbursed to Manufacturing
Enterprises of that disbursed to New
Enterprises

%

2.5

Normalized

%

2.5

Normalized

Amount Disbursed per Enterprise

Rs.

2.5

Normalized

10

Service Level
Agreement

Average Approval Time (Manufacturing
Enterprises Term Loans)
Average Approval Time (Services Enterprises
Term Loans)

Days

5

Days

5

Inverse
Normalized
Inverse
Normalized

Days

5

Normalized

Days

5

Normalized

%

5

%

5

Ratio

5

% of MUDRA Target Amount Disbursed

%

2.5

% of PMEGP Target Amount Disbursed
% of Target fulfilled under Standup India for
SC/ST Loans
% of Target fulfilled under Standup India for
Women Loans

%

2.5

%

2.5

%

2.5

% Share in Amount – ST/SC

%

5.0

Normalized

% Share in Amount - Minorities

%

2.5

Normalized

% Share in Amount - Women

%

2.5

% Enterprises classified as NPAs

%

2

% Enterprises classified as Sick
% of Sick Enterprises for which One Time
Settlement was adopted
% of Sick Enterprises for which Viability
Studies are conducted within 30 days
% of Enterprises considered viable of those
Sick Enterprises whose viability studies are
conducted

%

2

Normalized
Inverse
Normalized
Inverse
Normalized

%

2

Normalized

%

2

Normalized

%

2

Normalized

%

5

%

5

#

10

10

100

100

% Loans given Approval Before 21 Days
(Manufacturing Term Loans)
% Loans given Approval Before 21 Days
(Services Term Loans)
Collateral and
Credit
Guarantee

Disadvantaged
Sections

Revival

Regional Sector
Performance
Tracker

Net Promoter
Score (through
Customer
Surveys by
GoAP)

For Loans <= Rs. 10L, % Enterprises given
loans without collateral
For Loans eligible under CGTMSE, %
Amount covered
For Loans given with collateral, value of
collateral per amount given

Complete Information of Mandal wise Sector
wise Amount to New Enterprises Disbursed
this year and previous year (% of Amount for
which information is provided to % of
Amount Disbursed)
Complete Information of Availability of
Mandal wise Sector wise NPAs this year and
previous year (% of Amount for which
information is provided to % of Amount
classified as NPAs)

How likely would you recommend a close
friend or relative to take an MSME loan from
your Bank Branch (on a scale of 10)?

20

15

Normalized
Normalized
Inverse
Normalized

20

Normalized
Normalized

10

10

Normalized

Normalized

Normalized

11

55. It may be noted that these indicators go beyond the usual reporting indicators. There
are indicators to get the required information to guide potential entrepreneurs to
chose their business idea. Further, customer satisfaction surveys are planned to
improve the experience of borrowers during the loan process using Net Promoter
Score concept.
56. This initiative is expected to improve the competitive environment amongst the
banks as well as district administrations to drastically improve the situation of
MSME credit.
57. Discussion questions are, but not limited to:
a. How strongly does the correlation between MSME credit and Industry and
Services GVA represent causation? Are there factors that indicate lower
causation than shown in the correlation?
b. Given the paucity of data, how can a better correlation be obtained?
c. What parameters of MSME credit, other than the above, should be included
as part of this ranking exercise?
d. How can financial institutions be better incentivized by State Government to
improve MSME credit?
e. What other measures can be instituted to improve the competitive spirit
amongst the banks?

4.6 Employee to Employer (E2E) Programme
58. The success of entrepreneurship is relatively higher when an entrepreneur has a fair
idea of the business he/she wants to venture into and related business operations.
Most of the successful startups in India are set up by people who have had related
work experience. Therefore, this programme will encourage current employees to
undertake entrepreneurship.
59. This programme will provide subsistence allowance at around 2/3rd of the last salary
drawn by current employees to embark on their entrepreneurial ideas based on
screening of proposals. Further, appropriate conditions like treating this allowance,
as a soft loan if enterprises are not set up will be considered so that the target
beneficiaries embark on entrepreneurial ventures.
60. Once such candidates have been identified through a selection process, they will be
provided Enterprise Startup Facilitation services.
61. Discussion questions are, but not limited to:
12

a. What should be the allowance that should be provided to current employees
to encourage them to consider entrepreneurship?
b. What should be the conditions imposed on such candidates if they do not
embark on entrepreneurial ventures? This should balance the objectives of
incentivizing such candidates and enforcing accountability.

4.7 Ease of Starting a Business
62. Andhra Pradesh is already the best state to do business in, as per rankings compiled
by Department of Industrial Policy and Promotion, Government of India and World
Bank. It intends to move further on this by focusing on two indicators, amongst
others:
a. Reducing the Number of Days in which a Business is set up, moving beyond
the days in which an approval is given
b. Reducing the Regulatory Cost of Starting a Business measured as Cost
Incurred per Investment Grounded for various sizes of Enterprises – Micro,
Small and Medium
63. As part of the endeavor to reduce the number of days in which a business is set up,
measures would be taken to, amongst others:
a. Reduce the time in which an idea is translated to a workable business plan,
b. Optimize the sequence of provision of approvals
c. Reduce the time in which credit is disbursed
d. Reduce the time in which infrastructural support is provided
64. As part of the endeavor to reduce the regulatory cost of starting a business, measures
would be taken to, amongst others:
a. Calculate costs for different sectors for different sizes of enterprises
b. Simplify regulatory requirements for lower size of enterprises
c. Institute risk based strategies taking into account size of enterprise as well as
sector
d. Disseminate information better to comply with regulatory requirements easily
65. Discussion questions are, but not limited to:
a. Which indicator is better suited to measure Regulatory Cost of Starting a
Business or serve as its proxy?
b. What are the other indicators that should be focused upon to make it easier to
start a business?
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c. What measures should be taken to reduce the overall duration of setting a
business when measured from ideation to commissioning a plant and starting
commercial production?
d. What measures should be taken to reduce the regulatory cost of starting a
business?

4.8 MSME Parks Scheme
66. Government of Andhra Pradesh has taken a momentous decision to set up an
MSME Park in each of the 175 Assembly Constituencies in the state. The schedule of
parks will be staggered based on demand for space, vacancy in current parks etc.
67. A core distinguishing feature of how this scheme is being envisaged is that the
scheme should have provision for providing business plan preparation, regulatory
facilitation and access to credit services to MSMEs by the developers of the parks
directly or through competent consultants.
68. There are three main models proposed under this scheme – i) APIIC as Developer
Model ii) Private Player/MSME Association as Developer Model and iii) Public
Private Partnership Model.

4.8.1 APIIC and Private Developer Model
69. As part of both APIIC Model and Private Developer Model, land should be procured
at market cost. Further, the following financial support components are proposed:
a. A grant of Rs. 10 Crore is proposed for an extent of 100 acres for internal
infrastructure development.
b. To defray the costs of developing external infrastructure, a subsidy of Rs. 4
Lakh per acre of park is proposed.
c. Unlike any other scheme in the country, an investment facilitation incentive
of 1% of investment by MSMEs in plant and machinery is proposed to be
provided to Developer
70. A staggered schedule of release of grant is proposed as follows:
a. 1st installment of 10% after final approval of park and contracts worth 30% of
the project cost have been awarded and Developer depositing 10% of project
cost in project specific account
b. 2nd installment of 30% after an expenditure of 30% of the project cost has been
incurred
c. 3rd installment of 20% after units corresponding to 20% of allocable area have
commenced production
14

d. 4th installment of 20% after units corresponding to 40% of allocable area have
commenced production
e. 5th installment of 20% after units corresponding to 60% of allocable area have
commenced their production, completion of infrastructure development as per
approved Detailed Project Report
71. To attract anchor investors who can procure from MSMEs, an enabling provision of
allotting up to 10% of allocable area for Large investors is included.
72. Parks should maintain reservation in proportion to population in the respective
district.

4.8.2 Public Private Partnership Model
73. This model will be taken up in land parcels with high costs and high demand.
74. Land will be provided to PPP developer at 33 years lease.
75. The private developer will be chosen based on competitive bidding, with the lease
rent to be paid for unpopulated area to Government as bidding parameter.
76. However, once the park gets populated the lease rent for populated area will fall, as
per agreement in pre-bid conference. Similarly, the lease rent will fall even further if a
plot gets populated by disadvantaged sections like Scheduled Castes, Scheduled
Tribes, Women etc. The extent of fall will be agreed upon in pre-bid conference.
77. Therefore, the net payment that needs to be made to Government by PPP developer
= Populated Area x Lease Rate for Populated Area + (Total Area – Populated Area)
x Lease Rate for Unpopulated Area.
78. It may be noted that Populated Area may be higher than Total Area, if multiple
floors are constructed and hence resulting in optimal utilization of space.
79. As part of PPP Model, as the populated area increases, the payable of PPP developer
to Government decreases.
80. Discussion questions are, but not limited to:
a. For APIIC and Private Developer Model, Is the financial support component
and release pattern optimal in terms of ensuring accountability of developers
as well as giving them an incentive to undertake park construction? If not,
how can this support (amount, release pattern etc.) be adjusted?
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b. Is the PPP Model attractive enough for private developers? If not, how should
it be modified?

4.9 Incubator for Manufacturing Startups
81. There is a huge interest across the country for startups. However, most startups are
IT/Service startups. There is a severe dearth of commensurate manufacturing
startups in India as well as in Andhra Pradesh. This is understandable, as
manufacturing startups require fabrication facilities and are not easily accessible.
Therefore, it is proposed to set up an Incubator for Manufacturing Startups,
leveraging existing hardware in engineering colleges/academic institutions or by
setting up new hardware and in collaboration with reputed institutions with
incubators.
82. Discussion questions are, but not limited to:
a. How can manufacturing startups be encouraged?
b. What products and services should be made available to them?

5 GROWING A BUSINESS (GB)
5.1 Growing a Business Training Module
83. A training module focused on needs of entrepreneurs at this stage will be instituted.
This will cover various facets related to improving and expanding one’s business as
formulated under ILO’s Improve Your Business Module and Expand Your Business
Module, with necessary customization as per feedback from various stakeholders.
This module will primarily focus on i) improving efficiency of all internal operations
as well ii) expanding business by exploring opportunities and preparing for them.
84. Discussion questions are, but not limited to:
a. What aspects should be covered under this module?
b. What should be the cost sharing pattern for Entrepreneur and Government for
this module?

5.2 Enterprise Growth Facilitation
85. It is observed that most enterprises face stress or their loan accounts become Non
Performing Accounts in their first 2-3 years due to lack of experience in business
management, financial management, proper guidance, information deficiency etc.
Therefore, this component will provide subsidized services for MSMEs in their first 2
years of operation for the following areas:
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a.
b.
c.
d.
e.
f.

Regulatory Facilitation for compliance with various laws
Financial Management including Tax Compliance
Inventory Management
Quality Assurance Systems
Vendor Development Support
Business Development Services, as deemed necessary to be added

86. Discussion questions are, but not limited to:
a. What other services should be included as part of this handholding support?
b. How should service provider be empanelled for this purpose?
c. What should be the cost-sharing pattern between Government and MSMEs
receiving such services, to ensure that MSME takes such support seriously?

5.3 Ease of Growing a Business
87. There is a regulatory cost of growing a business with renewals and inspections. This
can be assessed in terms of Regulatory Cost of Growing a Business as days and
processes taken to get renewals and production downtime consequent to inspections.
88. As part of this initiative, steps would be taken to
a. Lower regulatory requirements for smaller size enterprises and low risk
sectors. This can be by removing regulatory requirements or opting for selfcertification or decentralizing necessary authority, or lowering regulatory
reporting requirements etc.
b. Decrease the downtime by streamlining inspections to minimize the
interruptions (as already being done as part of Ease of Doing Business
reforms)
89. Discussion questions are, but not limited to:
a. Which indicator is better suited to measure Regulatory Cost of Growing a
Business, Downtime due to Inspections or serve as their proxy?
b. What systems can be instituted to measure these indicators?
c. What are those regulatory requirements that need to be done away with, or
delegated to lower levels of administration or should be simplified for lower
size of enterprises?
d. What systems can be put in place for constant supervision of regulatory cost
of growing a business and reduction of the same?
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5.4 Faster Processing of Incentives
90. MSMEs strongly opine that faster processing of incentives would like to healthy
MSME sector. However, given the budgetary constraints on Government of Andhra
Pradesh, it is not quite feasible at this moment to set SLAs for incentive disbursal.
Therefore, it is proposed that a certain percentage (30%-40%) of incentive budget
available will be earmarked for MSMEs
91. Discussion questions are, but not limited to:
a. How can incentive processing be streamlined to make it faster, efficient and
with minimal inspections at the ground level?

5.5 Public Procurement Policy
92. Government of India has a procurement policy in place where in, 20% of the annual
procurement by PSUs should be done from Micro and Small Enterprises (MSEs).
Further there is a sub-target that 4% out of this 20% should be from enterprises
owned by SC/ST Entrepreneurs. However, for various reasons like lack of incentives
for PSUs to undertake the same, the targets are hardly being met.
93. Therefore, it is proposed to set up an MSE Procurement Fund by levying a 1% nonrefundable charge levied on Earnest Money Deposits (EMD) in all tenders floated by
the state Government or entities with state Government as majority shareholder. All
Micro and Small Enterprises shall be exempted from payment of EMD.
94. Micro and Small Enterprises would be encouraged to bid by quoting 20% less than
their cost of production of good/delivery of service + profit margin expected.
Successful MSEs in tenders of entities owned/controlled by Government of Andhra
Pradesh/Government of India shall be reimbursed this 20% as and when they deliver
goods/services to the procuring entity.
95. Further, it is proposed to re-examine the conditions laid down by all state
Government procurement agencies for tendering processes. The objective will be
lower the conditions set for size of the Enterprise, without comprising on quality of
goods/services.
96. Discussion questions are, but not limited to:
a. How can the existing procurement policy of Government of India be better
enforced?
b. If GoAP creates a procurement fund, what should be the levy charged on
EMD?
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c. What should be the extent of price advantage that Government should
provide to Micro and Small Enterprises? (20% or any other percentage)
d. List down any procurement processes which set unreasonably very high
financials for the participating companies that should be considered for
lowering.

5.6 Business Development Credits
97. One of the objectives set as part of Lifecycle strategy is to increase the progression
rate of Enterprises from Micro to Small, Small to Medium and Medium to Large
Enterprises. Current policies of Government support new enterprises, but have
minimal support system for existing ones. To plug this gap, it is proposed to institute
a new scheme offering “Business Development Credits”.
98. All MSMEs may be offered a percentage say 10% of their growth in turnover as
Business Development Credits (BDCs), to be availed in 5 year period. The turnover
will be as shown in tax records. These BDCs can be availed by matching contribution
(Micro 25%, Small 40% and Medium 50% of project cost).
99. BDCs can be used for prescribed business development activities like hiring
consultants, marketing, quality, export promotion, technology acquisition, inventory
control, product development, productivity enhancement, patents, ancillary
capabilities development, credit rating, Business plan preparation etc., from
empanelled service providers.
100. As this is a performance linked incentive, this promotes growth as well as
business development expenditure. In addition, it promotes Tax Compliance and
generate data on continuous basis for sectoral monitoring. As quantum of credits are
fixed, entrepreneurs will make optimal business decisions amongst various business
development activities. As BDCs can be spent in 5 years, entrepreneurs will have
flexibility to pool up credits for making big investments
101.

Discussion questions are, but not limited to:
a. How effective can this scheme be?
b. What percentage of turnover or any other indicator should be earmarked as
the quantum available as business development credits?
c. As an enterprise can easily increase its turnover through trading, what can be
an easy mechanism to distinguish between turnover generated out of
goods/services produced and turnover generated out of trading? Should this
distinction be made in the first place?
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d. What activities should these credits be used for?
e. How should agencies be empanelled for supplying these services?

5.7 Annual Productivity Statement
102. A prominent objective of this lifecycle strategy is to create a Smart MSME
Ecosystem. Accordingly, as part of Business Development Credits, various data on
inputs and ouputs will be taken.
103. The compiled data would be used to generate a firm’s productivity statement visà-vis its sectoral averages in its cluster, district and state level. The productivity
measures will be related to power/water consumption, working capital efficiency,
inventory efficiency, labour productivity etc.
104. Through this “Annual Productivity Statement”, a firm can assess how
efficient/productive its operations are vis-à-vis its peers. Based on analytics generated
from implementation of Business Development Credits and various interventions
and their impact, in due course, a system will be instituted to advice entrepreneurs
regarding the initiatives they need to take to improve their productivities.
105.

Discussion questions are, but not limited to:
a. What should be the parameters available as part of Annual Productivity
Statement?
b. What are the reference indicators that should be made available for
comparing the productivities of an Enterprise?
c. What are the other ways in which productivity improvements can be
highlighted to MSMEs?

5.8 Ancillary/Vendor Development Programme
106. As part of this programme, all major investments being grounded in the state will
be mapped for their requirements of ancillaries/vendors. Accordingly, support will be
offered to relevant MSMEs in developing necessary capabilities. Further, the
employees of MSMEs will be trained through skill development programmes in
coordination with Skill Development Department.
107.

Discussion questions are, but not limited to:
a. What is the best way to develop capabilities in MSME sector to become
ancillaries/vendors to the major investments coming into the state?
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5.9 Collective Growth Credits
108. One of the endeavors of this lifecycle strategy is to let Enterprises and their
Associations take charge of their development. Therefore, initiatives have been
designed for promoting enterprises to come together, set up a professionally run
association and take up collective activities to promote mutual growth.
109. Just as Business Development Credits are given based on growth in turnover, a
similar percentage will be given as Collective Growth Credits to MSME Associations
based on their due paying membership. Enterprises with membership in multiple
associations can choose the percentage of their share to be given to each such
association. MSME Associations will have to register themselves as Section 8
company with defined Governance arrangements.
110. Associations can claim Collective Growth Credits by matching 50% share of
project cost, to be spent on collective interventions like Common Facilities Centres,
Collective training, marketing etc. Collective Activities should benefit at least 25% of
their members. District and State Level Federations will be set up through these
federations.
111.

Discussion questions are, but not limited to:
a. Is the requirement of registering an association as Section 8 company
appropriate?
b. Are the performance criteria as part of this formulation appropriate and
optimal?
c. Which are the activities that should be allowed as part of Collective Growth
Credits?

5.10 Equity Support
112. MSME Policy 2015-20 provides wide-ranging incentives for capital expenditure
and operational expenditure. While these incentives cover many MSMEs, there is a
need to focus on manufacturing startups with potential for high growth and
manufacturing MSMEs which have potential to get listed on stock exchanges for
infusion of capital through equity. This is imperative, as realizing Vision 2029
requires all avenues of growth. MSME sector is a crucial avenue for growth, but
traditional MSMEs are inadequate for sustained double -digit growth. MSMEs with
high growth potential with an ability to attract equity should be promoted to emerge
as a parallel growth engine.
113.

Accordingly, it is proposed that Government may invest a matching share of
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investment of lead investors in startups/IPOs as equity as follows:
a. 75% of Angel Investment (For every Rs. 100 of investment by Angel Investor,
Rs. 75 will be invested by GoAP agency)
b. 50% of VC investment
c. 25% of financial institution in IPO
d. These Investors will have a right to buy back Government’s equity share at
fixed annual interest rate of say 15%, within 5 years
114. This is expected to heighten the interest of investors to invest in MSMEs of
Andhra Pradesh. Further, the right to buy back will offer additional incentives to
ensure good returns from the investment.
115.

Discussion questions are, but not limited to:
a. What are the other modes of encouraging investors to invest in start ups of
Andhra Pradesh?
b. How does this mode of matching investment fare with the mode of creating a
specific fund for Andhra Pradesh?
c. What should be the matching investment percentages?
d. Should there be a buy back share? If so, what should be the interest rate
charged during sale of equity? How many years should this buy back offer be
restricted to?

6 REVIVING A BUSINESS (RB)
116. The initiatives proposed under this stage focus on stressed MSMEs to give them
ample support for revival. This is because stressed enterprises, if they are revivable,
will require less investment to safeguard existing employment or generate fresh
employment.

6.1 Revival Policy
117. As part of Revival Policy, it is proposed that a timely intervention be made before
an enterprise becomes sick and is merely stressed. Accordingly, stress is defined as
drop in 25% of net worth of the company due to business losses.
118. This policy should not be equivalent to providing guaranteed returns from
entrepreneurship. Therefore, the eligibility condition proposed that the enterprise
should have made profits in at least 2 of the previous 4 years.
119.

As part of the financial support, Enterprise can defer payment of tax/utility dues
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for 2 years and pay back in fixed installments post 2 years
120. A Revival Enabling Package (REP) is also proposed which is amount equal to
average of best two years profits, after deducting interest forgone due to deferral of
payment of tax/utility dues, and after adding any incentives, which were sanctioned
but not disbursed.
121.

Discussion questions are, but not limited to:
a. What should be the criteria for eligibility under Stressed Policy? The criteria
should not restrictive to exclude stressed enterprises, but at the same time
should not incentivize defaults from enterprises. Further, it should not serve
as guarantee entrepreneurial returns.
b. How should the support package be worked out?

6.2 Enterprise Revival Facilitation
122. An empanelled consultant will be provided to the Enterprise to formulate a
revival plan using the Revival Enabling Package proposed above. Further the
disbursal of revival enabling package as well as consultant fee will be staggered based
on performance conditions being met by the Stressed Enterprise.

7 EXITING A BUSINESS (XB)
123. Building on the Insolvency code instituted by Government of India, a fresh start
programme will be formulated to help entrepreneurs exit their non-revivable
businesses and set up new promising ones.

8 NETWORKING AND CONSULTATIVE EVENTS
8.1 Quarterly INTERFACE Programme
124.

A Quarterly INTERFACE Programme is being launched with agenda as follows:
a. General Manager to present a report on status of investments in the previous
quarter
i. Investment grounded and being grounded in various stages
ii. Conversion Rate of MSME MoUs signed in previous INTERFACE
programme (not relevant for 1st INTERFACE)
iii. Clearances provided in Single Desk Portal
iv. Progress of major schemes/programmes like PMEGP, Cluster
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b.
c.
d.
e.
f.
g.

h.

i.

j.

Development Programme, Stressed Enterprises Revival etc.
v. To inform the Industries and other stakeholders about various
initiatives taken by State Government.
Lead District Manager to present a report on credit disbursed in the previous
quarter
Engagement between administration and local Industry/MSME
Associations/Clusters on issues facing them
Engagement between Large Industries/PSUs and MSMEs on supplier
opportunities available for MSMEs
Engagement between Financial Institutions and MSME Entrepreneurs, as
needed
Engagement between Local Academia and MSME Entrepreneurs, as needed
Exchange of signed MoUs between General Manager, DIC and
Entrepreneurs interested in setting up MSMEs in the district in presence of
District Minister-in-Charge and District Collector
Awareness session with Entrepreneurs regarding various policies, incentives
available from State Government, programmes of Central Government and
financing options available from financial institutions
Engagement between Enterprises and their service providers like consultancy
services, technical solutions providers, alternate lending platforms etc.,
through special sessions or poster presentations etc., as deemed appropriate
Sessions with noted personalities, as deemed appropriate

8.2 Annual Celebration of MSME Day
125.

Annual celebration of MSME Day (June 27) as organized on 27 June 2017

8.3 Annual MSME Awards Programme
126.

Twenty awards are notified for Annual Awards 2017.
a. They are Ancillary Development Partnership Award
b. Collective Growth Partnership Award
c. Collective Growth Partnership Award (Traditional Clusters)
d. Micro Enterprise Award
e. Small Enterprise Award
f. Medium Enterprise Award
g. ST Entrepreneurship Award
h. SC Entrepreneurship Award
i. BC Entrepreneurship Award
j. Ten Years Achievement Award
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k.
l.
m.
n.
o.
p.
q.
r.
s.
t.

Fifteen Years Achievement Award
Twenty Years Achievement Award
Twenty Five Years Achievement Award
Women Entrepreneurship Award
Employment Generation Award
Exports Promotion Award
Productivity Enhancement Award
Quality Assurance Award
Technology Deployment Award
Phoenix Award (Revival of Stressed Enterprise)

8.4 Annual MMSE Research Conference
127. An Annual MSME Research Conference is proposed to bring in academic
insights into policymaking. This will bring together researchers and their peerreviewed articles for presentation.

8.5 Annual Buyers Sellers Meet
128. An Annual Buyers Sellers Meet is proposed to bring together PSUs/Large
Enterprises and MSMEs in one place so that networks are formed and business
relationships are forged. This is envisaged to be a good avenue for MSMEs to market
their products.

8.6 Annual Expo with Machinery Suppliers
129. An Annual Expo is proposed to bring together machinery suppliers from India
and internationally to connect MSMEs with emerging technologies.

8.7 Annual Expo with Service Providers
130. An Annual Expo is proposed to bring together Service Providers spanning
management, financial, technological, quality, marketing and other kinds of business
development services from India and internationally to connect MSMEs with
emerging practices.
131.

Discussion questions are, but not limited to
a. What other events can be organized?
b. How should each of the above events be organized?
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9 REPORTING AND INFORMATION SYSTEMS
9.1 MSME Tracker
132. An MSME Tracker is already launched to validate the units registered for
Udhyog Aadhar Memorandum. This tracks investment grounded, financial status,
land status, and other parameters. This tracker is envisaged to be tracker which will
help track the progress of various parameters related to MSMEs. This will integrate
credit database, electricity database,
133.

Discussion questions are, but not limited to:
a. What should be the indicators that should be tracked as part of this tracker?
b. What should be the indicators that should be made available to MSMEs so
that they can make better business decisions?

9.2 Annual Report
134. An Annual Report is envisaged to compile all the activities of Government of
Andhra Pradesh as well as sectoral performance in one report with a specific theme
for each other.
135.

Discussion questions are, but not limited to:
a. What are some themes that can be considered for Annual Report?
b. How can Government receive data on status of MSMEs without taking
recourse to large-scale surveys?

10 INSTITUTIONAL STRUCTURES AND MECHANISMS
10.1 Dedicated MSME Organization
136. A dedicated MSME Development Corporation is being set up to develop MSME
Sector. It is primarily structured along various themes like business development,
financing support, regulatory facilitation as well as key sectors like retail and textiles.
DICs would be strengthened in terms of physical infrastructure as well as necessary
skillsets to implement this strategy.
137.

Discussion questions are, but not limited to:
a. What are the functions that should be focused upon by this organization? (like
credit, marketing etc.)
b. Which are the key sectors that should be focused upon?
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10.2 Service Corps of Retired Executives (SCORE)
138. As in the United States of America, an organization called “Service Corps of
Retired Executives (SCORE)” is being envisaged to rope in retired executives from
Banks, Government, Business, Academia and other professions to advice MSMEs
locally at nominal charges.
139.

Discussion questions are, but not limited to:
a. Would this institutional mechanism work in Indian context?
b. If so, how should this organization be structured?

10.3 Industry Engagement Cells
140. An Industry Engagement Cells is being envisaged at every major academic
institution to bring in a nodal contact between industry and academia. This is to
enhance collaboration in research, technology development, placement, internships
etc.
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This discussion paper is released for consultation and to seek feedback from relevant
stakeholders about policies/initiatives that may benefit the Micro, Small and Medium
Enterprises (MSME) Sector in Andhra Pradesh. The views/opinions expressed in this paper
are being disseminated to merely encourage the exchange of ideas about MSME development,
with an objective to formulate the most pragmatic and effective policies. The ideas expressed
here do not necessarily relect the views of the Government of Andhra Pradesh and merely
indicate interim deliberations on this subject. Any feedback/comment/suggestion regarding
any initiative mentioned in this discussion paper may be sent to Commisioner, Industries at
commr_inds@ap.gov,in, Executive Director (MSME), AP Invest at rajendra.k84@ap.gov.in
on or before 20th July 2017.
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