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Ecosystem In India

The Indian SME continues to lack the spark and luster. A mechanism has
to be found to help overcome the challenges

MEs comprise more than
99% of the organizations
world over, including in
India. Global factors Kke
increased FDU inflow into India, Chi-
na opening various business avenues
for Indian SMEs, positive outlook
of businesses: 71% trade growth in
Asian businesses i 2008, are some
of the positive external
* factors for this sector
flourish  despite  the
global factors reflect-
ing a slowdown. How-
ever, the Indian SME
continues to lack the
spark and luster. FII,
PE funds, SPV find
them less attractive.
There is a compelling
nieed o idencify the cureent
challenges which startups and
S Es are facing, and a mechanism
o overcome them,

Current Day Challenges

Ower the last decade, SME sector has
wirnessed a diverse and deep arowth.
There has been an acute rise in do-
mestic demand, fueled by increasing
domesric consumption and exporrs.
Larger number of enterprises need
even larger number of small suppli-
ers, CUsing extreme price competi-
tiveness. The three most important
factors in sourcing decision making
process have come down to price,
quality and reliability of delivery.
In this scenario, SMEs are always
pressed on controlling costs and not
compromising on guality assurance
and delivery. The challenpes are
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further accentuared by lack of avail-
ability *of startup funds or working
capital, lack of know-hov and ocher
regulatory and tax related informa-
tion, Other factors are lack of skilled
labor due o inadequate vocational

training facilities and business intel-

ligence

for wvarious domains
phics.

Many tdimes the FII and PE firms
shy away o the small and me-
dium sized companies or even star-
tups, since they find that the busi-
ness management lacks financial
management skills and offers poor
financial positions. Due to lack of
trust, companies try not to disclose
the exact details to hide the poor
positioning. They offer insufficient
securicy  causing a further degrada-
tion in the FII/PE confidence in the
investment.

It is not that SMEs and starcups
have poor management backing the
company. [t can more reliably be at-

and geoera-

ributed as under developed man-
apement due o lack of exposure,
mentorship and financizl support.
Thus an already challenged SME
finds it difficulc to differentiate irself
from rivals.

There is also lack of innovation in
an SME in terms of penetration of
technology, use of productiv-

ity enhancement tools,

incubarion  mecha-
nism and support
for research

projects, and encouraging or lever-
aging internal learning and knowl-
edee management,

What Indian SMEs Need

Incubation Platform: This directly
points to the fact thar India lacks
business incubation setup. The in-
dustry majors need o provide men-
rorship to SMEs of their domain, on
how they could be better aligned
with their chjectives of a low cost
struciure, broadbasing their services
and products, and a more reliable
environment  Ffor operation. The
enterprises, SMEs, government and
the society are an integral part of
the same ecosystem, that can col-
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lectively grow and not in isolation.

Support from Government
In the most recent UPS Asia Busi-
ness  Monitor reporr, S51% SME
responidents feel that government
needs toplay a larger role in sustain-
ability practices. Let us look ar che
medel deploved by Japan, way back
in 1953, Japan Finance Corporation
for Small Business (JFS) was created
tor enable a basic law which would
represent a shift in policies to enable
development and growth of diverse
and independent SME businesses.
JFS soon became an integral part of
policy drafring and implementation
process, and established a deep un-
derstanding of the SME-marker. It
built & pool of busi-
nesses and  undes-
stood ity pulse. To-
day, it has more than
100,000 businesses
and It leverages this
information to groom
newer  businesses.
The essence behind
formetion of JES way

eritical-advisory, that

would keep the baisi-

nesses alive in lung term. There is a
strong need for sucky a plarform to be
provided in India

Need for Communication
India is swakening to the need of
oMy jeation. and its importance
W husinesses. Till recent past, PR
was considered & luxury and spelt in
the same brearl as advertising, Hesw-
ever, the communication maides and
climate is changing, As a result, busi-
nesses are makiig use of various chan-
nels of communication to reach out to
their audiences such as clients, masses
at large, industey bodies, erc. On the
alobalized platform, global wools like
PR need to be used to gather the out-
reach and use it towards expanding
not only clients but further expansion,
forming associations and tie-ups.

The enterprises,
SMEs, government
and the society

are an integral

part of the same
ecosystem, that can
_ collectively grow

not just funds, bt al‘ld not in isqi?ﬁinn

Valuation & Consolidation
Indian economy has progressed to-
wards huilding knowledge enterprises
[0 Temain competiive in the global
arena. Innovation and  applicaton
knowledge are poing o be the key to
arowth, Flowever, in the SME seg-
ment, it remains vastly fragmented
across mushromming businesses: Joint
ventures and some kind of consolida-
tion will help pull strengths of com-
panies and businesses together, and
fasten the growrth and maturity path.

Incentive for Creating
Employment

This is best described by dn exam-
ple. Let us say, an individual A asan

_emplovee, gets Rs 20 lakh salary and

pays approximately
Rs 3.3 lakh as—ax.
On the other hand,
an entreprencur B,
who employs  eight
people, prosses Ry 50
lakh of revenue and
clocks 40%  profits
before-tax. He  es-
sentially gets the
same incose of Rs 20
lakh and pays Rs 3.5
lakh as tax.

What is the incentive for A w©
give up a cushy job and become B to
create emplovment, handle the nu-
ances of running 2 business, stress
and play a larger tole in the value
chain!

The only incentive curtently 1y
personal satisfaction, wheress a lot
can be done by the government r,
Srcourage pl'l'leSH'iﬂhuL Cl.ﬂl\lf[lunlr:,-
to staft independently snd create
employment.  Expetienced  profes-
siomals should be given a boost and
encouragement. since they are best
plﬂced [0 SCATE New ventures, trans-
fer technelogy and inculcate profes.
sionalism in the small and medium

setups as well,
—Rahit Gupta
Thw authar is co-founder &
director, Pragma Carmmunicatio”
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"= Training Managemsnt

The whole company works
under ore Semor moanagement
But da all employees use anea
single collaboration software?
Total Quality can be achieved
only when there is a total
visibility and compliance.
Compliance and Governance
Made Simple & Smart. Use
Softsmith SPCG tool.

SPCG provides the following
modules under one roof:

= CRM
= HR management

= Project Task and Risk
Management.

® Test and Dedfect Management
" Service requests Management.

# Review and Audit
Management

= Document management

» Vendor and asset
Management

® Reports, Charts,Dashboards,
Alerts

SPCG tool is now guailable
in SAAS Vorsion also

Visit s At
wWW o saltsmith.com

T iend your enguires to
" aragal @eoftsmithcom
Ph » 0 4 - 2311 0130




