 ADVANCES TO SME’s
The Micro, Small and Medium Enterprises Development Act, 2006 (MSMED Act, 2006) has brought about changes in the classification of enterprises. The Act also provides for  penalty to buyers for delayed payment to SMEs and also has done away with the requirement for registration in the case of Micro and Small Enterprises. The revised classification is as follows.

Industrial Enterprises :

(i) Micro Enterprise - where the investment in plant and machinery does not exceed Rs.25 lakh.

(ii) Small Enterprise - where the investment in plant and machinery is more than Rs.25 lakh but does not exceed Rs.5 crore. 

(iii) Medium Enterprise - where the investment in plant and machinery is   more than Rs.5 crore but does not exceed Rs.10 crore.

Service Enterprises :

(i) Micro Enterprise - where the investment in equipment does not exceed Rs.10 lakh.

(ii) Small Enterprise - where the investment in equipment is more than Rs.10 lakh but does not exceed Rs.2 crore.

(iii) Medium Enterprise - where the investment in equipment is more than Rs.2 crore but does not exceed Rs.5 crore.

(Investment in plant and machinery / equipment denotes the original cost excluding land and building and the items specified by the Ministry of Micro, Small and Medium Enterprises). 

 SMEs, sub-segment of MSME, are a very attractive segment for the Bank given their large number, loyalty and potential for profitability. The primary needs of SMEs are physical proximity, timely credit availability, service and reliability, although different sub-segments have different priority needs leading to differences in profitability drivers.

 With a view to increasing our market share in the SME segment, by improving our sales and marketing strategies and to meet the demand of our customers for more sophisticated services at competitive prices and to increase our customer base, Small Enterprises Credit Cells have been set up at various centers. 

The various initiatives that have been taken up by the Bank towards realization of its objective are:

(i) Creation of value propositions for each sub-segment based on product needs such as supply chain financing for dealers / vendors, cluster financing, specific offerings for services etc.

(ii) Building of strong credit systems and processes.

(iii) Minimising of servicing cost through improved operations, tie up with industry majors, leveraging of technology etc.

(iv) Continuous product rationalization and simplification of appraisal, documentation process.

The industrial policy initiatives taken by the Govt. and RBI from time to time have had a favourable impact on the process of growth of the small sector in terms of production, employment and exports. However, the process of liberalisation, while providing tremendous opportunities, has also thrown up challenges for the Indian small-scale sector. For some small units, the process opened up opportunities to expand and grow, while for others, the process is a threat from abroad. The challenges to the small sector from de-licensing, WTO obligations, removal of restrictions etc. are a matter of concern to commercial banks as the banks too have substantial stake in the growth and prospects of the sector. 

Under these initiatives, the Bank will continue to give additional thrust to financing SME sector having recognized long back that the sector is crucial to the growth and development of the Indian economy. The Bank will endeavour to continue to support the SME sector in these uncertain times and achieve the benchmarks set by RBI in regard to priority sector lending.

Bank’s lending to medium enterprises will not be included for the purpose of reckoning under the priority sector. As per RBI instructions, all advances granted to units in the Khadi and Village Industries (KVI) sector, irrespective of their size of operations, location and amount of original investment in plant and machinery will be covered under priority sector advances and will be eligible for consideration under the sub-target (60 per cent) of the small enterprises segment within the priority sector.

Credit Guarantee Fund Trust for Micro & Small Enterprises (CGTMSE) – The Trust covers credit facilities extended by eligible lending institution(s) as per the guidelines issued by them from time to time in respect of term loan and/ or working capital facilities to micro and small scale manufacturing and service enterprises including information technology and software industries, without any collateral security and / or third party guarantee. The scheme will be utilized to enhance the credit flow to borrowers eligible to be covered under this scheme, going by the guidelines issued by CGTMSE, time to time.

The Bank has put the SSI charter in the Bank’s website for the benefit of SSI customers.  

