Guarantee limit for MSMEs raisedfoRs 1 cr ,
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The  govern-
ment on Sunday
raised the guaran-
tee limit that could
be availed by the
fund-starved micro and small en-
terprises from Rs 50 lakh at present
toRs 1 crore, seeking to boost bank
credit to the sector. The guarantee
cover for the amount up to Rs 50
lakh would continue to be 75% of
the loan. For loans of more than Rs
50 lakh and up to Rs 1 crore, the
guaranteewillbe 50%,

In another move to encourage
banks to increase their exposure to
the sector, the government has re-
ducedthelockinperiodforloansun-
der existing credit guarantee
schemefrom24monthsatpresentto
18 months. Banks cannot raise the

claim forrepayment ofloan amount
duringthelockinperiod.

For loans to exporting SMEs,
banks have been given an interest
rate subvention of 2% up to March
31,2009, subjecttominimumrateof
7%perannum.

However, the government’s an-
nouncementtowardsimprovingthe
augmentingcreditflowtocloseto10
millionthe smallandmediumenter-
prises (SMEs), failed to bring in any
cheer to the sector. Representatives
from SMEsectortermedthe govern-
ment’sannouncementas ‘eye-wash’
or ‘thetoric’. Terming that the steps
as‘ornamental orofmarginalconse-
quence’, the Federation of Indian
Micro and Small & Meditim Enter-
prises (FISMEs) said that the sector
whichemploysmorethan31million
peopleneedsmuch more thanthese
announced measures. Onthe exten-
sion of current guarantee cover un-
der the Credit Guarantee Schemes
forSMEsonloansfromRs 5olakhto

Rs 1 core with guarantee cover of
50%, FISMEsaidthatthepolicyofno
consequence tothe sectorwherethe
average size of loan is around Rs 3
lakh.

“It is simply an eye wash and
thetoricasinthepresentmarketcon-
dition, Banks are simplyreluctantto
extentcredittoSMEs,”NeerajKedia,
owner of small scale unit from Muz-
zafarpur, UttarPradeshtoldFE.

“Such measures would not have
any impact on the credit crunch
faced by the SMEs,” Anil Bhardwaj,
SecretaryGeneral, FISMEsaid.

Anowner fromasmall seale auto
componentsunitfromMeerutques-
tioned the rationale of announce-
ment of such a measure when the
Prime Minister Manmohan Singh is
meetingtherepresentativesof SMEs
onMonday. “The governmentcould
have waited till Monday priorto an-
nouncing stepswhich doesnoteven
address the concern of the sector,”
theunitownersaid onthe condition

of anonymity.

On Saturday, the Reserve Bank of
India announced a Rs 7,000-crore
refinance facility for Small Indus-
tries Development Bank of India
(SIDBI) for incremental lending to
micro and small units. The facility
couldbeavailedfordirectlendingby
SIDBlortoguaranteetheloansfrom
banks, non-banking finance compa-
nies and state finance corporations.

Among other measures, the
government said it will suggest to
central and state public sector en-
terprise to make timely settle-
mentofbillsof MSMEsinthe wake
of easing credit situation in the
economy.

“The government attaches the
highest priority to supporting the

micro,smalland medium enterpris- |

essectorwhichiscritical foremploy-
ment generation,” the finance
ministry said. MSMES contribute 8-
9%ofIndia’sgrossdomesticproduct
and40%ofexports.




