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Foreword

Micro, Small and Medium Enterprises (MSMEs) sector has emerged as a highly vibrant and
dynamic sector of the Indian economy and is widely acclaimed as engine of economic
growth, particularly in the context of Make in India initiative of the Government of India.
MSMEs play a noteworthy role in economic and social development, thereby providing fllip
to entrepreneurship, as they have inherent characteristics of being innovative and responsive
to changing market dynamics. Being complementary to large industries this sector contributes
hugely to the socioeconomic development of the country. MSMEs not only play a crucial role
in providing large employment opportunities at comparatively lower capital cost but also
encourage entrepreneurial activities in rural and backward areas.

I am happy to note that the Institute of Company Secretaries of India as part of its capacity
building initiatives, and to support the skills development initiatives of the Government, is
playing pivotal role in enhancing the compliance status for strengthening the Governance
of MSMEs in India. Apart from this, Institute is organizing seminars and workshops in
promoting awareness about the role of MSMEs in the inclusive development of economy;
facilitating in establishing MSMEs and providing exacting solutions to issues being faced
by this sector.

I have gone through this handbook and found the contents very informative, written in
simple language. The emphasizes on the role of MSMEs in the National progress, insight
into the registration process of MSMEs, raising of finances, as well as compliances with
various regulatory obligations would help MSME Entrepreneurs in management and
administration of their businesses in a sustainable manner.

I am confident that MSME Entrepreneurs will find this Handbook quite useful in ensuring
Good Governance of their enterprises.

-

K K Lalan

169, UDYOG BHAWAN, NEW DELHI - 110 O11. Tel. : +91-11-23062107 Fax : 2306 3045, E-mail : secretary-msme@nic.in; www.msme.gov.in
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Preface

The Micro, Small and Medium Enterprises (MSMEs) play a significant role in the
social, economic and political growth of the country. MSME sector not only
generate the global value of the products and services, it creates various
employment opportunities in the country too. MSMEs receive more governmental
focus as their role in the economic and social growth is inclusive, employment
oriented.

Since the first Industrial Policy Resolution, 1956 itself, priority was given to
agricultural growth along with the establishment, growth and development of
village and small scale industries. Further, seeing the potential of growth in MSME
and their contribution to Indian economy, the Parliament enacted the Micro,
Small and Medium Enterprises Development Act, 2006 to facilitate the promotion,
development and enhancing the competitiveness of micro, small and medium
enterprises.

In the current scenario of promoting MSMEs government is providing various
facilities and credits to MSME to ensure smooth working and eventual growth of
MSMEs in India. Further, to ease the regulatory burden on the industry and assist
MSMEs in complying with the legal requirements and mandatory disclosures, a
single window compliances and online mechanism of registration and
compliance has been initiated for MSMEs.

Under this backdrop, it is highly required that start-up entrepreneurs of MSME
sector as well as professionals assisting the compliances for MSMEs are
acquainted with the facilities, ease, assistance and essential compliances afforded
at the end of MSMEs. In this context, the Institute has initiated the publication titled
Handbook for MSME Entrepreneurs to serve a clear understanding about
compliances for MSMEs and operational mechanism.

| commend the dedicated efforts put in by Mr. Chittaranjan Pal, Assistant Director,
Directorate of Professional Development, Perspective Planning & Studies, ICSlin
preparing the manuscript of this publication and CS Pankila Bhardwaij, Consultant
for assistance in finalizing the publication for printing.

I am sure that this Handbook would be an accommodating and guiding one stop
document for the professionals to learn and understand the facts and facets of
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various compliances required at the end of MSMEs along with the mechanism of
adhering those legal and mandatory requirements while ensuring the smooth
governance and growth of MSME sector in India.

New Delhi CS (Dr.) Shyam Agrawal

9 June, 2017 President

The Institute of Company Secretaries of India
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SECTION |

INTRODUCTION

“Compliance is concerned with holding the balance between economic and
social goals and between individual and communal goals. The governance
framework is there to encourage the efficient use of resources and equally to
require accountability for the stewardship of those resources. The aim is to align
as nearly as possible the interests of individuals, corporations and society.”

Micro, Small and Medium Enterprises (MSMEs) sector has emerged as a highly
vibrant and dynamic sector of the Indian economy over the last five decades.
MSMEs not only play a crucial role in providing large employment opportunities
at comparatively lower capital cost than large industries but also help in
industrialization of rural and backward areas. MSMEs reduce regional imbalances,
assuring more equitable distribution of national income and wealth. MSMEs are
complementary to large industries as ancillary units and this sector contributes
enormously to the socioeconomic development of the country.

The flagship Make in India initiatives aims to facilitate investment, foster
innovation, enhance skill development and build an Eco-system for manufacturing
infrastructure in the country. The MSMEs of India would be the cradle for the
“Make in India” vision. This would be the nursery where small existing businesses
have the potential to become world beaters tomorrow. The larger players amongst
the MSME space also are in a unique position to become global players attracting
partners with technology and funds.

Startup India is a flagship initiative of the Government of India, infended to build a
strong ecosystem for nurturing innovation and Startups in the country that will
drive sustainable economic growth and generate large scale employment
opportunities. The Government through this initiative aims to empower Startups
to grow through innovation and design.

More than 90% of MSMEs in India are either proprietorship or partnership
enterprise and therefore, it is imperative to strive towards corporatisation of Small
& Medium Enterprises for good corporate governance as well as energise the
economy as a whole.

Globally, Micro, Small and Medium Enterprises (MSMEs) play a vital role in the
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