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Sri Anumula Revanth Reddy

Hon'ble Chief Minister of Telangana

Telangana has been an important industrial hub since the decade of 1950s onwards. Because of the policy
of the then national government to setup large public sector undertakings in different parts of the country,
the region of Hyderabad was also given important industries such as BHEL, IDPL, HMT, etc. In later
decades, many defence PSUs also got established here like BDL, Ordnance Factory, MIDHANI, etc. Due to
the presence of these public sector units, a large number of MSMEs emerged in the surrounding areas.
Since then, the region of Hyderabad and few other pockets in Telangana like Warangal, Karimnagar,
Khammam, Nizamabad, Ramagundam etc. saw a steady development of MSME clusters.

While the performance of Telangana based MSMEs was very striking in the decades of 80s, 90s, 2000s, in
the last 15-20 years, we have seen many other states outperforming and relegating Telangana to an
average performer status.

When the new state of Telangana was created in 2014, it was expected that the government will focus on the
rapid development of all the sectors. Unfortunately, this was not seen in practice in the case of MSMEs.
While anindustrial policy called TS-iIPASS was introduced in 2014, it did not have anything specific to offer to
the MSMEs. Most of the benefits of this policy were enjoyed by large and mega companies.

It is universally seen that MSMEs have tremendous potential to contribute significantly to the economy and
employment, if a proper policy and infrastructure support is provided. Our government’s main objective is
to expand industrial development to rural Telangana also. To ensure this Telangana will be divided into three
clusters. An Urban Cluster will be developed within the Hyderabad Outer Ring Road (ORR), Semi Urban
Cluster between the ORR and the Regional Ring Road (RRR) and Rural cluster will be developed in the
surrounding area after the Regional Ring Road. These clusters will help to encourage the establishment of
industries and MSMEs will play a vital role in this growth.

I am happy that the new government in Telangana is introducing a dedicated policy for MSMEs, which also
happens to be one of the earliest policy reforms that we are introducing. Apart from setting right some of the
imbalances that the MSMEs have been facing in the last decade or so, this policy also provides some novel
initiatives which will help our MSMEs become world-class performers.

| expect the MSMEs based in Telangana to make full use of this opportunity which is provided by the
government. | also commend the Industries and Commerce Department for creating a focused
implementation mechanism to ensure that whatever is promised in the Policy gets delivered in totality on the
ground.

I wish everyone all the very best.

ANUMULA REVANTH REDDY




Sri Duddilla Sridhar Babu

The Hon'ble Minister for Information Technology,
Electronics & Communications; Industries & Commerce and Legislative Affairs

Micro, Small and Medium Enterprises (MSMESs) are a vital part of Telangana’s economy. They encompass
manufacturing, services as well as retail and trading sectors. MSMEs have been an inseparable part of the
supply chains of large PSUs and multinational companies. Although the MSME sectors vibrancy has
supported development of our IT/ITES, Pharma, defence, textiles, food processing and other similar
verticals, the fact remains that MSME sector is also the most vulnerable due to its small size and low
financial resilience. Keeping in view their unique requirements, we have designed the first MSME Policy for
Telangana.

The MSME Policy framework hasidentified current challenges faced by MSMEs in access to land, finance,
raw materials, labour, technology, and markets in consultation with the local Industry stakeholders.
Innovative solutions have been identified for addressing each of these issues either through fiscal or non-
fiscal measures. The policy has focused on supporting MSMEs through their entire lifecycle right from the
set-up phase to growth and expansion. We also ensured that the development reaches all parts of the State
and marginalized sections like SC/ST community and women entrepreneurs. A new governance structure
is also being proposed under the policy to take swift and suitable action on all issues being faced by
MSMEs.

The industrial sector in Telangana needs to embrace Industry 4.0 for staying relevant and globally
competitive. This policy through a Rs. 100 Crore Yantram fund will help MSMEs make that transition from
old-age technology to new-age. We will develop industrial parks across all the districts in Telangana for a
uniform industrial growth in the state and also develop dedicated parks for MSMEs, women entrepreneurs
and innovative start-ups. Government will develop flatted factories with in-built facilities for women
entrepreneurs across all the 119 constituencies in state and encourage women members of SHGs to
transition to MSMEs. The various policy measures are a step in the right direction to ensure that the
untapped potential of MSMEs is properly harnessed and their resources are utilized for creating wealth for
industry as well as the State.

| congratulate the Industries and Commerce department officials for their efforts in conducting various
consultation sessions and developing a wholistic policy document. | urge them to conduct awareness
sessions among all Industries associations so that the policy benefits reach the target audience.| thank
Prosperiti group for their expert guidance and untiring support during the policy development process.

I am sure this policy will unlock the growth potential of our industrial sector, create more employment for the
youth andincrease productivity among MSMEs.

AT
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(DUDDILLA SRIDHAR BABU)




Executive Summary:

Telangana Government for MSMEs growth

MSME sector in Telangana is highly resilient & has shown significant growth.

Since 2014, MSMEs in Telangana have shown a positive trend of formalisation as annual
registrations on the TG-iPASS portal have increased by 11-15% annually. MSMEs have seen a
rise in average investment from Rs 1 crore in 2018 to Rs 2.15 crore in 2022. An highly
encouraging social and gender diversity among MSME owners is visible in Telangana
compared to other states.

The Government is Committed to engendering inclusive and sustainable
growth for the MSMEs in Telangana:

The MSME policy is designed to achieve: inclusive and diverse employment, equitable growth,
scale-based graduation, technology upgradation, and improved productivity. Through this
policy, the government has set out to achieve specific outcomes, along with outlining indicators
to measure progress. The government hopes to develop inclusive businesses that create
opportunities for all regardless of identity, integrate technology to usher in the era of ‘Industry
4.0’, and unlock growth for the MSME ecosystem in the state.

Six thrust areas for improvement:

To accelerate the growth of MSMEs, the Government has identified six thrust areas for
improvement - Improving availability, accessibility, and affordability of land; Facilitating access
to finance; Ensuring easy access to raw materials; Improving flexibility in labour markets;
Encouraging adoption of technology; and Enhancing access to markets.

End-to-end support from the Startup to Sales:

The policy envisages 40 measures to offer end-to-end support from the Startup to Sales phase.
It is proposed to enhance state infrastructure through dedicated MSME parks and private
flatted factories, offer fiscal support especially to SC/ST and women-owned MSMEs by
increasing the incentives offered under other industrial policies, improve access to traditional
and alternative sources of credit, develop best-in-class testing centres and warehousing
facilities in the state, expand the pool of skilled workforce, earmark a special fund for
technology transfer and modernisation in the MSME sector, enhance market access by
incentivising local procurement and increased e-commerce participation, and improve ease of
doing businessinthe state.

Effective Implemenatation and Monitoring Mechanism:

To ensure effective and efficient implementation of the policy, the government has developed
implementation and monitoring mechanisms. The government proposes to establish an
MSME wing to provide 24*7 dedicated support to MSMEs in the state. A high-level steering
committee will be established under the state leadership to monitor delivery on commitments
and set policy direction. The government has earmarked Rs. 600 crores over the next five years
to supportthese initiatives for MSMEs.




MSMEs in Telangana: An overview

Number of MSMEs operating and registered in Telangana
Micro Small  Medium Total
1,000 | 26,05,000

Survey Nature of enterprises

Manufacturing, services, 25,94,000| 10,000

National Sample Survey
retail, wholesale

Manufacturing, services, 8,64,202 | 26,560 3,028 8,93,790

Udyam Registration
retail, wholesale

34,953 | 18,394 1,411 54,758

15,434 | 6,106 666 22,206

GoTG, 2023 Manufacturing, services

TG-iPass registration

Manufacturing, services

« In 2015, the National Sample Survey estimated 26 lakh MSMEs to be operational in Telangana.
About 8.9 lakh MSMEs have received Udyam registration since 2020. Around 22,000 approvals for
new MSMEs have been issued under the TG-iIPASS regulation since 2014.

Telangana has registered nearly 9 lakh MSMEs on the Udyam portal. 0.33% of these registered

industries are medium enterprises.
Annual registration of new MSME units on the TG-iPASS portal has risen by 11-15% annually from

FY2014to FY2023.
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Number of MSMEs registered in each financial year

4,000 3.974

3,309

2,869

3,000 2587 2,606

2,000

1,000

Number of registered MSMEs

MSMEs on the TG-iPASS received an average investment of Rs 1 crore in 2018. This investment
rose to an average of Rs 2.15 crores in 2022.

Investment received by industries in Telangana

® Micro industries ® Small industries ® Medium industries
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The concentration of MSME’s around the State Capital

Capital and MSMEs in select Total MSMEs in %Share of MSMEs
adjoining districts = districts the state in select districts
Hyderabad

Telangana | Ranga Reddy 3,58,563 8,93,790 40

Medchal-Malkajgiri

« According to data from Udyam registrations, 40% of MSMEs in Telangana are situated in and
around the capital district.

« A2023survey by the Government of Telangana showed that ~25,000 manufacturing and services-
based MSMEs operated out of Medchal-Malkajgiri, Sangareddy and Rangareddy districts.
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Major contributors of employment in Telangana state

Number of workers

Sector Micro Small Medium

industries industries industries
Services 29,34,242 2,39,793 93,330 32,67,365
Food Processing 9,23,611 62,271 24,211 10,10,093
Mineral based and 4,08,110 26,837 9,379 4,44,326
wood-based Industries
Engineering and Capital Goods 3,67,952 67,558 37,763 4,73,273
FMCG and Domestic appliances 3,60,892 33,411 14,489 4,08,792
Textiles Industry 2,76,601 10,860 9,348 2,96,809
Auto and Components 2,46,534 8,292 9,427 2,64,253
Health & Life Sciences 1,42,209 38,605 34,385 2,15,199
Plastic and Polymers 82,314 21,958 14,077 1,18,349
Electronics & IT Hardware 72,574 7172 8,122 87,868
Gems and Jewellery 59,750 8,984 3,398 72,132
Waste Management 23,804 1,631 598 26,033
and Green Technologies

According to an internal survey, services in Telangana account for nearly 33 lakh jobs, surpassing the
employment generated by the next six highest sectors combined.
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Social distribution of MSME ownership across Telangana

SC (%) ST (%) OBC (%) General (%)

Telangana 14.94 8.75 27.69 48.62

In Telangana, owners of 14.94% of MSMEs belong to Scheduled Castes (SC), 8.75% to Scheduled
Tribes (ST), 27.69% to Other Backward Classes (OBC) and the remaining to the General category.

Number of units set up by women in Telangana

Female Female Female entrepreneurship /

entrepreneurs population 1,000 women

Telangana 58,644 1,88,42,000 3.1

In Telangana, there are 3.1 female entrepreneurs registered on the Udyam portal for every 1,000
women inthe state.

Closure of Udyam-registered MSME units (2020-23)

State No. of units shut down

Telangana 231
Gujarat 1,626
Haryana 558
Karnataka 804
Maharashtra 5,082
Tamil Nadu 2,456

Telangana has the lowest number of MSME closures on the Udyam portal among the studied states.
The Telangana Industrial Health Clinic (TIHCL) was set up in 2018. Upto March 2024, the Clinic has
extended supportto 1,340 MSEs and revived 115 units.




Committed support - Targets consolidation

MSMEs in Telangana have shown great promise in the last ten years. MSMEs in the state have steadily
formalised, with registrations on the TG-iPass portal increasing by 11-15% each year from FY 2014 to FY
2023. MSMEs on the TG-iPASS portal have also increased their average investments by 115% between
2018 and 2023. The MSMEs in the state are willing to formalise their operations and grow in size.

Despite their impressive performance, MSMEs in Telangana continue to face challenges with formalising
and graduating in size over time. As per estimates by NSSO, 65.7% of all MSMEs in the state are yet to be
formalised. Further, TG-iPASS data shows that Telangana continues to have a limited number of medium-
sized enterprises. Between 2016 - 2023, medium-sized enterprises constituted only 2.9% of all
manufacturing MSMEs and 3.5% of all service MSMEs registered on the TG-iPass portal.

Formalisation continues to be costly and challenging for Telangana’s MSMEs. To illustrate, small firms
experience a 35% increase in unit labour costs as soon as they formalise. Similarly, manufacturing
MSMEs must forgo use of 40-50% of their plot if they wish to comply with building regulations. Other
regulations impose similar costs on MSMEs, often forcing them to stay informal to maintain cost-
efficiency.

MSMEs in Telangana also struggle to grow in size. MSMEs need adequate resources and remunerative
opportunities to grow in size. However, enterprises face difficulties in accessing land, finance and other
factors of production at affordable rates. Enterprises also have difficulties identifying skilled workers and
struggle to access global markets. The present MSME policy has been designed to systematically
address these pain points, thereby allowing MSMEs to grow in size over time.

The Government of Telangana has already implemented process reforms, including the introduction of
TG-iPass portal, to reduce entry and operational costs for enterprises in the state. The Government of
Telangana has also conducted two state-wide surveys of all MSMEs as well as numerous surveys of
sector-specific MSMEs to understand key challenges for MSMEs in the state. With this policy, the
Government of Telangana seeks to address other challenges discouraging MSMEs from formalising their
operations and growing in size.

The present MSME policy is also geared to help MSMEs become model businesses for the 21st century.
The policy proposes measures to help MSMEs become ‘inclusive businesses’-businesses that cater to
the needs of those at the base of the economic pyramid by including them in the value chain of the
businesses’ ecosystem. The policy also proposes measures to help MSMEs integrate technology to
transform all aspects of business operations. The government will support small businesses in the state to
usher in ‘Industry 4.0’, by upgrading their machinery, processes and incorporating digital tools in
supplementary operations.




MSME policy Targets: \

Impact, outcomes, and indicators for the success of this policy

10% increase in MSMEs contribution to GSDP
15% YoY growth in # of MSMEs registered on TG-iPASS

Inclusive Equitable Technology Improved
employment growth modernisation productivity

* 20% 4 in jobs in * +MSMEs by 20% * 10% 4in avg * 10% 4in GVA
MSMES in districts which capital investment contribution

Indicators . g‘éfs?f this from cu;';e/n ﬂ); ﬁve/; por micio, small « 10% of MSMEs
+ < o OF [ota,
. . graduate to next
women workers MSMES ELE R Wi size category

Through this policy, the Government of Telangana has identified six constraints to MSME growth and
proposed measures to ease each constraint. The policy proposes the following measures:

1. Increasing the availability, accessibility, and affordability of land

2. Facilitating access to finance >

3. Ensuring easy access to raw materials
< 4. Improving flexibility in labour markets >

5. Encouraging adoption of technology

6. Enhancing access to markets. )
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Telangana’s MSME Sector: The Challenges

Access to Land

Land allotted by Telangana Industrial Infrastructure Corporation (TGIIC) is priced at Rs 31,360 per
sgm in Siddipet, Rs 21,280 per sgm in Patancheru (Sangareddy), and Rs 10,000 per sgm in
Karimnagar. In contrast, the Maharashtra Industrial Development Corporation prices the land at Rs
3,024 per sgm in Khandala Phase 2 (Pune) and at Rs 4,187 per sgm in Badlapur (Thane). For
Gujarat Industrial Development Corporation, the price of land is Rs 3,650 per sgm in Sanand
MSME park (Ahmedabad), Rs 6,505 per sgm in the apparel park (Ahmedabad) and Rs 6,505 per
sgmin Nandesari (Vadodara).

A survey by Telangana Food Processing Society (TGFPS) reported that MSMEs need access to
land for production around the capital. Consider the vacant plots of Telangana Industrial
Infrastructure Corporation (TGIIC), about 13 of the 33 vacant plots are available in districts are two
or more hours away from Hyderabad. The distance of these plots from the capital increases the
cost of business operations, transportation and logistics.

Moreover, zoning regulations restrict the supply of industrial land in the state. The proposed
manufacturing zone between the Outer Ring Road, that covers Hyderabad city, and the Regional
Ring Road, a 340 km expressway encircling Hyderabad, allows only a limited proportion of land for
industrial and commercial use compared to the other zonal demarcations.




Access to Funds

As per an internal survey, MSMEs in Telangana experience the following challenges with respect to
accessing finance:

MSMEs find it difficult to meet collateral requirements set by banks for loans. In some cases,
banks ask MSMEs for collateral of up to 200% of the loan value.

MSMEs need more credit than the banks have been able to provide. As per a 2024 SIDBI
report, demand for credit in India grew by 29% in the period between July-September of
2022 and 2023. In the same period, credit supply grew in volume by only 20%. Much of this
growth in credit supply was a result of the banks giving out more ‘micro-loans’ i.e. loans of a
value below Rs. 1 crore. While loans lower than Rs. 1 crore grew by 7% in value, loans
between Rs. 1 to Rs. 10 crores grew by only 3%. Loans for over Rs. 10 crores have
decreased by 9% by value. A 2023 report confirms that Telangana follows this national trend
in the growth of credit. Telangana had the third-largest growth in credit supply between Q4
of FY2022 and FY2023 (4%). In this period, loans lower than Rs. 1 crore grew by 23% in
value, loans between Rs. 1 to 10 crores grew by only 1% and loans for over Rs. 10 crores
decreased by 19%.

MSMEs struggle to meet the information requirements to access loans.

MSMEs, particularly micro and small enterprises, find it challenging to access credit for their
working capital needs. About 81% of micro enterprises and 50% of small and medium
enterprises reported a time period of more than 90 days to receive payments, thereby
creating a working capital challenge. MSMEs have limited assets to be made available as
collateral to lending institutions, given that most of their assets are already collateralised to
finance capital needs.




Access to Raw Material

MSMEs in Telangana need quality raw materials at competitive rates. However, the prices of raw
materials have increased across India in the last two years. For instance, the price of wood, the
primary material used by many manufacturing MSMEs, increased from Rs 408 in January 2023 to
Rs 472 in July 2024. Increasing raw material costs affect 65% of micro- and medium- enterprises
and 97% of small enterprises in Telangana and exacerbate the access to finance challenge.

MSMEs struggle to access raw materials on time. In their Annual Report, the Department of
Industries and Commerce reported that 25% of MSMEs in Telangana experienced delays in the
delivery of raw materials.

MSMEs in the state need more testing facilities. Of India's 92 Common Facility Centres (CFC), only
1 is in Telangana under the Micro and Small Enterprises-Cluster Development Programme (MSE-
CDP) scheme. Access to such testing facilities is important for MSMEs to indicate the quality of raw
materials used in production and integrate with the export value chain. Proximity to such centres will
reduce the cost of initiating new channels of supply for MSMEs.

Surveys conducted by the Telangana State Food Processing Society indicate that MSMEs struggle

to access warehousing and cold storage facilities. MSMEs would benefit from more and better
quality business infrastructure facilities since focus sectors like food processing heavily rely on
warehousing facilities for timely delivery and storage of raw materials and managing the supply of
finished products. Telangana has 161 registered warehouses (~5 per district) while Tamil Nadu has
848 (~22 per district).




Access to Labour

As per an internal survey, MSMEs need access to skilled workers. As per the survey, workers in the
state rate highly on technical skills, but need support in building shop floor skills like scheduling,
production planning, process planning and inventory management. This is substantiated by a
2024 India Skills Report which shows that Telangana has the highest availability of talent proficient
in technical areas like numerical skills (76.7%). However, only 37.7% of talent in Telangana is
proficientin critical thinking skills. It appears that certification from formal institutions like [Tls is not a
reasonable certification of shop floor competence. Therefore, skilling from formal institutions
needs to be supplemented by on-the-job training. Workers in the state recognise this, with 96.7% of
young talentin Telanganalooking for internship opportunities.

As per the government'’s internal survey, MSMEs have to regularly deal with the issue of migrant
labour travelling back to their home state. As per government estimates, 5 to 6 lakh workers in
Telangana are migrant workers. Migrant workers tend to travel back to their home to avail
government assistance during periods of distress. Migrant workers may also travel back if they
perceive the quality of life in their state of work to be suboptimal.

The state's unemployment rate stands at 7.6%. This indicates that the state has a large pool of
labour that can avail of employment. The 2024 India Skills Report supports this view, observing that
the state has the greatest concentration of employable talent in the 18-21 age category (85.45%).
The unemployment rate for urban females in Telangana is higher than any other group in the state.
This suggests that urban females are an underutilised group for MSMEs looking for workers.
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Access to Technology

MSMEs in the state can improve their productivity, efficiency, and occupational safety by adopting
technological tools in the production process. As per a sample survey, 25% of MSMEs in Telangana
were aware of options for automation of industrial processes, and 10% were aware of the Internet of
Things. Of all relevant technology, MSMEs were least aware of Robotics and Blockchains. Only
38% of the MSMEs surveyed knew about the Credit Linked Capital Subsidy & Technology
Upgradation Scheme introduced by Gol.

In stakeholder consultations with enterprises, MSMEs reported the following challenges as
significant barriers to technology adoption:

» Highcostof technological tools and equipment;

- Steeplearning curve to integrate the tool into the production process; and

» Lackof skilled manpower that can develop skills to use the tool efficiently.




Access to Markets

Aninternal survey shows that MSMEs in Telangana struggle to understand complex product testing
certifications and export standards set by large national and international buyers. MSMEs reported
a paucity of financial resources, technology and infrastructure, dampening their ability to be

competitive inthe global market.

Compliance with standards and certifications can help MSMEs access formal markets, including
government tenders and international trade. For example, the ZED Certification promotes the
culture of Zero Defect Zero Effect (ZED) practices among MSMEs. As of 2023, 64 firms in Telangana
were accorded the ZED registration compared to 8,868 firms in Andhra Pradesh - the state with the

maximum number of ZED registered firms.

MSMEs need to enhance market access by leveraging e-commerce platforms. E-commerce
platforms allow MSMEs to extend their access beyond local markets. According to an internal

survey, 13% of MSMEs in the state use e-commerce platforms to access markets.

In a survey conducted by the government of Telangana, medium-sized enterprises in the state

reported difficulty in understanding export-related compliances and standards. The lack of clarity

limits their ability to adapt their processes and products to meet export requirements.




Telangana’s roadmap for MSMEs

Increasing the availability of accessible and affordable land

The Government of Telangana is committed to developing centres of MSME growth across the state.
To this end, the government will facilitate access to land via construction of dedicated industrial
infrastructure for MSMEs and making land available at affordable prices. In addition, the government
proposes to augment the optimal utilisation of land to help MSMEs make productive use of their capital
invested.

- Creating Industrial parks for MSMESs: For each Industrial park that the government
plans to build, 20% of plots will be reserved for MSMEs. The Government of Telangana proposes to
develop 1 Industrial park in each district in the next 5 years. In addition, the government will
construct 10 Industrial parks between the Outer Ring Road and the Regional Ring Road. Out of
these 10 Industrial parks, 5 will be MSME parks. In each MSME park, 5% of plots will be reserved for
women entrepreneurs and 15% of plots will be reserved for SC/ST entrepreneurs. Out of the 5
MSME parks between ORR-RRR, 1 park will be built exclusively for women-owned MSMEs and 1
park will be built exclusively for innovative startups. These parks will have in-built facilities like
hostels, creches, toilets, testing centres and research and development centres.

- Increasing the areas zoned for Industrial use: The Government of Telangana will
increase the areas classified as industrial, commercial, and mixed land use zones in Master Plans
of areas between the Outer Ring Road and the Regional Ring Road. In addition, the government will
allow more green and orange MSMEs to conduct operations in peri-urban areas around the capital
region.

- Providing subsidies on purchase of land: MSMEs run by SC/ST entrepreneurs are
currently given a 33 1/3% rebate with a cap of Rs 30.00 lakhs on land cost under T-PRIDE. The
government will increase the cap to 50% limited to Rs. 50.00 Lakhs for SC/ST entrepreneurs. For
other MSMEs, the government will introduce a new formula to make land available as close to cost
price as feasible without reducing the rebate benefits currently offered under T-IDEA. MSMEs are
currently given 100% reimbursement on stamp duty payable on the purchase and lease of land for
industrial use under T-PRIDE and T-IDEA policies. The Government of Telangana will continue to do
So.




Impetus for development of flatted factories: To allow MSMEs to access compact
production venues around the capital city, the Government of Telangana will encourage the
development of private flatted factory complexes that earmark at least 20% of units for MSMEs. The
government will offer 100% reimbursement on stamp duty applicable on the purchase and lease of
land by flatted factory complex developers. Rebates on land cost offered to standalone units under
this policy will be offered to private flatted factory developers as well. The government will also
consider relaxing building standards like parking, setbacks and height restrictions. In addition, the
government will aim to develop PPP models for the construction of flatted factories.

Constituency-centric focussed development - Priority for Women: To support
women-owned MSMEs, the Government of Telangana will develop one small-scale flatted factory in

each of the state’s 119 constituencies. In constituencies with concentration of self help groups

(SHGs), the government will encourage female members of SHGs to set up small businesses in these
flatted factories. These flatted factories will provide the following facilities: in-built facilities like hostels,
creches, toilets, and testing centres; access to international consultants to lend support on business,
product, and market strategy development; access to hassle-free credit under the StreeNidhi
Scheme; co-branding support with the ‘Government of Telangana’ tag; and National and export
market linkage support.

- Between the ORR and RRR, one flatted factory will be built exclusively for innovative
startups and MSMEs.

Encouraging pooling of facilities to optimise land utilisation: The government
will allow MSMEs situated in flatted factories, flatted factory complexes, industrial parks and MSME
clusters to pool facilities like creches, canteen facilities, medical rooms etc provided for under
labour regulations.

Allowing leasing of Industrial land: Within 6 months of the launch of this policy, the
government will release a scheme to allow Telangana Industrial Infrastructure Corporation (TGIIC)
to allot plots/sheds on lease basis for a period of 30 years on recovery of upfront lease premium at
rates fixed from time to time. The lease period may be extended for some MSMEs based on mutual
agreement and return oninvestment.




Greater access to Finance

The Government of Telangana recognises the central role that easy access to finance plays in the

health of MSMEs. The government is proposing measures to improve access to finance from
traditional as well as alternative sources. In addition, the government is committed to improve
transparency and efficiency in the disbursal of fiscal benefits to MSMEs to alleviate working capital
challenges.

« Improving access to traditional sources of finance: The Government of Telangana
will help MSMEs access traditional sources of credit, including government benefits.

Additional Incentives: The Government will increase benefits under the capital
investment subsidy for Micro and Small Enterprises. Under the T-IDEA scheme, eligible Micro
and Small enterprises currently receive a 15% capital investment subsidy up to a limit of Rs. 20
lakhs. The Government will now provide a subsidy of 25% up to a limit of Rs. 30 lakhs. Women-
owned Micro and Small enterprises currently receive additional subsidy of 10% up to a limit of
Rs. 10.00 lakhs under T-IDEA. This additional subsidy will be increased to a 20% up to a limit of
Rs. 20.00 lakhs.

Boost to SC/ST Entrepreneurs: Under the T-PRIDE scheme, SC/ST owned micro and
small enterprises currently receive a capital investment subsidy of 35% up to a limit of Rs. 75
lakhs. This subsidy will be increased to 50% up to a limit of Rs. 1.00Crore for all SC/ST owned
Micro and Small Manufacturing Units. Women-owned Micro and Small enterprises currently
receive additional subsidy of 10% up to a limit of Rs. 10.00 lakhs under T-PRIDE. This additional
subsidy will be increased to 20% up to a limit of Rs. 20.00 lakhs for all SC/ST owned Micro and
Small Manufacturing Units.




Owners of MSMEs may also approach the DIC in cases where a banking institution fails to comply

with any special scheme for MSMEs notified by the Reserve Bank of India. For such complaints, a
representative at the DIC will relay the complaint to the relevant authority of the banking institution
for resolution. DICs will collate information for all instances of failures to resolve the complaints
within a period of 90 days for discussion in the periodic meetings of the SLBC.

Increasing financing options for public contracts: The Government of
Telangana will allow all suppliers for public contracts to opt in for reverse factoring. Under a
reverse factoring arrangement, a financial institution would make upfront payments to suppliers
on behalf of a MSME owner. Inreturn, the owner would pay the financial institution at a later date.
In this way, reverse factoring allows MSMEs to participate in public contracts without depleting
their working capital.

Improving access to alternative sources of finance: The Government of
Telangana will also take measures to promote alternative sources of credit for MSMEs in
Telangana.

The Government of Telangana will run a pilot program for revenue-based financing for
MSMEs. As per the model, MSMEs can access credit based on future sales, reducing
upfront burdens and making funding more accessible, especially for women-led ventures.
The pilot project will help the Government assess if MSMEs in the state are interested in
such routes for finance. The pilot project will also help the Government identify
interventions that the government can make to encourage more revenue-based financing.

The Government of Telangana will work with recognised third parties for the promotion of
the infrastructure for and adoption of, Account Aggregators in the state. Account
Aggregators are platforms which allow establishments to consolidate disaggregated
financial data, seamlessly supply it to financial institutions and control how such data is
used by others.

The Government of Telangana will institute programs for blended financing, involving a
collaborative role between the state government and lending institutions to give loans
specifically to MSMEs.

- Building capacity for MSMEs to access finance: The Government of Telangana will
provide technical support and advice to help MSMEs improve financial planning and follow
standard book-keeping practices. For this purpose, the Government of Telangana will empanel
third-parties to ensure that technical advice and support is practically accessible to MSMEs across
the state. The Government of Telangana will also commission the production of videos in Telugu to
help train MSMEs in basic book-keeping practices. This training will help MSMEs improve their
planning for working capital needs and with accessing formal credit.




Ensuring easy access to raw materials

The Government of Telangana is dedicated to removing impediments to the steady and high-quality
supply of raw materials to MSMEs in the state. To this end, the government aims to develop best-in-

class testing centres and warehousing facilities in the state, streamline supply chains where
government agencies are the key suppliers, and guide MSMEs towards better price discovery, quality
control, and certification standards.

Establishing common testing centres: The Government of Telangana will
establish 10 new Common Facility Centres (CFCs) in the 10 districts with the highest
incidence of MSMEs, with a view to ultimately providing one Common Facility Centre in
every district. Access to CFCs will be provided to MSMEs at a discounted rate. CFCs can
provide MSMEs with affordable access to facilities for the testing of the quality of raw
materials. The location of the CFCs will be decided with the intention of ensuring equitable
access. The Government of Telangana will additionally establish Cluster Based Testing
Facilities (CBTFs) through a PPP model. CBTFs will be established for plastic products,
bulk drug manufacture and garment processing clusters. The Government of Telangana
will also incentivise large and mega industries with BIS certified in-house testing facilities
that allow MSMEs to access these services.

Strengthening warehouse and storage ecosystem: The Government of
Telangana will pursue reforms to encourage optimal use of land by warehouses in the
state. The government will offer 100% discount on stamp duty applicable on the purchase
and lease of land by warehouse developers. Rebates on land cost offered to standalone
units under this policy will be offered to warehouse developers as well. The government will
also consider relaxing building standards like parking, setbacks, and height restrictions. In
particular, the Government of Telangana will pursue reforms to facilitate the construction of
warehouses near the Outer Ring Road and the upcoming Regional Ring Road. In the 5
MSME parks to be constructed between ORR-RRR, the government will encourage the
construction of one warehouse in each park and wherever feasible through a PPP model.
Capital and Interest subsidies provided under the Telangana State Logistics Guidelines will
be extended to these warehouses.

These reforms would help MSMEs harness the full potential of the existing and upcoming
road infrastructure, in the form of lower costs of transportation of raw materials and
products.




« Supporting Import duty drawback: The Government of Telangana proposes to
reimburse the duty incurred on import of raw material at the time of import. Currently,
exporting MSMEs can only claim import duty drawback after the final product is exported.
This system increases working capital constraints for MSMEs in the period between the
import of raw material and the export of the final product. To help overcome working capital
constraints, the Government of Telangana will develop a system in consultation with the
Government of Indiato reimburse the import duty to MSMEs at the time of import.

- Government as a supplier of raw material: The Government of Telangana will
ensure that the allotment of raw material by different departments to MSMEs is conducted
inatimely and efficient manner.

- Creation of raw materials directory: The Government of Telangana proposes to
create a directory of raw materials required across industries and bona fide suppliers who
meet quality-control standards.

Raw materials to be included in the directory

Industry Raw materials

Food processing Nuts, seeds

Textile Cotton, silk, jute

Plastics Vegetable fats and oils
FMCG products Paper packaging, milk
Waste management Plastic

Wood-based products Particle board, softwood
Transportation Rubber, glass

- Increase the presence of MSMEs on online B2B platforms: The
Government of Telangana will facilitate the onboarding of MSMEs on online platforms that
facilitate B2B transactions. The Government of Telangana will onboard Business
Facilitators under the RAMP scheme to help MSMEs find other suppliers and buyers on
B2B and B2C platforms. The facilitators will strive towards increasing MSME
representation and activity on portals like the Open Network for Digital Commerce (ONDC)
and private platforms like Power2SME, Tradohub, and IndiaMart. Such technical
assistance will particularly benefit owners of micro and small enterprises who may not
possess the necessary knowledge and skills to effectively establish their business profiles
ononline platforms and solicit new business relationships.

- Streamline applications for quality certification: The government aims to
simplify and streamline the process through which MSMEs can obtain quality
certifications. The Government of Telangana will collaborate with reputed certification
bodies to ensure that raw material suppliers may access certification such as 1ISO, IMS.




Improving flexibility in Labour markets

The Government of Telangana is committed to enabling the MSME sector’s access to a pool of skilled
workforce. Under this policy, the government will set up the infrastructure to enable mass skilling, and
create opportunities for the state’s youth to avail on-the-job training. The state will also take proactive
measures to rationalise restrictions on women'’s labour force participation, simplify labour-related
compliances, propose steps to retain workers and improve productivity.

- Setting up of The Telangana Skilling University: The Government of
Telangana is setting up of a Telangana Skilling University in the state. The Government will
ensure that courses relevant to the MSME sector, particularly focusing on manufacturing
and industry knowledge are offered to ensure the upskiling of the young talent in
Telangana. Relevant courses will include Advanced Manufacturing Techniques, Industrial
Management and Operations, Technical Skills and Trades and Information Technology and
Digital Skills which will be tailored to cater to the needs of Telangana’s thrust sectors such
as pharmaceuticals and food processing wherever necessary. Such MSME-friendly
training will boost job creation in the state and ensure the robust growth of its MSME sector.

- Inclusion of apprenticeship opportunities in the ‘Digital Employment

Exchange of Telangana’ (DEET): The Government of Telangana has created
DEET, a dedicated platform to simplify talent discovery in the state. DEET does this by
connecting skilled jobseekers in the state to private sector companies that are actively
recruiting. The Telangana Government shall ensure that DEET integrates apprenticeships
under the platform. Through this integration with DEET, the government shall reduce the
search costs of labour for MSMEs.




Promotion of worker housing reforms in Industrial zones: The
Government of Telangana shall encourage greater retention of workers by promoting the
development of worker housing. To this end, will initiate a scheme for the construction of
worker housing on a Public-Private-Partnership (PPP) model. In addition, the government
will review master plans operational in the state to permit the construction of worker
housing in areas marked for industrial use. To illustrate, the Government of Telangana will
review clause 2.7 of the Master Plan Report for Kakatiya Urban Development Authority
(KUDA) to remove the prohibitions on the construction of worker hostels in industrial
zones.

Rationalisation of compliance requirements for labour contractors:
The Government of Telangana will consider rationalising labour compliance requirements
to encourage greater supply of skilled contract labour. In particular, the Government will
consider introducing a single licence with long-duration validity for contractors with
exemplary compliance track records.

Increase options for working hour arrangements for MSMESs: The
Government of Telangana will consider increasing flexibility in working hour regulations to
encourage greater productivity in MSMEs and to enable better responsiveness to a global
value chain.

Facilitating greater participation of women in industrial processes:
The Government of Telangana will systematically review and rationalise prohibitions under
The Telangana Factories Rules, 1950 on the employment of women workers in sectors
including Biotechnology and Pharmaceuticals, Food Processing, Information Technology
and IT-Enabled Services, as well as restrictions on their employment in commercial
establishments in the state.

Operationalisation of the 24x7, year-round operation of Shops and

Establishments: The Government of Telangana will remove impediments to the
implementation of Government Order No. 4, dated 04 April, 2023 issued by the Telangana
Labour Employment Training & Factories Department, which provides an exemption to the
Telangana Shops and Establishments Act, 1988 and allows shops and establishments to
operate 24x7 in the state of Telangana and Government Order No. 12, dated 15 May, 2023,
issued by the Telangana Labour Employment Training & Factories Department, which
extends the permission for all Shops & Establishments to operate on all days of the year in
Telangana State, subject to certain conditions.




Encouraging adoption of Technology \

The Government of Telangana is committed to being a pioneer in the implementation of Industry 4.0.

The government aims to accelerate the technological and digital transformation of MSMEs in the state.
To this end, the government proposes to support MSMEs in increasing awareness, building adoption
capability and augmenting purchasing power to develop next-gen production lines and digital

capacity.

Identifying technology needs of MSMESs: Within three months of the release
of this policy, the government will commission a comprehensive study to review existing
technology adoption practices across MSMEs in the state. This study will publish a
catalogue of processes and machinery that MSMEs can adopt to upgrade their production
lines.

Dedicated fund for technology transformation of MSMEs: The
government will constitute the Yantram Fund-a special fund for technology transfer and
modernisation in the MSME Sector to encourage the adoption of innovative and effective
processes and machinery that will accelerate productivity of MSMEs in the state. The
government will allocate Rs. 100 crores over the next four years to the Yantram Fund.
Cognizant of the fact that the payback from technology upgrades manifests after a
significant time lag, the government will provide monetary assistance through the Yantram
Fund. The Fund will be operationalised within a period of six months from the publication of
this policy.

Enhancing Digitalisation of MSMEs: In addition to upgradation of
manufacturing processes, the government will also provide support in digital
transformation of MSMEs. The government will facilitate bulk purchase of digital
technologies and softwares at discounted rates for MSME clusters and Industrial parks.

Support for IPR registration: Under T-PRIDE, the government currently offers
100% subsidy on the expenses incurred for patent registration limited to Rs 3 lakhs for
SC/ST-owned MSMEs. The government will continue to do so. Under T-IDEA, the
government will now offer a 100% subsidy on the expenses incurred for patent registration
limited to Rs 2 lakhs for all other MSMEs.

Support for Research and Development: The Research and Innovation Circle
of Hyderabad (RICH)-set as a part of Hyderabad Science & Technology (S&T) Cluster, an
initiative of the Office of Principal Scientific Advisor (PSA) to the Government of India-will
support research and development activities within the MSME sector.

Facilitating engagement between MSMEs and technology

providers: The Government of Telangana will organise workshops and technology fairs
that will facilitate interaction and knowledge sharing between MSMEs and suitable
technology providers or larger enterprises.




Improving access to Markets \

The Government of Telangana is committed to improving access to a vibrant network of local and
global customers for MSMEs. To this end, the government proposes to develop a vibrant value chainin
the state to support MSMEs and help make MSMEs ready to supply to the global markets.

- Encouraging large industries to procure locally: To support MSMEs, the
government will release a scheme listing additional benefits for all Telangana-based large
and mega industries that procure from Telangana-based MSMEs.

- Ensuring spill over of benefits for MSMEs located closer to industrial

clusters: The government will support co-location of MSMEs that are a part of supply
chains for large-scale multinational companies setting base in Telangana. On co-location
of MSMEs next to these large-scale companies, the government will ensure that the
benefits offered to large-scale vendors are offered to the MSMEs as well.

- Organise supplier meet-ups: The government will organise supplier meet-ups
where large and mega industries can share their feedback on components produced by
Telangana-based MSMEs. Subsequently, the business facilitators will support the MSMEs
to incorporate the feedback in their products or production lines to make the products
more attractive for large buyers.

- Reimbursement of duty on samples imported for prototyping: MSMEs
have to import samples from markets abroad. These samples are important for rapid
prototyping for product development. The Government of Telangana will pay for the duty
on imported samples valued up to Rs. 10 lakhs. For MSMEs owned by women, the
government will pay for duty onimported samples valued up to Rs. 15 lakhs.

- Cost-sharing for acquiring quality certificates: The Government of
Telangana currently provides incentives for quality certificates such as
ISI/WHO/GMP/Hallmark Certification and other National and International certifications
approved by the Quality Council of India(QCI). Under T-PRIDE, the Government of
Telangana covers 100% of all charges upto a maximum amount of Rs. 3 lakhs incurred
towards quality certifications and patent registrations. Under T-IDEA, a 50% subsidy up to
Rs2lakhsis provided. The Government of Telangana will continue the incentivization.

- Enterprise Development Centre platform: To make MSMEs export-ready, the
Government of Telangana will develop an Enterprise Development platform that will outline
details of export compliances as well as export-related regulations in India and other
countries. At each District Industries Centre, the government will engage international
trade experts that help conduct global market research and provide trade counselling for
MSME’s exporting needs.




Co-branding MSME products with the government’s stamp: The
government will select 2 products produced by MSMEs per district after scrutiny and
testing. The government will co-brand these products as a product of ‘Government of
Telangana’ to support MSMEs in marketing these products.

Increasing e-commerce penetration: The Government of Telangana aims to
increase e-commerce penetration in MSMEs by encouraging the participation of sellers on
the Open Network for Digital Commerce portal (ONDC portal) and Government e-
Marketplace portal (GEM portal). The Government of Telangana will conduct awareness
workshops for entrepreneurs in collaboration with industry associations and the
Government of India to educate small sellers and businesses about ONDC. The
Government of Telangana will conduct awareness workshops to encourage the
participation of MSMEs on the GloballLinker portal. To conduct outreach programmes, the
state government, in collaboration with GlobalLinker, will publicise stories of MSMEs that
have benefited from participation on the portal.

Preferential procurement for MSMEs: The Government of Telangana is
drafting a procurement policy with preferential procurement from MSMEs, particularly from
SC/ST and women owned enterprises. The Department of Industries and Commerce will,
within three months of notification of the procurement policy, create a mechanism to
monitor the implementation of the preferential procurement scheme.

Incentivise green initiatives: To promote the adoption of green technologies, the
Government of Telangana will provide incentives like additional 15% floor area if the MSME
has a solar photovoltaic plant installed or a solid waste management plant for treatment of
total generated waste or if the building has a 3-5 star rating on Green Rating for Integrated
Habitat Assessment (GRIHA).

ZED-certified clusters to ease certification: Of the five MSME parks to be
constructed between ORR-RRR, at least one park will have dedicated support to facilitate
MSMEs to acquire ZED bronze certification.




From ideation to action:

Assured Institutional support

The Government of Telangana is committed to engendering inclusive and sustainable
growth for MSMEs in the state. Through this policy, the government has set an elaborate
vision, offering end-to-end support from the startup to sales phase. To ensure effective and
efficient implementation of the policy, this section outlines implementation and monitoring
mechanisms for the policy. In addition, this section also provides financial allocations
required to materialise this policy.

Over the next five years, the government estimates to reach ~25,000 new MSMEs to give
flight to their entrepreneurial vision. In addition, this forward-looking policy aims to bolster
~15,000 SC-ST and women entrepreneurs. The government proposes to dedicate Rs.
4000 crores over the next 5 years to build inclusive businesses and usher in the era of
Industry 4.0.

The overall governance of MSMEs in Telangana is under the Department of Industries and
Commerce. In addition, the Government of Telangana will establish a dedicated MSME
wing under the Commissioner of Industries. This MSME wing will compose of one Joint
Director, two Assistant Directors and four Industrial Promotion Officers. At the District level,
General Manager of DICs will be assigned an MSME co-ordinator who will focus on
addressing MSME-related issues.

Dedicated officers of the Department are committed to accelerating growth, and delivering
on the reforms, digital interventions, and grievance support systems listed under the
policy. The policy will be operationalised through three streams: policy implementation,
industry engagement and handholding support.

Key activities to be undertaken by the implementing agencies:

Stream 1: To aid in the effective implementation of the policy, the Commissioner of
Industries and Commerce, Director, MSME & Retail, the Directors of specialised business
sectors and the Directors of various Corporations such as Telangana Industrial Development
Corporation(TGIDC), Telangana Industrial Health Clinic Limited (TIHCL), Telangana Trade
Promotion Corporation (TGTPC), Telangana Industrial Infrastructure Corporation (TGIIC) will
work for the upliftment of the sector. These departments will:

Facilitate timely disbursal of funds and incentives to support MSMEs in their working
capital needs.

Build an implementation dashboard on an all-in-one portal using insights from different
portals of departments.

Engage third-party professionals to develop best-in-class digital solutions.

Develop supporting infrastructure like industrial parks, local testing centres, and
warehousing facilities through innovative models like PPPs.




Stream 2: To source regular industry feedback, the MSME wing will set up a digital
grievance redressal system where MSMEs can report their issues directly, and officers of the
wing will troubleshoot frequently. The MSME wing will:

» Prepare a dashboard that will record indicators like queries received every month, issues
resolved, content analysis of issues resolved, and issues deferred.

« Conduct periodic industry feedback and identify systemic challenges.

Stream 3: To provide timely and effective guidance to MSMEs, the government will engage
with third-party professionals and contractors to:
» Deploy business facilitators to maintain direct engagement with MSMEs.

- Plan and organise awareness campaigns to increase scheme uptake and encourage
backward classes to take up entrepreneurship.

« Provide expert guidance on business development to help MSMEs develop a better
understanding of processes, technological solutions, and global markets.

(




Governance structures to monitor delivery

Implementation of commitments under this policy will be monitored by a Steering Committee chaired
by the Hon’ble Minister of Department of Industries and Commerce and attended by Principal
Secretary of Department of Industries and Commerce, Commissioner of Industries, Officers of the
Commissionerate of Industries, Director, MSME & Retail, and representatives of some industry
associations. The Steering Committee proposes to table an annual progress report against the
implementation of the policy to the legislative assembly.

This committee will also function as a regulatory reform committee to review the implications of
regulations affecting the acquisition, use, and disposal of factors of production. This exercise will be
specifically designed to encourage enterprises to grow over time. In addition, this Committee will
conduct a quarterly review of Telangana’s participation and uptake of central government schemes on
MSME growth. The Committee will focus on schemes that facilitate technology upgradation and
modernization such as Credit Linked Capital Subsidy Scheme (CLCSS), Technology and Quality
Upgradation (TEQUP) Scheme, Lean Manufacturing Competitiveness Scheme, Design Clinic
Scheme for Design Expertise, financial support to MSMEs for ZED certification, etc.

Figure: Flow-chart describing the governance structures
for different functions
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Conclusion

The MSME policy brought out by the Government of Telangana in the year 2024 promises to

revolutionise the way MSME are facilitated to ideate, establish, successfully run and grow to become
the best in the country. MSME Policy facilitates SHGs to transition from SHGs to MSMEs by providing
end to end support structures. This policy also strengthens our place as leading exporter in the country

with emphasis onimport substitution.

The policy focuses on putting in place a strong institutional mechanism for effective monitoring of the
policy at the highest level for periodic review and course correction for achieving the final objective of

creation of quality employment for the youth in the State and creation of most viorant MSME ecosystem

inthe country.




Jayesh Ranjan, IAS

Special Chief Secretary to Government

Industries and Commerce Department

Information Technology, Electronics & Communications Department
Room No. 24, Third floor, Dr. B.R. Ambedkar Telangana Secretariat
Hyderabad 500 022.

Phone : +91 40 23456401, +91 40 23450103

Phone : +91 40 23454449, +91 40 23452985
prisecy-inds@telangana.gov.in

secy itc@telangana.gov.in

Dr. G. Malsur

Director

Industries, Commerce & Export Promotion
Government of Telangana

Chirag Ali Lane, Abids,

Hyderabad - 500 001

Phone : +91 40 23441666

Telangana, India

Email : coi.inds@telangana.gov.in

Web : www.industries.telangana.gov.in




Industries and Commerce Department
Government of Telangana

www.industries.telangana.gov.in

Designed by : VALAYAM CREATIONS PVT. LTD.



