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IDENTIFICATION & CLASSIFICATION OF SOURCES OF FUNDS IN INDIA FOR SME
DEVELOPMENT

India has nearly 3 million SMEs, which account for almost 50 percent industrial output and 42 percent of
India’s total export. They constitute the most important employment generating sector and an effective
tool for balanced regional development. They account for 50 percent of private sector employment and
30-40 percent of value addition in manufacturing. They produce a diverse range of products (about
8000) including consumer items, and capital and intermediate goods. As the nations integrate into a
global village, these SMEs will have to respond accordingly, and thus deserves special attention. To
enable SMEs to overcome their technological backwardness and to have easier access to new
technologies, they need to be given an environment where they have easier access to funds.

This report identifies the various sources of funds available for SME development (scale up,
innovation or R&D, diversification or new initiatives, start ups) and their applicability: -

1. Equity funds

Venture capital

Strategic investors

Financial Institutions

Non-Banking financial companies
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A detailed report on the Institutions providing the funds consists of--
1. Client/ opportunities the institution be suited to :
a. Size of investment/s pool
b. Current exposure
c. Mode of financing
2. Size of investments per deal (range):
3. Payback
a. Tenure
b. Rates of return
4. Collateral expected
5. Investee selection criterion
6. SWOT analysis of the entity — external and internal issues

A grid has been prepared which differentiates between institutes (investors) on the basis of investee
selection criteria, average size & range of investments, pool of funds, recommendations and
opportunities offered
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