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World Association for Small and Medium Enterprises

Statement by WASME Secretary General: FDI in multi-brand retail; micro, small and medium enterprises (MSMEs)
FDI in Retail Sector: Take MSMEs into Confidence 
The decision to permit 51percentage FDI in Multi brand retail trade in India need to be supplemented by strengthening  the policy and regulatory mechanism within the country. There is a need for establishing a growth enabling environment for retail & manufacturing MSE sectors by extending special finance schemes, training programmes, and marketing support, says Gyan Prakash Agarwal, Secretary General of WASME
A number of countries have opened up distribution services for foreign investment. The impact of such policies on micro and small enterprises/businesses (trading & manufacturing) has been causing considerable public outrage as well as severe resistance, world over. There are voices & people’s movements against global conglomerates in retail sector in different countries including US, UK, Germany and in several Afro-Asian and Latin American countries. There is an announcement by the Government of India with regard to the opening up of the retail trade sector to multi-brand global retail chains.  

The decision to permit 51percentage FDI in Multi brand retail trade in India need to be supplemented by strengthening  the policy and regulatory mechanism within the country, so that country can honor international commitments and can also take care  of the interests of its large and widely scattered MSE sector. 

It is to be observed that there is a lack of comprehensive domestic trade policy in India. There is also a lack of policy and clear guidelines on procurement from domestic micro & small enterprises, which would make it difficult for the Indian government to enforce a separate procurement policy applicable only to new entrants, multi-national giant retailers.  An effective retail regulatory body to look after the specific issues of retail trade enterprises of smaller sizes is the need of the hour. The Indian retail industry is substantial and consists of approximately 100 million micro and small businesses across the country. They contribute 10 percent or above to the GDP. 

It is imperative that before implementing the decision, the government must make sure that micro and smaller players and the people at large are not affected. It is also important that the government ensures that all safeguarding measures have been taken and that there is no ambiguity in matters of an important decision that might impact life of several scores of people who are supporting their families, in the absence of other alternative employment opportunities.  In this context, government must take all stake holders into confidence to dispel the fear that they will be affected in the new arrangement and that everything would be done to protect their interests.

Indian MSME stakeholders are concerned about the likely impact of the new rule, including their customer bases. Based on international evidences and research studies, the opening up of the sector, the way in which it has been done, can cause serious negative impact on domestic manufacturing sector and their sustenance, in addition to the probable threat that retail MSEs might face. It is imperative that the government minimizes causalities.  WASME as a global body suggests that government should consider establishing a growth enabling environment for retail & manufacturing MSE sectors by extending special finance schemes, training programmes, and marketing support. 
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