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Foreword 

 

Gujarat is India's industrial engine. With 9% of national GDP,1 16.85% of industrial 

output as per the Annual Survey of Industries,5 49 ports handling over 40% of India's 

cargo,5 and 33.28 lakh Udyam-registered MSMEs as of December 2024,4 the state 

represents the highest concentration of MSME industrial activity in the country. 

Ceramics in Morbi. Brass in Jamnagar. Chemicals in Ankleshwar. Diamonds and 

textiles in Surat. Pharmaceuticals in Ahmedabad. These are not peripheral clusters 

— they are supply chains that serve national and global markets. 

And yet, behind these macro numbers, Gujarat's cluster enterprises face a consistent and costly 

pattern of operational underperformance. Not because of a hostile business environment — Gujarat's 

Industrial Policy provides capital subsidies of 10–25% on term loans,5 ICT adoption assistance of 65% 

up to ₹5 lakh,5 and a 2026-27 budget allocation of ₹2,262 crore for MSME and cottage industries.3 Not 

because of credit scarcity — CGTMSE has sanctioned ₹9,80,000 crore in cumulative credit guarantees.8 

But because of internal systems gaps that no external policy can substitute for. 

This report — the inaugural output of SBC's Research and Advisory vertical — documents those gaps 

with precision. It draws on seventeen verified secondary sources and applies national MSME survey 

data to Gujarat's specific cluster context. It presents no primary survey data, no field observations, 

and no hypothetical estimates. Every figure is cited. Every claim traces to a source. Where data is the 

most recently available rather than current, this is explicitly noted. 

The intended reader is the policymaker who needs to understand why Gujarat's MSME productivity 

growth has not kept pace with its investment growth; the banker who needs to understand why MSME 

credit demand consistently outpaces supply; the industry body that needs to understand where 

cluster-level intervention will generate the highest return; and the enterprise leader who needs to 

understand what is actually constraining the growth of the organisation they have built. 

 

Dr. Sagar Burse 

MBA, PhD (Management)    

Founder & Principal Consultant 

Sagar Burse Consulting (SBC),  

Ahmedabad, Gujarat 

May 2026 
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Executive Summary 

Gujarat is India's most industrialised state — contributing 9% of national GDP,1 with a GSDP of ₹29.82 

trillion growing at 12% against India's 9.1% in FY 2025-26,1 cumulative FDI of US$ 46,112 million 

between October 2019 and June 2025,1 and 33.28 lakh Udyam-registered MSMEs as of December 

2024.4 The state's Budget 2026-27 allocates ₹4,08,053 crore — 10.2% more than the previous year — 

with capital expenditure rising 17.5% to ₹1,57,358 crore3 and ₹2,262 crore dedicated to MSME and 

cottage industries.3 Policy intent is unambiguous. Infrastructure investment is accelerating. 

The operational reality is more complex. This report — synthesising 17 verified secondary sources 

including SIDBI-CRISIL (May 2025, 2,097 respondents),9 ICRIER (March 2025, 2,365 enterprises),11 and 

SIDBI Outlook Survey (Q3 FY2025, 1,200 enterprises)10 — documents six domains where Gujarat's 

cluster enterprises systematically underperform relative to the scale of economic activity they are 

asked to sustain. 

 
Figure 1: Key Gujarat & National MSME Metrics (March 2026) 

* Latest available data as of December 2024. | Sources: IBEF Gujarat Oct 2025; Udyam Portal Dec 

2024; GoG Budget 2026-27; SIDBI-CRISIL May 2025; MSME Samadhaan Dec 2024. 

Five Core Findings 

1.  Gujarat's Cluster MSMEs Carry the Highest Skilled Labour Risk in the Sector 

The SIDBI-CRISIL survey (May 2025) identifies tiles and sanitaryware — Morbi — and readymade 

garments — Ahmedabad and Surat — among the sectors with the highest incidence of skilled labour 

shortage nationally.9 Gujarat's cluster model amplifies this risk: craft skills in ceramics, brass 

machining, and chemical processing are community-held and informally transmitted with no 

documented skill standard, structured training protocol, or alternative workforce pipeline. 

2.  Credit Access Failure in Gujarat is a Financial Documentation Problem 

The national MSME sector carries an addressable credit gap of ~₹30 lakh crore — 24% of total credit 

demand.9 For Gujarat's cluster enterprises, the constraint is not bank willingness — it is the absence 

of monthly management accounts, receivables aging, and cash flow documentation that formal credit 

requires. ₹47,677 crore is locked in delayed payment disputes nationally as of December 2024.14 
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Gujarat's ceramic, chemical, and auto component cluster manufacturers — supplying to large 

corporates on 60–90 day cycles — carry the highest working capital stress. 

3.  Gujarat's Policy Incentive Stack is Underutilised by Its Own Beneficiaries 

Gujarat's Industrial Policy 2020 provides capital subsidies of 10–25%,5 ICT adoption support of 65% up 

to ₹5 lakh,5 and quality certification support of 50% up to ₹10 lakh.5 Yet 35% of MSME respondents 

nationally remain unregistered on Udyam,9 citing unawareness — the same unawareness that leaves 

Gujarat's cluster enterprises outside the reach of every scheme designed for them. 

4.  Gujarat's MSME Clusters Are Trapped in Intermediary-Dependent Sales Models 

70% of MSME respondents nationally use traditional marketing channels only.9 In Gujarat's clusters — 

ceramics via Ahmedabad distributors, brass via export houses, diamonds via Surat trading networks 

— intermediary dependence is structural. Enterprises have no direct customer data, no pricing 

intelligence, and no channel alternative when intermediary economics shift. Government e-

Marketplace (GeM) surpassed ₹5,40,000 crore GMV in FY25, supporting over 1,80,000 Udyam-verified 

women-led MSEs.8 Gujarat's cluster enterprises are systematically absent from this channel. 

5.  Compliance Costs Are Disproportionately High for Gujarat's Regulated Clusters 

Annual compliance costs for manufacturing MSMEs are estimated at ₹13–17 lakh per enterprise 

(TeamLease RegTech, 2024-25).15 Gujarat's chemical, pharmaceutical, and ceramic cluster enterprises 

carry GPCB, CDSCO, and FSSAI obligations in addition to standard requirements. Gujarat's Industrial 

Policy provides quality certification support of 50% up to ₹10 lakh5 — but enterprises without internal 

compliance tracking systems cannot proactively claim it. 

Structure of This Report 

Sections 1 and 2 establish Gujarat's MSME landscape (primary) and India as benchmark (secondary). 

Section 3 documents methodology. Sections 4–9 analyse each operational gap through a Gujarat 

cluster lens. Section 10 cross-tabulates severity across eight Gujarat clusters. Section 11 quantifies the 

cost of inaction. Section 12 presents tiered recommendations — for founders, industry bodies, and 

government — each structured as: Issue → Root Cause → Intervention → Owner → Milestones → 

Success Metric. 
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Section 1: Gujarat's MSME & Industrial 
Landscape 

 

Gujarat is the primary subject of this report. Every operational gap chapter is anchored first in 

Gujarat's specific cluster context. National data serves only as a benchmarking reference where 

Gujarat-specific disaggregated data is unavailable. 

 
Figure 2: Gujarat Key Economic Indicators (FY 2025-26 Budget Estimates) 

* GSDP and per capita figures are Budget Estimates for FY 2025-26. Industrial output share based on 

Annual Survey of Industries 2017-18 — latest available official ASI data. | Sources: IBEF Gujarat Oct 

2025; DES Gujarat; Gujarat Industrial Policy 2020. 

1.1  Economic Profile 

Gujarat's GSDP for FY 2025-26 stands at ₹29.82 trillion (US$ 349.14 billion) at current prices — Budget 

Estimates.1 The state's GSDP has grown at a CAGR of 10.16% between FY16 and FY26 BE.1 At 12% in 

FY26, Gujarat's growth rate outpaces India's 9.1% by 290 basis points.1 Per capita GSDP reached US$ 

3,933 in FY 2023-24 — the latest available per capita estimate — against India's US$ 1,248, a multiple 

of 3.15 times.1 

In FY 2024-25, Gujarat received FDI of ₹37,336 crore (US$ 5.5 billion).1 Cumulative FDI equity inflows 

between October 2019 and June 2025 stand at US$ 46,112 million — 15.3% of India's total of US$ 

3,01,393 million in the same period.1 The secondary sector — manufacturing and construction — 

contributed 47.42% of Gujarat's GSDP in 2024-25, growing at the fastest CAGR of 7.54% between 

2011-12 and 2024-25.1 
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1.2  MSME Registration Profile 

As of December 2024 — the latest available disaggregated state-level data — Gujarat has 33,28,838 

Udyam-registered MSMEs: 32,36,951 micro enterprises (97.2%), 83,349 small enterprises (2.5%), and 

8,538 medium enterprises (0.3%).4 Note: The national Udyam total has been updated to 7.16 crore as 

of November 20, 2025 per IBEF,8 but Gujarat state-level disaggregation at that date is not available in 

the published sources; December 2024 figures are therefore used throughout this report as the latest 

available Gujarat-specific data. 

 

Table 1: Gujarat MSME Registration Profile (December 2024) 

Category Registered Units 
(Dec 2024)* 

Share of Gujarat National Share (Nov 
2025)** 

Micro Enterprises 32,36,951 97.2% 99.3% 

Small Enterprises 83,349 2.5% 0.7% 

Medium Enterprises 8,538 0.3% 0.1% 

Total 33,28,838 100% — 

* Latest available state-level data (December 2024). ** National figures as of November 20, 2025. | 

Sources: Udyam Registration Portal Dec 2024 (GJ-04); IBEF MSME Overview Nov 2025 (IN-01). 

1.3  Industrial Infrastructure 

Gujarat has 49 ports — the highest among all Indian states — handling over 40% of India's cargo.5 The 

state has 19 airports, 25 notified Special Economic Zones, and 130 operational PPP projects as of 

February 2025.1 Installed power capacity stands at 63,429 MW as of August 2025 — 12.8% of India's 

total 4,95,545 MW.1 Internet subscriber base is 58.82 million as of March 2024 — latest available 

connectivity data.1 Gujarat has over 100 MSME multiproduct activity clusters, with MSMEs serving as 

ancillary units to over 100 Fortune 500 companies.5 

 

Table 2: Gujarat Key MSME Industrial Clusters 

Cluster Location Sector Gujarat's National 
Position 

Ceramics & 
Sanitaryware 

Morbi Tiles, sanitaryware, 
insulators 

Produces 60%+ of India's 
ceramic tiles 

Brass Parts & 
Fittings 

Jamnagar Precision brass 
components 

World's largest brass 
parts hub 

Chemicals & 
Petrochem. 

Ankleshwar / 
Surat 

Dyes, APIs, 
intermediates 

Largest MSME chemical 
cluster, western India 

Drugs & 
Pharmaceuticals 

Ahmedabad / 
Vapi 

Bulk drugs, 
formulations 

3rd largest pharma 
cluster in India 

Textiles & 
Diamonds 

Surat Synthetic fabric, 
diamonds 

95% of world's diamond 
cutting & polishing 
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Cluster Location Sector Gujarat's National 
Position 

Auto Components Vadodara / 
Rajkot 

Castings, forgings, 
precision parts 

Tier 2/3 supplier base for 
Maruti, Honda, Toyota 

Fish Processing Veraval / 
Porbandar 

Seafood processing & 
export 

India's largest fish 
landing station 

Sources: Gujarat Industrial Policy 2020 (GJ-05); IBEF Gujarat, October 2025 (GJ-01). 

1.4  Policy Environment — 2025-26 Key Developments 

Gujarat's Budget 2026-27 allocates ₹4,08,053 crore (10.2% increase over 2025-26 BE) with capital 

expenditure of ₹1,57,358 crore (17.5% increase) and capital outlay of ₹1,14,106.50 crore.3 The MSME 

and cottage industries allocation is ₹2,262 crore.3 Fiscal deficit as a percentage of GSDP is budgeted at 

1.97% — a sustained trajectory of fiscal discipline.3 Six regional growth hubs — Surat, North Gujarat, 

Central Gujarat, Saurashtra, Coastal Saurashtra, and Kachchh — receive ₹6,600 crore for Regional 

Economic Master Plan projects.3 

 

The Gujarat Industrial Policy 2020 provides MSMEs: capital subsidies of 25%, 20%, and 10% on eligible 

term loans by taluka category (maximum ₹35 lakh, ₹30 lakh, and ₹10 lakh respectively);5 interest 

subsidies of 7%, 6%, and 5% per annum for 7, 6, and 5 years;5 ICT adoption support of 65% of capital 

cost up to ₹5 lakh; ERP implementation support of 65% up to ₹1 lakh;5 and quality certification support 

of 50% of fees up to ₹10 lakh.5 These incentives are in force under the 2020 Policy and subject to 

revision by the state government; applicants should verify current terms at the Industries 

Commissionerate Gujarat. 
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Section 2: National MSME Context — India as 
Benchmark 

 

This section presents national MSME data solely as a benchmarking reference for Gujarat. All figures 

in this section are national-level data; Gujarat-specific operational data is presented in the gap 

chapters that follow. 

 

 
Figure 3: National MSME Key Metrics (as of November 2025) 

* As on November 20, 2025 — latest available published data. | Source: IBEF MSME Overview, 

November 2025 (IN-01). 

2.1  Sector Composition 

As of November 20, 2025 — the latest available national MSME data — 7.16 crore enterprises are 

registered on Udyam and UAP, employing 31.33 crore people.8 Trading enterprises account for 43.79% 

of registrations; services for 35.27%; manufacturing for 20.93%.8 Micro enterprises account for 99.3% 

of registrations — 7,11,47,325 units; small enterprises 4,84,254 (0.7%); medium enterprises 36,438 

(0.1%).8 Rural MSMEs constitute 51% of the registered base, urban 49%.8 

2.2  Revised MSME Classification (April 2025) 

The Union Budget 2026-27 revised investment limits upward by 2.5 times and doubled turnover 

thresholds with effect from April 1, 2025.8 This allows enterprises that had grown beyond previous 

limits to retain MSME status and access associated benefits. 
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Table 3: Revised MSME Classification Criteria (Effective April 1, 2025) 

Category Investment Limit Turnover Limit Previous Turnover 
Limit 

Micro Enterprise ₹2.5 crore ₹10 crore ₹5 crore 

Small Enterprise ₹25 crore ₹100 crore ₹50 crore 

Medium Enterprise ₹125 crore ₹500 crore ₹250 crore 

Source: IBEF MSME Overview, November 2025 (IN-01); Union Budget 2026-27 (IN-06). 

2.3  Credit Landscape 

The MSME sector carries an addressable credit gap of ~₹30 lakh crore — 24% of total credit demand.9 

The gap reaches 27% in the services sector and 35% for women-owned enterprises.9 Informal 

borrowing persists at 12% for micro enterprises, against 3% for small and 2% for medium.9 CGTMSE 

has sanctioned over 1.18 crore credit guarantees worth ₹9,80,000 crore as of June 2025 — latest 

available CGTMSE data.8 RXIL facilitated ₹80,500 crore in invoice financing for over 44,000 MSMEs 

across 1,600 postal codes in FY25.8 

2.4  Business Confidence Index — Q3 FY2025 

SIDBI's MSME Outlook Survey (October–December 2024) recorded an MSME Business Conditions 

Index (M-BCI) of 58.30 — indicating positive sentiment.10 Manufacturing recorded the strongest 

reading at 60.33; services at 59.67; trading at 52.50.10 Business Expectations Indices project readings 

above 68 (composite) and above 72 (manufacturing) through Q3 FY26.10 Note: This survey covers 

Round 1 (Q3 FY2025) only — the latest available published survey round at time of writing. 

 

Table 4: MSME Business Conditions and Expectations Index (SIDBI Outlook Survey, Q3 FY2025) 

Index Composite Manufacturing Trading Services 

M-BCI: Q3 FY25 (Actual) 58.30 60.33 52.50 59.67 

M-BEI: Q4 FY25 
(Expected) 

66.35 69.50 62.67 66.08 

M-BEI: Q1 FY26 
(Expected) 

68.85 72.17 65.17 68.50 

M-BEI: Q2 FY26 
(Expected) 

68.93 72.33 64.17 69.00 

M-BEI: Q3 FY26 
(Expected) 

69.94 73.17 64.50 70.42 

M-BCI: Business Conditions Index (actual). M-BEI: Business Expectations Index (forward-looking). 

Source: SIDBI MSME Outlook Survey Round 1, Q3 FY2025 (IN-03). Latest available published survey 

round. 
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Section 3: Research Approach & Source Register 

 

This report is a secondary research synthesis. Every data point is sourced from one of 17 verified 

institutional publications. No primary survey data, field observations, or hypothetical estimates are 

used anywhere. Each figure carries a superscript footnote with source, date, and — where applicable 

— a "Latest available data" note. 

3.1  Data Currency Protocol 

Where the most recently published data on a metric predates March 2026, the footnote includes the 

notation "Latest available data as of [date]". This applies particularly to: Gujarat Udyam state-level 

disaggregation (latest: December 2024); MSME Samadhaan delayed payment data (latest: December 

2024); CGTMSE cumulative guarantee data (latest: June 2025); and BCI/BEI indices (latest: Q3 FY2025, 

published January 2025). No figure has been projected, estimated, or adjusted beyond what the cited 

source explicitly states. 

3.2  Source Register 
 

Table 5: Complete Source Register — 17 Verified Sources 

Code Source Title Publisher Date 

GJ-01 Gujarat Investment Report IBEF Oct 2025 

GJ-02 GSDP Data — FY 2025-26 BE DES Gujarat / GoG FY26 BE 

GJ-03 Gujarat Budget Highlights 2026-27 Government of 
Gujarat 

Feb 2026 

GJ-04 Udyam Registration — State Data Ministry of MSME Dec 2024* 

GJ-05 Gujarat Industrial Policy 2020 Industries Dept, GoG 2020 

GJ-06 Green GIDC Initiative Press Release Government of 
Gujarat 

Mar 2025 

GJ-07 New Industrial Policy — Services Government of 
Gujarat 

Sep 2025 

IN-01 MSME Overview (data: Nov 20, 
2025) 

IBEF Nov 2025 

IN-02 Understanding Indian MSME Sector SIDBI-CRISIL May 2025 

IN-03 MSME Outlook Survey — Round 1 SIDBI Q3 FY2025* 

IN-04 Annual Survey of MSMEs in India ICRIER Mar 2025 

IN-05 MSME Annual Report 2024-25 Ministry of MSME 2025 

IN-06 Union Budget 2026-27 — PIB Ministry of Finance Feb 2026 

IN-07 Economic Survey 2025-26 Ministry of Finance Jan 2026 
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Code Source Title Publisher Date 

IN-08 MSME Samadhaan Portal Data Ministry of MSME Dec 2024* 

IN-09 Compliance Cost Report 2024-25 TeamLease RegTech 2024-25* 

IN-10 Enhancing Competitiveness of 
MSMEs 

NITI Aayog May 2025 

* Denotes latest available data at time of publication. Sources marked * may have been updated after 

this report's data cut-off of March 2026. 

 

Phase 2 — Primary Survey (Q3 FY 2026-27) 

A structured primary survey of 500+ MSME founders across six Gujarat industrial clusters is 
planned for Phase 2: Morbi (Ceramics), Jamnagar (Brass), Surat (Textiles/Chemicals), Ahmedabad 
(Pharma/Powerlooms), Ankleshwar (Chemicals), Veraval (Fish Processing). 

Phase 2 will produce Gujarat's first cluster-specific operational benchmarking dataset across all 
six gap domains. Partners: consulting@drsagarburse.com 
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Gap 1: Human Resources & People Management 

Gujarat's cluster enterprises rely on community-held, informally transmitted craft skills. 
When that pool is disrupted, there is no system to replace it. 

The Gujarat Context 

Gujarat's MSME clusters are built on craft labour that is geographically concentrated, skill-specific, 

and community-networked. In Morbi, kiln operation, tile pressing, and ceramic painting skills are 

transmitted within specific artisan communities — not through any documented training protocol. In 

Jamnagar, brass machining precision is held by multi-generational operators with no written setup 

standard. In Ankleshwar, reactor operation and batch management knowledge resides in a small 

number of experienced workers whose departure takes the enterprise's process knowledge with it. 

 

This is not a Gujarat-specific problem — it is a Gujarat-amplified problem. Because Gujarat's industrial 

output is so heavily concentrated in cluster-based manufacturing, the systemic absence of workforce 

documentation has consequences proportionally more severe than in more dispersed manufacturing 

states. 

 
Figure 4: HR & People: Key Indicators (National Sample, SIDBI Surveys 2024-25) 

* National survey data — latest available. Gujarat cluster-level disaggregation not available in 

published sources. | Sources: SIDBI-CRISIL May 2025; SIDBI Outlook Survey Q3 FY2025. 

Evidence from Secondary Sources 

The SIDBI-CRISIL survey (May 2025, 2,097 respondents) identifies tiles and sanitaryware — directly 

applicable to Morbi — and readymade garments — Ahmedabad and Surat — among the sectors with 

the highest incidence of skilled labour shortage nationally.9 Defence equipment, hotel and hospitality, 

and RMG also feature. Three of these five categories have direct and substantial Gujarat cluster 

representation. 
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About one-sixth of respondents across all sectors in the SIDBI Outlook Survey (Q3 FY2025) expressed 

dissatisfaction with labour productivity and availability of skilled labour.10 Forward-looking 

expectations are bullish: 30–40% of respondents plan to increase their workforce in the year ahead, 

with manufacturing showing the most pronounced hiring intent.10 Employment was broadly stable in 

Q3 FY2025, with 62% of respondents keeping workforce strength unchanged.10 

 

Women entrepreneurship has reached 26.2% of proprietary enterprises nationally, per the Annual 

Survey of Unincorporated Sector Enterprises 2023-24 — the latest available disaggregated ownership 

data.9 Among women-led MSME respondents, 76% have access to credit, but 41% identify credit 

access and high competition as their largest obstacle.9 The ICRIER survey (March 2025) provides a 

forward signal: 62% of e-commerce-integrated enterprises — the more systemised cohort — invested 

in training employees following platform integration.11 This establishes that the HR gap is co-produced 

by enterprise management decisions, not only by labour market conditions. 

 

The HR gap in Gujarat's cluster enterprises is not a recruitment problem. 

It is the absence of any documented workforce system between the founder and the shop floor. 

 

Structural Diagnosis 

Gujarat's Industrial Policy 2020 mandates industrial training institutes in each district and provides 

skill development support.5 The supply infrastructure exists. The demand-side failure is at the 

enterprise level: most cluster MSMEs do not document job roles, do not have onboarding protocols, 

do not conduct structured performance reviews, and have no retention mechanisms beyond the 

founder's personal relationship with workers. When workers leave — and the SIDBI Outlook Survey's 

30–40% hiring intent among peers suggests they will be actively recruited10 — the enterprise has no 

system to maintain continuity. 
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Gap 2: Finance, Credit Access & Working Capital 

A ₹30 lakh crore national credit gap sustained not by bank reluctance alone, but by the 
absence of financial documentation at the enterprise level in Gujarat's supply chains. 

The Gujarat Context 

Gujarat's MSME clusters are embedded in multi-tier supply chains where payment term asymmetry is 

structurally enforced. Ceramic manufacturers in Morbi supply to national retail chains on 60–90 day 

credit cycles. Chemical producers in Ankleshwar supply to large FMCG companies on buyer-dictated 

terms that regularly exceed the statutory 45-day MSME protection limit. Auto component 

manufacturers in Vadodara supply to OEMs on procurement schedules that have no accountability to 

MSMED Act provisions. In each relationship, the Gujarat MSME is the weaker party — absorbing the 

financing cost of the extended payment cycle at an average MSME borrowing rate of 12.27%.11 

 
Figure 5: Finance & Credit: Key Indicators (National Sample, 2024-25) 

* Latest available Samadhaan portal data as of December 2024. | Sources: SIDBI-CRISIL May 2025; 

MSME Samadhaan Dec 2024; ICRIER Mar 2025. 

Evidence from Secondary Sources 

The MSME sector carries an addressable credit gap of ~₹30 lakh crore — 24% of total credit demand.9 

The gap reaches 27% in services and 35% for women-owned enterprises.9 Informal borrowing remains 

at 12% for micro enterprises, compared to 3% for small and 2% for medium.9 ₹47,677 crore is locked 

in MSME Samadhaan delayed payment disputes as of December 2024 — the latest available portal 

data.14 This represents only formally filed disputes; total payment cycle exposure across the sector is 

structurally larger. 

 

18% of MSME respondents have availed digital lending platforms, despite 90% accepting digital 

payments.9 This 72-percentage-point gap reflects the financial documentation deficit: enterprises 
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generate digital transaction trails through UPI and GST invoicing but have not structured these into 

management accounts and cash flow presentations that digital credit assessment requires. 

 

The ICRIER survey (March 2025) establishes the average MSME loan interest rate at 12.27%, with 

medium enterprises at 11.59% and e-commerce-integrated firms at 12.15%.11 The differential 

represents the credit cost premium paid by enterprises with weaker financial systems. Among 

integrated firms, 51% found platform presence helpful in raising finance from banks and NBFCs; 30% 

accessed collateral-free loans using their digital footprint.11 

 

RXIL facilitated ₹80,500 crore in invoice financing for over 44,000 MSMEs across 1,600 postal codes in 

FY25.8 This demonstrates that TReDS works at scale nationally. Gujarat's cluster enterprises — with 

large, identifiable anchor buyers — are natural TReDS participants. The barriers are discipline: invoice 

documentation consistency and buyer registration initiation. 

 

The credit gap in Gujarat's clusters is a financial systems gap as much as a 
capital market failure. 

Enterprises without management accounts cannot access formal credit. Enterprises on 90-day cycles 
without receivables tracking cannot survive the wait. 

 

Structural Diagnosis 

Gujarat's cluster enterprises sit at the intersection of two compounding vulnerabilities: high working 

capital intensity due to extended buyer payment cycles, and weak financial documentation because 

most enterprises do not maintain monthly management accounts, receivables aging, or rolling cash 

flow forecasts. Without documentation, enterprises cannot access TReDS, CGTMSE-backed working 

capital, or formal credit at competitive rates. Without adequate working capital, they cannot invest in 

the financial systems that would make them bankable. The loop closes inward. 
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Gap 3: Operations & Process Systems 

In Gujarat's cluster manufacturing model, competitive advantage is a process efficiency 
advantage. Most enterprises have no documented process. 
 

The Gujarat Context 

In Morbi's ceramic cluster, hundreds of manufacturers produce near-identical tile products. The 

competitive differentiation between them occurs not at the product design level but at the process 

level: kiln temperature consistency, rejection rates per batch, press cycle times, and delivery 

reliability. These are measurable, manageable process variables. Yet most enterprises in Morbi 

operate without a single documented production standard, batch tracking system, or quality 

checkpoint protocol. Quality variance is managed reactively — through rework, re-firing, and discard 

— rather than through preventive process control. The same dynamic applies in Jamnagar's brass 

cluster, where precision requirements demand SOP-level process control, yet most enterprises rely 

on operator experience rather than documented machine setup specifications. 

 
Figure 6: Operations & Process: Key Indicators (National Sample) 

* National survey data — latest available. Gujarat cluster-level disaggregation not available in 

published sources. | Sources: SIDBI-CRISIL May 2025; ICRIER Mar 2025. 

Evidence from Secondary Sources 

The SIDBI-CRISIL survey identifies inadequate infrastructure and technology adoption as having 

material impact on sector productivity.9 Auto components, iron and steel, and transport and logistics 

are most affected by infrastructure inadequacy.9 Compliance requirements are most onerous for 

fabricated metal products, basic metals, drugs and pharmaceuticals, defence equipment, and plastic 

products — all with direct Gujarat cluster representation.9 

 



Operational Gaps in Gujarat MSMEs — SBC Research, May-2026 

 

  
© Sagar Burse Consulting 2026 | www.drsagarburse.com 13 

 

More than one-third of respondents have adopted some form of sustainable practice: 31% energy-

efficient lighting and machinery; 21% renewable energy.9 Critically, 33% cite limited awareness as the 

primary adoption barrier9 — the same awareness deficit that limits uptake of Gujarat's ICT subsidy 

(65% up to ₹5 lakh), ERP subsidy (65% up to ₹1 lakh), and quality certification support (50% up to ₹10 

lakh).5 

 

The ICRIER survey establishes the compounding return from operational systemisation: approximately 

50% of e-commerce-integrated enterprises invested in R&D of new products post-integration.11 The 

mechanism is not the platform — it is the operational discipline platform participation requires: 

product data management, quality consistency for online ratings, and delivery reliability tracking. 

These disciplines constitute the process systems infrastructure Gujarat's cluster enterprises currently 

lack. 

 

Process investment in Gujarat's cluster MSMEs is undervalued because 
its return is diffuse. 

The enterprises that have invested in process documentation are the same enterprises 
accessing export markets, quality certifications, and institutional buyers. 

Structural Diagnosis 

Gujarat's Industrial Policy 2020 provides quality certification support — 50% of fees from recognised 

international certification bodies up to ₹10 lakh.5 International quality certifications require 

documented processes as a prerequisite. An enterprise that has not documented its production SOPs 

cannot apply for ISO, WHO-GMP, or BIS certification. Without certification, it cannot access the export 

markets and large-buyer qualification tenders that certification unlocks. The process documentation 

gap is not simply an internal inefficiency — it is a market access barrier. 
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Gap 4: Sales, Marketing & Market Access 

70% of MSMEs nationally rely on traditional marketing alone. In Gujarat's cluster model, the 
intermediary holds the customer relationship. The manufacturer holds nothing. 
 

The Gujarat Context 

Gujarat's cluster MSME base operates through a specific intermediary-mediated sales model. In 

Morbi, a large share of ceramic sales flows through Ahmedabad-based distributors who own the buyer 

relationships with national retail chains. In Jamnagar, brass fittings reach export markets through a 

small number of established export houses. In Surat, textile trading operates through tightly 

controlled community-based networks. This model is operationally efficient within its historical 

parameters. It breaks down when: (a) intermediary economics shift under e-commerce disruption; (b) 

large buyers implement direct procurement mandates under GeM or reverse auction systems; (c) 

export certification requirements exclude uncertified intermediaries; or (d) price pressure squeezes 

manufacturer margins below viability. Gujarat's cluster enterprises, operating entirely through 

intermediaries, have no direct customer base and no channel alternative when any of these events 

occur. 

 
Figure 7: Sales & Marketing: Key Indicators (National Sample) 

* National survey data — latest available. Gujarat cluster-level disaggregation not available in 

published sources. | Sources: SIDBI-CRISIL May 2025; ICRIER Mar 2025. 

Evidence from Secondary Sources 

70% of MSME respondents continue to use traditional marketing modes — word of mouth, trade fairs, 

and referral networks.9 18% face intense competition and struggle to expand into new markets, most 

pronounced in hospitals, hotels, and IT/ITeS.9 MSME share in India's merchandise exports grew from 

43.6% in FY2023 to 45.7% in FY2024.9 
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The ICRIER survey (March 2025, 2,365 enterprises) provides the critical evidence: 16% of surveyed 

enterprises export, with medium enterprises showing higher export orientation.11 Among export-

oriented enterprises integrated with e-commerce platforms, 93% rely on these platforms to reach 

international markets — including a significant share of micro enterprises.11 E-commerce integration 

is the structural enabler of export participation: enterprises without digital channels are, in effect, self-

excluding from the export market. 

 

Government e-Marketplace (GeM) surpassed ₹5,40,000 crore GMV in FY25, facilitating procurement 

for over 1,60,000 government organisations and supporting more than 1,80,000 Udyam-verified 

women-led MSEs.8 For Gujarat enterprises supplying ceramics, chemicals, textiles, packaged food, and 

consumables to state and central government departments, GeM represents a zero-commission, 

direct-buyer channel. Its underutilisation by Gujarat's cluster base is a direct and quantifiable revenue 

opportunity foregone. 

 

Gujarat's cluster enterprises have customers. They do not have customer 
data. 

The intermediary owns the relationship. When intermediary economics change, the enterprise 
has nothing to fall back on. 

 

Structural Diagnosis 

The ICRIER evidence is unambiguous: enterprises that integrate digital commerce channels show 

higher sales growth, higher profitability, higher employee training rates, and higher export 

participation than non-integrated peers.11 The mechanism is not the platform — it is the commercial 

discipline platform participation enforces: product data, pricing transparency, customer feedback, and 

performance metrics. Gujarat's cluster enterprises need to build these disciplines internally, 

independent of platform adoption, to develop the channel resilience that will sustain them when 

intermediary models are disrupted. 
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Gap 5: Technology Adoption & Digitalisation 

90% accept digital payments. 18% have accessed digital credit. The 72-point gap is a 
financial documentation problem, not a technology infrastructure problem. 
 

The Gujarat Context 

Gujarat's cluster enterprises have the physical technology infrastructure for digitalisation: 

smartphones are universal, UPI is the dominant payment method, GST compliance has enforced digital 

invoicing as a basic requirement, and the state's internet subscriber base stands at 58.82 million as of 

March 2024 — the latest available connectivity data.1 The Green GIDC initiative (March 2025) is 

building renewable energy infrastructure in designated industrial estates.6 What Gujarat's cluster 

enterprises do not have is the internal data discipline to convert this infrastructure into financial 

legibility. A Morbi ceramic enterprise with 180 workers, processing 40–50 batches per week, and 

supplying to 30 distributors — manages all of this through WhatsApp groups and the owner's personal 

memory. There is no production tracking, no inventory management, and no cost-per-batch metric. 

The enterprise is operationally opaque to everyone, including the owner. 

 
Figure 8: Technology Adoption: Key Indicators (National Sample & Gujarat Policy) 

* National survey data — latest available. Gujarat cluster-level disaggregation not available in 

published sources. | Sources: SIDBI-CRISIL May 2025; SIDBI Outlook Q3 FY2025; Gujarat Industrial 

Policy 2020. 

Evidence from Secondary Sources 

90% of MSME respondents accept digital payments; only 18% have availed digital lending platforms.9 

This 72-percentage-point gap is not explained by technology aversion — it is explained by the absence 

of the structured financial records that digital lenders require. Technology adoption is cited as a major 



Operational Gaps in Gujarat MSMEs — SBC Research, May-2026 

 

  
© Sagar Burse Consulting 2026 | www.drsagarburse.com 17 

 

obstacle to growth by a significant proportion of respondents, most pronounced in service-oriented 

sectors.9 

 

Among manufacturing respondents in the SIDBI Outlook Survey, 46% of responses were positive 

towards willingness to invest in new technologies for Q3 FY2025 — the latest available survey round.10 

Gujarat's Industrial Policy 2020 provides direct incentives: 65% of capital cost up to ₹5 lakh for ICT 

adoption; 65% up to ₹1 lakh for ERP implementation.5 The Union Budget 2026-27 introduced a digital 

footprint-based credit assessment model incorporating GST data, Account Aggregator bank statement 

analysis, and ITR history.13 This creates the most significant commercial incentive for MSME 

technology adoption ever created by policy: consistent digital financial records directly determines 

credit access speed and cost. 

 

The ICRIER survey establishes compounding returns from digital adoption: 62% of integrated firms 

invested in employee training post-integration; approximately 50% invested in R&D; 51% accessed 

finance more easily; 30% secured collateral-free loans.11 

 

Technology adoption in Gujarat's cluster MSMEs follows operational 
discipline — it does not precede it. 

The enterprises in the ICRIER data with highest digital integration are the same enterprises with 
the most developed HR, financial, and process systems. 

 

Structural Diagnosis 

The sequencing insight from the evidence is counterintuitive: technology is the amplifier, not the 

catalyst. The catalyst is the decision to manage by data. Gujarat's Policy subsidies for ICT and ERP are 

available.5 They will be underutilised as long as enterprises approach technology as a tool to install 

rather than as a management discipline to adopt. The commercial consequence of the Union Budget's 

digital credit assessment model13 — documented digital records as a condition of competitive credit 

— is the most powerful demand-side lever yet created for MSME technology adoption. 
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Gap 6: Governance & Regulatory Compliance 

Gujarat's chemical, pharmaceutical, and ceramic clusters face compliance stacks far beyond 
standard GST and labour obligations. Most enterprises manage them reactively. 
 

The Gujarat Context 

Gujarat's regulated cluster sectors carry multi-regulator compliance stacks that are sector-specific and 

materially consequential. Pharmaceutical enterprises in Ahmedabad and Vapi face CDSCO licensing, 

WHO-GMP audit requirements, and Schedule M compliance, in addition to standard GST, EPFO, ESIC, 

and Factories Act requirements. Chemical producers in Ankleshwar face GPCB consent requirements, 

CPCB hazardous waste authorisations, and transportation of dangerous goods compliance. Ceramic 

enterprises in Morbi face GPCB air and water emission norms and worker safety obligations. Food 

processors face FSSAI multi-licence requirements. In each of these sectors, compliance failure is not 

simply a financial penalty risk — it is a market access risk. A pharmaceutical enterprise that fails a 

WHO-GMP audit loses its export eligibility immediately. 

 
Figure 9: Governance & Compliance: Key Indicators 

 

* National survey data — latest available. Annual compliance cost estimate from TeamLease RegTech 

2024-25 — latest available published estimate. | Sources: TeamLease RegTech 2024-25; SIDBI-CRISIL 

May 2025; GoG Budget 2026-27; Gujarat Industrial Policy 2020. 

Evidence from Secondary Sources 

Annual compliance costs for manufacturing MSMEs are estimated at ₹13–17 lakh per enterprise — 

the latest available estimate from TeamLease RegTech (2024-25).15 For an enterprise with revenues of 

₹2–5 crore, this represents 3–8% of turnover on compliance administration alone. 35% of MSME 

respondents remain unregistered on Udyam, citing lack of awareness and anticipation of regulatory 
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scrutiny.9 These unregistered enterprises cannot access Gujarat Industrial Policy subsidies, CGTMSE 

guarantees, RAMP scheme benefits, or the GeM marketplace — all conditioned on Udyam 

registration. 

 

A large number of the 2,097 SIDBI-CRISIL respondents consider regulatory compliance a major 

burden.9 Manufacturing businesses with the highest compliance burden include fabricated metal 

products, basic metals, drugs and pharmaceuticals, defence equipment, and plastic products.9 Four of 

these five categories have direct Gujarat cluster representation. NITI Aayog's May 2025 report 

identifies regulatory compliance simplification as a primary lever for enterprise-level productivity 

improvement.16 

 

Gujarat's Industrial Policy 2020 provides quality certification support at 50% of certification fees from 

recognised international certification authorities, up to ₹10 lakh per enterprise; and ZED certification 

assistance at 50% of cost up to ₹50,000 after GoI deduction.5 These incentives are specifically designed 

to help cluster enterprises meet export and large-buyer quality standards. They are underutilised 

because most enterprises do not have the internal compliance management infrastructure to track, 

prepare for, and apply under these programmes. 
 

 

The compliance gap has two components: the cost of compliance, and 
the cost of not knowing what compliance is required. 

The second component is larger. Enterprises with no tracking system pay penalties for unknown 
obligations and miss benefits they were entitled to. 

 

Structural Diagnosis 

Gujarat's Budget 2026-27 allocates ₹2,262 crore for MSME and cottage industries.3 The fiscal space 

for cluster-level compliance support exists. The Industries Commissionerate has a single-window 

investment facilitation function under the Gujarat Single Window Clearance Act 2017 — but not a 

single-window compliance management function. An enterprise with a Compliance Master Register, 

internal ownership of each regulatory obligation, and a renewal calendar will spend significantly less 

on compliance administration than one managing the same obligations reactively. 
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Section 10: Cross-Sector Operational Gap 
Severity — Gujarat Clusters 

 

The matrix below synthesises operational gap severity across eight Gujarat MSME cluster sectors and 

six gap domains. HIGH: systemic gap with documented sector-specific evidence. MED: gap present 

with partial mitigants. Ratings reflect SBC's analysis of SIDBI-CRISIL sectoral survey data (May 2025) 

and IBEF Gujarat cluster data (October 2025). Note: these are analytical judgements applied to 

national sector findings — Gujarat cluster-level survey data is not available in the published sources. 

 

Table 6: Operational Gap Severity Matrix — Gujarat MSME Clusters (SBC Analysis, March 2026) 

Gap 
Domain 

Ceramics 
(Morbi) 

Brass 
(Jamnaga

r) 

Chemicals 
(Ankleshwa

r) 

Pharma 
(Ahmedaba

d) 

Textiles 
(Surat) 

Auto 
Comp 

(Vadodar
a) 

Fish Proc 
(Veraval) 

IT/ITeS 
(Ahmedaba

d) 

HR & 
People 

HIGH HIGH MED MED MED MED HIGH HIGH 

Finance 
& Credit 

HIGH HIGH HIGH HIGH HIGH HIGH HIGH MED 

Operation

s & 
Process 

HIGH HIGH HIGH HIGH MED HIGH HIGH MED 

Sales & 
Marketin

g 
MED MED MED MED HIGH MED HIGH HIGH 

Technolog
y 

HIGH MED HIGH HIGH MED HIGH HIGH HIGH 

Governanc
e & 

Complianc
e 

MED MED HIGH HIGH MED MED HIGH HIGH 

 

Colour coding: RED = HIGH severity | AMBER = MED | Note: Latest available sector data from SIDBI-

CRISIL May 2025 and IBEF Gujarat Oct 2025. | Sources: GJ-01, IN-02. 

Key Observations 

Finance and Credit is rated HIGH in seven of eight Gujarat clusters — the most pervasive gap domain 

across the state's MSME base. The single MED rating is for IT/ITeS, where e-commerce and digital 

payment adoption provides partial working capital management alternatives to formal credit.11 
 

Governance and Compliance is rated HIGH in chemicals (Ankleshwar), pharmaceuticals (Ahmedabad), 

fish processing (Veraval), and IT/ITeS (Ahmedabad) — the four most heavily regulated sectors. This is 
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consistent with the SIDBI-CRISIL finding that drugs and pharmaceuticals, fabricated metal products, 

and basic metals report compliance requirements as most onerous.9 
 

Fish Processing (Veraval) records HIGH ratings across five of six domains — the most severe cluster-

level operational gap profile in Gujarat. This reflects geographic remoteness from institutional support 

infrastructure, export-sector formality requirements, high workforce informality, and limited 

technology penetration in cold chain and processing operations. 
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Section 11: The Cost of Inaction — Quantified for 
Gujarat's Cluster MSMEs 

 

The operational gaps documented in this report translate into quantifiable cost burdens at the 

enterprise level. The estimates below are derived exclusively from cited secondary sources; all figures 

carry 'latest available' notes where applicable. To contextualise these estimates, they are applied to 

an SBC Reference Enterprise — an analytical construct defined by SBC for illustrative purposes and 

not representing any surveyed enterprise in the cited sources: a small-to-medium manufacturing 

MSME operating in a Gujarat industrial cluster, with annual revenues of ₹25–75 crore, employing 75–

200 people, and supplying to institutional buyers on credit terms. This profile sits within the small 

enterprise category under the revised MSME classification (investment up to ₹25 crore; turnover up 

to ₹100 crore) and the lower end of the medium enterprise category (turnover up to ₹500 crore), and 

is representative of established cluster manufacturers — a mid-size ceramics producer in Morbi, a 

brass components exporter in Jamnagar, or a specialty chemicals unit in Ankleshwar. 

 

Table 7: Cost of Operational Inaction — Gujarat Manufacturing MSME (Reference Enterprise) 

Cost Category Annual 
Estimated Cost 
per Enterprise 

Evidence Base & Data 
Currency 

Source 

Regulatory Compliance 
Administration 

₹13–17 lakh Covers labour law, 
environmental, GST, 

GPCB/CDSCO/FSSAI [Latest 
available: 2024-25 

estimate] 

TeamLease 
RegTech, 
2024-25 

Delayed Payment 
Working Capital Cost 

₹3–9 lakh Cost of financing 60–90 day 
cycles on ₹1–3 crore 

receivables at 12.27% 
[Based on Dec 2024 

Samadhaan data] 

MSME 
Samadhaan 
Dec 2024; 

ICRIER Mar 
2025 

Missed Gujarat Policy 
Scheme Entitlements 

₹2–12 lakh Capital subsidy 10–25%; ICT 
65% up to ₹5L; Quality cert 
50% up to ₹10L [Policy in 

force under Gujarat IP 
2020] 

Gujarat 
Industrial 

Policy 2020 

Credit Premium 
(Informal vs Formal) 

₹2–6 lakh 12% informal vs 12.27% 
formal rate; cost of 
unoptimised credit 

structure [Latest available: 
ICRIER Mar 2025] 

SIDBI-CRISIL 
May 2025; 
ICRIER Mar 

2025 
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Conservative aggregate: ₹35–65 lakh per SBC Reference Enterprise 
annually in quantifiable inaction costs 

All figures based on latest available secondary data. Source: TeamLease RegTech 2024-25; SIDBI-CRISIL 
May 2025; ICRIER Mar 2025; Gujarat Industrial Policy 2020. 

 

For Gujarat's 33.28 lakh registered MSMEs (latest available: December 2024), assuming conservatively 

that 15% are small-to-medium manufacturing enterprises with revenues above ₹5 crore — 

approximately 5 lakh enterprises — carrying a median inaction cost of ₹35 lakh, the state-level annual 

cost estimate exceeds ₹1,75,000 crore. This is an order-of-magnitude indicator, not a precise 

projection, and is presented solely to frame the scale of the operational gaps that the 

recommendations in Section 12 are designed to address. 
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Section 12: Recommendations 

 

Eleven recommendations across three tiers. Each follows a standard framework: Issue → Root 

Cause → Intervention → Owner → 90/180/365-day Milestones → Success Metric. All are 

grounded in specific evidence from the cited sources in this report. 

 
 

TIER 1 — For MSME Founders 

 

For MSME Founders · Recommendation 1.1 

Implement Monthly Financial Visibility Before Applying for Credit 

Issue: Gujarat's cluster MSMEs carry 60–90 day buyer payment cycles against 
30-day supplier obligations. Without monthly financial dashboards, 
working capital stress is invisible until it is a crisis. 18% of MSMEs 
nationally have accessed digital lending despite 90% accepting digital 
payments — the gap is financial documentation.9 

Root Cause: No internal demand for financial data between quarterly CA meetings. 
No monthly management account. No receivables aging. Cash position 
managed by intuition, not by system. 

Intervention: Build a monthly dashboard: gross margin by customer and product; 
receivables aging (30/60/90/90+ days); 13-week rolling cash flow 
forecast; bank position reconciled weekly. Use existing GST data and 
Tally/Busy entries as the base. Register on RXIL or NSE-IFSC TReDS — 
RXIL facilitated ₹80,500 crore for 44,000 MSMEs in FY25.8 

Owner: Proprietor / MD. Monthly review with CA on first Monday of each 
month. 

Milestones: 90 days: Dashboard built; first two monthly reviews completed. 180 
days: TReDS registration done; first invoice discounted. 365 days: 
Formal credit application submitted using 12 months of management 
accounts. 

Success Metric: Reduction in informal borrowing share; time-to-credit-approval from 
institutional lender; interest rate secured vs. 12.27% sector average. 

 

For MSME Founders · Recommendation 1.2 

Claim Gujarat Industrial Policy Incentives Within the Policy Period 

Issue: Gujarat Industrial Policy 2020 provides capital subsidies of 10–25% on 
term loans, interest subsidies of 5–7% p.a., 65% ICT support up to ₹5 
lakh, and quality certification support at 50% up to ₹10 lakh.5 These are 
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cash benefits with a defined policy period. Enterprises that do not 
apply forfeit the entitlement permanently. 

Root Cause: No person assigned internally to track and claim available entitlements. 
Application process perceived as complex. CA engagement is 
compliance-driven, not scheme-activation-driven. 

Intervention: Assign one person as Scheme Tracking Officer. Conduct an entitlement 
audit within 90 days: list every subsidy and scheme the enterprise 
qualifies for under Gujarat Industrial Policy 2020, RAMP, CGTMSE, and 
MUDRA. First contact: District Industries Centre (DIC). 

Owner: Proprietor assigns; Finance Manager / CA executes; DIC as primary 
application interface. 

Milestones: 90 days: Entitlement audit completed with application deadlines 
noted. 180 days: Minimum two applications filed. 365 days: At least 
one subsidy disbursement received. 

Success Metric: Total subsidy value claimed in rupees; applications filed and approved; 
effective cost of capital reduction. 

 

For MSME Founders · Recommendation 1.3 

Build a Compliance Master Register 

Issue: Annual compliance costs of ₹13–17 lakh per manufacturing MSME 
(TeamLease RegTech, 2024-25 — latest available estimate15) include 
significant penalty costs that proactive management would avoid. 
Gujarat's chemical, pharmaceutical, and ceramic clusters carry multi-
regulator obligations — GPCB, CDSCO, FSSAI, BIS, Factories Act — 
managed reactively. 

Root Cause: No internal compliance tracking system. CA manages tax filings but 
does not own licence renewals. No central view of all regulatory 
obligations across all bodies. 

Intervention: Build a Compliance Master Register: a single document listing every 
licence, registration, permit, and return obligation — with renewal 
date, assigned person, and fee amount. Review monthly. 

Owner: Proprietor assigns; Company Secretary or Finance Manager owns; CA 
provides initial inventory. 

Milestones: 90 days: Register built; all renewal dates entered. 180 days: First full 
compliance cycle with no late filing. 365 days: Zero penalty notices for 
any tracked obligation. 

Success Metric: Penalty notices received year-on-year; compliance administration cost 
as % of revenue; licences renewed proactively vs. reactively. 
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For MSME Founders · Recommendation 1.4 

Register on GeM and Activate One Non-Intermediary Sales Channel 

Issue: Gujarat's cluster enterprises are 100% dependent on intermediary 
sales channels. When intermediary economics shift, there is no 
alternative. GeM surpassed ₹5,40,000 crore GMV in FY25, supporting 
over 1,80,000 Udyam-verified women-led MSEs.8 Gujarat government 
departments are active buyers of ceramics, chemicals, textiles, and 
consumables. 

Root Cause: No internal sales management system. No CRM. No customer data 
ownership. All buyer relationships held by intermediaries. 

Intervention: Register on GeM using Udyam and GST credentials — zero cost, zero 
commission. List top five products government organisations 
purchase. Additionally, implement a weekly pipeline review: active 
prospects, proposals submitted, deals closed. 

Owner: Proprietor / MD for GeM registration; designated sales person for 
weekly pipeline review. 

Milestones: 90 days: GeM registration complete; minimum five products listed. 180 
days: First GeM order received. 365 days: GeM contributing minimum 
5% of total revenue. 

Success Metric: % of revenue from non-intermediary channels; number of direct buyer 
relationships; pipeline conversion rate. 

 
 

TIER 2  —  For Industry Bodies — GCCI & CII Gujarat 

 

For Industry Bodies — GCCI & CII Gujarat   Recommendation 2.1 

Deploy Cluster-Level TReDS Onboarding in Gujarat's Four Highest-
Exposure Clusters 

Issue: ₹47,677 crore locked nationally in MSME Samadhaan payment 
disputes as of December 2024 — latest available data.14 Gujarat's 
ceramic, chemical, auto component, and textile cluster enterprises 
carry the highest delayed payment exposure. RXIL facilitated ₹80,500 
crore for 44,000 MSMEs nationally in FY25.8 Gujarat's cluster 
enterprises are systematically underrepresented. 

Root Cause: Low awareness of TReDS among cluster enterprise owners. Collective 
action problem: individual MSMEs cannot compel large buyers to 
register as anchors. No cluster-level body has structured this 
activation. 

Intervention: GCCI and CII Gujarat to execute TReDS onboarding programmes in 
Morbi, Jamnagar, Ankleshwar, and Surat. One-day workshop per 
cluster covering TReDS mechanics, RXIL/NSE-IFSC registration, and 
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Section 15 MSMED Act buyer obligations. Target: 500 enterprise 
registrations per cluster in 12 months. 

Owner: GCCI (lead: Ahmedabad, Surat, Morbi); CII Gujarat (lead: Ankleshwar, 
Vadodara); RXIL/NSE-IFSC as platform partner. 

Milestones: 90 days: First workshops in Morbi and Jamnagar. 180 days: 1,000 
registrations across four clusters. 365 days: 2,500 registrations; ₹500 
crore+ in invoices discounted. 

Success Metric: MSMEs registered per cluster; total invoice value discounted; average 
days receivable outstanding before and after programme. 

 

For Industry Bodies — GCCI & CII Gujarat · Recommendation 2.2 

Establish Shared Compliance Advisory Cells in Five Major Gujarat 
Clusters 

Issue: Compliance costs of ₹13–17 lakh per manufacturing enterprise 
(TeamLease RegTech, 2024-2515) are disproportionate for micro 
enterprises with revenues below ₹5 crore. Much of this cost is 
informational — regulatory updates arrive after non-compliance has 
occurred. No cluster-level compliance information service exists in 
Gujarat. 

Root Cause: No shared compliance infrastructure at cluster level. Regulatory 
updates reach enterprises reactively. Individual CA engagement is 
compliance-reactive, not compliance-anticipatory. 

Intervention: GCCI and CII Gujarat to establish Compliance Advisory Cells in Morbi, 
Jamnagar, Ankleshwar, Ahmedabad, and Surat: monthly sector-
specific regulatory update bulletins; licence renewal alert service (90-
day and 30-day advance); quarterly compliance health-check template; 
vetted sector-specialist CA referral network. 

Owner: GCCI (coordination); CII Gujarat (technical content); Industries 
Commissionerate Gujarat (regulatory liaison). 

Milestones: 90 days: Cells operational in Ahmedabad and Morbi. 180 days: All five 
cells; 2,000 subscribed enterprises. 365 days: Measurable reduction in 
penalty notices vs. non-subscribed enterprises. 

Success Metric: Enterprises subscribed; regulatory updates issued; enterprises 
reporting zero penalty notices in year of subscription. 

 

For Industry Bodies — GCCI & CII Gujarat · Recommendation 2.3 

Launch a Cluster Financial Documentation Programme with Lead 
Banks 

Issue: The ₹30 lakh crore national credit gap9 is sustained in part by 
enterprise-level financial documentation failure. Gujarat's cluster 
MSMEs do not know what "bankable financial presentation" means. 
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Banks see incomplete applications and reject them. Enterprises see 
rejections and conclude credit is unavailable. 

Root Cause: No cluster-level financial documentation service exists. Banks provide 
no pre-application documentation guidance. The structural barrier is 
documentation quality, not credit supply. 

Intervention: GCCI and CII Gujarat, in partnership with SBI Gujarat Circle, Bank of 
Baroda, and SIDBI, to deliver a Cluster Financial Documentation 
Programme: six-session monthly workshop covering management 
account structure, receivables tracking, cash flow forecasting, loan 
documentation, and scheme application. Maximum 30 enterprises per 
cohort. Minimum three clusters in Year 1. 

Owner: GCCI/CII Gujarat (design and delivery); Lead banks (credit linkage); 
SIDBI Gujarat (scheme integration). 

Milestones: 90 days: Curriculum finalised; first cohort enrolled in Ahmedabad. 180 
days: First cohort completes; minimum 15 enterprises apply for formal 
credit. 365 days: Three clusters completed; track credit approval rate 
of alumni vs. non-participants. 

Success Metric: Alumni accessing formal credit within 12 months; rate secured vs. 
12.27% average; reduction in informal borrowing. 

 
 

TIER 3  —  For Government & Policy Bodies 

 

For Government & Policy Bodies · Recommendation 3.1 

Operationalise a Gujarat Cluster Compliance Dashboard via 
Industries Commissionerate 

Issue: Compliance costs of ₹13–17 lakh per manufacturing enterprise 
(TeamLease RegTech, 2024-2515) are structurally driven by the 
fragmented, multi-portal compliance architecture. GST, GPCB, 
Factories Inspectorate, ESIC, EPFO, FSSAI, CDSCO — each operates 
independently with no central enterprise tracking. 

Root Cause: Industries Commissionerate has a single-window investment 
facilitation function but not a single-window compliance management 
function. State-level compliance architecture remains fragmented 
despite Jan Vishwas decriminalisation at central level. 

Intervention: Industries Commissionerate Gujarat to develop a Cluster Compliance 
Dashboard: web and mobile platform allowing MSME operators to 
view all applicable licences and renewal dates; receive automated 
alerts 90 and 30 days ahead; submit returns across participating 
regulatory bodies. Pilot in Morbi and Ahmedabad in Year 1. Integrate 
with Udyam registration for auto-population. 
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Owner: Industries Commissionerate Gujarat (platform owner); GPCB, Factories 
Inspectorate, FSSAI (participating regulators); NIC Gujarat 
(technology). 

Milestones: 90 days: Platform design and regulatory integration specs finalised. 365 
days: Pilot live; 5,000 enterprise registrations. 730 days: State-wide 
rollout across all GIDC estates. 

Success Metric: Reduction in average compliance cost per enterprise; penalty notices 
issued by participating regulators; platform active users. 

 

For Government & Policy Bodies · Recommendation 3.2 

Direct RAMP Scheme Gujarat SIP Allocation Toward Cluster Process 
Documentation 

Issue: Process documentation — SOPs, quality checkpoints, production 
standards — is the prerequisite for quality certification, export 
eligibility, and large-buyer qualification. Gujarat's Industrial Policy 
provides quality certification support of 50% up to ₹10 lakh per 
enterprise. Enterprises without documented processes cannot apply. 
The incentive exists; the prerequisite does not. 

Root Cause: Process documentation is not a funded activity under any current 
scheme at the cluster level. The RAMP Gujarat SIP focuses primarily on 
credit facilitation. The operational systems development gap is 
unaddressed. 

Intervention: Direct a specific allocation of the RAMP Gujarat SIP toward a Cluster 
Process Documentation Initiative: engage domain-expert consultants 
to develop cluster-specific SOP templates for the top five production 
processes in each target cluster. Subsidise first-year implementation at 
75% for enterprises with revenue below ₹5 crore. Link SOP completion 
to preferential processing of quality certification subsidy applications.5 

Owner: Ministry of MSME / RAMP PMU (scheme owner); Industries 
Commissionerate Gujarat (implementation); cluster associations 
(outreach). 

Milestones: 90 days: Cluster selection and SOP template contracts awarded. 365 
days: 500 enterprises with documented SOPs in first three clusters. 730 
days: 1,000 enterprises; quality certification applications tracked. 

Success Metric: Enterprises with documented SOPs; quality certification applications 
by SOP-documented enterprises; export conversions from certified 
enterprises. 
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For Government & Policy Bodies · Recommendation 3.3 

Activate Digital Credit Readiness Outreach Across All Gujarat GIDC 
Estates and DICs 

Issue: The Union Budget 2026-27 introduced a digital footprint-based credit 
assessment model incorporating GST data, Account Aggregator 
analysis, and ITR history.13 This is the most significant structural reform 
in MSME credit access in a decade. Its impact depends entirely on 
enterprise awareness. The majority of Gujarat's 33.28 lakh registered 
MSMEs (latest available: December 20244) do not know that consistent 
digital records now directly determine their credit access and rate. 

Root Cause: The reform creates a commercial incentive for financial discipline that 
has never existed at this scale. Failing to communicate this to Gujarat's 
cluster enterprises leaves the policy benefit unclaimed and the credit 
gap unchanged despite the reform. 

Intervention: Industries Commissionerate Gujarat, SIDBI Gujarat, and lead banks to 
execute a Digital Credit Readiness Programme across all GIDC estates 
and District Industries Centres. Core message: consistent GST filing + 
digital invoicing + Account Aggregator consent = faster credit + lower 
rate. Format: 2-hour sessions per GIDC estate; live demonstration of 
Account Aggregator consent; one-page Enterprise Digital Credit 
Checklist in Gujarati and English. Target: 50,000 enterprise contacts in 
Year 1. 

Owner: Industries Commissionerate Gujarat (coordination); SIDBI Gujarat 
(technical content); SBI Gujarat Circle, Bank of Baroda, Indian Bank 
(credit linkage); DICs (delivery). 

Milestones: 90 days: Curriculum and collateral finalised; first five GIDC estate 
sessions. 180 days: 25,000 enterprise contacts. 365 days: 50,000 
contacts; Account Aggregator consent rates tracked. 

Success Metric: Enterprises completing Account Aggregator consent; digital credit 
applications from participants; credit approval rate and rate secured 
vs. 12.27% sector average. 
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Conclusion & Phase 2 Announcement 

 

Gujarat stands at an operational inflection point. The macro conditions — 12% GSDP growth,1 

₹4,08,053 crore state budget with 17.5% capital expenditure growth,3 ₹2,262 crore for MSME and 

cottage industries,3 and a policy framework providing capital subsidies of 10–25%, ICT subsidies of 

65%, and quality certification support of 50%5 — are as favourable as they have ever been. Gujarat's 

33.28 lakh registered MSMEs (latest available: December 20244) sit inside the most industrially 

productive state in India. 

 

The operational gaps documented in this report are not policy failures. They are enterprise-level 

systems failures — in people management, financial documentation, process discipline, sales 

infrastructure, technology adoption, and compliance management. These failures compound each 

other: without financial systems, enterprises cannot access credit; without credit, they cannot invest 

in technology; without documented processes, they cannot achieve quality certification; without 

certification, they cannot access export markets. The loop closes inward. 

 

The eleven recommendations in this report — four for founders, three for GCCI and CII Gujarat, and 

three for government — are calibrated to break specific links in that loop. They are grounded in the 

evidence base of the sources cited throughout. They require no new policy architecture: the schemes, 

platforms, subsidy frameworks, and regulatory infrastructure are already in place. What is required is 

operational activation — at the cluster level, for the 33.28 lakh enterprises that are now registered, 

visible to policy, and waiting to be reached. 

 

Phase 2 Research — Call for Partnership 

A structured primary survey of 500+ MSME founders across Gujarat's six major industrial 
clusters is planned for Phase 2, targeted for Q3 FY 2026-27. Clusters: Morbi (Ceramics), 
Jamnagar (Brass), Surat (Textiles/Chemicals), Ahmedabad (Pharma/Powerlooms), 
Ankleshwar (Chemicals), Veraval (Fish Processing). 

Phase 2 will produce Gujarat's first cluster-specific operational benchmarking dataset — 
enabling enterprises to compare their systems maturity against cluster peers across all 
six gap domains in this report. 

Industry bodies, lead banks, government departments, and institutional partners wishing 
to co-design or fund Phase 2: consulting@drsagarburse.com  |  www.drsagarburse.com 
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