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Competition Policy Framework in India and MSMEs

Background 

Competition Policy relates to introduction and fostering of competition principles in executive policies of government on one hand and to provide legal recourse against public or private behaviour those results into stifling of competition in an economy, on the other.  In all developed economies, Competition Policy or Anti-trust framework is considered as one of the most critical elements of market economy. 

Developments in this regard in India are rather of recent origin. While a not-so-effective mechanism of MRTP did exist for curbing monopolies in private markets, there is no precedence of institutional mechanism for restraining executive policies against anti-competitive behaviour.  The Competition Commission of India, established by the Competition Act, 2002 on 14th October, 2003, has however become functional only in 2009. It is mandated by law to:

a. Prohibit anti-competitive agreement which causes or is likely to cause a appreciable adverse effect on competition on market within India,
b. Prohibit abuse of dominant position by enterprise or group, regulate combination where total value of assets or turnover of the parties to combination exceeds the threshold limits prescribed in the Act,
c. To create awareness and impart training on competition issues through advocacy, and
d. To render opinion on competition issues on a reference or otherwise as prescribed in the law.

It is also the responsibility of the CCI to tame anti competitive elements flowing from public action- be it policy or law of the state or regulation of the statutory authority. The effective enforcement of these regulatory provisions coupled with advocacy and advisory measures are expected  to make the markets more competitive. 

Indian Context and need for study 

The Micro Small and Medium Enterprises (MSMEs) are considered the backbone of Indian economy. There are around 26 Million MSMEs employing over 60 Million people and accounting for 45% of Industrial output and over 40% of India’s direct exports. The MSMEs are largely unorganized are affected adversely by external economic environment.   Besides the big-ticket mergers and acquisitions that CPs invariably probe, there are MSME specific areas as well which needs attention, for example:

a. Abuse of dominance and cartelization by large producers of raw material and inputs often have negative fallout on MSMEs.  Many form of anti-competitive practices are prevalent in supply chains.   

b. Anti-competitive practices are also quite common in public procurement where MSMEs could be crowded out by putting unrealistically stringent conditions during pre and post tendering process.   

c. Abusive monopolies could be created through executive orders for supply of certain services  which MSMEs are made to buy at exorbitant prices or in unfavourable in conditions 
However, the MSMEs are largely  ignorant of their rights and responsibilities in the new Competition Policy regime. While the CCI has taken some initiatives to create awareness through seminars, its efforts also lack a strategy in absence of documentation of instances and typology of restrictive executive policies.  

The urgency of the matter is exacerbated because of rising tendencies of protectionism post global financial crisis and resulting slow down in India restricting Indian MSMEs’  access to competitively priced inputs and access to public procurement. 

To address this complex issue, Federation of Indian Micro and Small & Medium Enterprises (FISME), under the project ‘Strategies and Preparedness for Trade and Globalization India’ which is being coordinated by UNCTAD and sponsored by  Department of Commerce (Ministry of Commerce and Industry) and DFID, a study is  being commissioned as to how MSMEs could leverage the new CCI dispensation to their advantage. 

Objective of the Study:

The aim of the study is two fold:

The first objective of the study is to: a) list anti-competitive practices as examples and thus help MSMEs themselves identify such practices affecting their own enterprises both in public and private domain, b) let them know the remedial measures available under the law to mitigate their hardships and c) the process to be followed for initiating action. 

Secondly, the study is to suggest to MSMEs, the CCI and other stake holders, an actionable agenda for effective advocacy to instil competition principles in pubic policies in India.  

 

Scope of Work 

Task 1: 
Study of Competition Policy frameworks in India and abroad-from the perspective of MSMEs, and capturing of best practices and special dispensations for MSMEs in use in other countries 

Task 2: 
Classification of various types of abusive practices (with a view to develop typology) that MSMEs encounter both in private and public domains by dominant corporates/ entities related to public procurement/ raw material supplies/public policies .  

Task 3:   
Study of rights and privileges for MSMEs under CCI dispensation; recourse measures that MSMEs could take to mitigate their grievances against anti competitive practices. 

Task 4:   
Identify existing mechanism in place- list of agencies, experts, law firms and service providers in the field and deficiencies if any from perspective of MSMEs

 Expected  Deliverables

i. A report containing extensive details of the study in conformance to Tasks 1 to task 4 in the form of a Guide in both electronic and print. 
ii. A power point presentation summarizing the key findings of the study.   

Time Schedule:
60 days from the day of acceptance. 
Budget

The budget for the study would be maximum Rs. 5,00,000/- (Rupees Five Lakhs Only) inclusive of travel and stay (if required), fees for the support staff, any other charges and taxes.

Other Terms: 
While the due credit would be given to the author/ agency carrying out the tasks assigned under the study, all IPRs will remain in the name of FISME.   

