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I
ndia is one of the fastest-growing economies 
of the world, with rises in annual GDP trending 
at between 6 and 7 per cent. Among other 
things, this growth has been attributable to the 
robust socio-economic policies enforced by the 

government, a rise in domestic and foreign capital, and 
greater disposable consumption and income. A major 
factor that has contributed to the success of India’s 
economy is the Small and Medium Enterprises (SME) 
sector – including many family-owned businesses.

SMEs are thriving in all sectors including agriculture, 
consumer retail, energy, health, manufacturing, 
services and technology. India is home to one of the 
largest numbers of family businesses and SMEs. 
They account for an estimated 45 per cent of the 
country’s industrial output and 40 per cent of total 
exports. They generate more than 1.3 million jobs 
annually, creating employment for approximately 60 
million Indians. Not surprisingly, the emergence of 
SMEs is a key factor in urbanisation in rural India. 

Challenges

The challenges SMEs and family businesses face in India 
often have unique dimensions. For instance, attracting and 
retaining employees becomes laborious as such people 
may find it difficult to work in a place where there could 
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The challenges 
SMEs and family 
businesses face in 
India often have 
unique dimensions

be family conflicts on jobs; there can 
be overlapping roles among multiple 
generations of family members, which 
can lead to clashes of emotions and 
difficult work cultures; and talented 
staff may find limited opportunities 
for growth because preferential 
treatment is given to family members. 

There is often a lot of pressure 
on those running the businesses to 
hire family members and, once they 
are on board, it can be difficult to 
lay them off for poor performance, 
even if that behaviour is costing the 
business a hefty sum of money. In 
addition, delays over the process 
of succession, such as ascertaining 
which members ought to climb up 
the succession ladder on the death or 
retirement of the current generation, 
often puts these businesses on 
hold until the issue is decided.

Raising funds and finding the right 
investors, hiring and being able to 
manage a team, and the development 
of marketing strategies are a few 
of the most likely challenges every 

startup faces. In a family business, 
there can be wide differences of 
approach between the ones who 
offer solutions and the ones who 
implement them. In order to be able 
to produce a successful product, 
this gap needs to be bridged. An in-
depth understanding of customers 
and their needs is imperative. In a 
country with such great diversity 
as India, developing a pan-Indian 
business becomes challenging as the 
entrepreneurs’ knowledge is often 
limited to needs of consumers of a 
specific region. Yet another hurdle for 
startups is the need to introduce new 
products and retain customers in an 
already existing, competitive market. 

Funding

Not all businesses make it, especially 
those that are not risk aware. As 
part of our research with IRM, we 
interviewed businesses to see what 
some of the stumbling blocks were. 
“An underrated ingredient to a 
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startup’s success is intelligent risk 
taking,” Cyrus Sethna, co-founder 
of EASA, a startup focused on 
simplifying all visa and immigration 
applications, said. “There are 
different schools of thought, but 
I’ve learnt that the simplest way to 
‘calculate’ any risk is to weigh in 
factors of time and money. Simply 
put, if the chance of failure is not 
worth the effort and the funds 
available are limited, it’s probably 
not the right time to take that risk.”

When SMEs and family businesses 
can obtain financial banking, it is 
often at uncompetitive rates. “The last 
couple of years have seen a surge in 
non-performing assets (loan defaults) 
across industries,” a professional 
working in the non-banking financial 
company (NBFC) sector in India, 
who preferred not to be named, 
said. “As a result, banks and finance 
companies have become increasingly 
risk averse and this is reflected 
in the high interest rates charged 
to customers in the unorganised 
sector. Also, the majority of SME 
businesses in India are from the 
unorganised sector, with almost no 

or very little credit history. These two 
factors together make it extremely 
difficult for SME businesses to obtain 
financing from banks and NBFCs.”

A range of issues can deter 
talented individuals from entering the 
sector. “Many SMEs and family-owned 
businesses do not have the right 
delegation of authority, organisation 
structure and culture that supports 
the long-term vision of the company,” 
Ankit Jain, a partner at SMB Catalyst, 
a boutique SME advisory firm in 
India, said. “SMEs often struggle to 
scale up beyond a certain point due 
to inadequate funding and lack of 
exposure to new markets. Emerging 
opportunities and innovation 
are also driving many second-
generation entrepreneurs away 
from their family businesses leading 
to uncertainty on succession and 
expansion of the family business.”

Most people open and invest in 
their businesses without having a 
concrete plan of action to follow. 
They tend to follow the “just do 
it” approach, rather than setting 
out a course of action to start a 
business. Though there are many 

people who do make logical plans 
and ascertain a reasonable financial 
projection, nonetheless there 
continues to be a struggle to manage 
and pay for unforeseen expenses. 

Delays in the commencement of 
the business may occur because of 
issues relating to licences, registration 
and permits. Such delays are beyond 
the control of the owners and can 
put them under a heavy financial 
burden even before the business has 
actually commenced. An uncertain 
pull-out by an investor may also 
be a potential challenge to a new 
business. Uncertain cash flows, 
heavy reliance and dependency 
on creditors may prevent the 
owners from taking lucrative risks 
and result in the business never 
fully reaching its potential. 

Risk management

In many cases, better risk 
management could help such 
businesses succeed. Risk management 
is the process of recognising, 
evaluating, mitigating and controlling 
risks to a company’s capital and profit. 

INDIAN GOVERNMENT INITIATIVES

The Indian government is offering various schemes to boost 
businesses, and many Indian SMEs and family-owned enterprises 
could benefit from them. Here are the most important: 

(a) Credit Guarantee Fund Scheme for MSEs (CGTMSE):  
The Ministry of Micro, Small and Medium Enterprises and Small 
Industries Development Bank of India (SIDBI) have set up a trust, 
Credit Guarantee Fund Trust for MSEs (CGTMSE), to execute 
this scheme. Under this scheme, which is applicable to both 
existing and potential ventures, credit is given to the micro 
and small enterprise (MSE) sector, without the requirement of 
any collateral. Loans may be available to help with executives 
who fall ill. For further details: https://www.cgtmse.in

(b) Credit Linked Capital Subsidy Scheme for Technology 
Upgradation: This scheme is principally aimed at SMEs in the 
Small-Scale Industry sector looking to upgrade their technology. It 
applies to those operating as sole proprietorship and to private and 
public limited companies. For further details: https://bit.ly/2T0UMGV

(c) Market Development Assistance Scheme for MSMEs:  
For those manufacturing SMEs extending participation in 
international trade fairs/shows under MSME India, this scheme 
offers funding. The scheme also covers funding in respect of market 
studies by experts, councils and associations pertaining to a specific 
sector of the industry. For further details: https://bit.ly/3ccP5NF

Emerging opportunities 
and innovation are 
also driving many 
second-generation 
entrepreneurs away 
from their family 
businesses
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IRM’S INDIAN INITIATIVE GATHERS PACE

Students have been passing through IRM qualifications 
in the country thanks to the work of its affiliate partner

The size and nature of the Indian market means that IRM has 
been working on some innovative approaches to bring risk 
management education to the sub-continent, working with 
GLECO International to create an exclusive IRM Indian Affiliate 
partnership to meet local needs. As part of its mission to create 
a sustainable ecosystem of enterprise risk management (ERM), 
the IRM India Affiliate works collaboratively with education 
institutions and corporate organisations in India who are 
contributing towards the development of risk professionals 
by way of introducing students and employees to IRM’s global 
qualifications and training.

With these qualifications, IRM India Affiliate is empowering 
India’s future leaders with the acumen needed to navigate in 
today’s risky world. IRM members in India are working across 
various sectors, including with organisations such as Deloitte, 
Swiss Re, Barclays, Aditya Birla Group, L&T, Edelweiss, India 
First Insurance and others.

IRM officially entered the Indian market in January 2019 
through its collaboration with Hersh Shah, CEO of GLECO 
International. Shah has trained over 1,200 students in 
business risk management using his proprietary simulation 
game, and his students are working at large organisations 
or pursuing further studies at business schools like Babson 
College, Cambridge University and the Wharton School.

IRM India Affiliate is also onboarding industry trainers 
who wish to come back to the classroom to deliver IRM’s 

qualifications. IRM India Affiliate’s Mentorship Board comprises 
industry professional and academics who will work towards 
enhancing the ERM ecosystem. We have also developed 
and delivered customised training programmes for many 
enterprises to upskill their ERM and business teams and  
make them risk-ready. 

IRM India Affiliate has partnered with over eight education 
institutions, and many students have already completed 
an introductory IRM training programme (known as Level 1 
in India), with some moving towards a second level which 
includes the IRM's International Certificate and some 
securing internships. IRM India Affiliate is also in the process 
of delivering customised risk management programmes for 
SMEs, family businesses and large organisations.

Here is what students are saying: “The best part about  
the course was the fact that it wasn’t simply based on 
theoretical learning from PowerPoint presentations. By 
participating in the simulation game, we were actively involved 
in everything that was happening in class and could apply the 
concepts we’ve learnt when we created a risk register and 
completed other challenges.” 

“The methodology used ensured that the students in  
each session developed a better understanding of the 
subject, remained captivated with the ongoing tasks and 
ultimately displayed certain skills which were honed with the 
help of these sessions.”

Below: IRM director of corporate relations Carolyn Williams (second from right), Hersh Shah (far right)  
at Jai Hind college, Mumbai with the students and faculty attending their first IRM risk course
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These risks are often derived from 
a plethora of sources which include 
money-related vulnerability, legal 
liabilities, administration mishaps 
and other catastrophic events. IT 
security risks and information-related 
risks, and the risk management 
techniques to mitigate them, 
have become a top priority for 
all organisations, including SMEs 
and family-owned businesses.

By implementing a risk 
management plan and identifying the 
potential threats before they occur, 
associations have a better chance 
of setting aside enough capital to 
weather the storms ahead. A powerful 
risk management plan would enable 
organisations and businesses to set 
up strategies to combat potential 
threats, limit the effect of such 
threats on the businesses on their 
actual occurrences and mould the 
organisations in such a manner 
so as to be able to adapt to the 

outcome of such threats. The ability 
to comprehend and prevent hazards 
would empower businesses and 
their owners to feel increasingly 
certain about their business choices. 
Moreover, concrete administration 
rules that focus explicitly on 
risk management would ensure 
fulfilment of the objectives of any 
business to the fullest potential.

The SME and family business 
sector is a key to India’s economic 
success. Better risk management 
could make a unique contribution 
to its further progress. 

Hersh Shah is the chief executive 
officer of GLECO International – 

the IRM India Affiliate. It is partnering 
with education institutions, startups, 
family businesses, small-medium 
enterprises and large organisations 
and has a network of 360+ testing 
centres across India. Contact:  
irm.partnerships@thegleco.com
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