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Shri Madhav Lal, AS&DC (MSME), Government of India lighting the lamp on the inaugural occasion of the
MSME Expo - 2010. Other dignitaries are Shri Dinsha Patel, Minister of State (I/C), Ministry of MSME and
Shri Uday Kumar Varma, Secretary (MSME), Government of India.

Techmart India 2010 was inaugurated by Shri Dinsha J. Patel, Hon *ble Minister, MSME (Independent Charge)
in the presence of Shri Uday Kumar Varma, Secretary, Ministry of MSME, Dr H.P.Kumar, CMD, NSIC,
Shri Madhav Lal, AS&DC (MSME), Government of India
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GUIDELINES
MICRO AND SMALL ENTERPRISES -
CLUSTER DEVELOPMENT PROGRAMME

1.

The Ministry of Micro, Small & Medium Enterprises (MSME), Government of India (Gol) has adopted
the cluster development approach as a key strategy for enhancing the productivity and competitiveness
as well as capacity building of Micro & Small Enterprises (MSEs) and their collectives in the country. A
cluster is a group of enterprises located within an identifiable and as far as practicable, contiguous
area and producing same/similar products/services. The essential characteristics of enterprises in a
cluster are:

(a) Similarity or complementarity in the methods of production, quality control and testing, energy
consumption, pollution control, etc

(b) Similar level of technology and marketing strategies/practices
(c) Channels for communication among the members of the cluster
(d  Common challenges and opportunities.

In October 2007, the erstwhile cluster development scheme ‘Small Industries Cluster Development
Programme (SICDP)[] was renamed as ‘Micro & Small Enterprises—Cluster Development Programme
(MSE-CDP)(. It was also decided that the ‘Integrated Infrastructural Development (IID)[] Scheme
shall be subsumed in MSE-CDP for providing developed sites for new enterprises and upgradation of
existing industrial infrastructure. A comprehensive MSE-CDP is being administered by the office of the
Development Commissioner (MSME), Ministry of MSME.

These guidelines for the Micro and Small Enterprises-Cluster Development Programme (MSE-CDP)
are issued in supersession of the previous guidelines relating to SICDP and 1ID schemes and encompass,
inter-alia, the procedure and funding pattern for admissible activities, namely:

(i)  Diagnostic Study Reports: To map the business processes in the cluster and propose remedial
measures, with a validated action plan.

(i) Soft Interventions: Technical assistance, capacity building, exposure visits, market development,
trust building, etc. for the cluster units.

(iii)  Detailed Project Report: To prepare a technical feasible and financially viable project report
for setting up of a common facility center for cluster of MSE units and/or infrastructure
development project for new industrial estate/area or for upgradation of infrastructure in existing
industrial estate/area/cluster.

(iv)  Hard Intervention/Common Facility Centres (CFCs): Creation of tangible ‘assets’] like Testing
Facility, Design Centre, Production Centre, Effluent Treatment Plant, Training Centre, R&D
Centre, Raw Material Bank/Sales Depot, Product Display Centre, Information Centre, any other
need based facility.

(v)  Infrastructure Development: Development of land, provision of water supply, drainage, power
distribution, non-conventional sources of Energy for common captive use, construction of roads,
common facilities such as First Aid Centre, Canteen, other need based infrastructural facilities
in new industrial (multi-product) areas/estates or existing industrial areas/estates/clusters.
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The projects sanctioned under erstwhile SICDP (renamed MSE-CDP) and Integrated Infrastructural
Development (IID) schemes will also be eligible for financial support issued under the scheme as per earlier
approvals.

4.  Obijectives of the Scheme

(i)  To support the sustainability and growth of MSEs by addressing common issues such as
improvement of technology, skills and quality, market access, access to capital, etc.

(i)  To build capacity of MSEs for common supportive action through formation of self help groups,
consortia, upgradation of associations, etc.

(iii)  To create/upgrade infrastructural facilities in the new/existing industrial areas/clusters of MSEs.

(iv)  To set up common facility centres (for testing, training centre, raw material depot, effluent
treatment, complementing production processes, etc).

5.  Strategy and Approach

Given the diverse nature of the MSEs in terms of both geographical location and sectoral composition,
the MSE-CDP scheme aims at addressing the needs of the industries, through well defined clusters and
geographical areas. This will enable achieving the economies of scale in terms of deployment of
resources as well as focusing on the specific needs of similar industries. The capacity building of
associations, setting up of special purpose vehicles (SPVs), consortia, etc. which are integral part of
the scheme would enable the MSEs to leverage their resources and also to have better access to public
resources, linkages to credit and enhance their marketing competitiveness.

6. Diagnostic Study

The first and foremost activity in the cluster development process is to conduct a diagnostic study. The
objective of conducting diagnostic study in a cluster is to map all the business processes of the cluster
units viz. manufacturing processes, technology, marketing, quality control, testing, purchase,
outsourcing, etc to find out its strengths, weaknesses, threats and opportunities (SWOT), problems and
impediments, suggestions and a well-drawn action plan for enhancing competitiveness of the units of
the cluster and to position the cluster on a self sustaining trajectory of growth. Diagnostic Study Report
(DSR) is very important document and the study should be conducted with special attention. The
Study should focus on enhanced competitiveness, technology improvement, adoption of best
manufacturing practices, marketing of products, employment generation, etc. There has to be direct
linkages between the problems highlighted in the report and the measures suggested for improvement.

(@  The DSR should preferably be prepared by the end users and other agencies should only
facilitate in preparation of reports. In case the DSR is prepared by other expert agencies other
than end users, these reports must be thoroughly discussed with and vetted by the end users
and concerned State Government. Such agencies should have relevant expertise in cluster
development.

(b)  Specific needs of the cluster regarding IPRs, Technology Upgradation, Information and
Communication Technologies (ICT), Enterprise Resource Planning (ERP), energy efficiency,
lean manufacturing, technology benchmarking (international/national), market potential
assessment, skill up-gradation/certification system, design development, comparative study
with other clusters, twining of clusters, need to improve safety, health, business literacy, welfare
of workforce by the enterprises and their common bodies, social upliftment, etc. should be
examined and included in the DSR.

(c)  Gol grant of maximum Rs 2.50 lakh will be provided for preparation of DSR for one cluster. For
the field organizations of the Ministry of MSME, this financial support will be Rs 1.00 lakh. The
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cost includes the expenses towards visits to cluster, compilation of data, validation of action
plan, hiring of consultant, special studies (if required), printing & stationery, etc. 50% of the
amount sanctioned will be released after the approval. Balance 50% will be released only after
acceptance of report.

(d)  DSR for one cluster should be prepared within a period of 3 months, unless extended with the
approval of Development Commissioner (MSME).

7.  Soft Interventions

Soft activities under the programme would consist of activities which lead to creation of general
awareness, counseling, motivation and trust building, exposure visits, market development including
exports, participation in seminars, workshops and training programmes on technology upgradation,
etc. These interventions bring about general attitudinal changes necessary to initiate improvement in
the existing style of working of the MSEs in the cluster. It is necessary to prepare a Diagnostic Study
Report (DSR) including validated action plan, performance indicators/milestones to evaluate the project,
before undertaking Soft Interventions. Activities are undertaken as per approved action plan included
in DSR.

(@  Thecritical mass in a cluster for effectively realising the demonstrative impact of soft interventions
should be maximum but not less than 25 units participating in the cluster development activities.
However, for difficult and backward regions and for special entrepreneur groups having a
sizeable presence of Women/SC/ ST/Minorities, the critical mass could be 20.

(b)  Maximum limit for project cost would be Rs 25.00 lakh per cluster. Indicative details of activities
are given in Annex-1. Gol grant for the soft interventions will be 75% of the sanctioned amount
of the project cost. For NE & Hill States, Clusters with more than 50% a) micro/ village, b)
women owned, ¢) SC/ST units, the Gol grant will be 90%. The cost of project will be moderated
as per size/turnover of the cluster.

(c)  The share of the cluster beneficiaries should be as high as possible but not less than 10 per cent
of the total cost of Soft Interventions. State Government/other stakeholders contribution will be
considered as gap funding.

(d)  Funds will be released after getting commitment from the State Government/Implementing
Agencies that required share of the cost of interventions in the cluster is contributed by the
cluster actors and other institutions/stakeholders. Funds will be released in two/three installments
depending upon the implementation plan, requirements of funds.

(e)  Theduration of soft interventions will be maximum 18 months, unless extended with the approval
of Steering Committee.

8. Detailed Project Report (DPR)

A Gol grant of maximum Rs 5.00 lakh will be provided for preparation of a technical feasible and
financially viable Project Report for setting up of a common facility centre for cluster of MSE units and/
or infrastructure development Project for new industrial estate/area or for upgradation of existing
infrastructure in existing industrial estate/ area/cluster. 50% of the amount sanctioned will be released
after the approval. Balance 50% will be released only after acceptance of report.

(@  The DPR should include financial analysis like internal rate of return, break-even point, debt-
service coverage ratio, sensitivity analysis, etc., using basic templates such as projected profit
& loss account, projected balance sheet etc. The indicative format for preparation of DPR is
given at Annex-2.
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(b)

DPR should be appraised by a bank (if bank financing is involved)/independent Technical
Consultancy Organization/SIDBI.

9. Hard Interventions (Setting up of CFCs)

Hard Interventions under the programme will consist of creation of tangible ”assets” as Common
Facility Centres (CFCs) like Common Production/Processing Centre (for balancing/correcting/improving
production line that cannot be undertaken by individual units), Design Centres, Testing Facilities,
Training Centre, R&D Centres, Effluent Treatment Plant, Marketing Display/Selling Centre, Common
Logistics Centre, Common Raw Material Bank/Sales Depot, etc.

(a)

The Gol grant will be restricted to 70% of the cost of project of maximum Rs 15.00 crore. Gol
grant will be 90% for CFCs in NE & Hill States, Clusters with more than 50% a) micro/village,
b) women owned, c) SC/ST units. The cost of project includes cost of Land (subject to max. of
25% of Project Cost), building, pre-operative expenses, preliminary expenses, machinery &
equipment, miscellaneous fixed assets, support infrastructure such as water supply, electricity
and margin money for working capital.

The entire cost of land and building for CFC shall be met by SPV/State Government concerned.
In case existing land and building is provided by stakeholders, the cost of land and building
will be decided on the basis of valuation report prepared by an approved agency of Central/
State Govt. Departments/Fls/Public Sector Banks. Cost of land and building may be taken towards
contribution for the project. CFC can be set up in leased premises. However, the lease should
be legally tenable and for a fairly long duration (say 15 years).

It is necessary to form an SPV prior to setting up of and running the proposed CFC. An SPV is a
clear legal entity (Cooperative Society, Registered Society, Trust or a Company) with evidence
of prior experience of positive collaboration among its members. The SPV should have a
character of inclusiveness wherein provision for enrolling new members to enable prospective
entrepreneurs in the cluster to utilise the facility should be provided. In addition to the
contributing members of the SPV, the organizers should obtain written commitments from
‘usersL! of the proposed facilities so that its benefits can be further enlarged. Bylaws of SPV
should have provisions for CDE/CDA and one State Govt. official as members of the SPV.

There should be a minimum of 20 MSE cluster units serving as members of the Special Purpose
Vehicle (SPV). There is no ceiling on the maximum number of members. In special cases,
where considerations of investments, technology or small size of the cluster warrant lesser
number of units, a minimum of 10 MSE units may be considered for the SPV.

The share of the cluster beneficiaries should be as high as possible but not less than 10 per cent
of the total cost of CFC. State Government contribution will be considered as gap funding. All
the participating units should be independent in terms of their financial stakes and management.
No single unit will hold more than 10 per cent in the equity capital (or equivalent capital
contribution) of the SPV.

Large mother manufacturing firms (whether in the public or private sector), other major buyers
of the cluster MSE products, commercial machinery suppliers, raw material suppliers and
business development service (BDS) providers will be eligible to contribute up to 49 per cent
for SPV, provided management of SPV remains clearly with the intended beneficiary SPV. The
SPV may also raise loans from banks to take care of any shortfall, expansion, etc. on the
condition that the plant and machinery in the CFC purchased with Government assistance will
not be hypothecated and the first right thereto will rest with the Government.
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(g  Contribution by the SPV/State Government or the beneficiaries! share should be made upfront.
Necessary infrastructure like land, building, water and power supply, etc must be in place or
substantial progress should have been made in this regard before Gol assistance is released.
Where bank finance is involved, written commitment of the bank concerned to release
proportionate funds will also be necessary before release of Gol assistance.

(h)  The CFC may be utilized by the SPV members and as also others in the cluster.

(i)  The CFC should be operationslised within two years from the date of final approval, unless
extended with the approval of Steering Committee.

(j) Escalation in the cost of project above the sanctioned amount, due to any reason, will be borne
by the SPV/State Government. The Central Government shall not accept any financial liability
arising out of operation of any CFC.

(k) User charges for services of CFC shall be close to prevailing market prices, as decided by the
Governing Council of the SPV. The SPV members may be given reasonable preference in user
charges.

() The CFC with cost higher than Rs 15.00 crore may also be considered under MSE-CDP. However,
the Gol grant will be calculated with project cost ceiling of Rs 15.00 crore.

(m)  Funds will be released in two/three instalments (after final approval) depending upon the
implementation plan, requirements of funds.

(n)  ATripartite Agreement among the Gol, the State Government concerned and the SPV shall be
signed for CFC projects. The format of the agreement is given at Annex-3.

(0)  Exhibition Centres by Associations of Women Entrepreneurs: The Gol assistance shall also be
available to Associations of Women Entrepreneurs for establishing exhibition centres at central
places for display and sale of products of women owned micro & small enterprises @ 40% of
the project cost. The Gol contribution will be towards furnishings, furniture, fittings, items of
permanent display, miscellaneous assets like generators, etc.

10. Infrastructure Development

Infrastructure Development projects under the scheme will consist of projects for infrastructural facilities
like power distribution network, water, telecommunication, drainage and pollution control facilities,
roads, banks, raw materials, storage and marketing outlets, common service facilities and technological
backup services for MSEs in the new/existing industrial estates/areas.

(@  The location of the Projects should be close to district / block / taluka headquarters or any other
development projects with access to the following basic facilities :

(i) Proximity to railway stations / state highways to facilitate transport of raw material to,
and finished material from the Project;

(i) Availability of water supply and adequate source of power supply. The power position
should be reflected in the detailed Project Report;

(iii)  Telecommunication facilities;

(iv)  The location selected should not create any ecological imbalance by disturbing
environment; and

(v)  The workers in the Project should not be made to travel for more than 8-10 kilometers
from their dwelling places.
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(b)  The Gol grant will be restricted to 60% of the cost of project of Rs 10.00 crore. Gol grant will
be 80% for projects in NE & Hill States, industrial areas/estates with more than 50% a) micro,
b) women owned, c) SC/ST units. Details of components for new site development are given at
Annex-4. For existing clusters, upgradation proposals will be based on actual requirements.

(c)  The State/UT Governments will provide suitable land for the Projects. In estimated cost to set
up a project under Infrastructure Development projects of Rs.10.00 crore (excluding cost of
land), Central Government will provide grant-in-aid. The remaining amount may be loan from
SIDBI/Banks/Financial Institutions or equity from State/UT Government. The State/UT
Governments will meet the cost in excess of Rs.10.00 crore or any escalation in cost.

(d)  The Project should be completed within two years from the date of final approval, unless
extended with the approval of Steering Committee.

(e)  Second/subsequent project in a district will be considered only if the sites developed in the
earlier project(s) have been allotted.

() Funds will be released on reimbursement basis or on matching share basis (Implementing
Agency will deposit its share in the dedicated bank account in the name of project and submit
a bank certificate). 1% instalment may be limited to Rs. 2 crore only.

(g)  State/UT Governments may constitute State Level Committees to coordinate and monitor the
progress of implementation of the Projects, with representatives from O/o DC (MSME), SIDBI,
Lead Bank, etc.

(h)  Other Conditions:

(i) Construction of sheds/structures shall not be taken up under the scheme. Sheds/structures
will be built by the entrepreneurs according to their needs.

i) Suitable land endowed with infrastructural facilities like water, electricity, communication
and nearness to ‘mandis’should be selected.

iii)  There should be forward and backward linkages between agriculture and industry. Efforts
should be made to use local resources-both men and material.

iv)  Any change in the layout plan should be got approved by DC (MSME).

11.  Implementation Agencies

Activity Implementing Agency
*  Offices of the Ministry of MSME

. Offices of State Governments

Diagnostic study

Soft Interventions . . . -
*  National and international institutions engaged

Setting up of CFC in development of the MSE sector

*  Any other institution/agency approved by the
Ministry of MSME

Infrastructure Development Projects State/UT Governments through an appropriate state
government agency with a good track record in
implementing such projects
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The proposals under the scheme will be considered for approval by the Steering Committee of the
MSE-CDP. Constitution of the Steering Committee will be:

12. Project Approval

(i)  Secretary (MSME) - Chairman

(ii)  Additional Secretary & Development Commissioner (MSME)

(iii)  Additional Secretary & Financial Adviser

(iv)  Adviser (VSE), Planning Commission

(v)  Joint Secretary, Ministry of MSME

(vi)  Representative of SIDBI

(vii)  ADC/)JDC/Director - incharge of the scheme — Member-Secretary
(viii) Representative(s) of concerned Industry Association(s)

(ix)  Special invitees (financial institutions, programme management service provider, representatives
of appraisal agency etc.)

12.1 Proposals for DSR, DPR and Soft Interventions will be approved in one stage only.

12.2 Hard interventions (CFC) and infrastructure development projects will be approved in two stages: In-
Principle Approval and Final Approval.

12.2.1 In-Principle Approval: All the proposals should be sent to the office of DC (MSME) through concerned
state government. However, institutions of the Ministry of MSME may send proposals for soft
interventions/DSR/DPR directly to the Office of DC (MSME). In case of infrastructure development
projects/DPR thereof, State government will submit the proposal to the office of DC (MSME). Office of
DC(MSME) may take assistance of Project Management Service Providers (PMS) for examining of the
proposals before considering them for approval. In-Principle Approval shall be valid for a period of 6
months, and before that it is expected that the project would be ready for Final Approval. In case, final
proposal is not received in 6 months, it will automatically lapse, unless it is specifically extended by
the steering committee.

12.2.2 Final Approval: The projects which have been accorded In-Principle Approval, shall be accorded
final approval on fulfilment of following conditions:

(i)  Common Facility Center (CFC)
(@  Formation of SPV and Trust building. Role and functions of the SPV should be defined.
(b)  Land procured and registered in the name of SPV
(c)  Submission of appraised Detailed Project Report (DPR).
(d)  Details of the share holding of the SPV

(e)  Project Specific account in Schedule A bank
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(i) Infrastructure Development Projects
(@  Submission of appraised DPR with approved layout plan.

(b)  Confirmation of availability of suitable land of the requisite size endowed with
infrastructural facilities like water, electricity, communication etc. The land should be in
possession in the name of the Implementing Agency (IA) with Clear Title and complying
with Zoning regulations and non-agricultural conversion etc

(c)  Constitution of State Level Committee to coordinate and monitor the progress of
implementation of the Projects

13. Programme Management Service Providers (PMS)

Considering the unorganized and micro / small scale nature of enterprises and the need for very
extensive project development efforts, especially for industrially backward regions, office of the
Development Commissioner (MSME) with the approval of the Steering Committee, may appoint
competent Programme Management Service Providers (PMS) for facilitating formation of various
proposals and their implementation. PMS would act as a link between the DC (MSME) and the industry/
state government and would help in efficient and speedy roll out of the Scheme. Office of the DC
(MSME) will identify, select and prepare a panel of PMSs. The PMS shall report directly to the office of
DC (MSME).

13.1 Service charges for the PMS shall be paid from within the approved budget outlay of the scheme.
13.2 The PMS will have the following responsibilities:

(@)  Sensitisation and awareness creation about the scheme

(b)  Identification of need for soft and hard interventions and formulation of suitable proposals

(c)  Assist state governments/industry associations/groups of entrepreneurs/other stakeholder/
agencies in conceptualizing projects and preparing comprehensive proposals / DPRs.

(d)  Assisting the identified entrepreneurs in establishment and structuring the project specific
SPV

(e)  Assist office of the DC(MSME) in examining the proposals for ‘in-principlel] and ‘final
approval.

() Assist SPVs in selection of agencies / experts for various services and in developing
suitable operational framework for CFC

(g)  Assistin periodical monitoring of the progress of the projects and disbursement of funds

(h)  Provide need based advisory services to the office of the DC(MSME) and assist in strategy
formulation for effective implementation of the scheme

14.  Monitoring and Evaluation

14.1 The Development Commissioner (MSME) will be the apex body for coordinating and overseeing the
progress of the projects.
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In case of projects implemented by the State Governments, their autonomous bodies and SPVs,
monitoring of the projects will be the responsibility of the State Governments concerned to ensure
satisfactory and time-bound implementation of the activities. Each State Government will also be
required to constitute a Project Steering Committee under the chairmanship of Secretary or Director of
Industries and consisting of representatives of all stakeholders for this purpose.

In case of cluster development projects not covered as above, the office of the DC(MSME) will directly
monitor the progress with the assistance of or through its field level offices.

Miscellaneous Provisions

Monitoring and Management Expenses: At present, interventions are being undertaken in more than
400 clusters. Project monitoring and management @ 2 % of the total budget outlay for the sanctioned
funds will be utilized, mainly at the office of the DC(MSME) for

(i) Preparation of panelsof PMS/ experts/ expert agencies for preparation of DSRs, DPRs, agencies
involved in cluster development, etc

(i)  Development of customized software for data management, specialized reports and monitoring
& evaluation

(iii)  MSE-CDP related communication and stationery expenses

(iv)  Travel/exposure visits of the cluster cell officials in the Office of the DC (MSME) for monitoring
MSE-CDP activities

(v)  Organizing of meetings including Steering Committee ones
(vi)  Purchase of office automation equipment like photocopier, maintenance etc

(vii)  Outsourcing of data management services

National Level Miscellaneous Activities: Activities (like organizing training/national workshops,
publishing of cluster related material, preparation of study material, deputation of officers from
headquarters, specials studies, etc.), setting up of and supporting Resource Centers, which are not
part of cluster specific action plans, but are directly connected with the promotion of the scheme and
duly approved by the Steering Committee subject to 5% of the total cluster development budget in a
particular year, will also be permitted. Training will also be imparted to the Implementing Agencies,
SPVs, and other stakeholders as and when required.

Cluster Development Through International Agencies: The interventions criteria/ proposal format for
cluster development through International agencies like UNIDO, GTZ, DFID etc do not match with
that of the MSE-CDP. However, sometimes it is required to join hand with such agencies with necessary
international expertise for development of clusters on national/ regional level. Contribution for such
programmes may be considered by the Steering Committee in relaxation
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Proposed Budget (Indicative)* and Means of Finance of Soft Interventions
(Per Cluster Spread Over a Period of 18 Months) (Rs in Lakhs)

Annex-2

5l. |Description Maox Estimated Means of Finance
No. Expenditure
Gol State Govt. |SPV/ Private
assistance & for PSU/|Partners
Institutions
1k Trust building [organizing | 0.80 upto 0%

meetings, seminars for cluster
actors) 4 meetings

2. Building awareness of|0.80 upto 0%
various schemes of Ministry
of MSME, other Ministries
and Departments of State
& Central Govt., other
developmental agencies,
Financial insfitutions, eic. (2
programmes)

3. Organizing lraining|&.00 upte 80%
programmes/seminars/
workshops/study tours to
ather clusters/demanstration
o ’rEI;|"|n-::u||:.+E|','_."'|,=.--:;qui|:|rr1|=_rn!r
including expert fees, travel,
lodging, boarding, etc.
(Total upto & programmes
(@ Rs.1.00 lakh)

4. Caopacily building lexposure | 1.00 upto 60%
visits, benchmarking,
brochure preparation,
web-site launching, initial
recruitment cost, et}

5. Services of BDS providers, | 3.00 upto 0%
(Max 20 person-days @ Rs
7000/~ per day + boarding/
lodging charges as per Group
A officer’'s entitlement)

12 Laghu Udyog Samachar
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&. Participation in one foreign fair | 5.00 2%
{for entrepreneurs in clusters).
Oine fair per cluster

Z. Miscalloneous developmental | 1.50 uplo 80%
costs (franslotion, publications-
lumpsum|

B. In-house institufional Stalf: | 5.40 upto 50%

o) CDA (if required] -18
month @ Rs. 30,000 p.m.

(b} Local Organizer/NDA-18 | 3.60 upte 50%
month @ Rs. 20,000 p.m
9. Local travel in the cluster|0.%0 100%

of the in-house staff and
Telecommunications expenses
{Rs 5000 per month)
10. |Lecal purchases {computer, [ 0.75 100%
telephone, fax-lump sum,
year-wise), if required

11. |Parficipation of CDE/CDAJ([1.25 1 00%
cluster official aleng with
enfrepreneurs of the cluster.

economy, excursion fair +
TA

Note: Maximum limit for project cost would be Rs 25.00 lakh per cluster. Overall funding pattern will be
guided by the details given in para 7b.

e After approval of the action plan, changes in the sub-heads up to 25% of the approved amount
within the total budget may be allowed with the permission of Director, MSME-DI/DC (MSME).

e All the activities mentioned above may not be required in all the clusters. Actual action plan and
budget must be prepared on the basis of requirements of the cluster and in close liaison and
consent of the cluster beneficiaries/users body.

November, 2010 13
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Annex-2

Format of Detailed Proposal for CFC

1. The Basic Details/Documentation

(i)
(ii)
(iii)
(iv)

(Vi)

(vii)

(viii)

(ix)

(xi)

(xii)

(xiii)

(xiv)

Name and location of the cluster

Nature of activity and products

Number and size (also in terms of installed capacity) of units

Scale of investment (also in terms of net fixed and important current assets)

Value of output in the last 5 years (different enterprise segment - wise), including export output,
if any

Projected performance of the cluster after proposed intervention (in terms of production, export/
domestic sales and direct/indirect employment, etc.)

Diagnostic study/comparative advantage benchmark survey (main findings)

Information on nature of critical gaps identified (such as poor storage facility, poor testing and
quality control facilities—item-wise cost estimates)

Implementation schedule; structuring of the SPV, such as copy of certificate of incorporation,
articles of association and letter of agreement with stakeholders

Revenue generation mechanism for sustainability of assets (service/user charges to be levied,
any other-to be specified)

Project highlights—total cost of project, contribution from cluster enterprises/stakeholders, average
contribution by individual enterprises, grant-in-aid under MSE-CDP, term loans, debt-equity
ratio, repayment schedule and estimated debt service coverage ratio (DSCR), annual estimated
income, expenditure, gross and net profit at expected/optimal levels of operations, break even
(BE)/internal rate of return (IRR) calculations, payback period, etc.

In-principle sanction of loan from a bank, if applicable

Previous track record of co-operative initiatives pursued by SPV members need to be highlighted
with support documentation

CFC may be utilized by SPV members as also others in a cluster. However, evidence should be
furnished with regard to SPV member ability to utilize at least 60 per cent of installed capacity.

2. Elements of DPR

2.1 Plant and machinery

(a) List of Plant and Machinery:

Laghu Udyog Samachar
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SI. No. | Particulars of | No. Power F.O.R. Price | Name of Delivery
plant and requirement (Rs) proposed Schedule
machinery (HP/KW) suppliers (month-wise)

Note: Add central sales tax, packing and forwarding charges (2%), transit insurance (1%), and freight
(2%) to costs or actuals.

(b) Capacity of plant and machinery on single shift basis

(c) Production pattern

2.2 Annual requirement of raw materials and consumables at 100% capacity utilization

SI. No. | Particulars of Specifications/ Quantity required | Unit price (Rs.) | Total value (Rs.)
raw material indigenous/ at full capacity
imported

2.3 Utilities and services at full capacity utilization

(@  Power for industrial purpose

SI. No. Particulars KW No. of KW/month | Rs./KWH Total
of the working hrs.
machinery per month

(b)  Power requirement for commercial/domestic purpose
(c)  Water
(d)  Gas/Oil/ Other utilities

2.4 Site Development and civil construction

Particulars Quantity/Nos. Rate Cost

i) | Cost of land

ii) | Development cost of land

iii) | Cost of compound wall

v) | Cost of shed

vi) | Cost of laboratory

vii) | Other RCC construction
vii) | Water tank/Overhead water tank
Total

(
(
(
(iv) | Cost of fabricated gates & grills
(
(
(
(
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2.5 Organizational set up and manpower requirement

Sl. No.

Category/ Designation No. of persons

Salary per month (Rs) | Total salary (PM)

Note: Add 25% towards fringe benefits and 5% annual increment

2.6 Project Cost

Particulars of Cost

Amount (Rs.)

Land & site development

(ii)

Building

(iii)

Plant and machinery (cost of plant and machinery, 10% installation,
electrification and commissioning)

(iv)

Misc. fixed assets (fixture, furniture, fire fighting equipment, first
aid equipment, back up power supply, etc.)

Preliminary expenses (diagnostic study, DPR, legal &
administrative expenses, telephone, stationery, etc.)

(vi)

Pre-operative expenses (establishment, travel, interest on
borrowings, committed charges during construction period,
start-up expenses, etc.)

(vii)

Provision for contingencies (2% building and 5% on plant and
machinery)

(viii)

Margin money for working capital

Total

2.7 Means of Finance

SI. No.| Agency Amount (Rs. in lakh)

% of the Project Cost

1.

SPV

GoS

Gol

Bank Borrowings

= 2R

Others

Total
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SI. | Particulars No.of | Margin as per capacity utilisation
No. months

2.8 Working capital and margin money (actual capacity utilisation year wise)

Istyear | 2nd Year | 3rd year

1. |Raw material and consumables

2. | Utilities 1
3. | Working expenses (salary of 1
manpower)

4. |Works in process (cost of raw material,
utility and salary on actuals)

5. |Stock of finished goods (cost of
raw material, utility, salary, factory
overheads on actuals)

6. |Bills receivables (Sales value)

Total

2.9 Cost of production (Projection for 10 years of operation in tabular form)
i) Raw materials and consumables
i) Utilities
iii)  Wages and salary

(
(
(
(iv)  Repairs and maintenance
(v)  Insurance

(vi)  Administrative and factory overheads
(

vii)  Selling expenses

2.10 Estimation of profitability (projections for 10 years of operation in tabular form)
i) Installed capacity

i) Number of working days (single shift basis)

iii)  Capacity utilization

iv)  Production (in single unit)

v)  Sales realisation

vii)  Gross profit [(v)-(vi)]
viii) Financial expenses

(
(
(
(
(
(vi)  Cost of production
(
(
(@) Interest on bank borrowing
(

ix)  Depreciation on written down value method (as per separate schedule to be attached for different
categories of fixed assets)

(x)  Preparatory expenses not written off
(xi)  Operating profit [(vii) — {(viii) + (ix) + (x)}]

(xii)  Tax vide separate schedule
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(xiii) Profit after tax [(xi) — (xii)]
(xiv) Available surplus [(xiii) + (ix)]

2.11 Cash flow statement (projections for 10 years in tabular form)
(A)  Sources of fund:

(@)  Gross profit less depreciation (b) Term loan
(c)  Subsidy/Grant (d) Promoter(s contribution
(e)  Increase in bank borrowings () Depreciation
(B)  Disposal of funds:
(@  Preliminary & pre-operative expenses (b) Capital expenditure
(c)  Increase in working capital (d) Interest on term loan
(e) Interest on bank borrowings (f) Decrease in term loan
(g)  Taxes

(C)  Opening balance of cash in hand or at bank [sum total of {(A)-(B}]
(D) Net surplus/Deficit
(E

~

Closing balance of cash in hand or at bank
2.12 Debt Service Coverage Ratio (Projections for 10 years)

Net Profit + Interest (TL) + Depreciation

DSCR =
installmentt (TL) + Interest (TL)

2.13 Balance Sheet & P/L Account (Projection for 10 Years)

2.14 Fixed Cost
Break - Even Point =

Contribution (Sales - Variable Cost

3.  Commercial Viability
Following financial appraisal tools will be employed for assessing commercial viability of the project:

(i) Return on Capital Employed (ROCE): The total return generated by the project over its entire
projected life will be averaged to find out the average yearly return. The simple acceptance
rule for the investment is that the return (incorporating benefit of grant-in-aid assistance) is
sufficiently larger than the interest on capital employed. Return in excess of 25% is desirable.

(ii)  Debt Service Coverage Ratio : Acceptance rule will be cumulative DSCR of 3:1 during
repayment period.

(iii)  Break-Even (BE) Analysis: Break-even point should be below 60 per cent of the installed capacity.

(iv)  Sensitivity Analysis: Sensitivity analysis will be pursued for all the major financial parameters/
indicators in terms of a 5-10 per cent drop in user charges or fall in capacity utilization by 10-
20 per cent.

(v)  Net Present Value (NPV): Net Present Value of the project needs to be positive and the Internal
Rate of return (IRR) should be above 10 per cent. The rate of discount to be adopted for estimation
of NPV will be 10 per cent. The project life may be considered to be a maximum of 10 years.
The life of the project to be considered for this purpose needs to be supported by
recommendation of a technical expert/institution.
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Annex-3

Format for Tripartite Agreement among Special Purpose Vehicle (SPV), State Government and
Government of India under MSE-CDP

This agreement is made at ......... on this the ......... th day of ......... 20.... between (1) the President of
India, acting through and represented by Joint Development Commissioner /Director in the Office of the
Development Commissioner (MSME), the Ministry of Micro, Small & Medium Enterprises (MSME), New
Delhi (hereinafter referred to as the ‘Gol (), (2) Governor/Lt. Governor of the State/Union Territory of .........
acting through and represented by Secretary (Industries), State/UT Government of ............ (hereinafter
referred to as the ‘GoS[)) and (3)................. Special Purpose Vehicle (SPV) having its registered office
at......... represented by its Managing Director/Chief Executive Officer (hereinafter referred to as the ‘SPVJ).

WHEREAS the Gol has introduced a scheme named as ‘Micro & Small Enterprises—Cluster Development
Programme (MSE-CDP)” with the objective of capacity building of micro and small enterprises (including
small scale service and business entities) and their collectives in the country;

AND WHEREAS the SPV has been created and constituted as a partnership firm/trust/ society/co-operative
society/company, inter alia, to create, establish, run and maintain a Common Facility Centre at
........................... (the CFC) for the use and benefit of its members and of other units engaged or coming
up in the same industry, trade or vocation inthe .................c............ Of teeice (the
Cluster);

AND WHEREAS the SPV has submitted a project for approval of the Gol under the MSE-CDP;

AND WHEREAS the Gol has approved the project submitted by the SPV subject to the conditions mentioned
in the sanction letter No............... dated ............ (or to be issued) which shall be deemed to be a part of
this Agreement and the GoS$ has also agreed to contribute towards the cost of establishment of the CFC;

AND WHEREAS for binding the Parties to their respective obligations and to ensure long term use of the
CFC by the enterprises in the Cluster, the Parties are desirous to enter into an agreement;

NOW THIS AGREEMENT WITNESSETH AS FOLLOWS:

1. The SPV shall set up the CFC at............... on a piece of land to be provided by it free of all
encumbrances and charges.

2. The SPV shall contribute to the cost of establishment of the CFC from its resources to the extent and in
the form as laid down in the Sanction Letter.

3. The Gol and the GoS shall, on satisfactory proof of the contribution by the SPV, make their respective
contributions towards the cost of establishment of the CFC, at such time, in such manner and to such
extent as laid down in the Sanction Letter.

4.  The establishment of the CFC, including civil works, if any, shall be completed by the SPV within one
year of the receipt of the Sanction Letter, or such extended time as the Gol may, on its satisfaction as
to the reasons of delay, grant.

5.  The SPV shall be exclusively responsible for the day-to-day running of the CFC. The aim of running
the CFC shall be to provide common services to the enterprises in the Cluster at affordable cost as well
as to generate enough income to meet all its running expenditure, depreciation and provision for
replacement/expansion of capital assets. However, any shortfall or excess of income over expenses
shall be kept or borne by the SPV only.
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6.

10.

11.

12.

13.

14.

15.

16.

17.

18.

20

The disbursement of funds by the Gol will be made only after the upfront contribution to be made by
the SPV, the State Government or the beneficiaries.

Further, the SPV/implementing agency will ensure that necessary infrastructure like provisioning of
land and building including water and power supply for CFC is completed before they approach Gol
for release of its share.

Pending utilization of Gol grant, the funds will be parked in a separate dedicated account created for
this purpose. Interest accrued, if any, on unutilized fund shall be adjusted against future disbursement
under the scheme.

Gol will reserve the right to carry out physical verification of the assets acquired with the funds or
initiate any other enquiry as it may deem fit to satisfy the competent authority with regard to the
proper utilization of the funds released.

The SPV shall furnish utilization certificates for amounts released as grant-in-aid duly verified by the
statutory auditors.

The GoS will act as a facilitator to supervise and evaluate the progress of the project separately. The
GoS will also inform the Gol about the status of the establishment or running of CFC and shall also
report to the Gol for any discrepancies in its management or otherwise.

All plant, machinery, fixtures or equipment procured for the purpose of the CFC out of or with the
support of the Gol or GoS grant shall be the exclusive property of the GoS, though in the custody and
use of the SPV.

The SPV shall, at its own cost, insure and keep insured all the plant, machinery, fixtures and equipment
of the CFC for a minimum period of 10 years. In case of loss of or damage to such plant, machinery,
fixtures and equipment, etc., the insurance monies shall be payable to the GoS.

The SPV shall observe all the conditions and stipulations of the Sanction Letter.

The management of the SPV and the operation of the CFC shall be in accordance with the Gol
Guidelines dated ......... , which shall be deemed to be a part of this Agreement.

The SPV shall keep all monies notimmediately required in interest bearing deposits with any Scheduled
Bank in India.

In the event of any liquidation or bankruptcy proceedings or any threatened distress action against the
SPV or any of its assets all plant, machinery, fixtures and equipment procured for the purpose of the
CFC out of or with the support of the Gol or GoS grant shall be outside such proceedings and the Gol
may assume the control and management of the SPV and appoint any of its officer or officer of the
GoS or any semi-government or non-government body to run the CFC.

The SPV represents and warrants:

A.  Thatit has been duly constituted under the law as applicable and has full authority to enter into
this Agreement.

That this agreement is binding upon it in all its provisions.

C.  That it shall work on mutual co-operation basis on sound managerial and business principles
and no managerial changes shall be made which may adversely affect the smooth functioning
of the CFC.
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D.  Thatit shall keep all the plant, machinery, fixtures and equipment in good working order and
shall undertake all preventive and remedial maintenance and upkeep and maintain insurance.

E. That the plant, machinery, fixtures and equipment procured out of or with support of the Gol
and GoS grant, is the property of GoS and the SPV shall not sell, hypothecate, mortgage,
charge or create any encumbrances against the said plant, machinery, fixtures and equipment
or any part of it in favour of any person, for any reason or transaction.

F. That the SPV shall follow the directions of the Gol and GoS, as may be issued from time to time
for better management of the SPV or the better running of the CFC.

G.  Thatthe SPV acknowledges that the MSE-CDP provides for only one time grant towards capital
cost of establishing the CFC and no subsidy/grant/assistance is envisaged for the recurring
expenses or for replacement, renovation or expansion of the capital assets.

H. Intheeventitisfound that the SPV has not utilized the amount of grant, or any part of it, for the
setting up of the CFC or has subsequently sold or otherwise disposed off any of the assets of the
CFC acquired out of the grant, the Gol, without prejudice to any other rights, shall be entitled
to recover the amount of loss as arrears of land revenue from the SPV and / or persons connected
with its management jointly and severally.

In case of any disputes or differences arising from, in relation to or in connection with this Agreement
and not otherwise provided for in the succeeding clause, shall be settled by arbitration through
reference to a sole arbitrator nominated by the Secretary, Department of Legal Affairs, Government of
India, New Delhi (the Law Secretary). The provisions of the Arbitration and Conciliation Act, 1996
shall apply to the arbitration proceedings. Courts in Delhi shall have exclusive jurisdiction in all the
matters.

In case of violation of the stipulated conditions or non observance of the Sanction Letter or the Gol
Guidelines by the SPV which is not cured within 15 days of issue of notice by the Gol, the Gol in
consultation with the GoS, may, for such time as it may think proper, assume the management of the
SPV or delegate the same to the GoS, or a semi-government or non-government body, to assure
proper functioning of the CFC. The decision of Gol in this regard will be final. In such event the SPV
shall have no claims for any investment made in the CFC or its management.

The invalidity or unenforceability of any provision of this Agreement shall not affect the validity or
enforceability of the remaining provisions, which shall remain in full force.

Failure or delay on the part of Gol in insisting upon strict performance by the SPV or in taking action
against the SPV, or grant of time or any other indulgence by the Gol, shall not be deemed to be waiver
of any breach nor waiver on any occasion of breach shall be deemed to be a waiver for other occasions
or other breaches.

No amendment to this agreement shall be valid unless expressed in writing and duly signed by all the
Parties.

This agreement does not constitute any partnership of the Gol or the GoS with the SPV and the Gol
and the GoS shall not be responsible for any act, omission, negligence, etc. of the SPV or its employees,
agents or contractors or any injury suffered or claim made by any person in respect of the working of
the CFC.

1) Government of India, Represented by Shri.........
2) State/UT Government, Represented by Shri.......
3) Special Purpose Vehicle Represented by Shri.......
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Annex-4
Details of Project Cost for Infrastructure Development for New Sites
Sr Items Rs. in lakhs
No.
1. Land Development and Other Overhead Infrastructure
(i) Cost of land filling/leveling including boundary Wall / fencing 100
(ii) Cost of laying roads 200
(iii) Road side greenery & social forestry 10
(iv) | Water supply including overhead tanks, and pump houses 110
(v) Water harvesting 10
(vi) Drainage 60
(vii) | Power (Sub-Station and distribution network including 250
Street light etc), Generation of non-conventional energy
(viii) | Others (Sanitary Conveniences etc.) 10
Sub Total 750
2. Administrative and Other Services Complex
(i) Administrative Office Building 20
(ii) Telecommunication /Cyber Centre/ Documentation Centre 20
(iii) | Conference Hall/ Exhibition centre) 30
(iv) Bank/ Post Office 20
(V) Raw material storage facility, Marketing outlets 40
(vi) First Aid Centre, Créche, Canteen facilities 20
Sub Total 150
3. Effluent Treatment Facilities 80
4. Contingencies & Pre-operative expenses 20
GRAND TOTAL 1,000
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MSME Expo-2010: A Platform For
MSMEs to Showcase their Products

The MSME Expo-2010 organized by the
Development Commissioner (MSME) at India
International Trade Fair, was inaugurated by Shri
Dinsha Patel, Minister of State (Independent Charge)
for MSME at Pragati Maidan on 15th November,
2010. Shri Uday Kumar Varma, Secretary, Ministry
of Micro, Small & Medium Enterprises was also
present on the occasion. Going around the Pavillion
the Minister praised the exhibits and the work done
by the clusters. He said that the need is to make
special efforts to publicize the activities and schemes
to create greater awareness and to reach out to the
villages and bring economic prosperity and social
upliftment of the rural masses. The MSME Expo will

November, 2010

help the MSMEs to exhibit their products
manufactured by MSME entrepreneurs in order to
provide marketing opportunity to MSMEs within the
country and abroad to focus on their products.
Encouraged with the overwhelming response of
previous year, 70 MSME entrepreneurs from all over
the country exhibited their products. A large variety
of products like ready-made garments, artificial
jewellary, leather products, food products, toys,
chemical products, electrical products, consumer
products etc. are put for display. Among the States
the largest participation has come from Delhi and
Uttar Pradesh. Special attraction of this Expo is the
exclusive exhibition by the National Award winners
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=3

Shri Dinsha Patel, Minister of State (1/C), Ministry of MSME, Government of India visiting the
stall after the inauguration of MSME Expo - 2010 and also seen. Shri Madhav Lal, AS&DC

(MSME), Government of India.

across the country, displaying wide spectrum of
products from MSME Sector. Participation in such
event helps the MSMEs in enhancing their marketing
avenue by way of capturing new marketing and
expanding existing market and also helping them in

becoming ancillaries and
partner in joint ventures. The
objective of the exhibition is
the recognition of micro and
small-scale units by
showcasing the technology
adopted by them in
manufacturing items and also
MSME EXPO is to provide a
suitable platform/place at
reasonable cost to micro and
small scale entrepreneurs to
showcase their products and
technology and according
generate business including
export orders. The MSMEs
display their innovated and
qualitative products, which are
widely appreciated by the
visitors and buyers. They get
every year million of rupees
business from local as well as
from overseas business houses/units. This exhibition
has been widely appreciated by associations,
MSMEs, NGOs and other similar organization. Shri
Dinsha Patel also inaugurated the Coir Board pavilion
and visited the Khadi Pavillion.

i

The Khadi Pavilion at the India International
Trade Fair (IITF-2010) carries the theme “Clean &
Energy Efficient Technology, Products & Services”
was inaugurated by Dr. Montek Singh Ahluwalia,
Dy. Chairman, Planning Commission and Sushri
Kumud Joshi, Chairperson, Khadi and Village
Industries Commission. Around 120 stalls of
Artisans, craftsmen, KVI Institutions and REGP/
PMEGP units from all over the country right from
the Jammu & Kashmir to Kanyakumari have been
participating in this trade fair.

The range of products on display include Cane
& Bamboo from North East, Munga &

Endi silk from Assam, Handicrafts from
Rajasthan, cotton Muslin khadi of Bengal,
Embroidered & Readymade garments from
Jammu & Kashmir and other products like organic
food, Processed food, Herbal & beauty products,
wood carving, Ayurvedic products, Eco friendly
Handmade Paper & conversion products, papier
Mache, food products & processed food, fibre
developed products, Honey & Honey based
products,
semi previous stones etc. In addition to,
Khadi Denim & Designer khadi dresses will be on
display too.

tribal Jewellery, Jewellery of

24

Laghu Udyog Samachar



SPECIAL REPORT

NSIC Displays Employment Oriented Technologies
at Techmart India 2010

The Minister of State (Independent Charge) for Micro, Small & Medium Enterprises, Shri Dinsha Patel inaugurating the
Techmart India, 2010 and Pavillions, at India International Trade Fair, in New Delhi on November 15, 2010. The
Secretary, Ministry of Micro, Small & Medium Enterprises Shri Uday Kumar Varma and Additional Secretary &
Development Commissioner (MSME) Shri Madhav Lal are also seen.

Techmart India 2010 by the National Small
Industries Corporation Ltd. (NSIC), under the Ministry
of Micro, Small & Medium Enterprises, was
inaugurated by the Minister of State (Independent
Charge) of MSME, Shri Dinsha Patel at the India
International Trade Fair in Pragati Maidan here today.
Going around the exhibits the Minister said that NSIC
through Techmart India is providing single window
platform for showcasing clean and energy efficient/
employment generating technologies to start their
own industry. Shri Uday Kumar Varma, Secretary,
Ministry of Micro, Small and Medium Enterprises
and Shri H. P. Kumar, CMD, NSIC were also present
on the occasion. The focus this year at the Techmart
India 2010 is “Display of Employment Oriented
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Technologies”. A special enclosure has been made
where live demonstration of Technologies such as
Brick Making Machine, Soya Milk Production,
Biscuit and Cookies Plant, Hand operated Press, Wire
Nail Making Machine, Hydraulic Press and many
more low cost technologies suitable for employment
generation is being held. About 200 MSMEs coming
from all over India including North Eastern States
representing various industrial sectors are
participating this year and 35 foreign delegations
from African and South-East Asian regions are
expected to visit the Techmart. NSIC organises
Techmart India exhibition every year where its
showcases the Technological Development achieved
by Indian MSMEs, exposing them to domestic and
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international market. It is a perfect platform for those
associated with the Micro, Small and Medium sector
as also an ideal platform to network/establish new
business contacts/renew old contacts, discover new
market opportunities.

Techmart India 2010 is a significant landmark
for the participants amongst the MSME units in India
and abroad for providing new opportunities amongst
the buyers and sellers from different countries
participating in this exhibition.The main objectives
of Techmart India 2010 are as under:

o Todisplay the capabilities of Indian MSMEs and
probable exports of their products and services.

o To present live demonstration of Technologies/
Machines suitable for self employment and
providing information in respect of them.

The Minister of State (Independent Charge) for Micro, Small & Medium Enterprises, Shri Dinsha Patel visiting after

e Tofind out new marketing opportunities and
technologies by arranging the meetings with
the potential customers & suppliers of India and
abroad.

o Tostrengthen the relations between MSMEs and
to establish networking by providing the
information on sharing their experiences
relating to industries. Exchange of views, best
business practices and policies.Earlier Techmart
India 2009 also received a good response from
Trade and Industry and 202 units displayed their
products and technologies.

Techmart India 2009 Pavilion was adjudged
First for Excellence in Display in [ITF-2009 by ITPO
for the Public Sector Enterprises, EPCs and
Commodity Boards Pavilions and NSIC was awarded
the Gold Medal last year.

ot

inaugurating the Techmart India, 2010 Pavillion, at India International Trade Fair, in New Delhi on November 15.
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Shri K.K. Pillai, Nikasu Group delivering the Inaugural address
of The Two Days Training Programme on Packaging for Exports
at MSME-DI Trissur.

In order to improve the competitiveness of the
Micro, Small & Medium Enterprises in the Global
market by adopting modern and attarctive packing
techniques, MSME Delopment Institute, Ministry of
MSME, Govt. of India.Thrissur, in association with
SIES Shcool of Packaging Mumbai organized a Two
days training programme on Packaging for Exports
at Thrissur on 6th October, 2010.

Training programme was inaugurated by Shri
K.K. Pillai, Director, of M/s Nikasu Group of
Industries, CSEZ. An exhibition of Packaging
Machinery was also arranged during the occasion.
The exhibition was inaugurated by Shri K.V.
Balakrishnan, KSSIA. Thrissur district unit President.

Shri G.S. Prakash, Dy. Director I/c presided over
the function. Shri K.C. Johnson, Asstt. Director
welomed the gathering. The inaugural session was
followed by Technical sessions. The Technical
session was handled by Prof. C.S. Purushothaman,
Director, SIES School of Packing, Mumbai and Prof.
Suresh Kunjan. Shri John Mathai, Asstt. Controller,
Weights and Measurements, Govt. of Kerala
explained in detail the statutory requirement for
Packaging and Packaging for Export. There was a
lively interactive session between the participants
and the faculties. The participants in general opined
that the course was highly beneficial to them.
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MSMI-DI, Ahmedabad orgnized Industrial
Motivation Campaign on 28.9.2010.

Shri Jaimin Vasa, President, Gujarat Chemical
Association, Ahmedabad was the Chief Guest. Shri
Vasa is a leading industrialist of Ahmedabad. In his
motivational address he congratulated MSME-DI,
Ahmedabad for organizing IMC with an aim to
motivate and guide the students pursuing MBA.
While sharing his experience he advised that hard
effort along with innovative thinking could lead to
new idea of self employment. While discussing the
characteristic of successful entrepreneur he said that
determination, persuasion, knowledge, clarity in
thoughts, consistent view, courage, risk taking ability,
loyalty and human relation are important factors to
transform oneself.

The program began with the welcome address
by Ms. Hetal Jhaveri, MBA, Programme incharge,
Amrut Modi School of Business Management,
Ahmedabad. In her welcome address she thanked
MSME-DI, Ahmedabad for bringing the different
agencies on their door step and providing
information to the participating students to become
self employed.

Shri Arvind Patwari, Director, MSME-DI,
Ahmedabad presided over the function.

Intensive Mothrotion Compals

Chief Guest Shri Jaimin Vasa, President Gujarat Chemical

Association, Ahmedabad, inagurating the programme.
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Industrial Motivation Campaign

A one day Industrial Motivation Campaign was
organised on 31.8.2010 at Department of Agri.Eco.
& Agri. Business Management, Naini Allahabad for
MBA & Msc. Final Year students.

In the Inaugural Session, Shri Rakesh Chandra
Asstt. Director (L/F) welcome chief guests,
participants and other delegates.

After that Shri V.K. Verma Asstt. Director (Food)
explained about the program & activity of MSME-
DI. Prof. (Dr.) Wilson Kispota, Head of Department
explained the department activity on request to
organize such industrial related program in future
also. Prof. (Dr.) Mohd. Kaleem (Dean) Chief Guest
Inaugurated the Program. During his inaugural
speech, he explained about importance of the
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program in present seenario & he requested the
participants to utilize such type of program in
prospective way.

Industrial Motivation Gampaign, Solan

An Industrial Motivational Campaign was
organized by MSME-DI, Solan for the students of
Industrial Training Institute Shimla on 17-09-2010.
Shri R.P. Vaishya, Director, MSME-DI, Solan, while
motivating the students for self-employment, gave
an over view of job availability in Govt. and Private
sector. In his address he explained about the benefits
of being self employed.

Shri Baldhari Singh, Deputy Director, Khadi &
Village Industries Commission, Shimla Regional

Shri R.P. Vaishya, Director, MSME-DI, Solan addressing the
participant students of IMC at Govt. ITI Shimla.
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Office provided detailed information about the Prime
Minister’s Employment Generation Programme. He
also elaborated where the persons from rural & urban
areas seeking help under this scheme approach for
submitting their application. Shri Ghanshyam Chand,
General Manager, District Industries Centre, Shimla
also motivated the students to set some career goal
in the life and work hard to achieve the same. He
gave an overview of state Govt. Policy for
industrialization and role of DIC in promotion of
MSMEs. Shri Anil Gupta, Chief Manager, PNB Zonal
Office, Shimla, also motivated the young students
to keep self-employment as a career option. He
discussed about the charms of being and
entrepreneur. Besides, he told about role of banks
in promoting self-employment in general and
contribution of PNB in the development of Industry
in particular. Shri Raj Kumar Thakur, Vice-Principal/
Group Instructor ITIl, while proposing vote of thanks
advised the participating youth to make best use of
the information gathered during the programme in
shaping their future. Total 125 persons from ITI
including 13 teaching staff participated in the
programme.
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Shri Suresh Yadvendra, Director, MSME-DI Delhi delivering his inaugural speech on the occasion.

MSME-DI, Okhla, New Delhi organized one day
Industrial Motitation campaign on 09.09.2010 at K.L.
Mehta, Dayanand Colleage for Women, K.L. Mehta
Marg, N.H. 3, NIT, Faridabad .

A.D. (E.l.) & Co-ordinator of the programme
welcomed all the dignatries at the dias &
participants. She explained in brief about the
objective of the programme. She also told in brief,
the need of self-employment & role of MSME-DI in
the promotion of self-employment.

Shri V.K. Gupta, Dy. Director (E.l./Metallurgy)
discussed the main features of various important
Govt. Schemes of M/o MSME such as PMEGP,
RGUMY & CGTMSE etc. for the development and

promotion of MSME sector. He also told briefly the
role of MSME-DI for development of Micro, Small
& Medium Enterprise according to their interest at
the very small level. He also said if one have strong
desire & will power, there is no constraint before
him.

Shri B.K. Gupta, Dy. Manager (F&A), NSIC,
Faridabad explained the Financing Schemes and
other schemes of NSIC for the development and
promotion of MSME sector. After this Shri Biswanath
Dass, Sr. Manager, Syndicate Bank has also briefed
the Financing Schemes of banks for MSME sector.

The programme concluded with the vote of
thanks proposed by Mrs. Archana, Associate Porf.,
Home Science Department.

Programme on Soft TOVS Manuiacturmg

MSME-DI, Jammu in the State organized
Entrepreneurshlp skill Development Programme of
six duration (30 working days) on “’Soft Toys
manufacturing’’ in association with Scholastic
Alliance for Human Action & Rural Development,
Sahara at Rai pur Satwari Jammu from 3rd August
to 7th September 2010. The programme was
particiculary for Women participants.

The valedictory funtion of the programme was
held on13th September. The function was chaired
by Shri Virinder Sharma, Director, MSME DI,
Jammu.

November, 2010
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KRDP to Revitalize the Khadi Sector

The Government has already launched ‘Khadi
Reform and Development Programme (KRDP)’
which aims to revitalize the khadi sector with
enhanced sustainability of khadi, increased incomes
and employment for spinners and weavers, increased
artisans’” welfare and achieve synergy with village
industries. Under KRDP, funds to the tune of US$
150 million (equivalent to around Rs.717 crore) from
Asian Development Bank (ADB) are being provided
to the Government of India in four tranches spread
over a period of three years beginning February, 2010
to be released to Khadi and Village Industries
Commission (KVIC) as ‘grants-in-aid” under budgetary
allocation through the Ministry of MSME as per the
activities given below :

Sr.  Activity Cost (US$ in
No. million)
1. Khadi Sector Reforms 20

(Khadi Mark, market linked
pricing, rationalized Support

to khadi, organizational reform,
IT and associated capacity
building, raw material
procurement and assessment)

2. Marketing 57
(Marketing organization (MO), 20
new sales outlets under MO,
upgradation of 4 sales outlets in
each of 300 khadi institutions)

3. Capacity and Equipment 61
(Revitalizing Khadi Institutions —
Production, equipment, capacity
building etc., New khadi ventures,
comprehensive capacity building
of trainers and training institutions
of KVIC and synergies with
Village Industries)

4, Contingency 12

Total 150

Provision for updation of Central Sliver Plants of
KVIC and setting up of a Marketing Organization
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(MO) through private participation has also been
made for market development activities like market
survey, design inputs, brand building, ‘Khadi Mark’
promotion, development of clusters in five traditional
village industries, opening of new sales outlets in
metropolitan cities and State capitals and renovation
and modernisation of institutional sales outlets. An
amount of Rs.96 crore (first tranche) has been
released to KVIC for the purpose during February,
2010.

Under KRDP, direct reforms programme will be
implemented through 300 selected khadi institutions
which would be supported with modern equipment
such as charkhas, looms, ready warping machines,
etc. and provided support for capacity building of
khadi workers. It also provides for 50%
representation of khadi spinners and weavers in
management of khadi institutions and requires that
the benefit of surpluses generated through increased
sales realization is transparently passed on to the
artisans.

The institutions implementing reforms under
KRDP are selected keeping the needs of regional
balance, geographical spread and inclusion of
backward areas on the basis of a set of criteria that
includes:

— The institution must be a directly aided institution
under KVIC, registered with KVIC or KVIBs.

— The institutions must be involved in composite
activity, i.e., spinning, weaving and marketing.

— The institutions must satisfy categorization norm

— The institution must have a minimum turnover
of Rs.50 lakh [Rs.25 lakh for North-Eastern Region
(NER)], must have at least 200 artisans associated
with it (100 artisans for NER).

No financial assistance under the KRDP has been
released to any khadi institution as on date.

This information was given by the Minister of
State (Independent Charge) for Micro, Small and
Medium Enterprises, Shri Dinsha Patel in a written
reply to a question in the Lok Sabha 30th November,
2010. |
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Target and Achievement Under MSME

The targets set for the Eleventh Plan for the Micro
& Small Enterprises (MSE) sector provide for
increasing the production (at current price) and
employment from Rs.6,82,613 crore and 322.28 lakh
persons in 2007-08 to Rs.13,98,803 crore and
391.73 lakh persons in the terminal year (2011-12)
of the Plan period, respectively. As per the
provisional estimates of production and employment
in MSE sector for the year 2008-09 (latest available),
the targets for 2008-09 have been achieved. For
achieving the targets, the Government has been
implementing various schemes/programmes, major
of which include Credit Guarantee Scheme, Cluster
Development Programme, Credit Linked Capital
Subsidy Scheme, Market Development Assistance,
National Manufacturing Competitiveness
Programme, Prime Minister’s Employment
Generation Programme & Skill Development
Programme.

The funds allocated and utilized by the Ministry
of MSME during the first four years of Xlth Five Year
Plan are:

The funds are allocated Scheme-wise and not
state-wise:

Rs. In crores
Year BE Expenditure
2007-08 1642 1420.53
2008-09 1794 1658.05
2009-10 1794 1375.95
2010-11 2400 1197.72
(Upto Sep. 2010)

The Ministry of MSME is earmarking 10% of total
outlay for women entrepreneurs. The Ministry has
also been implementing specific schemes focused
on women viz. Mahila Coir Yojana and Trade
Related Entrepreneurial Assistance & Development
(TREAD) Scheme. Also, special dispensations are given
for women entrepreneurs under various other schemes
viz., Skill Development Programme, Credit Guarantee
Scheme, Prime Minister’'s Employment Generation
Programme and Cluster Development Programmes.

This information was given by the Minister of
State (Independent Charge) for Micro, Small &
Medium Enterprises, Shri Dinsha Patel in a
written reply to a question in the Lok Sabha on
30th November, 2010. [ |

Role of MSME in Poverty Alleviation and Economic Growth

As per 4th All India Census of Micro, Small &
Medium Enterprises 2006-07 conducted in 2009, the
share of micro and small enterprises, including the
village based ones, in the manufacturing sector of
the country is 45.24% for the year 2007-08 (latest
available).

No large scale failure of micro and small
enterprises, including those in the North-Eastern
Region (NER), has been brought to the notice of this
Ministry. It is however, a common knowledge that
there is shortage of electricity supply in the NER
besides several other constraints like physical
accessibility and other basic infrastructure conducive
to the development of growth of such enterprises,
including uninterrupted power supply.

November, 2010

It has been informed by the Ministry of New and
Renewable Energy that there is no State-wise
allocation of funds. Central financial assistance is
however, provided for installation of stand-alone
Solar Photovoltaics (SPV) systems as per provision
of the SPV programme, on case to case basis, based
on proposals received from State implementing
agencies.

This information was given by the Minister of
State (Independent Charge) for Micro, Small
&Medium Enterprises, Shri Dinsha Patel in a written
reply to a question in the Rajya Sabha on 26th
November, 2010. [ |
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A meeting of Governing Council of National
Institute for Entrepreneurship and Small Business
Development (NIESBUD), was held in New Delhi
on 25 November 2010 under the Chairmanship
of Shri Dinsha Patel, Minister of State
(Independent Charge) for Micro, Small & Medium
Enterprises (MSME).

The Minister emphasized the need for monitoring
the post training activities/requirements of trained
persons with a view to establishing them as successful
entrepreneurs. He also appreciated the efforts of
NIESBUD in imparting training to about 12,000
persons during the year 2009-10, and encouraged
NIESBUD to not only fulfill the present target of
15,000 persons for the year 2010-11, but also to
exceed this target and set new records. He expressed
his desire and directed NIESBUD to act as a mentor
to the small businesses. He further added that
NIESBUD should start taking action in this regard by
keeping a track of such trained persons as well
as in providing them hand holding support

under the ‘Rajiv Gandhi Udyami Mitra Yojana’ of
the Ministry.

Accordingly, NIESBUD was directed to put in
place an electronic tracking system to take stock of
the post training activities of the participants trained
by it. The Minister expressed the hope that increase
in number of persons trained by NIESBUD would
get gainful employment by setting up their own
economic ventures and in return also provide
employment to others. He also assured the Institute
of all the assistance of the Ministry in achieving new
milestones.

The three institutes, namely, National Institute
for Entrepreneurship and Small Business
Development (NIESBUD), Noida, National
Institute for Micro, Small & Medium Enterprises (NI-
MSME), Hyderabad and Indian Institute for
Entrepreneurship (IIE), Guwahati under the
administrative control of the Ministry of MSME,
conduct entrepreneurship development and
entrepreneurship-cum-skill development training for
potential entrepreneurs. B

MoU on Co-Operation on MSME hetween India and Mozambitue

A Memorandum of Understanding (MoU) has
been signed between Ministry of Micro, Small &
Medium Enterprises (MSME), Republic of India and
Ministry of Industry and Commerce, Republic of
Mozambique on 30.09.2010 for cooperation in the
field of MSME sector. The objective of the MoU is to
provide a platform for the two Governments to
discuss issues concerning MSMEs and explore
possibilities of cooperation for mutual benefit of
MSME sector in the two countries including policies,
business delegation, exploring the markets, transfer
of technologies, participation in trade fairs/
exhibitions etc.

To facilitate international cooperation in MSME
sector, Ministry of MSME has so far entered into long
term agreements (Memorandum of Understanding/
Agreements/Joint Action Plan) with 14 countries viz.,
Sudan, Algeria, Sri Lanka, Lesotho, Uzbekistan,
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Mexico, Rwanda, Romania, Cote D’Ivoire, Tunisia,
Egypt, Botswana, South Korea and Mozambique.

The International cooperation in MSME sector,
apart from generating goodwill for the country and
strengthening friendly relations with the partner
countries, also benefits the Indian MSMEs and opens
up new opportunities for them by way of new
markets, joint ventures sharing of best practices and
technology collaboration. The Indian MSMEs have
improved their business by participating in the trade
fairs in these countries and by business delegation
exchange.

This information was given by the Minister of
State (Independent Charge) for Micro, Small &
Medium Enterprises, Shri Dinsha Patel in a written
reply to a question in the Rajya Sabha on 26th
November, 2010. [ |
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To develop Micro, Small & Medium Enterprises (MSMEs) with the objective of enhancing their
competitiveness and to adjust to the competitive pressure caused by globalization, the Ministry of
MSME is implementing the National Manufacturing Competitiveness Programme (NMCP). The
scheme facilitates setting up of Mini Tool Rooms, Design Clinics, IPR facilitation Centres, etc.

The Ministry is also implementing a comprehensive integrated cluster development programme
for Micro and Small Enterprise clusters viz. Micro and Small Enterprises-Cluster Development
Programme. Under this scheme, financial assistance is provided for creation and upgradation of
industrial infrastructure in industrial estates/clusters, training, capacity building, creation of awareness,
programmes on technology upgradation, quality improvement, setting up of common facility centers,
etc. Infrastructure Development proposal in 16 industrial estates and one Common Facility Centre
at Hajo have been sanctioned in North-Eastern region for providing better infrastructure to Micro
and Small Enterprises.

The effect of imported goods specially on the small and medium enterprises in the country is
varied and not quantifiable. The Ministry has put in place several measures to help small enterprises
become globally competitive like National Manufacturing Competitiveness Programme (NMCP),
Single Point Registration Scheme, Raw Material Distribution, Consortia and Tender Marketing,
Exhibition and Technology Fairs, Buyer Seller Meets, etc to negate the impact of import of foreign
goods. Under Marketing Assistance and Technology Upgradation scheme of NMCP, a special
component for North Eastern Region has been included to provide financial assistance for
participation in trade fairs.

This information was given by the Minister of State (Independent Charge) for Micro, Small &
Medium Enterprises, Shri Dinsha Patel in a written reply to a question in the Rajya Sabha on 26th
November, 2010. [ |

A call centre for Micro, Small and Medium Enterprises (MSMEs) i.e. the Udyami Helpline was
set up in August, 2010, in collaboration with Telecommunications Consultants India Limited, a
Government of India enterprise, for providing information on a wide range of subjects including
guidance on how to set up an enterprise, access loans from banks, project profiles and the various
schemes being implemented by the Government for the promotion of MSMEs. The Helpline also
facilitates lodging of complaints with various agencies of Central and State Governments dealing
with MSMEs, including banks. The helpline is operational between 6:00 AM to 10:00 PM and
operates on all 365 days including Sundays and holidays. This facility has been set up in New
Delhi and can be accessed from all over the country through a single toll free number.

This information was given by the Minister of State (Independent Charge) for Micro, Small &
Medium Enterprises, Shri Dinsha Patel in a written reply to a question in the Lok Sabha on 23rd
November, 2010. [ |

November, 2010 33




NEWS

Processing Gentres for Fruits and Vegetahles

Khadi and Village Industries Commission (KVIC)
does not run any fruits or vegetable processing
centres / outlets in the country. However, it does
assist setting up of micro enterprises under non-farm
sector including fruit or vegetable processing centres
under its promotional schemes. Prime Minister’s
Employment Generation Programme (PMEGP) is one
such credit-linked subsidy programme implemented
by the Ministry of Micro, Small & Medium Enterprises
through KVIC as nodal agency from 2008-09 for
generating self-employment through establishment
of micro enterprises by organizing traditional artisans
and unemployed youth, and thus preventing their
migration and increasing their earning capacity. At
the State/Union Territories level, the scheme is
implemented through field offices of KVIC, State/
Union Territory Khadi and Village Industries Boards
(KVIBs) and District Industries Centres (DICs) with
involvement of Banks. Under this Programme,
beneficiaries can establish micro enterprises,
including fruit and vegetable processing units, by
availing of margin money assistance through the
implementing agencies and loans from Banks, etc.,
for projects costing up to Rs.25 lakh each in the
manufacturing sector and upto Rs.10 lakh each in
the service sector. Such units are promoted by KVIC
under the agro based industries group comprising
inter-alia processing of cereals, pulses, spices,

condiments, masala, fruits and vegetable processing,
village oil, gur and khandsari, etc. During 2009-10,
8,278 units were assisted under the agro based
industries group of village industries under PMEGP,
which also included fruit and vegetable processing
units. KVIC however, to some extent, facilitates
marketing of agro and food products through its
Khadi Gramodyog Bhawans.

There is a provision of 100% physical verification
by (KVIC or its engaged agency) of the units set up
under PMEGP before adjustment of margin money
subsidy against the loan availed by the beneficiaries.
There is also a system of voluntary registration of
such units with KVIC for providing guidance.

The margin money subsidy available for setting
up units under PMEGP ranges from 15% to 35% of
the total project cost that includes working capital
requirement of the unit for one cycle of operation,
and the repayment commences after an initial
moratorium of three years. Also, as per Reserve Bank
of India guidelines, collateral-free credit is available
to the beneficiaries for loans upto Rs.10 lakh.

This information was given by the Minister of
State (Independent Charge) for Micro, Small &
Medium Enterprises, Shri Dinsha Patel in a written
reply to a question in the Lok Sabha on 23rd
November, 2010. [ |
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The Micro, Small & Medium Enterprises from the North Eastern States are provided Complete
reimbursement on air travel (75% for other States) and space rent (50% for other States) with an
upper ceiling of Rs. 1.25 lakh for participation in international trade fairs/exhibitions. Further,
under the Marketing and Technology Upgradation Scheme of National Manufacturing
Competitiveness Programme, a special component for the north eastern states permits the Micro,
Small & Medium Enterprises from these States to participate in selected domestic exhibitions
(outside NE Region) where 80% costs on pavilion charges, to & fro travel and transport is
reimbursed subject to a limit of Rs. 75,000 per unit.

This information was given by the Minister of State (Independent Charge) for Micro, Small &
Medium Enterprises, Shri Dinsha Patel in a written reply to a question in the Lok Sabha on 23rd
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