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PREFACE

This booklet cuntains the revised guidelines for the “Micro and Small Enterprises
Cluster Development Progeamme {MSE-CDIP)”, incorporating, the recent modificalions
Lthat have made the scheme more comprehensive and attrachive.

2. The Ministry of Micro, Small and Medium Enterprises (MSME} had adopted the
cluster developmenl approach as a key strategy for enhancing the productivity and
compeliliveness of the micro and small enterprises nearly ten years back. Since Lhen,
several modifications have been made ta the guidelines based on pur experience in cluster
development and independent evaluations of the scheme. The latest modifications involve
substantialy higher funding fram the Gavernment of India (Gof) for the key components
of the programme as also subsuming of the erstwhile ‘Integrated Infrastructure
Development {ITD) Scheme' into the “Cluster Development Frogramme’.

3. Under the revised guidelines, the cligible cost for soft intervenlions (fraining,
exposure visits, marketing assistance, capacity building, etc.) have been enhanced frum
Ks. 10 lakh and Rs. 25 lakh, with Gol funding upte 753% of this amount. The eligible cosl
for setting up of Commen Tacility Centres (CFC) in clusters has been increased from Rs.
10 crore to Ws. 15 crore, with Gal fundling, upto 70% (90% for special categury clusters and
clusters in special categury States). Likewise, the eligible cost of projects for infraslruchure
development, which was Ks. 5 ¢crore in the erstwhile [ID Scheme has been increased to Rs.
10 crore in the modified guidelines of MSE-CDP, with funding upte 60% available frum
the Government of India.

4. While the financial assistance (or cluslers has been considerably enhanced, as stated
above, the success of the Cluster Development inibative depends on the dynamism of the
collectives ol the cluster units, i.e. Special Purpose Vehicles, through which benehciary
participabion is to be ensured. As this is the key element in cluster development, active
involvement and commitment of the State Government agencies, through continuous
outreach, advocacy and capacity building measutes, is critical to the programme. In
addition, creation of common facilities in the clusters and upgradation/creation of
infrastructure will require commitment from the State Government for providing land as

well as funding support, as envisaged in the guidelines,
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GUIDELINES
MICRO AND SMALL ENTERPRISES-
CLUSTER DEVELOPMENT PROGRAMME

BACKGROUND

I.

The Ministry of Micro, Srrall & Medium En‘erprisas (MSME), Governmeant of India (Gol) has
adopted the duster devsloumart apzroach as o key stratagy for echarncing the praductivity
and competitiveness as well os copacity building of Micra & Smeall Enterprisas (MSEs) and their
collectives in the county. A cluster is a groua of enterprises located witkin an idantifioble and as
tor as practicab &, con-'gueus area and producing same/siee lar products/services. The assantial
characteristics of erterprises in o cluster ars:

{a}  Similarily or complementarity in the methods of araduct.ar, quality control and testing,
energy carsamotion, poliv-ior control, etc

{b}  Similar level of technology ard marketirg strateg es/practices
{c) Channnels for communicetior among the members of the custer
([d]  Commor cnollenges and opporlunities.

In October 2007, the arstwhile cluster develapmant scheme “Smal! Industries Cluster Development
Programme (SICDF) wes renamed os ‘Micro & Small Enterprises Cluster Development
Programme {MSE-CDP)". It wos aiso dercided gt the "integrated Infrastructural Development
(D) 3cheme skall be subsumed in MSE-CDP for providing developed sites for new enterprises
and upgradation of existing indushia! infrastructure. & comprehensive MSE-CDP is being
administered by tne cffice of lhe Development Commissionar IMSME), Ministry of MSME.

These guidelires for the Micro and Small Enterzrises-Cluster Development Programme [MSE-
CDP) are issued in supersessior of the previcus guidelires relating 7o SICDP and 11D schemas and
encempass, mteralic, “1e procedure and funding pattern for admissible activitizs, namely:

{i)  Diognostic Study Reporis: To map the business processes in the cluster and propose
remedial measures, with a validated action plar.

(i)  Soft Imterventions: Technical assstance, ceaacity huilding, exposure visits, market
development, trust bu'lding, etc. for the cluster units.

(iii) Detailed Project Report: To prepare o technical fensitle and financially viable projedt report
for setting up of @ commoen fazility cenler for cluster of MSE units and/or infrastructure
development aroject far new industriol estate/area or for upgrodation of infrastructure
in existing ndustrial estate/cealcustar,

(v} Hard Intervention/Common Focility Centres (CFCs): Creation of tangible ‘assels’ like Testing
Facility, Design Centre, Productian Cantre, Effluenr Treatmert Piant, Training Centre, R&D
Centre, Raw Material Bank/Sales Depot, Product Dispiay Centre, [nformation Centre, any
other need besed fecility.

(v} Infrastructure Development: Development of land, provision of water supply. drainage,
power disriaution, non-conventioral sources of Energy for common capfive use,
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canstruction of roads, camman foolities such os First Aid Centre, Canteen, other need
based infrastructural facilities in rew industrial \rulti-product] areas/estates or existing
incustrial areas/estatas/elustars,

The orojects sanctioned under erstwhie SECDP renamsd MSE-CDP} ard Integrated Infrastructural

Development [IID] schemes will alsa be eligible for fingazial suoport issued under the scheme as per
earlier aparovals. :

4.

Objectives of the Scheme

{ij  Tosupport the sustzinabiity and growmn af MSEs by addressing common issues such os
irprovement of rechrolagy, skills ard quality, market access, access to copitel, ete.

i} To build copozity of MSEs ler common supparive action through formation of self help
groups, consortia, vpgradation of assaciations, ete.

iy To creute/ spgrade infrastructure) facilities in -na naw/axisging industrial areas/clusters of

MSFs,

[iv] o sef up comron factity centres (tor fasting, troiniag centre, raw motarial depot, effluent
Iraurmers, complementing production processes, et}

Strategy and Approach

Given the dverse noture of the MSEs in terms of bom geographica! location and sectoral
composition, the MSE-CDP scheme aims at addressing the neads of the irdustries, through well
defined clustars and gecgraphice! areas. This will engble achieving the economies of scale in
terms of deployment of resourcas as wel' as facusing on the spacitic needs of similar industries.
The capacity buildirg cof assocations, sefting up of special aurpose vehicles (SPVs), cansorlia,
efc. which ave integral part of the scheme would enabls the MSEs to leveruge their resources and
also to have bekter access to public resgurees, linkoges to cradit and enhance their markeling
competitiveness.

Diagnostic Study

The first and foremos: activity 'n the =luster development pracess is fo conduct a diognostic study.
The objedtive of canducting ciagresiic stuay in ¢ cluster is ‘o mop all the husiness processes of
the cluster units viz. mnanufacturirg processes, technoiogy, imarketing, quality contred, testing,
purchase, ocutsourcing, et to find out ils strengths, weaxnesses, threats and apporunities
[SWOT], problems and impedimen's, suggestions and o weli-drawn actian plan for enhancing
competitiveness of the units of “ae c'uster and to pasition *1e cluster on a self sustaining trajectory
of growth. Diagnastic Stucy Recor (3SR is very inporfent document and the sfudy should
be conducied with special aftention. The study should focus on enhanced compefitiveness,
technology impravament, adopiior of best manufacruring practices, marketing of products,
employment generation, etc. There hes to e airect iin<ages between the problems highlighted
in the recort and te measures suggested for imorovement.

lo}  The D3R should prefarably b prepared by the erd users and other agencies should anly
facilitore in preparatior of recorts. 'n case the DSR is prepared by other expert agencies
ather thon end users, these repor's mus: be oroughly aiscussed with and vetted by the
end users and concerrad State Goveramant, Such agencies should have ralevant expartise
in cluster develcpment.

-~
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(b)

[c]

)

Specitic reeds of the clus*er regarding 2Rz, Tezrelogy Upgradatior, information ond
Cornmunication Technologies {:CT1, Enterprise Resource Planning (ERP}, enargy sfficiency,
lecn manutacturirg, techao ogy beachmarking finternational/nadaral), merket potantiol
assessment, skifl uc-gradetion/cert mcotion system, design developmert, comparative study

_with other clusters, bwining of clisters, reeo fo ‘mprove salety, health, Dusiness literocy,

wellare of woskfarce ay the eqlerprises and their common bodigs, socal upliftment, etc.
should be exarrinea and includad in the DSR.

Gol grant of maximem Rs 2.50 lskh will be providec for preparation of DSR for one
cluster. For the field organizahors o the Ministry of MSME, this tinancial support will be
Rs 1.00 la<h. Tha cost includes -na axpansas towards visits to cluster, compilatian of data,
validation of action piar, Firing of consu®ar-, specia’ studias |if reauired), printing &
stationery, cte. 50% of tha amaunt sanctionag wil be -eleased atter the opproval. Balonce
0% will oe reiensed orly aftar ncceptance of report.

DSR for ore cluster skou d be arzpared wirin a peried of 3 months, unless extended
with the aporoval of Uevelooment Commissioner (MSME).

Soft interventions

Saft activites under the programmre would cons st of activitias whicn lead to creation of genaral
awareness, counseiing, motivation ana trust building, exposure visits, market davelopment
including exparts, participation in saminars, warkskaps ard frairing programmes on fechnology
upgradation, etc. These intarvennars bring about ganeral ctitudinal changes nacassary to initiate
improvament in the existing style of warking o tha MSEs in the cluster [tis racessary to prepare a
Diagnostic Study Raport (D8R} inzluding va idated ac"an plan, perfarmance indicaters/milestones
ta evaluate the praject, betore undartaking Solt Irtevertions, Actvilies cre underdokan as per
approved action plan included in DSR.

(a)

The critical mass in a cluster for effectively realising the demonstrative impoct of soft
interventions shou'd be moximum but not less than 25 urits participating in the cluster
development activities. Fowaver, for difficult and nackwad regions and for special
entrepraneur grouns Fav'ng a sizeable arasence of Womaen/SC/ 57/Minonties, the critical
mass could be 20.

Maxirum limit “or project cost would be Rs 25.00 lckh per cluster. Indicative details of
activities ure giver in Annex-1, Go grant for the soft interventions will be 75% of the
sanctioned amourt of the project cos:. For NE & Hill States, Clusters with more than 50%
a) micro/ village, b] women owred, 2} SC/ST urits, the Gol grart will be 90%. The cost
of project will be moderored as pe- size/turover of the cluster,

Tha shara of the clustes bereficiarias should be as high s possible but not less than
10 per cent ot e total cost of Saft Intervantions. State Government/other stokeholdars
contrigution will be corsidered os gap funding.

Funds wilt be re:eased after getting commitmant from the State Gevernment/Implementing
Agencies that requirsd share of t1e cos- of intervert'ons ‘n the Cluster is contributed by
the cluster octars and omer insdioas/stakeholders. Fords will e released in two/dthree
installments depending upon the implementatior plan, reguirements of funds.

-~
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(el The duration of scf: interveatians will ba mMaximum 18 months, unless extended with the
approval o Steering Committes,

8.  Detailed Project Report (DPR)

A Gol gram of meximum Rs 5.90 lakk will be provided for preparation of o technical feasible
and financial'y viahle Project Report for setting up of a common facility centre for dluster of MSE
units and/or infrastructure deveiopment Proiact for new industrial estate/area or for upgradotion
of existing infrastruciure in existing industrial estate/ areafcluster. 50% af fhe amount sanctioned
will be released after the cpproval, Beiance 50% will be released anly ofter acceptance of
report,

[a}  The DPR should incude fivancicl cnalysis like inrernai rate of return, break-aven point, debt-
servica coverage ratio, sensitivity analysis, etc., using basic templates such as projected
profit & ioss account, projected balance sheet etc. The indicative format for preparation
of DPR is given at Annex-2.

(bl DPR should be appraised oy o kank {if bank financing is involved)/independent Technicai
Corsultency Orgarization/SIDBI

Q. Hard Inferventions (Setting up of CFCs)

Hard Interventions urder the programme will consist of craatian of tangible “assels” as Commen
Facility Centres (CFCs) like Comman Preduction/Processing Centre (for balancing/correcting/
improving productior line that cannot be Uadartaken by individual units), Design Centres, Testing
Facilities, Troining Centre, R&D Centres, Effluent Treatmen! Plont, Marketing Disploy/Selling
Centre, Comman Logistics Cenlre, Commen Raw Material Bank/Sales Depoat, etc.

fa)  The Gol grant will be restricted to 70% of the cast of project of maximum Rs 1 5.00 crare.
Gol grant will be 90% for CHCs in NE & Hill States, Clusters with more than 50% o
micro/village, b} wormen owned, ¢) SC/ST units. The cost of praject ncludes cost ot Land
(subject to max. of 25% of Project Cost!, building, pre-cperative expenses, preliminary
expenses, inachirery & equipment, miscellanecus fixed assets, support infrastructure such
as water supply, electricity and margin money for working capital,

(6} The entire cost of land and building for CFC shall be met by SPV/State Covernment
concerned. In case existing land ena building is pravided by stakehalders, the cost of land
and building will be decided or the basis of valualion report prepared by an approved
agency af Certral/State Gowt, Departrments/Fls/Public Sector Bonks. Cost of land and
building may be taken rowards contribution for the project. CFC can be set up in leased
premises. Howeves, the lease should be legally fenable and for o fairly long duration [say
15 years).

[} M is necessary to form an SPV priar fo seffing up of and running the proposed CFC. An
5PV is a cleor legal enfity {Cooperative Jociety, Registered Society, Trust or a Company)
with evidenze of prior experience of positive collabaration among s members. The SPY
should have a character of inclusiveness wherein provision far errolling new members to
enabile prospective entrepreneurs in the clustar to utilise the facility should be provided.
In addition to the contributing members of the SPY, the organizers should obtain written
commitments from ‘users’ of the propased facilities so that its benefits can be further

.
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anlarged. Byiaws of SPY should have provis ons for CDZ/C0A ard one State Govt. official
as members of the SPV,

There should be a-mirimem of 23 MSE cluster uaits serving as mambers of the Special

. Purpose Vehicls [SPY). There is rc cailing on the moximum number of members. In special

cases, where considerctiors of investmants, technclogy or small size o the cluster warrent
lesser number of units, o minimum of 10 MSE un™=s may be considered for the 5PV

The share of the c'uster beneficiaries shouls be as h gh o5 possiale but not less than 10
per cert of the fotal cost of CFC. State Government cantribution will be corsidered as
gap funding. All the particiaering un™s shoula be independent in terms af their financial
stokes and management. N single Lnit will hald more than 10 par cert in the equity
capital for equivoieat capital contriaczion) of the 5PV

- Large mother manufacturing firms [whether in the public or private sector), other major

buyers of the cluster MSE produdts, commerciol machinery suppliers, row material
suppliers and business davelapment serv ce {RDS) aroviders will be a'igible to contribute
up to 49 per centtor 52V pravided mancgement of SPY remains clearly with the intended
benaticiany SPV The SPV may also ra'se leons from barks to take care of any shordtali,
expansion, etc. on the condition that the plar! and maclinery in the CFC purchased with
Gowvernmen: assistance will not be hyaothecaled and e Rirst -ight thereto will rest with
ther Governmert.

Contribution by the SPV/Shte Government or the beneficiorias’ share should be made
uphront, Necessary inhostructure like land, building, woter-and power supply, etc must
be in ploce or subs'ortial progress should have been made in this regard before Gol
assistonce is relsosed. Where bank firance is invalved, written commitment of the bank
concerned to release proporionate ‘unds wili also be necessa~y befare releose of Gol
assistance.

The CFC may be utilized ay the SPY members and as also others in the cluster.

The CFC should be aperationslised with n twa yeors from the date of linal opproval, unless
extended with the agpraval of Staering Committee.

Escalotion in the cost of project abova ne sarctioned amourt, due to any reason, will
be borne by the 5PV/State Gavernment, The Central Government shall not accept any
financial liahility arising out of cperation of uay CFC,

User charges for services of CFC shall be close to prevailing market prices, as decided by
the Governing Coundil of the SPY. The 5PY membears may be given reasonable preference
in user charges.

The CFC with cost higher taen Rs 15.00 zrore may also be considered under MSE-COPR
However, the Goi grant will be caleulated with project cos* ceiling of Rs 15.00 crore.

Funds will be released in two/thee insta'ments {afte- final approval) depending vpon the
implementation plan, requirements of funds.

A Tripartite Agreemen* among the Gel, the State Government concerned and the SPY
sholl be signed for CFC projects. The format of the agreament is given at Annex-3.
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(o}  Exhibition Centres by Assacigticns of Women Entrepreneurs: The Gol assistance shall
also oe availeole to Associations of Women Entrepreneurs for establishing exhibition
centres at central puaces for display ard sa'e of croducts of women owned micro & srnall
enterprises @ 40% of “12 preject cost, The Gol convibution will be towards furnishings,
furmiture, fitings, items of sermanant dispiay, miscellaresus assets like generators, et

10, Infrastructure Development

Infrastructure Develocment projects under “ae scheme will consist of prajects for infrastructural
facilites like power distribuson nelwors, water, telecommunication, drainage and pollution control
facilities, roads, banks, raw raterials, storage and markating outlets, comron senvice facilities
and technaiopical backup services for M5Es in -ne new/existing industrial es'ntes/areas.

(o) The location of the Projecs should be c'ase to district / block / taluka headquarters or
any other development projects with gocess to the fol'owing basic facitities ;

(il Proximity to roilway statiers / stots nighweys ‘o facilitere tronspen of raw material
to, and tirished material trom the Project;

dil - Availabi'ity ef worer supply end adequate source of pawer supaly. The power position
should oe refiecied in the detailed Praoject Report;

iy Telecammnication lecilities:

{iv]  The location seiected shoule 1ot create ony ecological imbalonce by disturbing
erviranment; and

[v]  Theworkersir ihe Project should not be mada 1o Iravel for more than 8-10 kilometers
from their dwelling places.

(b)  The Gol grant wil: ba resiricted ta 60% of the cost of project of Rs 10.00 crore. Gol grant
will be 0% for projects i+ NE & Hill Startes, industrial areas/estates with mare than 50% a)
micro, by women owred, ¢) SC/ST units. Detgils of companents for new site development
are given ot Annex-4. ['o- existing clus'ers, upgradation proposals will be based on actual
requirements,

[c)  The State/LT Govarnrrents will provide sditoble lang for the Projects. in estimated cost to
set up a pro‘ec under Infrastrucrare Developrrent projects of Rs.10.00 crore {excluding
cost of land), Central Government wiil provice gramt-in-cid. The remaining ameunt may
be loan from $IDBI/Banks/Finarcial institutions or equity from State/UT Gevernment. The
State/UT Governments wil meat the cost in excass of Rs. ] 0.00 crore or any escolation
in cast.

{d}  The Project should be completed within fwo vears from *ne date of final approval, unless
- extended with the spproval of Steering Commi-es,

(e} Second/subsequent preject in a distrct will ba considered only if +he sites develaped in
ne earlier projec(s) have been alloftad.
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[t Funaswill be released an re:mburserreat basis or ar matching shars basis {Implementing
Agency will depos™its shara 'n tha dedicated oeak aczount in 1e name of preject and
sLbmnit o bank certificate). 17 instalrent may be limited to Rs. 2 crore orly.

(g] . StakeAdT Governments mizy corstitute Sate Lave' Commrittees to coordirate and monitar
the progress o” imclementation of the Projects, with raprasentatives from O/ DC [MSME],
SID3I, Leac Bank, =tc. -

{h})  Other Conditions:

ii! Construction of sheds/struc-aras saa” rat oe token ua ander tha scheme. Sheds/
structeres will be built oy the antrepransurs according to their needs.

il suitable lend eadowad with intrastruciural Tacili-ies like water, electricity,
commuiicalion and nearness to ‘mondis” sqould be seledied.

iii]  Tnere shou.d be forward and backward linkages between cyriculiure and industry.
EHforts should be mads to use lace resources-belh men and material.

ivl  Ary change in the layout plar showld be got approves by DT (MSME].

11, Implementation Agendes

- Activity ' ' . _.__Implementing Agency
Diug_n'c::sric studly o  Offices of the Ministry of MSME
Soft Interventions _ L Dﬁuces of State Covamments
Setting up of CFC . . ' Mational and internationol institutions
: engoged . in devalapmfzn’r of the MSE
sector

= Any other institution/agency approved by
tha Ministry of MSME

- infrastructure Development Projects State/UT Governmeants through an c:ppropnr:ﬁe
' state governrmant agency with a good track record

in implementing such projects

LT

12. Project Approval

The propasals urder the scheme will be consideres fo- approval by the Steering Committee of
the MSE-CDOP Constitution of the Stesring Carrmittee will be:

(i} Secrefary {MSME] - Chairmar
(i)  Additioncl Secretary & Develogment Comemissioner (MSME)
(i} Additional Secreary & Financicl Adviser

[iv)  Adviser (VSE), P'anning Commission
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(vi  Joint Secretary, Ministry of M3ME
(vl Regcresentative of SIDAI

i) ADC/DC/ Director - incharge of the scheme — Member-Secretary

(yifi) Represenh:rﬁve:sj cf corcerned Inausfry Associationts)

(] Specia! iavitees {finoarial institstions, progromme management service pravider,
recresentatives of aparaisol agency ete.

12.1 Progosals for DSR, NPR ard Sofi "arventions will be asproved in ore stage only.

12.2 Hard inferventions (CFChand infrastructure deveiopmert projeds will be opproved in two stages:
In-Principle Approval and Final Aparavel :

12.2.1In-Principle Appreval: Al the proposals should be seat to the offica of DC [MSME) thraugh
concerned slote government. However, ins“utions of the Ministry of MSME may send proposols
far soft interventions/DSR/DPR direciiy 1o the Office of OC (MSME). In cose of infrastructure
development projects/DPR *nerect, State government will submit tha proposal to the office of
DCMEMF), Office of DCIMSME] moy toke assistance of Froject Management Service Praviders
(PMS) for examining of the nrocosals before considering their for approval, In-Principle Anproval
shall be valid for o period of & months, and befare that i* is expected that the project would be
rendy far Final Appreval, In cose, final proposal is rot recaived in & maonths, it will automatically
lapse, unless it is specificaily extendad by *he steering commites. '

12.2.2Finat Approval: The projacts which have beer. aceorded In-Principle Approval, shall be accorded
final approval on fulfilment of tallowing corditions:

(i}  Common Facil ity Center {CFC)

(o} Formction of SPY and Truse building. Rale and functions of the SPY should ba
defined.

bl Lland procured ong registered in the name of 5PV
(¢} Submission of appraisad Detaied Projact Regor (DPR).
[d)  Details of the shars helding of the $2v
[8)  Project Speciic accaunt in Scnzdula A bank
(i} Infrastructure Development Projects
(3,  Submission of appraised DPR with upproved layout plon.

(bl Confirmation of availetility of suitable lang of the requisite size endowed with
infrastruciuro! facilities like water, electricity, communication ate. The land shauld
be in possessian in *he name of rs [mplementing Agency (I4) with Clear Title and

comalying with Zening regulatians ard non-agricultural conversion atc

L%
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Canstitution of State Level Committes fo coordinate and monitor the progress of
implamentation of the Prajects

13. Progromme Management Service Providers (PM3)

Considering the unorganized and mizro / smzil scole ncture of enterprises and the reed for very
extensive project deve opment efforts, especially for industrially backward ragions, office of the
Developmert Commissiener (MSME] with the approval of the Stearng Committee, may appoint
competent Progremmea Managemen: Service Pravidars [PMS) far facilitating farmation of various
propasals ard their implemente=on. PMS would cct as o link between the DC [MSME) and the
industry/ state govarament ana waud Fela in efficient ano soeedy roll out of the Scheme. Office
of the DC IM3ME) wiil identily, select and arapare o parel of PMSs. The PMS shall raport directly
to the oHfice of DC (MSME]

13.1 Service charges for the PRS shall be paid from within the opproved budget m:fl.oy ot the:
scheme,

13.2 The PMS will have the: following resporaiailities:

(o

Sensitisation and awarenass creation about the schames

ldentiticatinn ot nead o salt ana bord intervantions and formulation ef suitable
proposals

Assist state governments/industy associotions/groups of entrapreneurs/other
stakeholder/agencies in conceplualizing aro’ects and preparing comprehansive
propasals / DPRs.

Assisting the identified entreprenaurs i1 estabiishrrenl and structuring fhe project
spacific SPY

Assist office of the DCIMSME] in examining the proposuls for ‘in-principle” and
“final aporova’.

Mssist SPVs in selection of agencies / experts for various services and in develaping
suitable operational framewark for CFC

Assist in pe-odica’ rronitaring o° the progress of the projecis and disbursement of

funds

Provide need based agvisary services to the off ce of the DUIMSME] and assist in
strategy formuiation for eftective implementation of the scheme

14,  Menitering and Evalualion

14.1 The Developmen: Commissioner (MSME] will be the apex bedy for coordineting and overseeing
the progress o the projects.

14.2 In case of projects impiemean‘ed by the State Gaovernments, their autonomaous bodies and SPYs,
marntitoring of t1e projecss will ba the resporsibility of 'ne State Governments concerned to ensure

LY
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satisfactory and “me-baund implemsriation of the activities,
be required to corstitute a Fro ecr Steering Committes
Direcror of inaustries and consisting of

Eoch State Government will also
under the chairmanship of Secretary or
epresentatives of all stakeholders for this purpase.

14.3 In cose of auster davelcpment projects 1a* covered as above, the office of the OCMOME] will
directly menitor the progress win the assistance of or thaough s field level offices.

15, Miscellaneous Provisions

15.1 Monitoring and Management Expenses: At present, inferventions are being undertaken in more

than 400 clusrers, Projact monitarng cna maragement @ ? % of the tala) budget cutlay for
Ihe sanctioned Zunds will he viizad, mainly o the office of the DCMSME) for

i} Preporation of pane's of PMS/ experts/ expert agancies for oreparation of DSRs, DIPRs,
agencies invelvad in cluster developmant, erc

il Devalogment of customized software for dota managen

ent, speciulized reports and
moritaring & avaluotion

lii]  MSE-CDP related communicalion and stalionery axpanses

(iv)  Travelfexcosure visits of the cluster =all officials in he Oice of the DC (MSME) for
monitoring MSF-CDE activires '

v} Orgonizing of rreetings including Srecring Commities anas

[vi}  Purchose of office automation equ.prrent iike phatocopier, maintenance et

i) OhAsourcing of dutg maragement serv.ces

15.2 National Level Miscellaneous Activities: Activities ilike orgarizing trairing/nafional workshops,
publishing of cluster related matarial, precaration of study material, deputation of officers from
headquurters, specials studies, atc.}, setting up of and supporting Resource Centers, which
are not port of clusrer specific action clans, but are directly connected with the promotion of
the scheme and duly approved by the Srearing Committee subject to 5% of the iotal cluster
development budget in g carhcular year, will also be perrrirted. Training will aiso be imparted
to the Implerentirg Agercies, SPs; and other s'akehalders as and when required.

15.3 Cluster Development Through International Agencies: The interventians criteria/ propoesal formal
for cluster developrent throvgh In-esnational agencies like UMNIDO, GTZ, DFID erc do not match
with that of the MSE-CDP However, somesimes it js required to join hand with such ogencies
with necessary international expertise ‘ar gevelopmer: of clusters on national/ regional level.
Contribution for suck crogrammes may be corsidered by the Steering Commitiee in ralaxation
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Annex-1

Proposed Budget (indicative)* and Means of Finance for Soft Interventions
(Per Cluster Spread Over a Period of 18 Months) {Rs in Lakhs)

Sl

Description

Max Estimated |
Expendilure

Means of Finance

Gol
assistance

State Govt,
&/a0r PSU
Institufions

SPV/ Privafe
Partners

Trust building {organizing
meelings, seminars for c'uster
actors) 4 meetings

;.80

upta F0%

Building cwcoreness of

“{vorious schemes of Ministry
Jeof MSME, other Ministrias

and Departments of State
& Central Gaovi, cther
developmentai agencias,
Financial institutions, etc. (2
programmes) '

0.80

B -

upto ‘?_D%

Organizing trainiag
programmes/saminars/
workshops/study tours 1o

| other clusters/demonstralion

of techrology/equipment,
including expert fees, traval,
lodging, bearding, etc.
(Total upto & programmes
(@ Rs.1.00 inkn)

500 7 upte 80%

Capacity building lexposure
visits, benchmarkirg,
brochure preparation,
web-site launching, iritia!
recruitment cosr, etc )

RS . |upta 60%

Services of BOS providers,
{Max 20 person-days @ Rs
7000/~ per day + bogrding/
lodging cherges as par Group

3.00 upto 20%

A officer’s entitlernent)

rF

e’




MENE

6. Farticipation in one foreigr: fair | 5.00 50%
(for entreprenaurs in clusters].
Ore fair per clusrer

7. Miscellaneaus developmertal [ 1.50 vato BO%
costs ftrarslation, publicatiors-
fumpsune)

8. In-house institutional Steff, | 5.40 Uato 50%

() CDA {if required) -18
morth & Rs. 30,000 p.m,

(b) Local Orgarizer/MDA-18 ] 3,40 unto 50%
month @ Rs.20,000 p.m,
G Local travel in the cluster|0.90 100%

ot the in-nouse staff and
felecommunications experses
(Rs 5000 per month)

e
ad
n

10, [Local purthoses fcomputer, 1C0%
telephone, fax-lump sum,

year-wise], if required

11. | Padicipation of CDE/CDA/ |1 .25 100% -
cluster official along with ' -
entrepreneurs of the cluster,

economy/ excursian fair +
TA

Note: Maximurn limi* for profect cosr would be Rs 25.00 lakh per cluster. Gverall funding pattern will
be guided by the details given in aora 7b.

*  After upproval of the actisa plan, changes ' the sub-heads up to 25% of the approved
amaunt withir the total budget may ba allowad with the perrnission of Diractar, MSME-DI/
D (MSME]

* Al the activities mentiones ahove may not be required in all the clusters. Actual action
plan and budget must be prapared on the bosis of requirements of the cluster and in close
ligison and consent of the cluster beneficicrias/usan bady.

o
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Anngx-2
Format of Detailed Proposal far CFC

1. The Bosic Details/Documentation
{ii  MNarme aac lacation of =e cluster

(il Nature of activity and oradacts

{iiiy  MNumber cng size falso i terms of inslo’ ed capacily! of units
{iv) Scale of irves-mert {also in terms of ne- fixed ard importunt currer! assets)

v} Vetoe of output in the last 5 years {different enterprise segmrent - wise), including export
output, if any

fvi]  Projected pe-formance of *ne cluster afer procosed intervantion (in terms of production,
export/domestic sules and d'recl/indirect employment, etc.)

[vii) Diagnostic study/comparative advantags genchmark survey [mair lindings)

viiit  Information on nature of ortical gaas identified {such as poor storage tacility, poor lesting
g
and quality cantol tociities—item-wise cast ashmates)

i) Implementation schetiule; struzturing of The SPY, such as copy of cartiticate of incorporation,
orticles of association and leter of agreemer: with slakehalders

fx}  Revenue generation mecnenism for sustainability of assets {service/user charges to be
levied, any other-to be specified) '

(xi}  Praject highlights—total cost of praject, contribution from cluster enterprises/stoekeholders,
average contribulion by ndividual enterprises, grant-in-aid urder MSE-CDP term loans,
debt-equity ratio, repayment schedule and estimatec debt service coverage ratic {DSCR),
vanual estimated income, expenditure, grass and net pratit at expected/optimal levels
of opeiations, breck even (BC)/irternal rate of -eturn {IRR} cakulations, payback peried,
el

{xii) In-principle sancion of loan from o bank, it opplicable

(i) Previous track recard of co-operative initiatives pursuad by $PY members need to be
highlightad with support documantation

fxivl CFC may be utilized by SPY members as also athers in o cluster. However, evidence should
be furnished with regard to SPY memaoer ability to util'ze at least 40 per cent of installed
capacity.

2.  Elements of DPR
2.1 Plant and machinery

(a) List of Plar ond Meckinery:




(S No. [ Particulars of Spe'cifr'r:ﬂ_#i'qnsf .'Guuntih.r required | Unit prlce {Rs:} | Tofal FGIQ@___[R_&_._}'_

" 'E "IE Guidelines Micro and Small Enterprises-Cluster Da velopment Pragromme

S No. Particulars | Ng, Power re- FC.R. Price |Name of Delivery
of piant and guirement | [Rs) proposed Schedule
machinery [HP/ <A, supaliers frmonth-

- - {wisa)
}

Note: Add central soles tox, packing ardtorwarding charges (2%}, treasitirsurance [1%), and freight
[2%) to costs or actuals.

(b; Capacity of piant and rachinery or singla snift basis

(¢ Production patiern

2.2 Annual requiremerr of raw materials and corsurabes of T 03% capaciy utikration

row material  lindigenous/|othill copacity.
SR imported - o

2.3 Utilities and services ar fuil capacity filizetion

(@) Power for indusrial purpose

SLNo. oA Pariiculars | RWLT - TN o 5% K/ttt
st oped e L h el Fediking: i '
| achingry L e minth.

{b}  Power requirement for cormmerncia'/domeshz purcose
{c) Waler
[} Gas/Qi/ Other uiities

2.4 Site Developmert oad civil construction

. Particulars : o 1Quankity/Nos, |Rate " - - [Cost.
{} [Costoftand - 3 TR T A
[i}_ |Development cast of land

(i} | Cost of compound wall

v} | Cost of tabricated gates & grills
fvi | Cost of shed

fvi] | Cost of laboratory

[vii} | Other RCC construction

lixt | Water tan k/Overhead water tank
Tortai




m=i= Guidelines Micro and Smai) Enterprises-Claster Devefopment Programme

2.5 Organizational se” up and manpower reqoiramnent

Sl. No. | Category/ Dasignation | No, of persons Salary per month (Rs) | Totol salary [PM)

Note: Add 25% towards fringe benefits cnd’ 5% anrus. ingrement

2.6 Project Cost

Porticulors of Cost ' Amount [Rs.)
(i) Land & site development
fii} Building

iy |Plant and mochinery (cost of plant and machinery, 10%
installation, electrirication and commissioning)

{iv) | Misc. fixed assels ffixtare, fumituse, fire fighling equipment, first
aid equipmant, back up power supply, aic))

(v} Prefiminary expanses [diognastic shudy, PR, leqgal & edministrotive
expensas, telephone, stotionery, eic )

(vij |Pre-operative expensas (establishment, lravel, interest on
borrawings, committed chorges during corstruction period, start-
up cxpoenses, efc,)

{vi) |Provision for confingencies {?% building and 5% on plant and

machinary)
[vii} | Margin monay for working capital
Tl
2.7 Means of Finarce
Sl No. | Agency Amaunt (Rs. in lakh) % of the Project Cost
1. SPY
Z. Gob
3. ol
4. Bonk Borrowings
5. Others
Total
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2.8 Working capital ond margin money factucl copacity wiilisotion year wise
3l {Particulars Ne. of [ Margin 0s par capacity utilisation
_"if’- maring Ist year |2nd Year | 3rd year
1. [Row moterial end consumables
2. | Ufilities i
3 | Working expanses {salary of mar- ]
poveer}
4. | Works in process {cost of raw mate-
riol, wiity and sziary on octuals)
3. [ Stock of finished goods (cost of raw
material, utilify, salary, foctary over-
heads on actuals)
6. | Bills receivabies (Soles value)
Tota!

J

2.9 Cost of production (P

[l Row matericis and consurmrabies

(il Utilites

(i

it Woges and salary

{iv)  Repairs and maintenance

v} Insurgnee

(i}

[

2.10 Estimation of grofitab;

i) Sefling axpenses

Administrotive and factory overheods

il Installed capacity
{M)  Number of working days 'single shifi aes's)
lii)  Copocty utilization

(W) Production fin single unit)

(v
[vi)
wii

fvii

Sales redlisalion
Cost of oroduction
) Gross profit [vb-fwi]]

i Financial excenses

"ojection for 1D vears of aperation in tabulor form)

lity fprojections *ar 1G years of oLeraticn in tabular form
! ¥ !
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i)
fxii)
(xiii]

[xiv]

(A)

. (B}

Guidelines Micra and Smrolf Enterprises-Cluster Devetopment Pragramme

Interest on bark borrowing

Deprecialion oa writer down ve.u2 method (os per separote schedule to be attuched for
~ differerr categories of fixed assets)

Preparatory exzensas nat writtar off
Operating prefit [{wiil — {{iii] + [ix} = x)}]
Tax vide separate schedule

Profit after tox [ix - {xii]

Available surplus il + {ix]]

2.11 Cash flow statemen: {projections for 10 yaars in tabular ferm)

Scurces of fung:

(@ Gross profit less deoraciation

b}  Term loan

] Subsicy/Granr

{dl  Promoter’s contriouron

[e] increase in benk borrowings

{f Depraciation

Gisposal of funds: |

(@)  Preliminary & pre-cperative expenscs
by  Caopital expenditura

{c]  Increcse in working capital

{d} Interest on term loan

fe}  Interest on bark berrowings

(i Decrease in terrm loan

(@) Toxes

Opening balence of cash in hand or at bank [sum total of {{A}-{B}]
Net surplus/Deficit

Closing balance of cask in hane or ot bank
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2.12 Deht Service Covercge Rang Prolectors fo- |1 yeQa-g)

DS Net Profit + Interest [T + Depreciation
~ installment (T4 + Interest [T1)

2.13 Balance Skeet & P/L Accaunt 'Prajaction for 1C Yeors)

2.14

3,

Breok-Even Paint=

Fixed Cosl
Conlribution [Sajes - Variable Cost)

Commercial Viability

Following fingncial aopraise Taols will be emplayed for assessing commergial viabilily of the
projacl:

(i

(i)

(i

{iv)

v

Return on Capital Employed [ROCE}: The total rerum generated by the project over
{8 eriire projected life will ba avercged to find our the average vearly return. The sirmple
Geceptunce rule tor sha ivestmenr (s thet the ety {incorparating benefit of grant-in-aid

assistonce] is suffiziently larger tan the interest on copital emplayed. Retum in excess of
25% is desirabla.

Debt Service Coverage Ratig FAczestance rule will be cumulative DSCR of-3: ] during
repayment perieg.

Break-Even (BE) Analysis: Rreak-even coint should be below &0 per cant of the installed
capacity,

Sensitivity Analysis: Sensitivity cnalysis will be pursuad for off the major financigl
porameters/indicators in terms ot a 5-1C per cant drap in vser charges or fall in capacity
utilization by 10.20 per cent,

Net Present Valye (NPV}: Nes Pragen Value of the Project needs ta be positive and
the Internal Rate of reiurn (IRR) should be ghews 10 Ppercent. The rate of discount to be
udopled for estimation of NPV will be 19 per cant. The nroject life may be considerad 1o
be o maximym of 10 years. The iite of the Froject *a be considered for this pUrpose needs
fo be supported by recommendation of g 'echnicel expert/institution,.
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Annex-3

Format for Tripartite Agreement among Special Purpase Vehicle {SPV), Skate Government and
Government of India under M5E-CDP

This agreamentis made at ..., ...onthstha ... . .thdayef ... ... 20... between (1) the President
af India, acting througk omd reprasenced by laint Develapment Commissionar /Diractor in the Office of
the Development Commissionar MSMEY, the Ministry of Micro, Small & Medium Enterprises (MSME),

New Delni thereiralter referrac to as the 'Gol'}, (2] Gavernor/lt. Gavernor of the State/Union Territary

of ......... acling through and represerted by SEcrsrary (ndustries], State/UT Governmanlof ...,
{hereinakter reterred to as e 'God” and {30 . Specil Purpose Vahicle (SPV) having its
registered office at. . L resresenlsd by ils Menaging Directos/Chist Exscutive Oflicer [herginaftes

relerred to as the ‘SPV')

WHERLCAS tha Gal has introduced ¢ schemes nomead os ‘More & Simall Enferorses—Clustar Development
Programrme (MSE-COP™ wilh the objecve ol capadly builsing of im'cre ond small enterprises (including
smaltl scale sevice and business entities) and their collectives in the country;

AND WIIEREAS The 5PV has besn created and constituted os o partnership firmdtrust/ society/co-
operative sodety/company, inter a'ia, to ceue, establish, run and mairtain o Commen Fadilily

Cantre of ... {the CFCh for the vse and benefit of its members and of olher unils
engaged or coming ug in e seme indostry, trade or vocation inthe .. of
.................................... fthe Clus-er);

AND WHEREAS the 5PV kos submitted a project for approvol of the Col under the MSE-CDP;

AND WHEREAS the Gol hos aperoved the proect submitted by the SPY subject to the conditions
mentioned in the sanction letter No. .............. doted ............ ‘or to be issued) which sholl be
deemed to be o part of this Agreement and he LOS aas also agreed to confribute towards the cost
of establishment of the CFC;

AND WHEREAS for b'nding the Padies fo thai- respactive obligations and to ensure lang term use of
the CFC by the enterprises in the Cluster, the Pariss are desirous 1o enter into an agreement;

NOW THIS AGREEMENT WITNESSETH AS FOLLOWS:

1. The 5PV shall set up the CFC at.............. o1 a piece of land to be provided by it free of all
encumbrances and charges.

2.  The 5PV sha'l contribute 1o t1e cost of estoblishment of the CFC from its resources to the extant
and in the form os loid down in the Scncticn Letar,

3. The Gol and *1e GobS shall, an satistcctary proof of the contribution by the SPY, make their
respactive cont-ibutions towarss the cost of estoaliskment of the CFC, at such time, in such
marnner and to such extert as le’d down in the Sanction Letter.

4. The establishment of the CFC, inciudirg civil works, it any, shall be completed by the 5PY within
ong year of the recaipt of the Sanction Leler, or such exandad time as the Gal may, on its
satisfaction as to the reasans of delay, g-ant.




10.

11.

12,

13.

14,
15.

14.

17.

Guidelires Micre ard Smail Enterprises-Clusrer Development Programme

The SPY shall be exclusively resnonsibie for the day-to-cay runring of the CFC. The aim of FUnAing
the CFC shal! be to provide common services to the entercrises in the Cluster ar affordable cost
as well as to gererate enaugh income to mest all its rurning expenditure, depreciation and
provision for replacement/expension of capital ossets. iHowever, any snortfall or excess of incame
over expensas shall be kept or borne by *7e 50V only.

The disbursement of furds by the Goi w': be made only after +re upfrant contribution to be made
by the 5PV, the State Governmert or tha beneficiarias.

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

Pending utilization of Gal grant, the fuads wil be parked in a separate dedicated account
created for this purpose. Interest ceerued, i any, on unutilized fund shall be edjusted ayoinst
future disbursement under the scherms. '

Gol will reserve the right “o zarmy aut physica' verif:cation of the assets acquired with the funds
or initiate any other encuiry as it may deem fit to sutisfy the cempelent authority with regard to
the proper utilization of the funds relegsed,

The SPY shall furnish utilization cerlificates for amounts reicased os grant-in-aid duly verified by
the stotutory audiiars.

The GoS will act as o fadilitator ta sugervise and evaluate the progress of the project separately.
The Gob will also inform tha Gol ubout the status of the estoblishment or nimning of CFC and
shall giso report to the Gal for any discreponcies 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 GaS grant shall be the exclusive property of the (ZoS, though in the
custody and use of the SPV

The SPV shall, ol its own cost, insure and <eeg insurad all the plant, machinery, fixtures and
equipment of the CFC far o minimum period of 10 years. in case of loss of or darmoge to such
plant, machinery, ficures and eguipment, efc., the insurance monies shall be payoble to the

Ges.
The 5PV shall observe nll the conditions and stipulations of the Sanction Letter,

The management of the SPY and *he operation of tha CFC shall be in accordance with the Gal
Guidelines dated ... » which shall be deemed to be o part of this Agreement.

The SPV shall keep all manies not irrmediately required in interest bearing deposits with any
Scheduled Bank in India.

In the event of ony liquidation or bankruptey proceedings or any threatened distress action against
the SPY or any of its gssets all plent, machinery, fixtures and equipment procured for the purpose
of the CFC out of or with the suppor of the Gol or Ga$ grant shall be outside such proceedings
ond the Gol may assume the corrrol ond menagement of the SPY and appeint any of its officer




Y

“l EI llE Guidalines Micro gad Saofl Enterprises-Cluster Development Prodrdiriie

or officer of the GoS or any semi-government or nan-governmant body to run the CFC,

18. The SPV represents ard warrarts:

19,

20.

A Thaot it has been duly constiti-ed uacer the law as applicable and has full authority to
anter into this Agreemant.

B.  Thactthis agreament is binding upor itir all its pravisions.

C.  Tne* it shall work on mutual co-operation basis on seund managerial and business
principles and na mancgerial charges shall be made which moy adversely offect the
smootn functioning of the CFC.

3. That s skall keep all the plant, mochinary, fixtures oad agquiament in good working order
ond shalt ungertcke all preventive end remedial meinterance and upkeep and maintain
irsuronce,

F. That *he plent, machinery, fidturas and equipment pracured out of or with support of
the Gol and Go3 grart, is the propary of Go3 and the 3P shall nat sell, hypothecate,
mortgage, chage or creats any encumbrances ogainst the said plant, machinery, fixtures
und equipment or any par ol 'fin favour of any person, far any reason or transoction.

F That the SPY shali follow fe directions of the Gol and Ge$, os may he issuéd from time
lo time [ar bellar monagemen! of -ne SPY or the befter running ot the CFC,

(5. That the SPY acknowledges that the M3F-CDP provides for anly one time grant towards
capitul cost vl eslablishing the CMC and na subsidy/gront/assistance is envisaged for the
recurring expenses or for replaocemanl, renovation or expansion of the capital assets.

H.  Inthe eventit is found that the 57V nas not utilized the amaount of grant, or any part of it,
for the setting up of the CFC or has subsequently sold or othenwise disposed off any of
the assets of the CFC acquired aut of the grant, the Gael, without prejudice to any other
rights, shall be entitled ta recover the amount of loss us arrsars ol land revenue from the
SPY and / or persons connected with its manogement juirty and severally.

In cose of any disputes or differerces arising from, in relation e or in connection with this
Agreement and not otherw'se provided for in the succeeding clause, shall be setiled 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 Arbiiation and
Conciliation Act, 199é shall apply 1o *ne arbitration praceedings. Courts in Delhi shall have
exclusive jurisdictior in all the matters.

In caose of violation of the stipulated congitiors or non cbservance of the Sanction Letter or the
Gol Guidelines by the SPV whick is rot cured within 15 days of issue of natice by the Gol, the Gol
in consultation with the GoS, reay, for such time as it may think prope~, assume the mancgemaent
of the SPV or delegate the same to *ne Go3, ar a semi-governmen* or non-government body,
to assura proper ‘unctioning of the CFC. The decision of Gol in this ragard will be final. In such
event the SPV shall have ne claims for ony investment made in tne CFC or its monagement,




21.

22

23.

24.
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The invalidity cr uaeniorcachility of cny pravision of this Agreement shall nor oifact the validity
or enforceability of the remaining provisicrs, which skall rermair in full forca.

Failure or delay on *he vat o Gol ir insisting upen sict cerformenz=e oy the 5PV or in taking
action agains- *he SPY. o- g-ant of time ar any other indulgence by the Gol, shall not be deemed
la be waiver of any breas no- waiver o0 ary occasicn of hreach shall be deemed 1o be o waiver
fsr other occasions or other crecches.

No amendment ta -1is agreemert shali be valid un'ess expressed in writing ard duly signed by
all the Parties.

This agreament does not constituia oy pertne-shin of the Gol or ke GoS with the SPV and the
Gol and the Gaob sha | not be responsible for any oo, omiss'on, negligence. ete. of the SPY erits
employees, agenls of contrgdtors ar any injury sufaraa or claim marda by any person in respect
of the working of the CFC.

1} Government of India, Represented by Shric.......
2 State/UT Government, Represented by ShriL .

3) Special Purpose Vehicle fepresented by Slri......

oy I 1 s T Calatarn
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Annex-4
Details of Project Cost for Infrastructure Development for New Sites
Sr _ Items Rs. in lokhs
No.
1. | Land Deveiopment and QOther Overhead Infrastruciure
(i) Cost of lard filiing/ieveling including boundary Wall /| 100
' fencing
{ii) Cost of laying roads 200
{iii) Road side greenery & socini forestry 10
(iv} | Water supoly including overhead tonks, and pump houses | 110
{v} Water harvesting ' - ' 10
{vi} Drainoge - 60
(vil | -Power {Sub-Station and distribution network including Sireet | 250
light etc), Genergtinn of non-conventional energy
fwiii) {thers (Sanitary Conveniences ek ) ' 0
Sub Total : : 750
2. | Administrotive and Other Services Complex . o :
o (| Adminisirative Office Building . = - ' 120
{iy. | Tefecommunication /Cyber Centre/ Documentation Centre| 20 .
iy - | Conference Hall/ Exhibition centre) - R 36
iy | Bank/ Post Office . R
_ v} | Row material srni'cug_a facility, Markating autlets - 4
. i) - First Aid Centra, Créche, Carteen faciliies 20 :
Sub Total - . . 150
3. Effluent Treatment Focilities R O .80
4, | - Contingencies & Pre-operative expenses : Lo : 20
| GRAND TOTAL | - - - 1,000
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Crewerninent of India
Otfice of the Developimen! Commissioner (Micro, Small & Medium Enterprises)
Ministey of Micro, Small & Medium Enterprises
‘AT Wing, Nirman Bhawan
Iew Delhi, the 107 Pebruary 2010

NOTIFICATION
Mo, H{ITVSICDE Clester TM2006  — The Central Government  has  approved
Modifications in tha Guidelines of Micro & Small Baterprises — Cluster Developiment
Programme (MSE-CDP}. The scheme will enntinue to be implemented at a total outlay of
Ks.3043.63 crore during 11" Five Year Plan. The scheme aims at cohancing the competitiveness
and produclivity ol Micro & Small Enterprises by underlaking sofi intervenlions {Technical

assistance, capacity building, exposure visits, market development, trust building, etc), Hard

Intervention [sefting up of Common Facility Centers (CFCs) for Testing, Design Cenire,
Production Centre, Efiluent lreatment Plant, Traiaing Centre, Ré&D Centre, Raw Material
Bank/Sales !epot, Product Display Cenire, Information Centre, ete] and Infrastructure
Development {Devetomment ol fand, provision of water supply, drainage, Power distribution,
non- conventional sources of Cnergy for commun caplive use, construction of roads, comupron
facilities such as First Aid Centre, Cantsen, ete).

2. The details of the scheme and maodified guidelines arc availabls on the official wehsite of the
office of DC(MSME)} e, www.demsme.gov.in.

. : t
_ (Hukumn Hi%ﬂﬂm{ﬁ

Joint Development Commissioner

The Managper,
Government of India Press
(Bharat Sarkar Press), FARIDABAD

Copy for information o, -

I. Chief Secretary (States/1Ts)

2. All Commissioner/Directors of [ndustries (Siaws/LUTs)

3. Membkbers of the Steering Comumittee of MSE-CTIP

4, Sccretary, Nepartment of Expenditure, North Biock, New Delhi

3. Planning Comurizsion {FAMI, V5E)

4. AS&TFA, IF Wing (Fin D), Mro MSME, Ldvog Bhawan

7. Chtef Controller of Accounts, DIPP, Lldyog Bhawan

8. Budget & Accounts Section, /e DC(MSME)

9. Al Directors, MSME-DIs / Director, MSME Testing Centres/ All Branch MSMII-Dis
'10. Internal Circulation in the O/o DC(MSME) as per standard list.

¢
{Hukum Singh MeEnfr"ﬂ*'t 3ay (3

Joint Trevelopment Commissioner



No. 1(17¥/SICDP/Cluster T M2006
Cifice of the Development Commissinner (MSAE)
Cluster Development Division

Nirman Bhawan
New Dielhi dated (0% February 2019

Office Memorandumg

Sub: Medification in the Guidelines of Mivro & Smali Enterprises - Cluster
Development Programme {MSE-CDP)

Tte Government has approved modifications in the Guidelines of Micro and Small
Enterprises — Cluster Development Programme. The modified puidelines are ip supersession
of the guidelines issucd vide TM/UND/2005 dated 14™ March 2006 for cluster development

and 2(1}/90-Plg. dated 7™ March 1994 for infrastructure development, including subsequent
clarifications/orders in these regards,

2 Objectives of the Scheme

(i} To support the sustainability and growth of MSEs by addressing common Issues

such a3 improvement of technology, skills and quality, market access, access 10
capital, ctc. :

{ii)  To build capacity of MSEs for commorn supportive action through formation of
sellhelp groups, consortia, upgradation of associations, ete,

(iiﬂ To create/upgrade infrastructural facilitios in the newfoxisting industrial areas/
clusters of MSEs.

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

3 Diagnostic Stady: Government of India (Gol} grant of maximum Rs 2.50 lakh will be
provided for preparation of Diagnostic Study Report (D3R} for one cluster. For the field
organizations of the Ministry of MSME, this financial support will be Rs 1.00 |akh.

4 Soft Interventions: Maximum limit for project cost would be Rs 25.00 lakh per cluster.
Gol grant will be 75% of the sanctioned amaount of the project cost. For NE & Hill States,
Clusters with more than 50% (n) micro/ village (b) women owned (¢) SC/ST units, the
Gol grant will be 90%. The cost of project will be moderated as per size/ tumover of the
cluster. The share of the cluster beneficiaries should be as high as possible but not fess

than 10 per cent of the total cost of Soft Interventions, The duration of soft interventions
will be maximum 18 months.

Detailed Project Report (DPRY: A Gol grant of maximum Rs 5.00 lakh will be
provided for preparation of a technical feasible and financially viable project report for
settiftg up of a common facility center for cluster of MSE unjig and/or infrastructure
development project for new industrial estate/ ares or for Upgradation of existing
infragtructure in existing industrial ‘sstate/ area‘cluster, 50% of the amount sanctioned
will be released afier the approval, Balance 50% will be rejeased only after acceptance of

report. DPR should be appraised by a bank (if hank financing is involved)findependent
Technical Consultancy Organization/ SIDB],
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6 Hard [nterventions [setting up o Cemmon Facility Centers (CFCs)): The Gol grant will
be restricted to 70%% of the cost of project of maximum Rs 15.00 crore. Gol grant witl be
90% for CFCs in NE & Hill States, Clusters with more than 50% {a) micro/ village (b)
women owned (¢) SC/ST units, There should be 2 minimum of 20 MSE cluster units
serving as members of the Special Furpose Vehicle (SPV) for the CFC. In special cases,
where considerdtions of investments, technelogy or small size of the cluster warram
lesser number of units, a minimum of 10 MSE units may be considered for the SPV.

7 Infrastrocture Development: The Gal 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 $0% (2} micro (h) women owned (c) SC/ST units.

§  Implementation Agencies: Following departmentsfagencies will be eligible for
implementation of the scheme.

Activity ... .__Implementing Agency
Diagnostic study _ » Offices of the Ministry of MSME
Soft Interventions » Otlices of State Governments
sSetting up of CFC « Nationa! and intemalional institutions engaged in

development of the MSE sector.
= Any other institution/agency approved by the

Ministry ot MSME ) :
Infrastructure Development | State/UT Governments through an appropriate state
projects povernment agency with a good wack record in
implementing such projects,

9 Project Approval: The proposals under the scheme will be considered fior appraval by
the Steering Committee of the MSE-CDP, Constitution of the Steering Commitiee will
be:

fi} Secretary (M5ME) « Chairman
(i) Additional Secretary & Development Commissioner (MSME)
tiiy Additionsl Secretary & Financial Adviser
tiv) Adviser {VSE), Planning Commission
tvy Joint Secretary, Mimistry of MSME
\vi; Representative of SIDBI
{vii) Additional Development Commissioner/ Foint Development Commissioner /
Director — Incharge of the scheme — Member Secretary
(viii,l Representative(s) of concemed Industry Association!{s}
{bg Special invitees (financial institutions, programme rmanagement service
provider, Representative of appraisal agency etc.)

9.1 Hard interventions (CFC) end infrastructure development projects will be approved in two
stages: In-principle approval and final approval.

9.1.1 In-principle approval: All the proposals should be sent to the office of DC (MSME)
through concemned 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 prajects, State government will submit
the proposal to the office of DC (MSME}. In-principle approval shall be valid for a
pericd of 6 months, and before that it is expected that the project would be ready for

final approval.



2.1.2 Final Approval: The prajects which have been sccorded in-principle apptoval, shal] be
accorded Enal approval on fulfillment of following conditions:

( i Common Facility Center (CFC)
' (% Formation of SPV angd Trust building. Role and functions of the SPV
should be defined.
(W  Land procured and registered in the name of Spv
{¢)  Submission of appraised Detailed Project Report (DPR).
(d}  Details of the share holding of the 5PV
{¢/ Praject Specific account in Schedule A bank

(if  Tnfrastructure Development Projects
~ (8}  Submission of appraiséd DPR with 2pproved tayout plan, _
(b} Confirmation of aveilability of suitable land of the requisite size endowed
with infrostructural Facilities Jike water, electricity, communication ete,
The land should be in possession in the name of the Implementing Agency
(1A} with Clear Title and complying with Zoning regulations and non-
agricuMural conversion etc
_[¢) Constitution of State Leyel Committee to coordinate and momitor the
- progress of implementation of the Projects

1t Monitoring sind Management Expenses @ 2 % of the total budget ontlay. for the
sancticned funds wili be utilized, mainly at the affice of DC (MSME}) for
(i) Preparation of pancls of PMS/ experts/ expert agencies for preparation
of DSRs, DPRs, agencies invalved in cluster development, stc
,:ii,‘l Development of customized spftware for data management, specialized
reports and moritoring & evaluation
Ui} MSE-CDP related communication and stationery expenses
(i) Travel/ expasure visits of the cluster cell officials in the Office of DC
T (MSME) for monitoring MSE-CDP activities
vl Organizing of meetings including steering committee opes
{¥i} Purchase of office automation equipment like phaiocopier, maintenance
stc .

(vii) Outsourcing of data management services

11 National Level Misceltaneoys Acfivitles: Activities (like OTganizing traming/ nationaj
workshops, publishing of cluster related material, preparation of study material,
deputation of officers from hea quarters, specials studies, etc.), setting up of and

12 Cluster development throogh International Agencies: Coniribution for joint cluster
developnfent programmes through Intemational agencics like UNIDO, GTZ, DEID et
may be considered by the Steering Commitiee in relaxation of the prescribed norms.
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I3 The existing approved proposals for cluster deveiopntent and infrastructure development
projects will continue to be supported as per original approval / sanction. All future
proposals should be sent in accordance with the medified guidelines.

14 Guidelines for the Scheme: The modified guidefines for the scheme are enclosed, and are
also available on the website of DCOMSME) www.dcmsme.gav.in.

'
{Hukum Singh Mﬂ'TTij (A dzar
Juiat Development Commissidner

011-23062694

Copy to —

The Cabinet Secretariat, Rashtrapati Bhawan

Al Ministries/ Deparmments of the Central Govenment

Chief Secretary (States/U'I's) .

AS&FA, IF Wing (Fin I), D/o IPP, Ministry of Commerce & Industry
Joint Secretary to Govt of India, Ministry of MSME, Udyog Bhawan
CEQ, KYIC

Chairman, NSIC

CMD, SIDEI

Joint Secretary to Govt of India, DIPP, Ministry of Comimerce & Industry
10. Al Directors, MSME-DIs / Director, MSME Testing Centras! All Branch MSME-Dls
11. Principle Directors (All Autenemous Bodies under DC-MSME}

12. Director General, nimsme, Hyderabad

13. Director, CDII, Ahmedabad

14, Executive Director, NIESBUD

15. IE, Guwahati

14. Chairman, Coir Board _

17.  Chairman/President, Nationat Level Industry Associations

18. Chairman/President, State Level Industry Associations

19. P8 to Minister (MSME)

20. PPS to Secretary (MSME}

21. PSto AS&DC (MSME)}
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