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Small Industry Cluster Development Programme (SICDP)

1. Clusters are defined as sectoral and geographical concentration of micro, small &

medium enterprises with interconnected production system leading to f irm/unit level
specialisation and developing local suppliers of material inputs and human resources.
Availability of a local market/intermediaries for the produce of the cluster is also a

general characteristic of a cluster.

2. Industrial cluster occupies the driverédés seat for propelling eco
micro & small Enterprises (MSE) sector. The Ministry of Small Scale Industries (SSI),

has laid special emphasis for development of cluster and launched a scheme known

as Technology Upgradation and Man agement Programme called UPTECH in 1998.
Although it was having a cluster based approach for development of MSE, but was

mainly technology -focused comprising of diagnostic study, setting -up of a
demonstration plant and organizing workshops, seminars, etc. for quicker diffusion of
technology across the cluster of small enterprises. Later, in August 2003, the scheme

was renamed as Small Industry Cluster Development Programme (SICDP) and made

broad based by adopting holistic pattern of development of the clust er encompassing
marketing, exports, skill development, setting up of common facility centre, etc.,

including technology uprgadation of the enterprises.

3. After widening the scope of the scheme, there was a sudden jump in the
performance of scheme during 2003 -04. Initially, the programme was implemented
mainly through the specialised institutions, such as Product & Process Development

Centres (PPDC), Tata Energy Research Institutes (TERI), Entrepreneurial
Development Institutions like NISIET & EDII, State level consultancy organisations
like APTICO, GITCO, etc. During 2003 -04, efforts were also made to involve SISls,

the field offices of Ministry, in a big way in implementation of the programme. For

this purpose Cluster Development Executives (CDEs) were de veloped at SISls level
by imparting them a specialised training in the methodology of cluster development
programme. For this purpose, two National Resource Centres (NRC) for SSI cluster
development have been established at NISIET, Hyderabad and EDII, Ahme dabad.
Eighty three clusters have been taken up for development till 2005 -06 (before
March, 2006 when the SICDP guidelines were comprehensively revised).

Revision of SICDP Guidelines in March, 2006:



4. Broadly, the Cluster Development Programme (CDP) impl emented till March, 2006

consisted of assistance mai nl vy i n isoftd areas whi
general awareness and trust building, counseling, training and capacity building,

exposure visits, credit facilitation, market developments etc. It wa s felt was felt that

the Ahardodo component, which is directed towards assi ¢
guality standardization and testing mainly in the fo
(CFCs) equipped with a variety of hardware and facilities which indi vidual cluster

units cannot afford but are necessary for technology upgradation, ensuring quality
standards, need to be suitably incorporated as one of the important component of
the CDP implemented by this office.

5. Keeping this in view and the need for providing stimulating environment for
innovative and competitive micro & small enterprises, the SICDP guidelines were
comprehensively revised in March, 2006 making the cluster programme more broad -

based by facilitating substantial economics of scale in te rms of deployment of

avail abl e recour ses i n t he medi um to |l ong term. T
assistance under the scheme was enhanced upto Rs. 8 crore to support soft as well

as hard intervention including setting up of common facility centers. The revis ed

guidelines were given wider publicity and all state governments have been
repeatedly requested to send suitable proposals for consideration under this scheme.
After issuing the revised Guidelines, three proposals for setting up CFCs have been
approved s o far during the current year. In addition, diagnostic studies of 105 new
clusters have also been taken up to identify the area of interventions required in
these clusters.

The New Approach:

6. This Ministry runs various schemes and programmes for promot ion and
development of micro & small enterprises. The assistance through these schemes

and programmes is provided for individual or collective development of MSE. The
strategy is now to subsume the essential features of the schemes having collective
approa ch for development of clusters such as Scheme for Integrated Infrastructural
Development and Scheme for setting up of Testing Centres/ programmes under
SICDP. Although the objective of SICDP is to proved assistance to MSE for common
purpose, it is also not less important to strengthen industrial units located in the
cluster individually. There are schemes of Ministry of SSI for credit, technology
upgradation, quality certification, such as, Credit Guarantee Scheme for investment,

Credit Linked Capital Subsi  dy Scheme for technology upgradation, ISO 9000/14001
reimbursement scheme for certification, etc. through which assistance is provided to

an individual micro & small enterprises. Under the new approach, the emphasis is to
dovetail all such schemes under SlI CDP for the overall development of MSE and
optimum utilisation of resources.

7. Several other Ministries/ Departments and agencies have also taken up their

versions of fAcluster devel opmento. I n order to har mo
as well as cont ent of cluster development programmes, an Empowered Group of

Ministers (EgoM) has been constituted very recently under the Chairmanship of the

External Affairs Minister. Ministry of SSI has been nominated for servicing the EgoM.

Contact details for sendin g the proposal



Shri B.K. Sinha, Joint Development Commissioner,

Cluster Development Division (CDD), Office of DC(SSI),

7th Floor, Nirman Bhavan, New Delhi -110011

PH: 23062119, Fax : 23062241
Shri N.K.Singh, Dy. Director (CD)

Office of DC(SSI)

Phone No. 011 -23062221, for Southern and Central region States
Shri Anil Kumar, Dy. Director (CD)

Office of DC(SSI)

Phone No. 011 -23062561 for Eastern and North Eastern region States
Shri Vinod Kumar, Dy. Director (CD)

Office of DC(SSI)

Phone No. 011 -23062396 for Northern and Western region States.

1. SICDP Guidelines of March, 2006

2. State -wise and Year -wise list of Clusters taken up under UPTECH/SICDP as
on 31.01.07

3. New cluster proposed for Development Under SICDP (Diagnostic S tudy)
(2006 -07).

4. Sample Diagnostic studies for two clusters

Documentary film on cluster development projects titled "Initiatives for
Development of SSI clusters an overview".



Ministry of Small Scale Industries
Government of India
Office of Developme nt Commissioner (Small Scale Industries)
Nirman Bhavan, New Delhi

NoTM/UND/2005

Nirman Bhawan
New Delhi 7 110011
Dated 14 March 2006

OFFICE MEMORANDUM

Subject: - Guidelines of the Small Industries Cluster Development
Programme (SICDP)

Introduction

1. T he Ministry of Small Scale Industries (SSI), Government of India (Gol)

has adopted the cluster approach as a key strategy for enhancing the
productivity and competitiveness as well as capacity building of small
enterprises (including small scale industries and small scale service and
business entities) and their collectives in the country. Among other things,

this approach also facilitates substantial economies of scale in terms of
deployment of available resources for effective implementation and more

sust ainable results in the medium to long term.

2. In view of the large number and dispersed locations of the small enterprise

clusters and varied status of collaborative self -help capabilities of these
cluster -based enterprises across the country, the success of this Programme
depends not only the initiatives of the cluster -based enterprises but also on

the active involvement of the State Governments and other institutions
engaged in the promotion of small enterprises. The following guidelines are,
therefore, issued, in supersession of the existing guidelines, to assist all the
stakeholders in formulating proposals for financial support from the Ministry
of Small Scale Industries for implementation of cluster development initiatives
under the Small Industries C luster Development Programme (SICDP).

3. Implementing Agencies

3.1 A clear legal entity with evidence of prior experience of positive

collaboration among its members, whether formally or otherwise, as

the applicant of the proposed cluster development init iative assures
sound management. lIdeally, therefore, all proposals for cluster

development seeking assistance under the SICDP must emanate from

special purpose vehicles (SPV), consisting of the actual/likely cluster
beneficiaries/enterprises organised in a ny legally recognised form
like a cooperative society, registered society, trust, company, etc.



3.2.1 Considering, however, the uneven state of development of such
collaborative initiatives among small (and tiny or micro) enterprises in the
country, it wou |d be permissible for a lead Government institution to be the
prime mover of a proposal for cluster development in the initial stages of its
conceptualisation, design, determination of technical parameters, project
preparation and documentation, etc., in c¢ onsultation with the cluster
beneficiaries. It will, however, be necessary to constitute the SPV at

the earliest possible, with clear indication of the time frame for

completion of this essential requirement while submitting the

proposal for Government ass istance.

3.2.2 In short, in addition to the SPVs of cluster beneficiaries,
institutions/agencies of the following categories will, therefore, be eligible to
propose and implement cluster development projects under the SICDP, with
financial support of the M inistry of SSI

. Field organisations/offices and autonomous/public sector
institutions/enterprises of the Ministry of SSI, Ministry of Agro and Rural
Industries (ARI) and other Ministries of the Government of India.

. State Governments and their autonomous/p ublic sector organisations.
. National and international institutions engaged in promotion and
development of the small enterprises, including SSl, sector.

. Any other institution/agency approved by the Ministry for this purpose,
keeping in view the special circumstances applicable to a State or Union
Territory.

Selection of Cluster(s)

4. Detailed study of the features of the clusters with due care and application
are essential prerequisites for selection of a cluster of the right type. The
criteria may vary  to some extent depending on the type of clusters and the
goals sought to be achieved through the cluster development initiatives.
However, broadly, the following illustrative aspects should be kept in view:

. Importance of the clusters (s) in terms of numbe r of units,
employment, production, exports, etc.

. Existence of critical gaps in technology, product quality, common
facilities, skill upgradation, availability of raw material, marketing support,
etc.National and international institutions engaged in prom otion and
development of the small enterprises, including SSI, sector.

. Viability of the cluster.

. Vibrancy of local industry association and/or interest evinced by other

institutions engaged in development financing and SSI promotion in
development of the  cluster.

. Social and environmental considerations like gender inequalities,
poverty conditions, need for employment generation, pollution scenario, etc.

5. Clusters of SSI units manufacturing products which fall under the
administrative purview of other Ministries of the Government of India may
also be considered for financial assistance under this Programme, with the
consent of the Ministry concerned.



6. In case the implementing agency is not the Government of the State in
which the cluster is located o r an organisation of that State Government, the
agency will also need to necessarily consult the State Government concerned
and take its views into account while selecting the cluster and drawing up the
strategy and/or action plan for its development.

lllu strative Steps in Cluster Development Programme
7. The main steps are:

Selection of cluster(s)

Selection of Cluster Development Executive(s)

Trust building

Diagnostic study

Preparation of action plan

Approval of budget and leveraging of funds from va rious institutions
Implementation of the action plan

Monitoring and evaluation

Handing over and exit

Self -management phase

Cluster Development Executive (CDE)

8. An officer/executive of the cluster -based SPV or the implementing agency
(other than the  SPV) has to be selected and trained to act as the Cluster
Development Executive (CDE). The CDE is required to conduct the Diagnostic
Study, prepare the Action Plan based on the former and get the Plan
implemented with full participation of the Cluster Acto rs, so as to build up the
collective capacity of the units in the Cluster to sustain and carry on the
promotional as well as commercial activities in the long run even after the
project comes to an end.

9. In case the selected cluster is far away from the office of the implementing
agency, office space may be provided to the CDE on rent with basic
equipment and furniture, etc., within or near the cluster. Funds will, however,

not be provided by Ministry of SSI for construction of office building, purchase

of vehicle, costly furniture and furnishing, etc. Provision for office expenditure

and travelling expenses at a reasonable scale, usually ranging between 10 to

15 per cent of the total project cost, may also be considered depending on
necessity.

10. The Nat ional Resources Centre (NRC) for SSI Cluster Development
created at the
National Institute of Small Industry Extension and Training (NISIET),
Hyderabad -500 045 and the International Centre for Cluster Competitiveness

and Growth (IC3G) at the Entrepreneurs hip Development Institute of India,

P.O. Bhat -382428, District - Gandhinagar, Gujarat have been established for
providing training and related services for cluster development. They conduct

courses spread over 3 to 4 weeks for training of CDEs on the tools and
methodology of conducting diagnostic studies and implementing cluster
development initiatives. Implementing agencies may approach the NRC or



IC3G for organising training of the CDEs after their project proposals are
approved by the Ministry of SSI

Cost of Project and Government of India Contribution.

11. The project cost may vary from cluster to cluster and will depend on

parameters like the duration of the project (usually 3 years), size of the

cluster, nature and scope of the proposed interventions, etc., as emerged

from the diagnostic study. However, contribution of the Ministry of SSI

will not exceed 80 per cent of the total project cost, subject to a

ceiling of Rs. 10 crore per project including R
activitieso i . e. ngaxtwites in theclusienwherd no fixed

asset is acquired or formed.

12. The formats of proposals for such soft interventions are detailed in
Part | of the enclosures to these guidelines  (Annex | to 1V). These need
to be adhered to strictly.

13.1.a. Wh erever required, assistance under this Programme may also be
considered for setting up Common Facility Centre (CFC) in the cluster. The
Detailed Project Report (DPR) for the CFC together with appraisal report
prepared by a bank (if bank financing is involv ed) or an independent
Technical Consultancy Organisation/reputed Consultant will have to be
submitted in such cases.

13.1.b. With the grant -in-aid sought from the Government, the
proposed CFC must be financially and operationally as viable as any

commercia | project. As a result, all CFC proposals should comply with the
financial norms of appraisal that a commercial bank would seek, e.g., internal

rate of return, break -even point analysis, debt -service coverage ratio,
sensitivity analysis, etc., using basic templates such as projected profit & loss
account and projected balance sheet for the proposed CFC. The proposed CFC

must also justify its need in terms of its likely impact at the level of an
individual representative enterprise of the group that it inten ds to benefit.

13.1.c. In keeping with the objective as stated at the beginning of paragraph
13.1.b above , CFC projects would be classified and the Central Government
(viability gap funding) assistance therefor would be based on the following
broad norms:

. Developmental CFC projects: Central Government support of 70 per
cent of the project cost and the remaining to be provided by the State
Government concerned and the project beneficiaries.

. Quasi - Developmental CFC projects: Central Government support of 50
per cent of the project cost and the remaining to be provided by the State
Government concerned and the project beneficiaries.

) Quasi - Commercial CFC projects: Central Government support of not
more than 30 per cent of the project cost and the remaining to be provided
by the State Government concerned and the project beneficiaries.

o However, in case of clusters of micro and / or village enterprises, i.e.,
enterprises with investment in plant and machinery (excluding land and
building) in each case not excee ding Rs. 25 lakh, the extent of Central



Government assistance may be raised to 80, 60 and 40 per cent of the
project cost in the three types of CFCs respectively.

In all the cases stated above , the entire cost of land and building shall be
met by SPV /S tate Government concerned.

13.2. Implementing agencies shall be responsible for setting up and
commissioning of the CFC on a turn -key basis. The CFC thus established
will have to be run by the Special Purpose Vehicle (SPV) on commercial
lines, with enough  current revenue surplus to meet all its current expenses as

well as cost of replacement/expansion of assets as and when necessary.
Ministry of SSI shall not accept any financial liability arising out of

operation of any CFC.

13.3. The formats for proposals in this regard are given in Part Il of
the enclosures (Annex V and VI). The guiding principles elaborated in
Part 1l need to be gone through carefully.

14. Contribution of the Ministry of SSI to the total cost of the project

will be decided keeping in vie w the availability and willingness of
other stakeholders and partners like State governments, industry
associations, firms in the cluster etc. For further details of funding

scales, reference is invited to Part | and Part Il of the enclosures to

these  Guid elines. Implementing  agencies  (including  State
Governments, cluster beneficiaries and/or their SPVs) are expected

to mobilise resources to fund the remaining cost, as detailed in Part

I/l of the enclosures.

Linkages with Business Development Services (BDS )

15. Development of capacities of BDS providers to meet the needs of small
enterprises and establishing linkages between them and small enterprise
clusters constitute a priority area of the cluster development strategy.
Therefore, the proposed cluster dev elopment activities should include
establishment of linkages between the cluster units and the BDS providers in

the public and private sectors capable of catering to the needs of small
enterprises.

Dovetailing with Other Schemes of the Ministry of SSI/ARI and
Schemes of Other Ministries of the Government of India

16. Implementing agencies will be encouraged to dovetail the cluster
development initiatives with other Schemes of the Ministry of SSI/ARI. Similar
schemes of other Ministries of the Government of India should also be
tapped.

17. Implementing agencies may, wherever necessary, seek assistance from
technical agencies like the Product and Process Development Centres and
Central Tool Rooms of the Ministry of SSI as well as the Central Glass and
Ceramic s Research Institute, Central Leather Research Institute, Technology
Information Forecasting and Assessment Council and other similar institutions



of other Ministries and Departments of the Government of India engaged in
technology upgradation of client en terprises, including SSis.

Formats and Approval of Project Proposals

18.1. The proposals for seeking financial assistance from the Ministry

of SSI should be made in the formats given in Part | and Part 1l of the

enclosures to these Guidelines. These format s, though quite detailed, are
still illustrative and necessary additions/amendments to the contents may be

done by the implementing agencies, depending on the nature of the cluster

and the proposed activities.

18.2. The proposals will be considered and app roved by the Steering
Committee of the Small Industry Cluster Development Programme

under the chairmanship of Secretary, Ministry of SSI for projects

costing Rs. 1 crore and above and of the Development Commissioner

(SSI) for projects costing less than Rs. 1 crore. However, projects
costing Rs. 5 crore and above will be scruitinised on file by the office

of DC(SSI) in consultation with FA, before putting up to the Steering

Committee for approval.

Disbursement of Funds

19.1 Funds will be released by the offi ce of the DC (SSI) directly to the
SPV/IA, under intimation to the State Government. The disbursement
schedule of the Gol grant would generally be in accordance with the

annual installments requested in the proposal of the project, with

justification for t he said schedule to be considered and approved by

the Steering Committee. However, in general, upfront contribution by

the SPV or the beneficiaries share would be a prerequisite before

release of the first installment of Gol assistance. Where bank finance

is involved, written commitment of the bank concerned to release
proportionate funds will also be necessary before release of Gol
assistance. This will also apply to the State Government contribution,

wherever applicable.

19.2 Further releases of the Gol grant will be contingent on furnishing
of prescribed utilisation certificate(s) and verification of release of
contribution by the bank and the State Government. DC (SSI) may

also require physical verification of the progress of works before
release of th e second and subsequent installments of Gol grants.

Monitoring and Evaluation

20.1. In case of projects implemented by the State Governments, their
autonomous bodies and SPVs with the State Government as one of the
stakeholders, monitoring of the projects to ensure satisfactory and time
bound implementation of the activities will be the responsibility of the State
Governments concerned. Each State Government will also be required to
constitute a Project Steering Committee consisting of representatives of al

the stakeholders for this purpose. State Governments will send Quarterly



Progress Reports (QPR) on physical and financial parameters progress as well
as utilisation certificates prescribed under the General Financial Rules

of the Central Government to th e Office of the Development
Commissioner (Small Scale Industries).

20.2 In case of cluster development projects not covered by the provisions in

the preceding paragraphs, the Ministry of SSI will directly monitor the
progress through monitoring committees constituted at the level of the
Ministry or through its State level offices.

20.3 The formats of QPR and Utilisation Certificate are enclosed in Part - | of
the enclosures.

21. This issues with the concurrence of the Integrated Finance Wing vide their
Dy. N 0. 5089 dated 07.03.2006

(SANJEEV KAUSHAL)
JOINT DEVELOPMENT COMMISSIONER (SSI)

Enclosure 1 Partl(pp.8 -22)
Part Il (pp. 23 -33)
Copyto i
1.) Chief Secretaries (All States/UTs)
2.) Secretaries of State Governments, in charge of Indust ries Departments
3.) Directors of Industries (All States/UTs)
4.) Directors SISls
5.) General Managers (All Tool Rooms)
6.) Principle Director/Directors (All Autonomous Bodies under DCSSI)
7.) Principal Director NISIET
8.) Executive Director NIESBUD
9.) I FWing (Fin I), D/o IPP, Ministry of Commerce & Industry, New Delhi.
10.) Joint Secretary to Govt of India, Ministry of ARI
11.) Joint Secretary to Govt of India, DIPP, Ministry of Commerce & Industry
12.) All members of the Steering Committee of SICDP
13.) Director EDII
14.) Chairman Coir Board
15.) CEO, KVIC
16.) Chairman, NSIC
17.) CMD, SIDBI
18.) Chairman/President, National Level Industry Associations
19.) Chairman/President, State Level Industry Associations
20.) Chairman/President, Cluster Level Ind ustry Associations
21.) PS to Minister (SSI&ARI)
22.) PPS to Secretary (SSI&ARI)
23.) PSto AS&DC (SSI)
24.) Addl. Development Commissioners
25.) Joint Development Commissioners
26.) Industrial Advisers O/o DCSSI
27.) All Divisions, O/o DCSSI
28.) Advise r (Village &Small Industries), Planning Commission



ENCLOSURE: PART |

Project (Other than Establishment of Common Facility Centres or Similar
Hard Infrastructure)

1. Summary Details of the proposed cluster chosen for intervention (Format at
Annex| ).

2. Selection Criteria used to select the above mentioned cluster in preference to
any other contending cluster(s) (Possible guidelines at Annex Il ).

3. Primary and Secondary Objectives of the Proposed Intervention:

Sustainable employment generation, pove rty alleviation, faster growth of value of
production of existing enterprises, productivity improvements, improved
environmental compliance; all/some of the foregoing and/or any other - specify
explicitly

4. Key Problem Areas and Suggested Corresponding Strategic Interventions:

(a). Key problems confronting the cluster in achieving the stated objectives and
corresponding  strategic areas of intervention, e.g., technological and
process/product quality up -gradation, improved credit flow and other types of
financial linkages, improved marketing including exports, institutional capacity

building including but not limited to creation of new active associations/ networks,

training of individual cluster units, better environmental compliance, etc., during
each y ear of the project that will help the cluster in achieving all the primary and
secondary objectives.

(b). Reasons for choice of each strategic intervention: how do you establish the
suggested priority/sequencing of each intervention?

5. Expected Major Ou tputs: At the level of (i) individual firms, (ii) cluster, (iii)
inter -cluster networks and (iv) policy on cluster development, in relation to the
situation described above ( i llustrative output at Annex ).

6. Institutional Competencies : What proven  competencies does your institution
have in the strategic areas of intervention described at sr. no. 4 above? Please

attach a summary sheet of the results achieved in any other cluster that you may

have dealt with in the past (as per Annex Il ). If there i s already a development
initiative underway in the cluster or likely to be taken up, state the scope for value
addition/complementation by your institution.

7. Management Structure for Proposed Cluster Project Implementation:

Draw the organisational struc ture for the proposed project, giving the name of each
person likely to be deployed with his/her role and duration in person days across the
project along with his/her CV.

8. Proposed Project Cost: Provide annual estimate of cost for the duration of
the p roject and the likely sources of funds including the minimum contribution
of the industry association at 10% (Format in Annex V)



9. Monitoring (regularly)  and Evaluation (quarterly, half -yearly or yearly) M
echanism :  State clearly the proposed mechani sm with emphasis on measures for
involving the local beneficiaries as well as external institutions (the latter to be
specified).

Note: Taking the proposed mechanism into account, reporting formats for
evaluation will be provided separately upon sanctio n of the project proposal

QUARTERLY PROGRESS REPORT OF SOFT PROMOTIONAL ACTIVITIES
UNDER SMALL INDUSTRY CLUSTER DEVELOPMENT PROGRAMME(SICDP)

PART -A
Name of the product & location of the cluster
Report for the quarter ending....... in the year.....
Name of implementing agency........

Status of implementation of activities

Activities Activities
scheduled to actually
. be peri_‘ormed Deliverabl es/Achieved(in
S.No Act|V|ty/Area of during the quantifiable results as Remarks
Intervention quarter -
Performed with dates far as possible
during the when
quarter performed
h |2 3 4 5 6
Diagnostic
study
1.
Market
2. Development

3. Technology

Upgradation
4.

Skill
5. Development
6. Capacity

building of

cluster actors

Others(Specify)




QUARTERLY PROGRESS REPORT OF ESTABLISHMENT OF COMMON FACILITY
CENTRE(CFC) UNDER SMALL INDUSTRY CLUSTER DEVELOPMENT
PROGRAMME(SICDP)

PART -B

Name of the products & location of the cluster.... Report for the quarter ending..in
the year. .....

Name of implementing agency

Type of CFC being established

STATUS OF
REPORT
Targeted
Expected milestone
date of set for Progress as at
S.No Activity completion |end of the end of the Remarks
as perthe the guarte r reported
project quarter upon
proposal under
review
1. 2. 3. 4 5 6
1 .
Construction of
building
Selection of
machinery and
2 its specification
and floating
tenders

Placement of

3 purchase order
Supply of

4 machinery &
equipment
Installation of

5 .
machinery

6 Commissioning

of machinery



QUARTERLY FINANCIAL REPORT OF CLUSTERS UNDER SMALL INDUSTRY

CLUSTER DEVELOPMENT PROGRAMME(SICDP) - SOFT PROMOTIONAL
ACTIVITIES AND ESTABLISHMENT OF COMMON FACILITY CEN TRES(CFCs)
PART -C

Name of the product & location of the cluster.... Report for the quarter ending...in
the year....

Name of implementing agency...
Type of CFC being established

Details of fund utilization

Activities .
Cumulative
actually
. funds
Funds availabl e ason |performed -
Name of the . . Funds |utilized as
S.No. L date during the during the o
activity . : : utilized |on date
financial year quarter with .
during the
dates when ear
performed y
Opening |Gol assistance
balance |sanctioned as on
ason date during the Total
31 st financial year
March reported upon
1 2 3 4 5 6
1 Soft promotional
activities
Establishment of
Common Facility
2 .
centers( if a part
of the project)
Total
Note: All the entries must relate only to the funds released by Ministry of SSI for the

project(Contribution of other partners in the project to be excluded.

FORMS
FORM GFR

19 -A



{See Government of India's Decision(1) below Rule 150}

Form of Utilisation Certificate

Certified that out of Rs....of grants -in-aid
sanctioned during the year ....in favour of....under
this Ministry/ Department Letter No. given in the
margin and Rs....on account of unspent balance of
the previous year, a sum of Rs....has been

SI.No |Letter No. & Date Amount |utilized for th e purpose of....for which it was
sanctioned and that the balance of
Rs.....remaining unutilized at the end of the year
has been surrendered to Government(vide
No....dated....) will be adjusted towards the
grants -in-aid payable during the next year...

Total

2. Certified that | have satisfied myself that the conditions on which the grants -in-aid
was sanctioned have been duly fulfilled/are being fulfilled and that | have exercised

the following checks to see that t he money was actually utilized for the purpose for

which it was sanctioned.

Kinds of checks exercised

1.
2.
3.
4.
5.

Signature........

Designation.......

Date..........

G.l, M.F., O.M.No.F.14(1)  -E.lI(A)/73, dated the 23 rd April,1975
Annex - |

Summary Details of the Proposed Cluster



1. Location : State, city/town/village:

2. Cluster Product: Traditional artisanal or traditional industrial or modern/high
tech product:

3. Likely Age of the Cluster and whether naturally evolved or recently induce d
with external policy support:

4. Nature of the Cluster : Vertical (one or two large firm centric)/horizontal where
several small enterprises are the key cluster firms/mixed:

5. M ajor Cluster Problems: As per your perception:

6. Key Strategic Interven tion for Proposed Cluster Development : Technology
/ product / market / export / quality, etc.:

7. Extent of Competition . With large domestic firms or other similar clusters in
India or abroad:

8. Proposed Project Duration

9. Gross Project F und Requ irements and Likely Sources of Funds
Institutional coordination and developmental expenditure separately:

10. Key Indicators to Reflect the Outcome of the Project: At the firm level and
cluster level (attributable to the proposed project):

Annex Il

Current Information Requirement for Cluster Selection

S. No. Parameters Answers

1 Does the cluster have a minimum critical mass?

A Number of firms, structure of firms
(large/medium/small/micro across the value cha in)

A Presence of support firms and service providers
A Estimated turnover of broad groups in cluster

A Level of employment (number of men and women) and
likely income levels

A Contribution of cluster to exports



A Importance of the product in ter ms of its linkages with
other products/ sectors

A Growth trends in the recent past (turnover, employment,
investments, exports, etc.)

A Special features of the cluster in terms of
seasonal/mainstay activities/ dependence, if any

Location of clu  ster and its geographical contours
Within a city/village/linkage with nearby cities/villages (if

executing agency has a specific rural/urban mandate) -
Attach a geographical map, if available

Replicability potential

A Size of the total industry at the national level, number of
similar clusters with a few names

A Linkage of the proposed cluster with other clusters or
sectors, if any

Social and environmental conditions

A Summary profile of typical owners/managers and
workers and their economic status

A Average yearly earnings (man/woman) of workers/unit
owners

A Drudgery in activity, if any
A Pollution related issues in the cluster

A Mandatory/legal issues related to product quality, if any
Viability

A Prospects of upgrading production
technology/investments/financial off -take/quality?

A Does the product have a future in current national/global
settings?

A Main markets of the cluster products (geographical,
consumer segments)

A Major threats/challenges
A Stage of product in the product life cycle, if known

A Where do the cluster product(s) fit into the global value



chain currently?
5 Promotability

A Have some firms undertaken product upgrading or
diversific ation, explored new markets, made technological
innovations, invested significantly in or updated equipment,
etc., in the recent past?

A Does the birth rate of new firms substantially exceed the
closure rate of existing ones?

A How sensitive are the fi  rms to major issues that are
bothering them?

A Local institutional capacities for collective developmental
action in the private and public sector

6 Complementarity

A Other development work either already under way or
likely to start in the near future

A Scope of the proposed project for value addition to other
developmental work, as stated above

Annex Ill
Illustrative Likely Outputs
Firm/Enterprise Level
Number of direct beneficiary firms: Among the ( say , three hundred - see Note
below ) firms in the cluster, around ( say , eighty) firms will be targeted directly by

the project, resulting in substantive improvement of their working, as per verification
indicators given below:

(a) Likely range of outputs: The assisted cluster acto rs will become more
competitive in terms of growth (if there is a general upswing) or will overcome the

negative trend more than the others (if there is an overall decline). The likely

indicators for verification, to be identified in the framework of annua | action plan of
the cluster, will be increased total sales ( say , at least 30 firms), exports ( say , at
least 10 firms), investments ( say , around 30 firms), profitability ( say , at least 40
firms), employment generation ( say , around 200 persons), | SO & other
certifications (  say , around 25), usage of paid Business Development Services ( say
, around 30 firms).

(b) Indirect beneficiary firms: More broadly, strengthening forward linkages and
local institutions, provision of linkages with public & pr ivate support institutions,
strengthening of local infrastructure through public -private partnerships should



benefit at least half of the cluster firms ( say , 150 firms) indirectly in, say ,3t05
years.

Cluster Level

1. Institutional capacity building . At least ( say ) one each among the local
industry associations, universities/ technical institutions, financial institutions and/ or

NGOs will undertake collaborative development initiatives for cluster development,
including fund -raising. At least (  say ) one of the local industry associations and/ or
NGOs and/or cooperative societies will have a strong professional secretariat of its

own with demonstrated capacity to raise local funding and implement cluster
activities by year 3.

2. Extent of public - private partnerships: More responsive dialogue between the
public and the private sector leading to renewed instances of at least ( say ) 3
substantive public - private partnerships.

3. Participatory action plans: In the assisted cluster, annual (cluster) ac tion plans
will be prepared and validated by the cluster stakeholders.

4. Strategically significant long -term initiatives: By the end of the project, (
say ) at least one of the above local organisations will undertake strategic
development initiatives (m anaging common facility services, setting up local common
infrastructure, etc.,) either directly or in collaboration with public institutions.

5. Local funding stake as an indicator of effectiveness and sustenance: Local
stakeholders will have contributed by the end of the project ( say ) at least 40 per
cent of the financial resources directly spent on local developmental activities.

Policy/Inter -Cluster Level

Cluster will have established linkages for raw material and machinery supply with
another clus ter specify).

Note: The numbers/minima cited above are hypothetical and would
obviously need to be altered as required for the cluster in question.

Annex IV
Proposed Budget for Project
1. Estimated Expenditure

(Rs. thousand)

Budget Year
Line ltem Year2 |Year 3

(BL)
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A. Developmental Expenditure

Diagnostic study, contained in the
cluster development proposal

Services of International Experts, if
any (....person -days/weeks/months

@ Rs..)
Organising training
programme s/seminars/workshops/

lectures/study tours to other
clusters/demonstration of
technology/equipment, including
expert fees, travel,
lodging/boarding, etc.
(...programmes @ Rs..)

Association/SHG/NGO/Network
capacity building (exposure visits,
benc hmarking, brochure
preparation, web  -site launching,
initial recruitment cost, training of
executives, hand -holding support
on declining basis, etc.  -specify
numbers and rates here)

Services of external consultants, if
any (....person -days @ Rs...)

Participation in foreign fairs (for
entrepreneurs in the directly
assisted clusters -specify number
and rates here)

Miscellaneous developmental costs
(translation, publications  -lump
sum, year -wise)

Technical equipment (in term s of
demonstration machinery, tools for
testing -lump sum, year -wise)

Sub -Total A

B. Coordination Expenditure of
Implementing Agency (1A)
In - house institutional Staff:

Cluster Development Executive
(..months)/

Technical Advis er (...months)/

Support staff (...months), each

Local travel in the cluster of the in
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12

13

14

house staff (...days @Rs......)
Telecommunications (lump sum,
year -wise)

Local purchases (computer,
telephone, fax -lump sum,y ear-
wise)

Rental of space in the cluster (lump
sum, year -wise)

Miscellaneous/ Institutional
Overhead Costs (lump sum, year -
wise)

Sub -Total B

Year -wise Total (A+B)

2. Proposed Means of Finance

Budget
Line (BL)

(Rs. thousand )

State
Govt. Cluster
Ministry &lor Stake -
of Othgr holders
Item SSIDC Public (SPV) &
(SS) Sector Ot_her
Support  |Private
Institu - |Partners
tions

A. Developmental Expenditure

Diagnostic study, contained in the
cluster devel opment proposal

Services of International Experts,
if any (person -
days/weeks/months)

Organising training
programmes/seminars/workshops/

lectures/study tours to other
clusters/demonstration of
technology/equipment, including
expert fees , travel,
lodging/boarding, etc.
(...programmes @ Rs..)

Association/SHG/NGO/Network
capacity building (exposure visits,
benchmarking, brochure
preparation, web  -site launching,
initial recruitment cost, training of
executives, hand -holding support



on declining basis, etc.  -specify
numbers and rates here)

Services of external consultants, if
any (....person -days @ Rs...)
Participation in foreign fairs (for
entrepreneurs in the directly
assisted clusters -specify number
and rates he re)

Miscellaneous developmental costs
(translation, publications  -lump
sum, year -wise)

Technical equipment (in terms of
demonstration machinery, tools

for testing -lump sum, year -wise)

Sub -Total A

B. Coordination Expend iture of
Implementing Agency (I1A)

In -house institutional Staff:

Cluster Development Executive
(..months)/

Technical Adviser (...months)/

Support staff (...months), each

Local travel in the cluster of the
in-house staff (... days @Rs......)

Telecommunications (lump sum,
year -wise)

Local purchases (computer,
telephone, fax -lump sum, year -
wise)

Rental of space in the cluster

(lump sum, year -wise)
Miscellaneous/ Institutional
Overhead Costs (lump sum, year -
wise)

Sub -Total B



ENCLOSURE: PART Il

Guiding Principles and Formats of Proposals for Funding of Common
Facilities Centres (CFCs) in Clusters under SICDP

Basic Principles

1. The proposed Common Facilities Ce ntre (CFC) must fit into the broader,

clearly -stated long -term vision of the cluster for which it is proposed to be

set up. S tand -alone CFC proposals without ensuring adequate consistency with the
broad, common vision and strategic action plan for develop ment of the
cluster/network may lead to ineffectiveness of the CFC. The measurement of its
effectiveness must, therefore, be explicitly stated in the context of the economic

value chain of the cluster that the proposed CFC is likely to serve.

2. Avoidance of Duplication of Facilities

Duplication of similar facility in the cluster should be avoided. It must be
ensured that the proposed facilities in the CFC are currently not available in the
cluster for access by the intended clientele of the cluster. It i s, therefore, necessary

to also provide a summary of the existing facilities and the limitations to their use by
the cluster members.
3. Broad Categories of CFC

3.1. Different types of CFC may require different types of public support. C
FCs may be categ orised into the following three broad types , depending upon
their predominant characteristics of being a public good or a private good :

(i) Developmental (DV): The CFCs that seek to disseminate and promote adoption
of advanced technology, undertake R&D, provide new forms of training, include a
common testing/standardisation facility, etc., are the ones for which private sector is

less likely to invest on its own, due to perceptions of higher financial risks and/or
longer gestation period for gains. Such CFCs do not demonstrate commercial viability
without substantive long term public support for the target cluster members (even
beyond 3 years of operationalisation of CFC).

(i) Quasi Developmental (QD): The common facilities that do not necessarily
demon strate commercial viability in the short to medium term (less than 3 years)

and distribution of gains to individual firms is not clearly established, e.g., common
effluent treatment plant, may fall between DV and CL types.

(i) Commercial (CL): The commo n facilities that are likely to lead to clear
commercial gains for the target cluster (private sector) enterprises within up to two

years of the CFC becoming operational, e.g., common production centre, common
marketing facility, common raw material depot that procures raw material and/or
sells common finished products will fall in this category.

lllustrative Types of CFC

3.2. Some illustrative types of CFCs in each of the three categories are given below.
The extent of benefits that a CFC is likely to pr ovide to the individual



participating client units will generally be an important determining factor

in measuring the "public good" content of the proposed CFC and, hence,

deciding the extent of Government financial support. However, the project

authoritie s need to recognise that in specific situations and/or for specific

reasons (to be spelt out), the CFC may have characteristics which may be a
combination of two or more of the clear types mentioned above. Hence, it is

necessary to clearly work out each co mponent of the CFC, with clearly
stated financial parameters, from among the following illustrative (not

exhaustive ) categories

a . Testing Facility - for quality upgradation, cluster -wide (DV).

b. Design Centre - for new designs not being currently u sed in the cluster and/or
for up -gradation of existing designs (DV).

c. Common Production/Processing Centre - for balancing/correcting/improving
production line that cannot be undertaken by individual units (CL).

d. Effluent Treatment Plant - for polluti on control (QD).

e. Marketing Display/Selling Centre - to organise buyer -seller meets, fairs,
regular display, providing alternate outlets for marketing (CL).

f. Information Centre/Sub - Contracting Exchange - to facilitate improved
supply -chain linkages w ithin and outside the cluster (QD).

g. Common Logistics Centre - to improve efficiency of logistics operations as a
means to cutting costs, faster supply of goods to the buyers, reducing breakages,
etc. This may be a physical facility such as inland conta iner depot or information hub

(QD).

h. Research & Development Centre - to either undertake indigenous R&D or just
customise the technology/process techniques to suit local requirements (DV).

i. Training Centre - to improve the skills and knowledge of dif ferent levels of
workers, supervisors or even management structures (DV).

j. Common Raw Material/Sales Depot - to improve the in  -efficiencies involved in
small lot buying/selling leading to higher costs and non -adherence to desired
material specifications  (CL).

4. CFCs as Combination of Types

The same type of a CFC for different client groups may require different

treatments. Depending upon the existing economic and technical status of the units

in the cluster, different norms of treatment may have to be applied to arrive at the
necessary support in the form of Government grant -in-aid. To illustrate, a common
production centre to be set up by economically well -off enterprises for themselves
may be considered as a commercial proposition, while a similar on e by a group of
micro enterprises may be considered as a developmental intervention. Secondly,
whether the client group of the CFC is closed (i.e., consists only of the prime
beneficiaries/promoters who discourage the use of the CFC by non - promoters) or






