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Disclaimer

This Leading Practice Report for Haryana MSMEs is a part of consulting services to
establish a Programme Management Unit (PMU) for designing the project, undertaking
the pre-project activities and providing implementation support during the course of
the project- PMU for Haryana MSME Ecosystem Transformation. It has been prepared
by Ernst & Young LLP (hereinafter referred to as 'EY' or ‘Us’) and delivered to the
‘Department of Industries & Commerce, Government of Haryana (hereinafter referred
to as ‘the Client").

The inferences and analysis made by EY in this report are based on information
collated through primary research, secondary research, discussions with client
personnel and key stakeholders and our knowledge about the program and its
objectives. EY has taken due care to validate the authenticity and correctness of the
information from various sources, however, no representations or warranty,
expressed or implied, is given by EY or any of its respective partners, officers,
employees or agents as to the accuracy or completeness of the information, data or

opinions provided to EY by third parties or secondary sources.

Nothing contained herein, to the contrary and in no event shall EY be liable for any
loss of profit or revenues and any direct, incidental or consequential damages incurred

by the Client or any other user of this report.

In case the report is to be made available or disclosed to any third party, this disclaimer
along with all the limiting factors must be issued to the concerned party. The fact that
EY assumes no liability whatsoever, if for the reason any party is led to incur any loss

for acting upon this report, must be brought to the notice of the concerned party.

© 2019 Ernst & Young LLP.
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Department of Industries and Commerce, Haryana
1st Floor, 30 Bays Building,
Sectorl7, Chandigarh-160017.

Dear Sir,

As a part of our engagement to provide Consulting services for establishment of a Program
Management Unit (PMU) for Haryana MSME Ecosystem Transformation, we hereby submit the
Leading Practices Report for Haryana MSMEs for your kind perusal. The deliverable has been
prepared in accordance with our engagement agreement dated 3.01.2017 and our procedures

were limited to those described in that agreement.

This Leading Practice Report is based on:

Literature Review
Primary Visits & Secondary Research
Discussion with Stakeholders

Our work has been limited in scope and time and we stress that more detailed study may reveal
other issues not capturedin this report. The procedures summarized in our Leading Practice Report
do not constitute an audit, a review or other form of assurance in accordance with any generally
accepted auditing, review or other assurance standards, and accordingly we do not express any

form of assurance.

This Leading Practices Report for Haryana MSMEs is intended solely for the information and use of
the Department of Industries and Commerce, Government of Haryana, and is not intended to be
and should not be used by anyone other than this specified party. We appreciate the cooperation
and assistance provided to us during the preparation of this report. If you have any questions,

please contact the undersigned.
Very truly yours,

i

l‘ »r

Amar Shankar, Partner - Advisory Services
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Executive Summary

The broad purpose of the Leading Practices Report for Haryana MSMEs is to understand leading

models and practices adopted across the World, as well as in India, with a view to augment the

competitiveness of MSMEs. The detailed contextual understanding of the leading practices

documented in the report will be considered from the standpoint of horizontal replication within the

MSME sector of Haryana (in the short, medium or long term depending on the practice to be

contextualized and adopted, as well as the goal to be achieved).

In order to structure the analysis in this report, leading practices have been identified and reviewed

by the Department of Industries & Commerce, Government of Haryana, with a view to answer

specific pertinent questions, critical to the future competitiveness of MSMEs:

1.

What is the current state of the Global manufacturing environment, what are key
contemporary initiatives and interventions of countries in this regard, and what are some of
the key principles that form the bedrock for facilitating MSME growth and dynamism?

How is innovation impacting the nature of MSMEs and the requirements thereof, and what
are some of the leading innovative measures (Public & Private-led) across selected
economies aimed at boosting the innovative capacities of MSMEs?

What are the roles played by the major ecosystem actors: Governments, industry
associations, donor agencies, financial institutions and entrepreneurs, globally and in India
and what are the key takeaways for Haryana from existing International and National
dynamics of the manufacturing ecosystem?

What are the specific provisions (incentives, subsidies, policy measures etc.) effected by
other manufacturing dominated States within India, with a view for facilitating the
participation of vulnerable sections of society (SC/ST, Women)?

With the advent of the Goods & Services Tax (GST) regime, besides manufacturing, what are
some of the avenues of engagement for service-sector MSMEs and how can the Haryana
State Government boost the State economy while aligning with Government of India’s
overall vision in this regard?

What are some of the leading examples and practices within the realm of ensuring

sustainable business practices of MSMEs?

Examples of leading practices and its relevance for Haryana's MSME transformation and the

recommendations are pointed out in this Leading Practices Report. Table 1 summarizes the main

thrust areas of the Leading Practices Report for Haryana MSMEs.
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PRIVATE-LED
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DEVELOPMENT

LEADING MSME
PRACTICES IN
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Table 1: Summary of Leading Practices

BENCHMARKED PRACTICES/

ASPECTS

Policy & Requlation

Tax Policy

Energy, Transport & Health
Workforce Quality
Infrastructure & Innovation

Technology

Knowledge

Financing
University-Industry
Connect /Linkages
Partnerships for Innovation
Alignment of commercial
viability & academic
discovery

Systematic Innovation
Management
Entrepreneurship

Market Intelligence &
Strategy Alignment

Skill Development, Training
& Capacity Building
Holistic MSME
Development

Industry Associations
State Government
Initiatives

Practices in increasing
access to finance, markets,
infrastructure, horizontal
and vertical networks

17

GLOBAL/ DOMESTIC LEADING

PRACTICES/ COUNTRIES ANALYSED

v

<\

United Kingdom, USA, Japan
Switzerland, Canada, Netherlands,
South Korea, Germany, China,
Mexico, Indonesia, Poland, Italy
Russia, Brazil

Fraunhofer- Geselleshaft (Germany)
Innoregio (Germany)
Inter-University Micro-electronics
Centre (Belgium)

Industry Technology Research
Institute (Taiwan)

Electronics & Telecommunications
Research Institute (Taiwan)
Innovation Superclusters (Canada)

North-East Competitiveness &
Employment (UK)

Small & Medium Enterprises
Association (Taiwan)

Upper Austrian Food Cluster
(Austria)

Bio-bio region (Chile)

Japanese Finance Corporation
(Japan)

Manufacturing Extension Partnership
(MEP USA)

PASS Competitiveness Cluster
(France)

Unilever Manufacturing Sustainability
Programme (Vietnam)

Hosiery Cluster (Ludhiana)

Madhya Pradesh Laghu Udyog Nigam
(MP-LUN)

Gujarat Venture Finance Limited
Gujarat Infrastructure Development
Board

Kerala Venture Capital Fund Pvt. Ltd.
T-Hub, Telangana
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Export promotion & market
assistance

Reverse buyer seller meets
Ecosystem of
entrepreneurs, investors,
incubators, mentors,
academia

Provisions/ Incentives &

\

Tirupur Manufacturers Association
Chennai Auto Cluster Twinning
COINDIA, CODISSIA, COSMAFAN
(Coimbatore)

AP Small Scale Sick Industries
Revival & Rehabilitation Scheme
(2006)

BENCHMARKING Subsidies for SC/ST & :; r;r:ir;j;:a
PROVISIONS FOR Women Entrepreneurs viz. oo
VULNERABLE Capital Subsidy, v Telangana
SECTIONS (SC/ST Investment/interest v Gu'arSt
& WOMEN subsidy, Entrepreneurship/ Kajrnataka
ENTREPRENEURS) Skill Development, Special

initiatives etc
BOOSTING Leveraging the 12 v Analysed with regard to

SERVICE SECTOR
MSMES

MSME
SUSTAINABILITY &
COMPETITIVENESS

Champion Services Sectors
Scheme by Gol

Industry Energy Efficiency
(IEE) Policies

Achieving Sustainability in
Manufacturing

\

achievements & road ahead

Moldova, Tunisia, Colombia, Vietnam
SWITCH-Asia Project

SME, Bureau of Energy Efficiency
(BEE) Project

Below is a synopsis of the various topics covered in the Report;

Chapter One lays the theoretical foundation /framework that has been adopted to examine the
various contours of the competitiveness of MSMEs, within the larger economic landscape, and the
methodology through which the contents of this Leading Practices Report will add value to ongoing

initiatives in the State of Haryana.

Chapter Two sets the context for the larger report and broadly captures the state of the
manufacturing environment across the world, the various aspects that positively influence the
overall manufacturing performance of countries, alongside outlining certain leading practices that
could be examined/ contextualized for the State of Haryana. Broad policies and practices adopted
by various countries to boost their industrial ecosystem are outlined with a view to provide the State
of Haryana with ideas/ avenues to boost their manufacturing environment at a macro-level. While

some of these avenues might require changes at the country level, they do reflect agenda items
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that could be taken up by the Government of Haryana in the course of National deliberations with
Gol. This chapter would provide a gateway into the discussion on specific practices with regard to

fostering the MSME ecosystem as witnessed across the globe.

Chapter Three takes a leap into the realm of innovation and discusses the need for innovation and
boosting the innovative capacities of MSMEs, to place them on a strong footing in the years to
come. Innovation trends and global leading practices in this regard are covered for countries such
as China, Indonesia, Thailand, Germany, South Korea, Taiwan etc. A brief peek into the concept of
‘Innovation Superclusters’ as witnessed in Canada is also provided in this chapter. The key driving
factors for augmenting innovation are outlined, and finally the key learnings for the MSME
ecosystem in Haryana are delineated, with a view to provide valuable takeaways for MSMEs in

Haryana

Chapter Four draws on the concept of innovation from the previous chapter, and goes a step further
and outlines how the Public and the Private sector are playing competing yet complementing
roles in accelerating innovation among MSMEs of Haryana. Global experiences from various
Public-led practices such as the Manufacturing Extension Partnerships (MEPs) of the United States
of America, Small and Medium Enterprises Administration (Taiwan), North-East Competitiveness
and Employment (United Kingdom), as well as private led initiatives in France and Vietnam are also
highlighted in this chapter. The learnings from all the practices and global ecosystems analysed are

distilled to delineate the learnings for the Haryana MSME Ecosystem.

Chapter Five focuses exclusively on practices followed within India to boost MSME
competitiveness. This chapter is an outcome of field visits conducted to various States to study
specific practices, as well as secondary research into systems and processes that have helped shape
the MSME ecosystem of that particular State. States that have been recognized for leading
practices in boosting access to market, infrastructure, finance sick unit revival etc., as well as
particularly novel practices by MSME Industries Associations of certain States, have been studied
and key practices and learnings that could be considered with regard to the Haryana MSME context,

have been outlined.

Chapter Six recognizes the importance of inclusive development and that a just and equitable
society would not be possible without the provision of adequate support for vulnerable groups.
Inthis regard, this chapter focuses on benchmarking various schemes/ incentives/ subsidies offered
by various States within India to MSMEs owned/ run by Schedules Castes, Scheduled Tribes and

Women Entrepreneurs. The findings will help provide a sound knowledge base for the State of
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Haryana to leverage in the future to ensure an equitable / inclusive participation of vulnerable

groups in the larger MSME ecosystem of Haryana.

Chapter Seven takes a refreshingly different path, and steps back from the exclusive focus on
manufacturing, to focus on how MSMEs in the Service Sector can boost their standing in the
Haryana economy. With the advent of the Goods & Services Regime (GST), a destination based tax,
it would behove the State of Haryana to focus on augmenting the offerings of the Service Sector,
as these services are likely to be consumed within the State itself, thus benefitting the tax base of
the State Economy. In this regard this Chapter expands on the novel initiative being finalized by the
Government of India titled the '12 Champion Service Sector Scheme'. Avenues of investment and
engagement, as well as action points with regard to each of these identified Champion Service

Sectors are broadly discussed, alongside achievements of the State of Haryana until now.

Chapter Eight recognizes the importance of addressing issues of sustainability from the
perspective of MSMEs. Competitiveness of MSMEs is directly related to the level of sustainability
achieved in the operations of MSMEs. This chapter outlines key learnings from select countries that
have taken steps to achieve energy efficiency through appropriate Industrial Energy Efficiency (IEE)
Policies. The Chapter then outlines two projects from within India that have yielded positive results
with regard to achieving sustainability in operations. Key learnings for the State of Haryana are

outlined as well.
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1.1 MSMEs in Haryana and Rationale for a Theoretical Framework

In India, the MSME Sector has made immense contributions to economic & social development of
the Country. It fosters entrepreneurship, innovation and supplies a wide variety of goods & services
to domestic and global markets. As per the National Sample Survey (NSS) 73rd Round conducted
in 2015-16 the MSME Sector has created about 11.10 Crore jobs (Manufacturing, Trade and
Services).1 Furthermore, it is an established fact that the MSME sector contributes about 45% to
the Manufacturing output in India, 40% to total exports, thus demonstrating its criticality as the

backbone of the Indian Economy, and an integral cog in the Global Industrial Market machinery.

Since its inception in 1966, in a span of over 5 decades, the state of Haryana has sustainably
transformed from an agrarian economy to a well-rounded economy with a thriving secondary sector
and tertiary sector. The economy of Haryana, in the last four years i.e. 2013-14 onwards has
gradually grown to surpass the all-India average growth rate across primary, secondary and tertiary
sector.

As in 2017-18 (Advanced Estimates), in terms of gross value added (at constant 2011-12 prices),
Haryana's primary sector grew stood at 2.4%, while the secondary and tertiary sector stood at 7.7%

and 9.4% respectively (Refer Figure 1).?

Growth in GSVA at Constant (2011-12) Prices

12

10.4 10.5
9.3 9.4
10 8.8
7.7
8
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6
3.8
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24
2
0
Primary Secondary Tertiary
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Figure 1: Haryana Economic Snapshot

With close to 18% share of manufacturing in the total GSDP of Haryana and growing consistently at

a CAGR of 7% in the last 5 years, Haryana has emerged as one of the leading states in India with the

1 Annual Report 2017-18, Ministry of Micro, Small & Medium Enterprises, Government of India
2 Haryana Economic Survey 2017-18
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all-India average manufacturing GSDP contribution (around 17-18%) and competing with
industrially advanced states like Gujarat (26-28%) and Maharashtra (18-21%).

Manufacturing has therefore been a bright spot in Haryana's economic growth story and
particularly its industrial transformation.

As in 2018, Haryana has close to 1,00,000 MSMEs (with a total investment-exceeding Rs. 25, 000
crore and generating employment for more than 10 lakh persons) with major MSME concentration

around automobile, food & beverages, textiles, engineering and metals.

The manufacturing MSME spectrum in the State comprises of a large number of traditional micro
and small enterprises (mainly in districts such as Karnal, Panchkula, Ambala, Panipat, Gurugram,
Faridabad, Rohtak, Kaithal etc.)

The MSMEs in the state have been benefitting immensely through the Haryana Enterprise
Promotion Policy (EPP) 2015 which has laid out transformational roadmap for industrial growth,
keeping MSMEs as focal points of strategic interventions (Refer Figure 2 for breakdown of sectors

and industrial hubs).

Turnover Unit Employment
Sector Contribution Contribution Contribution Industrial Hubs )
(Percentage) (GECENERD) (GECENERD) >1,00,000 MSMES, with
, . 5 Faridabad, total investment
aatorsabllc 21% 3% 13% Gurgaon, exceeding Rs.20,000 cr.
________________________________________________________________ Manesar  __ |! I i
L gelnera m?f 10 lakh
Food and employment Tor akn+
ood an 19% 9% 8% Kurukshetra, ploy
Beverages Ambala, persons
________________________________________________________________ Sonipat________
Panipat,
Textiles 19% 12% 24% Sonipat,
Gurgaon 7
""""""""""""""""""""""""""""""""""""" Faridabad, é“tomOb”ei fot?ld &&
Yamuna Nagar, everages, texties
Metal 11% 25% 13% . o
Sonipat, metal contributing to 70%

Ambala, Hisar

of industrial sector
mineral 5% 11% 13% s turnover.

Non-metallic

products Sonipat, Rewari

Faridabad,

; 5 o 0 Sonipat,
Chemicals 3% 4% 3% Bhiwani, Strong MSME footprint in

Jhajjar =
----------------------------------------------------- e Gurugram, Faridabad,

Electronics 3% 3% 4% Faridabad, Panipat, Sonepat, Karnal.
Sonipat,
Gurgaon

Figure 2: Snapshot of Haryana MSME Ecosystem
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The state has a number of strengths on which to build, including an improving business
environment, a thriving policy & regulatory environment and a huge derived demand from sectors
like construction. Backed by a strategic locational advantage with 57% area falling within the NCR
with 21 national highways (2482 kms of length), major rail routes covering the State and its
traditional natural resource strengths ( cotton, rice, fisheries); Haryana's industrial sector and
specifically its manufacturing and MSMEs is strongly positioned in creating a strong footprint on the
national manufacturing landscape.

Therefore, manufacturers in Haryana need to capitalise on this and aspire to seize a larger market

share (both, nationally and globally) by attaining global competitiveness.

This Leading Practices Report for Haryana MSMEs attempts to compare and contrast
approaches from various countries, alongside their respective interventions, policies and
initiatives. Following an analysis of the same, key learnings for Haryana MSMEs have been
outlined. In dovetailing the leading practices for MSME growth in the state, in this section, a
theoretical framework for MSME competitiveness has been outlined to create a base for

understanding the rationale of incorporating the selected leading practices in the next chapters.

In order to comprehend the examples, it is important to have a theoretical ground that explains the

theoretical mechanisms of enhancing competitiveness.

1.2 MSME Competitiveness Framework: Systemic Competitiveness
The rubric of competitiveness is systemic, based on interactions and inter-dependence amongst the
ecosystem forces, both internal and external, which create a pattern in which state and social actors

deliberately create the conditions for successful industrial development.

Systemic competitiveness refers to the term “system” as a pattern of actors, institutions,
organizations and policies which are inter-linked through complex feedback mechanisms and which,
taken together, create a coherent entity - an “eco system”. The concept distinguishes between four
levels: The 'micro-level’ of the firm and inter-firm networks, the ‘'meso-level’ of specific policies and
institutions, the 'macro-level’ of generic economic and geo-political conditions, and the 'meta-level’
of variables like socio-cultural structures, the basic order and orientation of the economy nationally,

as well as on the Global stage, and the capacity of social actors to formulate strategies®

The competitiveness framework is best understood as bottoms up, with enterprise’s performance

at the micro-level largely dependent on the availability of specialized factors and supporting

3 German development institute (Altenburg, Hildebrand and Meyer-Stamer): Building systemic competitiveness (1998)
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institutions at the meso-level and favourable environment for economic development at the meta-
level). A stable macroeconomic framework (at the macro-level) is a necessary derived condition,

but not sufficient for competitiveness. (Refer Figure 3 for the MSME Competitiveness Framework)

Theoretical Framework for MSME Competitiveness

ENABLERS -

Legal, Political, Social & Economic

Developmental-orientation of Society enablers for social communication,

learning processes & innovation

Macroeconomic Political & Judicial framework

Favourable financing terms

State of Economy / Business environment, EoDB Macro-Level

Competition policy, Undistorted prices

Policies/ Frameworks Policy/ Schematic framework

Industrial Infrastructure & other support Industry agglomeration, IAs goals

Capital, Technology, Labour etc.

Level of co-operation among IAs

Firm-level efficiency in operations Effective management of technical &

Micro-Level
Innovation/ Innovative capacity organizational learning processed

Source: German development institute Altenburg, Hildebrand and Meyer-Stamer

Figure 3 MSME Competitiveness Framework

Therefore, to understand the determinants of competitiveness, this report takes a wide and
systemic perspective by identifying the competitiveness drivers across these levels. This systemic
competitiveness framework which provides theoretical underpinning to the analysis of leading
practices is based on effective government and collective action, which in turn points towards
interventions for upgrading individual units (MSMEs), clusters, value chains and business

ecosystem.

The broad thematic approaches in this report for identifying the leading practices in MSME
development across the world, and across some States of India, have been derived from this

systemic competitiveness framework.

27



Chapter 2

The Global
Manufacturing
Environment




29

Leading Practices Report for Haryana MSMEs



Leading Practices Report for Haryana MSMEs

2.1 Setting the Context: Manufacturing Environment & Global Contours
In order to examine avenues to boost MSME growth in the State of Haryana, and in India as a whole,
it is pertinent to contextualize the endeavor against the backdrop of the overall manufacturing

ecosystem currently in motion, across various countries.

This Chapter attempts to locate/ slot various countries into a ranking, based on the performance of
their manufacturing environment. Through the ranking of countries and subsequent deconstruction
of each country’s performance we can infer the key drivers and aspects that lead to a successful
and dynamic manufacturing sector. This is of criticality to a country like India, whose MSME sector

forms the backbone of the industrial economy.

Global Manufacturing Scorecard (2018): 5 Dimensions

1. PO“CV & Pro-Business Environment, Risk

y Index, CorrU||J_tion Index, Open
Regulation rade

. Corporate Taxes, R& D Tax
2. Tax Policy Credlgcs, GO\If_ernment Grants/
oans

3. Energy, Electricity, Oil/ PNG,
Transport, Healthcare Costs
Health

o0 K-12/ Higher-Ed Spending,
4. Workforce Family Income, Labour
Quality Productivity/ Support
q Infrastructure as % of GDP,
5. Infrastructure, T T R
HH & Innovation as % of GDP, Hazard Exposure

Figure 4: Dimensions of Global Manufacturing Scorecard 2018

The last few decades have shown significant changes in the rankings of countries, based on their
manufacturing performance, due to various improvements or practices. While countries such as
India have climbed in the rankings of manufacturing output from 14" in 1990 to 6" in 2015,
countries such as Spain have dropped in the ranking from 9" in 2005 to 14" in 2015 (Table 3).
Similarly, Russia which ranked 2" in 1980 with regard to manufacturing output, has now dropped
torank 15 in the in the World. Since manufacturing environment is not the sole determining factor

of the dynamism of an economy, it is critical to understand these rankings in the context of the
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larger macro-economic framework, emerging technologies, dynamic business environment and

global practices / regulations.

As distant as few of these geo-political and international occurrences may seem, the ramifications
of the same on a globalized world, threatens, yet offered limitless opportunities. This is especially

critical within the manufacturing sector, a large portion of which is represented by MSMEs in India.

The Global Manufacturing Scorecard 2018 compiled by the Brookings Institution seeks to assess
the Manufacturing Environment in the Global scenario by examining 5 dimensions of manufacturing
environment (Refer Figure 4);* these dimensions display a remarkable commonality with emerging

challenges and opportunities within the manufacturing sector in India as well.

The Rankings on Manufacturing Environment were computed on a scale of 100, based on 20

indicators under 5 areas (Refer Figure 4).

Overall Policy & regulation’

Tax Policy

Energy Transportation & Health Costs
Workforce Quality

Infrastructure & Innovation

The indicators used included pro-business environment, risk index on corruption, open trade
policies, corporate taxes, use of R&D tax credit, expensing options, government grants, loans to
support manufacturing, electricity, oil/LNG, healthcare costs, Primary education Government
spending, higher education spending, family income, labour productivity, labour support,
infrastructure spending as percent of GDP, internet access, patent filings, R&D spending as

percentage of GDP and hazard exposure.

The breakup of the ranking categories and how the various components of the manufacturing sector
play a key role in injecting dynamism and opportunity within the sector are discussed. Lessons/
takeaways which the State of Haryana can adopt wherever possible/ applicable or advocate for with

the Government of India are briefly highlighted in the subsequent sections.

4 Brookings Institution
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Table 2: Country Rankings on Manufacturing Environment

S.No. Country Total Score (Out Of 100 Points)
1. United Kingdom 78
2. Switzerland 78
3. United States 77
4, Japan 74
5. Canada 74
6. Netherlands 74
7. South Korea 73
8. Germany 72
0. Spain 72
10. France 70
11. Poland 69
12. Italy 62
13. China 61
14, Turkey 58
15. India 57
16. Russia 56
17. Mexico 56
18. Indonesia 53
19. Brazil 51

Source: Brookings Institution

The above table (Table 2) reveals the current scenario with regard to the State of the Global Manufacturing Environment. As can be seen

India ranks number 15 among other countries, while the UK, Switzerland and USA lead the list due to reasons that will be discussed later.
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Table 3: Breakdown of Country Rankings on Manufacturing Environment

Country U.K. | Switzerland | U.S. | Japan | Canada | Netherlands Kc:Sr.ea Germany | Spain
Overall Policies
Pro-Business
Environment > > > > > > > > >
Risk Index 5 5 5 5 5 5 5 5 5
Corruption Extent 5 5 5 5 5 5 4 5 4
Open Trade 5 5 5 4 5 5 4 5 5
Tax Policy
Corporate Taxes 5 5 1 3 3 4 4 3 4
R&D Tax
Credits/Expensing 4 3 4 4 4 3 2 4
Govt Grants/Loans 4 4 2 4 4 4 2 4 4
Costs
Electricity 2 1 2 2 2 1 3 1 1
Oil/LNG 4 4 1 5 3
Health care 4 1 1 4 3 3 4 3 4
Workforce Quality
K-12 Spending 5 4 4 3 4 4 4 3 3
Higher Ed Spending 3 3 5 3 5 3 4 3 3
Family Income 3 5 4 3 4 4 4 4 3
Labor Productivity 4 5 4 3 4 4 3 4 4
Labor Support 4 4 5 4 4 3 3 2 3
Infrastructure and Innovation
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Infrastructure as

Percent of GDP 2 2 2 3 2 1 3 2 3
Internet Access 5 5 5 5 5 5 5 5 5
Patent Filings 2 2 4 4 2 2 3 3 1
R&D Percent of GDP 2 4 4 4 2 3 5 4 2
Hazard Exposure 5 5 5 3 5 5 2 5 5
Countries | France | Poland | Italy | China | Turkey | India | Russia | Mexico | Indonesia | Brazil
Overall Policies

Pro-Business

Environment 4 4 4 1 2 2 2 3 3 2
Risk Index 5 4 5 2 1 3 1 3 2 2
Corruption Extent 4 5 4 3 3 3 2 2 3 3
Open Trade 4 5 3 3 4 3 3 4 4 2
Tax Policy

Corporate Taxes 2 5 4 4 5 3 5 3 4 2
R&D Tax

Credits/Expensing 4 2 3 2 2 4 4 3 3 3
Govt Grans/Loans 4 4 2 2 4 4 2 4 2 2
Costs

Electricity 1 3 1 4 4 3 4 5 3
Oil/LNG 4 5 5 5 4 1 2 4 2
Health care 3 5 4 5 5 5 5 5 5
Workforce Quality

K-12 Spending 4 3 3 4 3 3 2 4 3 5
Higher Ed Spending 3 3 2 2 3 2 3 3 2 2
Family Income 4 2 3 1 1 3 2 1 1 1
Labour Productivity 4 1 4 2 3 1 3 2 1 2
Labour Support 2 3 2 3 2 2 2 3 2 2
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Infrastructure and Innovation

Infrastructure as

Percent of GDP 3 3 2 5 2 4 2 2 4 2
Internet Access 5 4 4 3 3 2 4 3 2 4
Patent Filings 2 1 2 5 1 2 2 1 1 1
R&D Percent of GDP 3 2 2 3 1 1 2 1 1 2
Hazard Exposure 5 5 4 2 4 3 4 3 1 4

Source: Brookings Institution
The above table (Table 3) very clearly reveals the breakdown of various aspects of the Global Manufacturing Environment and how

various countries fare based on this deconstructed classification.

Table 4: Percentage of Workforce in Manufacturing Sector

Region 2000 2007 2011
Developed Countries (U.S., Europe, Japan) 0.169 0.143 0.128
East Asia (China and South Korea) 20.9 21.2 21.5
Southeast Asia (Indonesia, Malaysia, Philippines, Thailand) 16.3 15.4 14

India 11.4 11.9 11.6
Latin America 13.2 12.4 11.5
North Africa 14 12.9 11.9
Sub-Saharan Africa 8.3 8.6 8.4

Source: United Nations Conference on Trade and Development, 2016
As can be seen from the above table (Table 4), the percentage of workforce engaged in the manufacturing sector in India, is lesser than

that of Southeast and East Asia, but comparable to Latin America. Developed countries on the other hand reveal a very low percentage
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of workforce engaged in the manufacturing sector vis-a-vis its Asian counterparts. However the below table (Table 5) on manufacturing

output shows that the developed countries have not faltered in their output.

Table 5: Changes in Country Rank based on Manufacturing Output

Year U.S. Russia | Japan | Germany | China U.K. France Italy | Canada | Spain
2010 2 11 3 4 1 10 8 6 14 12
2011 2 11 3 4 1 10 9 6 14 15
2012 2 10 3 4 1 11 8 7 14 15
2013 2 9 3 4 1 11 8 6 14 15
2014 2 11 3 4 1 9 8 7 14 15
2015 2 15 3 4 1 8 9 7 13 14
Year | Taiwan | India | Brazil | Mexico | Switzerland | Turkey | S. Korea Thailand | Indonesia
2010 16 9 7 13 18 17 5 19 15
2011 17 8 7 13 16 18 5 19 12
2012 16 6 9 12 18 17 5 19 13
2013 16 7 10 12 18 17 5 19 13
2014 16 6 10 12 17 18 5 19 13
2015 16 6 12 10 17 18 5 19 11

Source: Brookings Institution

As cab be seen above, India has consistently improved its ranking insofar as manufacturing output is concerned, while other European

countries as well as Russia have dropped in the rankings. China, on the other hand, has consistently maintained its position.
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2.2 Lessons from Top Performing Countries

2.2.1 United Kingdom:
Manufacturing in the United Kingdom continues to maintain a pride of place because of its
criticality to the export economy.
Despite contributing merely 10% to the GDP of the United Kingdom, the industry sector
comprises 44% of the total of UK Exports to the World.
A majority of UK manufacturers are of the opinion that the conditions of the global markets
are primed for improving export growth and many manufacturers have a concerted
strategy to improve the growth of their business in overseas markets.
The Government provides tax incentives to facilitate manufacturing and R & D initiatives
The automobile and the aerospace industries have benefitted immensely from the
supportive environment of the Government and open trade policies.
However, given the uncertain political and economic future of the country, it is challenging
to predict how the manufacturing sector will evolve and adapt in light of the ongoing Brexit

Negotiations.

Key Learnings for Haryana MSMEs-United Kingdom:

Global Integration: Haryana MSMEs can begin exploring ways to more strongly
integrate with global value chains and export markets. Concerted action would
especially be required in light of growing opportunities and threats to global
trade (protectionism, standardization regimes, trade-wars etc.).

Managing Transitions: Similar to the UK, Haryana also boasts of a strong
automobile sector. With the impending transition to electric vehicles, Haryana
Government can take steps to ensure that this transition is achieved smoothly
with least disruption to existing supply chains, while augmenting capacities for
the automobile industries and providing them with a strong platform to adopt

the transition. Higher R & D funding is also critical at this juncture, in addition

to alignment and support from Gol.

2.2.2 Switzerland:
Transparency, fair process, judicial effectiveness, and politico-economic stability has aided
Switzerland to achieve a consistently strong manufacturing economy.
Switzerland has placed significant emphasis on maintaining a strong export and import

economy due to the favorable business climate
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The strength of the currency (Switzerland Franc) also helps in maintaining investor
confidence.

Due to the presence of a highly skilled workforce, the value addition of the manufacturing
sector to the economy of the country is massive.

Pharmaceutical Companies such as Novartis, Hoffman- La Roche and Computer Giants are
all based in the country.

At a broad level, Switzerland has leveraged its political stability and high-quality workforce

to create one of the most formidable manufacturing economies in the World.

Key Learnings for Haryana MSMEs-Switzerland:

Skilling of Workforce: One of the key reasons for the success of Switzerland's
economy and robust manufacturing sector, is the presence of a highly skilled
workforce that was constantly aligned to the needs of the economy/ industry
Emerging Tech: Haryana Government indeed has already taken steps to provide
for skill and vocational training on various emerging skills and technology
applications. These initiatives can be boosted consistently in order to evolve a
strong workforce with cutting edge skills in areas such as robotics, 3D printing,
Internet of Things (loT) etc.

Collaborative Platforms: The Government of Haryana may also promote
leading industrial sectors to collaborate through association with existing

technical institutions for technology enhancement and developing industry

ready skilled work force.

2.2.3 United States:

38

A skilled and talented workforce, use of advanced technology and favourable business
policies have helped boost the manufacturing Sector of the United States of America.

The manufacturing sector in America accounts for 35% of productivity growth, 60% of
exports and 70% of private sector R & D. Furthermore, the manufacturing sector
contributed nearly 12.1 percent of the US GDP.

US manufacturing is being disrupted with the introduction of additive manufacturing, 3D-
Printing, advanced robotics, 10T and big data thus bringing about revolutionary changes to
the overall economy of the USA. As a result of these changes and advancements, the USA

has become a favoured destination for firms that leverage high-end technologies.
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Initiatives such as the National Network for Manufacturing Innovation (NNMI) that helps
create a robust network of Manufacturers, universities, schools, federal agencies, non-
profit organizations, has helped create the enabling conditions required to support this
technology development in the manufacturing sector, and boost innovative capacity of
firms.

Some of the leading examples of industries using advanced technology include Rolls Royce,
Zimmer Biomet, as well as Government Departments such as the Department of Energy,

Department of Defence of the USA.

Key Learnings for Haryana MSMEs-USA:
Engagement Platforms: A key learning for the Haryana MSME sector is the need
to create vibrant ‘Engagement Platforms’ that integrate the efforts of and
augments collaborations between Manufacturers, Universities, Non-Profit
Organizations etc. This would help account for the revolutionary changes
occurring in the manufacturing sector and keep the Economy of the State of
Haryana, relevant to the Indian and Global Economy. Establishing this synergy,
as seen in the USA, can be the foundation for achieving greater heights in the

years to come.

While the previous examples bear testament to the positive externalities of enabling policies by

certain leading countries, it is also necessary to understand the constraints faced by low performing

countries. It is critical to understand why certain policies and trajectories can actually prevent

economies from realizing their true potential, especially as far as the manufacturing sector and

specifically MSMEs in Haryana and India, are concerned.

2.3

Bottlenecks facing Low-Performing Countries

2.3.1 Brazil:
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High corruption has dampened investor confidence in the economy due to mounting
uncertainty, and this in turn has severely hampered long term investment and business
growth.

While the manufacturing sector accounts for about 60% of the exports of the country, 57%
of all bribery cases found in the country between 1999 and 2014 were found to be localized

in the manufacturing, transport, extractives and construction sectors.
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The negative externalities of corruption and lack of transparency in financial dealings have

severely affected the growth and performance of business, especially manufacturing.

2.3.2 Indonesia:

In 2007 the manufacturing sector in Indonesia contributed about 27% to the GDP, but this
has fallen to about 21%, the lowest in the last two decades.

The manufacturing economy in Indonesia is suffering from a serious labour productivity
challenge. The manufacturing sector has been discussed as having a "missing middle’,
implying the presence of a significant number of small and unproductive firms that are
causing a negative ripple effect on the manufacturing sector.

It has proven difficult for the country to become globally competitive without incentivizing
the adoption of new technology to boost productivity.

Due to the prevalence of low wages and easy availability of low skilled labour, firms have
become complacent and not keen on upgradation of their methods/ processes, and this has
resulted in a dampening effect on the entire manufacturing sector in Indonesia.

There is also an absence of adequate vocational training.

A lack of focus on the export economy has led to a below-par manufacturing sector in
Indonesia.

Infrastructure inadequacies have severely inhibited the growth of a skilled labour force and

spread of international corporations in Indonesia.

2.3.3 Mexico:
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Mexico is afflicted with poor labour productivity. While the labour productivity grew at the
rate of nearly 4% in the 1960's and 1970's, the same has fallen to about 0.8%, and has had
a negative impact on economic growth and prosperity.

Despite the adoption of newer technologies, a large number of firms continue to depend
on informal labour, and this has in turn had a dampening effect on productivity.

Poor education has also been outlined to be a critical issue hampering the productivity of
the manufacturing sector in Mexico. This is especially pertinent for the economy of
Haryana, and in fact, India, given the demographic dividend and the rise in working
populace.

Infrastructure inadequacies leading to poor connectivity and higher costs of transport of
goods, material and services, has had a negative effect on the productivity of smaller firms.
The lack of adequate application of rule of law is has led to an estimated 2-3% increase in

the cost of doing business in Mexico.
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Key Learnings for Haryana MSMEs-Manufacturing Environment

Based on the findings from the country studies, a number of recommendations have emerged,

which can be very useful for the State of Haryana to consider. Going forward, in its quest to

reinvigorate the industry sector, output, quality and bring about a complete transformation for

MSMEs in the State, some points need to be considered. A few of these points require intervention

of Gol, and the State of Haryana can take steps to raise some of these points with Gol at the

appropriate forum. Key among these areas of focus include the following;

Governance: It is important to continue pursuing governance strategies that focus on
predictability (political, economic) and open trade policies. The manufacturing sector will
reap the advantages of policies that enhance access to global markets, and facilitate
technological diffusion in an equitable manner. Rise in EODB rankings bear testament to
efforts already made in this regard, but significant scope for improvement remains, both
at the State as well as National level.

Incentivize Innovation: There is a need to incentivize innovation, education and
workforce development to a large extent. Further to this, providing grants/ loans to
domestic manufactures can aid the growth of small businesses and further their
technological innovation.

Leverage Technology: In the era of information, it is critical to leverage big data,
automation and artificial intelligence in order to facilitate the successful delivery of
products, wherever possible/ applicable/ feasible.

Strengthen Small Firms: It is essential to aid small firms in strengthening themselves
through technology research and workforce development. This can lead to the creation
of higher paid jobs and the supply of skilled labour, as well as reduction in costs of
production and marketing. The State of Haryana can take concrete steps to align
industry and academia through collaborative platforms.

Business Transparency: Government ought to continue implementing rules that ensure
business transparency and ensuring whistleblower protection in order to weaken
corruption/ rent-seeking behaviour.

Infrastructure Development: Providing necessary financial support to promote physical
and digital infrastructure development to boost business development is a key

responsibility of the State. In parallel with the development of roads, bridges, dams and

41



Leading Practices Report for Haryana MSMEs

ports, the installation of high speed broadband and mobile technology is critical to the

success of the industrial economy.

2.4

Other Economies with Noteworthy Industrial Policies/ Initiatives

Certain economies have implemented successful industrial policies with a view to boost the

industrial sector in their respective economies. Some of the steps, contexts, innovations of the

same are listed below for specific countries.>®

2.4.1 Japan:

Since the 1950's the Japanese Government leveraged strong industrial policies to develop
higher value-added industries viz. steel, automobiles, electronics and machinery.

In the place of subsidies, the Japanese Government provided long term financing through
the Development Bank of Japan (DBJ) and other public financial institutions. Corporate
Governance and financing structures made long term investments a success in the
Japanese economy.

A key Japanese innovation in the pre-1990's was the improvement of ‘information flows'
through the establishment of deliberation councils for policy-making for key industries.
These councils comprised government officials, industry representatives as well as
‘objective observers’, such as journalists and academics. These information flows helped
to create more robust industrial policies by enabling communication not just between
government and private sectors, but also encouraged dialogues between firms themselves,
as well as experts.

Following the stock market crash of the 1990's Japan was faced with the prospect of
stagnation of SMEs. In this period industrial policy was decentralized to the regional level,
with a focus on SME development, R & D investments, export credit insurance programmes
etc., all of which accounted for about 90% of the total expenditure.

Despite all the changes that the industrial policies of Japan underwent in the 1990's such
as dereqgulations, institutional transformations, mergers & acquisitions etc. the key
elements that have consistently been incorporated in the industrial policies of Japan have

been the promotion and boosting of Innovation/ innovative capacities of SMEs.

5> International Industrial Policy Initiatives, Government of United Kingdom & University of Cambridge
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In the times of stagnation and slow growth some of the key steps that were taken by Japan

with the intention of benefitting SMEs included;

1.
2.

Injection of Public Funds into the banking sector to enable low-interest borrowing
Comprehensive package of industrial and innovation policies to promote start-ups
and boost the innovation capacities of SMEs.

Subsidies and requlatory reforms (favorable taxation for R & D, removal of minimum
capital requirements) in tandem with enabling measures to boost science &
technological infrastructure.

Prioritizing industries and sectors which hold the key to meeting society’s future
needs.

Formulation of a Strategic Technology Roadmap to prioritize targets, identify and
deploy key technology requirements.

The establishment of ‘regional consortium clusters’ on the basis of co-operative as
well as competitive relationships.

‘Innovation Super High-ways' to strengthen the relationship between science,

technology and industry.

Key Learnings for Haryana MSMEs-Japan:

Cluster Prioritization: Prioritization of Clusters.

Collaboration: Increase in R & D spending and boosting innovation in SMEs
consistently through necessary policies and introduction of collaborative
platforms that bring together all stakeholders within the manufacturing
ecosystem (Government, Industry, Academia).

Science and Technology: Boosting Science & Technology spending, in

tandem with infrastructure development.

2.4.2 Germany:
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From the 1970's the German Government invested heavily in public-funded R & D

infrastructure by way of two publicly funded network of institutes, the Fraunhofer Society

and the Max Planck Society.

This was complemented with a network of sectoral and local associations, with focus on

technology transfer, provision of training, organization of focus groups for problem

identification and co-operative problem solving.
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Following the re-unification of Germany, there was a dual industrial policy in play for East
Germany and West Germany, While the focus for the former was on the rationalization of
State-owned enterprises, the focus for the latter was on ‘Mittlestand’ Companies (forms
with 100-500 employees) and ‘hidden champions’, companies that dominated global
niches.
Due to the vast number of players and processes, it is challenging to ascertain the exact
nature of the industrial policy in Germany. However, it happens to be a site for some of the
most ‘active’ industrial policies.
Since the 1990's a majority of the spending on industrial policy in Germany has been on
the following areas

1. Environmental Sustainability
Energy Efficiency
Renewable Energy

Enhancement of Innovation Capacity

AR S A

Creation of regional Public-Private Partnerships

Key Learnings for Haryana MSMEs-Germany
Focus on Energy Efficiency: Focus on Energy Efficiency and sustainability in
manufacturing and production
Cross-dialogues: Strengthen the role of industry associations and platforms
that encourage cross dialogue between stakeholders (Government, Industry,

Academia, Non-Profits etc.).

2.4.3 South Korea:
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Since the early 1990's the South Korean Government began scaling down its industrial
policies, best symbolized through the termination of 5-year plans, and the abolition of the
Economic Planning Board (EPB).

With South Korea gradually scaling down its industrial policy, the Government has
continued to deem certain industries as strategic in nature, and has provided targeted
support for the same.

Some of these strategic areas include Bio-tech, Nano-tech and green-tech industries and
the way they have been supported include R & D funding, credit guarantees and public

funding for training.
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A key point to note is that the R & D funding has been creeping up steadily in South Korea
because of which this country now has one of the highest proportions of Government-
financed R& D as a proportion of GDP in the World, at 1% above the OECD average of 0.74%.
Despite attempts at developing industrial clusters in economically weaker regions, these
efforts have not yielded much benefits due to the absence of strong institutional networks

(industry associations, collaborative platforms etc.).

Key Learnings for Haryana MSMEs-South Korea
Strategic-Funding: Haryana Government can take note of the steady increase in
‘strategic’ public-funded R & D spending and boosting of innovation capacity. The

proportion of Government funding of R&D is a key takeaway here as well.

2.4.4 Singapore:
Since the outset, the lack of local entrepreneurial talent and industrial technology implied

that the Singapore economy was dependent on external players to industrialize itself.
However, a deeper examination of the Singapore growth story reveals a concerted and
focused effort by the Government to proactively support the growth of the manufacturing
sector. Due to the paucity of resources and additional vulnerabilities on account of the
unigueness of the City-State, the Government of Singapore has set very clear contours to
nurture the growth of its manufacturing sector.
In 2010, a high-level committee tasked by the Prime Minister recommended that a ‘globally
competitive manufacturing sector’ be maintained at between 20-25% of the economy.
‘Strategic Clusters’ assessed to have long term potential are actively nurtured and
supported by the Government.
A key point to note is that Singapore has not let the market have a complete control over
the trajectory. Rather the Government actively attracts FDI inflows into targeted areas
regarded as critical for the future of the economy. The criteria considered for the grant of
subsidies for businesses thus include;

1. Employment

2. Growth potential

3. Technical Contents

4. Value Additions

A wide range of incentives is one of the key reasons why Singapore continues to attract
investments. Some of the key incentives include;

1. Pioneer Investments (Corporate tax exemptions on income from qualifying activities)
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2. Development & Expansion Incentives (reduced corporate tax on incremental income
from qualifying activities)
3. Research incentives (grants to develop capabilities in R & D in strategic areas of
technology)
The Government of Singapore includes significant ‘sectoral-targeting’ in light of the scarce
land resources of the country. Land-related industrial policy measures also specifically
target specific clusters within the manufacturing sector. Contiguous land is also made

available to certain key sectors such as aerospace and pharmaceuticals.

Key Learnings for Haryana MSMEs-Singapore
Funneling Investments: Encouraging MSMEs through ‘strategic’ deployment of
resources and policies. ‘Funneling’ investments towards priority/ contextual
sectors with regard to MSMEs and specific clusters might be of relevance to
Haryana MSMEs, given the large presence of automobile and textile sector and
the emerging opportunities/ threats such as the impending arrival of e-vehicles.
Incentivize R & D: Government of Haryana needs to enhance the deployment of
technology and incentivizing R & D in strategic areas of technology. Academia

and private bodies have to be roped in to effect this concerted approach.

2.4.5 Finland:
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Finland has radically transformed itself from one of the poorest economies in the World, to
one of the richest, over a short span of time.
Over the last few decades, Finland has taken steps to promote innovation in a general
sense, rather than from a sectoral point of view.
The Government of Finland continues to play a key role directly through R& D and by
providing a strong science and technology grounding, for industries.
It is interesting to note that even during times of recession, the Government of Finland
continued to be committed to R & D investments, despite cutting down on public
expenditure
Some of the key steps taken by the Government of Finland include;

1. Improving access to innovation funding: Through various Government initiatives

(SITRA, Tekes)
2. Facilitating technology transfer and commercialization of research: Through

networks of science parks and centres of expertise
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3. Fostering Public-Private Cooperation in developing, diffusing and using new
technologies and knowledge.

4. Pioneering the concept of ‘National Innovation System’. Today the Strategic Centres
for Science, Technology and Innovation (SHOKs) continue to play a key role in
creating platforms for Government, private sector and academia/ research to

collaborate.

Key Learnings for Haryana MSMEs-Finland:

Smart Funding Mechanisms: Incentivizing innovation through appropriate
funding mechanisms as pointed out earlier is critical at this juncture.
Collaborative Platforms: Creation and sustenance of platforms of all
stakeholders (Government, private sector, academia, research) in order to
facilitate cross-dialogues and learnings would go a long way in increasing the
competitiveness, innovative capacities and overall robustness of MSMEs in
the State.

2.5 Best Practices for MSMEs, Job Creation, & Economic Growth

MSMEs account for a majority of jobs in most OECD Countries, especially in countries like Italy, USA,
and Japan. It is important to note that MSMEs account for a majority of new jobs created, especially
in countries with a good track record of employment created.

However, there are some obstacles that MSMEs face during their operations, ranging from access
to financing, to regulatory burdens, and the need for new technological adoption in manufacturing
etc.

Keeping in mind the challenges faced by MSMEs across the world, there are some basic key
takeaways that one needs to consider while discussing MSMEs. While many of these principles may
seem very theoretically basic at the outset, it is important to lay the foundation with the same. The

broad contours of best practices for SMEs can be grouped as follows (Refer to Figure 5).
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Figure 5: Best Practices Aspects for MSMEs

2.5.1 Financing of SMEs

a) Best Practices in Loan Guarantee Schemes: In order to tackle the issue of funding SMEs
and ensuring ease of borrowing for small firms, some countries (Canada, France, UK) have
introduced loan guarantee schemes. A percentage of the loan is guaranteed by the state so
that, in the event of default, the loss to the financial institution is only a proportion of the
sum at risk. In return, the charge paid by the borrower on such loans is higher than under
normal arrangements since an additional premium is paid to the state to cover expected
losses. India also has similar programmes viz. Credit Guarantee Fund Trust for Micro and
Small Enterprises (CGTMSE). The interesting loan guarantee conditions of these three
countries compared below (Table 6).

Table 6: Comparison of Loan Guarantee Conditions of Countries

Loan Guarantee Conditions France Canada United Kingdom
% of Loan Guaranteed 65 90 70-85
Interest Rate Premium 0.6 1.75 1.5

Some of the general lessons for a loan guarantee scheme to succeed, which would be pertinent for
Haryana and India, revolve around the following areas;
1. Minimization of dead-weight: State to ensure that the funds provided are not used
by the banks as a substitute for their own loans.
2. Job Creation: State will wish to ensure that there are added benefits ensured such
as the creation of jobs.
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b)

c)

d

e)

f)
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3. Developing Banking Expertise: Due to the frequency and range of lending, banks can
develop the expertise needed to distinguish good projects from bad projects, and this
in turn can increase lending to smaller firms.

4. Speed of Decisions: It must be ensured that the turnaround times to take decisions

about loans must be minimized.

Financing the seed and start-up stages of investment: While countries such as Canada and
the USA have made it relatively easier to obtain early stage financing, raising early stage
financing has been found to be a challenge outside of North America. Moreover, while
financial support for later stage investments has been made available by commercial banks,
there is a gap in early stage financing that needs to be addressed in order to benefit the
smaller firms. Similar programmes in India, viz. Stand up Programme have not realized their
full potential.

Involvement of Institutional Investors in venture financing: It is a fact that institutional
investors prefer larger and later-stage investments, over smaller, early-stage investments.
With a view to impact the private equity market, limited partnership models, in tandem with
favourable requlatory regimes and changes in the tax code have spurred the growth of the
private equity market. It appears that raising private equity through limited partnerships is
growing in popularity outside of the USA.

Informal Venture Capital: Venture Capital provided by private individuals or ‘business
angels' are of critical importance, as they provide significantly more amount of capital to
private business when compared to the formal sector.

Exit Mechanisms: Well-designed exit mechanisms are key to evolving a healthy venture
capital industry. Trade sales, IPOs, repurchases are some of the popular mechanisms. In
Canada and the USA, sales to portfolio investors are used commonly, whereas in Europe,
Sales and buy-ins/ buy-outs are commonly used.

Role of taxation: There is a need to reduce distortion in taxation to ensure that the burden
doesn't fall unduly on smaller businesses. It is critical to consider the extent to which the tax
system can effectively remove obstacles faced by SMEs in a cost-effective manner. Based
on international experiences, a few areas where the tax system has a potential beneficial

role to play for SMEs include;

1. Limiting the cost disadvantages faced by small businesses in complying with tax

legislation
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2. Encouraging the creation of new small business.

2.5.2 Business Environment

There are five ways through which a balance can be struck between the need for regulation of SMEs

and the interests of the SMEs in complying with the regulations.

a)

b)

c)

d

Scrutiny of Regqulation: There ought to be a systematic scrutiny of new regulations. New
procedures stipulated through new legislations ought to be justified, and the economic costs
for firms (differential costs as per size of the firms) estimated and quantified. Existing
regulations ought to be studied and reviewed thoroughly on a consistent basis with a view
to eliminate ‘unnecessary regulation’. Canada does the same by identifying regulations
wherein the costs outweigh the benefits. Similarly, the Enterprise and Deregulation Unit in
the USA has been successful in eliminating ‘unnecessary’ regulations.

Business Impact Mapping: In order to ensure the audit and monitoring of the new
legislations, a Business Impact System (BIS) ought to be implemented.

Sunset Clauses: Rather than allowing regulations to continue beyond their mandated period
on a default basis, it is necessary to introduce legislation/ regulations with a sunset clause.
This would mean that rather than letting a policy decision to continue beyond a stipulated
time, a case would have to be made to allow the regulation to continue beyond its mandated
period. Countries such as the Netherlands have followed this practice in the past.
Technology Adoption: With a wider adoption of Information Technologies (IT) and Electronic
Data Interchange (EDI) there is a chance of reducing the bureaucratic burdens on SMEs.
However, it must also be kept in mind that smaller firms would most likely face immense
difficulties in adopting modern technologies, methods and processes. Keeping in mind the
fact that these smaller firms are most likely to be disadvantaged, the same needs to be

factored into the policy design process.

2.5.3 Technology

Keeping in mind the differing needs of firms at various levels, the Government can take steps to

remove obstacles to the firm-level learning of best practice technology, and innovation

management. The OECD through its own technology adoption practices and experiences have

helped glean a wider picture of the best practices in the domain of technology diffusion and

adoption. Some of the best practices are outlined below;

a)
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Ensuring Quality Control: Quality of service providers, level of training of consultants,

effectiveness of local delivery systems is integral to good quality technology diffusion
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b)

o)

d)

e)
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systems. The Manufacturing Extension partnership (MEP) in the USA is a good example in
this regard. While the former resorts to a merit based competition among the MEP Centres,
the latter ensures the effective training of consultants to work with firms, to develop
strategic upgrade plans.

Focus on Customers: Technology Diffusion Programmes ought to focus on customers and
aim at meeting the changing needs of companies. The Fraunhofer Society in Germany which
promotes technology development and diffusion through 46 centres is a good example of
this practice (detailed in subsequent chapter).

Upgrading the innovative capacity of firms: Technology diffusion programmes ought to
promote awareness on the value of innovation and stimulate demand for organization
change within firms. Some of the programmes that best exemplify the boosting of innovative
capacities include the Business Development Using Technology (BUNT) programme in
Norway, the Integrated Production Innovation (IPlI) Programme in Austria, National
Technology Audit Programme (NTAP) in Ireland, and the Production 2000 Programme in
Germany.

Integration with National Innovation Systems: Technology Diffusion Systems ought to build
on ensuring synergies and greater coherence between programme design and service
delivery. Existing inter-relationships within national innovation systems ought to be
leveraged. Germany for instance adopts a 'network based strategy’ that emphasizes the
development of bridging institutions and partnerships to promote information flows, co-
ordination and networking within regional technology infrastructure. Innovation centres in
the Netherlands and MEPs in the USA are also other good examples of this approach.
Building in evaluation and assessment: One of the bottlenecks/ challenges faced by OECD
countries as far as technology diffusion and adoption is concerned revolves around creating
adequate mechanisms for assessment, with a view to improve operations and management.
The European Commissions ‘European Innovation Monitoring System (EIMS) attempts to
compare the efficiency and efficacy of similar programmes across various countries (Refer

Figure 6).
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Figure 6: Overview of Programmes to Boost Innovative Capacity

2.5.4 Management Capabilities
a) Consultancy and Training Services: Many countries in the G7 have attempted to enhance

the ‘quality’ of the owner/ manager of SMEs by encouraging training and/ or providing
access to subsidized advisory and consultancy services. Japan for instance has created a
network of MSE colleges since 1962. Currently there are 8 such colleges across Japan which
educate SME employees, consultants and managers. Formal training is provided through
courses (up to 12 months) and are certified by the Ministry of International Trade and
Industry (MITI). In the past the UK also had a subsidized training programme for SME
Consultants. Law 44 introduced in Italy in 1986 attempts to develop managerial expertise
among young entrepreneurs by the provision of technical training as well as financial
incentives. Some of the key points that ought to be kept in mind while deliberating subsidy
schemes to improve the skill base of SMEs include;

1. Specification of Objectives

2. Situation after removal of subsidy

3. ‘'Asking the SMEs themselves'
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Information Network for SMEs: Due to the onset of globalization, many OECD countries
have recognized the need to provide information on other parts of the world, to SMEs within
their respective countries. Information is critical to the competitive advantage of SMEs and
this demand for information is likely to increase exponentially in the coming years, given the
ongoing geo-political shifts, market protectionism and constantly changing standardization
measures. Tackling information asymmetry and increasing access to information is an

essential path in the trajectory to develop SMEs.

2.5.5 Access to Markets

a)

b)

International Markets: Almost all the G7 countries have initiated measures to help SMEs tap
into international markets. Japan has taken steps to support the initiatives taken by SMEs
by establishing Local Industry Promotion Centres (LIPCs) in which groups of SMEs in similar
industries can collaborate for common good. Overseas promotion is coordinated by the
Government and greater emphasis is currently being placed on encouraging SMEs to be
more aware of international opportunities in Japan.

Public Procurement: Governments throughout the world are viewed as ‘difficult’ customers
by SMEs. From the point of view of a small business, a Government is often viewed as slow
and bureaucratic. From the point of view of the Government, the smaller firms have poorer
administrative and other procedures that is vastly different from that of larger firms.
Therefore, while the cost of purchase for a Government may be lower when buying from a
small firm, the administrative cost of entering into a contract with a larger firm is more
beneficial vis-a-vis entering into multiple small contracts with smaller firms. However,
countries such as USA, Australia have taken steps to ensure that the ‘share’ of purchases
from small firms in pursuance of Government Contracts is increased. This USA Policy of ‘Set
Asides’ even at times for special groups such as the socially disadvantaged, has helped fulfil
certain social obligations. India can still achieve greater ground in this regard. However, it
remains to be seen whether these initiatives actually result in competitive advantages for
the Economy as a whole, which ought to strike a balance with achieving social equality and

equity.

Key Learnings for Haryana MSMEs -SMEs, Growth and Job Creation

Smart Financing Design: Loan Guarantee Schemes and any financial subsidies for that
matter, implemented with a view to boost the MSME ecosystem, ought to be designed in

a smart manner to ensure easy liquidity and timely disbursal of loans. Moreover, it is
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critical that the banking system, in parallel, develop the requisite expertise in the arena
of loan granting and conducting due diligence. This assumes significance especially in
light of the rising challenge of Non-Performing Assets/ Loans (NPA/ NPL). Furthermore,
aspects such as the potential for job creation, boosting entrepreneurship etc. ought to
be factored in comprehensively in the design of similar financial assistance schemes.
Venture Capital Ecosystem: It is important that the venture capital ecosystem be
further nurtured and developed through appropriate regulatory regimes and other
supportive measures, as venture capital provides significantly more capital when
compared to the formal sector. The role of ‘business angels’ in nurturing and developing
the private equity market is extremely critical and integral to the further development of
the MSME Ecosystem.

Integration of Platforms: Given the rise in exchange of electronic data and data
interchanges, there is a need to ensure that firms augmenting technological application
ensure a seamless integration with larger National Systems, in tandem with ensuring
adequate quality control of such technology diffusion. Bridging institutions and
partnerships to promote information flows, co-ordination and networking within regional
technology infrastructure is critical to efficiency of functioning of firms in the near
future.

Augment and Support Public Procurement: Two key ways of augmenting market access
viz. public procurement from smaller firms and widening exposure to international
markets ought to be leveraged to the fullest extent possible. The administrative ‘cost’ of
buying from smaller firms, viz. requlations, procedures, etc. ought to be reviewed and
‘unnecessary’ regulations be removed in order to further ensure an ease of doing
business with the Government for smaller firms.

Ensuring Market Intelligence: The World around us is changing rapidly. Trade wars,
geopolitical shifts, and tariff/ non-tariff barriers are sure to affect, and in fact severely
disrupt the global supply chains. Some experts point to countries with lower costs of
production as benefitting from the current geo-political occurrences (refer last chapter
on achieving industrial sustainability/ efficiency). While many countries are maintaining
a close watch on these developments, it would behoove the Government of Haryana to
begin actively considering the formation of a Global Market Intelligence Cell (GMIC),
comprising experts in economics, trade and International Relations. Such a proactive

measure could surely help the State navigate tricky waters ahead and ensure continued
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and expanded access to markets for its MSMEs, through constant supply of market
information, advisories / monitoring, in addition to ongoing efforts by Government of

India.
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3.1 Innovation Driven MSME Growth: Global Experiences and learnings for
Haryana State MSMEs

In Chapter 2, among many key factors, one of the common factors identified as being critical to the
success of top-performing manufacturing economies was their ability and willingness to support
innovation. Therefore, it is befitting to delve deep into some of the novel initiatives by some of these

leading economies.

Innovation systems interact with global value chains in multiple ways to support the production,
identification, appropriation and flow of tacit knowledge. Thus, multinational firms, as well as global
value chains, with their organized knowledge bases and sites of innovation and their use of
"community of practices”, can very well overcome the absence of geographical proximity. Global
Value Chain represents one of the most common options for small suppliers in less developed

countries to access international markets, updated knowledge, innovations and new technologies.

An Innovation System can be thought of as the institutional infrastructure supporting innovation

and its diffusion within the production structure of a region®.

3.2 Basis for Innovation Driven SME Growth

@
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Figure 7: Basis for Innovation Driven SME Growth

6 Pietrobelli, C, Inter-American Development Bank: Review of International Best Practices of Programs to Promote Regional Innovation
Systems (2009)
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There are certain key aspects that form the bedrock of innovation driven MSME Growth (Refer

Figure 7)

Technology Transfer

Clusters

Companies are not necessarily informed of or have access to the relevant research and
technological knowledge. Moreover, successful innovation requires knowledge from
different fields, which a single enterprise cannot produce alone. Innovation often takes
place through an exchange of knowledge between users and producers. Hence technology
transfer focuses on the process of intermediation and diffusion involving enterprises and

research organizations.

Innovative clusters have a strong territorial/regional identity and are mainly focused on
innovation and development of specific sectors. Enterprises, and the linkages among them,

and sometimes with other local organizations, play a central role.

University-Industry Linkages

University-Industry linkages base their rationale on the leading role of universities,
research organizations, and partnership in collaborative projects with enterprises for the

development of pre-competitive research to be exploited by the productive sector.

Programs with a clear territorial sector focus

59

These programs promote the interaction among different entities, (Governments, both at
national and local level, public organizations, research centers, and enterprises) that
operate in a specific territorial context and in specific sector(s) often with focus on science,
technology and innovation. Although these programs have specific characteristics, they
can easily overlap with other programs.

Interactions among companies, research institutions, and local government actors are
essential to generate innovation. During the innovation process, economic actors do not
act inisolation as they jointly contribute to the production, diffusion and use of knowledge.
Innovation represents the true engine for structural change, with a direct influence on
productivity improvements, and firms play a central role in both creating and diffusing
innovation. The specific characteristics of a territory, its specific assets and networks, and
not only the economies of scale allowed by geography, influence its innovation

performance.
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3.3 Innovation policy trends in selected countries:

Innovation policy trends on how governments, research and development institutions and the
private sector in different countries have responded to developing adapted approaches on the
promotion of innovation can be valuable learning for MSMEs. A quick glance at the following

regions’ will help understand innovation-driven SME growth better:
China, Thailand and Indonesia in Asia
Switzerland, Denmark, Ireland and Germany in Europe

These examples are rendered from a GIZ Internal discussion paper: Innovation Policy Trends in
Selected Asian, MENA, Eastern and Western European countries (2006). The examples show how

theory can be put into practice and are therefore of interest to MSMEs.

3.3.1 China

China is gradually setting up a system modelled to a large extent on Western models, yet not
through the creation of new agencies, but with the reorganization of existing ones. The Chinese
Academy of Science (CAS), a non-profit, non-governmental organization was not only the initiator
of this new strategic approach but also has become the key implementing agency. CAS is supposed

to act as a bridge between the scientific world and the government.

A first initiative was the Knowledge Innovation Program (KIP) carried out by CAS. The KIP has most
importantly resulted into serious restructuring of the R&D community (transformation of state-
controlled research institutes into private enterprises, effectively mandating that their activities
and operations must be pragmatic and profitable). Ten innovation bases had come into being
(combining research forces of relevant CAS institutes in selected areas and thereby becoming

special “thrust areas").

The Strategic Action Plan for Science and Technology (S&T) Innovation (SAPI), was a key measure
for CAS "to scale the heights of S&T development and to make fundamental, strategic and forward-
looking contributions to China's economic growth, national security and social development. It was
also a necessary step for the upgrading of the national capacity for S&T innovation.” SAPI comprises
an overall plan, four thematic plans (basic research, life sciences and biotechnology, environmental
technology, high-tech research and development) and several “special programmes” (major

research projects in key areas, infrastructure and supporting facilities, new research units, science

7 GIZ Internal discussion paper: Innovation Policy Trends in Selected Asian, MENA, Eastern and Western European Countries (2006)
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communication, industrialization of innovations and headquarters' reform). The plan indicates a
modification from China's very pragmatic earlier approach of attracting FDI for cheap mass
production, gradually establishing indigenous R&D capabilities, launching pilot operations and
scaling up operations in case of success. A new development is to simply “buy” technologies by

taking over companies in developed countries.

China intends to move from replication and reengineering to the creation of own, new technologies.
China's current Plan for Science and Technology foresees “improving the sustainable innovation
capacity of science and technology, under which the industrial enterprises shall be made the
mainstream for technical innovations focusing on the key technologies for the industrial
development so as to promote the development of high tech industries and transform the traditional
industries with high technologies, promoting the industrial technical upgrading and restructuring”.
The Plan for National Economic and Social Development similarly outlines the importance of

innovations in selected high-tech industrial areas.

In China “science and technology” means “industrial development”. There is a joint understanding

among the relevant ministries and policies. Some examples:

Example 1: China successfully managed to integrate R&D priorities with the target
planning of other government departments such as industrial development planning,
environment and health as the example of the "high tech”, “digital” and "“green”
Olympics 2008. This initiative e.g. strikingly attracts stakeholders from the health
economy within the EU to participate in working groups for technology development and

cooperation in Beijing.

Example 2: The Chinese government showed its commitment to renewable energy
development as outlined the government’'s renewable energy development program
1996-2010. This has been launched by the three state agencies, the Ministry of Science
and Technology (MOST), the State Development and Planning Commission (SDPC), and
the State Economic and Trade Commission (SETC). In this frame, development programs
have been launched for both fostering research & development and commercialization.
As soon as an interdisciplinary goal setting of ministries is achieved, the impact on

innovation in enterprises and research institutes is multiplied.
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3.3.2 Indonesia

Particularly striking in Indonesia is the deep-rooted incoherency between economic policy and
technology policy that has been obvious for many years. Economic policy was attracting FDI based
on cheap labor that brought little innovation into the country. The Indonesian Government had
invested heavily into the aerospace, telecommunications and energy sectors, seeking foreign
technology and partnerships to speed developments in these areas. Technology policy was so high

profile and yet inefficient that it had little relevance to market needs.

Wrong priority setting in the past is still a burden on the national innovation system realizing that
the technology policy had been inefficient and overambitious for many years, the Ministry of
Research and Technology (IMRT) under a new leadership and inspired by studies on national
innovation systems in industrialized countries has proposed the “Act of National Innovation System
(ANIS)" to the Parliament. This Act is supposed to mark a shift of the government's role from
consumer to requlator of science and technology system. IMRT assumes that technological
dependency could be diminished by stimulating technological innovation. The German Ministry for
Education and Research (BMBF) is assisting the structural modernisation of the Science &
Technology landscape. While the Act has been proposed, there is no explicit innovation policy
document. However, “Innovation” is included as a key element in the Indonesian Science and
Technology Strategic Policy (IPTEKNAS). The policy provides basis and direction for a more defined
science and technology development and focuses on efforts to incorporate research, development,

and engineering activities as an integral part of the national development.

Technology is mostly brought into the country by multinational companies through imported
equipment and machinery and through an inflow of managerial and production expertise. However,
since most technological transfers have taken place through on-the-job training, the rate of transfer
has been slow. The main problem has been low absorption capacity due to low education levels and

an absence of significant R&D activities, both public and private, within the local economy.

The most pressing issues for Indonesia in the near future is how innovation and technology policy
can effectively support the present decentralization process and how an efficient transfer of R&D
results between research institutions and product development of SME can be facilitated. How do
SMEs contribute to innovation processes in Indonesia and how can SMEs become the backbone of
a restructured innovative economy in Indonesia? SMEs will find it difficult to become knowledge
based, if only incremental but not radical changes at the political, institutional and company level

take place.
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3.3.3 Thailand

As highlighted in its Ninth Development, the Thai Government has recognized the importance of
improving skills and technological capability in all economic and social sectors. Innovation has been
accepted as a very significant public policy issue in the country. Policy makers have begun to
recognize importance of innovation to Thailand's competitiveness. However, understanding of
National Innovation System (NIS) and industrial clustering in Thailand is still at beginning stage.

There is no explicit and coherent national innovation policy in Thailand.

There are several government agencies responsible for science, technology and innovation in
Thailand. Also, several agencies are doing a number of similar functions leading to redundancy and
lacking of specialization among these agencies. These features reflect the inability of government
to abolish or reorganize existing institutions when new ones were founded. Consequently, policies
to promote industrial technology development are not given high priority and are virtually not
incorporated in industrial, trade, and investment policies: Investment policy, especially the
promotion of foreign direct investment (FDI), aims primarily at generating employment. There is no
explicit and pro-active link between promoting FDI and upgrading of local technological capabilities

in Thailand. Equally, trade policy has not been used strategically to promote technological learning.

With only limited success, a new interim National Science and Technology Committee (NSTC) was
to review national S&T policy and to report to the cabinet. The NSTC subcommittee, with key
persons from the private sector (such as CEOs of large Thai firms and executives of industrial

associations) as members, was responsible for setting up the national S&T plan.

The Thai Government lacks a strong “focal point” responsible for delineating a coherent policy
strategy or coordinating the government’s response to the technological and policy needs of the
Thai NIS. Thailand's short-term strategy aims at fostering R&D and innovation to give higher
productivity on biotechnology, micro-electronics, automobile and parts, renewable energy, nuclear
energy and information and communication technology (ICT), including extension of research and
innovation networks, transferring of technology to serve SMEs and community enterprises,
agricultural sectors, grass-root groups, developing S&T infrastructures and strengthening S&T
management capability and public understanding on S&T. Thailand has a diversified infrastructure
of research and technology organizations and holds strong potentials for industry-science relations.
However, at present scientific institutions rarely collaborate with industry, and a cultural gap seems
to separate the two “subsystems” of research and production. The challenge is to bridge this gap,
bringing actors from both “subsystems” together, developing common approaches to relevant

problems and creating incentives for cooperation.
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The Thai support system lacks efficient measures to bridge the cultural gap between production
and research. The National Innovation Agency is not yet in a position to do so. Up to now training
programs and business incubators have had very limited outreach and it is unclear how the
government target of 50,000 new enterprises can be reached with the given institutional
capacities. Although there are fiscal and financial incentives to promote R&D in the private sector,
they are not effective as companies usually do not use them. Companies currently prefer services
of agencies related to the ministry of industry (e.g. Board of Investment) rather than the Science
and Technology agencies. There also seems to be a gap between political goals, resources allotted,

suitable mechanisms and the communication of the benefits to the companies.

In Asian countries, there is a considerable diversity with regard to science, technology development
and innovation in the Asian region. Hence, innovation policy and support schemes as well as
relevant consultancy will have to be tailor made to countries’ specific characteristics. However,
there are also some common features that can be observed. The development model of all countries
studied considers innovation as a key element of success. All countries have adopted or are in the
process of adopting innovation policies often with different patterns of governance than Europe. In
all countries there is an explicit policy document or a section in a broader economic development
vision emphasizing the role of innovation. Asian countries constitute a challenge for co-operation

in high-tech industries and a threat of competition for Europe.

As compared to other regions, Asian countries generally managed to create a favorable investment
climate (FDI being a driving force for innovation), but they mostly fail to build a common
understanding of the concrete development trajectories they need to follow to transform into an
"own" knowledge economy. The process of policy formulation and implementation is often not
comprehensive, systematic and target-oriented. Moreover, well-designed policies designed to cope
with specific challenges in terms of human capital, entrepreneurship development, technology
acquisition, research and development, industry-science relations, inter-firm linkages are missing.
Generally Asian countries rather seem to promote research and technology transfer more than the

whole spectrum of innovation.

3.3.4 Denmark, Germany, Ireland and Switzerland
Germany has a long tradition in innovation policy. Germany pursues a more “traditional approach”
with the regional authorities as special actors in the field. The more "modern and dynamic”

approach is more evident in the vibrant economies of Ireland and Denmark.

64



Leading Practices Report for Haryana MSMEs

Switzerland's approach is perceived as a special case due to its federal structure. Regarding
innovation performance Switzerland holds a top position in an overall ranking of innovation
performance among European countries, even though the Swiss economy lost part of its advantage
during the long stagnation period 1991-97. Switzerland's weakness in this regard lies in the lack of
entrepreneurial spirit and a relatively weak presence in applications such as nanotechnology,

biotechnology, information technology (measured by patents).

The German economy is traditionally highly innovation orientated: investment in R&D and
innovation as a percentage of value added is among the highest in the EU, the share of SMEs that
innovate in-house is the highest in the EU and the share of sales with new products in manufacturing
is among the top three in the EU. In Germany, there are challenges regarding the skills base for
innovation, the framework for innovation and the bureaucratic burdens. Moreover, the still strong
technological performance is increasingly dependent upon the automobile sector, which is

dominating the innovation system in Germany more and more.

Ireland has many of the characteristics of a newly industrialized country in terms of its research,
technological development and innovation structure. For example, it has no prestigious, long
established technological universities, which is a characteristic of the education landscape in
continental Europe and the US. Furthermore, Ireland has very few public or private research bodies.
The Irish research system is also characteristic of an emerging industrial economy. Approximately
90 percent of fundamental research is performed within the university sector. Neither indigenous
industry nor foreign-owned industry (in its Irish operations) performs basic research. Ireland's high
growth rates have been largely based on investment trends rather than innovation performance. It
therefore needs to fund and develop its innovation capacity to match the increasingly complex

demand of sustaining economic growth.

Denmark's overall innovation performance is satisfactory in an European context but its recent
performance is broadly impressive. Denmark’s main weakness is the low rates of SMEs innovation

in-house and non-technological innovations.

Innovation policy is an important part of the economic development/growth strategy and holds a
high position on the political agenda in all four countries. For example, in Germany, Innovation is
regarded as the most important source to achieve growth and to create new jobs. In Ireland
innovation policy is a fundamental part of its industrial and entrepreneurial policy. In general,

"knowledge development” has become a broader concept than technological innovation.

65



Leading Practices Report for Haryana MSMEs

Strategies are becoming more explicit and detailed and often address particular segments of the
innovation “market” (with a view to achieving critical mass), e.g. the new Action Programme on
Innovation in SMEs in Germany (High-Tech Master plan) or the knowledge networks in Denmark are
established within high-tech and knowledge areas where the country possesses research and
commercial competencies. Improvements of the innovation framework and the innovation culture
have become more important (e.g. Germany “Partnership for Innovation”). Switzerland broadened
its concept from a rather narrowly science-based view to a view covering social and cultural aspects

of innovation activities too (e.q. entrepreneurial spirit).

Innovations rarely results from isolated research activities alone, it is mostly the outcome of
collaborative innovative efforts made either by the science sector and the business sector or by
networks of various firms. Thus, common innovation policy objectives are the commercialization of
research results, strengthening entrepreneurship and strengthening knowledge-transfer and the
co-operation between knowledge institutions and the private sector. Creating linkages through new
partnership based initiatives aimed at improving the functioning of the innovation system is an
emerging trend (e.g. Germany "“Partnership for Innovation”; Denmark “Action Plan on Public-

Private Partnership on Innovation”).

The regional dimension of innovation policy is gaining in importance and more efforts are made to
strengthen the regional innovation capacities. Denmark (e.g. “Regional Knowledge Pilots"),
Germany (e.q. special programmes for East Germany) as well as Ireland (e.g. “Southern and Eastern
Innovative Action Plan™) have set up special programmes and structures to improve regional

innovation capacities 3!.

There is a strong focus on SMEs in order to increase their innovation potential and their
absorbability of new technologies. Their specific needs should be addressed and their barriers to
perform R&D and to introduce innovations should be overcome. For example in Germany there has

been an “Action Plan for Innovation in SMEs" introduced.

3.3.5 National innovation systems of catching-up economies

The development of national innovation systems in the new EU member e required new
approaches®. Attempts to copy experience of high income economies in building their national
innovation systems were not appropriate and adaptation to systemic change specific aspects were

needed. Critically important was the need to increase the learning capacity of the whole society. It

8 U.Varblane, D.Dyker, D.Tamm, Universities of Tartu and Sussex: How to improve the national innovation systems of catching-up
economies? (2007)
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required detection of the major path-dependency problems of national innovation system and

implementation of appropriate policy instruments. Dominating linear innovation model based on

thinking and policy making was to be replaced by the interactive learning based system.

With regards to building up national innovation systems, developing economies should focus on the

following, based on the experience of new EU members:

67

Long term vision: Acknowledge the need to implement strategic long-term oriented

approach to the innovation system building instead of short-term financial objectives.

Innovation focus: Linear innovation model should be replaced with the balanced
interaction based approach. Innovation should not be equalized with R&D and much
broader focus is needed on all levels of the society, with the understanding that non-R&D

dimensions of innovation are equally important for developing economies.

Judicious balance in leveraging technology: Discrimination of low tech industries
allocating the majority of resources into creation of the high-tech sector is not an
appropriate policy for developing economies. Instead they should be seen in symbiotic
partnership - continued viability of the high-tech sector depends on the vitality of low-tech

industries.

Diffusion: More attention should be given to the development of the system of absorption
and diffusion of knowledge produced outside and inside of the catching-up economies. On
the firm level it requires activities in two directions: firstly, encourage motivations of firms
to change; secondly, support the process of building absorptive capacities of the firms.

Networking needs to be improved.

Integration of entities: Sustainability of economic development could not be achieved
relying only on the innovation activities of foreign investors and their global networks.
Integration of local firms into networks of foreign investors should be supported. Selection

must be used by FDI policy in catching-up economies.

Job Creation: Human capital development is important. But investments into the education
system and particularly into higher science and engineering educational institutions should

be coupled with the growth of employment opportunities requesting those skills.

Organization Management skills: Lack of managerial and organizational skills is a very
important barrier of innovation in organizations (even more than better access to modern

technology) and should not be overlooked.



3.4

Leading Practices Report for Haryana MSMEs

Benchmarking Assessments of current scenarios: Appropriate technology policy methods
for developing countries could be worked out only after a general audit of technological
absorption capacity of the whole population of firms. The results of audit and
benchmarking should be widely used inside the national innovation system to encourage

the motivation to learn.

Jump to Tomorrow: Technological path-dependency could be used by developing
economies not as a threat but as an opportunity. The lock in position in the field of
technology could mean that the resistance to change is weak and offers an opportunity to

skip the whole generation of technology and introduce new solutions.

Innovation drivers

With the globalization of trades and ideas, even a steady business that could have prospered well

without innovating 30 years ago can now be washed out by a more innovative competitor in a few

months or years. Therefore, it is of outmost importance for all MSMEs to understand the basic

principles surrounding innovation to become more innovative, and hence, more competitive.

Innovations can come from many sources, and recognizing these sources is the key to initiate

innovation processes. Below are some examples of internal and external sources of innovation®.

Internal sources

Dedicated employees: The research and development (R&D) personnel are generally
considered to be the main provider of innovations inside the company. As such, they have
to be managed specifically and obviously integrated in new product development

processes.

Other employees: Any employee in a company is a potential source of innovations. This
has been recognized in many companies for a long time by the introduction of "ideas box"
or innovation contests. Even in a company within a technology-intensive industry, where
the dedicated highly skilled personnel is usually the main source of innovations, other
employees should be regularly involved in the innovation processes. In the IT industry, for
example, it means that not just programmers can be sources of new ideas for new software

or services.

External sources

9 Dr. Francois Therin, U21 Global, Mr. N. Srinivasan: Managing innovation in a knowledge economy — A guidebook for SMEs in Asia and
the Pacific Asian and Pacific Centre for Transfer of Technology (2010)
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Customers: Customers are one of the most important, yet neglected sources of innovation.
Customers are users of products or services, and, as such, they are very well-positioned to
give ideas on how to enhance existing products (incremental innovation) or even to create
entirely new products or services (radical innovation). Therefore, they should be regularly
asked for feedback on existing products and for pre-tests of potential innovations before
these are launched. Nevertheless, customers are rarely good sources of disruptive
innovation. As, by essence, disruptive innovation is totally different and addresses markets
in new ways and/or new markets, and can be negatively perceived at first by existing

customers

Suppliers: Suppliers can also have good knowledge of products or services. With the
development of outsourcing, suppliers are more and more involved in the development of
products and services. So, they are also obvious sources of innovations. Firstly, as they are
often doing their own R&D on their own parts or products, organisations can directly
benefit from innovations developed by them. Secondly, as they are knowledgeable about

the technologies being used, they can also suggest enhancements.

Public and private research labs: In a technology-intensive industry, research labs are one
of the most important sources of innovation. Research labs or common facilities all over
the world are focusing more and more on applied research and the mission of the public
ones is to enhance the competitiveness of local companies. So, they are very open to co-
development or to the licensing of their technologies. Generally, they tend to prefer
collaborating with large companies than with SMEs as it generates more revenues for them.
Nevertheless, most of them are encouraged by governments to also work with SMEs. The

collaborations with research labs will be explored in the later sections.

Competitors: Competitors can be a source of innovation. For projects with a high financial
investment or need a research and development level for which one single company does

not have all the competences in-house.

Public funded technology and innovation-led programs

The concept of innovation systems rests on the premise that understanding the linkages among the

actors involved in innovation is the key to improving technology performance. Innovation and

technical progress are the result of a complex set of relationships among actors producing,

distributing and applying various elements of knowledge. Innovative performance depends to a

large extent on how these actors relate to each other as elements of a collective system of
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knowledge creation and the technologies they use. These actors are primarily private enterprises,

universities and public research institutes and the people within them.

In this section, some examples of leading practices for innovation system are presented, with the
purpose of identifying relevant learning points that can provide inspiration for the MSME ecosystem

in India.

For the purpose of this section, global Technology Centres (TCs) or similar facilities have been
defined as organisations focused on the exploitation of new technologies, through an infrastructure
which bridges the spectrum of activities between research and technology commercialisation.
These can be in both established technology areas and in new, emerging technologies. Such
facilities are mission-driven organisations that develop their own in-house knowledge and capability
by working closely with leading Universities and other similar organisations including through public
sector funded R&D and innovation programmes. This combined with an open access technology
infrastructure and contract research provision enables companies to share the costs of R&D, access
skills and equipment which might not otherwise be within their reach, thus reducing risk, shortening
time to market, and exploiting synergies of know-how across the value chain. Typical activities and
outputs of TCs or such common facilities therefore include the development and scaling up of

manufacturing processes and the production of technology.

Based on the above definition of innovation system and TCs, the leading practices across countries

have been shortlisted for a detailed study (Refer Figure 8).

Further, this section discusses the relevance of these examples, in the context of Technology
MSMEs in India.

Some of the key steps that could improve the competitiveness of Micro, Small and Medium

Enterprises (MSMESs) in key manufacturing industries across India by:
1. Facilitating improved access to manufacturing technology
2. Improving further the availability and employability of skilled workers
3. Establishing strong focus in providing business & technical advisory services

By examining the experiences and steps taken by other countries we can glean certain learnings
and understanding of how various countries across the World are integrating innovation into the

growth story of SMEs.
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Figure 8: Innovation Policy trends in Selected Countries

3.5.1 Fraunhofer-Gesellschaft (Germany)

Fraunhofer-Gesellschaft is research organisation in Germany established in 1973. It is one of the
world's major international research organizations. At present, the Fraunhofer-Gesellschaft
maintains 67 institutes and research units. Majority of staff are qualified scientists and engineers

almost more than 23,000.

The organization’s core task is to carry out research of practical utility in close cooperation with its
customers from industry (products & processes) and the public sector. In this way the Fraunhofer-
Gesellschaft shapes the innovation process in Germany and drives forward the development of key
technologies. The organization’s research focuses on the needs of people in the areas of healthcare,
security, communication, mobility, energy and the environment. Fraunhofer’s international sites
and its representative offices act as a bridge to the regions of importance to scientific progress and

economic development.

These research centres have an annual budget of €2 billion towards research and development
activities. 85% of the budget i.e. €1.7 billion is generated through contract research financed by
industry or publicly financed research projects. Almost 30 % is contributed by the German federal

and regional governments in the form of base funding.
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Put in simple words, the institute / research establishment develop, implement and optimize
processes, products and equipment until they are ready for use. The output from these institutes
help drive market leading innovation and adapts products/ processes to meet the dynamically

changing market requirements.

The Fraunhofer-Gesellschaft has been an innovation leader in Germany. This is evident from the
fact that the institute has filed a total of 696 inventions, with patent applications being filed for 499
of those, i.e. over 70 percent, in a single year (2012). Fraunhofer files an average of two patent
applications per working day. Fraunhofer’s portfolio of active rights (patents and utility models) and
756 patent applications been applied for at the end of 2017 alone. It currently includes some

2800 patents granted for the German market.

Fraunhofer-Gesellschaft has a decentralized organizational structure which incorporates seven
separate line functions that allow it to develop an efficient strategic orientation on the basis of
centralized control mechanisms. They collaborate while working on related fields of research within
the Fraunhofer-Gesellschaft, to pool essential resources in core disciplines, and to present a unified

image in the marketplace.

Governance Structure at Fraunhofer-Geselleschaft

The governance structure consists of:

1. Presidential Council: Consists of the members of the Executive Board and the chairmen of six

of the seven working alliances. The council is headed by the president.

2. Scientific and Technical Council: It is the organization’s internal advisory body. It consists of
the directors and senior management of the institutes and an elected representative of the

scientific and technical staff of each institute.

It provides advice to the Executive Board and other constituent bodies in matters of
fundamental importance. It issues recommendations concerning research and human
resources policy. Furthermore, the Scientific and Technical Council issues statements of
opinion concerning the creation of new institutes or the closure of existing institutes, and

participates in the appointment of the directors of the institutes.

3. Governing Board: Each of the seven alliance groups has a Governing board of external advisory
bodies attached to the institutes, and consists of representatives from science, industry,
business and public life. For each institute, approximately twelve members are appointed to the

governing board by the Executive Board with the approval of the director(s) of the institute.
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4. Senate: Senate consists of eminent figures from the world of science, business, industry, and
public life, plus representatives of national and regional governments, and members of the
Scientific and Technical Council. The Senate has a total membership of approximately 30
persons. The Senate is responsible for decisions concerning basic science and research policy.
It also formulates decisions concerning the establishment, the incorporation or devolution, the
merger and dissolution of research entities belonging to the Fraunhofer-Gesellschaft. The

Senate is also responsible for appointing members of the Executive Board.

5. General Assembly: General Assembly is made up of all the members of the Fraunhofer-

Gesellschaft.
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Figure 9: Organizational structure of the Fraunhofer Model

The organisational structure has been cited as one of the key reasons for the success of the

Fraunhofer model (Refer Figure 9).
Collaboration with SMEs

By developing technological innovations and novel systems solutions for their customers, the
Fraunhofer Institutes help to reinforce the competitive strength of the economy in their region,
throughout Germany and in Europe. Their research activities are aimed at promoting the economic
development of our industrial society, with particular regard for social welfare and environmental

compatibility.

Business Model
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Fraunhofer has been bridging the gap between academic research and industrial needs with an

annual client base of over 2,000 companies (Refer Figure 10). Many of these are SMEs.

The model is very simple: Fraunhofer Institutes work with industry and universities to scale up
cutting-edge research into real working technologies on an industrial timetable. If one looks at the
total product development cycle, it seems that the early stage R&D is typically done in universities,
national laboratories, and corporate research centers. The latter implementation part is typically
done by industry. However, there is a gap in the middle which very few organizations address. This
gap, both a knowledge gap as well as a funding gap, greatly slows down the product development
cycle. It is precisely this area that Fraunhofer focuses on, allowing it to become Europe's largest

R&D organization.

VGCs,
| Investors,
Industry
Fraunhofer
“Bridging the Gap”

O

Developme
“Scale-up™

Traditional U.S. Research, Development, .& Implementation Cycle

Cost Risk

Figure 10: Transforming research into functional technology

This same gap also applies to the research commercialization process in the India. The current
process is chaotic and way too lengthy. Innovative ideas often linger on in the research phase for
many years because of this gap between research and product development. It can be seen in the
graph above that the required funding increases as the total cycle progresses, while the risk of
technological failure at the same time decreases. Venture capitalists and most other investors are
adverse to technological risk. They typically don't invest until after the intersection of these two

curves. Fraunhofer provides a unique resource that addresses this problem by developing the
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innovation into a functional technology that can be validated and demonstrated, in effect de-risking
it. Thus, investors can make their investment decision solely on their assessment of the market
opportunity and business value proposition without the additional risk of the technology not

panning out.

3.5.2 InnoRegio Programme (Germany)

While the Fraunhofer institution has existed for more than 40 years and remains a solid and
successful institution in western Germany, innovation system in eastern Germany has taken a
different form. Ten years after German reunification in 1989, the economic situation was still
unsatisfactory in eastern Germany. The East German business and research landscape was marked
by small and medium-sized companies, a low level of innovative ability in the economy, a lack of
employment and training positions as well as the migration of skilled young people to West
Germany. In the light of these specific structural deficits, the innovation policy concepts used
elsewhere could not be implemented there. New approaches were being sought in promotional
policy so that the weaknesses that were known or suspected could be better targeted and removed.
One of these weaknesses was the lack of research, and the consequent shortage of innovation by

companies. Another was inadequate regional cohesion between companies and related facilities.

In order to take East Germany's special situation into account, an entirely new type of support
programme was conceptualised and launched under the name "InnoRegio" in 1999. The InnoRegio

was the most important pillar of the German Government's innovation policy for East Germany.

The basic ideas behind "InnoRegio" and the subsequent programmes that build upon its framework
were as follows: new creative ideas arise where disciplines, industries, institutions and particularly
people come together. The success factor of a region is the formation of an innovative network or
ecosystem with specific abilities and technologies which provide it with competitive advantages. In
particular for small and medium-sized companies in East Germany it was of vital importance to
strengthen their innovative ability through new forms of cooperation with science and research.
Innovation-related activities directed towards new or growing markets and segments have the
greatest potential for growth. Successful regional networks thus do not necessarily require the best
economic infrastructure as a pre-condition but can be created on the basis of a specific competence,
even in regions with previously weak structures. Based on these premises, InnoRegio was
advertised by the Federal Ministry of Education and Research (BMBF) as a broad, open-themed
competition. The goal was to develop self-supporting innovation networks and create locations with

long-term competitive ability. The program aimed at identifying potentials in East Germany that
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might still need to develop to become a cluster, and to trigger or enhance long-term success of
regions and clusters. The idea was that financial support of local networks and clusters is able to
improve the economic situation of regions with insufficient economic structures. The funding in
terms of a contest between competing regions can trigger mobilizing effects, even in regions that
are not supported. The corporate elaboration of the regional concepts intensifies the relation
between the local actors and causes a better knowledge about the skills and needs of the

participating firms.

Over 444 regional networks applied for the program, which was organized as a competition for
financial funding. Finally, 23 initiatives were supported. With this decision the winning networks
were authorized to realize innovation projects and accompanying activities, supported with a
budget between 4 and 20 million Euros. Additionally, external consultation and technical assistance
was provided. The selection of initiatives was made on the basis of network and project features,
such as the expected impact of projects, sustainability of development and quality of generated

cooperation activities.

BMBF facilitated and evaluated the competition while state funded facilitators, mediators and
consultants supported the networking process. A jury selected the initiatives in order to support
them with funding, coaching and facilitation. This secured a high standard of innovation. Scientific
research monitored the regional processes and evaluated the competition InnoRegio as a political

instrument.

The main goals for the InnoRegio programme were to:
Create opportunities for work.
Promote economic productivity and competitive advantages of regions.
Establish an enduring structure for innovation.

Initiate a process for regional innovation by a state-funded competition with high spill-over

effects.

Key steps in achieving the goals:

Step 1: Regional networks for innovation apply and qualify for InnoRegio:
Regional actors cooperate in order to determine their specific idea innovation.
The actors define the scope themselves.

The networks represent a diversity of themes, actors and potentials including business

(especially SMEs), science, society, politics, schools etc.
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Step 2: The actors develop a regional network for innovation (clusters)
The partnerships formulate a new concept for regional networks for innovation.

The networks build up a self-supporting structure for innovation which fosters the

potentials found in the region and create new ideas and benefits for the region.

The cooperative process implements effective ways of communication and cooperation
between a critical mass of actors, who are oriented towards a common goal of regional

innovation.
Step 3: Implement innovative concepts and projects
The networks implement projects, which result out of the work of the regional networks.

The regional concept for the innovation process is the background out of which the specific

projects are realized.

The InnoRegio Program was evaluated during the program phase. It could be demonstrated that
firms received funding as a result of their innovation behavior. The evaluation studies also indicated
that the supported firms seem to perform much better in terms of innovative activity and slightly
better in terms of employment growth than non-funded firms. Between 2000 and 2004 the number
of employees in InnoRegio companies rose by 11%. In approximately one third of the companies
every second employee was working in R&D. 44% of the InnoRegio were able to apply for patents

and 40% of them even introduced entirely new products.
Below are some of the key learnings from the program:

An unexpected high dynamic in development: in 8 months business-profile for strategic
networks/""regions” were developed and cooperation established; in 8 months first

economic successes were realized.
Positive image-effects for the regions.
The networks realized a market-oriented technology-transfer.

Networking is seen - after positive experiences - as the major success of the programme

and as one the most important factor for successful business.

External coaching, facilitation/mediation and consultancy in network-management and

business-problems is critical.
Critical success factors for the programme:

Working cooperation with external consultancy/coaching.
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Cooperation based on a well (stated and) defined mutual interest.
Profile for innovation and development that focusses on specific aims.

The InnoRegio program established that self-sustaining structures/networks for business create
work and economic growth. This program follows the cluster theory to a high degree. The support
of the connection of historically grown competences, new technologies and existing network
activities between economic actors, applied research institutes and education providers generates
innovation potentials that may help to improve the economic situation of a region. This led to

specific outstanding competences in the region that caused the emergence of local clusters.

InnoRegio example: BioMeT (Dresden)

One example of a successful InnoRegio project is the network BioMeT in Dresden. Over a period
of five years the Dresden region has succeeded in establishing biotechnology - together with
microelectronics - as a key 21st century technology. The concept of the Dresden BioMeT
Innovation Network which has proven it to be viable and future-oriented and the InnoRegio
project combined regional competencies in order to exploit existing innovation potential and

support new company spin-outs from the scientific community.

To implement this a contact and communication network was established which is actively
cultivated by an agency established by the GWT - Gesellschaft fir Wissens- und
Technologietransfer der TU Dresden mbH (Knowledge and Technology Transfer Company of the
Technical University of Dresden). By integrating many regional biotechnology partners from
science, business and society, a positive environment was created for company relocations and

new start-ups. This gave rise to a platform on which proven economic growth could be organized.

The name ‘Dresden BioMeT Network' name stands for Dresden’s special symbiosis of the
disciplines of biology, medicine and technology/materials science. The network was established
with the aim of creating a link between science and business, thereby ensuring improvement in

Dresden region's competitiveness over the long term.

In 2000 the German Ministry of Education and Research gave the impetus for its InnoRegio

initiative, providing some 24 million euros for BioMeT Dresden network.

A study of the BioMeT office over a four year period recorded the scientific and commercial
results for biotechnology. 82 per cent of the companies surveyed said that there had been a

positive trend in sales since the beginning of the biotechnology campaign in 2000. During the
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period investigated sales of the network partners increased to 510 million euros annually, of

which 20 million euros alone were in biotechnology.

Growth was stepped up by the innovations subsidized by the InnoRegio programme. The network
also acquired 36 associated “molecular bioengineering” projects, especially in tissue engineering,
bio-nanotechnology, functional pharma-genomics and biocomputing; of these 17 have already
been completed. 13 university and college research institutes and 10 non-university centers
adapted their research during the period of the study and are cooperating on projects with the
companies in the network. In a unigue nationwide model, molecular bioengineering projects are
being carried out by research and business under a single roof in the Biolnnovations-Zentrum
Dresden (BioZ).

One main aim of the InnoRegio project was to create jobs. The study showed that 583 primary
jobs had been created in the commercial community and almost 400 in scientific centers.
However, this did not include those jobs created indirectly, such as service jobs or jobs with
suppliers. Research results showed 16 new companies were founded, and through active

marketing, four companies relocated to the region.

Permanent public relations work and carrying out information events meant that the public was
included in the development process and created a general acceptance of biotechnology among
the population. The regional study proved that the people of Dresden occupied one of the top

places in Europe with their knowledge of this new discipline.

3.5.3 Inter-University Micro Electronics Centre (IMEC) (Belgium)

IMEC (Inter-University Micro Electronics Centre) was founded in Belgium by the Flemish government
in 1984. IMEC headquarter is in Leuven, with an initial investment of 62 million euros and about 70
members of staff, IMEC is now one of the largest independent centres for R&D in micro and Nano-
electronics in the world. The centre was created to carry out cutting-edge research for application
in the Information & Communication Tools (ICT) domain with focus on maximizing transferability of
R&D into the market. Its mission is to operate a decade ahead of industrial needs and to foster the

development of the local industrial base through spin-off creation, collaboration and training.

IMEC's legal status is that of a not-for-profit organisation. IMEC is organised in three main units
covering Business Development, R&D Operations (with specialised subgroups) and Corporate
Support. IMEC's CEO supervises activities with the aid of a Corporate Strategy and Strategic

relations office, an HR department, selected Executive Advisors and a training division.
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IMEC's research focuses on the next generations of chips and systems, and on the enabling
technologies for ambient intelligence. IMEC's research aims to bridge the gap between fundamental
research at universities and technology development in industry. IMEC is active on various domains
such as Nano- technology, Nano-electronics - Characterization, reliability and modelling, Multi-
mode multimedia (M4) technologies, Wireless autonomous transducer solutions, Solar cells,
Advanced packaging and interconnection technologies, Power-efficient devices based on llI-V

Materials (GaN, GaAs...), Bioelectronics, Organic electronics, RF devices and technology etc.

For designing technologies IMEC collaborates and works with companies, Flemish universities,
polytechnic schools and associated laboratories, including funding of a large number of PhD
students. Furthermore, IMEC provides industrial training in ICT and works on knowledge transfer to

society.

The local context in which IMEC is set typifies the challenges of innovation systems in small
countries. Belgium has a few public research centres of excellence (for example the Catholic
University of Leuven) and local links with some major corporate headquarters (among them Alcatel
Microelectronics and Philips) but overall counts on a less rich ecology of research organisations
than the other larger European countries. IMEC's were faced with the problem of critical mass, so
IMEC's have focussed their strategy on international diversification which has emerged as an
effective strategy for sustained growth. In 1999, IMEC based on this strategy started a US
subsidiary company, IMEC Inc. to strengthen and expand services to partners in the US. Through
the new frame agreement, in 2002 the Government of Flanders increased government grants from
5 million € up to 34 million € which constitutes almost 24% of IMEC's total revenue. IMEC's revenues
from contract research exceed 100 million € which ensures sustained growth within IMEC

institutions and research centres.

With respect to its overall strategic positioning in technologies' lifecycles, IMEC's core research
activities are concentrated in early phases where potential commercial value starts to emerge out
of basic science. The earlier the stage in the developmental process, hence the longer the period of
expected returns, the higher the probability that IMEC co-operate with universities. Early stage
research is carried out on a co-operative basis and results are shared by the agreements set in the
so-called Industrial Affiliation Programmes (IIAP). In cases where the potential for growth of
innovative ideas is identified after a phase of shared fundamental research, IMEC enters bilateral
agreements with partners and the intangible assets generated throughout the applied research

process become proprietary.
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IMEC's Industrial Affiliation Programmes (IIAP) is broad R&D schemes through which industrial
partners embed in IMEC as resident researchers members of their staff together with relevant
equipment where necessary. These are often prototypes that are studied, further developed and
tested at IMEC. The principle behind these schemes is the sharing of risk and resources, as well as
the sharing of new knowledge generated through information-exchanges, joint work and cross-

fertilisation of projects.

According to the extent of their interest and capacity in partnering IMEC, firms can contribute to,
and acquire in exchange, non-proprietary knowledge shared among different partners, shared
licensed IP, co-owned IP or proprietary and exclusive rights. To join the research ‘pool’, firms pay a
fee that entitles them to non-exclusive and non-transferable rights to exploit the existing know-how
of the programme and participate in joint research activities. When valuable results are generated
in the course of R&D processes, possibly leading to patents, each firm that has contributed to it can
choose to co-own the IP. This can also be made freely available on a non-exclusive and non-
transferable basis to a partner that has not contributed to it but might have an interest in using this
know-how, for example as an end-user/manufacturer. Moreover, if a partner has an interest in
pursuing specific research activities that cannot be shared with other firms collaborating to the
IMEC programme, the firm can negotiate with IMEC terms and conditions for conducting proprietary

research.

Beside the industrial partnerships programmes, there was significant eagerness of local
institutional investors to invest in technology transfer through spin-offs aligned with IMEC's
business model. The precondition for a spin-off is that key IPs are generated through IMEC's
research processes. This might happen inside or outside one of centre's R&D programmes. In the
first case, a large amount of know-how will be spread across many partners and many patents and
the potential market for the spin-off is likely to be large. With respect to IP exploitation, although
the baseline is the non-exclusive transfer of property rights to the new company, IMEC will have the
option to grant exclusive rights. If instead the IP has been generated outside an IMEC programme
but with the involvement of IMEC scientists, IMEC will also consider the full transfer of ownership.
In this case, however, the potential market for the spin-off is likely to be fairly small. There might
be difficulties is attracting venture capitalists investments in both scenarios. In the first one, a
complex IP distribution will not incentivise investment; in the second a niche market might not be
attractive enough. As a consequence a phase of incubation can be supported by IMEC until the team
is mature, a prototype exists, the business model is sufficiently clear and market opportunities have

been fully researched.
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The incubation phase can last up to 1.5 year while the plan for a spin-off typically covers a five-year
period. Innovative ideas are screened to select those that can enter the incubation facilities and
‘sales fora' are organised to identify commercialisation routes. When an idea is approved for
incubation, an activity roadmap is drafted to move the technology from an idea to a product, then
a new legal entity can be set up together with a team willing to take forward the business. CEO and
business development capacities are typically sourced from outside IMEC. They will contribute to
the development of a business plan for a spin-off. In order to pursue financial gains, IMEC had to
create a for-profit arm to the organization (FIDIMEC). This separate legal entity is owned by IMEC.
It supports and manages the incubation programme by investing in the start-up and reinvesting
revenues from start-up businesses in new spin-offs and in IMEC's stock option plan. FIDIMEC also

interacts with potential corporate and VC investors once the new company has been set up.

3.5.4 Industrial Technology Research Institute (ITRI) (Taiwan)

Industrial Technology Research Institute (ITRI) was founded in 1973 and is one of the leading high-
tech R&D institution in Asia. ITRI was formed after merger of three research-oriented organisations
previously operating under the Ministry of Economic Affairs: the Union Industrial Research
Laboratories, the Mining Research & Service Organisation and the Metal Industrial Research

Institute.

Before the 1970s, agriculture and labor-intensive light industries were the core of Taiwan's
economy. Between 1960 and 1970, the import substitution and export subsidy policy took effect
and the trade surplus became the norm. With the rise of textile, plastic, and electronic goods
industries, the government’'s main strategy was to accumulate foreign reserve through mass
production. With pressures coming from political crisis (Taiwan's withdrawal from the United
Nations), economic backlash (the first Qil Crisis in 1973), and the rapid emergence of neighbouring
economies, the government was anxious to lend its force to industrial development and trigger an
economic take-off. To realize this goal, the focus had to shift from labor-intensive consumer goods
industry to technology-intensive manufacturing industry. Learning from successful models
overseas, the government contributed the funds to combine existing technology research
institutes, and with the assistance of Taiwanese scholars abroad, founded the Industrial Technology
Research Institute in 1973.

ITRI is dedicated to promoting the advancement of Taiwan's diverse high-tech industries with the

mission of:

Expediting the development of new industrial technologies.
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Aiding the process of upgrading industrial technology technigues.
Shaping the future of industrial technologies for greater efficiency and sustainability.

ITRI focuses on six research fields including information and Communications, Electronics and
Optoelectronics (Combined use of light & electronics), Material, Chemical and Nanotechnology,
Medical Device and Biomedical, Mechanical and Systems, Green Energy and Environment. ITRI has
aggressively researched and developed countless next-generation technologies, including WIMAX
wireless broadband, solar cells, RFID, light electric vehicles, flexible displays, 3-D ICs and telecare

technologies.

ITRI, headquartered in Taiwan, has offices in the United States, Japan, Germany, Russia and
Netherlands in an effort to extend its R&D scope and promote opportunities for international

cooperation.

ITRI employs around 6,000 personnel, including over 1,300 who hold Ph.D.s and 3,000 with
master’'s degrees. ITRI fosters entrepreneurship by disseminating both technology and talent.
Through business advisory and HR development programs, ITRI has cultivated over 140 CEOs in

the local high-tech industries in Taiwan.

In its first years of operation the Institute's revenues came entirely from government while
contracts from industry grew slowly over time in number and volume. The growth of ITRI was
inextricably linked with the development of the Taiwanese semiconductors industry in the mid
1970s. At the time the problem for the policy maker was to foster the emergence of a whole new
sector in the absence of significant infrastructures and competences. Universities might have
provided a starting point but they were not considered as a suitable environment for
commercialisation processes. The decision was taken to transfer technology in from abroad and to

invest heavily in training through ITRI.
Key Successes

ITRI was the bedrock for the creation of two spin-offs that grew into market leaders of the global
semiconductor business. The first one, UMC, was founded in 1980 from a group of about 40 ITRI
people, including technicians and equipment operators, and additional staff specifically recruited
from outside. The company's new lab was funded by the government but capital was also sourced
from a consortium of private firms operating in traditional sectors (including petrochemicals and
consumer products). The original ITRI lab where operations had started, and which later developed
into a complete facility, spun out if ITRI as part of the new company. Much of the technology was

again bought on the market through a special government R&D fund and transferred in. ITRI
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sustained the broader ecology of small and medium size firms by centrally managing the acquisition,
integration, development and organisation of IP to be licensed to local companies (from which the

Institute also generated good licensing revenues).

After - and on the basis of - its success in semiconductors, in 1990s ITRI played an important role
in the development of the Taiwanese TFT-LCD industry, the second high tech area where Taiwanese
firms have achieved market-leading positions. Again, the government took the initiative with

resolve.

Although ITRI did not itself generate the technologies taken up by the market, it greatly contributed
to the governance of the process and the training of engineers and technicians. It is, however,
important to observe that at the time when the TFT-LCD industry was emerging, Taiwan already
had strong large companies who played at least as important a role as ITRI. Moreover, after the
outstanding results in semiconductors and LCDs, successful spin-outs have been fewer, private

companies now have or can independently acquire top-of-range facilities.

ITRI has an open and multi-disciplinary R&D Cooperation to meet the industry’'s technology
demands, ITRI has been promoting multi-disciplinary integration and developing advanced
technologies to support the upgrading of the nation's industries and the nurturing of new

businesses.

ITRI is open to collaborations with local and overseas industrial partners, but aims to enforce the
option of retaining fundamental IP to favour the creation of start-ups. Arrangements for
collaboration are flexible; they include single-firm as well as multi-firm agreements and there is
always the possibility that the government chooses to match industry funding on selected projects.

About 80 or 90 per cent of companies in Taiwan have or have had contracts with ITRI.

In addition, ITRI has joint research centres of small proportions at six national universities in nano-
materials and biomedical, micro-to-nano manufacturing engineering, semiconductors,
environmental technologies, communications and IC chips, optoelectronics. Agreements entail the
sharing of staff (all of whom already have positions at either ITRI or the university), facilities and
IP.

ITRI has recently been keen to enhance its innovation culture. It was felt that more risk-taking and
creativity were needed to further develop and diversify the Institute's activities in new directions.
International co-operation with global leaders in research has also become highly strategic: a

scheme of institute-to-institute relationships, for example, has been put in place to develop cutting
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edge research in areas of strategic importance. Partners include Carnegie Mellon, MIT, AIST
(Japan), UCB, CMU, NRC (Canada) and MSU (Russia).

Like the Fraunhofer and IMEC, ITRI was founded by legislative act and is a not-for profit
organisation. It has therefore developed a separate VC/incubation branch through which it can

attract capital and eventually retain excess returns.

ITRIis trying to move away from a catch-up paradigm and to focus on innovation in an environment
where local firms are still rather conservative when it comes to accepting technology risks. ITRI still
excels at delivering reliably and fast ("because we have the speed to get there first!” is one of the
selling point of ITRI's services). It does, however, recognize the need for more risk taking at the
frontier of technological opportunities. The incentives in place for innovation are strong; inventors
can capture up to 50 % of the revenues generated by a successful idea. Good incentives complement
a lively entrepreneurial culture. One of the strengths of ITRI has been the network of CEOs of new
companies who were former employees of ITRI. Labour mobility between ITRI and industry has
traditionally been high and highlights both the role of ITRI in training engineers/entrepreneurs and

its role in supporting start-ups.

There are two groups of client firms: start-ups (many of which are local firms producing components
for overseas markets) and established companies (including multinationals). They come to ITRI to
strengthen their products and access lab facilities. They also have the option of pitching to ITRI's
VC branch for investment in their business. ITRI's spinoffs are less likely to come back in search for
further funding (to date ITRI has spun off 15 companies). One of the advantages of ITRI is that it
provides clients with a one-stop shop opportunity comprehensive of testing services. Overall, after
the success of the largest spin-offs (UMC, TSMC and Taiwan Mask) the perception is that it is

becoming more difficult to spin out companies.

In order to link up and aggregate regional industrial R&D capacity for value-adding development in
emerging industries, ITRI has been promoting industrial alliances and the clustering of regional
businesses (SMEs) from the same industrial chain. ITRI has set up an industry service platform and
service offices in northern, central, southern, and eastern Taiwan to assist any new business

opportunity that may present itself in those strategic alliances.

Facing fierce global competition, industries (evenin India) are in urgent need of upgrade assistance.
They need to acquire key technologies for products competing in the market, recruit and nurture
talents for increased R&D capacities, and collect investments for new and potentially competitive

businesses. ITRI integrates its technologies with corresponding intellectual properties of its own
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and from third parties to provide total solution business packages for industries. ITRI also promotes
the collaboration of domestic industries and international manufacturers to form strategic business
alliances. Further, ITRI is aggressively working to commercialize and industrialize its technology
innovation achievements. To do this, ITRI provides total solution packages that include such
services as new product development, fabrication technology optimization, patent consultation,

venture capital, government resource accessing, and operation management assistance.

Working with the industry, ITRI conducted 14,228 industry services in 2012, 73% of which were for
small and medium businesses. ITRI transferred 590 technologies to 640 businesses and promoted
1,065 business investments worth 25.2 billion NT dollars. To meet industry’s business development
needs, ITRI introduced prospective technologies and assisted in the integration of those

technologies into their existing operations.

3.5.5 Electronics and Telecommunications Research Institute (ETRI) (Korea)

The Electronics and Telecommunications Research Institute, Korea is a government-backed
research institute in Daedeok Science Town in Daejeon, Republic of Korea. ETRI makes contribution
to the nation's economic and social development through research, development and distribution
of industrial core technologies in the field of Information, Communications, Electronics,

Broadcasting and Convergence technologies.

South Korean experience with intermediate research organisations differs in many respects from
the case of Taiwan. The Korean Government also adopted robust technology-push policies. In the
electronics and advanced electronics domain, ETRI has played a fundamental role in executing the
government’s science and technology policy objectives and has made important contributions to

gradual build-up of the country’s strengths in information and communication technologies.

As of 2008, ETRI had about 3,000 employees where about 2,000 of them were researchers.
Established in 1976, ETRI is a non-profit government-funded research institute that has been at the
forefront of technological excellence for more than 25 years. ETRI has successfully developed
information technologies such as TDX-Exchange, High Density Semiconductor Microchips, Mini-
Super Computer (TiCOM), Digital Mobile Telecommunication System (CDMA), and High Speed Data

Transfer at 3 Gbit/s rate with 12 patents to its credit. The main functions of ETRI include:

Creation, development and dissemination of knowledge and technology required for the
development in the field of information, telecommunications, electronics, broadcasting

and related convergence technology.
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Information security and standardisation of information, telecommunications, electronics,

broadcasting and related convergence technology.
Training professionals in the field of science and technology.

Technical consulting and providing technical information for the industry in the field of
Information, telecommunications, electronics, broadcasting and related convergence

technology.

Cooperation with domestic and foreign institutions in the field of Information,

telecommunications, electronics, broadcasting and related convergence technology.

ETRI has also been under increased pressure to generate income through contracts from industry.
One of the difficulties appears to be the perception that it operates quite far from market
applications and progress is slower than in large companies’ R&D divisions. The traditional model of
economic development based on imitative strategies and reverse engineering is no longer sufficient
to sustain industries that have caught up with US and Japanese leading firms. As a conseguence, a
stronger focus on creativity is emerging in the Korean innovation system. Universities have become
competitors, and not only collaborators, of ETRI by virtue of their superior competence in
fundamental research. Moreover, large firms have grown to such extent that they no longer need
to rely on government agencies and public labs to build up or upgrade the foundations of their
technological know-how. They can choose to co-operate directly with universities, where staff costs
are lower than ETRI and job security higher. ETRI itself can operate as contractor of research and
subcontracts, for example, more basic research to universities and the production of prototypes to
other companies, including foreign companies. In this respect, ETRI still acts as a vehicle for

targeted government spending in its competence area.

Emphasis seems, however, to be shifting from a licensing-based to a spin-off model of revenue
generation for the original know-how produced or acquired and recombined by the Institute. This is
paralleled by increased focus on the role of ETRI in supporting SMEs, which is proving difficult. ETRI
backs spinoff companies with IP, technical staff and R&D support. It can also generate demand for
the new companies by purchasing technical services from the company or by securing government
contracts. Part of the internal process of venture selection involves ETRI showcasing technologies
that might be ready for market exploitation. Teams formed with ETRI staff can take up these ideas
and negotiate with the Institute requirements for starting up new business and shares of returns.
When revenues are generated from, for example, stock market flotation of start-ups, these are

reinvested in new spin-offs.
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3.5.6 Catapult programme (United Kingdom)
UK Government has provided structured support for innovation and technology development in
business for decades through a range of policy mechanisms. The trends based on the change in

policy focus have been summarised below for quick review:

During the 1930s and 1940s, the UK Government encouraged the establishment of
research associations that served the needs of specific industrial sectors. These operated
on a matched funding model, with government providing equal funding to industry in
support of research and technology programmes. Many of these Research Associations
were established as membership organisations, to generate more industrial funding, and
only provided services to their member companies. This effort was aimed more towards

consolidation of industrial research.

In the post-war period, technology and research investments had been made by Public
Sector Research Establishments (PSREs) in a wide range of sectors, including defence,

agriculture and animal health, transport and water to re-build economies.

UK Government promoted research funding for UK Universities (almost £2.8 billion in
2007-08). Later, the industry focus changed from generic R&D activities in favour of more
routine and commercially lucrative laboratory and technical consultancy services. Even
though Research Councils encouraged more commercially informed research through their
support for, and the establishment of, academic centres such as Innovative Manufacturing
Research Centres (IMRCs) adaptability was an issue. In parallel, these centres were faced
with additional challenge of gradual withdrawal of public funding from Research

Associations thereby witnessing a reduction in revenue.

Catapult Programme intends to help UK overcome the problem of translating the potential its
leading research into economic benefit, which has traditionally been an area where UK performance
has been relatively weak. To compete successfully in the global knowledge economy, UK
Government has identified innovation is vital growth booster. UK Government in 2010 decided to
invest 200 million GBP in a network of technology and innovation centres over the years 2011-
2015. The new network of centres is a transformational long-term strategic investment by the UK
Government to help generate economic growth by filling a critical gap in the UK's national
innovation landscape. Technology Strategy Board, UK's national innovation agency, was entrusted

with the responsibility of creating and overseeing the new facilities.
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Catapult programme aims to accelerate business innovation by building a bridge between UK's
world-leading research base and the companies, large and small, which are ambitious for growth in
technology-enabled markets. This is a fast-paced initiative with long-term benefit. Focusing on a
small number of areas, it will harness the UK's strengths, build capacity and generate the critical

mass needed to compete effectively in global value chains and high growth markets.

The technology and innovation centres create a new framework for long-term investment and joint
working between business and the UK research base, complementing the other programmes and
resources available to stimulate innovation. It aims to transform the resource available to
accelerate the translation of research into profitable products and services, and expect UK
businesses of all sizes to use the centres to find new opportunities to accelerate and reduce the risk

of product and service development.

The Catapult program main objective is summarised below:
Access to the best technical expertise, infrastructure, skills and equipment: These
resources will be used by companies, particularly SMEs, which can seldom afford these on

their own.

National Focus for joint work between businesses and the research base: Individual
centres will create a critical mass of activity which will benefit the entire sectors in which

they operate, and beyond.

Sustainability: The centres will attract work and engagement from a wide cross-section of
industry ranging from multinationals to small businesses, and will have the reputation to
work closely with the best universities and other technology organisations in the UK and
internationally. They will also act as connectors, sharing expertise between centres and

across research institutions.

Provide an innovative and entrepreneurial environment: Enabling the development of
new value chains and facilitating a variety of routes to the commercialisation of new
products, processes and services. They will have international reach, connecting with other
countries’ centres of business and research excellence, and building an international

reputation which will also help to attract inward investment.

Criteria for establishing centres
An essential part of the strategy to establish the new network was the adoption of the right criteria

for assessing and prioritising options for the focus of future technology and innovation centres.

89



Leading Practices Report for Haryana MSMEs

Across the UK there are many examples of different geographical groupings and physical clusters
of companies and research bodies which have an important role to play in innovation. An
assessment was done on where and in what technology areas to establish a centre, sector with the

maximum potential for economic impact or have impact on growth rate of innovative businesses.

The new centres occupy a distinctive territory. While there may be small clusters of businesses with
bright ideas in a particular area, it may be too early in terms of technological development to
establish a centre in that area. Equally, to justify a technology and innovation centre, a sector or
technology area, even if well developed, must demonstrate the potential for substantial growth -

and for a physical centre to make a powerful difference to the pace of innovation.
Therefore, the specific criteria to guide these decisions were:

Are the potential global markets which could be accessed through the centre predicted to

be worth billions of pounds per annum?
Does the UK have world-leading research capability in the area?

Does UK business have the ability to exploit the technology and make use of increased
investment to capture a significant share of the value chain and embed the activity in the
UK?

Can a proposed centre in this area enable the UK to attract and anchor the knowledge-
intensive activities of globally mobile companies and secure sustainable wealth creation for
the UK?

Is a proposed centre closely aligned with, and essential to achieve, national strategic

priorities?

These criteria formed the assessment framework for the many possible focus areas for these
centres. Location selection had also been selected based on readiness of UK business community

ready to benefit from such a technology and innovation centre.

Governance Structure
Technology Strategy Board, UK's national innovation agency, was entrusted with the responsibility

of creating and overseeing Technology and innovation Centres created under the Catapult program.

The Technology Strategy Board provides each centre with core funding and reviews their
performance under an agreement with the organisation or body running the centre. The agreement
thus:
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Provide sustainable long-term funding generally for a minimum of five years, with an
expectation of continuing for at least 10 years, subject to continuing satisfactory
performance and the future funding environment. This is to be complemented by long-term

business support.
Define the governance arrangements, remit and bounds for the centre.

Specify quarterly reporting requirements against agreed metrics and performance

measures and an annual performance review.

Specify aspects such as financial liabilities, step-in rights if appropriate, and equipment

ownership.

Encourage the centres to link with, and draw on the outputs of, the research base and other

centres.

Define the membership agreement for the network of centres covering branding,
networking communications, publicity, environmental sustainability and other common

aspects.
Outline the principles for intellectual property management
Require annual plans to be submitted and approved.

The partners under the Catapult program are the Advanced Forming Research Centre (based in
University of Strathclyde), the Advanced Manufacturing Research Centre (based in the University
of Sheffield), the Centre for Process Innovation (located in Wilton and Sedgefield), the
Manufacturing Technology Centre (sponsored by the universities of Birmingham, Loughborough
and Nottingham, and TWI Ltd), the National Composites Centre (based in the University of Bristol),
the Nuclear Advanced Manufacturing Research Centre (sponsored by the universities of Manchester

and Sheffield) and the Warwick Manufacturing Group (based in the University of Warwick).

Strategy for Technology and Innovation Centres
To have the right impact centres must be timely - working in the space between research and the
stage where the technology is part of specific business plans and, for example, venture capital is

available. They must work in the space between concept and commercialisation.

Technologies evolve through different phases and need different approaches to speed them along
- from connecting communities around embryonic ideas, through to demonstrator projects to
encourage wider take-up. There are often very high barriers to the adoption of a technology; for

example the need for long-term investment in capital facilities and technical expertise may be well
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beyond the funding ability and appetite for risk of businesses, especially SMEs. In such cases, and

at the right time, a technology and innovation centre will provide a powerful resource to help

businesses develop new products and services based on the innovative technologies made available

by the centres. (Refer Figure 11)

Timeliness and impact

Technology Strategy Board investments

.
>

Establish centre

Investment in infrastructure and
expertise needed to break down
barriers and accelerate

Impact

of technology & innovation centres

Research and technology

infrastructure established within
businesses, consuitancies and
contract research organisations

Clusters established

Venture capital and enterprise

technology adoption
9 P support available
Too early Too late
Research council programmes & institutes Time

radical concepts
emerging technologies

Figure 11 : Strategy for Technology and Innovation Centers in the Catapult programme

Broadly the strategy is currently focussed at investing only in those areas technology is more easily

commercialised with maximum economic impact.

Role of Technology and Innovation Centres

A technology and innovation centre provides a dynamic environment in which multi-disciplinary

teams from a diverse range of backgrounds can work together.

The role of a centre is to:

Enhance businesses access to leading-edge technology and expertise.

Reach into the research base for world-leading science and engineering.

Undertake collaborative applied research projects with business.

Undertake contract research for business.
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Be strongly business-focused with a highly professional delivery ethos.
Create a critical mass of activity between business and research institutions.
Provide skills development at all levels.

Funding and operation
Centres gain their funds from a mix of core Technology Strategy Board investment, and

competitively won business and public sector funding.

The typical funding model, which may vary through the life of the centre, can be expressed in
simplified terms one-third, one-third, one-third. This means that when fully established the centres

would generate their funding roughly equally from three sources:
Business-funded R&D contracts, won competitively.

Collaborative applied R&D projects, funded jointly by the public and private sectors, also

won competitively.

Core public funding for long-term investment in infrastructure, expertise and skills

development.

Core funding for each centre touched £5m to £10m a year - corresponding to an annual turnover
of around £20m-30m. Each centre, requires around £10m to £15m per annum from business to be
viable. Centres require substantial capital investment or equipment in order to provide access for
business to the best technical expertise, infrastructure and skills that would otherwise be outside
the reach of individual companies. They will be run with a commercial mind-set but with any surplus

being reinvested into the centre itself.

Stakeholders:
The key stakeholders who invested in centres to address objectives aligned with their core remit

are a range of public sector bodies. These include:

National Government/Devolved Administrations: A range of investments or co-

investments to develop a strategic capability or address market failure.

Technology Strategy Board: Supporting technology development and innovation for the
benefit of business, which includes national programmes of activity in which a range of

centres participate.

Regional Development Agencies: Focused on driving regional economic growth and

investing in centres as strategic drivers of this.
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Research Councils: primarily aimed at supporting excellent academic research, often with

a clear requirement to address business or societal needs or opportunities.
More details on the Catapult Programme can be seen at Annexure 9.1

3.5.7 Innovation Superclusters & Strategic Initiatives (Canada):
About SMEs in Canada:

Small and Medium Enterprises are the engine of country’'s economy and their success vital to
Canada's prosperity. The SMEs contribute to more than 30% of country's GDP. The SME
categorization is based on the number of people working the company. It is observed that more
than 99% of the companies in the country are SMEs and responsible creation of maximum number
of jobs in the market. Manufacturing is one of Canada's most important economic sectors,
employing 1.7 million people in a wide range of industries across the country and contributing to
10% of GDP. Manufacturers export more than $354 billion each year, representing 68% of all of

Canada's merchandise exports.

The majority of exports from Canada are to US followed by Europe. Over the past three years, there
has been steady growth of SMEs in the country. Canada manufacturing industry is currently in a

transition phase as the SMEs are entering into a technology revolution.

Challenges Faced by SMEs in Canada:
Canadian SMEs face a plethora of challenges which are comparable to the challenges faced by
MSMEs in India. A few current challenges that are being faced by the SMEs of the country which

need to be addressed for better growth prospects are listed

The online business sector is under developed. Currently, only 17% of SMEs are selling their

products online and 40% of companies have their own websites.

There is no access to new customers to increase the market share. The country is heavily

dependent on the US and have not explored the options of exporting to the other countries.

The ability to adopt to new and intelligent machinery and productivity systems. There is no

system for continuous improvement exercises.

Lack of skilled workforce. The SMEs are not able to recruit and retain high quality

workforce.

Developing new products is a challenge as there is no proper research and development by
the SMEs.

94



Leading Practices Report for Haryana MSMEs

The purchase of new innovative technologies is a challenge as access to finance is an issue.

Canada's Innovation Superclusters:
The Canadian government realized the above mentioned challenges and is setting up the 5
innovation superclusters where 10 units in each cluster will work on technology leadership,

partnerships for scale, skilled talent pools, access to innovation and global advantage.

The Innovation Superclusters Initiative is investing up to $950 million to support business-led
innovation superclusters with the greatest potential to energize the economy and become engines

of growth.

This initiative is a first of its kind for Canada, fostering stronger connections—from large anchor
firms to start-ups, from post-secondary institutions to research and government partners—and

opening the door to new forms of industry partnership.

It represents a significant commitment to partnering with industry and supporting the success of

leading domestic and global companies that choose to innovate in Canada.

The following are the top 5 clusters which are selected as part of super cluster initiative (Refer
Figure 12):.

Figure 12: Supercluster Initiative in Canada

These clusters shall be implemented over a period of 5 years across five themes such as technology
leadership, partnerships for scale, diverse and skilled talent pools, access to innovation and global
advantage. The funding for each cluster for implementation of five themes varies between $150 -
$250 million.
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Other Key Initiatives and Leading Practices for SMEs by the Government of Canada:

1.
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Strategic innovation fund

This fund allocates repayable and non-repayable contributions to firms of all sizes across all of
Canada's industrial and technology sectors. The program has a budget of $1.26 billion over
five years. It consolidates and simplifies the Strategic Aerospace and Defence Initiative,
Technology Demonstration Program, Automotive Innovation Fund and Automotive Supplier

Innovation Program.

. Encourage SME growth through procurement

The Canadian government is launching USD 100 million procurement program dedicating its
procurement through start-ups.

Food Development Centre (FDC) -Manitoba

FDC is fee-for-service special operating agency under the Manitoba Agriculture authority. It is
recognized as global centre of excellence for development and commercialization of food
products. The Food Development Centre is part of the Manitoba Agri-Health Research Network
(MAHRN) in partnership with Canadian Centre for Agri-Food Research in Health and Medicine
(CCARM) and Richardson Centre for Functional Foods and Nutraceuticals (RCFFN). The Food
Development Centre's pilot plant is federally registered for meats, processed products, organic
foods with global processing and quality standards.

Investment in clean technology

The Canadian government is funding USD 25 million in a three-year time line for adoption of
clean technologies through investments in, and promotion of precision agriculture and agri-
based bio-products.

Promotion of agri food industry

The Canada government has set an export target of USD 75 billion by 2025. Currently, the agri-
food exports are about USD 50 billion annually. Canada aim to target 8% global market share
by 2027.

Focus on fostering innovation in aerospace sector

The aerospace industry is one of the most innovative industries in Canada as it provide over
2.1 lakh jobs. The Canadian government had announced that it will provide USD 372 Million to
Bombardier for developing long term competitiveness. This shall lead to new manufacturing
platform and enable the country to maintain a competitive position in global supply chain.

Reduction in tax rate
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The Canada government is in the process of reducing the tax rate on the small and medium
business to 9% by 2019. With this initiative, the average small business in Canada shall have an
additional 1600 dollar per year to reinvest in new equipment and job creation.

Support in advanced manufacturing

Government created the $200 million Advanced Manufacturing Fund to support new and
innovative products or production methods in all of Ontario. The program invests in advanced
manufacturing in Ontario and contributes directly to an innovative and sustainable

manufacturing base that will continue to be an important economic driver for prosperity.

Key Learnings for Haryana MSMEs from Canada

Integration R & D components under State Mini-Cluster Scheme: Canadian and Indian
MSMEs display a commonality in terms of the nature of challenges they face. Haryana
Government can transition its focus to R & D under the Mini-cluster scheme. Given that
already 20 clusters are underway under this scheme, the Government of Haryana can
couple and make funding for the same, contingent on the incorporation of R & D
components within the respective clusters.

Incentivization of Innovation: A key learning from the Government of Canada's
interventions targeting SMEs appears to be the focus on incentivizing and supporting
innovations among SMEs. The strong and robust network that exists between anchor
units, start-ups, government institutions, academia and research bears testament to the
comprehensive and dynamic approach followed in the development of SMEs in Canada.
Focus on Aviation/ Aerospace: Given the upcoming Air hubs in Haryana (Hisar being the
most recent development), the Haryana Government can follow in the footsteps of
Canada and augment the capabilities of this industry. Augmenting innovation in this
sector ought to be a key priority for the Government of Haryana.

Sustainability in Manufacturing: Besides providing strategic pool funding and other
forms of support to SMEs, a key learning for Haryana could be the focus on inculcating
sustainability into the manufacturing base and the use of clean technology in
manufacturing especially in certain sectors (agro based processing etc.).

Food Development Centre: On the lines of Food Development Center at Manitoba
(Canada), the State Government of Haryana can come up with Food Development Centre
(FDC) in Haryana through a MoU between GoH and the FDC, Province of Manitoba. A

Food Development Centre in Haryana will enable farmers and agri-entrepreneurs to:
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1. Utilize local commodities and crops to create market ready food products.

2. Access expertise in process and product development.

3. Respond to Haryana's increasingly health conscious consumers, who are
seeking food products that promote good health and wellness.

4. As aleading producer of agriculture and allied products, the opportunity of food
processing of high value-added products is tremendous, in Haryana. Given this
strong growth potential for food processing in the state backed by strong
demand/consumer base and resource abundance, there is a need for
technology and infrastructure push through which can be made through a Food
Development Centre for value addition / commercialization of food products
and increasing the use of local ingredients for food through value-addition.

5. The leading agriculture and horticulture production zones in Haryana (Refer
Figure 13) along with the value-added products that can be targeted under the

Food Development Center initiative include the following.

Food Grains Hub

Rice Flour, Rice Bran oil,
Parboiled Rice, Rice
Flakes

Herbs and Spices

Ginger paste, Chili Sauce,

Pickle, Turmeric Dried
Rhizomes, Curcumin

Horticulture Hub-Fruits

Jam, Jelly, Candy, Pulp,
Juice, Pickle, Mango,
Frozen, Squash

Fishery, Dairy and Poultry

Meat Processing, Egg
Powder, Canned Fish,
Piggery, Cheese

Figure 13: Leading Agricultural Zones in Haryana
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Key Learnings for Haryana MSMEs-Innovation & Innovative Capacities of MSMEs

The innovation systems that Fraunhofer-Gesellschaft, InnoRegio, IMEC, ITRI, ETRI, Canadian
Superclusters and the Catapult Programme represent have a strong focus on innovation to create

commercial technologies in collaboration with industry and governments. In the above context;

Need for Aligning with applied research/ projects: Limited focus on innovation and
technology upgrade by MSME is perhaps a result of inadequate alignment with applied

research organisations and projects.

Multi-faceted and Balanced Personnel: Portion of staff may not be qualified scientists,
industry experts or have deep research experience in the MSMEs, unlike Fraunhofer-
Gesellschaft, IMEC, ITRI and ETRI which have considerable representation from the
industries and universities. This balanced representation is beneficial as there is constant
exchange between resources moving into industry segment and returning to innovation

and incubation centres.

Industry partnerships: Currently, the focus is on providing skill up-grading or
technology courses which are more in demand by MSMEs or industry at large. MSMEs
may not have the right skills to promote and safequard market leadership, and lead firms
are ahead of many MSMEs’' current capability. This has been leveraged by ITRI or
Fraunhofer-Gesellschaft to create partnership with leading firms in the industry for

contract research generating sustainable source of revenue.

Technology Trends Analysis: Current business focuses more on ‘As-Is’ technology
transfer with limited focus on defining technology trends most relevant in specific
industry and very limited capability for carrying out applied research to develop
technological innovation and novel system solutions. MSMEs scope and mandate does
not cover “integration of the scientific community as a whole with industry trends" which

can lead to more profitable revenue in terms of patents, royalty, spin-off etc.

The specific needs of MSMEs varies according to the innovation system and economic and social
landscape of the countries they operate in. MSMEs in Haryana State can learn the lessons from

the above presented examples:
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Bridge gap between industry and discovery: Strong rationale exists for bridging the gap

between academic discovery and commercial market viability.

Leverage Strengths: It is common to be focused on sectors or technologies which
capitalise on local and national strengths rather than have a wider spread of institutes in

many technology or sectorial fields.

Horizontal Movement of Personnel: Transfer of workforce from the academic and

private sector may be considered through joint research programs.

Commercialize Partnerships: MSMEs should aim at evolving their applied research and
technology innovation capability by aligning with applied research institutes to cater to
additional income from public and private sector contract research, and through the

commercialisation of IP.

Brand-building: A strong singular brand may be built to reinforce networks of MSMEs by
making them an attractive partner to the private sector and for international

collaborations.
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4.1 Public-funded and Private-led interventions on Entrepreneurship /

Innovation

MSMEs play a key role in developing countries as they typically account for more than 90% of all
firms outside the agricultural sector, constitute a major source of employment and generate
significant domestic and export earnings. As such, SME development emerges as a key instrument
in poverty reduction efforts. SMEs, due to their size, are particularly constrained by limited access
to finance, cumbersome procedures in setting up, operating and growing a business, poor state of
infrastructure and lack of effective institutional structures. The removal of these constraints is a
daunting task calling for holistic SME support, i.e. an enabling environment for SME development

consisting of functioning macro, meso and micro-level institutions.

Development of an effective business support system is also a key condition for the success of both
trade and investment capacity building. It requires business support agencies (including financial
institutions), which are customer-oriented and which have a demonstrated capability of penetrating
the SME sector. The facilitator of the linkage between the SMEs and business development system
can be an independent actor, such as a donor or a government institution in the Public or Private

Realm, a few practices of which are outlined (Refer Figure 14).

North East Competitiveness
and Employment, UK

Small and Medium Enterprises PASS (Perfumes Flavours

Administration (SMEA), Taiwan Fragrance and Scents)
Competitiveness Cluster,

Public-Funded Interventions

Upper Austrian Food Cluster France

(LCOO), Austria ) )
.. . . Unilever: Manufacturing

Bio Bio Region, Chile Sustainability

Japan Finance Corporation Improvement Programme,

(JFC), Japan Vietham

Manufacturing Extension
Partnership (MEP), U.S.

Thai Tanning Industry
Association (TTIA), Thailand

SUOI1UDAI91U| Poj-91eAlld

Figure 14: Public & Private-led Interventions
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4.2 Public-Funded Interventions on Entrepreneurship/ Innovation

In this section, some examples of leading Programmes and Schemes for SME / MSME development

across the world are presented, with the purpose of identifying relevant learnings for MSMEs. These

are:
1. North East Competitiveness and Employment, UK
2. Small and Medium Enterprises Administration (SMEA), Taiwan
3. Upper Austrian Food Cluster (LCOO), Austria
4. Bio Bio Region, Chile
5. Japan Finance Corporation (JFC), Japan
6. Manufacturing Extension Partnership (MEP), U.S.
7. Thai Tanning Industry Association (TTIA), Thailand

These leading practices are discussed in the following section, and key learnings for the Haryana

MSME ecosystem are outlined at the end of each of the above examples.

4.2.1 North East Competitiveness and Employment (United Kingdom)

Situation prior to the launch of the programme

The North-East UK economy has traditionally lagged behind the UK average. But, within the context
of a strong UK economy since year 2000, there have been signs that the region has at last begun
to turn the corner. More recent data on Gross Value Added (GVA) suggested that the region’s
economy had been growing faster than the UK, for the first time since the recession of the early
1990s. This provided a strong basis on which to build, and to address the underlying structural

barriers to greater economic opportunity in the future.

The North East has had a greater dependence on manufacturing and public services in terms of
contribution to GVA than England. Despite a slightly larger than average share of manufacturing
where GVA per employee is above the national average, the North East's average labor productivity
has been relatively low across construction and most service sectors which have accounted for most

of the employment created in the region.

Further progress needed to be made in creating employment opportunities for the region’s working
age population to relatively high levels of unemployment, labor market inactivity and social and
economic exclusion. While the North East had experienced a higher rate of decline in unemployment
and the number of people classed as economically inactive in comparison to England as a whole,
the proportion of people aged 16 years or over who were classed as economically inactive had been

significantly higher than the English average.
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Manufacturing jobs, which are usually associated with relatively high Gross Value-added (GVA) per
job, have been declining, though this is not unique to the North East. Decline has been most
prominent in lower added-value activities such as textiles. Although the North East has traditionally
had a higher representation of jobs in manufacturing than the English average, this trend has been
changing, with a fall in the proportion taking manufacturing representation closer to the national
average. The shrinkage of traditional manufacturing in the North East emphasizes the need to
develop higher value-added products and services using the region's science and technology

strengths.

Between 1998 and 2003 R&D in the North East as a proportion of GVA was half the England
average. Overall R&D expenditure in the North East has traditionally been low. For the region to
develop competencies in high value adding sectors, greater investment in R&D was required to
enable businesses to explore new markets, develop process and product innovations, improve

efficiency and raise productivity levels.

Key issues addressed
The European Regional Development Fund regulation, published in July 2006, states that the

European Regional Development Fund should primarily focus on the following three priorities:
Innovation and the knowledge economy
Environment and risk prevention
Access to transport and telecommunication services of general economic interest

There are additional two priorities, which, according to the ERDF regulation, may be taken up by

programmes under the Regional Competitiveness and Employment Objective. These are:
Interregional cooperation
Sustainable urban development

The Global Objective of the programme will therefore be pursued through a strategy comprising

three Priorities weighted as follows and discussed in the following section (Refer Figure 15):
Priority One: Enhancing and Exploiting Innovation (53.5%)
Priority Two: Business Growth and Enterprise (43.5%)
Priority Three: Technical Assistance (3%)

The challenge of future economic development is to create wealth while reducing environmental

impacts. Strong growth in the regional economy will present environmental challenges, notably in
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conserving a more heavily used natural environment and in managing resource use and CO2
emissions caused by increased use of private transport. The North East has substantial capacity to
develop the renewable energy sector, which represents both an economic opportunity (business

growth/start-up potential) and environmental opportunity (clean and lower carbon energy).

Programme Priorities

43.5
53.5

Enhancing and Exploiting Innovation Business Growth and Enterprise

B Technical Assistance

Figure 15: Programme Priorities

A number of key sectors have been identified for the targeting of support in the Regional Economic
Strategy (RES) for North East, with the selection criteria based on the contribution to GVA and
employment, the future growth opportunities they present and/or the potential to increase levels
of participation. The key manufacturing sectors identified are Automotive, Chemicals and
Pharmaceuticals, Defense and Marine, Energy and Food and Drink. Four sectors within Services
have also been prioritized: Knowledge Intensive Business Services, Tourism and Hospitality,

Commercial Creative and Health and Social Care.

The ERDF Programme (2007-2015) provided an excellent opportunity for the North East of England
to further progress its economic development, through priorities determined by the region itself

and defined by a strong regional partnership drawn from all parts of the region.

The North-East Competitiveness Operational Programme will by 2015 have made the region a more
cohesive, ambitious and attractive place in which to invest and work based on the creation of a

modern, innovation focused economy that is well placed to exploit the economic and social
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opportunities associated, in particular, with energy efficiency technology and renewables that
contribute towards a healthy environment and smart, sustainable and inclusive growth. It will
strengthen the region’s entrepreneurial culture and grow the region’'s business base resulting in an
outward facing regional economy and society that is self-reliant and confident of its ability to

compete in the global market place (Programme vision).

The region needs to achieve a step change in economic performance if it is to raise its prosperity

and achieve the targets set out within the Regional Economic Strategy. That is:
To raise the region’s GVA per head from 80% to 90% of the national average.
To get between 61,000 and 73,000 more people in the region into work.
To create between 18,500 and 22,000 new businesses.

Within the main priorities, the following fields of action have been defined in order to achieve the

targets and the overall programme vision:
Priority 1: Enhancing and Exploiting Innovation:

The focus of this priority is to promote and embed ‘opportunity’ by advancing science, technology

and innovation within the region’s business base and broader communities.
Fields of action:
Investment in Innovation Connectors.

Reclamation and preparation of sites and associated infrastructures, including

management of environmental risks and opportunities.

Premises and capital works associated with exploitation of innovation, science and energy

(including site specific energy related infrastructure).

Community awareness and engagement actions related to science, energy, technology and
innovation agenda and promotion of employment opportunities linked directly to

Innovation Connector projects.

Innovation focused, tailored support geared towards the needs of groups of or individual

SMEs with high growth potential and their supply chains.

Network facilitation to enhance cooperation between SMEs in key sectors.
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Revenue actions by Centers of Excellence and Innovation Connectors in delivering
technology support to key sectors, including support with the development of new products

and processes.
Financial and technology support for the development of new products and processes.

Reclamation and preparation of sites and associated infrastructures, including
management of environmental risk and opportunities (including site specific energy related

infrastructure).

Premises and other capital works aimed at unlocking the growth potential of innovation

and technology led sectors.

Associated environmental improvements.

Exploitation of Science base.

Support for research into commercial feasibility of scientific and technical innovation.
Direct support to SMEs to build capacity linked to science and design base.

Financial assistance with working capital and investment.

Investment in Innovation Connectors

Support for innovation and technology-led sectors

Exploitation of Science base

Priority 2: Business Growth and Enterprise:

In order to address the relative underperformance of the North East in terms of business formation

and sustainability the focus of this priority will be to address ‘need’ by developing the enterprise

base of the region, in particular in disadvantaged parts of the region, and to support a more

dynamic, growing business base across the region as a whole through;
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Cultivating and sustaining enterprise (including social / community based enterprise) in

particular, but not exclusively, in disadvantaged areas.

Enhancing the competitiveness and growth of existing SMEs (including social / community

based enterprises).

Cultivating and sustaining enterprise (including social / community based enterprise) in

particular, but not exclusively, in disadvantaged areas.
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Support for the development of an entrepreneurial culture in disadvantaged areas, in
particular amongst young people, promoting enterprise as an alternative career path,
including through the provision of packages of support, opportunities to research and test

out ideas, coaching and mentoring provision.

Support to start-up business, including social enterprise, including pre-start-up guidance
and advice, assistance with business planning, business systems and processes and

assistance with exploitation of ICT applications including e-commerce.

Large scale investments in strategic sites and premises aimed at unlocking the employment

potential of disadvantaged areas.

Enhancing the competitiveness and growth of existing SMEs (including social / community

based enterprises).

Specific initiatives to improve productivity, including support with environmental

management actions such as energy efficiency and waste minimization.

Large scale investments in strategic sites and premises linked to targeted economic

sectors.

Individualized advice, information and diagnostic services including account management
for SMEs with identified growth potential. ERDF will extend range of business solutions

available to regional SMEs.

Actions to promote sales growth, including through promoting supply chain development,
actions to help SMEs take advantage of the liberalization of public procurement, assistance

with exporting and other internationalization.

Financial assistance with working capital and investment, building on the region's

experience with financial engineering in current programme.

Key stakeholders of the programme

European Regional Development Fund (ERDF): ERDF is allocated by the European Union.
ERDF invests €375.7 million in the programme

Department for Communities and Local Government, UK Government

Government Office for the North-East Competitiveness and Employment ERDF Operational

Programme

Key achievement of the programme
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The programme was evaluated thoroughly mid-term in 2011. The Programme is well designed and
has been implemented effectively to this date. Key achievements mentioned here are based on this

evaluation.

IT is important to mention that the programme was developed prior to the recession. The region
suffered harsher business environment, credit crunch and business cash flow issues (and the knock-
on effect on business confidence) during 2008-2010 and the recession made many local businesses
risk averse in terms of their growth plans and when it comes to making new investments. A major
issue for SMEs since the start of the downturn was access to finance as banks became increasingly
unable or unwilling to lend to SMEs and credit terms became more onerous. Credit conditions have

improved, although the volume of lending continued to be lower than before the recession.

With respect to outputs and results, the Programme to mid-term has prioritized contracting for jobs
created and businesses created; two key programme indicators, although perhaps the most
challenging to achieve in the current economic climate. The Programme has made good progress
on businesses created (46% of overall programme target already achieved), especially in

disadvantaged areas (target already exceeded).

The Programme has successfully used ERDF to increase the scale of existing major regional
business support programmes, building on existing structures rather than create new ones, and
helping to foster efficient management and delivery of ERDF activities. Support for local enterprise
programmes has enabled the Programme to target support on underperforming parts of the region,

fostering the equitable allocation of ERDF resources.

There has been significant progress in providing advice and guidance to existing SMEs and start-
ups (and individuals wishing to set up a new business). At the end of 2010 this type of business

support accounted for two thirds of the total ERDF spent across all projects.

Key Learnings for Haryana MSMEs- North East Competitiveness and Employment (United

Kingdom)

MSMEs in Haryana and in India can learn from the experience of the North-East Competitiveness

and Employment ERDF Operational Programme in the below mentioned areas:

Alignment of Program Strategy with Regional Context: The importance of aligning
program strategy with local regional economic strategies to encourage local
engagements, benefit from existing initiatives and infrastructure and ensure benefit

realization for regional government, as well as for the programme.
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Job Growth Augmentation: Support direct efforts to link job growth to areas and/or
groups of people where there is a need to increase economic participation. Especially
focus on support for people in areas of high unemployment to benefit from jobs being
created in the wider economy the regional economy or direct support for employment

creation in areas of need.

Policy Strategy: The time lags associated with land and property schemes will need to
be carefully considered, as should the risks of depending on a property market which is

subject to continuous change.

4.2.2 Small and Medium Enterprises Administration (SMEA) (Taiwan)

Context in Taiwan

In the nineties, Taiwan gradually lost its competitive advantage in labor-intensive products with low
added value. The government thus promulgated the Statute for Small and Medium Enterprise
Development, along with the Statute for Upgrading industries and the Six-year National
Development Plan. In 1997, the SMEs Protection Clause was incorporated into the Constitution,
and the government began to pay more attention to the survival and development of SMEs. Public
construction was stepped up, and tax incentives were used to stimulate R&D, manpower training,
the automation of production and pollution prevention. SMEs gradually upgraded or transformed
themselves so that they became more knowledge-intensive, technology-intensive and innovation-

intensive.

The arrival of the knowledge-based economy era, aided by the application of the Internet, e-
commerce and IT, has provided SMEs with a new operating model and has enhanced the speed and
efficiency of business operations. Since January 2002, when Taiwan joined the WTO, the economic
environment has become more liberalized, making Taiwan a part of the global industrialized system.
The 2008 Challenge includes the promotion of innovation-oriented industrial policy, the creation of
R&D centers in Taiwan by foreign corporations, the setting up in Taiwan of local innovation and
incubation centers for SMEs, the establishment of the Nankang Software Incubation Center,
Southern Science Incubation Center, and Nanking Biotech Incubation Center. The ultimate objective
of all these projects is to lead SMEs towards a high value-added industrial era featured by

innovation, invention, and R&D.

Key issues addressed

Some of the key issues that SMEA focus on are:
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The need for appropriate guidance to SMEs in key areas, addressing real needs and

challenges.

The need for service across the board, provided by a unit that is decisive and respond

rapidly.

The need for close collaboration between SMEs and other central government agencies,

with local government and with specialist service agencies.

The need for a clearly formulated plan objectives for SME development in Taiwan that are

being reviewed on a regular basis.
Effective use of both internal and external resources to achieve synergy in the SME sector.

Furthermore, SMEA is positioned to serve as a support for SMEs, engaging in rapid and effective

integration of resources and helping SMEs to enhance their competitiveness.

In line with the changes taking place in Taiwan's industrial structure, the Administration is also

required to undertake work in the following areas:

The provision of support for entrepreneurial activity and innovation, coordinating the

provision of financing for new start-ups, and coordinating incubator operation.

Helping SMEs to adopt information technology, and providing guidance with respect to

computerization.
Reinforcement One-stop Service Center to help solve funding difficulties.

SME Financing Service Team project - assisting in the establishment of a sound accounting

system and in capital funding.
Micro Enterprise Start-up Loan Promotion Program.
The SME Credit Guarantee Fund and to the Assistance Fund related matter.

Main components of the SMEA
The vision of the SMEA is to create an environment beneficial to the establishment and growth of

SMEs. The main operational areas are described below:
Creating a healthy environment for the development of SMEs:

Creating a healthy environment for the development of SMEs includes coordinating, reviewing and
modifying regulations concerning SMEs, providing needed information on regulations and
consultative services, safeguarding the rights of SMEs, planning and building a management system

for evaluating the Small and Medium Enterprise Administration's performance, promoting an
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objective mechanism for the evaluation of management and performance, conducting various

research projects and surveys, and building a quality operating environment.
Strengthening the SME's management guidance function:

SMEs are the foundations of economic development. With their great flexibility, they can create
economic miracles. In recent years, due to the rapid domestic and foreign politico-economic
changes, SME operations become difficult. In light of this, the administration aims to provide
guidance appropriate to SMEs' needs in the areas of operational management, financing, mutual
assistance, and the development of industries with local characteristics, etc. In this way, it can offer
SMEs comprehensive management guidance to help them strengthen and upgrade themselves. For
example, SMEA is in charge of hosting meetings on the status of 11 SME assistance systems. Each
year, a national SME development conference is held to formulate SME development policies. Each
qguarter, an SME assistance system working meeting is held to coordinate and consolidate the

assistance functions.
Building a Platform for Enterprise Start-up and Incubation:

To develop the innovation and entrepreneurial capabilities of SMEs, SMEA endeavor to build a
platform for enterprise start-up and incubation. This includes building an innovative support
mechanism for starting an enterprise, creating a knowledge-based platform to start an enterprise,
various incubation mechanisms, developing the funds and human resources needed to start an
enterprise, participating in international affairs and providing support to SMEs in terms of starting

an enterprise.
Enhancing SMEs' information Technology Capabilities:

The degree of information and communications technology (ICT) adoption varies greatly among
SMEs. In an effort to help transform, modernize, and encourage innovation for SMEs, it is imperative
to introduce ICT to SMEs in an effort to expand their market opportunities and enhance their
competitiveness. To achieve this goal, SMEA provides a number of services, including
implementation of basic infrastructures, ICT applications, e-commerce, ICT training, and utilizing
ICT to encourage and facilitate innovation in businesses. The Administration also provides guidance
in the areas of information management, enterprise computerization, quality upgrading and
implement the Plan of "e-Business service team" for the SMEs, "Bridging the Digital Divide of the
SMEs Project", etc., promoting the use of knowledge management applications, so that the SMEs'

ability to make effective use of information technology can be significantly enhanced.
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Integrating the SME financing mechanism:

In order to build up communication channels between SMEs and the SME Credit Guarantee Fund or
the financial institutions and assist the SMEs to achieve perpetual development, SMEA carry out
our mission through several programs and services. This includes raising SMEs' financial
management ability, establishing proper accounting systems for SMEs, and consolidating Credit
Guarantee Funds, Small Business Integrated Assistance Center and private-sector investment
resources to assist SMEs in obtaining investment and financing funds and credit guarantees in order

to open financing channels for SMEs.
Strengthening quality management capabilities:

In order to assist SMEs in implementing quality upgrade and strengthening their quality
management capabilities, SMEA have been providing quality improvement guidance for industry
clusters in individual industries, helping them to conform to international environmental
regulations, and providing SMEs with the guidance they need to secure relevant certifications,
which in turn will help them to secure contracts from leading international companies. SMEA have
also been working to promote quality awareness, and to encourage the adoption of new quality

management methods and concepts.
Promoting mutual assistance and collaboration:

The purpose of mutual assistance and collaboration guidance is to promote of mutual assistance
between enterprises. SMEA is seeking to expand the promotion and collaboration between SMEs,
so that SMEs can share operational resources and work together to develop new products and new
technologies. This will help SMEs to develop new market opportunities. Furthermore, SMEA makes
use of existing industry cluster resources to provide guidance for the establishment of sound
enterprise networks, strengthen collaboration between companies in the same cluster, and upgrade

overall management capability.
Promoting local culture industries:

In order to help local culture industries to develop value-added products and services based on their
"unigueness", SMEA has launched a series of guidance projects to stimulate the growth of local
cultural enterprises. Through providing these projects and services for local feature industries and
small community enterprises and assisting businesses in using existing resources with leisure and

tourism events to develop and promote business features. SMEA also encourages the development
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of innovative local SMEs in rural areas in order to integrate industries with local characteristics, and

thereby improve local industries and encourage innovation and industrial development.
Encouraging SMEs to strive for growth:

To select the superior SMEs, SMEA organize the National SME Award, the Rising Star Award, the
SME Innovation Research Award, the Golden Book Award, and the Superior Guidance Service
Personnel Awards, with the aim of creating a first-class image through these awards, encouraging
SMEs to strive for further growth, and spreading successful experiences far and wide for other SMEs

to learn from.

Key stakeholders
Ministry of Foreign Affairs

SMEs in Taiwan

Key achievements of the SMEA

In order to help SMEs to enhance competitive strength, besides helping SMEs to upgrade and
transform their businesses, SMEA has encouraged SMEs to engage in innovation and R&D, enhance
technical standards, strengthen operational and quality management, increase operational
efficiency with IT, and create higher added value. Regarding the capital financing needs of SME
development, besides aggressively providing them with financing guarantees and strategic project
loans, SMEA have arranged consultation and diagnostic services through financial service teams.
In order to encourage SMEs to utilize local resources and development characteristics, SMEA
promotes projects related to the One Town One Product (OTOP) and integrated local association

tourism resources to promote the development of local characteristic industries.

The performance of SMEs has improved largely the past years. In 2011, the number of enterprises
was 1,279,784 accounting for 97.63% of the total enterprises in Taiwan. This figure represented
an increase of 31,786 enterprises (2.55%) compared to 2010, which was the highest level it had
ever reached. Moreover, SMEs' sales total NT$11,226.9 billion, representing 4.84% up from 2010,
a better performance than large enterprises. SME employed total 8,337,000 people, accounting

for 77.85% of the total employments, was also higher than 2010.

Key Learnings for Haryana MSMEs- Small and Medium Enterprises Administration (SMEA)

(Taiwan)

The way the Taiwanese government manages and supports SMEs has proven to be very effective

in terms of improving the growth and competitiveness of SMEs in Taiwan. The initiatives SMEA
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has taken in order to make SMEs engage more in innovative activities as well as R&D can be

relevant for the State of Haryana and India to replicate.

MSMEs in Haryana can be inspired by several of SMEA's initiatives:

Start-up and incubation: India also needs to build a stable platform for enterprise start-
up and incubation as this will develop the innovation and entrepreneurial capabilities of
Indian MSMEs.

MSME management: MSMEs are the foundations of economic development, but
company operations can be challenging. In order to ensure effective management that
lay the basis for growth, India needs to assist and educate MSMEs on management

issues.

Quality upgrade: In order to secure certifications and business contracts MSMEs must
obtain and sustain a certain level of quality. The Indian authorities can provide quality
improvement guidance and promote quality awareness to encourage better quality

management of MSMEs. This will in turn result in growth and profitability.

Finance assistance: Indian MSMEs has a need for communication channels between
MSMEs and relevant financial institutions that authorities can supply and maintain, in

order to achieve perpetual development.

Information management: To help transform, modernize, and encourage innovation for
Indian MSMEs, it is imperative to introduce ICT to MSMEs in an effort to expand their
market opportunities and enhance their competitiveness. Some components are basic
infrastructures, ICT applications, e-Commerce, ICT training, and utilizing ICT to

encourage and facilitate innovation in businesses.

Mutual assistance and collaboration: Mutual assistance and collaboration between
enterprises is crucial to the success of clusters and SME growth and development. One
way to encourage this is to provide guidance for the establishment of sound enterprise
networks, strengthen collaboration between companies in the same cluster, and upgrade

overall management capability.

Local Culture Industries: Identifying and supporting industries which are rooted in local
factors such as resource availability, history, and cultural ethos. Such as handicraft,

Leather & Footwear, Welding, etc.
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4.2.3 Upper Austrian Food Cluster (LCOO) (Austria)
Situation prior to the launch of the programme
Traditionally, the province of Upper Austria can be characterized by:

Long industrial tradition in manufacturing, primarily based on metal and steel.

Disproportionate large share of machinery, transport, and mining compared to the

Austrian industrial structure.

Significant structural adjustment process in the eighties following a severe crisis of the

large state-owned companies.
Farming as an integral part of the cultural identity in the region.

Despite structural problems, the region’s economic performance has been above the Austrian
average in the post-war period. The recovery after the economic crisis in the 1990s was successful.

At present, Upper Austria is one of the provinces of Austria with the best economic performance.

Consequent development of clusters has been an essential part of the Upper Austrian cluster policy
for the past almost 20 years, with the aim to boost the innovation efficiency of the companies when
cooperating with other firms in their areas. In accordance with the state's line-up of major
industries, seven single-sector clusters and five multi-sector networks have been founded since
1998. This clusters initiative's motto was "achieving innovation through cooperation and
competence”. The initiatives have by now joined together some 1,600 partners. These are largely
companies that are active in the automotive, plastics processing, furniture and wood-based
construction, medical technologies, mechatronics, environmental technologies, eco-energy and
food processing sectors. Some 85% of them are SMEs. To further enhance the power to innovate
possessed by Upper Austria’s people and companies, multi-sector networks have been set up in the
areas of human resources, logistics and design and media. The cluster and network initiatives
initiate and coordinate the working relationships linking companies and R & D facilities. This
strengthens the ability of companies and of their sectors to compete. Animportant thrust is meeting
the needs of the state's SMEs.

Key issues to be addressed

The Upper Austrian Food Cluster (LCO0O) was founded in 2000 as part of the “Upper Austria 2000+
Strategic Programme". The objective of this programme was to “establish strategies and measures
for the Upper Austrian region in the three areas of technology, vocational qualifications and location
marketing, in order to secure the spending of the funds according to their allocation. The results are

oriented towards the year 2000 and the subsequent period”.
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Within the food industry the following issues were to be addressed through cluster development:

Development of foods with specific benefits for the consumer (convenience food,

functional food, organic food).

Research of the processing characteristics and possibilities of use for traditional local raw

materials and additives of their effects.

Development of quality and hygiene standards for raw materials and additives, and for

packaging materials.
Innovation in storage and packaging technologies.

Main components of the programme

In an age of retail concentration and increasing competitive pressure, the need to use cutting-edge
technologies and increased expectations on the part of consumers and co-operations are an
absolute necessity for small businesses in the food industry. The creation of the Upper Austrian

Food Cluster (LCOO) was focused around the following components to address this need:
Support for initiation of and accompanying co-operation projects at regional level.
Participation at co-operation projects at international level.

Organization of specialized events for know-how transfer on trends and technologies.
Providing a broad information and communication platform.

In terms of food processing, LCOO with it's over 270 members quickly established itself as the most
prominent player in Austria with its vision and competence. Upper Austrian food producing
companies leading position is being strengthened and expanded with innovations and research
coordinated by the LCOO. The whole cluster is represented and coordinated by the Upper Austrian
Food Cluster management, which is settled in the Upper Austrian Chamber of Commerce (UACC)

who is in charge of the cluster management.

Key stakeholders of the programme

Upper Austrian Chamber of Commerce (cluster management)
Economic department of the regional government of Upper Austria
Agricultural department of the regional government of Upper Austria

Highlight of the implementation of the programme
The Upper Austrian Chamber of Commerce is the body responsible for the Upper Austrian Food

Cluster. All measures within the framework of the Upper Austrian Food Cluster are financed by the
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Province of Upper Austria, the Upper Austrian Chamber of Commerce and contributions from

network partners.

The objectives for the cluster creation were:

Increasing competitiveness and innovatory strength through co-operation.

Strengthening economic power by establishing strategic networks without endangering the

partners' autonomy and flexibility.

Intensification of horizontal, vertical and diagonal relationships within the network.
Exchange of specialist knowledge and the generation of new knowledge.

Increasing food competence through R&D projects.

Image work for the Upper Austrian food sector and an increase of Upper Austria's

attractiveness as a business location.

Key Successes of the Programme:

Infrared spectroscopy for saccharides:

In this cooperation project three partners attempted to implement a time-saving method
for the IR-spectroscopy of honey and to expand the list of parameters for the sugar
spectrum.

BistroBox - Development of a high-performance pizza oven:

Within this project a pizza oven for a pizza vending machine was developed.

Quality assurance for food packaging:

With the aid of two innovative measurement technigues detailed knowledge of the internal
structures and properties of food packaging could be obtained in this collaborative
project.

Combination of phytogenic substances with alternative natural food additives in the
pig production

In the project various vegetable raw material combinations were tested and compared in
combination with other alternative feed additives on growth performance and health

status of weaned piglets and fattening pigs.

Key achievement of the programme

The evolution of the LCOO has been extremely dynamic since the formation of the cluster, providing

impressive evidence of the innovative energy and technological orientation of the food industry.
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Special mention should be made of the close co-operation within the LC 00 network between the
farming industry and commerce. Over 1.000 farmers are involved in LC OO projects, their

contributions guaranteeing the success of these collaborations.

The exchange forum for operational supervisors in food producing companies, coordinated by the
UACC has been very successful. The exchange forums aim to bring into contact employees from
different companies but who face the same challenges concerning questions of personal resources
and/or other topics. Within the regular meetings the participants can share their experiences and

develop a network for solving problems together.

Key Learnings for Haryana MSMEs- Upper Austrian Food Cluster (LCOO) (Austria)

Based on the LCOO experience, a few elements can be of interest for the MSMEs in Haryana:

Focus on R&D: The LCOO cluster administration has a dynamic focus related to
innovation and R&D as the needs are constantly changing. The administration keeps a
close eye on market needs at all times, ensuring that R&D focus remains relevant at

every step.

Exchange Forums: Establishment of exchange forums and platforms for sharing
information. The forums and platforms should be managed by a central, coordinating

party, such as the cluster network manager.

4.2.4 Bio Bio Region (Chile)

Situation prior to the launch of the programme

Chile's Region VIII, Bio Bio, consists of four provinces, which are further divided into 13 territories.
It is the country's second most important region after Metropolitan Santiago. In 2004, Bio Bio's
output was 8.7% of the country's gross domestic product, and its GDP growth is above the national
average. Bio Bio’s economy is strongly tied to natural resources; it is the country’s premier
agricultural region, and is also distinguished by the development capacity of its forestry and fishing
sectors, particularly in the area of exports—US$4.602 billion in 2006, with forestry and fishing

accounting for 74% of the total.

The regional government's productive development strategy included the goals of greater
technology dissemination, giving priority to activities that incorporate greater value addition, and
enhancing the region’s foothold in the global marketplace. It also maintained the priority of
developing a regional innovation system in coordination with the business community. Advances in
this area include: (i) coordination of development instruments through a program called “Regién
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Emprende"; (ii) creation and operation of the Investment Management Center; (iii) creation of the
Technology Innovation Fund for the Bio Bio Region (INNOVA Bio Bio) to finance innovative business

initiatives.

Two facts suggested a certain weakness in terms of productive development and the capacity for
maintaining the competitive growth of small and medium-sized enterprises (SMEs) in the region.
First, while the region has seen significant productive momentum compared with other regions of
Chile, it had the highest unemployment rate, indicating that regional economic growth was not
creating enough jobs to absorb the available workforce. Secondly, there was a technology gap
among SMEs, largely because entrepreneurs found it difficult to introduce technological changes in
their businesses. These two tendencies may have to do with flaws in the region's production

linkages, owing mainly to the limited incorporation of technology.

Key issues to be addressed:

Although Bio Bio had considerable capacities in terms of knowledge centers and the presence of
producers, which should sustained development of the knowledge economy, its supply of
technology and technology services did not match demand, and it lacked a systemic vision to
facilitate the incorporation of technology into the productive system, particularly into value chains.

The weakness of the region’s innovation system was reflected in:

Insufficient capacity for managing technological innovation processes owing to the lack of

trained human resources.

Weak linkages between businesses within the same cluster or production chain, and between
businesses and technological institutions for implementing innovation initiatives that transcend

individual capacities.

Disconnection between training opportunities and the specific requirements of the productive
sector. This was evident in the few projects focused on boosting competitiveness to meet global
market standards, and in research and development projects that had little to do with industry

needs.

While business demand existed, they did not approach local research centers and universities for
solutions, and as a result regional products offered little value addition, because they did not
incorporate applied research. A consequence of the productive system's insufficient innovation
capacity was the limited participation of small business in production chains with the large

companies present in the two territories.
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Given the innovation-based development strategy, the project introduced a framework for
collaboration between the public and private actors (entrepreneurs and their organizations, public
entities, and knowledge institutions) that shape the productive and technological development of

the region in order to help:

Build capacity for innovation process management among businesses by introducing soft

technologies, which value the systemic promotion of innovation.
Develop potential linkages.

Align the supply of and demand for training and technology services associated with

promoting innovation processes.

Main components of the programme

The general objective of the program was to help enhance the innovation capacity of the Bio Bio
region by strengthening interaction between the public sector, private enterprise and applied
research institutions. Its specific objective was to strengthen the capacity for innovation process
management among the enterprises and institutions (entrepreneurs and their organizations, public
entities, and knowledge institutions) that shape the productive and technological development of
the metalworking cluster in the Pencopolitano territory and of the Itata Valley ("Secano Costero™)

territory in the Bio Bio region.

The two concerned areas are very different: one urban and semi urban—the Pencopolitano territory,
with a productive sector consisting primarily of steel and metalworking SMEs; and another rural-
the Itata Valley or “Secano Costero" territory, with an agroindustry and natural-resources focus, a
fragmented productive sector made up of MSMEs, and a significant productive investment by a

forestry company.
Below is a description of the main components of the programme:
Component 1: Sharing of best practices and networking

This component seeks to raise awareness among entrepreneurs and the institutions involved in SME
development as to the importance of innovation for boosting competitiveness and, in doing so, bring
together private, public, and institutional actors. To this end, activities will be aimed at
systematizing, sharing, and disseminating successful innovation experiences and at easing the way

for network building and for collective actions by multiple enterprises.

Component 2: Building capacity for innovation process management

123



Leading Practices Report for Haryana MSMEs

The objectiveis to transfer specialized tools to SMEs in the metalworking cluster and the Itata Valley
territory to raise their productivity, specifically by improving basic management, and to boost their
competitiveness by enhancing innovation management. This would promote and increase
innovation in products, processes, marketing, and organizational models. The methodology calls
for an educational process that involves training and monitoring of how the SMEs introduce the

newly acquired techniques and tools.
Component 3: Developing and implementing tangible innovation projects

Using the various development instruments available, particularly those offered by INNOVA Bio Bio,
this component helped beneficiaries present and implement their innovation projects. Technical
assistance was given to at least 18 projects, to more clearly define them—especially in terms of
objectives, action plans, and budget. Projects were selected by the General Manager and the

technical committee for the territory in question.

Key stakeholders of the programme

Inter-American Development Bank (IADB)
Multilateral Investment Fund (MIF)

Instituto Regional de Administracién de Empresas [Regional Institute for Business

Administration] (IRADE) (responsible for implementation of the programme)

Project Steering Council (consisting of the president of IRADE, representatives of the
Association of Metallurgical and Metalworking Industries of the Bio Bio Region (A.G. Met
Bio Bio), the Association of Itata Valley Municipalities, Universidad Santa Maria,
Universidad del Bio Bio, INNOVA Bio Bio, Arauco, and a large firm from the metalworking

cluster)

Consultative Council (consisting of representatives of the regional and municipal
governments, CORFO, large businesses, the Regional Innovation and Development Agency
(ARIDP), the Industrial Corporation for the Regional Development of Bio Bio (CIDERE), and
the Bio Bio Association of Manufacturing Exporters (ASEXMA Bio Bio))

Highlight of the implementation of the programme

The project is implemented by the Instituto Regional de Administracién de Empresas [Regional
Institute for Business Administration] (IRADE), a private, nonprofit corporation with more than 16
years of experience in developing business management capacity and in building regional social

capital. IRADE has 49 member businesses that have formed a 15-member board of representatives,
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to which the institute’s general manager reports. While it's main clients are large and medium-sized
enterprises in Region VI, its mission is broader, seeking to contribute to comprehensive business
development and to build social capital by creating and maintaining trust networks, stimulating

business excellence, and promoting innovation and entrepreneurship.

Key achievement of the programme

The project has helped 220 enterprises and institutions. Of this, 60 enterprises were selected and
assisted in developing an innovation project. In addition, the project established collaborative
efforts between universities and businesses, public development agencies and other actors in the

territory.
Below are some key achievements with respect to each component:
Component 1: Sharing of best practices and networking

Documentation and sharing of best practices in fostering innovation systems among 15

public and/or private institutions.

Forming two territorial innovation system (TIS) committees to coordinate efforts between
public, private, and institutional actors: the Itata Valley TIS and the Metalworking Cluster
TIS.

By the end of the project:

The committees formulated six initiatives based on consensus among the principal actors,

as follows:
Ranking areas to support development programs in the Itata Valley territory.

Standardizing criteria amongst Itata Valley municipalities with respect to development and

production linkages.
Establishing the key actors that should form the TIS in each territory.

Establishing mechanisms for centralized coordination of the many studies conducted by
different public and private organizations and consultants in each territory, resulting in

duplication of efforts in some areas.
Component 2: Building capacity for innovation process management
18 months into the project:

Analysis of 30 small businesses and microenterprises from the Itata Valley territory and

30 SMEs from the metalworking cluster.
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By the end of the project:

The 30 enterprises from the Itata Valley equipped with innovation management tools
covering basic management practices, information and communication technologies

(ICTs), and corporate identity development.

Training and advisory services provided for 10 municipalities and 9 institutions from the

Itata Valley.

The 30 enterprises selected from the metalworking cluster equipped with innovation
management tools covering SME management, ICTs, corporate identity development,
sales and negotiation, formulation of innovation projects, and intellectual property

management.

Key Learnings for Haryana MSMEs- Bio Bio Region (Chile)

MSMEs can benefit from the experience in this programme in the following areas:

Training / courses: In this programme, a lot of courses and training were involved within
basic management improvement practices, productivity enhancement practices and
innovation enhancement practices on a more general basis to improve MSME

performance.

Tools for innovation management: Also, the programme has focused on equipping SMEs
with tools for innovation management, covering basic management practices,
information and communication technologies (ICTs), and corporate identity

development.

Centralized coordination of studies: Coordination of the many studies being conducted
by different public and private organizations and consultants to ensure an efficient and

holistic approach.

4.2.5 Japan Finance Corporation (JFC) - the SME unit (Japan)

Situation prior to the launch of the programme

Japanese SMEs account for 99.7% of all companies in Japan and around 70% of the total workforce.
On this basis, the health and well-being of SMEs are essential, not only for regional employment and
the creation of added value, but also for the revitalization of the Japanese economy as a whole.
SMEs are also expected to serve as the driving force of the nation’'s economic revitalization through

the creation of new industries, products and services.
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If SMEs are to grow and prosper, they must continually invest capital appropriately and consolidate
their financial strength. To do this, they need to be able to raise long-term funds in a stable manner.
However, SMEs are at a disadvantage to larger enterprises in gaining access to funds from capital
markets. In addition, private financial institutions tend to prefer short-term loans of one year or
less, thus making it difficult for SMEs to raise sufficient long-term funds. Difficulty in procuring
funds is one of the greatest managerial issues for SMEs, which are in most cases unattractive loan
recipients for private financial institutions. Therefore, there were not enough suppliers that could
provide funds to SMEs. Thus, financial institutions that can provide a stable supply of fixed long-
term and low-interest funds to SMEs regardless of fluctuations in the economy, in the form of

governmental SME financial institutions, were needed.

Key issues to be addressed
Japanese SMEs were in need of a strong economic government policy to deal with the economic
crisis in mid 2000s as well as the Great East Japan Earthquake and other natural disasters. Thus,

the key issues to be addressed were:
Measures to support the fund-raising needs of SMEs in the difficult business environment.

The need for a “safety net” through Loan Programs and Credit Insurance Programs for
SMEs.

Support to overseas expansion by SMEs, through loans for overseas business development

and offered local managerial assistance through our overseas Representative Offices.

Main components of the programme

JFC was established in October 2008 with the integration of the National Life Finance Corporation
(NLFC), the Agriculture, Forestry and Fisheries Finance Corporation (AFC), the Japan Finance
Corporation for Small and Medium Enterprise (JASME) and the International Financial Operations
(IFOs) of the Japan Bank for International Cooperation (JBIC). However, the Japan Bank for

International Cooperation was separated from JFC in April 2012.

Following the national policy, JFC were to provide flexible policy based financing by utilizing a
variety of financing programs and schemes to meet the needs of society, while complementing the

activities of private financial institutions. Below are the main components of JFC:

Supplementing private financial institutions both in quality and guantity with a stable

supply of long-term funds.

Promoting policy-based special-purpose loans in response to demands of the times.
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Facilitating the smooth flow of funds to SMEs by working together with the credit guarantee

system.
A powerful tool for promoting the government's economic policy.

Proactively supporting SMEs dealing with internationalization in both funding and

information.

Supporting greater business opportunities overseas for SMEs, by utilizing collaborative
networks with various overseas-related organizations, and by holding seminars and

business negotiation meetings in japan and overseas.

Providing financing and other support for the recovery and business resumption of SMEs

that have sustained damage due to the disaster.

Utilizing securitization methods to support the smooth supply of unsecured funds to SMEs

and the diversification of financing instruments.

JFC strive to conduct highly transparent and efficient operations based on a high level of corporate
governance and hold itself accountable to the public. Furthermore, JFC is committed to becoming
a self-governing organization continuously evaluating and improving its activities. The major

business of JFC can be looked at in this section (Refer Figure 16).

The SME Unit of JFC specializes in providing long-term funds that private financial institutions have
difficulty in providing. Over 50% of the SME Unit's loans have lending periods of longer than five
years, with fixed-interest rates that make it easier to map out repayment schedules. By covering
those areas that private financial institutions find it hard to cover, the SME Unit meets the long-

term funding needs of SMEs, which are a vital component of the Japanese economy.

The SME Unit offers a variety of Special-purpose Loans designed to facilitate the government policy
guidance by channeling funds into targeted sectors, funding for which remains insufficient when
relying on private financial institutions alone. These sectors include venture businesses, business
revitalization, overseas expansion, safety nets, regional economic revitalization, environmental
measures, countermeasures against natural disasters, and stimulation of capital investment to
promote employment, among others. During FY2011, amid the Great East Japan Earthquake and
the global financial crisis, the SME Unit took concerted steps to fully exercise its safety-net function.
In this manner, the SME Unit made every effort to support SMEs, which continued to experience

increasingly difficult cash flow conditions brought on by a deteriorating operating environment.
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Major Business Operations of JFC
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Figure 16: Major Business Operations of Japan Finance Corporation

The SME Unit promotes the sound operation of the system while building close relationships with
other institutions such as CGCs and Bureaus of Economy, Trade and Industry, through measures
such as the provision of information and the exchange of opinions. Given the heightened risks
associated with modified loan terms and conditions and the effects of the Great East Japan
Earthguake, the strong yen, and other factors, the SME Unit will continue to promote partnerships

in support of efforts aimed at the operation of sustainable systems.

Key stakeholders of the programme
Japanese SMEs

Japan Bank for International Cooperation (JBIC) (part of JFC)
Japanese Ministry of Finance

Highlight of the implementation of the programme

Policy-based financing in Japan involves providing financial support based on the nation's key
policies. These fields include new business development, management innovation, business
revitalization and overseas development; areas that involve high risk which private financial

institutions may have difficulty in supporting. The SME Unit established quantitative supplements
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the loans provided by private financial institutions whose willingness to lend may be affected by
economic stagnation. Based on a policy of supplementing private financial institutions as a policy-
based financial institution specialized in SMEs, the SME Unit supports the growth and development

of SMEs through its financial tools as well as serving as a safety net.

Key achievement of the programme
Over the years, the SME Unit has provided SMEs with stable, long-term business funds by
supplementing private financial institutions whose lending attitudes and activities are subject to

impact by changes in prevailing business conditions.

Some 1.54 million SMEs, or approximately 37% of all SMEs in Japan, were raising funds with the
support of the Credit Guarantee System in March 2012. By providing insurance on such guarantees,
the Credit Insurance System is contributing to the management stability of SMEs, and to their

growth and prosperity by facilitating the smooth flow of funds.

Key Learnings for Haryana MSMEs- Japan Finance Corporation (JFC) - the SME unit (Japan)

Stability of Funding: It is crucial to ensure stable funding for SMEs in order for them to
make the necessary investments for growth. The JFC model can be an interesting model
to further investigate in order to establish a secure financial system for SMEs in the
context of the MSMEs. Such model can facilitate a system to improve access to finance
for MSMEs in India.

4.2.6 Manufacturing Extension Partnership (MEP) (United States)

Situation prior to the launch of the programme

United States manufacturing firms employ over 13 million people and represent two-thirds of total
U.S. R&D spends. Manufacturing accounts for more than 80 percent of all U.S. exports. In fact, if
U.S. manufacturing sector were a country, it would be 8th largest country in terms of GDP in the

world.

To grow, manufacturing entrepreneurs need certain key considerations to be addressed in a

process oriented manner (Refer Figure 17):

CONTINUOUS TECHNOLOGY

IMPROVEMENT ACCELERATION SUPPLY CHAIN WORKFORCE

Figure 17: MEP Growth Facilitators
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Key issues to be addressed
The U.S. manufacturers were threatened by the competitiveness of the manufacturing

sector in Asia (Japan primarily) in the eighties.

There was a need to establish a network to improve the competitiveness of American

manufacturers.

Main components of the programme
In 1985 the National Institute of Standards and Technology (NIST) established and later it became
the Manufacturing Extension Partnership (MEP):

Regional Centers for The Transfer Of Manufacturing Technology Program (MTC)

Assistance to State Technology Programs (also known as the Boehlert-Rockefeller

Technology Program and later the State Technology Extension Program or STEP)

MEP is a catalyst for strengthening American manufacturing - accelerating its ongoing
transformation into a more efficient and powerful engine of innovation driving economic growth

and job creation.

The objectives of MEP are to work with small and mid-sized US manufacturers to help them create

and retain jobs, increase profits and save time and money. In specific the objectives are:
Transferring new manufacturing technology & techniques
Capturing participation from industry, academia, and Government
Leading efforts to make new technology and processes
Disseminating manufacturing analysis
Utilizing federal laboratories
Bringing awareness to skills gap

The mission of MEP is “to act as a strategic advisor to promote business growth and connect
manufacturers to public and private resources essential for increased competitiveness and

profitability”.

The nationwide network provides a variety of services, from innovation strategies to process
improvements to green manufacturing. MEP also works with partners at the state and federal levels
on programs that put manufacturers in position to develop new customer, expand into new markets

and create new products.
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Innovation is at the core of what MEP does. Manufacturers that accelerate innovation are far more
successful than those who do not. By placing innovations developed through research at federal
laboratories, educational institutions and corporations directly in the hands of U.S. manufacturers,
MEP serves an essential role sustaining and growing America’s manufacturing base. The program
assists manufacturers to achieve new sales, lead to higher tax receipts and new sustainable jobs in

the high paying advanced manufacturing sector.

Key stakeholders of the programme

Department of Commerce (U.S. government)

SMEs in manufacturing and SME agencies

National Network for Manufacturing Innovation (NNMI)
The National Institute of Standards and Technology (NIST)

Highlight of the implementation of the programme

MEP was built around manufacturing extension centers locally positioned throughout 50 states and
Puerto Rico. MEP Centers were set up as a diverse network of state, university-based, and non-
profit organizations, offering products and services that address the critical needs of their local

manufacturers.

Each center was set up to work directly with area manufacturers to provide expertise and services
tailored to their most critical needs, ranging from process improvement and workforce development
to business practices and technology transfer. Additionally centers were to connect manufacturers
with government and trade associations, universities and research laboratories, and a host of other

public and private resources to help them realize individual goals.

Key achievement of the programme

MEP has been a catalyst for change as demonstrated by key metrics (Refer Figure 18). As a
public/private partnership, MEP delivers a high return on investment to taxpayers. For every one
dollar of federal investment, the MEP generates nearly $17.9 in new sales growth and $27 in new
clientinvestment. This translates into $2.3 billion in new sales annually. For every $1,501 of federal
investment, MEP creates or retains one manufacturing job. America needs a robust manufacturing

base and MEP is critical to the small and mid-sized U.S. manufacturers who strengthen that base.
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$9.3 Billion
86,602 Jobs New &
Created retained
Sales
$1.4 Billion $3.5 Billion
Cost Client
Savings Investments
1300 MEP Over 2500
Experts Partners

Figure 18: MEP Achievements

Through local and national resources, MEP centers have helped thousands of manufacturers
reinvent themselves, increase profits, create jobs and establish a foundation for long-term business

growth and productivity.

Following the MEP, the USA Administration proposed building the National Network for
Manufacturing Innovation (NNMI), consisting of regional hubs that will accelerate development and
adoption of cutting-edge manufacturing technologies for making new, globally competitive
products. The Federal investment in the National Network for Manufacturing Innovation (NNMI)
serves to create an effective manufacturing research infrastructure for U.S. industry and academia
to solve industry-relevant problems. The NNMI will consist of linked Institutes for Manufacturing
Innovation (IMIs) with common goals, but unigue concentrations. In an IMI, industry, academia, and
government partners leverage existing resources, collaborate, and co-invest to nurture
manufacturing innovation and accelerate commercialization. Over the last two years, the
administration has launched four innovation hubs and initiating the establishment of four more, all

by executive order while awaiting congressional action.

Individually and together, these regional hubs will help strengthen the global competitiveness of

existing U.S. manufacturers, spur new ventures, and boost local and state economies. The
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administration strived for the creation of a full-fledged nationwide network devoted to innovating

and scaling up advanced manufacturing technologies and processes. A one-time $1 billion

investment—to be matched by private and other non-federal funds-to create an initial network of up

to 15 IMIs was initiated. Over the span of 10 years, the plan is for the expansion of NNMI to

encompass 45 IMls.

Key Learnings for Haryana MSMEs-MEP, USA

Below are some key learning points from the MEP that can be useful for MSMEs in Haryana:

Emphasis on Proven Technology: Original emphasis was on transfer of cutting edge
manufacturing technology, techniques and utilization of facilities, but the reality turned
out to be different - The advanced technologies that centers wanted to transfer were not
what the manufacturers needed. What was needed was basic quality systems, plant
layout & automation - proven technology. In a short period, the programme settled on

proven technology in manufacturing as the business model.

Network Learnings: The initial emphasis was on establishing the national network -
making sure there was a center within each of the nation's SMEs and linking centers to

one another so they could learn from each other.

Holistic Strategic Approach: Point solutions necessary to solve specific problems, but
make modest difference. Generic solutions in the absence of more complete knowledge
of context (strategy, business state, etc.), may miss out on critical aspects - this led to
working with CEOs and provide holistic strategic solutions rather than working with

manufacturing leads of SMEs.

Handholding post-implementation: MEP Centers do not just provide training and
consulting on a topic, and withdraw post-training. They stay engaged in the

implementation to make the difference.

Advisory Support to MSMEs: Recognition that needs of manufacturing businesses are
beyond productivity improvements, MEP began to sponsor pilot efforts in finance,
marketing, energy efficiency, environmental efficiency etc. - leading to the direction of

centers becoming trusted advisors across the manufacturing enterprise.

Common ldentity Creation: Recently, MEP has been developing a common national
brand for the system and expanding service offerings beyond lean to growth and

technology acceleration. Through these efforts, the MEP system has developed a
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common national identity, standards of service and ways of cooperating / collaborating

across Centers.

More details on the MEP can be referred to at Annexure 9.1

4.2.7 Thai Tanning Industry Association (TTIA) (Thailand)

Situation for the tanning industry in Thailand

The tanning industry in Thailand was first established over 60 years ago and is regarded as one of
the country’s oldest industries. The tanning industry is the only industry in Thailand to be located
in a single industrial estate. According to TTIA, there are 146 tanneries in Thailand, over 90 percent

of which are SMEs, and it employs over 150,000 workers.

The majority of tanning factories in Thailand are concentrated in the Samutprakarn tanning
industrial area, as a result of the government’s policy to relocate industrial factories from the
Klongteoy area in Bangkok, which was becoming too crowded. A few major tanneries in the
Klongteoy area decided to relocate their factories to the new sites at 30 km and 34 km from

Sukhumvit Road in Samutprakarn, which have since become major industrial tanning areas.

The relocation of the pioneer group in the 1950s initiated the tannery cluster in Thailand. The
Ministry of Industry (MOI) issued an announcement, on 29 April 1993, officially establishing the
cluster as the industrial tanning area. The tanning industry plays an important role in adding value
to hides and supplying leather to the footwear and leather products industry. At present, the
production capacity of the industry is approximately 42.5 kilotonnes, or 18 million square meters
of leather per year. The export volume and value have been rising since 1990. And more than 80%
of export value comes from wet blue, cow and buffalo leather, of which Hong Kong is the top buyer.
Other important import market of Thai leather includes the United States, Taiwan, Denmark,

Australia and Germany.

Key issues to be addressed

The Thai Tanning Industry has been aiming to address key issues (Refer Figure 19).

Faced with crushing competition from China, the strategy of the Thai tanning industry is to
consolidate the comparative advantages of the country in niche markets, with a higher added value.
The government put in place tax incentives to develop the use of products manufactured locally and
torationalize the costs of industries which traditionally export. Since the country’s growth currently

depends two-thirds on exports, the intention behind these measures is to reduce this ratio by half.
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Figure 19: Focus of Thai Tanning Industry

So, rather than encouraging multinational companies to come to Thailand in search of cheap labor,
the intention is to develop small and medium sized businesses which can leverage local culture and

skills.

Main components of the association

The role of Thai Tanning Industry Association is to:

»  Promote the tanning industry in Thailand.

» Manage and provide members with tanning techniques, industrial waste management,

environmental control, trade co-operation, and foreign business development.

The association has a Board of Directors lead by one president. The board has 17 members in

addition to the president.
At present, TTIA is concerned with the following activities:

» Operating two modern water treatment plants, for supporting the production of 141

member firms. All of them are SMEs.

» Setting up a Laboratory Center for research on leather products and technology

development.

»  Promoting the improvement of new skills and new technology in the Leather Business. This
should improve product quality enabling companies to be competitive in the global markets

and improve meeting of standards in external markets.
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One of the focus areas for the Thai tanning industry is to develop brand names that can improve
the competitiveness of SMEs in the tanning sector. In 2013 Thailand's leather cluster of 27
manufacturers launched a shoe brand called ‘Clus’ to encourage product development. The project,
supported by the Industrial Promotion Department, also plans to improve product designs and

increase the value of leather goods.

Certain types of shoes, including casual, moccasins, slippers and sports shoes, will be available
under the brand, which will be marketed locally and exported to nearby countries. The department
estimates the cluster could earn an extra 60 million baht (US$1.9 million) from branded products,
which will be extended to other leather goods items. Building up local brands is one strategy to

improve the capability of the Thai leather industry.

Key stakeholders
Thai Industrial Standard Institute (TISI)

Department of Industrial Promotion in the Ministry of Industry (MOI)
Department of Export Promotion (DEP) in the Ministry of Commerce

Key achievements
Exports of leather goods rose 11% to reach 14 billion baht (US$450 million). Hong Kong, mainland

China and Vietnam are major buyers of Thai leather products.

TTIA manages 2 central waste-water treatment plants on 21 acres of land, costing about USD 20
million. These treatment plants serve all of the 130 tanneries. The members have made strong
commitment toward environmental control and thus this is the only industry that throws as much

resources for waste water treatment in Thailand.

For many years, TTIA has operated a cooperative buying scheme for the purchase of chemicals.
Most chemicals are costly for individuals, and nearly all of them are imported. The association began
with a very modest capital of USD 90,000 and a stipulation that profit taking be limited to just six

percent. The members as a result pay less for their chemicals.

The traditionally close relationship among the tanneries has been a success factor for the cluster.
Members have developed mutual trust, which helped in stimulating collaboration among them. The
level of cooperation among all members enables them to compete more effectively in the world
markets. At the same time, competition is important to keep cluster members conscious of price

and cost awareness necessary in order to compete in a global market.
Key Learnings for Haryana MSMEs- Thai Tanning Industry Association (TTIA) (Thailand)
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Below are some of the key learnings from the Thai Tannery cluster that can be useful for MSMEs:

Social Capital and Systematic Management of Shared Facilities: Shared facilities can
help in increasing overall economic efficiency through sharing of costs, personnel, and
other associated resources between MSMEs. Shared facilities require systematic
management in order to provide equity and accessibility to all users. This point is
particularly important for Haryana viz. raising the issue of common raw material

procurement as seen in Rohtak District in Haryana.

Common Brand Creation: Creating a common brand for a collaboration of

manufacturers in a cluster can be profitable and improve the capability of an industry.

4.3 Private Sector-led Cluster Development:

Cluster development is the economic development of business clusters. Many governments and
industry organizations across the globe have turned to this concept in recent years as a means to
stimulate urban and regional economic growth. More specifically, cluster initiatives are
organizations or projects that are organized as collaborations between a diverse number of public
and private sector actors, such as firms, government agencies, and academic institutions to
promote economic development within the cluster by improving the competitiveness of one or
several specific business sectors. Clusters can be managed by a cluster network manager from the
private sector who facilitates the connection between private sector and the different service

providers.

In this section, some examples of cluster development led by private actors across the world are
highlighted, with the purpose of identifying leading practices for MSMEs in Haryana State. They

arelo:

PASS (Perfumes Flavours Fragrance and Scents) Competitiveness Cluster, France

Unilever: Manufacturing Sustainability Improvement Programme, Vietham

4.3.1 PASS (Perfumes Flavours Fragrances and Scents) competitiveness cluster (France)
Background information

Emerging in the 16th century as a result of the fashion for scented gloves, the flavours and
fragrance industry has evolved through a process of vertical integration. From the traditional

cultivation of aromatic plants, the activities in the Grasse area in France have grown to include the

10 All references listed in chapter 7
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manufacture of ingredients, formulations and composition of finished products such as perfumed

toiletries, detergents, food products and supplements.

The Provence-Alpes-Cote d'Azur region is France’'s leading producer of medicinal and aromatic
plants (MAP). This production is based on age-old tradition and nearly 3,000 producers growing 80
species of medicinal and aromatic plants representing a turnover in the region of about 40 million

Euros.

An unparalleled concentration of companies producing aromatic ingredients and resolutely focused
on export (70%) account for over half of French production and 8% of worldwide turnover. These
aromatic ingredients target four key markets, with strong growth potential: alcoholic perfumery,
cosmetics, detergents and agro-food products. A network of service companies working in
phytosanitary products, toxicology tests, analytical chemistry, etc. and which market the products

offered by the sector’'s companies completes the ecosystem.

The skill base, from the extraction of raw materials to the creation of fragrance compositions or the
production of sweet and savoury food flavours, attracts the world's leading perfume, cosmetics and

agro-food companies, forming a particularly efficient ecosystem.

Key issues addressed

The cluster was funded by the following private actors:
PRODAROM: National aromatic product manufacturers union
SNIAA: National union of the food flavouring industries
COSMED: Association of the cosmetics sector
ONIPPAM: National inter-professional bureau of aromatic, aromatic & medicinal plants
UESS: European University of flavours and fragrances
Club of Entrepreneurs of the Region of Grasse
The ambition and motivation for forming the cluster was:

To become a major international cluster for characterizing and evaluating the flavor and

aromatic ingredients, cosmetics and agro-aromatic products.

To meet the challenges facing this area in terms of innovation: innocuity tests, botanical

conservation and the use of natural products for general consumption.

Main components of the programme
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The aim of the PASS Cluster is to develop international competitiveness of a sector of excellence
(fragrances, flavours, cosmetics and agro-aromatic products) in Provence-Alpes-Cote d'Azur. It

represents:

154 members including companies, laboratories and training bodies, representing 7,800

employees.

58 approved R&D projects worth 88 million euros including nearly 18.3 million Euros of

public funding.

9 accredited training courses, and the creation of a new food safety training curricula
(Master Polytech).

The PASS cluster was named as a competitiveness cluster in July 2005 and as PRIDES (a regional
cluster for innovation and mutually supportive economic development) in March 2007. It brings
together many players in this sector from industry, research and education, across Provence-Alpes-
Cote d'Azur and southern Drome. The PASS Cluster intends to become an international benchmark
for identifying, assessing and producing the natural extracts used in the aromatics and cosmetics
industry. Another of its main objectives is to “innovate for a sustainable sector”, which means to
ensure that new products launched are ecologically responsible and safe for the consumer and the

environment.

The cluster strategy is part of a sector-wide policy which extends from growing aromatic and
medicinal plants and transforming them to finished product. It therefore includes three major

strategic axis appropriate to each level of the value chain:
a. Production of raw materials principally of natural origin
b. Transformation: producing the ingredients
c. Manufacturing finished products

Faced with growing demand for natural ingredients, Grasse has today positioned itself as a global
centre of expertise for natural products, from extraction to plant transformation including new
product development and quality control. The project is supported by the PASS Cluster, since one

of its strategic priorities is the development of “sustainable chemistry”.

Key stakeholders of the programme

1. Faculties and universities involved in research

2. National and world leaders in the aromatics industry
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3. Food companies specializing in Mediterranean specialties
4. Suppliers of equipment and young companies innovating in predictive testing

Highlight of the implementation of the programme
The "axis" for cluster excellence has been defined as:

Health and safety, people and the environment: To develop understanding of the mechanisms of
allergy, irritation and sensitivity, to anticipate undesirable reactions better without experimenting
on animals, and to control them better by offering consumers solutions that will not trigger such

reactions.

Promotion of regional biodiversity: To open up new markets for the use of aromatic and medicinal

plants.

Technologies and analytic procedures: To find technologies for processing, identifying and

analyzing natural raw materials, so as to develop products with reduced impact on the environment.

Structuring of training opportunities: To ensure that the training on offer meets the needs of

industry.

Key achievement of the programme

Grasse is the leading region in France with 55% of the national production of cosmetics and
perfumes and also leading region for the production of aromatic and medicinal plants and
production of hybrid lavender, and is a region unique in Europe for its concentration of companies
in this sector: 25% of the headquarters of business in this field in France and 120 out of the 130
distilleries of essential oils in France. The PASS cluster cover the ccomplete value chain of the
sector, from growing scented and aromatic plants to the finished products, via the production of

natural essences.

Backed by an exceptional concentration of aromatic and medicinal plant growers, the family-run
distilleries that built the reputation of the Grasse area have become international success stories.
Mane and Robertet are two of the world's leading companies in the fragrance and flavours sector,
according to the Leffingwell & Associates ranking. They rely on a network of international
subsidiaries with R&D centres and production facilities, while pursuing a strong investment policy
designed to increase their production capacity in the Grasse area. Other uses are also illustrated
through a particularly rich range of dynamic companies in the perfumes and cosmetics sector.
Laboratories such as those owned by Lancaster, So.f.i.a Cosmétiques and Biocyte have developed

specialities in cosmetics and dermatology. Finally, there is an abundance of SMEs/SMIs offering
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expertise in sweet and savoury food flavours and fragrance compositions, used by the major
detergent manufacturers, among others. Packaging manufacturers like Tournaire supply
businesses with the hi-tech equipment and packaging they need for their business. This complete
ecosystem for the values chain of fragrance, aromas, scents and flavors industry has made the

cluster a world leading cluster for this specific industry.

Forming a cluster enables groups to collaborate to confront a new and related challenge. A few
years back, companies around Grasse faced environmental challenges over water pollution,
industrial waste and odours. These issues have to a large extent been resolved by the cluster

partners together.

Key Learnings for Haryana MSMEs-PASS

Some key points for MSMEs to consider:

Value Chain Integration: The importance of a complete ecosystem that covers the whole

value chain for the most efficient cluster network outcome.

Environmental Awareness: To have a common focus on developing technologies for
processing, identifying and analyzing natural raw materials with respect to reducing the

impact on the environment.

Dynamic Adjustment of training to Industry: Structuring training opportunities to

ensure that the training on offer meets the needs of industry.

4.3.2 Unilever: Manufacturing Sustainability Improvement Programme (Vietnam)

Situation prior to the launch of the programme

Unilever was attracted to Vietham in the early 1990s for a number of reasons. Growth rates then
exceeded 7 per cent per year, there was political stability, and literacy was high (over 92 per cent).
Vietnam also had an impressive record in reducing poverty. Only 37 per cent of its population of
more than 81 million lived below the poverty line. In addition, it was increasingly more open, and
foreign direct investment was growing at 3 per cent per annum. Nevertheless, the negotiations to
enter Vietnam were lengthy, slowed down by a negative social and political attitude toward the
private sector, a dual pricing structure for foreigners, regulations and policies that continually
changed, and excessive bureaucracy. In this regard Unilever did not enjoy the active government
support. Nevertheless, it knew it was important to build trust with the Government and to prove to
it that Unilever was in Vietnam to stay and to share.

Key issues addressed
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Unilever's philosophy encouraged it to work with local enterprises and suppliers despite the fact
that the SME sector in Vietnam was small and vulnerable. SMEs were heavily dependent on local
and central officials. Most were producing low-entry-barrier, low-margin products in garments and
footwear. With increasing trade liberalization fostered by AFTA and WTO, they faced a more
competitive market particularly from Chinese exports. In addition Unilever's potential partners

seemed to lack a code of business principles and strategic vision.

Manufacturers and suppliers needed special help to make the massive jump to work with a
transnational like Unilever. Nevertheless, Unilever was motivated to work with them in order to
keep its operations slim, cost-effective and flexible by outsourcing. In increasing the capabilities of

the local enterprises, Unilever knew that it would be increasing its own competitiveness.

Main components of the programme

To strengthen its local partners, Unilever used a step-by- step approach. 1) In the first step it
carefully selected its partners. 2) In the second step it treated the local enterprises as preferred
business partners. 3) In the third step it upgraded their technology through its Manufacturing
Sustainability Improvement Programme. This programme focused on improving many key aspects
(Refer Figure 20).

Highlight of the implementation of the programme

Unilever provided contract manufacturers with both training and access to technology in order to
improve the above aspects. Transfer of technology was achieved through the supply of world class
equipment, full time hands-on technical support and supervision, access to Unilever's Innovation
Centers and training in quality and hygiene, safety and productivity. Its experts told local
enterprises what they needed in terms of modern plant and equipment and how much they needed
to invest and taught them to invest only what was needed to grow gradually. Unilever provided in-

house training since it did not have the benefit of a cooperatively managed training centre.

Regarding its suppliers, Unilever adopted a similar approach. It provided training in the above-
mentioned areas and audits to improve customer service, quality and safety. Unilever specialists
were also available to upgrade technology. For both the contract manufacturers and suppliers, loan
guarantees were provided as Unilever guaranteed a certain volume of sales. Besides producing its
usual line of personal care products, Unilever was also open to the introduction of new products

based on local culture and tastes.
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Figure 20: Main Components of Programme

One of its contract manufacturers had a unique product: Quoc Duong “Pha Quoc" fish sauce. The
company had a prestigious source of raw materials—an abundance of good anchovies—and was
experienced in processing them. It also possessed 90 per cent brand recognition. Unilever Best
Foods NV Ltd. invested $650,000 to build a bottling plant, expand Quoc Duong's fishing and
fermentation capacity, and develop operational and management skills, and protect its intellectual

property against counterfeits.

Key achievement of the programme

During the linkage process Unilever built up a healthy supply chain of growth-oriented contract
manufacturers, suppliers and distributors. As a result, by 2001 contract manufacturers accounted
for 48 per cent of Unilever Vietnam'’s total production volume. Unilever was able to source 40 per
cent of its raw materials and 80 per cent of its packaging from local enterprises. They benefited in
terms of increased turnover and employment. Unilever's employment policy to recruit, develop and
retain local talent clearly benefited 7,500 Vietnamese workers (5,500 of these were new jobs) in

its four plants and nine contract manufacturers.
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Duy-Tan, a supplier of bottles, increased its total turnover from $900,000 to $6.67 million and
employment from 160 to 664 between 1996 and 2002 through its association with Unilever. The
transfer of technology to local enterprises enabled them to comply with international product
quality standards and obtain ISO certifications. Since they were competitive in terms of costs and
quality, they were also able to enter export markets and diversify their business partners and thus

avoid total dependence on Unilever.

Unilever gained additional capacity with low capital investments, cost competitiveness and a
nationwide distribution reach. It was able to pull ahead of its competitors because of local sourcing,

which gave Unilever a competitive advantage in price.

Key Learnings for Haryana MSMEs-Unilever, Vietham

When the Chairman of Unilever Vietnam was asked in 2004 about critical success factors he

identified four of them:
v Vision and commitment
v' Commercial sense
v Utilizing local cultural traditions
v' Beingin it for the long term

The effect of a private anchor facilitating improvements of the whole value chain in order to
improve its own competitiveness through SME development in its connecting environment has in
this example led to growth for MSMEs in several sectors. This approach can also be relevant in
India, given that a private actor or OEM has the capacity to initiate SME development with

commercial sense for own value chain development.
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5.1 Leading Practices across India for Enhancing MSME Competitiveness

5.2 Clusters as Engines of Economic Growth

The concept of a ‘cluster’ as a driver of economic growth has been oft-quoted and discussed in the
context of MSMEs in India as well as around the World. The Cluster Development Programme in

India follows the same contours as can be seen in Table 7.

Table 7: Leading Practices under MSE-CDP

Leading Practices for Haryana
Project Implementation Cluster Development under MSE-CDP

Formation of Cluster Consortiums & Creation of Cluster Development Cell within the

Networks of exporters, marketers, high-end Department of Industries and Commerce.

technology manufacturers. Cluster Development Co-ordination Committee

Traditional sectors (handloom, textiles) (CDCC) under the Chairmanship of Director of
Ecosystem Transformation Program (s). Industries & Commerce for effective project

Cluster Twining of Matured and Emerging implementation.

Clusters of Haryana. Cluster Development Managers for the focus

Dedicated Business Development Services
Program across the major industrial clusters

towards creation of macro clusters.

sector clusters in the state.
Soft Interventions under other developmental

programs such as M-CIP to supplement efforts

under MSE-CDP and Mini-Clusters Scheme

towards creation of Smart Clusters.

Summary

In line with State's vision of sustainable industrial transformation; one that strives for global
competitiveness while being locally relevant; the importance of cluster development for
strengthening of the local content, finds reinforcement. The industrial growth trajectory of many
nations including India bear testimony to the significance of cluster development right from the
Silicon Valley (USA), Brazil to Bangalore (India), wherein regional clusters led by the more
established industry players generated forces relevant for economic development: scale
economies, income, employment, innovation and productivity. In line with India’s egalitarian growth
principals, successful clustering can help balance the two critical and often conflicting outcomes:
sustainable, long-term generation of local jobs and wealth; and global competitiveness (Table 7).

As an ideal cradle for MSMEs, industrial clusters are known to provide the following benefits:

148



Leading Practices Report for Haryana MSMEs

Give rise to external economies (e.q. specialized suppliers of raw materials, components
and machinery, sector specific skills etc.);

Favor the emergence of specialized technical, administrative and financial services;
Create conducive ground for the development of inter-firm cooperation and specialization
as well as of cooperation among public and private local institutions to promote local
production, innovation and collective learning.

Creation of social capital and strong network linkages which involve not only collective
benefits but also investment in terms of financial resources, knowledge resources and trust
building.

Provide advantages of similar or dependent sectors of the economy; through the use of
new joint purchasing strategies, raw material demand aggregation, common critical
infrastructure by attraction of service providers (as those found in clusters the critical mass
for their services to become profitable), or through different forms of cooperation which
reach from cooperation in production to joint marketing etc. This cooperation with other
enterprises, can enable global value chain integration.

Forge complex network of relationships with suppliers, customers, competitors and public
authorities. With each entity having a unigue role in the ecosystem; joint capability is

enhanced. This is the added value of a strategic alliance, also known as “synergy effect”.

The various forms of cooperation through clustering are:

Joint R&D

Joint marketing

Export promotion, developing new markets
Joint procurement, sourcing

Providing and using services to businesses
Training and professional education
Utilising synergies and economies of scale

Lobbying

0 0 N ok WD

Promoting innovation

Given Haryana's strong focus on cluster development and for positioning itself as a model state for

cluster development, the learnings and opportunities for adoption of leading practices in cluster

development across India are captured in this chapter.
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5.3 Cluster Development in India

through Project Implementation “critical mass of
enterprises geographical proximity

5.3.1 UNIDO's Cluster Development common features.

Interventions in India
The United Nations Industrial Development
Organization (UNIDO) has played an active role
in assisting the development of clusters in
relatively less developed regions/developing
countries, actively since the mid-1990s. At the

heart of UNIDOs cluster development approach

lies the vision to address the root causes of cluster stagnation and promotion of UNIDO's pro-
poor agenda!! which envisages an active role played by well-performing clusters in alleviating
poverty, job creation, alleviating poor incomes and empowering poor people by providing a broad

range of products and services at lower prices.

UNIDO's participatory and empowering approach aims to mobilize existing resources and
competencies, strengthen them and enhance their impact on cluster performance. This is done
through channelization of

efforts and resources for

attaining collective goals x\’_
directed towards providing
SeTve

support to local v
institutions as
: : UNIDO’'s Cluster Development
implementation S
functionaries to

sto:;:ros Build Trust and

. Ital

formulate, implement, Soi Sopite
monitor and evaluate the Fé‘"“m Strengthen

8:1'1\2:13) Governance
initiatives. The
intervention approach Joint Actions External Economies

focuses on incentivizing

Callective Efficiency and
Improved Cluster Performance

and building the capacities
Figure 21 UNIDO's Cluster Development Framework

11 Cluster development for pro-poor growth: the UNIDO approach (2010)
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of public and private sector bodies to more effectively promote cluster development (Refer
Figure 21).

In strengthening the critical cluster mass, the relevant local, regional and national institutions,
including chambers of commerce, industry associations, local-governments, NGOs, universities,
training institutions and regional as well as local economic development agencies are assisted to
gradually assume a strong supporting role in the development of the cluster. Interventions
include establishing/supporting business networks, building public-private partnerships and
promoting dialogue among service provides and/or policy makers. In addition to the mobilizing
social capital, UNIDO also technically assists business development service (BDS) providers,
vocational schools etc.) to make their services more responsive to the demands from within the

cluster.

5.3.2 UNIDO Approach for Cluster Development
The step by step UNIDO methodology to assist throughout the complete cycle of cluster
development initiative is given below:
Phase 1: Cluster selection (role of UNIDO)
Recommended criteria and variables in line with the achievement of the overall
development objective as the basis for cluster selection.
Identify those clusters, where the impact of planned interventions can be maximized given
the available time and resources.
Provide technical inputs and act as a facilitator to encourage the participation of national
and regional actors.
Phase 2: Selection of a CDA
Once a cluster has been selected for support, a Cluster Development Agent (CDA) is appointed to
facilitate the process of cluster development, right from the formulation of diagnostic study to
planning and implementing development activities. A core task of the CDA is the promotion and
coaching of business networks. After undertaking a cluster diagnostic study (phase 3), the CDA will
work closely with key cluster stakeholders to take the cluster from an underdeveloped one to a
performing cluster

Phase 3: Cluster Diagnostic

Once the cluster is selected, a diagnostic study is undertaken that helps achieve the following:
1. Develop understanding of socioeconomic and institutional environment of the cluster.
2. Detect potential leverage points for the intervention.

3. Provide a baseline for monitoring and evaluation.

151



Leading Practices Report for Haryana MSMEs

4. Build initial trust between the CDA and the cluster stakeholders.

Phase 4: Vision building and action planning

Starting with a discussion on the results of the diagnostic study, cluster stakeholders formulate a
shared vision for their future cluster performance or the overall cluster development path, which
will be periodically reviewed and, if necessary, refined with time to take into account changes in the
cluster or related framework conditions. Action planning then relates to the translation of the vision
statement into a realistic and achievable development strategy over time and can be understood as
a roadmap. Action plans are also revised periodically and by all cluster stakeholders based on a
sound monitoring and evaluation framework.

Phase 5: Implementation

v Co-ordinate all Cluster Development Activities

v Overall Management and Monitoring of the
initiative

¥ Training, support and monitoring of performance

v Building a network of contacts and strategic
counterparts

Project Co-
ordinator

v" Formulate the Strategic UNIDO v Oversee and co-ordinate field activity

Objectives of the Cluster and Clust v Act as impartial brokers/ facilitators

to launch and co-ordinate th Dlgster uster ¥ Provide guid d ttoth

to launch and co-ordinate the |  commission Development rovide guidance and support to the

joint activities among cluster F K cluster in the organization and co-
ramewaor

stakeholders ordination of joint activities

Steering

Committee

v" Promoting and Launching the Cluster Project
v Support the process of cluster selection and
articulating development priorities

Figure 22: Key Actors in UNIDO Approach

The Cluster Development Agent facilitates the implementation process, but does not engage in

direct service provision or resource disbursement to cluster stakeholders.
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The CDA does not substitute for functions that can be performed by existing private or public sector
organizations, but rather builds their capacity for implementation and enhance their
responsiveness to the needs of the cluster.

Phase 6: Monitoring & Evaluation

The Monitoring and Evaluation (M&E) of cluster initiatives starts with the drawing up of a clear result
chain. A result chain outlines how specific inputs and project activities are linked to the expected
outputs and outcomes and how they contribute to the impact or overall development objective of a
cluster project.

In line with the information needs of various stakeholders, KPIs, data collection methods, and
reporting responsibilities and frequencies are defined and integrated into an overall monitoring
framework. The institutional capacity building and trust building activities are reinforced during
implementation and monitoring and evaluation.

A snapshot of major actors in the execution of UNIDO's cluster development interventions can be

seen in Figure 22

5.4 Leading UNIDO Cluster Development Interventions: Case Studies from

India

Since the MSME clusters in Haryana are at the different stages of development (new, emerging and
mature stage), the nature of interventions required in each cluster may differ depending upon the
stage of development and the need of the cluster.

No one-size-fits-all leading practice (s) may suffice. Therefore, in this section the report captures
leading practices based on UNIDO's interventions across the three critical dimensions a)
Institutional Capacity Building b) Policy Reforms ¢) Cluster Twinning

Area 1: Institutional Capacity-Building

The central focus of UNIDO's participatory cluster development interventions is to encourage
enterprises and institutions in the clusters to undertake joint actions that can be propelled towards
shared benefits for the cluster as a whole and for communities they represent. As highlighted in the
previous chapter, an important role can be played by associations and institutions through the

generation of social capital via horizontal and vertical networks.

The former, as alliances of enterprises engaged in the similar products or processes that seek
synergies in pursuing shared commercial goals, allow producers to reap the benefits of economies

of scale and of a larger and more diversified product offer. While the latter is the relationships
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between enterprises located at different levels of a production chain which can be forged backwards

and forwards including subcontracting agreements, supplier development initiatives.

Snapshot of cluster development interventions by UNIDO for institutional capacity building:

5.4.1 Hosiery Cluster of Ludhiana, Punjab, India ( 2002)

The competitiveness of the hosiery cluster of Ludhiana, was severely affected by the Insufficiency
of the trained labour force. Several technical support institutions existed in the cluster but had
no interaction with the industry and could not match the skill needs of the cluster. With UNIDO's
support, a network of exporters (APPEAL), created a committee that documented the various
mistakes workers unintentionally made which led to production loss or rejection. Based on these
inputs, five training modules were elaborated. These included industrial stitching and tailoring,
linking, cutting and pattern making, designing and merchandising and overall supervisory skills.
The Government Polytechnic for Women (GPW), an existing technical institution, was entrusted
with the provision of this demand-based training and formulated a training course that became
progressively tuned to the needs of the industry. APPEAL and GPW thus obtained support from
the All India Council for Technical Education (AICTE) to create a skill development Centre on the
GPW premises. The improved match between skill demand and training is illustrated by the
increase in the number of GPW students now working in the industry. Finally, the program'’s

success laid the groundwork for establishing of a fully-fledged design Centre within GPW*2,

Area 2: Strengthening Governance and Policy Reforms

5.4.2 Policy Reforms in Clusters of Odisha, India (2008)

In the state of Orissa, India, clusters are a widespread phenomenon and employ a considerable
share of the population, particularly among the poor. To support pro-poor growth, UNIDO
implemented a cluster development initiative based on a two-pronged strategy. On the one
hand, it assisted four clusters, one each in the sectors of handlooms, engineering, non-timber
forest products and handicraft. On the other hand, it assisted the government of Orissa,
particularly the Departments of Handicrafts and Cottage Industries, Handlooms and Industry, to
replicate cluster development projects across the state. The Government departments were

exposed to the achievements recorded within UNIDO-assisted clusters, received training in the

12 UNIDO (2002) End of project report. Knitwear cluster of Ludhiana, India and UNIDO (2010) Cluster Development for Pro-Poor Growth
154



Leading Practices Report for Haryana MSMEs

UNIDO methodology and were supported in the implementation of the approach in other
clusters under their jurisdiction. At the same time, UNIDO facilitated the review of other SME
policy schemes to harmonize them with cluster development principles. New tools and
procedures were also formulated and a dedicated budget created for cluster development
activities within each department. Finally, knowledge resources were transferred to a business
school, based in the capital city, and its personnel trained, in order to establish a focal point for
the dissemination of the concepts and methodologies of cluster development. As a result, an
increasing number of clusters, 150 by 2008, have received assistance from the government of
Orissa based on the UNIDO methodology, wherein the adoption of an explicit focus on poverty is

expected to trigger a process of equitable and inclusive economic growth!3:

Snapshot of cluster development interventions by UNIDO to strengthen governance by propelling

cluster development initiatives into policy reforms.

Area 3: Cluster Twinning

In view of a conspicuous difference between foreign (matured) and Indian (developing) clusters,
within the same sector, the potential of tapping foreign headwinds into India’s underachieving
SME clusters remains to be large. This cross-synergizing was conceptualized and achieved by
UNIDO's twinning arrangements between Indian and foreign clusters, to strengthen the capacities
of firms within clusters through linkages among the firms, between the firms and the other cluster

level institutions and between specific clusters in India and abroad.

Cluster twinning has been an approach championed by UNIDO (UNIDO/Italy Program) providing
solutions for business cooperation between a range of stakeholders of the clusters and in areas
such as markets, skills, technology, quality and infrastructure (Refer Figure 23). Successful cluster

twinning attempts have been made in India in Chennai Leather Cluster (2007-08), Chennai
Footwear Cluster (2008-09), and Chennai Auto-Components Cluster (2008). No such twinning

attempt has so far been made in Haryana.

13 UNIDO (2002) End of project report for the State of Orissa, India and UNIDO (2010) Cluster Development for Pro-Poor Growth
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5.4.3 Cluster Twinning (CT) in Chennai auto-component cluster, India
At the outset, Chennai's auto-component cluster was facing major challenges in terms of absence
of vision, policy support, absence of marketing strategy, HR challenges, ,lack of technical
capability in implementing (5S, TPM, Lean, SPC), low productivity, lack of product design
capability and product technology/ collaboration to break into the demanding auto segment (as
a tier-1 supplier).
Accordingly, the objective of the CT programme was to start the process of creating a vision
statement and support plan for the next five years for the units and budgeting for the same. To
promote the process of twinning between India and Italy, the entry points were identified as
concerned  associations  and
s;jst:z:sblfi::::: technical  institutions  (refer
adjacent diagram). The process
of implementation was broken

\ down into three phases - creating
-~ Indian Italian

initial acceptance, identifying the
Cluster Cluster

more interested recipients and

Transfer of Italian Promoting &
Manufacuring Best Supporting Business
Practices Partnerships \ for actual delivery.

providing unit-level handholding

Figure 23: UNIDOs Cluster Twinning Framework

CT was focused around trust-building activities in the cluster. These included creation of cluster-
level network of about 45 micro units, trust-building/action plan- oriented activities.

The Cluster development program component covered the following major types of activities as
part of CT:

Gap assessment for the development of firm-level visions and strategic goals
Implementation of gap assessment tools for vision-building at firm level

Exposure to benchmarks within India

Creation of websites

Supplier Development Programme

Lean manufacturing

New knowledge generation in social accountability, waste minimization

A

A number of ITP activities, e.g. meeting consultants and experts with cluster firms
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The impact of CT outcomes at the unit level were positive and reassuring. There was 3 to 5% rise
in unit level profitability, 5 to 7% rise energy savings, 5 to 10% rise in productivity, 15 to 20% new

customers developed, 30 to 50% retention of employees.

5.5 SIDBI's - Strengthening the Business Development Services (BDS) in
MSME clusters (2010)

Small and medium Enterprises Financing & Development Project - Business Development Services
(BDS) was commissioned with the support of the World Bank, Department for International
Development (DFID), UK, Kreditanstalt fir Wiederaufbau (KfW) and Deutsche Gesellschaft fir
Internationale Zusammenarbeit (GIZ), Germany. Small Industries Development Bank of India (SIDBI)
was the implementing agency in this project. Developing BDS market and ensuring provisioning of
guality BDS to the MSMEs were the main objectives of this project. At the heart of project’s objective
was a market-based development of clusters through robust BDS framework related to technical,
financial and marketing aspects and strengthening of existing institutions in the cluster. This
project was a unique attempt to address the demand and supply side of the BDS market through
adoption of strategic measures and addressing issues like availability and quality of raw material,
technology upgradation, productivity and quality improvement, marketing and export
development, improving management practices, adoption of financial discipline, increased access

to formal finance etc.

For strengthening the overall BDS ecosystem in selected clusters (Refer Figure 24), the objectives
of this project were:
Building the capacity of existing and potential BDS providers to serve the cluster MSME
market more effectively.
Facilitating networking between MSME business associations and other BDS providers.
Developing linkage programs between large corporations and MSMEs, working through the
major MSME business associations.
Developing high quality, affordable management training for local MSMEs.
Entrepreneurship training programs to create new entrepreneurs.
Providing MSMEs with better access to technology, for example, through technology
transfer agents/supporting dedicated institutions to facilitate dissemination of information

on technology transfer and match-making between MSMEs and service providers.
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This project promoted forging partnerships amongst various stakeholders of the cluster in
implementing the action plan. Special attention was paid towards developing local service
providers within the cluster, linkages between local industry and service providers and
strengthening of local institutions. Another unique feature of this intervention was strong
governance mechanism in the form of a cluster coordination committee, responsible for overall

monitoring, coordination and providing strategic direction towards better implementation.

v

MSMEs

- Private BDSPs

MSMEs

MSMEs

Project Facilitating _|
Support | Agency Bl MSME
s
MSMEs

MSMEs

f

~  Public BDSPs

Figure 24: BDS Ecosystem

SIDBI’s Approach in Implementing the “Small and medium Enterprises Financing & Development
Project”

Unlike the previous BDS interventions in many countries, with primary reliance laid on providing
direct services to the MSMEs through public BDS or permanently subsidizing their services, SIDBI's
intervention approach emphasized on BDS market development wherein efforts were made to
upgrade quality of existing services, offer value added services through training of BDSPs,
introduce new service products, capacity building of business membership organizations
(BMOs)/industry associations, establish MSME-BDS-Institution linkages and increasing demand for
BDS amongst MSMEs. Here both private and public BDSPs were assumed to take higher
responsibility in terms of providing quality business development services to the MSMEs. A unigue
features of the program was gradual decrease in subsidy support as project progressed (i.e. from

100% in 15t year to 70% and 50% in 2" and 3" year respectively). This was aimed towards driving
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An overview of the SIDBIs Small and Medium Enterprises

been illustrated below (Refer Figure 25):
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Figure 25: SIDBI Small and Medium Enterprises Financing & Development Project

The project was implemented in 15 selected MSME clusters across various sub sectors like

engineering, knitwear, pharmaceuticals, leather, food processing etc. throughout India and for the

Mohali Panchkula-Chandigarh and Rajkot engineering clusters, SIDBI collaborated with The Energy

and Resources Institute (TERI) (as the

implementation partner) to execute the project.

The phased execution of the project in this cluster has been explained as follows as a case study:

Phase 1: Diagnosis

159



Leading Practices Report for Haryana MSMEs

Through various interactions with industry stakeholders, TERI obtained a clear picture of the
problems faced by vendors in meeting the demands of Original Equipment Manufacturers (OEMs) in
an increasingly competitive market. In order to obtain the OEMs' perspective in the matter, TERI
held a series of meetings with the main OEMs of the region to understand the problems they faced
with their vendors and to pinpoint specific areas in which the OEMs wanted their vendors to

improvise.

These interactions revealed the following broad areas in which OEMs faced problems with their

existing vendors:

Inability to adapt to new product/process requirements
Little or no use of production management technigues for quality improvement

Inefficient manufacturing practices

P Wb

Improper factory layouts

5. Near absence of environmental and safety considerations
This stage also included preparing a detailed inventory of BDS providers, present and potential.
Phase 2: Action Plan
Having obtained a clear picture of the issues involved on both ‘demand’ and ‘supply’ sides of the
vendor— OEM relationship, TERI adopted a strategy for its vendor development program centered
on promoting ‘lean manufacturing’ (LM) among vendor units, so as to reduce their production
costs and thereby improve their profitability and competitiveness with minimal investment.
The aim was to identify and support BDS providers capable of promoting and sustaining LM
initiatives among 10 vendor units through the capacity building of entrepreneurs and worker.
Activities as part of the action plan also envisaged strengthening and enhancing the outreach of

existing BDS providers, and also capacity building of existing and potential service providers.

Key Activities Undertaken:

Awareness workshops:

As a first step, TERI in collaboration with local industry associations organized three workshops to
create awareness on the potential benefits of LM for both MSMEs and LM consultants, and also to
encourage entrepreneurs and BDS providers to take advantage of the ‘Lean Manufacturing
Competitiveness Scheme’ (LMCS) of the Ministry of MSME, Government of India, which was being
implemented by National Productivity Council (NPC). Around 200entrepreneurs and BDS providers

participated in these events.
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The workshops evoked considerable interest among entrepreneurs in adopting LM technigues. The
project team followed up the workshops with visits to individual units to motivate their owners to
form Special Purpose Vehicles (SPVs) and apply to NPC for participation in the LMCS. As a result of
these efforts, two SPVs were formed by light engineering units in Mohali to avail the benefits of
LMCS: 'MIA Alpha Light Engineering Cluster’ with 10 member units and ‘MIA Beta Light Engineering

Cluster with 12 member units.
ii. Professional Empanelment:

In parallel, TERI reviewed the LM consultants already empaneled with NPC and identified two BDS
providers who possessed both the expertise and enthusiasm to undertake LM initiatives among the
two mini-clusters. They were: (1) International Business Certifications (IBC) with MIA Alpha Light
Engineering Cluster, and (2) PTU's Gian Jyoti School of TQM and Entrepreneurship (GJS) with MIA
Beta Light Engineering Cluster. TERI provided advisory support to the entrepreneurs and
consultants in preparing the proposals for both SPVs, which were duly submitted to NPC for

approval.

While the SPV proposals were under consideration by NPC, IBC and GJS undertook preliminary
study visits to the units in their respective mini-clusters. As the process of examining and approving
the SPV proposals was taking a lot of time, TERI decided to capitalize on the momentum generated
by the two LM consultants among the light engineering units, and extended support to their
initiatives to promote LM techniques in an additional 10 MSMEs in the MPC cluster. All these 10
units were vendors to large-scale tractor manufacturers, and were selected in consultation with the
local industry associations. In addition to IBC and GJS, a third LM consultant—-Taaran Industries—

was identified to participate in this initiative

Major Drawbacks Observed:

under the project.

Initial steps: During 2010-11, each of the three
BDS providers initiated efforts to promote and
establish LM practices in the 10 selected vendor
units in the MPC cluster. The BDS providers
conducted preliminary surveys in the vendor
units allotted to them and identified a number of
common shortcomings in all the vendor units

(refer adjacent box).

iii.  Spurring innovation through 5S
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The BDS providers therefore undertook their campaigns in the units with intensive awareness
and training sessions on ‘5S-its benefits and applications’. From top management executives
to the lowest-level factory floor worker, all the units’' personnel were taken through these
training programs and guided on implementing the 5S principles in their own work-stations,
stage by stage. The 5S topics covered were:
1. Seiri-sorting and removal of unwanted or redundant items
2. Seiton—arranging items systematically on the principle ‘a place for everything and
everything in its place’
3. Seiso—cleaning up the workplace and maintaining cleanliness
4. Seiketsu—-standardizing methods to maintain orderliness and cleanliness
5. Shitsuke—evolving self-discipline and commitment
Kaizen events
The 5S sessions enabled personnel to realize, through hands-on efforts, that they could
themselves bring about substantial improvements in their working conditions as well as quality
of work by following simple principles and techniques. This realization strengthened the
confidence of the personnel and unlocked their innate creativity. In turn, this paved the way for
the conceptualization and implementation of a range of LM principles and practices by the
personnel themselves (with guidance as necessary by the BDS provider). Typically, these
efforts culminated in a ‘kaizen event'—that is, the development and adoption of an innovative
measure that yielded benefits in terms of higher production efficiency, better working
conditions, and the like. With each successful kaizen event, the personnel were further
motivated to think up and implement innovative ideas for improving their work practices and
working conditions; thus, LM principles and practices became progressively entrenched among
the unit personnel.
Ensuring sustainability of Lean Manufacturing
In each unit, the concerned BDS provider developed and put in place systems for good
management practices (e.g. formats for monitoring production, controlling inventory, and
scheduling maintenance tasks; posters and notice boards indicating production targets,
working rules and procedures, safety and health aspects, and so on). Also, the BDS providers
established a system of rewarding personnel who came up with innovative ideas or solutions
(i.e. kaizens) to improve operational efficiency and/or working conditions; and of ‘penalizing’
personnel who broke any procedure or rule that had been established. The rewards were given
in kind—typically, utility items like soaps, glasses, and so on. Penalties were usually levied in the

form of a nominal but exemplary fine; for instance, in case a worker smokes tobacco while on
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duty. These systems spurred enthusiasm of factory personnel at all levels and engendered in
them a sense of participation in the unit's production processes, strengthened loyalty and

commitment, and thereby helped in ensuring the sustainability of LM principles and practices.

5.6 Cluster Development in India through Implementation of MSE-CDP

In line with the constitutional principles of creating a welfare state and promoting bottoms-up
growth while promoting wealth creation, the development of clusters as engines of economic
growth has become one of the priority issues for the Government of India for enhancing the
productivity, competitiveness as well as capacity building of MSEs through its flagship MSE-CDP
Scheme.

Given the diverse nature of the MSEs in terms of both geographical location and sectoral
composition, the objective of the scheme is to address the needs of MSEs by augmenting the
economic health of the clusters. This can enable the achievement of economies of scale in terms of
deployment of resources as well as focusing on the specific needs of similar industries. The capacity
building of associations, setting up of special purpose vehicles (SPVs), consortia, etc. which are an
integral part of the scheme enable MSEs to leverage their resources and have better access to
public resources, linkages to credit and enhance their marketing competitiveness. In a nutshell, the
MSE-CDP scheme aims at holistic competitiveness of the MSEs.

The establishment of CFC and hard infrastructure as part of cluster development is a result of strong
social capital mobilization through stakeholder partnerships and higher levels of knowledge transfer
between MSMEs and other stakeholders, both internal and external. The MSMEs can also aggregate
raw material demand, via SPV, by procuring the same in bulk at reduced price resulting in a direct
cost benefit.

The overall scheme framework is explained in the diagram below (Refer Figure 26): As on date,
there are 40 completed CFC's in India and close to 68 ongoing CFC's under the MSE- CDP scheme.
Haryana has been one of the few states which has been extremely proactive in developing clusters
throughout the state under the CDP program. Haryana has identified about 30 clusters for MSE-
CDP interventions with interventions in advanced stage at 06 clusters in the state at Karnal (02-
Print, packaging and Pharmaceuticals Cluster), Panipat (Textile Machinery Cluster), Kundli
(Stainless Steel Cluster), Yamunanagar (02-Plywood and Stainless Steel Cluster) and Bahadurgarh
(Footwear cluster). The state has also announced a Mini Cluster Scheme, one of its kind in India,

and intends to set up 25 mini clusters across the state.
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In elevating Haryana as a model state for cluster development, the MSE-CDP Scheme and State

Mini Cluster Scheme will be critical intervention areas which are expected to gain significant
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Figure 26: MSE-CDP Scheme Framework
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traction in the immediate future. Therefore, this section highlights the action points for
Haryana for horizontal replication in better implementation of the MSE- Cluster Development

Program based on recommendations and experiences of all Indian states & UTs.

In addition to field inputs ( cluster visits) from Andhra Pradesh, Tamil Nadu, , Jharkhand, Punjab
and Haryana; pan-India experiences in implementation of MSE-CDP Scheme have been
captured from MSME-DIs cluster development officers (CDOs) of all states & UTs during
National Workshop for Cluster Development Officers Under MSE-CDP held at Hyderabad during
June 2017. Some of the best practices highlighted by these CDPs that could be replicated in

Haryana are mentioned below. Some of these have already been implemented by Haryana.

Snapshot of pan-India experience in implementation of MSE-CDP scheme around 5 broad

thematic areas-:
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Area 1: Robust Monitoring & Evaluation for a more streamlined implementation of MSE-CDP

Dedicated ‘cluster development cells’ within the industry department and appointment of
CDOs at selected districts across the state.

Empanelment of a consultancy firm for scheme implementation to ensure consistency in
guality.

Hiring of a CDE to be made mandatory for all SPVs.

Systematic cluster selection process with proper need identification to be undertaken prior
to taking up the DSR.

A robust M&E framework from DSR preparation to financial project closure.

Handholding support to SPV members for UAM and MSME databank filing. Additionally,
UAM and MSME Data Bank to be filed and verified by DICs before the submission of DPR.
SOPs to be put in place post the final approval with a concrete action plan for 2 years to
expedite CFC establishment.

Checklist on evaluation of DSR and DPR to be prepared.

Standardized templates for DSR and DPR preparation.

A technical agency to be engaged during development of DPR for machinery finalization.
Larger empanelment of financial institutions for speedy appraisal of DPR.

Standardized template for reporting by CFCs with a pre-defined time for bank for appraisal.
Prescribed preform for joint physical verification, physical targets vs physical
achievements report, PERT Chart, utilization certificate, etc.

Mandatory empanelment of Programme Management Service Provider (PMS) for every

SPV implementing CFC.

Area 3: Ease of Operations and Special Relaxations under Mini Cluster

The condition for a minimum 10 members in SPV under Mini cluster scheme may be relaxed
in exceptional cases, particularly for /backward districts.

Reduction in mandatory building lease period from 10 years to 5 years.

Reduction in the contribution of SPV members (from 5% instead of 10%) in micro-clusters.
Funding should be provided to set up ‘Flatted Factories’ which could be run by SPVs.

Units should be allowed to brand the products in cluster’'s name.

Area 4: Awareness creation and Trust Building



Leading Practices Report for Haryana MSMEs

Trust building workshops among MSMEs and industry associations should be conducted.
Knowledge support and capacity building of the DIC staff and state implementing agencies
as per the MSE-CDP and Mini Cluster guidelines.

Dedicated budget allocation for awareness programs on various government schemes.
Cross - Cluster activities and exposure visits to best performing clusters nationally and
internationally.

Mass dissemination of success stories under MSE-CDP.

Area 5: Formulation of BoPs for SPV

Consultant/NDE to be hired immediately by SPV after in principle approval for regular
coordination among various departments.

Apply for CLU in time, right after project identification.

Land identification and finalization while the DPR is being prepared so that SPVs ownership
is generated.

Support the growth of industry associations.

Learnings for Haryana

can be categorized into the following two areas:

Project Implementation

Based upon the case studies presented, leading practices for cluster development in Haryana

The Haryana State Government through the Department of Industries and Commerce
can leverage technical expertise (area experts, consultants, technical agency) in
formation of consortiums/networks of exporters, marketers, high end technology
manufacturer's etc. Consortium building lies at the heart of cluster development which
can help build the critical cluster mass through inter-firm and inter-actors collaboration
and trust-building. Some of the specific interventions through consortium formation
that the state Government should aim for can be- Skill Development Centers, Technology
and R&D Centers, Export Corporations, Export promotion instruments, joint advertising
campaigns & marketing consortiums.

Also few emerging clusters from the state can serve as model clusters for an end-end
vision formation to on-ground vision implementation and also be provided focused

mentorship and technical advisory support.
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Targeted sectoral programs/ interventions

Sectoral Programs can be propelled into most traditional clusters in the sectors such as
handicrafts, textiles in replicating the best practices of similar clusters in other states
like Punjab (Ludhiana), Odisha and Rajasthan ( such as UNIDO interventions). Focus of
interventions can be an end-end ecosystem transformation of these clusters.
Accordingly capacities of the related department agencies in these sectors can also be
built.

Reference Leading Practice:

» Hosiery Cluster, Ludhiana- Consortium Formation

> Cluster Development, Odisha- Focus sectors cluster ecosystem Transformation

The Department of Industries and Commerce can implement a phased cluster twinning
program between the developed clusters across the focus sectors of the state such as
automobile, textiles, footwear with the leading international clusters in Italy, Germany etc.
In the second stage, the emerging clusters of the state can be twinned. Sufficient
mechanisms to transfer positive pilot experiences (stage 1) to other clusters (stage 2) to
be put in place during the design phase of the projects.
= The focus of cluster twinning program can be adoption of manufacturing
best practices, business partnerships, collaborations and knowledge flow.
By promoting cross-cluster activities, the cluster critical mass can be
thickened by twinning not only the principal firms but also the support
stakeholders. In line with the industrial growth priorities of the state. In
case of the emerging clusters, export promotion must be a key priority and
must map the demands and needs of companies and clusters and then, the
matching markets, clusters and companies can be identified in the twinning
partner. Same must be the case for the developed clusters which are
focusing on outsourcing and delocalization.
= The twinned clusters may be the ones which are created as the model
clusters for an end-end vision formation to on-ground vision
implementation (as mentioned in the point above) and these clusters can
eventually serve as the smart clusters of Haryana.

Reference Leading Practice:
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Chennai Auto-Component Cluster-Cluster Twinning

The Department of Industries and Commerce can facilitate a targeted BDS program
across five clusters of Haryana (selected from the clusters where interventions are
ongoing under MSE-CDP and Mini Cluster Scheme) to bridge the gap between existing
MSMEs and business development services providers in these clusters. Through a
targeted BDS intervention, Haryana will be able create macro-clusters by forging
powerful synergies between the focus sectors clusters and the existing BDS
ecosystem.

A targeted BDS intervention will augment the business services ecosystem across these
clusters and compliment the efforts being made under the MSE-CDP Scheme and the

Mini Cluster Scheme.

Reference Leading Practice:

Mohali-Chandigarh-Panchkula Engineering Cluster- SIDBI-BDS Programme

5.7
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Implementation of MSE-CDP

A dedicated Cluster Development Cell can be set up within the Department of Industries
and Commerce, Government of Haryana responsible for identifying, mapping, and
monitoring the implementation as well as assessing the impact of cluster development
initiatives on regular basis.

For implementation of cluster development projects in Haryana under MSE-CDP and Mini
Cluster Scheme, a Cluster Development Co-ordination Committee (CDCC) can be
constituted under the Chairmanship of Director of Industries & Commerce, Government of
Haryana. The committee may operate under the overall monitoring of the State Level
Project Steering Committee (SLPSC).

The department’s capacity must also be augmented comprising of professionals with
managerial and technical expertise along with Cluster Development Managers for the focus
sector clusters in the state.

In addition to the interventions under the MSE-CDP and Mini-Clusters Scheme, the
department can also effect interventions under other Government programs such as the
MSME-Cluster Intervention Program (M-CIP) with an overall objective of creating Smart

Clusters in Haryana (Table 8), as one of its kind in India.
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Table 8: Smart Clusters in Haryana

Smart Clusters in Haryana: The Vision

l. Well maintained basic infrastructure
Approach roads / internal roads.
Regular power supply / own power plant and water supply.
Green / climate friendly

Il.  Self-sufficient internal infrastructure Q D &
Common Facility Centre - Tool rooms, design centre, testing laboratories. '
Common Effluent Treatment Plant.
Own Raw Material bank/warehouse.
Own trade fair/exhibition centre.
Knowledge centre.
Permanent skill development arrangement.
Own website

1. Cluster management

A strong industry association, with proactive role in channelizing credit to its members.
An SPV with active member-contribution
Financing tie up with at least one leading bank
Access to experts for problem resolution

Proactive support to banks/Fls in developing customized financial products/schemes for
the cluster.

5.8 State Government Initiatives for MSME Growth in India

The below table (Table 9) gives a synopsis of various State Government initiatives within the State
of Haryana.

Table 9: Leading Practices for Haryana

Leading Practices for Haryana

1. Policy and Regulatory Framework

Sick unit revival and rehabilitation roadmap ( scheme)
Sick unit revival cell

Progressive labour policies and reform

2. Entrepreneurship Development

Closely knitted entrepreneurial ecosystem and start-up infrastructure
(space/campus) across select industrial hubs like Gurugram, Faridabad, Karnal
Policy for innovation and start-up

Incubation and entrepreneurship development fund
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3. Access to Infrastructure

Role expansion of HSIIDC for providing project life cycle support
Industrial area and cluster specific information repository on project shelf, infrastructure

availability, demand-supply forecasting (infrastructure), to be maintained by the HSIIDC

4. Access to Finance

Venture capital fund maintained by Haryana State Financial Corporation (HSFC) as the venture
capitalist

Focus sector venture capital fund (textiles, agro-processing etc.)

5. Access to Markets

Focus sector vendor development programs (VDP) and Reverse Buyer seller meet (RBSM)

Value chain analysis & strengthening cell

Summary

A competitive regional industrial ecosystem involves a multi-layered landscape of functions,
economic enablers and policy context in which industrial growth evolves and competitiveness is
attained. In line with the theoretical competitiveness framework for MSMEs ( as outlined in chapter
1), the role of government as a facilitator in developing competitive ecosystem has direct impact
on meso-level competitiveness which depends on supporting institutions, regulations and

availability of specialized factors (as forces) such as infrastructure, finance, markets.

Meso-level competitiveness is specifically concerned with shaping specific environment in which
firms operate and this makes government interventions most effective in this segment. This is so
because at the meso level, the state and societal actors interact in creating competitive advantages,
often by pursuing opportunities that cannot be realized by individual business entrepreneurs due

to high barriers to entry, scale intensity and/or other market failures.

Over the past few years, The Haryana State Government has made positive strides by introducing
strategic interventions for transforming the industrial ecosystem of the state spearheaded by the
Haryana Enterprise Promotion Policy 2015. However, there persist certain gap areas in the overall
industrial ecosystem of the state, with special focus on MSMEs, which have been identified for

Haryana based upon reference leading practices across other Indian states.

The focus of this chapter is therefore to document some of the most successful interventions by
state Governments in India for MSME growth which can be replicated in Haryana. Relevant to

Haryana's industrial ecosystem, the ecosystem components captured in this report include
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targeted schemes & policies, infrastructure and entrepreneurship development, access to

finance and market.

5.9 Successful MSME Interventions- Policy and Regulatory Framework

The MSME sector has emerged as an engine of growth in the country. This sector has exhibited
tremendous capacity for employment generation, technical innovation, promoting inter-sectoral

linkages, raising exports and reducing regional imbalances.

Having access to information on various schemes and government support initiatives is crucial for
effective facilitation of MSMEs.

5.9.1 Scheme for Revival of Small Scale Industries, 2006, Andhra Pradesh

The high incidence of industrial sickness, given the uncertainties in the business accentuated by
lack of ecosystem support has been largely responsible for plodding the pace of industrial growth
of states in particular and the nation at large. In recognition of this sickness problem being faced
by the MSMEs, there needs to be a systematic diagnostic and recuperation support with respect
to rehabilitation of potentially viable sick units, identification of a unit as sick and early detection
of incipient sickness. There is also a need to lay down procedure to be adopted by banks before

declaring a unit as unviable.

In doing so, Andhra Pradesh Government through the A.P. Small Scale Sick Industries Revival
& Rehabilitation Scheme-2006 has laid down a systematic framework for MSEs for rehabilitation

of potentially viable enterprises and preventing incipient sickness.

The backbone of the scheme is tapping banks/financial institutions for servicing the sick units and
provide rehabilitation package for their quick revival to join the main stream. The scheme focuses
at units that are considered potentially viable after a careful scrutiny by the financing
banks/institutions for feasibility of revival and rehabilitation. As per the scheme provision, 6%
interest subsidy will be provided to all identified/eligible sick units, subject to maximum of Rs.2.00
lakhs per year for a maximum period of three years. The scheme with a package involves part
compensation of a few sacrifices by the financing institutions and the Government agencies
involved. Some of the key incentives of the scheme include relaxation from Urban Land Ceiling
(ULC) Act, deferment of CT arrears and relief in energy charges.

Another unigue feature of State's schematic framework has been rigorous identification process

for sick units through district-wise surveys in 2004 to ascertain the feasibility of revival of sick
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industries through various agencies/institutions like A.P Industrial & Technical Consultancy
Organization (APITCO), National Institute for Small Industry Extension Training (NISIET),
Federation of Andhra Pradesh Small Industries Association (FAPSIA). The state Government also
ascertained views of industries association and chambers like the Federation of Andhra Pradesh
Small Industries (FAPSIA), Federation of Andhra Pradesh Chamber of Commerce and Industry
(FAPCCI), Confederation of Indian Industry (CII) etc.

Key Features of the Scheme:

1. Creation of Small Scale Sick Industries Revival and Rehabilitation Fund: Role: Separate
fund earmarked in the Department’s annual budget which is responsible for partially
compensating the sacrifices made by the Financing Institutions, Banks, etc. Advantage: A
unit which has been closed due to sickness during the pendency of the incentive scheme of
the State Government normally faces recovery of the incentives enjoyed by it. However, the
APSSSIRRS may waive the recovery and consider rehabilitation package under the scheme,
provided, the unit resumes production for at least 5 years or remaining period of incentives
under the incentive scheme.

2. Constitution of Special Cells: Creation of State Level Special Cells to consider the
recommendations of the financial institution for the sanction of rehabilitation/revival
package as per guidelines.

3. Constitution of State Level Rehabilitation Committee: A State Level Committee Headed by
the Commissioner of Industries is constituted for processing, extending reliefs and
concessions as also to formally approve the recommendations of the financial
institutions/banks.

4. Constitution of AP Small Scale Sick Industries Rehabilitation Board: At the highest level,
the 22-member board, headed by the Chief Minister, is responsible for taking policy decisions
for implementing AP Small Sick Industries Revival and rehabilitation Scheme-2006. It also
responsible for reviewing the action taken by the Banks/Financial Institutions and the State
Level Committee including the quantum of assistance released to sick industries under the

scheme.
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5.9.2 Amendments in Labour Laws, 2014, Rajasthan

As one of the first in India, the Government of Rajasthan in a bid to create an opportune
regulatory framework for industries, attempted an overhaul of the labour and industry related
regulations in the state. In 2014, for improving ease of doing business in the State, the
Government introduced a string of amendments to key labour and industry requlations in the

form of State amendments.

The amendments were incorporated taking into account recommendations from various expert
committees, judgments of Supreme Court, keeping in view the Environment Protection Act, 1986

and also various International Labour Conventions.
The Act and Regulations which have been subjected to changes include(Refer Figure 27):

1. Industrial Disputes Act 1947

2. The Factories Act 1948

3. The Contract Labour Act 1970

4. The Apprentices (Rajasthan Amendment) Act 2014

Rajasthan State Amendments in Labour Laws

(2014)

Labour
Reforms -
Industrial . Contract A.pprer.mt
Q Factories -iceship

Disputes Laborer

Figure 27: Rajasthan State Amendments in Labour Laws (2014)

1. The key amendment made to the Industrial Disputes Act seeks to remove the prescribed
Government nod required for companies employing up to 300 employees for laying off or

shutting down units as against the previous norm of 100 employees. The amendment has

173




Leading Practices Report for Haryana MSMEs

given greater flexibility for a large number of companies for hiring and laying off to
adjust to market demand supply scenario, enabling loss making business to exit without
delays. Amendments have also been brought in with regard to unions where the amended
law requires unions to have 30% of total employee membership to form a union while the
previous norm required membership of only 15% of the workmen. The amendment is
aimed at limiting the number of unions and labour- management interface.

2. The applicability of the Factories Act has also been amended by the state Government.
Previously, under the act, the applicability was for companies employing 10 or more
employees with a power connection and 20 or more employees without electricity. The
amended act changed the applicability of Factories Act for companies with more than
20 workers with electricity and 40 workers without electricity, to reduce the burden of
compliance on companies in the State.

3. With the amendments to the Apprentices (Rajasthan Amendment) Act 2014, the
Rajasthan Government has addressed the long standing industry demand for exemption
from bearing recurring cost of basic training given to trade apprentices. Section 9-8(a)
has been amended to enable the state to reimburse to industry in each case of successful
competition of training of an apprentice, half of the cost of establishment (in units
employing more than 250 workers) and full cost of establishment (employing less than
250 workers). Another amendment allows third party training provider to conduct
practical training of apprentices. Since many industries lack proper training
infrastructure, this is expected to provide relief to both industry and trainees and

create an ecosystem for job creation.

Another welcome amendment to this act grants autonomy to the State Apprenticeship Council
which is no longer mandatorily affiliated to the Central Council along with a State
Apprenticeship Advisor. This is likely to ensure more flexibility at the State level for faster
decision making related to the apprenticeship /training sector. The amended act also ensures

that any stipend paid is not less than the notified minimum wage of unskilled workers.
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5.10 Successful MSME Interventions-Entrepreneurship Development

5.10.1 India's largest start-up Incubator: Telangana-Hub

As India’'s first and largest start-up incubation ecosystem, T-Hub, is a technology incubation
center initiative of the government of Telangana to promote entrepreneurship in the State. T-
Hub has been envisioned by the State Government with the purpose of creating a conducive
entrepreneurial ecosystem within the State to attract the next wave of technology companies for
the full cycle of growth from seed stage to maturity by bringing the entire start-up community in
the state under one umbrella - the T-Hub.

Located in IIT Hyderabad, T-HUB is a unique technology collaboration (PPP) between the
Telangana State Government, IIT (Hyderabad) NALSAR (Hyderabad), Indian School of business
and key private sector leaders. The T-Hub provides one central business location to members of
the local start-up community for entrepreneurs, mentors, investors and academia to interact and

collaborate.

The entire ecosystem is anchored to a world-class, state-of-the-art 70,000 sft. building called
CatalysT, the largest building in India entirely dedicated to entrepreneurship. The T-HUB

premise hosts co-working spaces, meetings, mentoring, networking sessions and conferences.

T-Hub's main methodology is'4:

1. Provide state-of the art infrastructure to attract the best start-ups and entrepreneurs
from across the world to Hyderabad.

2. Create a tightly knit ecosystem of entrepreneurs, investors, incubators, accelerators,
mentors and academia.

3. Work with an extensive network of partners to help entrepreneurs launch and scale
innovative Businesses.

4. Equip innovators and organizations alike with the entrepreneurship skills required to

succeed, using methodologies that transcend traditional learning.

14 Telangana ICT Policy Framework 2016
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The Government of Telangana s
working actively in establishing
Telangana as an IT destination, not
only in India but globally. In addition to
the T-HUB, the State Government is
encouraging both private and public
institutions to set up Incubation
centers, accelerators, seed funds and
other similar concepts that can provide
critical support to early stage
entrepreneurs. Telangana is one of the

few states to offer an elaborate

information technology ecosystem through a very comprehensive policy framework which

includes the ICT Policy Framework 2016 and 4 allied policy frameworks- Innovation Policy,

Policies on Rural Tech Centers, Innovation Policy, Electronics and Gaming Policy.
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5.11 Successful MSME Interventions-Access to Infrastructure

5.11.1 Infrastructure Facilitator - Gujarat Infrastructure Development Board (GIDB)

In creating an elaborate legal and organizational framework for infrastructure development in
the state, Gujarat Government created the Gujarat Industrial Development Board, as the nodal
agency under Gujarat Special Investment Region 2009 for all SIRs related approvals in the
state. In 1999, the Gujarat Infrastructure Development (GID) Act was enacted which provided
legal framework and roadmap for PPP and in 1999 GIDB was established as the first ever PPP
legal framework in India and as an advisory body for PPP projects in the state.

GIDB has been at the forefront of executing large scale infrastructure projects in the state and
mobilizing support from the private sector. GIDB's key accomplishment has been chalking out

of clear cut and comprehensive policies supported by a legal framework.
The key features of GIDB have been highlighted below (Refer Figure 27):

Functions of GIDB:

1. Monitor overall planning and implement framework studies.

2. Conduct pre-feasibility and feasibility studies for various infrastructure projects.

3. Selection of developer is done through a transparent bidding process.

4. Framing, vetting, approval and monitoring of Concession Agreements.

5. Advise the Government on policies on infrastructure such as the Road Policy, Port
Policy, Civil Aviation Policy, Power Policy.

6. Capacity building amongst Government agencies and their staff for public private
participation.

7. Nodal agency for viability gap funding for Central and State Government. The viability

gap funding scheme of the State Government is implemented by GIDB.

The provision of end-end implementation support across the project life-cycle by GIDB) is a
unique practice in the infrastructure development space in India. Another unique feature of
GIDB is the maintenance of a detailed repository of industrial parks on the state.

The Board maintains detailed information from macro-level (economic profile, demand-
supply scenario, infrastructure availability at the industrial estates) to the micro-level

detailing (project shelf and feasibility studies) (Refer Figure 29).
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A detailed up-to date project shelf is being maintained across the major sectors of the state
economy (14 in no.) such as electricity, ports, railways, engineering, chemicals in addition
to the general category along with information on investments and financing requirement of
developing the industrial lands. A district-wise distribution of industrial investment is also
captured along with the IEM figures and District-wise industrial park capacities being planned.
In a bid to provide end-end investor facilitation, GIDB is maintaining information on critical
components of the project life cycle such as clearances, list of projects and the sector specific

value chain.

Project Identification

1

Project
Conceptualization

{ Pre feasibility or

Whether or not to be feasibility study
implemented by the | ———————————————
Private Sector

1

Whether or not to be
implemented by the
Public Sector

!

To be implemented
by Government
Agency

The GIDC information repository (Refer Figure 30) is equipped with tools for plot-search
(refer illustrative) and estate wise tree feeling maps.

Figure 28: GIDB
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Piot Information
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5.12 Successful MSME Interventions-Access to Finance

5.12.1 Gujarat Venture Finance Limited (GVFL)

Gujarat Venture Finance Limited (GVFL) supported by the Government of Gujarat is one of its
kind venture capital fund created in the country to support MSMEs and promote entrepreneurship
by enabling finance (Refer Figure 31).

The Government of Gujarat has set-up a venture capital fund in the State for the purpose of
making venture capital investment towards promoting entrepreneurship in innovative and new
concept in sectors like MSME, IT & ITES, Biotechnology, Energy, Clean technology, etc.
Following suit (Gujarat as an example) different types of venture funds have been created by

various states like Punjab, Karnataka, Rajasthan and Madhya Pradesh.

as a Ventlge Capitalist

u Gujarat Startup

Ecosystem

e spent so far for
he Startup Ecosystem

Figure 31 Gujarat Startup Ecosystem and Venture Capital Fund

Standard Structure of the Fund:

State MSME Fund: Formed as a Trust under the Indian Trust Act 1882, with corpus of
close to Rs. 100 Crores. This State MSME Fund is registered with SEBI.
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State Venture Capital Trustee Private Limited: Formed with nominal capital, this
company acts as a Trustee to the Fund. The Trustee Company is required as per SEBI

guidelines.
Features:

Oversee the functioning of the fund and appointment of fund manager.

Execution of investment management agreement with the manager assigning some of
its functions and duties to the Manager.

The Board of Trustee Company comprise of eminent professionals, industry experts
and nominees of investors. Anchor investor can also nominate a member in the Board
of Trustee Company.

The MD/CEO of the AMC may be appointed as Executive Trustee. There is usually no
physical existence of trustee-company and all day to day operations of the Trustee

Company are handled by AMC as per the Investment Management Agreement.

State Venture Capital Limited: The SVCL acts as a Manager of the Fund and is formed

as a public limited company. It performs the following functions:

1. Fund raising from various investors.

2. Source the deals, conduct due diligence and present to the investment committee
for approval for investment.

3. Responsible for regular monitoring of the investee-company, providing exits and
return of funds to the investors.

4. Build team of investment professionals and support staff like accounts, legal etc.

5. Responsible for all day-to-day operations of the fund like audits, compliance, NAV
etc. with a periodic reporting to the Board of the Trustee Company.

6. The SVCL is paid management fee (~2% of Fund corpus every year) for its services

provided to the Fund.
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5.13 Successful MSME Interventions-Access to Markets

5.13.1 Madhya Pradesh Laghu Udyog Nigam (MPLUN)

This is first of its kind initiative in India to develop Madhya Pradesh vendors (mainly MSMEs) as
competitive manufacturers & suppliers of components required by anchor units and MNCs. The
mission of the program is "Exploring the concept of export marketing for small-scale sector with

optimum utilization and expanding future possibilities".

The vendor development programme being undertaken by The Madhya Pradesh Laghu Udyog
Nigam (MPLUN) (Refer Figure 32), is targeted towards developing MSMEs capable of supplying
to various components to large government sectors like railways, defence, power, PSU like BHEL/
coal fields and other private sector large industries. The program is targeted on local and outside
state markets by establishing industrial linkages. The program is being implemented in a phased
manner with an exclusive focus on key sectors such as textile, automobile, defence,

pharmaceutical, food processing in the first phase.

800 vendors

and

85 anchors
registered

150+ pos

generated

e = 30| Y| S | |

Food Processing Automobile Engineering Pharmaceutical Textiles Services

Figure 32 Vendor Development Programme by MP-LUN, Government of Madhya Pradesh
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The major objectives of the program were:

Export promotion: Enhancing export capacity of these vendors which will lead to
business expansion and increase in production as well as profitability. This will help the
industrial sector to achieve sustainable growth.

Import substitution: In order to leverage the profitability of vendors, the emphasis needs
to be towards increasing volume of production along with quality and technology
assurance to meet anchor unit requirements. This will increase supply from local
vendors.

Contribution enhancement in states industrial output: The focus of the program will be
to increase production volume by maintaining quality standards with the use of latest
technology.

Marketing assistance: Marketing assistance will help business or enterprise to enter/tap
new markets and gain market sophistication through international network of marketing
and product development expertise.

Capacity building of vendors: Capacity of vendors will be enhanced pertaining to
working capital management, technological upgradation, skill development, facilitating
micro credit, financial inclusion and revival of sick industrial units in wake of rising land
prices which will lead to increase in volume of production.

Institutional re-orientation: The primary implementation functionary of the VDP is
through MSME-DIs. Accordingly, the capacity building of MSME-DIs is a key consideration

for the success of the program. The MSME-DIs are responsible for the following:

1. lIdentification of ancillary opportunities of new ventures of existing medium &
large undertakings.

2. Vendor development program, seminars & exhibition for ancillary development.

3. Sub-contract exchange for enlisting units with additional production capacity,

facilitating tie-ups.

One of the highlights of the VDP is the RBSM (Reverse Buyer seller meet) which is a unique
opportunity provided to SMEs of the state to explore the possibilities of overseas business at

their door step. It is an annual event being organized by MPLUN with the help of the

Government of India and the Commerce, Industries and employment Department of the MP.
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Through this initiative, SMEs get an opportunity to interact with the overseas prospective
buyers in a business environment facilitated by MPLUN. This helps in connecting international
consumer markets across the world with export industries of MP and create international
network of marketing and product development expertise with the help of international
designers and trend-setters. So far, 6 reverse buyers sellers meet have been organized

successfully across the state.

Learnings for Haryana

Conducive “pro-MSME" regulatory framework

The case studies presented in the section above highlight as to how other state governments
have anchored ecosystem level interventions for developing MSMEs in terms of regulations,
infrastructure, markets, finance and entrepreneurship. These pan-ecosystem initiatives and
responses can be useful learnings for Haryana state Government in promoting MSME
ecosystem transformation in the state. The recommendations based on these leading

practices have been documented below and can be categorized into the following 5 areas:

At present, the state has sizeable presence of sick units, with approx. 15, 900 identified sick
industrial units that are yet to get the required help from the government. Since this
industrial sickness can be a major deterrent for Haryana's industrial growth, the state
Government can prioritize sick unit revival, as the most pressing lever for intervention from
the standpoint of requlatory enablement. This can be a short term intervention by the state

government.

The state government's sick unit revival approach can be designed in the form a holistic
scheme which is cross cutting across major gap areas such as flow of institutional finance,
non-productive asset management. The scheme should provide incentives based support
for technology upgradation, skilled manpower availability, better managerial know-how
and enabling market access for the potentially viable units. The proposed schematic
framework for sick unit revival must delineate a strong identification mechanism for sick
units with district-wise information on aspects like debt and date of closure of each sick unit.
The schematic framework will have larger focus on rehabilitation effort of the sick units
identified in terms of early detection of signs of incipient sickness, adequate and intensive
relief measures and their speedy application rather than giving a long span of time to the

units for rehabilitation. The scheme can also lay roadmap for units which are not capable of
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revival through bank offered settlement and/or resorting to other recovery measures

expeditiously.

In preparation of schematic framework and undertaking surveys at the district level for sick
unit identification, the state government can leverage services of professional consultants,

sector experts/organizations and specialist survey organizations.

For an effective implementation and long term support, the Industries Department may also
create a dedicated sick unit revival cell (2-3 dedicated members/staff with mandatory
participation of bankers/ex-bankers) dealing exclusively with sick unit revival cases. One of
the important functions of the cell can be working on recommendations of the financial
institutions for sanction of rehabilitation/revival package. In addition, the schematic
framework must identify an implementation framework and functionaries such as State Level
Rehabilitation Committee (mid-level) and a rehabilitation board (highest-level), on lines of
Andhra Pradesh’s Scheme for Revival of Small Scale Industries, 2006.

In the medium-long term, the state Government can retune its labour and industry related
regulations and make it enabling by reducing the burden of labour compliance for industries.
This can be done on the lines of Rajasthan’'s Amendments in Labour Laws, 2014. Any
proposed amendments can be incorporated by taking into account recommendations from
expert committees, High Court judgments, environment acts and rules and also various

International Labour Conventions.

Reference Leading Practice:

Scheme for Revival of Small Scale Industries (APSSSIRRS), 2006, Andhra Pradesh

Entrepreneurship Development

The Haryana Government has taken reassuring steps in assisting and guiding entrepreneurs
in obtaining industrial approvals and clearances and thereby creating an enabling environment
for creating an enabling environment for doing business. But for sustaining the culture and
leapfrogging to the ranks of industrially advanced states with robust MSMEs, a competent pool
of entrepreneurs need to be created within Haryana. Towards this, the Haryana State
Government can anchor end-end entrepreneurial ecosystem and start-up infrastructure
across selected industrial hubs like Gurugram, Faridabad, Karnal on the lines of T-Hub
(Telangana) with world-class incubation space, seed funding, mentorship and international

exposure.
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The state government can forge PPP partnerships with the leading managerial and
engineering institutes of the state such as MDI, IIM Rohtak, NIT Kurukshetra, Ashoka
University and key private sector leaders. The incubation ecosystem can bring together
entrepreneurs, incubators, accelerators, mentors, academia and big-ticket global and national
investors. The state Government can also facilitate the creation of centers of excellence for
incubation and entrepreneurship development with high sectoral focus (around Haryana's
major focus sectors) for proposed entrepreneurship hub of the state.

To provide a long-term institutional support for entrepreneurship development, the state
Government can introduce dedicated policy for innovation and start-up with globally
benchmarked social infrastructure for promoting start-ups and dedicated incubation support

through incubation and entrepreneurship development fund.

Reference Leading Practice:

T-Hub (Telangana)

Access to Infrastructure

For leveraging agglomeration benefits, each district of Haryana can function as a spoke to the
key regional economic hubs (possibly Gurugram-Faridabad, Panchkula-Ambala, and Sonepat-
Panipat) based upon its competitive advantage. Given that each district has uniqgue economic
strength, both the regional hubs and district spokes can play an instrumental role in attracting
significant amount of investments, creating huge employment opportunities and developing

export potential.

In order to promote this hub-spoke economic growth and securing orderly establishment &
organization of industries in industrial estates/areas, the state Government through its nodal
agency for infrastructure development, HSIIDC, needs to provide an end-end investment
facilitation support and infrastructure development across the project life-cycle, on lines of
GIDB, right from project identification , conceptualization to project bidding and contract
management. The HSIIDC also needs to strengthen the PPP route for big-ticket infrastructure

investments in the state, as these are likely to have a positive spill over on the MSMEs.

In addition, there is also a need to streamline and strengthen the information access for the
potential nd existing investors in the state, as regards infrastructure development. For this,
HSIIDC can create detailed information repository on infrastructure colocation for industrial

parks/hubs colocation (i.e. support network infrastructure) disseminated through its website.
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Presently, the website provides only baseline information on infrastructure development in terms
of estate management, financial services, legal and social activities with no information on project
shelf, infrastructure availability, demand-supply forecasting (resources) for industrial estates/areas in the
state. Therefore on lines of GIDB, the HSIIDC can create detailed infrastructure related information
repository for its major industrial estates/areas and clusters with end-end portfolio (for districts, key
industrial agglomerations and projects) containing macro-level information (economic profile, demand-
supply scenario, infrastructure availability) and micro-level details (feasibility studies, value chain

analysis) along with up-to date project shelf for major focus sectors.

Reference Leading Practice:

Gujarat Infrastructure Development Board (GIDB), Government of Gujarat

Enabling Access to Finance

The Haryana state government can set up venture capital fund for financing full array of business
start-up and growth initiatives, programs to support innovation, venture investment support,
entrepreneurship, collaboration and commercialization. The fund seeded by the State
Government can be targeted towards promoting innovative initiatives focusing on inclusive
growth for MSMEs. This can play a crucial role in creating conducive entrepreneurial culture in
the State.

Additionally, for supporting focus sectors of Haryana, this venture capital fund can have separate
earmarked components for the focus sectors such as textile venture capital fund, agro-
processing venture capital fund etc. The fund can be controlled by the state finance corporation
(e.qg.: Haryana Venture Capital Limited as SPV) and its standard structure can be designed on the

lines of Gujarat Venture Finance Limited (GVFL).

For creating and scaling up the fund, the state government can collaborate/invite participation
from financial institutions such as SIDBI, Government agencies, such as Infrastructure/Industrial
Development Corporations, by way of subscribing to equity to special purpose vehicle or by

providing special grants.

The venture capital fund is expected to:

Inject long term equity finance providing solid capital base for future growth.
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The venture capitalist as a business partner can share both the risks and rewards
with the MSMEs. This can be extremely critical for some of MSMEs in the most
traditional sectors such as dairy, agro-processing etc.

Provide practical advice and assistance to the company based on past experience
with other companies in similar situations.

Extend network of contacts in many areas that can add value to the company, such
as recruiting key personnel, providing contacts in international markets, introductions
to strategic partners, and co-investments with other venture capital firms when

additional rounds of financing are required.

Reference leading practices:

Gujarat Venture Finance Limited (GVFL)
Kerala Venture Capital Fund Pvt. Ltd.
Punjab Infotech Venture Fund

Hyderabad Information Technology Venture Enterprises Limited (HITVEL)

Enabling Access to Markets

The Haryana state Government can adopt a vendor oriented market development strategy for
MSMEs. The government, on lines of MPLUN, can create anchor-vendor platforms, connecting
the MSME units to national and international markets with export oriented units of Haryana and
create international network of marketing and product development expertise. Some of the state
government promoted initiatives (through the Department of Industries and Commerce) can be

focus sector vendor development programs (VDP) and Reverse Buyer seller meet (RBSM).

In addition to this, value chain strengthening for vendor MSMEs is a critical requirement and
bolstering market competiveness and integration, both nationally and globally. However there is
an absence of value chain analysis across focus sectors at an institutional level. Therefore as a
one of its kind initiative, the state Government can set up a dedicated value chain analysis &
strengthening cell (technical wing) within the Department of Industries and Commerce providing
a clear roadmap for productivity enhancement over the long-term. The roadmap will include
sector-specific programmes/reforms at a pan-industry level and mechanisms and
institutionalizing value-chain mapping, as a practice, across industries. Also specific programmes

for increasing the value-addition in each sector through diagnostic studies.
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Reference leading practices:

Vendor Development Program, Madhya Pradesh Laghu Udyog Nigam, Government of MP.

5.14 Industry Associations as Facilitator of Social Capital

The Below Table (Table 10) discusses the complex interplay of interactions that ought to be

considered with regard to the Government of Haryana and Industry Associations in the State.

Table 10: Interventions for GoH and Industry Associations

Leading Practices for Haryana

Recommended Interventions for Industry

Recommended Interventions for GoH

Associations

Dedicated Scheme for Industry Associations

for to enable their Infrastructure

Upgradation with special
provisions/incentives for SPV's.

Introduce a scheme for Awards to Industry
Associations of Haryana who have undertaken
some developmental work.

Preferential/free of cost land allotment to
leading state associations to set up
office/premises and other infrastructure.
Capacity building of industry associations
through training/workshops in collaboration

with NI-MSME, Hyderabad.

Facilitate business partnerships with the critical
cluster actors.

Financial cushion/fund for infrastructure
creation and technology interventions at pan-
cluster level by addressing venture capital
crunch.

Common procurement of raw material at cluster
level by aggregating demand for
material/services from the member units
Facilitate formation of trade-specific
consortiums, common branding and marketing
platforms at the cluster level.

Democratic governing structure of associations
with technical expertise.

Set up a secretariat for effective functioning of

the association.
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In India, micro and small sized enterprises are characterized by fragmented nature of operations
besides the sheer magnitude in terms of numbers. With an absence of institutional aggregators, the
realization of scale economies in resource-use becomes challenging in addition to only a smattering

interface with latest technology, infrastructure and
connections between

innovations. It is therefore by the mobilization of rich
individuals and entities that create

social capital that critical infrastructure gets created at

economic value

the cluster level which can be accessed by a large number

of units (traditionally small in both scale and scope).

Infrastructure creation through social capital not only helps address the problem of economies of
scale but also harness the region's competitive strength by building capacities to generate the
critical mass needed to compete effectively in global value chains and high growth markets. This
way, industry associations can help create a new competitiveness framework for long-term

investment and joint working between enterprises and the local/national institutions.

The essence of social capital lies in" trust building” among the stakeholders. By building ‘early trust’
based on prior relationships via industry associations, the success of cluster development activities

can be realized.

In India, there are several leading examples of industry association’s pivotal role in fostering a
culture of competitive collaboration towards common infrastructure both, at the cluster as well as
for the region as a whole. Therefore, capturing the leading association practices as regards social

capital formation and subseqguent ecosystem strengthening is the theme of this chapter.

Context and Challenges

The MSMEs in India are heterogeneous (in terms of the size of the Enterprises, variety of products
and services produced and the levels of technology employed) and fragmented despite being
geographically concentrated (clustered). They also lack presence of effective aggregators (industry
associations, business chambers) who can otherwise play a critical role in accumulating the need
and demand of individual units and mobilize resources for creating institutional mechanisms for

their capacity development.

An example of fragmentation is evident in Haryana which, despite a significant footprint of auto and
automobile manufacturing in districts like Gurugram and Faridabad, has most of the MSEs falling
into the tier Il supplier or below category and mostly operating in the unorganized sector (catering
to parent foreign and/or domestic large auto anchor units). Similar is the case with MSMEs in other

sectors and Indian states.
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Unless aggregated by a third party, MSMEs are unable to come together and pool collective demand
for raw material (through raw material banks), technology, infrastructure and business
development services at subsidized prices. As a result, the negotiation powers remain poor which
limit the pricing power and devoid the entrepreneur of huge potential cost savings. In the absence
of social capital creation, attaining economic competitiveness by units in clusters/agglomerations

remains to be a long-shot.

Key Solutions

By tapping the quintessential social capital which is defined as the “connections among individuals
-social networks and the norms of reciprocity and trustworthiness that arise from them" (Putnam
2000, 19); resources can be mobilized and shared demand be created (Refer Figure 33). Through
sustainable linkages between MSMEs, the larger scale business partners and support institutions;
common infrastructure can be created. A leading example for this is the SPV in Coimbatore cluster
(COINDIA) which by tapping the network of cluster actors was able to attract funding for not only
development of CFC but also expand the CFC from just for pumping industries to engineering and

foundry industries as well.

Understanding Social Capital Creation

Economic Competitiveness W Common Economic Goals
7] =
] ()
£l Robust Cluster Networks Favorable Business Climate >
e | -
8] : : )
O el Cuttm_g TR Resource Availability >
0o Services )
o Shared Prosperity of the ; x
: Capital
Region
Market Linkage Network Infrastructure ML
Institutions

Enablers

Figure 33 Social Capital Creation: Objectives, Drivers and Enablers

Working towards an economic goal, networks can be established between firms, both within the

cluster as well existing outside of the cluster. Such networks can be horizontal and vertical.

» Horizontal networks are built between firms that compete for the same market.
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» Vertical networks are alliances between firms belonging to different levels of the same value

chain, such as a buyer assisting its suppliers for upgrading.

Industry associations are well suited for establishing such networks amongst key cluster actors such
as related institutions, stakeholders, governance machinery, banks and particularly people and
communities. Through effective aggregation and successful alliance creation with institutions and
private sector, industry associations can facilitate provision of critical infrastructure and services
to smaller units at competitive costs. This can directly benefit them by bringing down the costs
(production cost and operation costs) and result in higher profits.

If channeled appropriately through industry associations, local networks can provide financial
support to anchor the growth of the particular industry of the region and also improve the economic

situation of regions which have insufficient economic structures to start with.
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5.15 Leading Practices by Industry Associations

5.15.1 Creation of Networks by Tirupur Exporters Association

One of the leading examples of an industry association's catalyzing the economic growth of the
cluster and perhaps the entire region is the Tirupur Exporter Association’s (TEA) intervention in
the Tirupur Knitwear Cluster (Tirupur, Tamil Nadu). TEA was successful in mobilizing cluster
entrepreneurs to foray into exports in order to tap the favorable export headwinds which where
prevailing for the region and encourage the individual units to establish forward and backward

linkages simultaneously to cut down the cost.

Through strong ‘gounder’ community ties, an enterprising DNA spearheaded by common vision
and collective bargaining, TEA has successfully raised resources from its members to create
critical infrastructure and a robust business development ecosystem in the Tirupur Knitwear

Cluster.

With the motto of “Yesterday's Labor Today's Owner”, the Tirupur Knitwear Cluster has
provided the strongest evidence of how small enterprise can scale up as a thriving large business.
The vital ingredient of the success of this cluster has been the proactive interventions by TEA
spearheaded by the astute enterprising acumen of the knitwear cluster members. Through its
interventions, TEA has successfully changed the cluster landscape of Tirupur and elevated the

status of Tirupur from an obscure village to a leading producer in the global knitwear market.

An essential part of the strategy was resource mobilization for purchase of land parcels in and
around Tirupur solely through funds and donations made by the more established association
members. The interventions such as Knitwear Industrial Complex, NIFT-TEA Knitwear Fashion
Institute, TEAKTEX were completely supported by TEA members in the initial stages. However at
a later stage, effective collaborations with state government agencies as well as private players
were forged which bore testimony TEA's efforts in mobilizing cluster actors for creating common
criticalinfrastructure. Further, realizing the necessity of environmental compliance by the cluster
in 2012 and in the wake of a potential ban on polluting units, TEA was able to quickly mobilize
resources from its members to support the creation of effluent treatment plants-ETPs (18 CETPs
and 75 IETPs), in addition to the government funding. Also in order to address the issue of water
scarcity, TEA set up TIDCO with participation from exporters and dyers and raised Rs. 10 cr which
were then channeled towards the creation of New Tirupur Area Development Corporation Limited
(NTADCL). NTADCL was established under the PPP model and Rs. 1200 cr were raised for
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creation of water supply infrastructure which enabled uninterrupted water supply at every

industries’ door step.

More recently, Tirupur cluster is all set to become a one of its kind cluster in India to adopt zero
discharge (ZLD) technology in its ETPs. The leadership at TEA is also actively involved in political
networking at the highest levels towards dedicated policy focus for the Knitwear Industry in India.
TEA has also created a common brand called “Vibrant Tirupur”, a one of its kind initiative in the
country for branding the entire cluster as one entity and creating a strong market identity for
Tirupur' s knitwear industry. Under the common brand of Vibrant Tirupur, TEA has
conceptualized Tirupur Vision 2020 to elevate the status of Tirupur as the Knitwear Capital of
India with the ultimate objective of reaching Rs. 1000 cr worth of exports from the cluster,
creation of a multi-skilled talent pool and introducing innovative competitiveness enhancing

manufacturing practices.

5.15.2 Critical Common Infrastructure Creation by SIEMA

Southern India Engineering Manufacturers' Association (SIEMA) in Coimbatore is a similar
success story. This industry association, through collaboration amongst the individual
entrepreneurs has led to the creation of social capital and physical infrastructure (tool room,
testing center, skill development center) in order to advance the growth of the engineering

industry in Coimbatore, particularly pump, motor and foundry industries

5.15.3 Coimbatore Industrial Infrastructure Association (COINDIA)

Promoted by SIEMA as an SPV, Coimbatore Industrial Infrastructure Association (COINDIA) was
funded by Government of India, Government of Tamil Nadu and the progressive industrialists of
Tamil Nadu. As in case of the Tirupur Knitwear Cluster, COINDIA facilitated infrastructure
creation through mobilization of resources for purchase of land parcels in Coimbatore and
adjoining areas through margin money support from visionary member industrialists. The unique
selling proposition of COINDIA'S collaborative approach has been an exclusive focus on
addressing the technology and infrastructure related concerns of the pump, motor and foundry
units and a spontaneous and credible participation from the front line industrialists of the region.
The industry association has also remained at the forefront of hard infrastructure creation
through tapping government funding through schemes such as lHlUS Scheme 2003 (Modern Tool

Room, Rapid Product Development Center) and donor agency support from UNIDO (Energy
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Management Cell under GEF-UNIDO BEE Project). COINDIA has successfully forged big ticket
business partnerships within the region, taking active support from a large engineering company
of Coimbatore to create a raw material bank for Pig Iron. This is expected to benefit micro and
small foundries to reap the advantage of volume business in procurement. Overall, COINDIA has
been able to facilitate the creation of common physical infrastructure which is operational at 8

locations in and around Coimbatore.

5.15.4 COSMAFAN Marketing Society

An industry association exclusively for small foundries in Coimbatore, COSMAFAN Marketing
Society, with support from COINDIA has been successful in facilitating the relocation of polluting
foundry units outside the city limits, successfully convincing 150 members (out of the total 300)
to pool in money for purchasing the first land parcel. As one of its kind gated community for
foundries, this dedicated foundry complex has been spread across 3 locations in Coimbatore. The
association has been working actively towards expansion of the common foundry infrastructure
in the region by availing support under government schemes such as MSE-CDP. The association
has plans to set up sand reclamation plant and common melting system for distributing liquid iron

to individual units, a first of its kind for foundries in the region.

5.15.5 Coimbatore District Small Industries Association (CODISSIA)

Another leading example of common infrastructure creation by industry association is that of
Coimbatore District Small Industries Association (CODISSIA). With an objective of making
Coimbatore as the Hannover of India, CODISSIA facilitated the creation of a mega trade complex
with a capacity of around 50,000 exhibitors. As one of the biggest in Asia, CODISSIA trade fair
complex provided a much needed market infrastructure boost for conducting exhibitions, trade

fairs and buyer seller meets.

Overall, it can be stated that the Industry Associations in Coimbatore and Tirupur offer
horizontally replicable practices for social capital and common infrastructure creation towards

making Haryana's industrial agglomerations competitive.
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5.15.6 Common Infrastructure Creation at Industrial Estate by VATVA Industry Association

For creating common infrastructure at GIDC Vatva industrial estate, Vatva industry association
(VIA), an association formed by industries located in GIDC Vatva, has signed a MoU with
Ahmedabad Municipal Corporation (in 2005) for re-claiming 75% of property tax collected from
GIDC Vatva. This 75% property tax shall be transferred to VEL (SPV created as part of the MoU)
for upgrading the infrastructure at GIDC-Vatva. This is a one of its kind initiative by an industry

association in raising finance for developing infrastructure at industrial estates.

For the same, VEL has opened separate bank account as per term lenders stipulation with
a scheduled bank.

The VEL has been actively engaged in infrastructure development works of the following
types:

Resurfacing of existing roads and construction of new roads

Construction of storm water drain

Domestic sewage

Street light

Water supply upgradation

I

Plantation for creating a green belt
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5.15.7 Cluster Level Technology Interventions by Mohali Industries Association (MIA)

Founded in 1973, as one of the leading industry associations of northern India, MIA has been
exemplary in effecting technology interventions in Mohali's engineering industry through
clustering. At the time of its formation, MIA brought together 70 industrialists as members
including vendors to make voluntary donations for sponsoring infrastructure creation and
technology interventions in the cluster. The MIA successfully conducted multiple collective
actions at the cluster level towards adoption of advanced technology for light weight and
precision engineering. One such attempt was conducting a comparative study by performed by
Mohali Hi-Tech Metal Cluster, a SPV promoted under the banner of MIA for improving the energy
efficiency of bathroom fittings units of Mohali on Induction vs Oil Furnace for which the
expenditure of approx. Rs. 20 lacs was completely borne by the SPV and further creation of joint
demand and cost negotiation resulting in a large scale adoption of induction furnace within the
cluster units (28 in all) at a competitive price of Rs. 3.5 lacs, half the market price. Again out of
the SPVs funds (and with some contribution by the frontline members of MIA), the SPV imported
state of the art Special Purpose Machines (SPM) from China at competitive prices for its

members.

The MIA through it's SPV has been at the forefront of adopting best manufacturing practices such
as energy efficiency and lean manufacturing. In 2000, a group of 19-20 members collectively
financed the pan-cluster energy efficiency project. Later lean manufacturing scheme was
implemented in the cluster for which an upfront contribution was made by 9 members (majority

of which was made by the then association President himself).

In addition to technology interventions, more recently MIA has made significant progress in
creating hard infrastructure leveraging schemes such as the MSE-CDP which has resulted in a
Common Facilities Center (CFC) for the Bath Fitting Cluster at Mohali.

As an example of social capital creation, MIA has made persistent efforts in strengthening the
critical cluster mass at Mohali by forging collaborations with the State Government and SIDBI
(Credit Facilitation Cell and CNC Vocational Training Center). Another skill development center-
PM Kaushal Kendra Center is also being implemented in collaboration with the National Skills

Development Corporation of India.
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5.15.8 Strengthening of Business Development Services Ecosystem by lamSME of India, Faridabad
Integrated Association of Micro Small & Medium Enterprises of India (IAMSME of India) in
Faridabad is a leading example of industry association’s role in tapping business networks for
mobilizing and aggregating demand for services from the members with similar lines of business.
The strategy of the association is to leverage the power of collective bargaining and provide
MSMEs upto 30 % savings in raw material when they place order for raw materials through the
association. The association consolidates the material requirements from all its members and

then negotiates a price as a combined entity on behalf of the members.

By giving rise to external scale economies, lamSME of India has led to creation of a robust
business development ecosystem in Faridabad's industrial sector space with emergence of

specialized technical, administrative and financial services for Faridabad's industrial units.

| am SME of India has distinguished itself by providing a gamut services around credit facilitation,
technology transfer, IT enablement, skill development, energy efficiency, mentoring & advisory
services, lean manufacturing, international exhibitions & trainings, cluster development, etc. to
its members at highly subsidized prices. As a specific example, for enabling access to finance, the
company has created Credit Facilitation Centre, opening a line-of-credit for fixed assets. The cell
also provides collateral-free special finance scheme for the members for solar rooftops and has
aggregated raw material demand from MSEs towards lower raw material costs (average 30%). As
on date, close to 100 individual MSEs have made solar installations with an average offtake of
2.8 lakh per unit.

In a nut-shell, the role of these leading industry associations in India for creation of social capital

has been summarized and depicted in the diagram below (Refer Figure 34):

Learnings for Haryana MSMEs

Based upon the studies presented, leading practices for horizontal replication by Industry
associations in Haryana can be categorized into the following two areas:
Direct Interventions by the Industry Associations with an Indirect Role of the State
Government:
The industry associations in Haryana need to push the pedal in forging business
partnerships with the state government agencies, donor agencies like World Bank, GEF

and front line industrialists of the respective regions in creating common physical
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infrastructure and introducing environment friendly practices in the respective clusters;

energy efficiency for instance.

Fostering Community Ties Mobilizing Fixed Assets

Government Funding for Long Term
Infrastructure Creation

Identify Critical Mass of Cluster Competitive Business partnerships
Actors and Networking
Identify Industry Needs Bulk Demand Aggregation
Create-Self Supporting Econopic Business Development Services
Structures

‘ Social Capital Maintenance ]
| and Expansion

Creating Common Vision

Role of Industry Associations

Social Capital Creation

Figure 34: Role of Industry Associations in Mobilizing Social capital

The detailed working (features, achievements) and the leading practices followed by the above-
mentioned industry associations have been annexed.
The associations also need to create enough capital reserve of its own to effect
interventions at the cluster level and channel funds for land procurement. This will aid
the respective cluster to easily and effectively tap funding under the various Gol and GoH
schemes like MSE-CDP, [IUS (Gol),), Mini-Cluster Development Scheme (GoH) and
Scheme for CETP (GoH).

Reference Leading Practice:

» TEA and SIEMA- Business partnerships with key stakeholders- Government,

Private Sector, Donor Agencies

Aggregating raw material/services demand at the cluster level and creating the requisite
infrastructure for creation of raw material banks. The associations across the state can
consolidate the material requirements from all members (in the respective clusters) and
negotiate a competitive price as a combined entity on behalf of the members. This way
the industrial units in Haryana can gradually leapfrog towards competitiveness by
availing gamut of services, both high end and low end and across the value chain at
competitive prices through external scale economies.

Reference Leading Practice:
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»  COINDIA and COSMAFAN-Raw Material Banks

» SIEMA, | am SME of India- Subsidized Business Development Services

Refe

Well defined democratic governing structures of industry associations with
management committee as the approving body, 2-3 year mandatory rotation of
senior leadership, office bearers and creation of sub-committees ( such as finance,
legal, technical) to execute project implementation. The sub-committees should have
the requisite technical representation of subject experts in each specific area and
industry leaders. This will help provide strategic direction to overall mandate for
increasing competitiveness at the unit level by providing access to technical
expertise/know-how which otherwise may not be available to smaller units.

The industry associations also need to create a dedicated office/premise for the
industry association and ensure conducting meetings/interactions amongst the
members at the weekly or fortnightly basis. There is also a need to streamline the
business process operations of the association.

rence Leading Practice:

> COINDIA, SIEMA and TEA-Democratic Governance/Management
Common branding and marketing at the cluster-level by the respective/nodal industry
association to enhance of the market potential of the cluster products. For example on
the lines of Vibrant Tirupur, Haryana's industry associations can come up with cluster
branding like Progressive Panipat (Textile Cluster, Panipat) or Make in Faridabad ( Auto-

Component Cluster, Faridabad). The associations in Haryana must also work towards

forming effective consortiums to create
market and trade-related infrastructure
Slecondtarty
q 9 | i
and complexes in the advanced clusters in MYy

Haryana.

Reference Leading Practice:

>

>

Direct Interventions by the State Government:

As implementation functionaries, industry

asso

government programs/schemes (Refer

Tirupur Exporter Association for
common branding-Vibrant Tirupur
CODISSIA- Trade Fair Complex

Primary
Implementation

Figure 35: Role of industry associations in

ciations play a key role in implementing implementing gov. programs/schemes
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Figure 35). However, there remain challenges in the effectiveness of scheme
implementation with low level of participation, time overruns in execution of the projects
undertaken and a wide gap between sanctions (approvals) and disbursements (actual
release of funds). One of the reasons for this implementation gap is related to the capacity

and capability of industry associations in executing schemes.

A majority of the schemes under the Central and the State Government today, envisage a
key role of associations for its implementation. In Haryana, more recently with schemes
such as Mini Cluster Development, the need for building the capacities of industry
associations as collaborators is highly warranted.

Some of the interventions to be taken up by the State Government for promoting industry

associations in the state are:

Dedicated Scheme for MSME Industry Associations of Haryana for Upgradation of
Infrastructure (on lines of Scheme for capacity building, strengthening of database and
advocacy by Industry/Enterprise Associations-DC-MSME) with financial incentives for
leadership development, soft skills, training for staff functions/ project management and
vision building.

1. The scheme can also provide for technical capacity building of industry
association members through financial support for term modular programs/
academic courses and e-learning platforms.

2. The scheme makes specific provisions for the special purpose vehicles (SPVs)
formed for scheme implementation.

Dedicated Scheme for Awards to Industry Associations to reward the leading
associations in the state and incentivize further adoption of proactive initiatives by them
through financial award. Some of the parameters for identifying the leading associations
can be sustainable development (in terms of adoption of environment friendly
technologies, energy efficiency), infrastructure creation, Gol and GoH schemes/program
implementation.

In order to provide the essential physical infrastructure to the industry associations,
HSIIDC can offer preferential/free of cost land allotment to few leading associations of

the state to enable them to set up their own offices/premises.
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The state Government can also facilitate knowledge dissemination and technical training for
industry associations of the state by sponsoring and offering financial support for attending

training programs at National Institute for Micro, Small and medium Enterprises (NIMSME).

More details on best practices by Industry Associations can be seen in Annexure 10.1

202


http://nimsme.org/

Leading Practices Report for Haryana MSMEs

203



Chapter 6
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6.1 SC/ST & Women Incentive Benchmarking - State wise comparison

One of the key indicators of any progressive society is the degree to which the needs of vulnerable
sections within the society are addressed. India, being a diverse and a unique country requires

specific attention to be paid to vulnerable categories of the population in every endeavour.

MSMEs are an important and a critical instrument of India’s Economic development agenda and are
considered ‘pro-poor' and inclusive.'® Yet there remains a number of gaps to be filled in order to
enable the participation of vulnerable groups such as Scheduled Castes, Scheduled Tribes and

Women Entrepreneurs.

Recent reports paint a dismal picture of the number of women entrepreneurs, founders and co-
founders in the startup ecosystem as well. 6. Lesser opportunities and avenues for women to
participate in the workforce and engage in entrepreneurial activities have been inferred from many

such studies.

Some of the broad factors stymieing the participation and continued success of such vulnerable

sections, especially SC/ST and women entrepreneurs, include the following;

Difficulties in access to finance

Limited Social Capital Sticky Floor Phenomena

Resistance to accessing the markets

Lack of Knowledge and awareness of policies, support, technologies, market conditions,
management

Non-availability of highly skilled labour

Lack of availability of early stage funding

Legacy models of collateral based lending by traditional financial institutions leading to
entry barriers

Lack of adequate knowledge bases on contours of global capitalism

In the following sections we discuss how various States in India are attempting to bridge existing

gaps and create greater equitability.

15 Gender Issues in the MSME Sector in India, International Centre for Research on Women (ICRW), August 2014
16 NASSCOM, Mastercard Index of Women Entrepreneurs



6.2 SC/ST Benchmarking Exercise
The Scheduled Caste (SC) population in the State of Haryana comprised 20.17% of the total population, and stood at 51,13,615 out
of a total population of 2,53,51,462 in 2011.%7
The District of Fatehabad has the largest share of SC population (30.2%) followed by Sirsa (29.91%), Ambala (26.25%). The majority
of the SC population in Haryana resides in rural areas (72.74%) and the remaining in urban areas (27.25%).%’
The percentage of Scheduled Caste population in the State has increased from 18.8% in 1971 to 20.17% in 2011.%7
With a view to benefit SC entrepreneurs in the State of Haryana, a benchmarking exercise was conducted by compiling leading
industry practices aimed at supporting SC/ST entrepreneurs in select States, across the country.
6.3 SC/ ST Incentive Benchmarking Table
S No Maharashtra Telangana Karnataka Andhra Pradesh Gujarat
6.3.1 Land and building related

Land allotment:
Allotment of 20% plots
on priority basis to
SC/ST entrepreneurs in
MSME sector out of
total plots available for
allotment to MSMEs.

Duty & Other Charges on

purchasing of Land:

Land will be allotted to
SC / ST Entrepreneurs
in proportion to the
SC/ST population in the
State on lease basis for
period of 10 Yrs with
lease rent @ Rs 100/- per

annum per acre

Land allotment:

Land allotment:

KIADB and KSSIDC will
reserve 22.5% of the
allottable land/shed for
SC/ST entrepreneurs in
all the future industrial

areas/estates.

On land conversion:

Land will be allotted on
lease basis for period of
10 Yrs with lease rent @
Rs 100/- per annum per

acre

Land allotment:

33 1/3 rebate on the land
cost (subject to Rs. 10
Lakhs) which is being

Assistance for plots
developed by GIDC:
Assistance @70% of the

allotment price of GIDC.

Assistance to GIDC for
developing multi-
storeyed shed in

estates:

17 Census 2011




S No

Maharashtra

Telangana

Karnataka

Andhra Pradesh

Gujarat

Rebate on cost of land at
the rate of 30%
(maximum Rs. 10 lakh)
for MSMEs in MIDC areas
AND in other areas @ of
20% (max up toRs. 5
lakh) for MSMEs will be
given from the budget of
Social Justice & Special
Assistance Department
and Tribal Development

Department

33 1/3 rebate on the land
cost (subject to Rs. 10
Lakhs) which is being
allowed to the SC/ST

Entrepreneur

On land conversion:

25% Land conversion
charges for industrial
use limited to Rs.10.00
Lakh for Micro, Small
and Medium Enterprises

only.

Duty & Other Charges on
purchasing of Land:
100% reimbursement of
Stamp duty and
transfer duty paid by
the Enterprises on
purchase of
land/shed/building meant

for industrial use.

Reimbursement of land
conversion fee in the
range of 75-100%

Duty & Other Charges on
purchasing of Land: NA

Exemption from stamp

duty

allowed to the SC/ST

Entrepreneur

Of the land reserved for
MSME industries in its
plots / industrial estates,
APIIC shall allocate 15%
of plots to Scheduled
Caste Entrepreneurs, 5%
of plots to Scheduled

Tribe Entrepreneurs.

GOAP shall provide 25%
rebate in land cost limited
to 10 lakh in Industrial
Estates/ Parks.

On land conversion:
GOAP shall reimburse
25% of land conversion
charges for industrial use
limited to 210 lakh.

Assistance @70% of the

allotment price of GIDC.

Assistance for shed
developed by private
developers:

Private developers (who
will allot shed to SC/St
entrepreneur) will be
eligible for additional
assistance upto 15% of
total cost of land building
and other infrastructure

facilities

Assistance in rent for
rental premises

P&M investment up to
Rs.50 Lakhs:

Assistance @ 65% of rent
paid (max Rs 1 Lakh per

annum)




S No

Maharashtra

Telangana

Karnataka

Andhra Pradesh

Gujarat

100% reimbursement of
Stamp duty for Lease
of Land/Shed/ Buildings
and also mortgages and
hypothecations deeds.
Assistance for rental
premises

The land will be
allotted on lease basis
for a period of 10
years with lease rent @
Rs. 100/- per annum per

acre or part thereof.

Duty & Other Charges on
purchasing of Land:
100% of stamp duty for
lease of
land/shed/buildings,
mortgages and
hypothecations shall be
reimbursed. 100% of
stamp duty and transfer
duty paid by the industry
on purchase or lease of
land meant for industrial

use shall be reimbursed.

From Rs.50 lakhs - 2
Crs: Assistance @ 60% of
rent paid (max Rs 1 Lakh
per annum)

From Rs.2 Crs - 10 Crs:
Assistance @ 55% of rent
paid (max Rs 1 Lakh per

annum)

6.3.2 Infrastructure development

NA

Infrastructure facility will
be provided at doorstep
of industry for
standalone units by
contributing 50% of the
cost of infrastructure
from IIDF (ceiling Rs 1

Crore)

NA

50 % on infrastructure
cost (limited to 1 crore or
15 % cost of the Fixed

capital Investment.)

75% of cost of capital
investment for
infrastructure
expenditure (water, gas

etc) max upto 15 Lakhs




S No

Maharashtra

Telangana

Karnataka

Andhra Pradesh

Gujarat

6.3.3 Concession on Power/ Elect

ricity Tariff.

Power tariff subsidy to
the tune of INR 2 per unit
(units in Vidharbha,
Marathwada and north
Maharashtra etc) and INR
1 per unit for the units in
other areas of the State
for a period of 5 years
from the date of

production.

Fixed power cost
reimbursement @ Rs.
1.50 per unit for a period
of 5 years from the date
of commencement of

commercial production.

100% exemption of tax
on electricity tariff for
the initial period of seven
years, six years, five
years, four years, eight
years and seven years in
Zone 1, Zone 2, Zone 3,
Zone 4, HKZone 1 &
HKZone 2 respectively.

"Power for all"” scheme to
ensure 24x7 quality and
reliable power across the
State.

Fixed power cost
reimbursement is
proposed to be provided
at ¥1.00 per unit for 5
years from the date of
commencement of

commercial production.

P&M investment up to
Rs.50 Lakhs:

@ 60% of charges paid to
distribution licenses (max
5 Lakhs)

From Rs.50 lakhs - 2
Crs: @ 50% of charges
paid to distribution
licenses (max 5 Lakhs)
From Rs.2 Crs - 10 Crs:
@ 25% of charges paid to
distribution licenses (max

5 Lakhs)

6.3.4 Interest Subsidy

The interest subsidy
payable on the interest
actually paid to the banks
and public financial

institutions on the

Interest subsidy on the

term loan availed on the
fixed capital investment
by New Micro and Small

Enterprises in excess of

Interest subsidy of 6% per

annum on term loans.

Interest subsidy on the
term loan taken for fixed
capital investment by
New Micro and Small

Enterprises in excess of

Within Municipal
Corporation area: 6% or
Rs. 25 lakhs per annum

for 5 years. Other areas:




S No

Maharashtra

Telangana

Karnataka

Andhra Pradesh

Gujarat

amount of term loans
taken for acquisition of
fixed assets.

The amount of interest
subsidy will be calculated
at effective rate of
interest, after deducting
the interest subsidy
receivable from any
institution or under any
Govt. of India scheme and
the penal/compound
interest or 5% per annum,

whichever is less.

3% per annum subject to
a maximum
reimbursement of 9%
per annum for a period
of 5 years from the
date of commencement
of commercial

production.

3% per annum subject to
a maximum
reimbursement of 9% per
annum for a period of 5
years from the date of
commencement of

commercial production.

8% Rs.30 lakhs per
annum 5 years.

1% additional interest
subsidy, if entrepreneur
is <35 Yrs of age.
Maximum rate of interest
subsidy shall not exceed
7% in municipal
corporation areas and 9%

in other areas.




S No

Maharashtra

Telangana

Karnataka

Andhra Pradesh

Gujarat

6.3.5 Capital Investment Subsidy

New units will be given
capital subsidy in the
range from 15% to 30% of
Fixed Capital Investment
within the limits of INR
15 lakhs to INR 30 lakhs
in 5 equal instalment with
effect from date of

production

35% investment subsidy
on fixed capital
Investment (max limit per
unit as Rs. 75.00
Lakhs).

Additional 5%
investment subsidy for
in Scheduled
(max limit per unit as
Rs.75.00 Lakhs).

units

Additional 10%
investment subsidy for
SC Women and ST
Women Entrepreneurs
on fixed capital
investment subject to a
maximum of Rs. 10.00
lakhs to MSE's. (total

investment subsidy

Capital investment
subsidy for setting up of
Effluent Treatment Plant
@75% (max 50 Lakhs):
Zone 1-3

@75% - 100% (max 100
Lakhs): Zone 1 & 2

15% investment subsidy
on fixed capital
investment subject to a
maximum of 220 lakhs
for micro and small

enterprises

For
Rs.50 Lakhs in Plant

Investment up to

and Machineries:

@ 20% of term loan
amount with the
maximum Rs. 25 lakhs in
Municipal Corporations
area and @ 25% with the
maximum Rs. 35 lakhs in
other area.

For Investment from
Rs.50 lakhs - 2 Crs: @
15 % of term loan amount
with the maximum

Rs.25 lakhs in Municipal
Corporations area and @
20% with the maximum
Rs.35 lakhs in other area
outside the municipal
corporations’ area.

For Investment from

Rs.2Crs-10Crs: @ 10




S No

Maharashtra

Telangana

Karnataka

Andhra Pradesh

Gujarat

limited to Rs.75.00 lakhs
only)

% of loan amount
maximum Rs. 25 lakhs in
Municipal Corporations
areaand @ 15 %
maximum amount of
Rs.35 lakhs in other
areas outside the

municipal corporations.

6.3.6 Venture Capital Fund of Rs 200 Cr.

Venture capital fund of
INR 200 crore for giving
assistance to start up
units. INR 50 crore will be
provided as INR 33 crore
by Social Justice &
Special Assistance
Department and INR 17
crore by the Tribal
Development Department

for creating a specific

Government will also
create a fund of Rs. 200
crores from the SCP
funds for direct lending
to SC entrepreneurs
and Rs. 100 crores
from TSP funds for
direct lending to ST

entrepreneurs

NA

NA

NA




S No

Maharashtra

Telangana

Karnataka

Andhra Pradesh

Gujarat

venture capital fund for

SC/ST Entrepreneurs.

6.3.7 Self-Employment

Special scheme to be
launched under which
one entrepreneur from
SC and one from ST in
each.

For effective
implementation and
success of employment
promotion programme,
beneficiaries will be
provided handholding
services at reqular
intervals after the loans
are disbursed under
schemes of GOI/GOM to
beneficiary. MCED will

conduct

The Seed capital
assistance to First
Generation
Entrepreneurs to set-up
Micro Enterprises, @20%
of the Machinery cost will
be paid and the same will
be deducted from the
eligible investment

subsidy.

NA

Margin money
assistance:

Soft loan/ seed
capital@20% of project
cost limited to Rs 20
Lakhs and 5% of project
cost shall be borne by the
applicant.

Seed capital assistance
to First Generation
Entrepreneurs to set-up
Micro Enterprises @10%
of the Machinery cost,
which will be deducted
from the eligible
investment subsidy.

Margin money scheme:

Assistance for special
entrepreneurship training
wit 360 degree approach
@ 100% of course fee
(Max 10,000 pm) payable

to nodal institution.

Reimbursement of course
fee for contractor
development programme
(max 1 Lakhs Rs) per
head.




S No

Maharashtra

Telangana

Karnataka

Andhra Pradesh

Gujarat

Entrepreneurship
Development
Programme(EDP) .
SC/ST entrepreneurs to
market their products
and undertake vendor

development programme

Margin money loan
repayable @3% pa subject
to 20% of project cost
(max 20 Lakhs) ;
Reimbursement of course
fee for professional
certificate course sceme
(max Rs 3 Lakhs) per
head.

6.3.8 Assistance for entrepreneurship and incubation support

For setting up an
Incubation Centre for
SC/ST entrepreneurs
through SPV, MIDC will
provide land to SPV for
implementation of the
project. The grant of INR
5 crore will be made
available from the
budget of Social Justice
& Special Assistance

Department and Tribal

MSME units established
using recycling of
electronic waste and
plastic waste: Additional
investment promotion
subsidy of 5% with a
ceiling limit of 1 15.00
lakh in zone 1,2,3 and
HKZone 1&2

For incubation support:
Reservation of space in
Government funded

incubation centres and

e Exclusive
entrepreneurship
development
programme and skill
development
programme scheme.

e Capacity building
programme for
supply Diversity
scheme

e Free of cost training
programme for
Residential EDP (2

Assistance for mentorship
support @100% of
mentorship cost
(maximum Rs 5000 pm
per person) to be paid to
mentors (max upto 3

month)




S No

Maharashtra

Telangana

Karnataka

Andhra Pradesh

Gujarat

Development

skill development centres

Wks) and Skill

Department. for SC/ST- MSME development
entrepreneurs. programme (2
months to 3 months)
e Mentorship support
by DICCI
¢ Incentive for setting
new industrial
enterprises
6.3.9 Skill Development
Skill development a. As outlined in the
scheme of State Govt will Industrial Policy 2015-
be implemented for the 20, GoAP shall create a
SC/ST beneficiaries that model for development
will help in knowledge 50% reimbursement of of skilled manpower and
upgradation and social cost involved in skill for improving
9. | upliftment of SC/ST upgradation and training NA employability in the NA

beneficiaries. MCED in
consultation with EDI,
Ahmadabad and NSDC
will design programme
modules and organise

residential

the local manpower (max

Rs 2000 per person)

State. Under this model,
State will identify the
guantum requirement of
skilled manpower,
identify industry specific

skill sets required and




S No Maharashtra Telangana Karnataka Andhra Pradesh Gujarat
Entrepreneurship provide courses at
Development different levels of
programmes for duration education - matriculation
of 1 month to 3 months. and above. b. GOAP
The grant of INR 5 crore recognizes that MSME
will be given by Social requires additional
Justice & Special support for skill
Assistance Department development. GOAP will
and Tribal Development reimburse 50% of the
Department. cost involved in skill

upgradation and training
the local manpower
limited to 5000 per
person for 10 persons in
micro and 20 persons in
small and medium
industries.

6.3.10 Quality Certification

10.

NA

100% subsidy for quality
certification/ patent
registration limited to Rs
3 Lakhs for micro and

small enterprises

Interest subsidy on
technology upgradation
loan (@5%), 1SO
certification: 75% of the

cost,

75% subsidy on the
expenses incurred for
quality
certification/patent

registration limited to %5

Quality certification:
Assistance for ERP, ICT
and technology
upgradation

Technology Upgradation:




S No

Maharashtra

Telangana

Karnataka

Andhra Pradesh

Gujarat

25% subsidy on specific
cleaner production

method

BIS certification : 50% of
fee

Technology Adoption:
50% of fee

Technology business
incubation centre: 50% of

cost

Lakhs for MSMEs.
Trademark: 50% of the
cost of the application
for trade mark
registration or 25,000,

whichever is less

a). For Investment up to
Rs. 50 lakhs in Plant and
Machineries:

ERP: @ 75% of the cost
for establishing ERP (Max
1 Lakh)

ICT: @ 75% (Max 5 Lakh)
Technology: @ 75% of
cost payable to the
institution, (max Rs. 50
Lakh) for the acquisition
of appropriate
technology. Including
royalty payment for first
two years.

P & M investment Rs.50
lakhs to Rs.2 Cr:

ERP: @ 70% (Max 1 Lakh)
ICT: @ 70% (Max 5 Lakh)
Technology: @ 70% of
cost payable to the
institution, (max. Rs. 50

lakh) for technology from




S No

Maharashtra

Telangana

Karnataka

Andhra Pradesh

Gujarat

recognised institution
Royalty payment for first
two years.

P & M investment Rs. 2
Cr-10Cr:

ERP: @ 50% (Max 1 Lakh)
ICT: @ 50% (Max 5 Lakh)
Technology: @ 50% of the
cost payable to the
institution, (max Rs. 50
lakh) for the acquisition of
appropriate technology
including royalty payment

for first wo years.

6.3.11

Other special assistance

11.

Cluster Development
scheme:

100% grants for the
clusters where minimum
50% members are from
SC/ST entrepreneurs for
setting up critical

infrastructure in the

Tax Exemption

Small and micro
enterprises:
Reimbursement of 100%
net VAT/CST or State
Goods and Services Tax

for a period of 5 Yrs

NA

NA

Assistance to MSME for
raising Equity Capital
through BSE/NSE: P & M
investment up to Rs. 2
Crore : 30% of
expenditure incurred on

raising of fund through




S No

Maharashtra

Telangana

Karnataka

Andhra Pradesh

Gujarat

Clusters approved under
Central and State
scheme. The grant in aid
of INR 30 crore will be
provided for
infrastructure
development in the
clusters as INR 20

Crore from Social Justice
& Special Assistance
Department and INR 10
crore from Tribal
Development
Department.

State Govt will promote
10 clusters for
manufacturing industries
under Maharashtra State
Industrial Cluster
Development programme
(MSI-CDP). The maximum
limit of grant in aid will

be 90% of the project

Medium enterprises:
Reimbursement of 75%
net VAT/CST or State
Goods and Services Tax
for a period of 7 Yrs
Large enterprises:
Reimbursement of 50%
net VAT/CST or State
Goods and Services Tax

for a period of 5 Yrs

SME Exchange maximum
up to Rs.5.00 Lakhs
P&M investment Rs. 2 -
10 Cr: 20% of
expenditure incurred on
raising of fund through
SME Exchange maximum
up to Rs.5.00 Lakhs.

Assistance for
participation in
exhibition/ trade fair
Assistance @70% for rent
of stall or space, cost of
literature and display

material (max Rs 4 Lakhs)




S No

Maharashtra

Telangana

Karnataka

Andhra Pradesh

Gujarat

cost and the grant in aid
of INR 30 crore will be
provided from the budget
of Social Justice &
Special Assistance
Department and Tribal

Welfare Department.

6.4

Women form an integral part of any progressive society. The manner in which the women of a society are cared for, reflects the trajectory of
our development as a Nation. Despite being endowed with similar capabilities, and being a active part of the economic cycle, systematic bias
as well as lack of an ecosystem to facilitate entrepreneurial spirit, stymies their progress and prevents them from realizing their true potential.
With a relatively low sex ration of 877 (per 1000 males) and with a relatively lower literacy rate of 66% (as opposed to 85% for males), women
are at a disadvantage. Specific provisions to ensure skill/ vocational training, enable entrepreneurship and development of women enterprises.
According to a study conducted by Kurukshetra University (2013) many challenges faced by women entrepreneurs emerged ranging from
lack of start-up funding, reluctance of bank officials, discouragement from families/ officials/ other industry entrepreneurs, financial

institutions etc. Against this concerning backdrop it becomes imperative to see how other States are addressing their respective challenges

Incentives for Women Entrepreneurs-State Level Benchmarking Table

in this regard, and how the State of Haryana can further customize its policies for women entrepreneurs.




Category of Incentive /
Subsidy/ Provision

a. Tamil Nadu'®

b. Maharashtra'®

©o

A Pradesh?°

d. Karnataka?!

e. Telangana??

Women Industrial parks

Out of 70
Industrial Estates
set up by SIDCO,
5 Industrial
Estates are
Women Industrial
Parks (379.36
Acres in Total).

Furthermore,
administrative
sanction has
been granted for
formation of
“Centre of
Excellence” in the
5 Women
Industrial  parks
(comprising
marketing
center, common
business center,
common

Industrial Policy for
Women
Entrepreneurs:

In order to boost and
encourage women
entrepreneurship the
Maharashtra Cabinet
has approved a
standalone policy for
Women
Entrepreneurs.

-Not Outlined in

Policy-

= Proposal to promote
2 industrial areas for
women in Karnataka
State.

= Each of the 9 districts

of Telangana
(excluding Hyderabad)
to have 1 or more
industrial parks
exclusively for
women.

18 MSME Department, Policy Note 2016-17, Government of Tamil Nadu
19 Maharashtra Government Announces Special Policy for Women Entrepreneurs, Indian Express, 2017, Accessed at http://www.newindianexpress.com/nation/2017/dec/05/maharashtra-
government-announces-special-policy-for-women-entrepreneurs-1719292.html
20 AP Industrial Development Policy 2015-20

21 Karnataka Industrial Policy 2014-19

22 |Industrial Policy Framework for the State of Telangana
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http://www.newindianexpress.com/nation/2017/dec/05/maharashtra-government-announces-special-policy-for-women-entrepreneurs-1719292.html

Category of Incentive /
Subsidy/ Provision

a. Tamil Nadu'®

b. Maharashtra'®

c. A Pradesh?

d. Karnataka?!

e. Telangana??

conference hall,
common training
shed,
administrative
office block,
bank, créche, and
dispensary).

To facilitate
affordable
housing for

industrial  work
force SIPCOT has
constructed 1
women dormitory
(for 600 persons
in Kancheepuram
District) and 1
women dormitory
in Tirppur
Taluk/District.

Reservations of Plots/
Sheds

= While 30% of

saleable area of
industrial estates
is earmarked for
micro enterprises,
priority is given in

-Not Outlined in
Policy-

= Reservation  of
5% of plots/
sheds in the
industrial areas/
estates

developed by




Category of Incentive /
Subsidy/ Provision

a. Tamil Nadu'®

b. Maharashtra'®

c. A Pradesh?

d. Karnataka?!

e. Telangana??

allotment of
developed plots to
the extent of 30%
for Women
Entrepreneurs.

Investment Subsidy

-Not Outlined in
Policy-

KSSIDC, KIADB
for women
entrepreneurs.

25% Investment
Subsidy on fixed
capital
investment by
women
entrepreneurs
with  maximum
limit of 30 lakhs.
45% investment
subsidy on fixed
capital
investment  for
SC/ST and BC
Women
Entrepreneurs
with  maximum
limit of 75 Lakhs.

= Micro Enterprises
Range of 10-30% %
value of fixed assets

upto max. 12-22
Lakhs  for  SC/ST
Women Entrepreneurs
(Exact subsidy

dependent on Zone).

= Small Enterprises:
10-30% value of fixed
assets upto max range
of 10-55 Lakhs for
SC/ST Women
Entrepreneurs (Exact
subsidy dependent on
Zone).

=  Medium
Enterprises




Category of Incentive /
Subsidy/ Provision

a. Tamil Nadu'®

b. Maharashtra'®

©o

A Pradesh?°

d. Karnataka?!

e. Telangana??

Training programmes
and Entrepreneurship
Development

= Women

Entrepreneurship
Development Cell
has been
established within
the
Entrepreneurship
Development
Institute (EDI) to

guide women
entrepreneurs to
expand their
technical skills,
improve
managerial
capacity and

infuse the spirit of
entrepreneurship.
Women
Entrepreneurship
Development
Programmes

Range of 20-65 Lakhs
for SC/ST Women
Entrepreneurs (Exact
subsidy dependent on
Zone).

-Not Outlined in

Policy-

-Not Outlined in
Policy-

Organizations engaging
with women
entrepreneurs such as
COWE, ALEAP and
FICCI-FLO will be invited
to partner with the
Government to;

o Identify Women
Entrepreneurs.

o Train Women
Entrepreneurs.

o Develop Project
Proposals on their
behalf.

o Link Women
Entrepreneurs to
Financial
Institutions.

o Handhold and
monitor project
progress.




Category of Incentive /
Subsidy/ Provision

a. Tamil Nadu'®

b. Maharashtra'®

c. A Pradesh?

d. Karnataka?!

e. Telangana??

(WEDP) to help
women form their
own enterprises
and Women
Entrepreneur cum
Skill Development

Programme
(WESDP) to
provide skills
training in
traditional and
non-traditional
activities.
Seed Capital -Not Outlined in -Not Outlined in = Seed capital -Not Outlined in -Not Outlined in Policy-
Policy- Policy- assistance to First Policy-
Generation
Entrepreneurs
@15% of the
Machinery cost,
which  will  be
deducted from
the eligible
investment
subsidy.

Other Incentives

-Not Outlined in
Policy-

-Not Outlined in
Policy-

-Not Outlined in
Policy-

= Exclusive Cluster:

-Not Outlined in Policy-




Category of Incentive /
Subsidy/ Provision

a. Tamil Nadu'®

b. Maharashtra'®

©o

A Pradesh?°

d. Karnataka?!

e. Telangana??

Exclusive cluster for
women in textile,
gem and jewellery.

Low Interest Start-
up

Loans with interest
subsidy and flexible
repayment for
entrepreneurs
trained by
recognized training
institutes

Entrepreneurship
Development
Programmes
exclusively for
prospective women
entrepreneurs

Market
Development
Assistance (MDA)




Key Learnings for Haryana MSMEs-SC/ST & Women Entrepreneurs State Benchmarking

Holistic Development: Besides earmarking specific industrial areas for Women, States such as Tamil Nadu have gone a step further
and taken a holistic view of these initiatives. Therefore, besides the mere provision of industrial areas in the SIDCO Industrial parks,
the Government has provided for Dormitories, dispensaries, créches, banks, etc. These measures are aimed at creating a
favourable ecosystem for women within the working environment and the State of Haryana can ensure that this ‘holistic’ approach
is followed in the course of formulating policies aimed at women entrepreneurs. Telangana has also earmarked specific industrial
areas for women entrepreneurs.

Enabling Ecosystem: As mentioned earlier Mere provision of industrial areas/ plots/ land is not sufficient. An enabling ecosystem
is absolutely essential for both SC/ST as well as women entrepreneurs

Focused Policy: States like Maharashtra have a gone a step further and have already released a new and Standalone Policy aimed
at Women Entrepreneurs and boosting their participation in the Economy. The State of Haryana can follow suit and come up with
a standalone policy aimed at augmenting the number of women entrepreneurs in the State, as well as the enabling ecosystem
required for them to make a meaningful impact on the economy

Boost Venture Capital/ Ecosystem: The States of Maharashtra and Telangana have boosted the quantum and enhanced the
availability of seed/ venture capital to SC/ST entrepreneurs. Studies in the State of Haryana have already pointed out that one of
the major challenges faced by women was their lack of access to adequate start-up financing.

Publicity Campaigns: The State of Haryana can ensure that any provisions/ interventions/ subsidies are popularized to the fullest
extent through various channels. Besides this, creating vibrant engagement platforms where aspiring entrepreneurs can interact
with other successful women entrepreneurs will go a long way in turning the tide. In Telangana organizations such as Confederation

of Women Entrepreneurs (COWE), Association of Lady Entrepreneurs of India (ALEAP) are engaging meaningfully in this regard.
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Chapter 7

Opportunities for
Service-Sector MSMEs
under GST Regime: Key
Takeaways for
Government of Haryana
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7.1 GST and the Services Sector in India:

According to the Economic Survey of India 2017-18, the services sector has been a key
driver in the Economic growth of the country. 72.5 % of the Gross Value Added (GVA) to the
Indian economy was from the service sector in 2017-18. The various initiatives taken by the
Government of India to boost the service sector includes radical reforms including
digitization, e-visas, infrastructure status to logistics, start-up India, housing sector

schemes eftc.

The Goods and Service Tax (GST) Act was passed in the Parliament on 29th March 2017.
The Act came into effect from 1st July 2017; Goods & Services Tax Law in India is
a comprehensive, multi-stage, destination-based tax that is levied on every value addition.
In simple words, Goods and Service Tax (GST) is an indirect tax levied on the production of
goods and services. This law has replaced many indirect tax laws that previously existed in
India. With the implementation of the GST regime, one single tax replaced seventeen taxes

and multiple cesses imposed by the Central and the State Governments.

Due to the-destination based nature of the tax revenue hereafter, States will have to
strategically focus their attention on sections of the economy that are likely to yield benefits
within the State itself, with a view to increase their tax revenue. Haryana, being a
predominantly manufacturing State (Automobiles, textiles, Footwear etc.) there is a
possibility that due to the high demand (outside the State of Haryana) and high quality of
these products, the revenues from the manufacture of these products may not be realized
within the state of Haryana. There is a need to diversify and strengthen the economy of

Haryana.

7.2 The Service Sector in Haryana:

Haryana has been engaging effectively in boosting the services sector in the State economy
as will be outlined in this chapter. The service sector in Haryana has grown at arate of 9.79%
in the period between 2011-12 and 2017-18 (Refer Figure 36).

The service sector in Haryana was the largest contributor to the Gross State Value Added
(GSVA) of Haryana with a contribution of 50.9% (2,15,245.06 Cr. as per advanced
estimates) in 2017-18.

As can be seen from the statistics provided, the growth of the services sector has been

significantly fast. It is also interesting to note that the service sector has remained
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consistent/ stable over the years in terms of its growth and outlook. However greater

potential of the service sector remains to be tapped, especially in the State of Haryana.

Haryana Service Sector Categories and Contribution 2011-12 to 2017-18 (Cr. Rs.)
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0
2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18
W Trade, Repair, ® Transport, Financial, Real Public
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Restaurants Communication Professional Defence and
& Services related Services Other Services

to Broadcasting

Figure 36: Service Sector Contribution in Haryana (2011-17)

As correctly pointed out by the Organization for Economic Co-operation & Development
(OECD) and Department for International Development (DFID), the service sector is an
integral part of a country’s economy. It provides a platform to leverage traditional strength,
as well as new opportunities. However, in order to ensure that the service sector is
leveraged to its full potential a range of complimentary requlations, policies and alignment

measures are absolutely essential for service exports as well.?3

7.3 Service Sectors and the Potential for the State of Haryana

There is a higher probability of services being produced and consumed within the State
itself. It is almost coincidental that the Government of India (Ministry of Commerce and
Industry), at this very point is in the final process of providing a fillip to the Service Sector
finalizing the contours and state alignment plans for the “12 Champion Services Sector
Scheme”. The 12 champion service sectors cover IT & ITeS, Tourism and Hospitality,
Medical Value Travel, Transport and Logistics, Accounting and Finance, Audio Visual, Legal,
Communication, Construction and Related Engineering, Environmental, Financial and

Education (Refer Figure 37).

23 The Contribution of Services to Development and the Role of Trade Liberalization and Regulation, ODI Briefing notes, DFID,
UK
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The Government of India is currently in the process of finalizing specific action plans for
each of these sectors in consultations with the Ministries/ Departments under whose

jurisdiction these champion services fall, in order to create a conducive ecosystem for these

services.

9. Construction

1. 1T/ ITeS 8. Acc.:ountmg & I_%elat(?d
& Finance Engineering
Services
. . e 10.
2. Tourism & 7. Audio-Visual .
o 1e . Environmental
Hospitality Services .
Services
3. Medical 6. Legal 11. Financial
Value Travel Services Services
4. Transport & > . .. 12. Education
. . Communicatio .
Logistics . Services
n Services

Figure 37: 12 Champion Services Sectors

Indicative Action Plans (IAPs) inviting comments from all States were shared by Gol, inviting

comments on the same from the States.

7.4 MSMEs in Haryana and areas of opportunity within the Service

Sector

Haryana State as noted earlier, has already been witnessing significant contributions from
the service sector. There is considerable potential for MSMEs to engage with many of these
services in various capacities of both providing such services as well as at different stages
of service sector offerings. Furthermore, many manufacturing activities/ MSMEs make use
of many services in the course of their work and there is a great potential for creating as
well as facilitating the economy of the state through this opportunity that exists in the

services sector.
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A closer analysis of each of these ‘Champion Service Sectors' along with Haryana's
achievements till date, recommendations for these sectors and a further State vision to
align with the 1APs of Champion Service Sector Scheme (CSSS) of Gol are detailed; The
Indicative Action Plans for each of these Champion Services as outlined by Gol are contained

in the annexures.

With appropriate requlatory and policy support from the Government of Haryana, MSMEs
in the State of Haryana can partake in many of these opportunities offered by the service
sector by taking steps to ensure that it keeps pace with developments in the National and
International platforms in this regard. Aligning with the opportunities and avenues listed
below would allow MSMEs operating in the service sector to diversify and strengthen their

base.

It must be kept in mind that the onus for many of these avenues/ opportunities require a
concerted effort by various Ministries/ Departments within the State of Haryana/ Gol
(outlined alongside each of the discussed service sector), with collaborative support from
Gol. Nevertheless, action with regard to the same, would in due time create opportunities

for engagement by MSMEs.

7.5 Champion Service Sectors: Recommendations for Haryana

7.5.1 Tourism and Hospitality:

Haryana Achievements & Recommendations:
Haryana State can evaluate potential avenues for tourism investment / offerings,
and can draw up a suitable plan to tap into the same, with a focus on traditional /
cultural strengths of the State. States such as Sikkim have already diversified their
tourist offerings exponentially to include focus areas such as pilgrimage tourism,
village tourism, culture tourism, heritage tourism, in addition to others, drawing on

their contextual strengths.

Haryana can position itself as a favoured destination for Indian systems of
medicine, such as Ayurveda, Yoga, Panchakarma, Rejuvenation Therapy, etc., the

most ancient systems of medical treatment, in the World.

Kurukshetra is currently being positioned as a hub of the 'Krishna Circuit’ (Centre

already notified the inclusion) as a pilgrimage centre to attract tourists.

Meetings, Incentives, Conventions & Exhibitions ( MICE ) activities have begun to

show considerable promise and the State has already successfully begun to project
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itself as a prominent centre for MICE activities, and has had considerable
demonstrated success in this regard. State-of-the-art convention centres have

come up in Rohtak, Panchkula, and Hissar, in addition to other locations.?*

Lately, Haryana has also been the chosen and favoured destination for Mega-
events such as Global Investor Summit 2016, Digital Haryana 2017, Pravasi

Haryana Diwas 2017 and the upcoming Automotive Industry 4.0 Summit (2018).

In parallel, Haryana can reap the benefits of burgeoning investments by travel
portals / tourist agencies in real estate and travel sector. ClearTrip has already tied
up with Haryana Tourism Corporation Ltd. to be the exclusive online booking
partner for tours/activities in the State.?®> Such initiatives can be proactively

expanded.

Furthermore, Haryana can ensure that the proposed tourism policy or action plan
of Gol, strategically aligns with the schemes/ policies in Haryana, and the overall

Indian tourism trajectory and opportunities in the State.

Safety of tourists especially in areas of adventure tourism, and other outdoor

activities ought to be ensured through strict guidelines for tour operators.

In parallel, Haryana looks forward to Gol release of its ‘New Tourism Policy'?®
(scheduled for release in 2018) with schemes and incentives for new areas/ niche
products, so that the same can align with the proposed State policy/ interventions.
This will lead to greater synergy in boosting tourism in the State of Haryana and

India as a whole.

Way Forward:

Boost FTAs: Concerted efforts are required to boost the growth and earnings of
the tourism sector in India, to achieve the target of 21 Million Foreign Tourist
Arrivals (FTAs) by 2022. The 5 Special Tourism Zones (STZs) announced in the
Budget 2017-18 can gradually be expanded in other States as well, based on FTA
inflow and State offerings. The rationalization of taxation policy can also be done
as outlined in the Indicative Action Plan to pass on competitive advantages to

stakeholders in the sector (Hotels, Restaurants etc.).

24 Haryana Tourism Corporation Ltd.
25 TravelTrendsToday, 2018

% P|B
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Concerned Gol Ministry/ Department: Ministry of Tourism, Ministry of AYUSH (Associated

Destination Management Organization: There is a need for a robust approach to
Destination Management Organization (DMO) to ensure the seamless operation
of the entire tourism sector , encompassing standards, connectivity, safety,

access, marketing, human resources etc.

Ministry)

7.5.2 Transport and Logistics:

Haryana

Achievements & Recommendations
In keeping with Gol initiatives, Government of Haryana is in the process of finalizing
a formidable Logistics & Warehousing Policy for Haryana (2018) with various

schemes & incentives, to be released by Industries Department.

Furthermore, Haryana Government signed a MoU with Verbind in 2017 to attract

investments to the tune of Rs. 20,000 Cr.??

The Honourable Chief Minister of Haryana also announced the development of a
logistics hub at Narnaul (1100 acres) in 2017 and work is underway to attract

industrial investments for the same.?8

In keeping with India’s trajectory to assume the rank of the 3™ largest civil aviation
market by 2025, Haryana Government is on track to leverage the current benefits
of Low Cost Carriers (LCC's), modern airport development, FDI in domestic airlines,
regional connectivity and IT interventions, through the development and

inauguration of Hisar Airport

Hon'ble Chief Minister recently inaugurated the Civil Airport in Hisar which has been
selected under the regional connectivity scheme of Gol (RCS-UDAN) and this will
also be factored in by the State while developing Masterplans for future
development. As a corollary, future development paths of various sector offerings
shall also be factored in while rationalizing flight route connectivity and the

development of new airports.?® Based on State Government proposals, Airports

27 GES 2018, Proposal for Government of Haryana

28 Tol, 2017

29 Business World, 2018
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Authority of India (AAI) has begun feasibility study for three ‘greenfield’ airports in
Kurukshetra, Jind and Chhara.3°

Furthermore, 4200 acres of land contiguous to the existing airstrip in Hisar has
been identified for development under a 3-phase plan targeting the setting up of
an Aviation training centre, Aviation University, Aerotropolis (commercial &

residential) efc.

Besides the high speed rail projects connecting Delhi and Haryana, 7 new railways
lines proposed by the Ministry of railways for Haryana can also be expedited to
boost travel and freight movement along these corridors.3! Gol initiatives such as
‘National Rail Plan" and 'Smart Freight Operation, Optimisation and Real Time
Information (SFOORTI) are gradually being aligned with the State initiatives on
various fronts of warehousing, warehousing hub development, freight corridor
development etc. The Manesar-Bawal Investment Region (MBIR) is proposed to

develop into a major industrial hub.3?

To complement various such initiatives, Gol and the Haryana State Government
can work closely to ensure the timely completion of ongoing infrastructural
projects in which Haryana has a direct stake. Key among those include the
completion of the Delhi-Mumbai Industrial Corridor (DMIC), Dedicated Freight
Corridor, and Kundli-Manesar-Palwal Expressway33. This will complement various

Gol as well as State initiatives for this sector.

The development of Gurugram and southern regions of Haryana as a logistical and
manufacturing hub can get a further fillip and in turn positively impact the real

estate market in the region.

Above steps can also be viewed as an integral component of enhancing tourism

potential in the region.

Way Forward:

Accelerating Infrastructure Projects: The development of multimodal logistics
parks, acceleration of Dedicated Freight Corridors and the digitization of

warehousing operations are welcome announcements by Gol. The focus of

30Tol, 2018

31 Financial Express,2018

32 DMICDC

33 Invest India, The State
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development of air transport infrastructure in tier-2 and tier-3 cities aimed at
boosting passenger and goods transportation is sure to boost the domestic

aviation sector as well.

Skilled Personnel for Sector: The availability of skilled personnelin the transport
and logistics sector is absolutely essential to the growth and continued success
of the sector, and existing curriculum on the same needs to be reviewed and new
avenues proposed based on the Logistic Sector Skill Council recommendations/
initiatives. The State is also keenly following the development of the E-Commerce

Policy, given the criticality of the logistics and warehousing sector, to the State

Concerned Gol Ministry/ Department: Department of Commerce, Ministry of Civil Aviation

(Associated Ministry), Ministry of Road Transport & Highways (Associated Ministry),
Ministry of Railways (Associated Ministry)

7.5.3 Environmental Services:

Haryana Achievements & Recommendations:
Haryana has already notified a Solar Energy Policy in 2016 in keeping with this
major objective. Promotion of green and clean power is a major objective of this

policy.3*

Haryana has also notified the 'Procedures and Guidelines for setting up Wind Power

Projects in Haryana'.®®

Haryana is one of the few States to have achieved 100% rural electrification. It has
installed rooftop projects of 70 MW so far and is in the process of adding another
22.5 MW.

The aim of the State of Haryana is to set up Solar power projects of more than
4000 MW and achieve a target of 1.6 GW of solar rooftop capacity by 2022. 33

Haryana is looking forward to working closely with Gol initiatives, in creating an
enabling environment for renewable energy by augmenting spending on research
and development. Private Sector, University and State-led investments in R & D

remain very low.3¢ Boosting R & D spending in renewables and also facilitate tie-

34 Haryana Solar Power Policy 2016
35 Haryana Renewable Energy Department (HAREDA)
36 National Science and Technology Management Information System (NSTMIS)
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ups with private players and innovators will be an integral aspect. Haryana can
create value for innovators through R&D support and incubators which can go a
long way in boosting employment, while strengthening the service offerings for this
sector. Gol help may be sought in addressing inter-state transmission and grid
capacity bottlenecks and dynamically adjust the robust framework for energy

auctions.

Haryana has diligently notified and enforced the various environmental laws and
acts as stipulated; Air and Water, Plastics management, E-waste management, Bio-
medical waste, Hazardous wastes etc. Yamuna Action Plan projects are underway
with a view to stem pollution in water bodies and impose stringent penalties on
defaulters. Furthermore in keeping with rising ecological concerns over e-waste
management and disposal, the State has diligently notified rules governing the

same.

Karnal and Faridabad are the two cities identified under the Smart-city mission. 60
projects worth 2,342 Cr. have been identified already and are in the process of
tendering/DPR stage.39

Besides creating enabling technological infrastructure for the 2 smart cities, Solid
Waste Management is a key issue facing the State. Only 3% of the Waste generated

is being processed at present.39

Haryana in collaboration with Gol assistance can evolve ways to create a
remunerative market for by-products from waste generation / treatment. By
creating an enabling eco-system for the waste generator, the collection agent and
other middlemen, a paradigm shift in this sector can be achieved. Creating a
favourable and incentivised waste management system can effect innovative

employment, while addressing pressing environmental concerns.

Given recent downgrades in the air quality in Haryana and NCR, the State has
already taken strict measures to deal with air pollution from old vehicles and crop
stubble burning. Haryana State is already in the process of setting up about 10
Ambient Air Quality (AAQ) measurement stations across the State, in addition to

existing stations.

A healthy environment would be more conducive to allied sectors such as tourism

& hospitality, transport, quality of life / health of the populace.
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Way Forward:

Skilled Personnel for the Sector: There is a need for skilled environmental
professionals in sewage treatment plants, effluent treatment plants, waste
management facilities, incinerators etc. Skill India Mission, as noted in the
indicative action plan, could be the nodal initiative for the augmentation of skills
in this regard. This would indeed bridge the manpower gap while facilitating

compliance.

Concerned Gol Ministry/ Department: Ministry of Environment, Forest & Climate Change

7.5.4 Construction and Related Engineering Services:

Haryana Achievements & Recommendations:
Under the Gol's Pradhan Mantri Awas Yojana (PMAY Urban), Gol recently approved
over 1 lakh houses, with Haryana getting a sanction of 19,858 units.®” Haryana
Government's goal to provide housing for all by 2022, is already well in sync with
the PM’s vision of a Housing policy for all by 2022, when India celebrates 75 years

of independence.38

Under the Atal Mission for Rejuvenation and Urban Transformation (AMRUT)
scheme 20 regions in Haryana have already been covered. Most recently an outlay
for Rs. 326 Cr. has been sanctioned for drainage, water supply and park projects

in Sonepat, Ambala and Karnal and work is progressing in a satisfactory manner.

Haryana plans to take all steps needed to ensure major components of the housing
scheme such as In-Situ Slum Rehabilitation (ISSR) are met.3® Given the 3.3 lakh
million slum households as per Census 2011, and the lack of proposals yet for their
housing requirements, the same is to be expedited in a well thought out manner.
PPP models for service delivery with formidable accountability mechanisms can be

considered in this regard.

In the near-term, Gol and the State can collaborate to evolve methods of new cost
effective and sustainable material use in building construction, by drawing on
scientific progress made in this regard. For instance, lIT-Madras has evolved a low
cost house design using Glass fibre reinforced gypsum panels (GFRG). This has

been approved by the Building Materials and Technology Promotion Council

37 Economic Times, 2018
38 Affordable Housing Policy 2018, Government of Haryana
39 India Smart Cities Council, Feb 2018
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(BMTPC). Eco-friendly construction measures can help sync up with continuous
efforts being made by the Environment department. Sufficient assistance to pursue
these scientific research endeavours can be made available by Gol through more
schemes / incentives/ R&D funds for private researchers and innovative companies

and/or academic institutions in the State.

This would help synergise efforts of Gol, create employment in the construction
and fabrication sector and help meet the obligations of the State Government

towards the economy as well as the environment.

Way Forward:

Inclusive and Sustainable Planning: There is a need to place emphasis on the
importance of factoring in ‘green planning’ into the construction & related
engineering sector. Factoring in the ‘urban poor’ into the dynamics of this sector

is a very welcome step.

Concerned Gol Ministry/ Department: Ministry of Housing & Urban Affairs, Ministry of

Human Resource Development (Associated Ministry)

7.5.5 IT/ITeS and emerging technologies:

Haryana Achievements & Recommendations:
With more than 400 IT/ITeS companies, Haryana is a leading destination for IT and
ITeS in India. 13% of India’s BPO workforce comes from Gurugram, which boasts of
the highest BPO workforce density in the World and 6% of National Electronics and
IT exports in 2016-17. Haryana has enacted recent legislations and policies to
further develop this particular industry; IT & ESDM Policy 2017, Cybersecurity
Policy 2017, Amendments to Communications & Connectivity infrastructure,
Entrepreneur & Startup Policy 2017.33

Haryana (HARTRON) has also collaborated with NASSCOM for establishing a Centre
of Excellence of its own (CoE-loT). The same will shape and align the State with
Industry 4.0. The benefits of this platform are multifarious. Besides bringing down
the cost of innovation, CoE-loT offers young entrepreneurs a chance to solve
industry specific and contextual challenges plaguing the Nation, under the

guidance and mentorship of industry leaders, and skilled practitioners.
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Haryana is all set to have the country’s biggest Startup Hub in Gurugram by 2020
under a PPP model, which is being organized along the lines of the Telangana-hub
(T-Hub).*® Gol can assist the State in aligning the industry requirements with
training programmes and enhancing apprenticeships so as to help the workforce

keep pace with market conditions.

Haryana has initiated the setting up of IlIT-Kilhod and Software Technology Park of
India (STPI) centre in Panchkula. The former aims to address the skilling challenges
of the IT industry, and the latter aims to create more job opportunities while aiding

the further growth of the IT industry in Haryana.

Haryana is also in the process of identifying 7 universities to act as ‘host institutes’
for the setting up of incubators, with financial assistance of INR. 30 Lakhs per
University for a period of 3 years, with the aim of providing an enabling ecosystem

for student entrepreneurs and faculty members.

The city of Bengaluru is once again readying itself for the next era of disruptions.
The State of Haryana cannot afford to be left behind in this new revolution. While
Startups in Kolkata, Kerala, Tamil Nadu, Delhi, Maharashtra have already leveraged
the ‘Warehouse Startup’ Scheme pioneered by 10,000 Startups initiative,

companies in Haryana are yet to make full use of the same.

Creating greater awareness and sensitization on these programmes and platforms
will be key to the continued success of this industry, going forward and the State

of Haryana has every intention of following through on the same.

Way Forward:

Leverage New Tech for Modern-day Challenges: Besides ensuring the growth of
the IT/ITeS sector, Haryana welcomes the push to leverage new technologies and
innovations to find solutions to societal problems and to address shortcomings
in sectors such as Agriculture, education, city governance, waste management,
healthcare, power etc. Furthermore, the State would like to lay emphasis on the
need for a robust National privacy law/ framework and a comprehensive policy

on data sharing and localization at the earliest.

Tackle Global Developments: Finally, the State also notes with concern, not just

the rising protectionist tendencies by certain Countries towards Indian IT

40Tol, 2018
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Companies, but also the apparent tightening of visa regimes towards dependants
of professionals lending their services in foreign countries such as the USA and
UK.

Concerned Gol Ministry/ Department: Ministry of Electronics & Information Technology

7.5.6 Financial Services:
Haryana Achievements & Recommendations:

In pursuance of the above GOI initiatives and country trajectory, the State has
taken steps to create an enabling ecosystem for financial services and payments
with the passage of key policies such as IT & ESDM Policy, Communication &
Connectivity Infrastructure Policy, Cyber Security Policy, Entrepreneur and
Startup Policy. These policies exemplify the State's commitment to evolving a
‘systems approach’ aimed at facilitating the growth of the industry, while ensuring
that infrastructure and integrity issues of the system are not compromised, at any

stage.

Haryana has also been placed in Phase-l and Phase-ll of Bharatnet (NOFN) Rollout
to ensure the availability of quality digital infrastructure to citizens and is
constantly pushing the envelope in securing greater rural mobile and internet
connectivity with a view to consequently drive financial inclusion and anti-poverty

measures.

The State of Haryana, in its 2017 Budget, stated that all Government payments
over Rs. 5000 would be made through digital means in pursuance of a cashless

economy in keeping with the vision of the Hon'ble Prime Minister.

Besides ensuring that all stakeholders in the State develop an understanding of
Fintech products and their methods of operation, the State can ensure that a level

playing field is created for small firms, to keep pace with the big ones.

A recent RBI panel mooted the idea of ‘regulatory sandboxes'/ innovation hubs with
well-defined space/ duration and adequate regulatory support from financial sector
regulators. This will positively impact the financial service sector and provide a
dynamic platform for established players and new entrants to evolve new products

and services for the market.
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Gol can lend its assistance in the creation of the regulatory sandbox framework,
knowledge products, market updates and keep the State apprised of various

nuances and potential of this sector.

Gol, in consultation with the State, can take steps to continuously evaluate data
integrity and cybersecurity of the financial service sector, on account of increased
operational risk in the present day and age. Consumer safety and system integrity

are critical and should be given due importance.

Way Forward:

Greater emphasis and support for emerging Fintech: There is a need for greater
emphasis be laid on the emergence on Fintech and new players. Furthermore, as
noted in the indicative action plan, specialized modules on financial products and
services ought to be taught at the college level, in order to prepare students for
the completely different landscape likely to confront them while seeking roles in

financial companies, banking institutions, rating organizations etc.

Concerned Gol Ministry/ Department: Department of Economic Affairs, Department of

Financial Services, Ministry of Finance

7.5.7 Audio-Visual Services:

Haryana Achievements & Recommendations:
Haryana, has taken numerous steps to create an enabling ecosystem for many
stakeholders engaged in this sector. Haryana notified the Entrepreneur and
Startup Policy (2017) aimed at infrastructure augmentation, fiscal support,

regulatory easing and encouraging student entrepreneurship.

In Haryana, the IT & ESDM policy (2017) was laid out to facilitate the market for
new products and offerings. The Haryana Communications & Connectivity
Infrastructure Policy (2017) to increase the subscriber base and quality of
connectivity. Both these policies aim to create a conducive environment for this
segment through increased access and enhanced quality of connectivity and

thereby, platforms.

The Haryana Enterprise Promotion Policy-2015 further aims to instil a sense of

entrepreneurship in the youth of the State.
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The State in April 2018, launched a Startup incubation centre at Panchkula. This
was made possible by a collaboration between the Department of Higher Education
and the Startup Accelerator Chamber of Commerce (SACC). The primary objective
of this incubator is to foster entrepreneurship through boot camps, workshops and

classes.*!

High level events such as Digital Haryana Summit 2017 in collaboration with
NASSCOM, showcased the latest in thematic areas such as Digital collaboration,
Technology shifts, and aligning the building blocks of the digital governance,
innovation and citizen partnership. It brought together key industry players and

also helped put the State of Haryana on the Map as a hub of this emerging sector.

Way Forward:

Policy Review and Alignment: There is a struggle to achieve a degree of
uniformity in various aspects of this segment, given each States prerogative over
the Media and Entertainment Industry. Aspects such as taxation structures,
regulatory landscape of States, entertainment tax, footfalls in theatres all have
a direct impact on the level of apprehensiveness of long term investments in this
sector. Appropriate reviews on the same can be initiated. Transparency,
uniformity and predictability are required to boost the commercial success of the

film industry, as seen in countries like China.

Infrastructure for Emerging Avenues: Other avenues within this segment such
as VFX, Gaming, TV, Digital Media etc. as they are absolutely critical to this
segment. The State's investment in creating quality infrastructure and
incubation centres to foster entrepreneurship, stands testament to its

commitment to ensure the development of these promising avenues.

Concerned Gol Ministry/ Department: Ministry of Information & Broadcasting

7.5.8 Telecommunication Services:

Haryana Achievements & Recommendations:
Haryana has notified enabling policies such as Communications & Connectivity
Infrastructure Policy. It is also supporting the National drive to provide mobile and

internet connectivity to all regions of the State.

41Tol, April 2018
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Under National Optical Fibre Network (NOFN), Haryana was placed in the Phase-|
of BharatNet rollout i.e. covering all 6078 GPs by 2017. Optical fibre laying has
been completed in 5355 locations and end to end testing completed for 4051 Gram

Panchayats.

The State has also signed a MoU with Internet and Mobile Association of India
(IAMAI) under which a mobile application development centre is being set up in

Gurugram, Haryana.

Furthermore, the State has implemented State Wide Area Network (SWAN) under
NeGP, Gol, to provide a backbone for citizen-centric services across all districts,
through monitoring of schemes through innovative use of wireless technologies,

sharing citizen databases, educational content, grievance redressal etc.

Villages in Haryana Stata are all set to benefit immensely through the “Internet
Saathi” Programme being run by Google and Tata Trusts aimed at empowering
rural women and driving greater internet usage by them to foster

entrepreneurship.?

Way Forward:

Expedite Connectivity: Ensuring rural connectivity and digital literacy is critical
and progress is being made under flagship schemes such as PMDISHA and
infrastructural acceleration under BharatNet and other initiatives. As stressed
earlier, the development of digital policy frameworks encompassing data flow,
privacy and localization are integral to a 'systems approach’ in realizing Digital

India.

Concerned Gol Ministry/ Department: Ministry of Communications

7.5.9 Education Services:
Haryana Achievements & Recommendations:

The State through The Haryana State Electronics Development Corporation
(HARTRON) is coordinating efforts to reach a target audience of 11,91,000 under
the PMGDISHA.

42ET, 2018
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The State has an education network comprising 1 Central University, 17 State
Universities, 21 Private Universities, 280 Engineering Colleges, 171 management

Institutes, 187 Polytechnics, 388 ITI's and 33 Pharmacy Colleges.

The State is also in the process of setting up ‘Haryana Science City’ in Sonepat
aimed at creating awareness and enhancing public understanding of science and
technology, especially related to cutting-edge topics. This is proposed to be done
through simulators, virtual reality exhibits, science shows, demonstrations etc.*3
and is being developed under the aegis of the National Council of Science Museums,
Ministry of Culture, at a Project Cost of 28 Mil. USS$.33

The State is taking novel efforts at the school level to enhance learning outcomes
and student welfare, such as setting up of Ganit Gyan Clubs (to promote interest in
mathematics), crating of career counselling cells, conflict management cells,
reading guarantee programmes etc.* 6 language labs have also been set up in
model Sanskriti schools facilitate digital learning, listening and speaking skills of

students

Haryana Vishwakarma Skill University has also been set up to impart skill training
while tying up with industry stakeholders, to help instil a spirit entrepreneurship

among the youth and impart skill based education across various sectors.

The State, with necessary assistance from Gol hopes to expand the number and
guality of higher education institutions in the State and also revamp the existing

institutions.

Possibility of setting up institutes of excellence for higher education in various

fields can be discussed with Gol.

Way Forward:

Leverage Education as an Export Commodity: India is yet to leverage education
as a major export commodity. The push to internationalize education by creating
‘Brand India’, attracting foreign students and encouraging foreign institutions to
set up campuses in India through a range of supportive measures are welcome

steps

43 |ndian Express, 2017
44 PTI, July 2018
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Alignment of Policy/Regulation with developments: Given the emergence of
distance learning, e-learning, virtual education and hybrid learning models, it is
critical that requlatory reforms, accreditation processes, digital infrastructure
and connectivity keeps pace with the proposed thrust areas. Procedural and Visa
issues for foreign students and rules surrounding proposed foreign University

campuses in India, can also be simplified and made transparent.

Accreditation: Aligning educational institutions with International rankings (QS,

or ARWU) can also aid quality assurance and stakeholder buy-in.

Concerned Gol Ministry/ Department: Ministry of Human Resource Development

7.5.10 Medical Value Travel:

Haryana Achievements & Recommendations:
The State is uniquely positioned to align with the Gol plan, to promote AYUSH
services domestically and to the International community. The State has a
formidable presence of 7526 Ayurvedic/ Unani practitioners, and 6229
Homeopathic practitioners. Besides this, the State has a total of 719 facilities
(comprising Hospitals, Ayurvedi Prathmic Swasthya Kendras (APSKs), AYUSH
wings, OPDS under NRHM).

A comprehensive policy termed ‘Policy for Opening of AYUSH Facilities 2017" has
also been notified by the State Government of Haryana, with the intention of
mainstreaming AYUSH and providing for quality infrastructure and highly skilled

manpower for the same.

Haryana is also offering degree and diploma courses in ayurvedic medical surgery,
homeopathic medical surgery, ayurvedic pharmacy etc. which can link up with the

education service sector in the State (Study in India Programme for example)

Furthermore, enhanced budgetary allocations to increase the activities and reach
of AYUSH department has been made, and stood at 213.70 Cr. in 2017-18 (Plan)
vis-a-vis 55.38 Cr. in 2016-17 (Plan).

The State intends to further align its tourism policy and tourist infrastructure in
order to create a conducive ecosystem, for the development of this particular

sector.

Way Forward:
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Accreditation: The indicative plan by Gol for adoption of accreditation standards
by AYUSH hospitals and subsuming the same under the proposal for
standardization of the tourism sector by NITI Aayog/ Bureau of Indian Standards
is a welcome step. Further incentive schemes for adoption of NABH accreditation

by wellness centers and hospitals is also welcome.

Data Integrity: In light of recent cyber-attacks on well-developed healthcare
systems such as in Singapore, there is need for action plans that focuses on data
privacy and improving the security framework and privacy of patient files.
Augmentation of tele-medical services as a marketing initiative and as a
continuation of treatment or in post-operative stages would augur well with the
growth of this particular service offering, as is evident from African and SAARC

countries’ experiences.

Concerned Gol Ministry/ Department: Ministry of Health & Family Welfare, Ministry of
AYUSH, Ministry of Tourism (Associated Ministry)
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7.6 Major Cross-Cutting Issues

7.6.1 Visa Reforms:

It is encouraging to see further reforms in the existing visa regime aimed at simplification
and designing concessions for select categories and recommends further reforms. The
upgradation of ‘Conference Visa' category under the e-tourist visa regime with additional
exemptions/simplification in procedures, or a potential Visa on arrival for Mega-events,
for the same would be welcome, given the burgeoning value significance of the MICE
segment in Haryana and across the country. Creation of a ‘Group Visa' under the e-tourist
visa category would also help boost destination tourism aimed at securing participation

of Schools, Colleges in International study or tourist trips.

Furthermore, given the rise in service offerings of medical sector to foreign nationals, a
medical visa on arrival coupled with an increase in the number of times a patient can enter
from three (existing), upwards, as proposed, would be welcome, to facilitate follow up

treatment.

The modalities, requirements and exemptions required for the above can be worked out

in consultation with relevant stakeholders at the State level as well as at a National level.

7.6.2 Skill development with foreign language capability:

The proposal by MHRD to initiate a fully funded Centrally Sponsored Scheme (CSS) to
mainstream foreign language training in schools, colleges, vocational and professional
institutions is a welcome step. Such a move does have the potential to enhance market

opportunities for the workforce.

However, at the same time one needs to make a mention about the ‘brain drain’ of
talented citizens relocating to other countries for better professional opportunities. It
would behove Gol to take cognisance of this issue, analyse and address the same at the

appropriate forum in order to judiciously balance these two aspects.
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7.6.3 Standards in Services:

Haryana has already taken cognisance of International Standardization Regimes and the
rising standardisation measures being adopted in the manufacturing sector. It is plausible
that these standards would become integral to the fortunes of the service sector. India
can set the World Standard in certain areas where the Country is perceived as a leader;
IT/ITes, traditional systems of medicine, yoga etc. This needs to be analysed in tandem
with the existing structure of independent regulators in India, which is another major
cross-cutting issue that can be reviewed for various service sectors, the quality of which

has a direct impact on investor confidence.

Aligning National Standards with International guidelines would be critical for the global
trade in services, going forward and the State welcomes the proposal to have NITI Aayog
take the lead in developing a National Strategy in this regard, in consultation with relevant

Government Departments (Bureau of Indian Standards, Quality Council of India).

In conclusion, while at first glance all the listed achievements and ways forward may not
appear to have an immediate impact on boosting MSME participation within the services
sector, the key aim of this chapter was to highlight broader action areas for the State of
Haryana to focus or expedite or work closely with Gol to achieve progress. Addressing
these outlined areas is critical to creating a conducive environment for the services
sector in Haryana, and would in the near future create exciting opportunities for MSMEs
within the service sector. More details on the Indicative Action Plan (IAP) for the

Champion Services Sector can be viewed at Annexure 12.1.

252



Leading Practices Report for Haryana MSMEs

253



Chapter 8

Global & Indian
Experiences with MSME
Sustainability: Key
Takeaways for Haryana




Leading Practices Report for Haryana MSMEs

255



Leading Practices Report for Haryana MSMEs

8.1 Enhancing Competitiveness Through Energy Efficiency in

Industrial Production

The MSME sector of India has been one of the key and salient economy drivers for a very
long time. MSMEs take numerous initiatives and make continuous efforts to ensure smooth
industrial operations targeted at meeting the demand and reducing operational costs with
limited financial and intellectual resources. The efforts made by MSMEs are largely focused
to ensure their competitiveness in the market, however in the last more than a decade the
global markets have grown exponentially and for MSMEs to remain competitive at a global
level requires support in terms of intellect, expertise, technology and finance. The
competitiveness of an industry small or large depends mainly on its resource utilization
performance, quality of products, compliance mechanism, which altogether relate to the
cost of product. For most of the MSMEs the level of technology use is very old and
conventional which increase their input operational cost of manufacturing. The operational
costs include cost of manpower, raw materials, energy and utilities and quality
infrastructure cost. Where in MSMEs generally do not have much control over the cost of
manpower and raw materials, since getting and retaining skilled manpower in MSMEs is still
a challenge and there is no direct control on cost of raw material, the market only decides
the raw material cost. In such a scenario the cost towards energy and utilities becomes a
focus area to achieve cost optimization and resource use efficiency through energy efficient

technology interventions and adopting best energy efficiency operating practices.

Energy-efficient investments have become a core part of Government strategy especially in
the industrial sector. Industrial energy efficiency policy measures vary according to the level
of development of the country in question, as well as the implementation capacity of the

Government to bring about the proposed changes.

As per the 2014 International Atomic Energy Agency (IAEA) data, the manufacturing
industry accounted for about 28% of final energy consumption. BP's energy outlook 2017
predicts a nearly 30% rise in global energy consumption by 2035, with the industrial and

building sector accounting for a major portion of the projected demand.

With a drop in the extent of available fossil fuels, and the growth in the use of renewable
energy sources, energy prices are gradually being pushed upward, thereby resulting in
increased costs of production, logistics and energy intensive commodities. Calculations
reveal that energy accounts for about 5% of the costs of an average manufacturing
company, and that the leverage of energy-efficiency programmes can result in savings

ranging from 10%-30% of energy costs within a 3 year period (IAEA). Furthermore, there is
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a huge potential for indirect savings viz. reduced maintenance costs, materials, wastage
etc. which ultimately results in increasing the competitiveness of an
establishment/industrial sector. Typical energy efficiency measures in the industrial sectors
revolve around the use of more efficient motors, boilers, furnaces, pumps, compressors,
ventilating & heating systems, etc. There are certain energy efficiency best practices related
to industrial operations and management for e.qg. flexible energy scheduling during peak
times can help lead to further savings. Finally, the promotion of industrial energy efficiency
measures come under the larger ambit of the Sustainable Development Goals (SDG 9, 12
&13) which relate to “Promoting Sustainable Industrialization”, “Ensuring Sustainable
Consumption & Production Patterns” and “Climate Action”. Energy efficiency will help lay
the path towards lower carbon intensity, thereby justifying firm-level investments in energy-
efficiency investments. It must also be kept in mind that investments in achieving industrial
energy efficiencies will not only help align with regulatory requirements in the future, but
also help in increasing the competitiveness, fulfil corporate social responsibility goals, while

also driving forward the demand and supply of innovation.

The classification of UNIDO in this regard categorises countries as being the ‘early’, ‘middle’
or 'late’ stages of implementing Industry Energy Efficiency Policy measures. UNIDO outlines
5 areas/ policy domains and 2 broad categories of policy instruments that are leveraged in

this regard.
The 5 areas/ policy domains comprise the following;

Product

Labour

Capital

Land

Technology Markets

The policy instruments used range between market based instruments and the use of public
inputs. While market-based interventions have an impact on prices and taxes, public inputs
reflect the provision of goods or services by the government, including institutional creation

and upgrading.

Some of the key principles that ought to be kept in mind while designing policy instruments

to boost energy efficiency in the industrial sector include;

Simple policy instrument design with transparent procedures

Adequate financial resource provisioning/ planning for policy Instruments
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Harmonizing, aligning and streamlining policies to avoid overlaps, duplication or

conflicts in implementation

Ensuring co-ordination between all stakeholders and government agencies in the

design, understanding and implementation of policy instruments.

Industrial energy efficiency policy measures implemented in four developing countries,

namely Colombia, Tunisia, Viet Nam and Moldova provide valuable learnings as studied

through the following matrix (Refer Figure 38) that may be considered, contextualised and

implemented (if possible and if applicable) in the State of Haryana.
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Figure 38: Evaluation Matrix for IEE Policy Instruments

8.1.1 Colombia

Industrial Energy Efficiency (IEE) Policies have been pursued by the Government of

Colombia since the 1990’'s. Some of the major drivers for Colombia’'s commitment to IEE

Policies revolve around the following;

Accession to the OECD
Increased Competitiveness of the National Economy
Attraction of FDI

Implementation of International Agreements
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The premier Government Agency responsible for the Energy Policy in Colombia is the Mining
and Energy Planning Unit (UPME), under the Ministry of Mines & Energy. The specific
Government Body in charge of energy efficiency is the Intersectoral Commission for the
Rational & Efficient use of energy (CIURE). The key legislation introduced in Colombia was
the Programme for the Rational and Efficient Use of Energy (PROURE) which was introduced
in 2001 and adjusted subsequently in 2003, 2007 and specially incorporated in the Action
Plan for PROURE 2010-15. Some of the key objectives of PROURE include;

Development of efficient and sustainable management in energy

Establishment of economic, technical, reqgulatory and information conditions for
the promotion of efficient energy goods and services.

Strengthening institutions and promoting public-private partnership for the
implementation of EE programmes and projects.

Creation of incentives, including taxes, for EE programmes and projects.
The specific focus on major IEE Policies with a view to enable action by industry includes;

Introduction of Energy Management Systems (EnMS)
Optimization of the use of boilers

Optimization of combustion processes

Introduction of efficient lighting

Cold chain optimization.

One of the critical components of the Energy Efficiency policies for the industrial sector are
the 4-year National Development Plans (PND). The plan introduces ambitious targets on
energy savings compared with the business-as-usual scenario: from 1.75 per cent in 2015
to 6.91 per cent in 2018.1% The plan introduces specific targets for the most energy-
intensive industries - chemical, cement, iron, steel and non-ferrous metals, beverages and

tobacco, and paper and printing.

With a view to improve IEE policies within the larger PND framework, the Government of
Colombia is currently implementing the Low Carbon Development Strategy under which the
Sectoral Mitigation Action Plans (SMAPs) have been notified thus giving various
Government departments the responsibility to implement specific EE policies in their
respective areas of engagement. SMAPs are expected to be developed for all industries of
the economy to achieve EE improvements and implement national mitigation goals. Industry

SMAP cover metal works, iron and steel and bricks in Colombia.

259



Leading Practices Report for Haryana MSMEs

Based on all the experiences of the Government of Colombia the following lessons were

learnt to be the major obstacles in the implementation of IEE Programmes in Colombia;

Lack of knowledge of IEE Programmes and incentives

Lack of expertise at the level of industrial enterprises

Insufficient Development of Energy Service Companies (ESCOs)

Limited Market Opportunities

Significant upfront costs

Difficulties in assessing available technologies and uncertainty about their
performance

Lack of applicability of incentives to all actors

Complex application procedures

Lack of awareness, sensitization and advice from the Government

Long-time taken for decisions on equipment replacement due to complicated

application processes and procedures

Based on the experiences of PROURE and PND, one of the key lessons learnt was that there
was a need to develop innovative funding tools/ mechanisms to fund IEE projects, while
providing the foundation for popularizing ESCOs and marketing their measures and
technologies as 'win-win’ situations. Finally, an urgent need was felt to augment R & D to
achieve a higher degree of efficiency while formulating measures, tools and technologies

for the National Context.

The Summary of the Policy instruments leveraged in Colombia as per the evaluation

matrix followed, is attached as Annexure 11.1

8.1.2 Tunisia

Tunisia began to engage with energy conserving policies since the 1980s, and the
experience since this time was factored into the National Sustainable Development Strategy
(SNDD) of 2011. As per the SNDD of Tunisia the total primary energy savings achieved
through the implementation of energy efficiency measures is aimed to reach 30 Mtoe by
2020 and 80 Mtoe by 2030. Out of these savings it is expected that industry will be
responsible for 44.5% of savings followed by transport (29.5%) and buildings (26%).

In recent years energy security has become a significant concern for Tunisia. It is expected
that due to the growth of consumption, driven by industry as well as transport and

construction, the country may face a shortage of primary energy by 2020.
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Industry comprises around 30 per cent of the national GDP, and is one of the major drivers
of the country's economic growth. Some of the key drivers of Tunisia adopting IEE Policies

especially keeping in mind the burgeoning industrial sector include the following;

Energy security
Increased competitiveness of the national economy
Implementation of the international agreement (Paris Agreement)

Availability of donor funds for IEE improvements.

Over the last few decades the country has been evolving its IEE Policy frameworks through
the leveraging of both administrative requlations, as well as the implementation of market-
based instruments and incentives for the use of energy efficient equipment and the
implementation of IEE measures. The main custodian under the Ministry of Mining, Industry
and Energy is the National Agency for Energy Conservation (Agence Nationale pour la
Maitrise de I'Energie - ANME), which was established in 1985. Legislations on energy

efficiency introduced certain key responsible areas for ANME in the domain;

Development of new procedures for the implementation of energy efficiency
projects;

Implementation of a labelling scheme on energy efficiency for the equipment and
products;

Promotion of training and research in the area of energy efficiency;

Review and assessment. The ANME obtained the right to control the efficiency of

supporting mechanisms and the use of government aid.
Some of the key lessons emerging from the experience of Tunisia are summed up as follows;

The flexibility of the decision makers was one of the key factors that led to the
success of the programme implementation in Estonia.

Contributions of International Experts was an integral part of the processes.

In terms of financial support, funding opportunities for IEE projects may be limited
due to the conservative approach of private financial institutions.

A special component of national IEE programmes should focus on the promotion of
the energy service companies (ESCO) concept as the key element for additional
sustainable IEE improvements in the national economy, e.g. through a set of
demonstration projects.

Energy efficiency funds require lower-than-market interest rates to attract clients,

as well as other incentives for potential customers.
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Priority should be given to short-term loans for projects with high rates of return;
Simplification of the control system to avoid unnecessary audits and increase the
transparency of procedures.

Cooperation with existing financial institutions, their involvement in project design,
minimal government interference, Flexible design and strategic planning.

A combination of legislative norms and standards and awareness-raising activities

is necessary to encourage investments in energy efficiency.

The Summary of the Policy instruments leveraged in Tunisia as per the evaluation matrix,

is attached as Annexure 11.2

8.1.3 Vietnam

The Government of Vietham began to address IEE Policies as a result of the rapid
industrialization witnessed across the country. As a result of the rapid rise in the level of
energy consumption by the industrial sector in Vietnam (which rose to 50% in 2015), the
Government of Vietnam initiated a target of achieving a reduction in energy consumption
per unit of GDP, under the ambit of the National Sustainable Development Strategy for
2011-20. Vietnam, it must be noted, is a very energy-intensive country in East Asia. It must
be emphasized that the use of energy intensive methods of production leads to higher
production costs for manufactured goods, has consequences for FDI flows as well as global

market integration initiatives.

Some of the key drivers that necessitated the IEE Policies for the Government of Vietham

included;

Increase in competitiveness of the National Economy
Availability of Donor funding for IEE improvements
Attraction of FDI

In Vietnam, policy efforts made in the direction of IEE activities mostly stem from the
Ministry of Industry and Trade (MOIT). The first National Decree on Energy Efficiency and
Conservation was issued as early as 2003, specifying the roles of government agencies in
the area of energy efficiency, requiring suppliers of energy-consuming equipment to include
data on energy consumption in user manuals and to include special labels on the equipment.
The decree was supplemented by the MOIT 2004 circular on the guidance of implementation
of energy conservation in the industrial sector (Circular 01/2004/TT/BCN), which
established the principles of energy audits and energy management of industrial

enterprises. These regulations have been replaced by the more comprehensive Law on
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Energy Conservation and Energy Efficiency (50/2010/QH12), particularly the chapter on
the economic and efficient use of energy in industrial production, which came into force in
2011.

The specific components that the Golernment of Vietnam focused on included;

Phasing out of low-energy efficient equipment and promotion of high energy
efficient equipment. The manufacturers that met the IEE standards would receive
technical assistance through programme-supported projects.

MOIT planned to establish a model of supervision over energy savings in industrial
enterprises. The government provided assistance to industrial enterprises to

upgrade, improve and rationalize their energy efficiency.

The current IEE Policy of Vietnam is currently being implemented through the Law on
Energy Efficiency and Conservation of 2011. According to this law all industrial enterprises
must develop annual plans for efficient energy use. Some of the other measures introduced

keeping in mind the industrial sector include;

Energy labels for industrial appliances and equipment (already implemented in
India/Haryana)
Mandatory sectoral energy efficiency standards for appliances, equipment,

technology and products.

MOIT via its Energy Conservation Office has implemented the National Strategic Programme
on Energy Saving and Effective Use (Viet Nam National Energy Efficiency Programme,
VNEEP). The Government agencies cooperating with MOIT on different energy efficiency
projects are the Ministry of Construction, the Ministry of Transport, the Ministry of Science
and Technology and the Ministry of Agriculture and Rural Development. The combination of
expertise possessed by the different ministries is expected to have a synergistic effect on

the promotion of various IEE measures.

Based on the implementations of all the plans and policies made with regard to IEE

interventions, certain obstacles and learnings were identified;

Insufficient financial incentives offered by Government

Lack of access to private financing for implementing energy efficient measures
Lack of accountability in the enforcement of National Energy Efficiency targets
Significant success factor identified was the co-ordination efforts that transpired

between various stakeholders and Government agencies
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Development of procedures, SOPs and assessment of specific
monitoring targets helps in keeping track of specific elements of the programme,
although a lot more remained to be monitored and enforced.

The Summary of the Policy instruments leveraged in Vietnam as per the

evaluation matrix is attached as Annexure 11.3

8.1.4 Moldova
The energy efficiency of Moldova is three times lower than most EU countries. This has completely
undermined the competitiveness of the local industry. Outdated technologies and equipment, lack

of knowledge and skills necessary to initiate energy efficient measures are some of the challenges.

Therefore, keeping this in mind the Government of Moldova in the National Development Strategy
(NDS) Moldova 2020 has placed significant emphasis on energy efficiency and energy security.
Furthermore, the Energy Strategy of Moldova 2030, strives to reduce the energy intensity by 10%
and its Greenhouse gas (GHG) emissions by 25% by 2020. These two ‘pillars’ form the core strategy

of the energy industry’'s National Strategic Vision.

Since 95% of its energy requirements are imported, the country places special emphasis on
promoting energy security. In Moldova, industry is the second highest consumer of energy (21%)

thus pointing to the huge potential to achieve energy efficiency in the industrial sector.

Furthermore, with the steps being taken to strengthen the cooperation of Moldova with the
European Union, there is an urgent need for Moldova to meet certain energy efficient targets in

order to boost the co-operation.

To implement the NEEP goals, the Government of Moldova uses the National Action Plan for Energy
Efficiency (NEEAP).62 The Plan for 2013-2015 aimed to reduce the national economy's final
energy consumption by 428 ktoe. This result was expected to be achieved through the following

measures:

Modernization and modifications in the industrial sector to achieve energy savings in the
amount of 15.9 ktoe in 2015, 26.5 ktoe in 2016 and 47.75 ktoe in 2020.
Introduction of Energy Management Systems (EnMS)

Development of the energy services market for the national economy’s industrial sector.

As per reports evaluating the performance of IEE measures in the country some of the reasons

attributed to the bottlenecks faced include enterprise-level lack of awareness on IEE measures, lack

of qualified professionals, energy auditors, energy experts etc., who will be of assistance to

enterprises in their transition to EE measures. It was found that training of staff from SMEs was

critical to the success for such measures. Leveraging co-operation with industry associations for
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implementation of EE policies is also a worthy avenue to pursue. Since many small enterprises focus
on price, rather than energy metrics it is critical to factor the same into the policy planning process.
Simplified certification measures can also go a long way in enhancing the take up of IEE measures

among industries, particularly SMEs.

The Summary of the Policy instruments leveraged in Moldova as per the evaluation matrix, is

attached as Annexure 11.4

Learnings for Haryana MSMEs-Industrial Energy Efficiency

It is evident that with the rise in industrialization, the energy demands for the manufacturing sector
in Haryana are bound to increase exponentially. Based on the country experiences listed in this
section there are significant learnings for Haryana MSMEs and for India as a whole. Some of these

valuable lessons include the following;

Augmenting institutional strength and public-private partnerships with regard to Energy
Efficiency initiatives can help reduce costs of production and result in greater savings to
industries/ enterprises.

Specific sectoral targeting of high energy consumption industries (such as chemicals,
cement, iron, steel and non-ferrous metals, beverages and tobacco, and paper, printing)
as witnessed in Colombia would be a worthy foundation to begin Industrial Energy
Efficiency initiatives.

Innovative funding tools, mechanisms to stimulate IEE initiatives is critical to the success
of endeavours made in this domain. Subsidies aside, the Government of Haryana may
actively explore ways to sustainably transform the manufacturing sector towards a more
energy efficient future. As a corollary, the insufficient level of financial incentives offered
by the Government proved to be a bottleneck in Vietnam. In Tunisia, the availability of
donor funds helped the country to move forward towards energy efficiency.

Haryana Government can take steps to promote Research and Development in the field of
energy efficiency and the development of energy-efficient equipment. In turn, this could
help increase the competitiveness of the MSME sector in haryana, while boosting savings
for small firms.

Finally, adequate level of assistance, sensitization and awareness ought to be an integral
and mandatory part of the Haryana Government’s engagement with MSMEs and the overall
industrial sector. Given the robust network of Industry associations in Haryana, the same
may be leveraged to push forward endeavours aimed at augment energy efficiency

especially for MSMEs.



8.2 Implementing Low Carbon Technologies: Electric Heat Pump

Technology in Punjabi Dairy Cluster

Backdrop

The dairy industry is of crucial importance to the Indian economy. India is the largest producer of
milk in the world (about 128 million tonnes annually) and also the world’s largest producer of dairy
products by volume. The Indian dairy industry boasts of an annual growth rate of 7%, and exports
of dairy products have been growing consistently at about 25% annually. The dairy industry plays a
key role in providing employment and income generating opportunities for millions of rural families,
particularly for marginal famers and women. Cooperatives account for about 60% of the installed
milk processing capacity. At the village level, cooperative societies of milk producers undertake the
collection, chilling and transportation of milk to the processing plants. The milk is processed and
marketed by 170 milk producers’ cooperative unions at the district level, which federate into 15
State Cooperative Milk Marketing Federations at the state level. The National Dairy Development

Board (NDDB) is the apex institution responsible for the development of the dairy sector.

Despite its impressive and growing production levels, the Indian dairy industry is finding it hard to
meet the escalating demands for milk and dairy products arising from changing consumption habits
and rapid urbanization. Most of the small and medium-sized (SME) dairy units use conventional-
design steam generators (boilers) and refrigeration plants that are low in energy efficiency, and
typically account for more than 75% of the total energy costs. Hence, the dairy industry is looking
for modern, energy efficient technologies that would help units improve their productivity and

profitability by reducing energy costs.

Dairy technology: The basic manufacturing process in dairy units requires both chilling and heating
applications. At the village-level collection centres, the milk is chilled to 4° C or below to ensure
that it remains fresh during transport to the processing plants. Here, the milk is pasteurized by
heating it very rapidly to a high temperature for a precise duration of time, and then quickly cooling
it to 4° C or below. This destroys the bacteria naturally present in the raw milk, and helps preserve

the milk for a longer period. The pasteurized milk is then packaged for distribution to consumers.

Intervention

In this backdrop, TERI in partnership with Institute for Global Environmental Strategies (IGES),
Japan undertook a project to identify, demonstrate and promote the application of an energy
efficient, low carbon technology (LCT) in the Indian dairy industry. The project is part of a larger
research collaboration titled ‘Research Partnership for Application of Low Carbon Technology for

Sustainable Development’ (ALCTS), funded by Japan Science and Technology Agency (JST) and



Japan International Cooperation Agency (JICA), which aims to promote Japanese LCTs in energy-

intensive MSME sectors in India.

The project conducted feasibility studies on a range of LCT options available with Japanese
manufacturers, and finally selected the electric heat pump (EHP) technology for demonstration in
the Indian dairy industry. In parallel, the project conducted a number of surveys and site visits to
different dairy clusters/units in India, based on which the project selected two dairy units for
demonstration of EHP technology: one each in the states of Punjab and Gujarat. These states are
among the leading producers of milk and dairy products in India (Punjab produces 9.5 million tonnes
of milk annually, while Gujarat produces 9.8 million tonnes/year). They host a large number of dairy-
based SMEs, and hence offer enormous potential for energy savings and reduction of carbon
emissions through the adoption of LCTs by dairy units. This case study focuses on demonstration
of EHP technology in the dairy unit of the Punjab State Cooperative Milk Producers' Federation
Limited (MILKFED) in Verka, Chandigarh.

Energy and emissions profile of Punjab dairy cluster

Total energy consumption 4.7 PJ

Specific energy consumption 0.51 GJ/tonne
(average)

Total CO, generation 0.54 million tonnes
Emission intensity 0.06 t CO2/ t product

EHP technology An EHP system works on the principle of the ‘heat pump’. This is the cyclic process
in which heat is taken up from an area of cold temperature and discarded into an area of high
temperature. A heat pump cannot operate by itself; it requires an external energy source. In an
electric heat pump (EHP) system, electrical energy is used to drive the heat pump. In simple terms,
an EHP system utilizes the heat emitted by a refrigeration process to heat water. Thus, EHP
technology provides heating as well as cooling output simultaneously. EHP systems are very
suitable for the dairy industry, as they can be used to meet the process cooling and heating

requirements of a dairy unit, while reducing the load on its existing boiler and chilling plant.

The project conducted detailed studies at the Verka dairy plant to gather baseline performance data
and identify possible energy saving options. The existing equipment in the Verka plant included a
chilling facility, two boilers operating on furnace oil (of 4 tonnes and 3 tonnes capacity); and

production equipment such as pasteurizer, milk separator, dryer, butter churner, etc.


http://milkfed.nic.in/mfed.htm

Based on its analyses, the project recommended the installation of an EHP system which would
simultaneously provide pre-heated supply water to the boiler facility and pre-cooled return chilled
water for the chiller facility. The EHP system was designed and customized by the Japanese firm
Mayekawa. The EHP system uses CO; as a refrigerant, and is designed to preheat boiler feed water

to around 80° C, and cool the return water for the chiller by about 4° C.

The EHP system was installed, integrated with the existing systems at the Verka plant, and
successfully commissioned in June 2013, under the guidance and supervision of the project team

from India and Japan.

Results

The project has been monitoring the performance of the EHP system following its commissioning.
The results so far indicate that with a potential annual operating time of 3672 hours per year (i.e.12
hours daily for 51 weeks of the year), the EHP system is achieving an annual primary energy saving
of about 35%, or 19 tonnes of oil equivalent (toe). In terms of curtailing greenhouse gas emissions,
the EHP system is achieving an annual reduction in CO2 emissions of 62.6 tonnes (about 38%). The
Verka plant personnel have been trained in the operation and maintenance of the EHP system.
Under the ongoing project, performance monitoring of the EHP system will continue till the end of
March 2014.

About 50 other dairy units in Punjab and Gujarat could potentially adopt the EHP system similar to
the demonstration plant. These replications would result in a saving in equivalent primary energy
of 952 toe/year, and a reduction in CO, emissions of 3128 tonnes/year. The project is undertaking
a dissemination workshop in January 2014 to generate wider awareness and motivate other dairy

units to adopt the energy efficient EHP technology.

Learnings from the Project for Haryana MSMEs:

As can be seen in the above project, the transfer of a new technology resulted in good production metrics
as well as a significant reduction in energy consumption, thereby increasing the competitiveness of the

cluster. Some sequential steps that can be taken by the Government of Haryana could include the following.

Bilateral/ Multilateral Agreements: Haryana Government can take steps to enter into bilateral or
multilateral agreements with leading Countries/ Organizations for, technology transfer with regard
to any sector, with a view to integrate energy efficient systems.

Benchmarking of Technology: The Government of Haryana can take steps to understand the
various energy consumption metrics and processes of various MSME sectors with a view to
prioritize interventions. This would help funnel technology that would result in greater

competitiveness, to those MSMEs that require it the most. Haryana's priority sectors such as food




processing, foundry clusters, dairy and textile sectors can be looked at with regard to integrating
and testing new systems.

Method of Collaboration: Leading countries in terms of demonstrated expertise in achieving cost-
effectiveness, technological innovation, collaboration (as outlined in earlier sections of the report)
to can be identified and synced with those sectors that have been identified for intervention.
Studies & Pilots: Pilot implementation can be conducted in 4-5 units (subject to feasibility studies,
capacity etc.).

Dissemination workshops: Following the successful implementation of the pilots, the knowledge
generated can be shared with relevant stakeholders to create a collaborative platform for future
engagements

Technological transfer: Based on the identified requirements and contexts technology transfer

can be initiated.

8.3 Energy Efficient Pot Furnace in the Firozabad Glass Industry

Cluster®®

Background:

Each day, MSME units in Firozabad produce around 2000 tonnes of glass products, including 50
million bangles, and provide direct employment to an estimated 150,000 people. The Firozabad
glass cluster also produces popular low-value glass products (bowls, tumblers, lamp shades, and so
on). Glass for making bangles is melted mainly in open-pot furnaces. Till the mid-1990s, the 80-odd
traditional pot furnaces in Firozabad were poor in design and coal-fired, resulting in very low levels
of operating efficiency and high levels of CO2 and particulate emissions.

Context:

In 1994-95, the Swiss Agency for Development and Cooperation (SDC) partnered with The Energy
and Resources Institute (TERI) in a project to evolve and promote a more energy-efficient pot
furnace design— one that would save fuel (coal), and thereby reduce CO2 emissions. However, the
situation changed in December 1996, when the Supreme Court ordered 292 industries located in
the Taj Trapezium zone-including the coal- fi red pot furnace units in Firozabad-to switch over to
natural gas (NG) to protect the Taj Mahal in Agra from environmental pollution. The Supreme Court
also directed GAIL India Ltd to supply NG to industries in the region. The coal-fired pot furnace units
were plunged into a crisis following the Supreme Court's verdict, because there were no readily

available designs for NG-fired pot furnaces at that point of time. Closure of these units would have
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disrupted the entire bangle-making industry, and threatened the livelihoods of thousands of
workers.
Approach and Results:
By pooling the competencies of Indian and international experts, and working in close consultation
with entrepreneurs, furnace operators, masons, and other local stakeholders, TERI developed an
energy efficient NG-fi red pot furnace system—the ‘recuperative furnace'. In 2001, TERI successfully
demonstrated the recuperative furnace in a unit chosen by the local industry association. The TERI-
designed furnace vyields energy savings of up to 50%, as compared to the traditional coal-fi red pot
furnace; and over 30%, when compared to the ‘conventional’ NG-fi red pot furnace (which had been
adopted by most pot furnace units by 2001, in the absence of alternatives). The payback period
ranges from 6-24 months, depending on furnace capacity and NG price. In order to support and
sustain replications of the TERI-design furnace, the project has strengthened cluster-level
technology delivery systems through Key features of TERI-designed pot furnace

e Modular waste heat recovery system (recuperator)

e Crown-mounted burner for better heat distribution

e Improved structural design Use of better quality refractories in crown and floor

e 5 ongoing awareness generation and capacity-building programmes.
As a result of these efforts, about 70 (till March 2011)of the 80-odd operating open pot furnace
units in the cluster have switched over to the TERI- design furnace, thereby yielding an annual
energy saving of over 60,000 tonnes of oil equivalent. TERI is presently working with BEE under
the BEE-SME programme, and considering energy conservation options for other types of furnaces.
Key Lessons:
Work with an ‘ice-breaker’: The project initially faced difficulties in establishing linkages with
industry associations, entrepreneurs, and other stakeholders in the cluster. The problem was solved
by identifying and working with an ‘ice-breaker'—a well-known and widely respected entrepreneur.
Adopt a participatory approach: The success of the project depended vitally on involving the local
stakeholders—workers, entrepreneurs, and others— in developing the new/improved technology.
Not only did this approach ensure that the technology was adapted to local conditions and
requirements; but it also gave the local people a sense of ownership over the technology, and the
enthusiasm and confidence to use it beyond the project's term.
First benchmark technology, then explore cost-cutting: The energy efficient technology was
developed in stages. The first priority was to maximize energy efficiency during demonstration, and
benchmark various parameters of performance. Quality and reliability of equipment and materials
were therefore critical factors in setting up the demonstration plant; while cost factors were

relatively less important at this stage. After successful demonstration of the technology and



benchmarking of its performance parameters, cost-cutting measures were explored step by step,
and in a participatory manner, to make the technology more affordable.

Technology must be flexible to adapt to cluster realities: In certain aspects, tradition and custom
wielded far more influence over an entrepreneur than even the proven benefits of the improved
technology. It was, therefore, important for the project to be able to modify the technology to suit
these local traditions and customs.

Build cluster capacities to spread and sustain the technology. Demonstration of the improved
technology was not enough. The industry stakeholders had to be imparted the information and skills
required to use and innovate on the technology beyond the project’s term. This meant training
workers and entrepreneurs in best operating practices; strengthening the capabilities of
fabricators, technicians, and masons to support the new technology; identifying and training local
consultants to provide advisory and trouble-shooting services; and so on.

Sustained project engagement with the cluster is a must: SDC has a principle of long-term
engagement in its funding programmes, which allows the formulation of flexible participatory
schemes that can operate for extended durations. Working with SDC enabled TERI to stay engaged
with the Firozabad cluster for over a decade. This continuous involvement has paid off, with
approximately 80% of the operating open-pot furnace units having adopted the TERI- designed
furnace so far.

Learnings from the Project for Haryana MSMEs:

As can be seenin this project, the technical expertise of visiting experts/ organizations/ countries
proved to be vital to the fortunes of the Firozabad Cluster.
Some of the ways in which the Government of Haryana can take steps to improve the
competitiveness of MSMEs in Haryana are;
Benchmark sectors and energy consumption patterns
Identify focus Sectors
Leverage technical Expertise of the country in terms of deriving solutions tailored to Haryana
context/ Customize technology to context

Pilot followed by knowledge dissemination and replication at scale

8.4 Scaling Up Sustainable Development of MSME Clusters in India

MSMEs in India, as is well documented, are critical to the economy of the country. However
numerous challenges exist with respect to maintaining the competitiveness of MSMEs and
manufacturing. Many of these challenges lie in the realm of how to ensure energy savings, resource

efficiency, while promoting occupational health and safety. The SWITCH-Asia project titled ‘Scaling



up Sustainable Development of MSME Clusters in India’ attempted to address energy,

environmental and social issues, while ensuring sustainability across foundry clusters in India.

About the SWITCH-Asia Project

The aim of this initiative/ project was to achieve an adoption of sustainable business practices
through the introduction of improved technologies, scaling up the activities of Business Membership
Organizations (BMOs), conducting Training of Trainers (TOTs), institutionalization, facilitating
aggregate sustainability reporting and enhancing access to finance for MSMEs through adequate

financial linkages.

Project Objectives
To facilitate the adoption of clean production methods in 500 foundry enterprises to become
commercially competitive through improved energy and research efficiency
Improve the working conditions in 200 foundry enterprises with better occupational health
and safety practices
Enable adoption of voluntary aggregate reporting by industry associations
Train about 50 local industry associations and service providers on sustainable production
and responsible business practices
Strengthen policy makers to develop guidelines, resource and implementation instruments

for promotion of sustainable production practices in MSMEs

Target Group/s

The project followed a multi-stakeholder approach by directly intervening with 500 MSMEs and their
employees, 500 clusters, Business Membership Organizations and Select Business Development
Service providers and Organizations (BDSOs and BDSPs) other than engaging National Resource
Organizations, Public and Private Institutions involved in MSME development. Banks and other

financial institutions were also one of the major stakeholders in the project.

Implementing Partners & Associates
Foundation for MSME Clusters (FMC): It is a not for profit organization working towards the

development of MSME clusters in India and other transition economies.

Deutsche Gesellschaft fiir Internationale Zusammenarbeit (GIZ): GIZ offers demand driven, tailor-
made and effective services for sustainable development. The services delivered by GIZ are based
on draw on a wealth on regional and technical expertise and tried and tested management know-

how.

Global Reporting Initiative (GRI): GRI works toward a sustainable global economy by providing

sustainability reporting guidance. It has pioneered and developed comprehensive sustainability



reporting framework to enable organizations measure and report their economic, environ-mental,

social and governance performance.
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Figure 39: Clusters covered under SWITCH-Asia Project

Indian Institute of Corporate Affairs (IICA): IICA established by the Ministry of Corporate Affairs,
Government of India, is a think-tank for knowledge development and dissemination and for

rendering policy advice to the Government of India on issues relating to corporate affairs.

Small Industries Development Bank of India (SIDBI): SIDBI is the principal financial institution in
India for pro-motion, financing and development of micro, small and medium-scale enterprises
(MSME).

United Nations Industrial Development Organization (UNIDO): The primary objective of UNIDO is
to promote and accelerate industrial development in developing countries and countries with

economies in transition and promote international industrial cooperation.

Major Project Outcomes



As aresult of the project, more than 490 enterprises were influenced directly, leading to a reduction
of COz up to an extent of 13,000 MT. 375 enterprises implemented OHS measures thus leading to
a direct impact on 5000 workers. 100 enterprises got access to institutional finance. More than
300 trainings, seminars and workshops were organized for various stakeholders. The integrated
approach of the project ensured that there was an enhancement of relevant knowledge and skills
at regional levels. Furthermore, institutional structures were strengthened while fostering market
driven incentives through enabling policy frameworks. As a result of all the above, the MSMEs were
able to come out of the vicious circle of profit generation at the expense of environmental and social

sustainability.

Learnings from the Project for Haryana MSMEs-SWITCH-Asia Project

Economics of change in the short term is a key driver for the owner

Solutions ought to be customized right up to the firm level and low investment options are
usually preferred.

Change in Practices is a bigger factor of change than equipment and technology
Adoption of simple operational methods presents incredible opportunities to address
energy efficiency. Periodic in-house or external reporting is absolutely essential to
stimulate and sustain change.

Once Economics is addressed, other responsibility agendas follow suit

Once economic gains are realized, occupational health and safety automatically follows
suit.

Seeing is believing and relying on key opinion makers

The rate of adoption is undoubtedly slow at first, but gathers pace over time. Exposure
visits and trust building play a key role.

Quick and low transaction cost of financing is key

Internal or informal sources of financing are often preferred. ‘Pay as you earn’ systems
are found to be more friendly to take up.

Empowering local stakeholders in key to scaling up

It is critical to empower local stakeholders (fabricators, equipment suppliers, industry

associations, production supervisors, consultants etc.) in order to scale up effectively.

8.5 Small & Medium Enterprises Programme- Bureau of Energy Efficiency
Background

Large number of MSMEs across sectors like foundries, metals, textiles, brick, ceramics, utensils,
rice and other manufacturing units etc., have large potential for energy use optimization. In

guantitative terms, there is not much authentic information and data available with respect to their



energy consumption and energy saving opportunities. Majority of SMEs are typically run by
entrepreneurs who are leanly staffed with trained technical and managerial persons to deploy and

capture energy efficiency practice to reduce manufacturing cost and increase competitive edge.

Therefore, it becomes useful to build their energy efficiency awareness by funding/subsidizing need
based studies in large number units in the SMEs and giving energy conservation recommendations
including technology up-gradation opportunities. It is envisaged that such interventions supported
by diagnostic studies and pilot projects at cluster level focusing on energy/resource efficiency,
energy conservation and technology up gradation. This would help in addressing the cluster specific

problems and enhancing energy efficiency in SMEs.

The Bureau of Energy Efficiency (BEE) which is nodal agency under Ministry of Power Government
of India initiated diagnostic studies in 25 clusters to prepare cluster specific energy efficiency
manuals covering Specific energy consumption norms, energy efficient process and technologies,
best practices, case studies, etc. These studies provided information on technology status, best
operating practices, gaps in skills and knowledge, energy conservation opportunities, energy saving
potential, etc. for each of the sub-sector in SMEs. BEE also undertook capacity building of local
service providers and entrepreneurs/ managers of SMEs. The local service providers were trained
in order to be able to provide the local services in the setting of energy efficiency projects in the

clusters.

The programme prepared detailed project reports for about 425 energy efficiency projects in the
29 SME clusters. These projects were prepared in such a way that a minimum of 5 technologies are

covered and about three sizes (scale) are considered.

Clusters and Sectors identified for project intervention:

The initial studies were undertaken in 35 energy intensive clusters to ascertain the gaps in
technology use and to study the potential of energy efficiency interventions which can be taken up
in the SMEs. The initial studies were carried out on a pan India basis and covered a large range of
energy intensive industrial sectors. The identified geographical clusters and energy intensive

sectors are tabulated as seenin Table 11:

Table 11: Geographical Clusters & Energy Intensive Sectors

S.No | Clusters Sectors
1. Firozabad Glass
2. Belgaum Foundry

3. Coimbatore Foundry




4, Rajkot Foundry

5. Alleppy Coir

6. Dewas Edible Oil

7. Mangalore Roof Tiles

8. Meerut & Bijnor Khandsari

o. Ratnagiri Fish and Mango processing)
10. Tirupur Textiles

11. Ahmedabad Dyes Chemical and Pigments
12. Jamnagar Brass

13. Morbi Ceramics

14. Pali Textile Dyeing and Printing

15. Surat Textile Processing

16. Solapur Textile Spinning

17. Warangal Rice Processing

18. Alwar/Sawai Madhopur Edible Oil

19. Bangalore Machine Components

20. Ludhiana Jalandhar And Batala Foundry

21. Bhimavaram Ice making

22. Bhuvaneshwar Brassware

23. East and West Godavari Firebrick and Refractory
24. Ganjam Rice Milling

25. Gujarat Dairy

26. Howrah Galvanizing and Wire Drawing
27. Jagadhari Brass and Aluminium

28. Jodhpur Lime

29. Jorhat Tea

30. Cochin Sea Food

31. Muzaffarnagar Paper




32. Orissa Sponge Iron

33. Vapi Chemical and Dyes
34. Varanasi Brick Making

35. Vellore Rice Milling

Objective of BEE SME Programme

The BEE SME programme aimed at improving the energy intensity of the Indian economy by

undertaking actions in selected MSME clusters. The project targeted to accelerate the adoption of

EE technologies and practices in 25 chosen MSME clusters in the SME sector through knowledge

sharing, capacity building and development of innovative financing mechanisms.

The main project activities undertaken are given below (Refer Figure 40)

Figure 40: Major Project Activities

Energy Use &
Technology
Analysis

EE Measures

Energy Use and Technology Analysis

Capacity
Building

Facilitation of
Innovative
Financing

Mechanisms

The Energy use and technology analysis was carried out to develop better information base on

status of SMEs in the 35 chosen clusters, possibilities for undertaking EE measures, potential of

impact, status technology and energy use and identification of possible EE measures that could be

undertaken by the SMEs.

The activities under the energy use and technology analysis included

1.1Situation Analysis in 35 SME clusters.



1.2Energy Use and Technology Audit

The outcomes of these activities presented an assessment of total energy usage, preparedness of
the cluster to undertake further action and a list of units where further action were recommended
along with filled in data collection formats. The cluster manuals were prepared for each of the SME
clusters to give an overview of the cluster in terms of name and numbers of units, contact details,
production capacity, technologies in use, products manufacture, potential for energy savings, EE
measures applicable, sources of these technologies/expertise and case studies on Best Practices/

Technological Innovations in the cluster.
Capacity Building

The objective of this activity was to create capacities among local services providers/technology
providers in the SME clusters that would help in the uptake of the EE measures identified in Activity

1. The activities carried out under the capacity building component included the following.
1.3Introductory Local Service Providers Workshop
1.4Information Dissemination Workshops

A series of workshops and awareness dissemination programmes were conducted under this
activity and captured stakeholder issues regarding implementation of EE measures. The activity
also enrolled all the attending experts for the BEE SME Programme. A list of 15 projects were

identified for each cluster for which bankable DPRs were to be prepared.
Implementation of Energy Efficiency Measures

This activity covered development of DPRs to facilitate implementation of EE measures in the
identified cluster, targeted identification of the match between the projects and the specific
expertise of the LSPs in order to allot the project to the LSPs which they will have to take forward

in the clusters.

The sub activities carried out under this component included the following:
1.5Preparation of Bankable Detailed Project Reports
1.6Capacity Building of Local Services Providers

As an outcome of these activities a bank of 15 DPRs for all the clusters and a match for experts and

projects in all 29 clusters was developed. A total of 425 bankable DPRs were prepared.

Facilitation of Innovative Funding Mechanism



The objective of this activity was to encourage uptake of EE measures through facilitation of
innovative financing mechanisms without creating market distortion. The detailed activities carried

out under this project component included the following:
1.7Facilitation of Financing EE
1.8Capacity Building of banks to evaluate EE projects
1.9Concluding LSPs Workshop

These activities were aimed at formulating an arrangement between the World Bank and with
SIDBI/lead banks, to mitigate risk for EE projects. Enhancement in capacity of lead bank in energy

efficiency project appraisals in the clusters where Energy Efficiency projects have been identified.

The concluding LSP workshops called representatives from the industry/associations to share with
each other the results of implementations that have been undertaken in the cluster. It also detailed
out the projects undertaken; savings made and discussed future needs of the clusters to carve out

a suggested roadmap for future BEE programme.

Summary of project outcomes:
The energy efficiency project inventions carried out in 25 out of 35 identified clusters presented

the following outcomes:
e 1250 comprehensive Energy Audits.
e Total energy consumption in selected 25 clusters is estimated to be about 5.6 MTOE.

e Energy saving potential of 0.82 MTOE in 25 SMEs clusters which is 15% of the total

energy consumption.
e Total energy saving potential is estimated to be Rs.1400 Cr in 25 SMEs clusters

e Total investment required to achieve the saving is estimated to be Rs. 3388 Cr in 25

SMEs clusters

e Simple payback period is estimated to 2.4 years only

25% subsidy (maximum up to Rs. 10 Lakh) is available from MoMSME under Technology

Up gradation Programme

Learnings for Haryana MSMEs-Energy Efficiency and Sustainability

Haryana as a state has already taken numerous initiatives to provide impetus for growth of micro

small and medium enterprises in the state. The Enterprise Promotion Policy 2015 of Haryana and




the Haryana State Public Procurement policy 2016 has already extended numerous benefits to

MSMEs in terms of improving their access to markets, access to finance and technology.

Further improving the energy use performance of MSMSE of the State will not only increase the

overall competitiveness of MSME but also it will improve the energy intensity and decrease the

GHG emission intensity of the GSDP. The state of Haryana already holds a great potential since it

hosts old industrial concentrations across the state some of which are as old as the freedom of

our country and make sense for technological interventions. Some of the initiatives Haryana may

consider taking, keeping in view the diverse industrial footprint the state has are as listed under:

1.

2.

Mapping of energy intensity of Industrial sectors across the state
Identification of energy intensive cluster/ sectors/industries

Carry out energy use and technology status studies on pilot basis for every

cluster/sector/industry

Identification of best suited technologies to replace the conventional/ existing highly

energy intensive technology in use.

Develop sector /cluster specific energy efficient technology compendium containing

cost benefit analysis for proposed technologies

Conduct dissemination workshops for generating awareness and develop
understanding of MSMEs on identified technology use through DICs, industry

associations etc.

Develop a pool of energy auditors in the state in association with Industry associations
to carry out energy use studies for MSMEs who wish to explore the scope of identified
technologies in their industrial setups, the industry associations/DIC may validate the

studies and forward the potential cases for approval

Develop innovative result based funding mechanism to partly fund energy efficient
interventions. The state government may come up with such mechanisms to support

uptake of energy efficient technology upgradation.

The beneficiary industries may be asked to submit energy returns to the Industry
Department in case availed for state assistance in implementation of these

technologies.

10.Government of Haryana may also explore ways to associate with bilateral/multilateral

organizations to formulate a sustainability framework for the State. Under this




framework, best practices in sustainability and technology transfer can be facilitated
by these organizations and a joint funding mechanism for financing these

interventions can be established.
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Leading Practices Report for Haryana MSMEs

INTRODUCTION

The Catapults are a nationwide-network of technology centres.
created by Innovate UK, designed to harness British innovation
and boost productivity.
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Early an, they worked hard to daliver 3 wids range of projects in
arder to forge links and establish their cradibiliby with staksholders.
Catapults are now seen as being brustworthy, expeart and

revtral able to comene efective partnerships with academia,
government and businessas of all sizes, from start ups to
intermational corporations.

Rather than foist new ideas on an unsuspecting market, they
wearl with industry bo bulld demand for innovation Becadse it is

undserstood that their rele s to boost entire sectors, not just support

selected companies, Catapults have had remarkable successin
getting firms o collaborate and share information

Gensrating and manipulating data to mode! problems and creats
naw products is a ectic used across the netwark and it helps
Catapults take a 'whole systems’ approach bo comples, cross-
sactonal issues, such as cutting congestion on the motorways.
brnging smart sustainable heating solutions into homses or
preparing the country for the mass-uptake of electric vehicles
Modelling real environmeants in the virtual world also helps
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Calmpuilt Metwords - Faslenng nnovetion 10 Drive Econamic Growth 2017

prowe solutions before-inal commitmeants o irmsest in building or
machinery are mads.

Catapailts are iIncreasingly collaborating with each other, drawing
an the strength of their network and pooling talents to address
sysiemic fafure and share best practice aoross seclars.
Asaresulk Cataputts are not only strategicatly aligned with the
Indisstral Strategy. published in January 2017, they are the best
dedivery mechanism for it.

The plan dantibes the nead o spread opportunity and growth
acrass the cowntry, and its ten priority themes: or pitlars, area

checklist for how the Catapulis impact the economy: from mvastng

In science, research and innovation to supporting businesses
to grow; creating the right local infrastructurs and improving
procuramsnt, Itis a practical list for improving produoctivity.

The Catapult edperience alsa informed the creation of the Industrial

Strategy Challenge Fund, announced in 2016, which will see Eabn

invasted over four years in sid principle technology areas including:

CATAPULTS ARE SEEN AS
TRUSTWORTRY, EXPERT A
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INTROOUCTION — CONTINUED

hoalthcare and medicines, manufacturing, robots for a safer worlcd
and batteries for cleaner snergy.

The Industrial Strategy and Chaillenge Fund reflect the
understanding that sustainable economic growth cannot ba
delivered by just a handful of sectors, or by 'picking winners, but
through the creation of an enduring architecturs for success. where
avery aspect, from how we produce electricity, o how we sell British
innowation around the world, s considared and oplimisad.

This matters now mare than ever becadse a new wave of
techriology is heading towards us that will sweep away existing
narms of how we work, how we make things and even how we live.
Arthcial infelligence, guantum technologies, syrthetic Blology,
digital manufacturing: these things will test the capacity of

ayery nation to react to the sort chhang.a that used to take
generations. but which will now be expenenced over the course

of just a few years.

Fortunately, Britain has planned for this future and developsd the
{ools necessary o turn ‘change’ into opportunity.

As the original industrial nation, we know that innovation is restiess;
rather than be daunted by the technological shifts ahead. the
Catapults are already embracing them and experimenting swith
their application: The skills and facilties the Catapults have
Irvesied in ame not fied beoone mode or moment but desigred

o evolbve, just as the network overall can eeorhigure accarding
thie challenges being faced
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CATAPULTS HAVE
REMARKABLE SUCCESS
GETTING FIRMS T0
LOLLABORATE AND SHARE
NFORMATION

The chapters following will detail how the Catapulls cams infa
being and how thay operate: thay will discuss a handful of projects
from lhe B00 plus completed to date; and look at ongamg
programmes designed to deliver long term economic and social
benefits, Tha closing section will show how the Catapuits ane
increasingly warking hjgathef ta address the most complex
problems faced by the coantry.

The innowation story starks, however. in space [

catAPULT
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AN INNOVATOR’S STORY

Mike Lawton is demanding. it is his drive that led him to combine
the 2.000-year-old art of origami with cutting-edge materials
technology, and pioneer a radical new way of designing and
making antennas and booms for spacecraft.

‘Demanding i

igainst you. | tike being

Impossible... ne says, smiling

KO quick to ack

ed pl:

ame

ndustrial giants a te funded agenc

thanks to this place’

Space ers and

5 builders: blue-sky

awn from around the world
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Catapull Network - Fostenng

A revotution is unde 22005 and 2015, 1.480 satellites

ay.

launched. In the corresponding p 5, it is predicted

wer

that b

LAUNCHED.

W i sl okl o THIS IS PREDICTED T0
it ir iy s termt fhos o eorecaee INCREASE X3 BY 2025.

ikl rely on informa

creative, data-smarl companies

"As a so-called ‘pre-start-up' the Catapult he

first offer of conditional imnvestment fo

won an Innevate UK competition. This not d some initial

e

funding, the our business

Calapult also gave

catAPULT
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AN INNOVATOR'S STORY — CONTINUED

micdeland halped me improve our pitch 5o we could securs our first peopie hare, all betling their careers on this working. | kept asking
venture capital funding Their support gave O5S credibility and they miyself, Canwe really deliver this? Wy would anyone buy from
introduced us to technology partness and intermational agencies mea? That's the reality of mnovation: constant stresst

that. ultimately, put our preduct into space.
Testing the idea. presenting it properly, Raving a business plan

Entreprensurs are often soin love wilh their idea they lose sight of that isnt fantasy, building credibifity - thess things are vital And
the market That might seenan odd thing 1o say but quite often veary hard to do, which swhy | am so glad we found the Cataputh
people aren't ready for new ideas, especially from up-starts they've Theny really know their sector and understand the mindsat of
never heard of entreprenaurs. It was a proper partnership and together we seta

recard for the space industry.
You can wasity go bust fightirg corsenatism and inertia. Havirg

the briliant new idea is only part of the jigsaw. | had many sleeplass Thuey ko bowe b0 make ideas fly, Inour case, guite literally” ]
mights thinking abaut this, and the responsibility | bore towards the

CATAPULTS REALLY

KNOW THEIR SECTOR AND
UNDERSTAND THE MINDSET
OF ENTREPRENEURS

catAPULT
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WHAT DO CATAPULTS D0?

Specialist Technology Centres Boosting UK Innovation And Growth

Catapults..

A key partner to deliver the UK's Industrial Strategy (alongside Innovate UK)..

-h and innovabtion
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BREAKING
DOWN
BARRIERS T0
SUCCESS

289




Leading Practices Report for Haryana MSMEs

Calmpull Network - Fostéing mnosvabion Lo Ditee Economic Crow

Address big issues. Stimulate demand by.

*  [ndustrial inertia *  [e-nsking innovation adaplion

*  Supply chain development *  Testing new ideas and technology in real-woarld scenarnios
*  Systemic failures and complex. cress-sector challenges *  Pump-primming new markets

*  Barners o innovation adoplion ®*  Building skills

*  Short-term invastment cycles *  Horzontal innovation — sharing ideas across sectors

*  Sharir

*  Slow growthin productivity and competi

* Widker
intellipence, hiotec

n of erabling Echrologies such as artificial & Bringing larges and small businesses bags

ology and robotics +  Making reguiation fit for purpose

They are.. Work in key sectors and industries of the future..

*  Lrnigue & O

Call and Gene Therapy

Cormpound Sermconductor Applicabons

* Digital

* Meutral * Ene

y Systems
*  Onen access i
e cass *  Futurme Cities

*  |nodependent i & 1 i
il *  High Yalue Manufacturing

I *  Medicines Cowery
* Led by industry professionals * Offshore Rerewable Enériy

* Dala technotogy and innovationscommercialisation experts *  Satellite Appiications

*  Transport Systems

catAPULT
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CATAPULTS DELIVER

Innovating Now To Build A Better Future For Britain

/ OPERATE \ / DELIVERED \

R HTEON

ACADEMIC

" \éﬁnﬁl}hDTI[éLSA / QJLLABURAT ONS / m
/m\ CREATED

[ SUPPORTED

| /‘ /\ \
g @
\ "SMEs / Wu\kauww

— -

catAPULT
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/ \ i TRAINED

[ WORKIN e e
I' 24 L\F:;?::J C%-iFFHEgrgEgHTHE W
T/ ENGAGED WITH }.:'_'_H,,{ SUPPORTED
{ |
- 4700 ) (=) F1IBN |
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9.2 USA: MEP Strategic Plan (2017-22)

MEP NATIONAL NETWORK
STRATEGIC PLAN 217202

- .
<y
| )

N

| S-.
L 4 :-.

MEP
National
Network
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MEP NATIONAL NETWORK STRATEGIC PLAN

MISSION:
Strengthen and empower U.S. manufacturers.

VISION:
We are the go-to rescarce for America’s manufacturers ensuring US. manufacturing is resilient
and leads the worid in manufacturing innovation.

DRIVING FORCE:
We are driven to attain and uphold US. manufacturing preeminence which is essential to ous
nation’s iong-term economic strength and to protect cur national secunty interasts.

ROLE:

The MEP National Network™ focuses its expertise and knowledge as well as that of its partners
(industry, educational institutions, state governments, NIST and other federal research labora-
tories and agencies) on providing US. manufacturers with information and tocis they need to
improve productivity, assure consistent quality, accelerate the transfer of manufacturing tech-
nology and infuse innovation into production precesses and new preducts,

PROGRAMMATIC STRENGTHS

Knowledqeable and experienced Nationwide coverage with
B = trusted technical experts in ‘ locations within 2-3 hours of every

man;_‘»‘_'a.:'.x_rmg ar,d bUSiﬂES& manufacturer i America.

m Mission-driven public/private n Evidence-based success in helping
partnership madel that includes manufacturers cut costs, increase

Federal/State collaboration sakes and create and retain jobs.

Market savvy experts who respond ° Praven high customer satisfaction
' I to bocal needs and who are uniquely @j well above industry benchmark - 79.8
' ' connected to national expertise and Net Promater Score in FY 16
resources,

m Federal investment that requires
\sj cast share match to ensure

motivated partnerships
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STRATEGIC GOALS

REPRESENTS WHAT WE MUST ACHIEVETO STRENGTHEN AND

EMPOWER U.5. MANUFACTURERS.

& EMPOWER MANUFACTURERS

&/ CHAMPION MANUFACTURING

Assist LS. manufacturers in embracing
productivity-enthancing innovative
manufacturing technologies, navigate
advanced technology solutions and recruit
and retain a skilled and diverse workforce:

&' LEVERAGE PARTNERSHIPS

Actively promote the importance of a
strong manufacturing base askey toa
robust LS. economy and protection of

our national security interests; create
awareness of innovations in manufacturing;
create enabling workforce developrment
partnerships to build a stronger and diverse
workforce pipeline; and maximize market
awareness of the MEP Mational Network.

+ TRANSFORM THE NETWORK

| everage national, regional, state and

local partrierships to gain substantial
increase in market penetration; identify
mission-complermentary advocates to
help the MEP National Network become a
recognized manufacturing rescurce brand;
build an expanded service delivery model
to suppost manufacturing technology
advances.

295

Maximize MEFP Mational Network
knowledge and experience by operating

as an integrated Mational Network; increase
efficiency and effectiveness by employing
a Leamning Organization platform; and
create a resilient and adaptive MEP
Mational Metwork to support a resifient and
adaptive U5 manufacturing base.
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EMPOWER MANUFACTURERS

Assist U.S. manufacturers in embracing productivity-enhancing innovative

manufacturing technologies, navigate advanced technology solutions and
recruit and retain a skilled and diverse workforce.

STRATEGIC OBJECTIVES:

- |dentify, inform and deploy services relating to current and emerging manufacturing

technologies relative to productivity growth.

- Act 3s a trusted advisor to small and medium-sized manufacturars to help them
navigate emerging, and be awate of, future technology trends
P r T fium-sizad are tn ctieracetal

- Introduce and connect small and medium-sized manufacturers to successful

strategies that heips attract and retain ;kl.nr:d employees, and cre

pipeline of future employees

ciusive
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CHAMPION MANUFACTURING

Actively promote the importance of a strong manufacturing base as key to
a robust U.S. economy and protection of national security interests; create
awareness of innovations in manufacturing; create enabling workforce
development partnerships to build a stronger and diverse workforce
pipeline; and maximize market awareness of the MEP National Network.

STRATEGIC OBJECTIVES:
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LEVERAGE PARTNERSHIPS

Leverage national, regional, state and local partnerships to gain substantial
increase in market penetration; identify mission-complementary advocates to
help the MEP National Network become a recognized manufacturing resource

brand; build an expanded service delivery model to support manufacturing
technology advances.

STRATEGIC OBJECTIVES:

. Leverage the major partnership with the Defense Department to attract other public (fed

I'Il

ral agencies) partnerships that bring vertical program synergies to increase market pen-
etration, buiid on MEP National Network suppfy chain projects and entice state and othe

Dartner oreog J"“ nvesimens f :rld r\.g

o I\'_.rt-.'ah“‘ 3N ‘”'.'J“.u_ Onan annu JI L.,k;:: :‘fv:‘.'u_ a‘_ad'fu state t -Stat ", E" IJJ 1\Cnai .'\
WOrKk metnc Pac “-‘I_‘P On SConomic l’r'},,..“ S, Ce¥ "‘—\q J’-F[‘ S5e 'Jd anac Fuﬂ' o \J_:‘::

gained to encourage in-state advocacy of the MEP Center.

- Build on key technology and growth partnerships with the Manufacturing USA Institutes,
NIST, other Federal Laboratories and Universities to develop a unigue collaberative tech-
nology information transfer and service delivery model:  grow red ationships with state and

city economic development principals, local Chambers, Tech Shops, Incubators, Export

Assistance Centers

o NIST
a == : Manufactuneg-
i ——d o M USs Paraed witn o
"- > G . E UL Drtonsd o) Cmmpye
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TRANSFORM THE NETWORK

Maximize MEP National Network knowledge and experience to operate
as an Integrated National Network; increase efficiency and effectiveness
by employing a Learning Organization platform; and create a resilient and

adaptive MEP National Network to support a resilient and adaptive US.
manufacturing base.

STRATEGIC OBJECTIVES:

- ~rincinles intm tha MER
ading principles into the MEF

ogram from a Program Office

Deplov the Future is Now Framework. adooting the «
SO0V ThE ruTure 5 INOW Tamewory, aaopiung the g

mea=d KNl Ll f, B ” — .- - - -~ AACL
National Network which will he p tomigrate the ME

iy

ctnrrrb antere i a MatiAanal Matiarsrly sacths srmde s ) SRy o ¥ - s
and System of Centers tc 3 National Network with value-added FTogram Linca

c - ) | PR T pe—— p ot = Fd sl arv R P — } s é .
SUPPOoI, arowing a broader range of complementary services and information

taitored to evolving manufacturing business cAVNers Neeads
« Create and empower a Leaming OUrganization function that will support increased

NIST MEP and Center efficiency and effectiveness and help refine Center

performance metr nation to inform performance-based diagnesis
and feedback tc ons to Center seif-assessment ana Lenter-
EEEY amsemamann B s - ol desarscniBman sz Bae o oo sl Balite -
Vict F'-q'_]'-f:' Office operational excellence by establishing
- ) -

Fsx Management prot rateqses . 1or Interna and

external threats.
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MEP NATIONAL NETWORK MEASURES OF SUCCESS

18-MONTH MEASURES OF SUCCESS:

- Piloted integrated MEF Mational Network approach to delivery system engaging 3006 of
Centers in multi-center defivery projects

« Increased small/rural engagements through 3rd party partnerships by 108 and increased
longer-term impactful peogects with these smalker firms by 5%.

- Attained Operational Excelience in 25% of Centers' operations and in 500 of NIST MER
administrative sUpport

« Increased awarensss of the MEP Mational Metwork brand by 10% over base brand
recagnition measurement a year after the Network launches the brand.

FIVE-YEAR VIVID DESCRIPTION:

As the go-to resource for LS. manufacturers....

« Recognized by small and medium-sized manufacturers as 4 valuable and essential resounce
for delivering advanced technology sofutions and cited by key manufacturing stakeholders
fiocal, state, federal) as integral to growing LS. manufactuning ecosystems

« We have increased our market penetration as an integrated national netwark by 208,

= We deltver integrated digitahization and cybersecurity assistance 1o dispersed supply chains
and we have embraced Industry 4.0 in our own ooemational excellence,

SIGNIFICANT LONG-TERM GOAL:

The MEF Mational Metwork is known and recognized by LS. manufacturers and stakehaolgers as
an indispensable resource whose trusted experts help them grow and ermbrace manufacturning
technokogy advances. & coubling of federal and state funding in the Network along with a
strategic expansion of the current members of the MEF MNaticnal Metwork:

= Known and recognized by LIS manufacturers as the go-to resource for manufactzining.

- We've tripled the number of manufacturers served annually.

« Weve increzsed the MEF Mational Metwork impact numbers four-fold.
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MEP NATIONAL NETWORK SHORT/MID-TERM PRIORITIES

CREATION OF INTEGRATED NATIONAL NETWORK SERVICE
DELIVERY SYSTEM

- Future is Now - ccmmunicate pilot to National NetworkSmpiement/assessfrefing
- Delivery system infrastructure - develop SOP/training/metrics
» National Network coordination and communication plan - assess status within

National Network/refine/update

UPDATE OF NATIONAL-LEVEL PARTNERSHIPS AND
PERFORMANCE EVALUATION SUPPORT SERVICES

2.

- State refations program development - assess current state relations strategies/

research other strategies/create new plan/pilot

« Program evaluation and performance - develop and implement pilot analyze/assess/
refine/engage learning organization system

- Center financial sk management development - complete pilot/assess/refine

- MEP National Network brand and trademark - implement launch/assess/refine

« MFG Day - raview strategic engagements/expand leverage of partrerships

- MEP National Network leaming organization - assess National Network/industry
needs
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DEFINED AREAS OF FOCUS FOR MANUFACTURING
INNOVATION

3.

- Cybersecurity - National Netwerk implementation and current assessment/future
trepds
- Digital manufacturing - National Network implementation and current

"
assessment in industry and National Network/future trends

Additive manufacturing - current assessment in industry and National Network/
future trends
Automation and robotics - current assessment in industry and Mational

Network/future frends

loT - future trends for small and medium-sized manufacturers in advanced
manufacturing

- National and regional service portfolio coordination

- National Network workforce development pian
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11

4 CREATION INFRASTRUCTURE FOR NATIONAL NETWORK
g LEARNING ORGANIZATION

« FORME system ieaming services and Best Practice Conference - plan and
implementation

» Establish Learning Organization infrastructure - assessment of future needs/
develop National Network plan

« 2nd biennial summit - roll out of new services and systems

INITIAL DEVELOPMENT OF SUPPLY CHAIN, TECHNOLOGY
ASSESSMENT AND INFORMATION AS A SERVICE

« Partnership support of Defense Industrial Base assessment and supply chain
development- assessment/create plan/imptement services/consideration of future
trends

« OEM/SMM engagement in industry 4.0 supplier development- status assessment
of the MNational Network/consideration of future needs

« FSMA - assessment of industry and National Network needs and current resourcess
consideratian of future trends

« Informational and performance support research services

« Manufacturing research to practice services
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The MEP National Network™ is a unique public-private partnership that delivers
comprehensive, proven solutions to US. manufacturers, fueling growth and
advancing U.S. manufacturing. Focused on helping small and medium-sized
manufacturers generate business resuits and thrive in today's technology-driven
economy, the MEP National Network comprises the National Institute of Standards
and Technelogy’s Manufacturing Extension Partnership (NIST MEP), 51 MEP Centers
located in all 50 states and Puerto Ricg, and its 1,300 trusted advisors and experts
at over 400 MEF service locations, providing any U.S. manufacturer with access to
resources they need to succeed. In 2017, the MEP National Network connected with
26,313 manufacturers, leading to $12.6 billion in sales, §1.7 billion in cost savings,
$3.5 billion in new client investments, and helping to create and retain more than
100,000 US. manufacturing jobs.

CONTACT US

@ 100 Bureau Drive, Gaithersburg, MD 20899

( 1-800-mEP-4MFG N'sr

[~ mfg@nistgov o= Nﬂﬁ::::lm
“5'3:2 www.nist.gov/mep U.5. Department of Commerce
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9.3 Overview of Industry/ other Associations

a. Tirupur Exporter Association (TEA), Tirupur, Tamil Nadu

About TEA- History and Background

The Tirupur Exporter Association popularly known as TEA was set up in the year 1990 in
Tirupur under the leadership of Dr. A Sakhtivel. At the time of its inception in 1990, the
Tirupur exports were worth Rs. 290 cr. with a vision to achieve a turnover of Rs. 1000 cr.
by 1995. This target was achieved in 1993 itself. Asin 2016-17, Tirupur exports are worth
Rs. 17,081 cr. The cluster presently exports to leading markets such as Bangladesh,
Vietham, Cambodia.

As in 2017, TEA has a total membership base of 1013 members with close to 90% of units
falling in the category of micro and small units matured as medium and large units. Out of
1013 members, 140 members have limited companies, 2 have public limited companies and
the remaining 871 units are partnership based. TEA is currently being headed by Mr. Raja
Shanmugam as the President. The cluster overall has 8350 units across the garment making
value chain.

In creating social capital, TEA collaborates with close to 30 industry related institutions and
associations spanning across the textile value chain in the Tirupur Knitwear Cluster area.
Some of the leading associations are Dyers Association of Tirupur, Tirupur Bleachers
Association, Tirupur Dyes & Chemicals Merchants Association.

With minimal dependence on external funding sources (except for large infrastructure
creation projects), the association is largely being run by local entrepreneurs and is self-
financed with majority of its finances coming from membership fees (Rs. 10,000 annual
membership fee and Rs. 50,000 as one time entry fee). One of the unique features of the
association is the democratic functioning of the association. With focus on collective
leadership, every 3 years President and office bearers are re-elected with no president
getting a second term. This ensures efficiency and transparency in governance with no
hegemony that can otherwise prove detrimental for association’s functioning.

With minimal support from the Government uptil 2000, TEA anchored the creation of urban
(network) and hard (industrial) infrastructure in Tirupur, trade promotion, market outreach,
promotional activities and social development of Tirupur’ s textile workers. More recently,
in collaboration with central, state government agencies, donor agencies such as USAID as
well as private players, TEA has successfully changed the cluster landscape of Tirupur.

Major Initiatives and Interventions:

At the time of TEA's inception, in 1990, knitwear industry in Tirupur faced a lot of problems
such as water scarcity, bad infrastructure facilities, banking norms, lack of labour training,
lab testing facilities, technical knowhow and garment finishing facilities with limited
resources. TEA strived to work on all these issues. For creating critical infrastructure, TEA
tapped the local networks of the Gounder community for funding the infrastructure. The
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primary source of investment came from internal retain earning so as to keep the leverage
ratio as low as possible to meet the unforeseen risk of export market fluctuations in terms
of exchange rate and demand

fall. In this way, TEA was able to ggw‘

uDgrade and modernize v Tirupur Exporters' Knitwear

Access to Skilled Manpower v

infrastructure facilities which Industrial Complex
Netaji Apparel Park NIFT - TEA Knitwear Fashion
tc?day, has been the backbone of Apparel Export Promotion Institute
Tirupur cluster growth. Council TEA Public School
The  major  infrastructure LRI L Lelly el

Subcontracting Exchange

interventions spearheaded by
TEA in the Tirupur cluster have
been given in the adjacent v TEA E-Readiness Center
diagram.

— Access to Technology
el

. v Effluent Treatment Plants with
TEA was in forefront for Zero Liquid Discharge Technolog

upgradation of municipality into

Inland Container Depot

TEAKTEX
TEA-St. John Logistics Pvt. Ltd

corporation, laying of roads, and
formation of new district with Tirupur as headquarters

Yy

Access to Infrastructure I I I

New Tirupur Area Development
Corporation Limited (NTADCL)

Figure 41 Functions of Tirupur Exporter Association (TEA)

Major Achievements:
Through effective collaborations and network support, TEA has created sizeable social
capital and provided an extensive business development ecosystem to the cluster units
towards export orientation. This has laid basis for making the Knitwear cluster globally
competitive. Some of the major outcomes have been:
» Asin2016-17, exports stood at Rs. 17,081 cr. up from Rs. 290 cr in 1990.
» Sizeable share of 45% contributed by Tirupur cluster in India’s knitwear exports
valued at 45.10 US S billion as in 2016-17.
» Asin 2017, the total number of garment making units stood at 8350, up from 4150
in 1995.
» Progression of the cluster as “Green Tirupur" with establishment of zero liquid
discharge by processing units, first of its kind in the world.
»  Tirupur Knitwear Cluster eligible to be declared as “Carbon Free Cluster” with an
installed green energy of 1200 MW.

Growth Vision of TEA:
Under the common brand of Vibrant Tirupur, TEA has conceptualized Tirupur Vision 2020
to elevate the status of Tirupur as the Knitwear Capital of India with the ultimate objective
of reaching Rs. 1000 cr worth of exports from the cluster, creation of a multi-skilled talent
pool and introducing innovative competitiveness enhancing manufacturing practices.
Towards this, efforts are on to establish state of the art design studio, Knitwear Research
Center, Incubation Center with common infrastructure for technical textiles, a dedicated
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textile park, plug and play factory infrastructure, lean manufacturing norms and good
management systems.

b. Coimbatore Industrial Infrastructure Association (COINDIA),
Coimbatore, Tamil Nadu

About COINDIA- History and Background

The origin of COINDIA dates back to 1970's when large donations were made by the
industrialists of Coimbatore region for purchasing land in the name of SIEMA. This was to
cater to the engineering based MSMEs of Coimbatore. The donations were used to purchase
land as a fixed asset in association’s name. Using the land, subsequent offices of SEIMA
were built (2 in no.) which served exclusive premises for the association.

In 2004, with support from the Government of Tamil Nadu support along with Rs. 2.5 cr
contributed by industrialists on an already procured land parcel, COINDIA was created as a
non-profit society under the TN Societies Registration Act 1975 promoted by SEIMA along
with the two small Foundry Associations, Institute of Indian Foundrymen, Small Industries
Testing & Research Center (SiTARC) and SIRUTHULI an NGO engaged in environment care
in the Coimbatore Region.

Created as an SPV under the Industrial Infrastructure Upgradation Scheme (lIUS) 2003,
COINDIA’'s creation was largely attributed to the large contribution from pump motor,
foundry engineering industry which was close to Rs. 15.36 cr out of the total Rs. 55 crores
as project cost). This was an example unparalleled in India wherein large monetary support
was extended by industrialists for creating long term social capital and infrastructure
advancements for an industry in particular and the region at large.

Asin 2017, COINDIA has a total membership base of 230 pump and foundry manufacturers
from Coimbatore. COINDIA is currently being headed by Mr. Mahendra Ramadas as the
President. In addition to having a dedicated association office in the heart of city, another
outstanding feature of COINDIA is its highly democratic functioning. The management
committee of COINDIA is the ultimate approving body with functional sub-committees to
execute project implementation under the supervision of President and Vice Presidents
(office bearers). The association offers a level playing field to each of the member to be
elected as the President and the nominated Vice Presidents shadow the President in every
meeting in order to gain exposure and gradually get groomed for Presidentship. The
association members also make a point to spend sizeable time in the association’s office on
a weekly basis.

Another leading and truly exceptional practice of this association has been its large focus
towards introducing a culture of professional organization into the association with best
managerial practices. COINDIA hired team of consultants from a globally renowned
management consulting firm to streamline its business processes so as to take foundries to
the next level and promote adoption of energy efficient practices at the firm level.

Major Initiatives and Interventions:
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Some of the major outcomes of interventions by COINDIA have been:

>

Mobilization of Rs. 60 cr as investments benefitting more than 1200 entities of the
region.

Creation of first of its kind Common Modern Tool Room in Tamil Nadu with a
dedicated Rapid Product Development Center and a rapid prototyping machine,
again first of its kind in the region.

An Industrial School creating to the exclusive needs of socially backward/ BPL
individuals.

Facilitation of relocation of foundry units (as a government mediator on the behalf
of COSMAFAN) outside the city limits in about 180 acres of foundry parks (3
locations) with creation of common facilities.

Foundry process improvement training/ skill set improvements through
implementation support to Tamil Nadu Government's Skill Development Program
with special foc us on women skill development.

Modernization of Small Industries Testing and Research Center (SiTARC) (NABL
accredited and approved testing of scales and weights by legal meteorology, Gol) for
pump motor and foundry industrial applications.

Major Achievements:

Quantifiable achievements?é;

| 4

| 2

1548 persons trained on skill upgradation.

542 persons trained on engineering software (process and performance
improvement).

4666 units assisted on testing and calibration.

1166 units assisted in product die & mould, machining, component manufacturing.
13048 tons tonnage handled in the Raw material bank.

Growth Vision of COINDIA:

COINDIA has set a vision for itself to strengthen the trade competitiveness of the pumps
and motor industry and within 10 years emerge as a competition to China in this space.
Towards this, the association plans to import the best hi-tech pumps from across the
globe for global benchmarking. The association also plans to scale up energy efficiency
adoption by the units.

C.

The Southern India Engineering Manufacturers' Association (SIEMA),
Coimbatore

About SIEMA- History and Background

By early 1930's, pump manufacturing industry in Coimbatore gained traction with the
first motor of India being produced in Coimbatore in 1937 with subsequent production
of monoblocks, domestic pumps. Later the pump and motor units in Coimbatore started

46 COINDIA Success Story Report (as in 2010)
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diversifying into manufacturing of Industrial Pumps to meet the growing demand in
many parts of our Country. To its credit, nearly 45% of the India's requirement of
pumpsets is being met by Coimbatore units with a burgeoning export base in the past
25 years.

With growing industrial significance of pump and motor manufacturing in the region,
need for an institutional platform/association was felt which led to the formation of the
Southern India Engineering Manufacturers' Association (SIEMA) was founded up in the
year 1952. The sole aim of SIEMA was to represent and protect the interests of Micro,
Small, Medium and Large Scale Engineering Industries of Coimbatore region.

Since its inception, SIEMA focussed on bringing together the big industrialists of the
region who could contribute money for purchasing fixed assets mainly land. With high
value land parcels already brought and registered in its name, SIEMA was able to take
lead in tapping government funding under major Gol schemes such as the Industrial
Infrastructure Upgradation Scheme (IIUS) which led to the formation of COINDIA
(promoted by SIEMA) in 2004.

In 1970’s, SIEMA purchased huge land parcels from donations made by the promoter
industrialists of Coimbatore region and this land was used to build offices of SEIMA (2
in no.) which served exclusive premises for the association. With timely procurement of
land under its name using the substantial margin money by its member, SIEMA took
lead in the creation of common tangible assets and infrastructure in and around
Coimbatore region.

As in 2017, COINDIA has a total membership base of 400 industrialists from
Coimbatore and is currently being headed by Mr. KK Rajan as the President. The
association is not receiving any direct funding from the government and is largely self-
financed, being run by local entrepreneurs with majority of its finances coming from
membership fees (Rs. 1050-4500 as the annual membership fee). In addition to having
a dedicated association offices in the heart of city, the leadership and administrative
functioning of SIEMA is highly democratic in nature and progressive in its operations.
As in case of COINIDIA, the management committee of SIEMA is the ultimate approving
body with in-house functional technical committees consisting of industrialist members
and external subject experts. These are in the area of energy efficiency, marketing,
taxation, law & regulation etc. The leadership and office bearers are rotated every 2
years, with each of the members getting an equal opportunity to be elected as the
President. In addition to this, 2 Vice Presidents shadow the President in every meeting
in order to gain exposure and gradually get groomed for Presidentship.

The association members are mandated to meet twice-thrice a week in the association’s
office which ensures community and effectiveness of joint dialogue and collaborations.

Growth Vision of SIEMA:

SIEMA has set a vision to elevate the scale and scope of pump and motor manufacturing
in the Coimbatore region through adoption of state of the art pump technology. For
this, in addition to a research expenditure corpus of approx. Rs. 9 cr, SIEMA is
strengthening its in-house R&D capability (joint collaboration between SiTARC and
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SIEMA) and roping in technical expertise for introducing “Smart Pumps”, a one-of its
kind pump technology in the world.

Going forward, SIEMA plans to become pioneers in introducing latest technologies in
solar pump manufacturing.

d. | am SME of India, Faridabad, Haryana
About | am SME of India- Background

Integrated Association of Micro Small & Medium Enterprises of India, popularly known
as lamSMEofiIndia is located in Faridabad, Haryana. It has been incorporated under the
Section 25 of the Indian Companies Act, 1956 as a Not-For-Profit Company, in 2009.
The Company has its operations, pan-India. With its parent chapter in Faridabad,
Haryana, the company is having state specific chapters in Manesar and Gurgaon
(Haryana), Ludhiana (Panjab), Indore (Madhya Pradesh), Ahmedabad (Gujarat) and
Hosur (Karnataka). The company is fast expanding its international operations with I am
SME of Bangladesh and | am SME of Zimbabwe 47 in the pipeline. As one of the fastest
emerging industry associations in India, | am SME of India is India’s first and only “Gold"
category rated national level association accredited by NABET (Quality Council of India-
2015).

The key premise of | am SMEs of India’s strategy is to facilitate economies of scale in
terms of deployment of available resources for effective implementation. The company
has dedicated cells for specific activities such as energy efficiency cell, start-up cell,
women entrepreneur cell, each headed by a sector expert with entrepreneurs as
members.

With minimal government support, the company is being run by entrepreneurs and is
completely self-financed with majority of its finances coming from membership fees
(Rs. 10,000 annual membership fee). As on date, the company has 3000 members
(direct) and close to 20,000 indirect members both individual entrepreneurs and
associations. The total financial corpus of the company as on date stands at Rs. 3
Crores. The company also has an assured money/fee refund policy in place in case the
services provided by the company are not satisfactory.

Major Initiatives and Interventions:
Some of the major outcomes of | am SME of India’s unique initiatives have been:

»  Dedicated Credit Facilitation Centre providing an open line-of-credit for fixed assets
including plant & machinery, generators, computers, office equipment, HSIIDC Ind.
plots & sheds, capital equipment and other approved list of assets.

47 Meeting Inputs
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» In collaboration with SIDBI, the cell has introduced special Collateral-free
Equipment Finance scheme for the Members sanctioning pre-approved limits in the
range of Rs. 10 lacs to 75 lacs. So far, close to 100 units have been assisted with
collateral free finance with zero NPAs been registered.

»  Collateral-free special finance scheme for the members for solar rooftops,
aggregating raw material demand from MSEs towards lower raw material costs
(average 30%). As on date, close to 100 individual MSEs have made solar
installations with an average offtake of 2.8 lakh per unit.

> Creation of Special Payment Recovery Cell for MSMEs with a recovery of pending
claims worth Rs. 200 crore.

> Interventions in 20 lean manufacturing clusters across India covering an
approximate total of 200 manufacturing enterprises. More recently, the company
is also playing an active role in SPV formation and hard infrastructure creation in
the garments cluster in Faridabad under the Haryana Mini Clusters Scheme.

> Accelerator support and SME handholding to micro and small business to leapfrog
into mature businesses within a time span of 2 years through the GEMS to
ORNAMENTS program. Under the program, 25 entrepreneurs are handheld
annually. Over the last six years, close to 150 GEMS units have been transformed
into ORNAMENTS.

»  Weekly training programs in specialized areas such as cyber security, taxation,
accounting, energy efficiency, shop floor operations. In 2016-17 alone, 98 such
training programs were help in Faridabad alone.

> Add-on services being provided are:

»  70% and 95% reduction in the cost of motor and fire insurance respectively for
company member.

»  Discounted diesel upto 75 paise per liter through tie up with Bharat Petroleum
Limited.

»  Subsided travel fairs for members through tie ups with a sister company-
weflybest.com.

»  "You are Safe" safety services at residences and shop floors of members which
has resulted in avoidance of 152 mishaps.

Growth Vision of | am SME of India:

| am SME of India has set a vision to upscale its operations and expand its operation both
in scale (coverage in terms of number of enterprises) and scope (depth in nature of
services). The organization also wants to deepen its activities through vendor
development and trade facilitation in niche sectors like gems & jewelry as well as widen
its operations in new territories by increasing its membership base across new territories
both in India and globally. The proposed creation of lamSMEofBangladesh and
lamSMEofZimbabwe*® is a step in the direction of expanding the outreach of the
association.

48 Meeting Inputs
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Industrial Policy Instruments Matrix: Colombia

Industrial Energy Efficiency Industrial Policy Instruments/Mechanisms

Policy Domain™arket Failure Being Addressed

Product

Directed at Producer/ Manufacturer Directed at Consumer
Market-based Public Inputs/Direct Provision
InterventionsDecentralized Provision
> Energy efficiency labels & scal of | = Creating conditions for public-pavate pantnersups and | < Promoting information policies -

excellence for ndustnial apphances and
cquipment and encrgy-related products

< Elaborating and proposing industry-
wide schemes of voluntary agreements for
energy-intensive industrics

= Promoting private initiative and the
development of energy serviee companics
(ESCO)

competitive tenders favournble to energy cfficiency
- Establishment of an appropriate legislative framework:

o Introducing minimum energy performance standards for
installations, buildings, machinery and equipment by
cstablishing protocols and  system optmization,
labelling systems, control and decommissioning

e Establishing mtensity indicators — goals for IEE for
public-private partnerships

e Mandatory cnergy management systems and energy
audits

= Development of encrgy strategics and policies such as
Sectoral Mitigation Action Plans (SMAPs), c.o:

* Institutional strengthening through the creation of an
agreement of framework for energy efficiency to
support EE projects and initiatives.

e  Issuing EE technical regulations

e Creating an EE fund to support projects m small and
medium enterprises

=< Development of Naticaally Appropriste  Mitigation
Actions (NAMAs) for EE in industry, e.2.:

e lmplement and operate pilot projects m the industrial
scctor, inclading best operative cacsgy practices
(BOPs), process and technology  reconversion,
mnovation and adeptation projects

e Kpowledge management for the replication of the
wechnology transfer pilot projects” impact in the
industrial sector

*  Momtoring, leaming, adaptive feedback and evaluation

> Establishment of a National Energy Efficiency Agency to
develop new procedures for the impkementation, review and
assessment of energy efficiency projects

awareness-raising on EE measures
m industry and EE consumer goods.

< Involvement of civil socicty in
decision-making processes and in
the implementation of encrgy

cfficiency improvement measurcs
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Market-based
Interventions/Decentralized Provision

Public Inputs/Direct Provision

Directed at Consumer

Belng Addressed

Policy Demain'/Market Failure

Capital

-> Financial support for [EE measurces and
cacrgy audits

> Financial support for maserial & non-
material investments for the modemization
and modification of the industrial sector

bascd on  the enmorgy  audit
recommendations in the form of:
o Energy Efficiency Investment

Lending

o systems of guarantees for SMEs

e  Tax cxemptions or deductions

e Reduced import dutics for the
import of rencwable encrgy and
encrgy  cfficiency  equipment
matcrials

o Concessional rates — promotion
of existing credit lines and
creation of new lines

s Froc energy audits for SMEs
e Sustainabk partial guarantee
fund

<> Use of performance cantracts to create
conditions for the development of the
encrgy services market in the form of
Energy Service Companies (ESCOs)

= Project funding and foans, other means of financial support
from the GEF, Inter-American Development Hank., UN
agencics and other international] bodics

- Encrgy cfficiency projects are cligible for govemment
financial support through a special grant covering 5 per cent
to 20 per cenl of project costs

= Setting of fines 10 be applied iIn case of noo-complmnce
with the mandatory clements of laws. Fands generated by
means of these fines are transferred to EE projects,

-» Technical assistance to local financial istitutions
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Market-based
InterventionsDecentralized Provision

Directed at Consumer

Policy Domain™arket Failure Belng Addressed

Labour

-» Established to raise awarencss, train
and disseminate  epergy  management
systems (EnMS), focused on developing
technical capacitics.

<> Creating the role of encrgy managers in
industries o monitor energy consumption

<> Trmming of deciston-makers at all levels
10  identify and implement  energy
efficiency measurcs

= Promotion of ISO 50001 standards
through the organization of tramings for
employees of industrial engerpeises

Public Inputs/Direct Provision
-> Cooperation of industnal en with the National
Energy Efficiency Agency on knowledge transfer in IEE with

specific focus on capacity-building for SMEs

<> National ¢ertification of energy managers and auditors on
CICTEY management systems

=> Traning project for the staff of industrial enterprises and
funding agencics o promote encrgy cfficient commercial
services and technical assistance to suppon the completion off
energy efficiency investment projects

=>Promoting the development of education for employees of
industrial en and consultancy services in the encrgy
industry for the efficient mplcmcnmmn of national cnergy

cfficiency goals

—2Embed educational programmes

on energy  efficency  and
conscrvation  in the  national
cducation system

<> Disscrmnation and  awarencss
rising on energy efficiency and
conscrvation for the public
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Industrial Policy Instruments Matrix: Tunisia

Industrial Energy Efficiency Industrial Policy Instruments/Mechanisms

Directed at Producer/ Manufacturer

Market-hased Interventions/
Decentralized Provision

Public Inputs/Direct Provision

Directed at Consumer

Policy Domain/ Market Failure Being Addressed

Product

Programme for the Rauonal and
Efficient Use of Energy

< Energy efficiency labels on
equipment

<2 Creation of scal of excellence in
energy in accordance with Colombia's
encrgy cfficiency regulations

= Creation of database of measures in
encigy  cfficiency mplemented by
cnterprises  for improved infoemation
sharing

=> [ntermational knowledge exchange
and national knowledge networks.
Knowledge sharing via business
conferences and market studics

Low Carbon Developmen: Strategy (CLCDS)
<> Devclopment of Sectoral Mitigation Action Plans (SMAPs) - SMAP
Industry for the Ministry of Commerce, Industry anl Tourism
“Development of Nationally Appropriate Mitigation Actions (NAMAs) for
EE in industry
e Example of NAMA: the goals of the NAMA Technology Trunsfer in
the Industnial Sector of the Cundinamarca-Bogota Regson:

o Implement and operate pilot projects in the mdustry, ncluding best
operative energy practices (BOPs), process and technology
reconversion. innovation and adaptation projects

o Krowledge management for the replication of the technology
transfer pikot projects” impact in the industry
Monitoring, Jeammy, adaptive feedback and evaluation

-)El:ctncn) SMAP - EE component:

* Institurional strengthening through the creation of an agreement or
framework for energy effickency to support EE projects and inmtsatives
m Colombia

o Issuc EE technical regulations

e Creation of an EE fund to support projects involving small and
medium-sized enterprises

e Development of national EE programme for air conditioning

PROURE. CLCDS

=> Sctting levels of efficiency and systems performance by establishing
protocols  and  system  optimizabon,  labelling  systems, control  and
decommissioning

=> lutensity indicators — goals for IEE for public-pavate partnerships

Natiowad  Development  Flan

(PNO) 2074-2008

= Promotion of  information
polickes — awarencss-raising on EE

goods.
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Market-based luterventions/
Decentralized Provision

Public Inputs/Direct Provision

Directed at Consumer

Policy Domain/Market Failure Being Addressed

Capital

NPD, CLODS, PROURE

=> Finuncmng at concessional rates -
promotson of existing credit hines and
creation of new lines for expansion and
purchases of new equipmet

<> Specific funding schemes for SMEs
- systems of guaraniees

Tux exempilons  for the tmpoyt of
renewable cnergy and encrgy efficiency
cquipment materials

= Extension of the 1995 tax exemption
law and an amendment to the list of
raw matenals and products that ac
subject to reduced impoet dutics and
exempt from VAT

= Tax deductions for the purchase of
cfficient cquipment based on the cacrgy
audit recommendations

Law Ne. 223 of 1995

=> Established a mechanism to provide
fiscal incentives, including climnation
of VAT and income tax reductions for
equipment and tools for environmental
monitoring and control.

Profect funding awd laans, other means of financial suppert from GEF, Inter-
American Development Bank, UN agencies and other imternational bodfes

SMAPs and NAMAs
= Acceleruted amortization for efficient equipment

> Free enargy sudits for SMEs - identfication of cnergy savings
opportunities and lists of measures
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Market-based Interventions/ Public Inputs/Direct Provision Directed at Consumer
Decentralized Provision
Natiowal pragramme “Comprehensive Energy Management System ' (CEMS?
2000-20)3
= | . - Established to raisc awarencss. train and disseminate Encrgy Management
é § Systems (EaMS), focused on developing technical capacitics.
1
i =
. PROURE National Development Plan (PND) 2014-2018
< =2 Implementation of SO 50001 | <The encegy savings estimated by the draft version of the ND Plan would be
& Standard achicved as 3 result of the implementation of measures focused on the
g > Implementation of cacsgy savings | following technologics:
- goals within the framework of EnMS o cfficency improvements of gas and sohd fucl-fired boilers
= and monitoring schemes e replacement of stcam-based heating technologies by direct heat
E application
o mundatory uwse of clecinic motors compliant with minimum
% cificiency standards.
g ? FND, CLCDS, FROURE
5 F < Mandatory use of latest techmologies and equipment
| &
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Industrial Energy Efficlency Industrial Policy Instruments/mechanisms

Directed at ProducerManufacturer

Directed at Consumers

Market-based Interventions/Decentralized
Provision

Public Inputs/Direct Provision

Policy Domain™arket Failure Being Addressed

Product

Energy Efficiency: Rerewable Energy Provisions (Law
200472}

= Mandatory energy labelling of products — controlled
by the National Agency of Encrgy Conservation {ANME)

Coopuration of industrial cnterprises with the Natiomal
Agency of Emergy Conservation (ANME) on fnowledge
transfer in the IEE

=> Specific focus on capacity-building for SMEs

= Support of the energy service companses (ESCO)
promotion via the project of the World Bank (PO7E131)
in the cooperation with the government of Tunisia

Establishment of ANME (2004)
<  Development

use of govemment aid

of new procedures  for  the
implementation of energy cfficiency projects.

< Review and cssessment, ANME i3 emtitled to
moniter the efficiency of suppon mechanisms and the

Raising public awareness about the
importance  of EE  measures  inf
industry by ANME
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Market-bascd Interventions’Decentralized
Provision

Public Inputs/Direct Provision

Directed at Consumers

ing Addressed

Policy Domain/Market Faillure Be

Capital

Tax cxemyprtions for the tmport of renewable energy amd
energy efficiency equipment and materials (Law $47127)
- Excrmgis certain raw matenials and products necessary
to achieve encrgy efficiency from VAT and some impon
dutics.

Tax exempiions for the import of renewable energy and
energy efficiency equipment and materials (Law 20097}
<> Extension of the 1995 tax excrmption law and an
amendment 1o the fist of raw materials and products that
arc subject to reduced impont dutics and exempt from
VAT

Law 20097 on Energy Efficiency: Renewable Energy
Frovisions

=> Sct of fines to be applied in case of non-compliance
with the mandatory elements of Iaws 2004-72 and 2009-
7. The funds gencrated through these fines are
tronsferred o the Encrgy Efficsency Fund (FNME) for
invesiments in projects,

Estoblishment of Energy Efficiency Fund (FANME) in
2005, managed by ANME

Financial support for IEE measures by FNME:

=> Encrgy audit: 70 per cent of the costs with a
raximum of TND 30,000,

=> Non-material investments: 70 per cent with a
maximum of TND 70,000,

<>Matenal imvestments: 20 per cent — the upper limit 15
determined by annual encrgy consumption: TND
100,000 for enterprises that consume less than 4 kioe;
TND 200,000 for those that consume between 4 ktoe 1o

7 kiog; and TND 250,000 for those that consume more
than 7 ktoe.

Loans and financial guaramtees, other meons of
financial suppert jrom the World Bank, IBRD and UN

RECTTEN

=> Suppont for encrgy efficieacy projects mnplemented
by eaterprises

=> Suppost for the development of ESCOs

=> Sustainable partial gusrantes fund

<> Technscal assistance to locsl financial mstitutions

319




Leading Practices Report for Haryana MSMEs

Market-based Interventions/Decentralized
Provision

Public Inputs/Direct Provision

Directed at Consumers

g Addressed

Poliey Domain/Market Fallure Bein

Labeur

Energy Efficiency: Rewewable Exergy Provisions (Law
20047724

> ANME is responsible for the  promotion of traiming
on IEE

Technology

Emeryy Efficiency: Renewable Encrgy Provisions (Law
204721

=> ANME is responsible for the promxdion of research
on [EE
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Industrial Policy Instruments Matrix: Moldova

Industrinl Energy Efficiency Industrial Policy Instruments/Mechanisms

Directed at Producer/Manufacturer

Market-bascd
Interventions/Decentralized Provision

Public Inputs/Direct Provision

Directed at Consumer

Policy Domain/Market Failure Being Addressed

Product

Law on Energy Saving and Efficiency (No.
S201wQH12)

= Introducing mandatory energy lkabels for
industrial appliances and equipment

Natioma! Energy Efficiency Programme (VNEEP)

= Conducting energy oudits in large enterprises and power
planis

= Conducting cocrgy audits in SMEs and commercial
buildings

= Introducing energy management systems i designated
enterprises

VNEEF Environmenial and Soclal Management Framework
(rerintiy with World Bank and I8RD)

-> Technical Assistance and Capacity Building for Improving
Encigy Efficiency

Pilot Commercial Encorgy Efficiency Programme
-> Marketing to promote encrgy efficiency measures

National Target Programme
on Efficlent Use and Saving

Enepgy  (EUSE),  Deciston
70/2006/0D-TTG

and

VNEEF Phases 1, 2
2Awarencss  raising  of

¢ efficiency for the
m public and
employces  of  industnal
enterprises

> Developing and
popularizing high cfficiercy
and energy saving products
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Policy Domuin/Market Failure Being Addressed

Mirket-hased Public Inputs/Direct Provision Directed ar Consumer
Interventions/Decentralized Provision
Decree 21200 1IND-CP on the Law eon | VNEEP Environmenstal and Social Management Framework
Ecanomic and Efficicnt Use of Energy and | 3 Advisory services of IFC to Victinbank on IEE financing
Measures for lis Implementation and working with the World Bank on the identification of
-> Esablishment of the national target | suitable suppoet capacity mechanisims
on the cconomic and cfficient
use of energy. Energy efficiency projects are . i
chigibie for financial support from Nationnl Filot C‘onmwnlq! Energy Efficicncy Programme
Targe! Programmes <> Encrgy oudit and efficiency investment grants to enable
Individual businesses 1o invest in EE and overcome barriers
when adopting energy efficient business services
VNEEP  Enmvironmental  and  Soclal o 4
Management Framework (ointly with the
Warld Bank and IBRD) Loans and other means of financial sipport from the I1BRD.
e Efficiency In Lending World Bunk, ADB and mther imternational bodies
2 | (jointly with IBRD, participating financial
& | institutions, industrial enterprises)
VNEEP Decree 21201 ND-CP on
< Centification of energy managers and auditors on energy | ##¢ Law am Ecomomical and
management systems Efficient Use of Encrygy and
SR 2 o 4 '
<> Dissernination and awareness rising on energy efficiency hi::l;'v::taﬁ on for -
and conservation
Embed cducational programmes oa cnergy efficsency and 3-“0:;';:; dcst;!'| ﬂn;
conscrvation in the nattonal education system employees  of  industria]
enterpriscs and consultancy
Pilot Commercial Energy Efficiency Programme m’iﬂs fiﬂ the fc‘pagy
- Training project for the staff of industrial enterprises and | * sty for the  efficient
funding agencics to promote encrgy cfficient commercial implementation of uational
scrvices and technical assistance 1o support the completion of | SHCTEY cfficiency goals
cncrgy cificiency investment projects
B
£
=
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Policy Domain/Market Failure Being Addressed

Technology

Market-based
Interventions'Decentralized Provision

Public Inputs/Direct Provision

Directed ar Consumer

Law on Encrgy Saving and Efficiency (No.

SW2010'0H12)

Reguired introduction of

- Mandatory energy labels for appliances and equipment

= Mandatory sectorul energy efficiency standards for
applinces, cquipment, technology and products

=» Energy efficiency requirements in building codes and
construction practices

FNEEP

-> Establishing mandatory cncrgy labels and mandatory
cfficiency standards for appliances. equipment, technology
and products

=2 Providing technical assistance to manufacturers, assernbly
factories, importers, retailers of high-performance products
and to testing laboratorics of ¢nergy performance i the
country

-2 Developing encrgy management standards and models for
energy using facilitics

<> Support for businesses in the applicabon of standards,

technical norms, improving performance for beter energy
efficiency and conservation
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9.8 Industrial Policy Instruments Overall Matrix
Industrial Energy Efficlency Policy Instruments/Mechanlsms
Directed at Producer™Manufacturer
Market-based ln;e:ﬂc:l:woc«nmnm Public Inputs/Direct Provision
"

Directed at Consumer

Policy Domain/Market Failure Belng Addressed

Product

Navionad  Energy  Efficiency  Progeawme (NEEP)
2011-2020

=2 Creating condinoas foe the development of cacegy
service companies (ESCOs) by peoviding economic
Imcentives ( coatracts)

<> Creating conditions for pablic-privane partnership,
imcloding the establishment of an  appeopriste
legislative framewark

= Ebborating and proposing volantary agrecments
for energy-intensive industnes

Law on Enengy Efficiency (2010)

= Promoting private mitiatves and the development
of energy service companics (ESCO) that see w0
contribute o the optimization of epery systems
operation sed wse, hasad on energy performance
contracts

Law an labeiling of energyv-refated proviucts (2614)
<> mandatory labeling of eoerzy-reled produscts

Nartowad Evergy Efffciency Programme (NEEF) 201 1-2020

= Providing 100 per cent mesenng of natuml @as consumption
by 2020

< Continsed installabion of hent metermg devices and heat
netering i 100 per ocat of buibdings in Moldova by 2016

National Encrgy Efficsency Achow Plan
< Modemizaton and madification of the industrial sector

Law on Exeryy Efficiency (20]0)

< Promoting energy efficiency by sapporting epergy fficiency
improvement  programmes,  These  progrsmmes  promese  the
implememtation of advanced cm%‘md fucl-hasad technologees
I8 emergy  generation.  dismbation,  transportation  and
consumption by introdecing energy officiency standards for
instalfations, buildings, machinery and egquipment. and by
cantrollng compliance with these standards

The Assocfanion Agrecmens feaween e Surogean Undon and
Aoldova (2013)

=2 T EU o cooperate and help Moldova i the
development of energy stratepics and policics

Law on Escvgy  Efficiency
(2udor

2 Awacness-rasing  and
imolvement of civil society
m decisson-meking processes

and mplementation of coergy
efficiency improvement
MERsUes
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Policy Domuin/Market Failure Being Addressed

Capital

Market-based Interventions'Decentralized
Provision

Public Inputs/Direct Provision

Directed at Consumer

National Eneryy  Efficiency  Programme (NEEP)
2011-2020

—>Creating conditions for the development of energy
service companies (ESCOs) by providing economic
incentives (performance contracts)

National Energy Efficiency Action Plan 2013-2015

= Developing an ¢nergy services markel for the
national cconomy's industrial sector (supported by
the GEF project)

Funding from EBRD
=> Financial support for projects on modernization
and modification in the industnal sector

National Encrgy Efficiency Action Plan 2083-20]§

= Funding tools for cnergy cfficiency projects withn the
industrial sector by setting a dedicated credit line.

= Special grant component from government funds - 5 per cent
10 20 per cent of project costs.

= Credits are ided for invesiments into cacrgy saving
techoologies or for the employment of renewable energy sources.

Funding via Energy Efficiency Fund (EEF)
= Providing |0 per cent from the state budget of the
amount contributed to EEF by donors
= Requiremenss for projects fundded through EEF:
¢ own coatribution by the project beneficiary shoukd be at
least 20 per cent of the total costs
e the poyback perod for encrgy cfficiency projects
should be 7 years
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Market Failure Being Add ressed

Policy Domain/

Labour

Market-based Interventions/Decentralized
Provision

Public Inputs/Direct Provision

Directed at Consumer

Law on Energy Efficiency (2010)

- Supporting cooperation between  energy
producers. transporters, distributors. suppliers and
consumers to ensure correlation of their interests
and to realize the state's policy energy cfficiency
goals

= Cooperation with other countrics to promote
advanced  technologics, implementation  of
scientific innovation and advanced experience in
the ficld of encrgy consumption

National Energy Efficiency Programme (NEEP) 2011-
2020

= Traming of cnergy managers (o monitor cnergy
consumption in the public sector

Law on Energy Efficiency (2010)

= Training of decision-makers at all levels to identify and
implement cnergy cfficiency measurces

=> Information on support for encrgy efficiency activitics.
including public dissemination of information on
initialization. realization, costs and benefits of projects that
significantly reduce energy intensity and environmental
impact

UNIDO project ‘Reducing Greenhouse Gas Emissions
through Improved Energy Efficiency in the Industrial
Sector in Moldova'

= Promotion of the ISO 50001 standard through the
organization of tramnings for cmplovees of industnal
enlerprises
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Policy Domain/Market Failure Being Addressed

Technology

Market-based Interventions/Decentralized
Provision

Public Inputs/Direct Provision

Directed at Consumer

National FEnergy Efficiency Programme (NEEP)
2011-2020
=> Setting encrgy and environmental performance
requircments for energy-related products used by
consumers
= Introduction of cnergy management systems
(EnMS) and best available technologies and practices
in industry

Association Agreement between the European Union and
Moldova (2014)

EU agreed to cooperate with Moldova m:

= Promotion of encrgy efficiency and encrgy savings. on
encrzy performance of buildings, and the development and
support of renewable ¢nergies In an  economic and
environmentally sound manner

=> Reduction of GHG emissions, including energy cfficiency
and renewable encrgy projects

-» Scientific and technical cooperation and exchange of
information for the development and improvemxnt of
technologies 1n energy production, transportation. supply and
end use, with particular attention on encrgy-cfficient and
environmentally frieadly technologies

National Energy Efficiency Programme (NEEP) 2011-2020

=> Promotion of clectricity production in cogencration mode
as being more cfficient than the secparate gencration of
clectnicity and heat. The annual ovenall efficiency of new
CHPs should be no less than 80 per cent and clectne
efficiency should be 45 per cent to 50 per cent

<Launch in 2012 of mdividual and buildings’ boilers
mspection
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9.9 Indicative Action Plan of Champion Services Sector Scheme of
Gol

The nole below 1s dhvided into differant sections. Section A examinas India’s current position
across various parameters, Section B makes a casea for justification for inclusion of this sector
under Champion Services Sectors, This I8 dona through analysis of strangths, trade and
grawth opporunities, impediments and global environment & chafenges. Section C proposes
a delailed Action Plan along with possible milestones in order (o achieve the proposed vision.

Share of India in International Tourist Arrivals 0.68%
India’s rank in World Tourist Arrivals 40"

Share of India In International Tourism Receipts (USS$ terms) 1.71%
India’s rank in World Tourism Recelpts 14"

No. of foreign tourists arrival 8.03mn (2014)

Share of India in International Tourist Arrivals 2.88%
India’s rank in International Tourist Arrivals "

Share of India in International Tourism Recelpts (USS terms) 5.03%
India’s rank in International Tourism Receipts S

[WrE e o F

1. 5lmlncanco of the uctor to Indlan Economy-
The tourism sector is one of India’s larges! services sectors, and has proved to be
a key contributor to India's economic developmen! and employment genaration®.
The seclor compriges travel, taurist attractions, fravel agaents and tour oparators. It
is also ane of the top generators of fareign exchange.
i.  Moreover, its performance impacts other sectors such as hospitality, food and
heverage. retall and recreational services These faclors make lourism a pivotal

sector for Ind@’s growth.

Hod's toudsen sector (nchatiag hesgding) s wdued at LSB122.1 InfSor i 201) amil s sapecterd to prow wt 3 EAGH of 10.7 per cart to
reoch LSOARL S MiSon by 2002 [Soance: Tourisim aad hospitadiny sactor raport, BEF, August 2014}

3 Ma comtrioution ta the global GOP wax 1501252 hikon in 2004, cwer dubie the plobal seerage of USDSE 3 hillon The totsd
coatriution 1o Inds's GDP was mppredirvalely LED 1252 bifios 6.7 peveent] 10 2014 Ry )5, toonien's costeitution s pegged ot LSD 258

Hhes, or apprestmately 76 percent of Indla’s GUP

k] It dioctly copportod 3 & eailion jobe i India in J013 and indiracty rungarted 22 2 milon jobs By X122 toeal cantrbution to
srployrreent s expectad to prow 8 43 8 mdlon.
3 T teurnis o sond honpit sty sec tor gererated P00 infloms of WR 71 5 bilon @ 2016, and 2 comutatve infow of INE 544 43 hidon

furag Jan 2000 to Dec 2016
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L Forelgn exchange sammed through toursm hes steuody Incraased and he ries has
Daen substantielly faster than tounst arrivals.

v.  Tounsm is a sector thal cams subslonded foreign exchange for our SOy,
generaies emnpoyment (approximately 90 job creations por Rs. 10 lakh of
investment) and is not direclly sflected Ly the ncreasing prolectiondsm scross the
world for our silled prolessionats (which Is harmpering var foralgn exchiange
eamng poteatisl)

Advantage India

1. India offers geographical diversity, attractive beachies, 30 Workl Heritage Sites &
25 bio-gecgraphic zones.

2. Indis has & diverse porticlio of niche toursm producs - crisas, aoventre. mocical,

wallness, sports. MICE. eco-touriam, filn rural 8 religious ourisen.

2 Indi@n lounsm sector offers cost offective yet quality travel and lodging options.
Indi&'s price: compatitivaness index s 5,59 and is cosar to the best score of 652
achisved by lran, and ondy kags a handful of countnes in prca compotitroness
(Maksy=in 575, Tunisia 561, Gambea 5.0, Yemean 591, indanesia 611 and Egypt
6,191 Switzerdand is the leaxt price competitive, and bence custies!, with a scora
of 257 Amongst the BRICS cownlries oo, Inda scores higher an cost
cumpetkveness (Brazi 4.51, Russia 4.99, China 5.1 and South Africa 4.96)'

- GLOUBAL e e

1. India nct only faces stiff competition from countrias in other continerts, bul also from
Cther Asésn courties - top destinalions in the reglon® slirsct faragn fourists saveral
times higher than what India does. These countnes dsplay some commaon
churacteristios that have enabled them 1 become the prafemad destration for
intemational traveders. These incdude sound infrasvuclulefameniies.  exceflent
coanechvity, vanety of tounst destinations, clesriiness and upkoap of bourist =ites, shll
deredopment and markesng and promotional campagns

Comparison with Other Countries

1. The share of USA in Intemational fouris |5 the maximum al 14.5% followed by
Ching at 9.26%. Only 2 Asian countries feature in the top 10 cowntries of the workd
N Intamalional taursm recepte viz. China and Thailand (share 3.62%). lidia, in
conlrast, has & share of only 1.862% Whila Ching has 50 World Harllaga Siles,
Thastsnd has oaly 5, and lncia has 30 such sies.

2. The numbar of toraign touriet visiting Thailand roes by nearly 9 percent to 32,6
million in 2016, bringing in 1.64 tnllon bate ($45.9 bifion) worth of busness, up
nearly 13 parcent from 2015, Inincia, the FTAS gre just £.03 mn wih rate of groweh

of 4,5% (2016)

4. Almost a third of Thailand's total inarmational ardvals & 2010 came from China,
with B.57 milkon Chinese visiors, making %r an ncrasse of 11.8 parcant from 2015,
In conlrast China does not figure in the top 10 source countrias for FTAS in

India.

* T Trmwed & Jomrnes Covmmemsmnn s Scles A b 20015, Weatd Eromoree Fonam, M 344
FETA i XA et o w556 Thakind 246 Mubeywh 274 Mg St JTA MU 28, Kures 142 Snmpete 119 latin 144
PR s 400l Ve 2.9 Conrrw VW0 ampnt: " The Iadan Sereien Sector Poised L e T 11

P ? of 70
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~ TRADE 8 GROWTHOPPORTUNITIES

1. Global market size-

L Tha diract cortribution of Traved & Tounsm to GOP n 2015 was LISD2,720 8bn
(3.0% of GDP) The direct contribution of Traval & Tourdsm to GOP is expediad to
row by 4.2% pa to USD3 468 1bn {3.4% of GDP) by 20267

2. Trade in services-
i Intemationsl tounsm aocounts far rougily 30 percent of global trade in services.

Far many devaloping countrias, € constililes tha singie Isrpast faraign maxchange
aamings®.

1. Challanpes and Constraints-

I Indrastiucture (Road Rail, Alr & Watar), Skil Development ond genecal sadely
of tounst are huge consraint. A locatian spaciic and focusad Acton Plar 1s
roquirad to ovarcame thess constrants

Juuuunmuxmmmws.m ummmmn.m:.mm

| Supported by Ministries of Culture, Civi Avistion, Devedopmant of Norh
Easlern Ragion, Extemal Atlalrs. Home Afains, Lasbor snd
Empioyment, Micro, Small nd Madium Enterprises, Rosd
Transport and  Highwasys,  Raiways,.  Shipping, SkH
Development and Entrapeenaurship and Deparment of
Cammerce: State govemments '

1. To achiewa tha visan far tha yaar 2022 of alleacting 21 milon FTAs, yearly tamat for

Foreign Tounst Avrvals may be as urder:
| Foreign Tourlst Arrivals (in
' Year mn)
2016 803
2m7 043
218 | 1106
2019 j200 0

' Woekd Femvwl srst Tovemm Conaed iepant
ML mene i mr gl bV b et /om0 TR 6 DNt MO e MO0 !

* Wrratoon | Trace Combte () - 010 0 mmw it s o A8 tondmmam e 0n sy
Page Bol 7O
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2000 | 1524 =N
2021 17.89
2022 21.00 |

anagement Crganization [DIE0O}

JESLination Manageas |
. Destinstion Nanagement Orcanization s the coordinaled management of 2l the edemenis that
make up 8 destination (atlractions, access, marketng, human resounces, mage and prcing).
I 1akes & stralegic approad 10 link-up very separates entities for the Deter management of the
destnation.’ (Word Tounsm Organation)

. Tharafore, DO not anly has a deading robe in promating &d marketng lourism destinghion
but, more anporantly. slees destination developmenl.

Proposal:

1. A coardinated management wehin a stralegc and coherent frameark S tended to
produca eflects both at local level (I tams of Incrassing neomng ourst nllows and
yields, spreading the bensfils of tourism development, reducing emarcomental impacts
and ensunng anvironmental sustairaniity In target areas) and o the whala econamy sl

sarge
2. Desalopng DMOs in major tourst attractions should ba Wnked to slete sasistance and

assstance under rural developmeant echamsas.

Croation of Special Tourism Zones (STZs):

Budget 2017-18:

1. As anmouncad In tha Budget 2037-18, 5 S1Zs am 1 be daveioped through Spectsl
Pumpose Vehicles (SPV). Such SPVS would 1illin @ by vacuum of an agancy responsie
for ovarall davelopmeant of the zone Including actnvhes like acquinng kand, developmant of
infrastructure and other facilities and private sector paticipation in the STZ

Proposal:

1. Possbie ophiurs for such STZs can be with foous on (i) Himatayas (i) lland tourisn, (i)
Maating, Incertves, Canveation & Events (MICE) zona, (iv) Buddhist Teurism & (v) A
North-East Workd Eco tourism 2one.

2. These STZs may be given extendad 10-year tax haliday fo megs towism 20008 of o

minimum 25 heclares, promoling fowism as the poncipal economic activity.

Shiling for tourism and hosptalty sector to be bealesd for 5 speas taurist zones.

In 2015, Tamil Nacu, Maherashira, Uttar Pradesh, Dahnl, West Bengel, Rajasthan had

Heher share of foreign lounst armval in the courtry compared (o other stales. STZs may

be planned in these states on priority (o attract more 0uriss 10 these stales.

Beach Development Board:

> w

Pape 9ot 70
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1. Indea has the advantaga of 7516 kms of coastiine. A Boach Development Board may be
conatitutad by the respecive State Govarnmaents who can then davelop these areas in a
plannad menner and affer faciibies to altad joudiats

T on Policy (to be the

1. Rationalization of Taxes on the whole woufd provida 8 better fiscsl operating amviroomant
for the Sactor to thrive. Taxos levied on Toursm Industry should be unified, rationalized
and mado glbaly compatithve,

2. mdustry hos repootecfly raised concerns aon GST rade sihabs for holels and sardar
accommodation with e rade of above rupees 7,500 which has beoan clssfied as luary
and put undar a nowly crasted beacket of 28% for sorvicas. For coraumption 1 restaesnts
N a property which 5 diassfied as a fve star and above, GST rate has baen paggoed af
28%. This wik make Inda uncompetifve whde guoting rates in the globel market and shall
impect inbaund fourist rafiic as also the domestic fourism, MICE orgarizens mary shift o
chaapar keations In Soulhy South East Asla, Glabally, the GSTAVAT rates for hotels and
urkam related faclites are in the range of 6-% only. Extremely high tax rales make Inda
uncompetitive vis-3-vs s alther noighbors.

3. Infact, where (he payment is made in foreion exchange, there should be zero ratings GST.
Thes will boast exports

4. Any spanciing i faraign axchange by the tounsts ol paymant of sarvica tax.  Theso
include arperdture on hotels, trangportation élc. Thase naed to be raimbursed 10 tha
servica proadars (lour oparators) wha can than pass on thes banedtt in tha form of a mana
prica compatitive package.

6. Scme othor tax rolated issucs:

L Thera ks a nead to straamiine tha passancarniroad tax structuna at various check points

1> pramole and ensure seamlass iravel by tour operators,

Roplace vancus read ransport ralated taxesfiavias (road tax, goods tax, passangar tax,

olc.) by p singlo compaside Lax;

iii.  Transport chock gates may be repiced with indegretad chedk gates combining chack

posts of sabes tax, focest ele, into one;

w.  Need for devadopmart of an Integraled Toursm Choull for various States with an

IMagratod saxation ragime,

Domestic Travel through Raitways:

1. Hail ransneet in Inda is a monopaly < Them 15 a nead to connect &l workt hentage
stas and AS| sites with il Patwark.

2. On all mportant rulway stabons on tourst routes, 3 world class lounge may be
providad an a paymant basis

3. On cerain specfied routes and tima panod, N8 Inuism sacior requines aoditional
coaches of international standards an specified rains for foragn toursts Tha
resanvation and booking systam may ba redavisad o sixt thelr travaliing patteen

4, Promsion of bulk bocking by tour aperators for such specialized coachas may be
introciuced.

Fage 10 o 70
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4. To decongest radwery platforms, entry shoukd be resticied 1o passangers only. Othess
may be aflowed at @ higher platiorm fee as done at alrpors

6. Seamiess fravel between the tourist destinabons and ocross different modes of
trarspor! may be formulatod,

Infrastructural Support:

1. Basic nirastructure such 8s trunsport Inkages, garbage and sold wasts managemant,
toun=t facil®es such as todets, day core cenlres, side information, manualks, guides,
recreational facilties ofc. are in neod of an upgrade at feast n the UNESCO nominaled
cultured and natural Workd Heritage Sites in Inde.

2. Need 1o imprave the condition of lkungea/waiting rooms at Rallway Stations. 1 pesaibie,
al important stubions of toursl Grouits thare may b promwm waiting roon's for farsign
oursts with some exia pgayment.

3. Need 1o enhanca investments in lounsm nirastruciure. This may aiso involve provision of
way side amenities, touns! infonmation dureéaus and websites for providing requisite fourist
Information. Eftons toasros anhancement of ovesall transport infrastructure in the fom of
good qualty roads, sl netwark, aipoeas, helipacs, avalabdity of lounst vehides etc. may
also ba strengthanad In ordar 1o imprave the overall infrestructure,

Development of Hatals:
1. The exigting peovisions padaining to Hamoenwed Mastar List ol Infrestrocture Sub -
Soctors for the hotd! indusiry may be exiended %o moderately priced hotals and bodgedt

holets in ardar 1o Improvs capacity,
2. The presand scheme, which covars iveatmant of more than Rs, 200 crores, has @ sunset

clause Le will be affectwve til 2017. 1 is proposad that the schame may be extanded Lo 20

yaurs for the 5 STZ'8 g0 donifed,
3. The nvestment kmt may =tart at Rs 25 or and above, o covar small budget hotels ss well

with no restriction on their ocation
4, Numter of permssion/dearances requred by bolels and restsurants should be seduced

and in fact. be streamiined by introducing single window system.

5 Halels have ong gestaion periods. Theralore, it B imponant o have kng teem kans
Theratore, hotels with mnimum 50 and above rooms may be frested as nfrastruclise
prajects so hat (hey can eval onar lean firancial loans from barks and other financia

nEttutions

Cruiss Toursm:
1. Curentty Cargo terminals are aleo used foe hendng cruse Tounsm. Theve 18 8 need o

hava separate cnisa teominals. .9 Mumbal.
2. Aconsultant for praparing action plan and detaded road map tor the developmant of cnuse

tourtem in Indla has basn appainted jointty bry Ministry of Shipping and Ministry of Tourism.

Human Resources lssues:

1. Skiling for taurism and hogpitalty sactor to be localized for § Special Tourist Zones.

2, Catch-Them:Young Students may be pravided trining and may asaist the regulor staf! in
the hospitadity snd lowism sector, This expenence may be counsed with them when they
anvell In regular courses.

Page 13 0f 70
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3. Thare s substantal popuiation of aducsted and reteed parsannal who can serva the sector
in varous copacites. The demand ond supply of such personnal mary bo magped.

4, Infrastructral setup of exdsting hstituions may be used foe triring.

5. Languags training to the guides may be imparted in languages of focus countrlos, 6.6,
Englsh. Mandarin, French efr.

€ Training of local youlh for work as Holed stall may be encowraged,

1. The Gwarrmem and smeo Mvelo Iocmm lmamatimal mnethowwdcm and
tounst faciitation serices 1 enhance inbowyd loursm.
2 Adequate budpatary suppart may ba made avalably for promotion and marketing.

compared with comrpeting lounst dastinations,
3. nbound tounsm o ha promoted In conjunchion with medical tourtsm: Newear foursm

concepls, which nciude oruse lounsm. advanture tourkm, agncuiure tourem or rural
tounsm, am emerpng in inda and these reques suppod to davelop and founsh. Herce,
graatar marketing push for thess dffarant products = requined

Prasenily buk of such promotion heppens fo nlernatonal lourism officos under MoT.

Howavar, our mission and trade offioss recevi many quanas on the same, MEA may be ropad
n for lourism promotion in an institulonal mannher.

improvement In World Rankings;

1. In order lo stiract investments and mmprove india’s rarking, Govesrme©, of India bas been
working In a focused mamer o improve ease of doing businass, Similady, on a mission
Basis wa need Lo improve our rarkings foe our fourist sttaciheness.

1. It may be noted that subsdes are not expiiclily prohiblied for sandces axports under
GATS. Tharalore, wa may use the availabie window 1o promote this sector..

Visa related issues:
1. Wido publcily to be given for visa reforms done mcently

2, Websita has some oporstional @aves a.g when a form is not filed prapedy, it =
rejectad instand of showing e erors which can be carrectad and re-submitted,

3 Infrastructre for avaling o-TV may be impraved for quicker processng and lesser
rejoctions duo to system arrors.

Safaty of Tourist lssus:
1 Projection of India's mage as a sale and secune taurkst dessination;
2. Health concams for tourksts welting Indla slso needs Lo be mitigated.

Page 120f 70
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3. Authenticaton ond regisirafion of sanice provilens to be mada mandatory

G

1, There is need 1o creaté and anforce horlzontal standards screes critical vatical
segmaents ike accommodation, feod, safaty and transport

2. The censing' rewards of such establishments would be done subject to the Iufilment
of thase leld down standards.

3. Onos such model guidelines are framed, Ministry of Urban Development may Ink
furiding for devetoping the cities\oars of mejor townst destination to these destinaions
being adhened to,

Meadical Tourism Board
1. Medical Toursm Board mestings (o be conducted regularly
2. Departmant of Commesce to be made 2 member of Medical Tourism Board,
3. Sute Madical Tourism Boards should also be consttuted in Dahi, UP, Assam, West
Bangal . Karneeaka, Harysna, Maharashia, Punjab. Tamil Nedu and Kerala. Regional
coordinalicn 10 be inraduced 1o Bang on synerges. i

1. Workd over China is the biggest courtry for outbound ourism. However, it does nol
figure in 10p ten source countries for lndla. Many counines heva focused approach to
attract Chinase tourksss A spechic programme should be framed and miplemented
which neeads 10 be 18poad with fuly defined targels backad Ly resources, campalgns
and well manitored qualfed sub-tamets.

2. Film tourem 5 powsrdid nd growing segaen| which naeds K ba developod.

3 Othar such focus areas like SBuddhist toursm, beasch louism &C nesd &
comprehensive schion plan.

Intor-Ministerial Coordination

1 There i an urgent need for an instiutional mechanism 10 coordinade actities
of various stakaholdar mrvstnes 1o cevelop and 13ka [orerd the action plan
for boost in inbound tounsm. Such ministnas Include Ministy of Toursm,
Departmert of Commearce, Minisiry of Home Affars, Ministry of Extemat Affairs,
Mintstry of Civil Avistion, Mnisry of Ralwsys, Mristry of Raad Transporn and \
Highwiys, Minstry of Shipping, Minetry of Informaton & Broadcastng
Minkstry of Cutture, Ministry of Skl Davelopment ond Ertrepreneurship,

2. A two tiered approach may ba followed — one Bt Joint Sacratary lavel for
intaraction with the miniskry and one at Socrotary lovel in the Mnistry of

Towdism

.
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The note balow s divided into ditecont secticns. Soctan A examines Inda’'s curent position
S0068 varoue parameters Secton B makes 8 casa lor justificstion for Inclusion of 1hs saclor
undar Champion Senvices Sectors This is dore thvough analyss of sirenglihs, rade and
Geowdh opportunitios. impadiments and global envircamenl 8 cheslanges. Section C plopases
o detail Action Plan along with possibie milsslones in ardor 1o achiove the proposod viakon,

A MVT! HEALTHCARE IN INDIA- |

Siza of the sedtor $ 3 billion
T Healthcana Markal Lrovar $110 billion’
Nambor of Insarnational Patiants coming 0.5million
inlo India
Global Ranking in MVT destinatiors | )

Rank in Medcad Tounsm I

- . T o SRENGT s | R |
1. Significance of the sector te Indian Economy-

I Haalthcam has bacoma one of India's targas! secloes - bolh in leems of révenus
and amploymant. Avallabilty of highly talanted human resourcs, coupled with
fechnoiogeal advancement, anablas India 1o provide crass bardar services, such
a5 tele-medicine, tele-surgery ard tele-diagnosis: aling with procass
outsourcng sanices such &s medical transcriplion, back office suppon, coding and
bilng, elc, Furthamore, India has developad 8 strong prasence n povikling
advanced heathcare services, o4, ogan transplants and  candiovescaar
procadurss, with a high sucoass rate. Moreover, lessing walling time in hospltals
Ior admission and restment makes the country i altractive destnation for modcal
fourism

i The sector in Inda comprises three major sub-seclors — healthcars delivery
hospitals, dinics and other emerging models, medical devices (medical
oquipmant and congumabies), and, medical insurance. i is farocast fo reach

Delakte GES 2007 At
o & M dwiaaton pubaly o semsmiibg oor - Thekedt, Sgaponr, Irele, M moke, Tower & Maoca ey pes NECHOS repen|
Tt aow 2aad on Mk MTONTes, (06 aTe0 et 1eat Hndems sierere medcoe sorred 1a3en e wgaditary sgime
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USD160 tahon in 2017, sccounting fur abaut 4.2 per com of GDP and & poised 1
geow W0 USD200 bitlon by 2020™.

0. Demand for AYUSH & increasing and 1ha mainsteanming of AYUSH is the sirategic
objectvo of Haalth Systam davefopmant under the National Health Masion and
Natonal Haalth Policy 2017 Ayurveda srd Yogs faciflies in particular in tha
country are the main attractions for the domastic a8 wel &s foreign lounsts

2. Current statistics
L India's medical value travel was pegged at 3 billon USD n 2015 growing &l a

CAGR of 15%"",

L SAARC countries such as Bengladush, Alghanistan, and Madves are the msor
sources of madical valua traval folowad by Afiican countries such os Nigerio,
South Mrics and Kenya. Proximity, cultural connect and conmectiviy are key
reasons foe inflow of patients fom thess regiors. Faw new sourcas of medical
value treval 100 Fave amerged n Iha recent yeans such as Russia, CIS courtros,
Myainmar ate. India 15 2 prafiarad destination for bigh growth MVT sources such as
Afnca and Asian countries in &5 neighbomocd such ss Bangladesh, Alghanstan,
and Makdives edc. Bangladesh, with much highar share of MVT patienls, esams to
be tha outher largely due 10 the proxmily & weld a8 madequate avalabiley of
domestic healthcare Indastruciure. India can levarage its civillzational connoctions
with Middle East and SAARC counbries 10 deapen relationsnips and leveragpe ths
sdvartage through wider MYT Gflerngs,

3. Advantage india in Health Care

L Inda is tradibonaly known for cardlac and orhopedc teaiments, bu of Bte inds
= geinieg {raction in cooology and trarspints and other hgh end Yealmants as
weoll,

. There Is presence of workl-class hospitals and skiled medical professiorals n
Indi.

il Indas s cost-competiive in baalthcare- Traatment for major surgerias in India costs
approzimalely 10% of the cost in most of the develepod countries.

~ GLOBAL ENV

1. Competition to India

L In casa of medcal valie traved, paramalorns of cos! offectiveness, number of
medical toursts. healthcare nfrastructura, 8n amanabie Bgal framewornk, 88c, have
been consideced. Thadand and Singapore are gaving high campattion to India
owing 10 thelr advanced medical speciallies, altracfive pricing and govamment
SUPPOM. Singapore 8 the most devaiopad country with ks eapensive surgery, and
Thaitand Is a havan for Inexpansive plastic surgery

I In case of lelemedcing, Thalland, Sihgapore. Malaysia, Vietnam, Indonesa and
the Philippines are curmenlly focsing on srengthening thair ocal sslemadicing
NEIwark 10 meesl the domestic needs. Thay might serves ta be potentiad competelon
for ndia in the comng yeass, owing o ther subslantial governmen! suppaor,
wnfrastructure availabiity and techinciogy advancements.

I
- - -

P e Sk e SO0t Noed I el asoambune” | KM Hepant ApE B
L o e rac orn with te |t iy on et and VIS pey | i3
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1. Global Market Size
L The dobal heatthcare markel had a tamaves of $7 trition n 2015, whilo India had

o hestthcora lurovar of $110 bilion, Dospile being a relatively smail haalkthcaro
markel, India hes baen able 10 pasition itsaf as an important MVT destinaton

2. Patential for Global Expansion

i, Currontly patiants from Easl Avica, Mddle East. naighboring courtras coma to
Inctia

il Incia's cost advartage will signiicantly opan doors for the daveloped countries
wciuding US, Eropa, South Exst Asia, Jagan, Middie Exst, Alfrica

3. Othar opportunities

Incraasing penctrason of health Insuranoe

Use of technology for healthcare delvery in remote cormers

Increased demand lor hegitheare senvioas from developed counlres dua 1o dsing
ceet of heslihcars

Ineasing collaboration with other countries 10 estabiish healthcare facilises.

I s s

1. Challenges and Constraints.

I.  Same of the mapr challengaes faced by e bealicare secdor b India & he
shortage of infrastruciure snd shiled lsbowr force, nor-poratiity of insurance
entklomants, elo.

.  Limitod NABH accreditod hospials.

1K, Lack of planned past-aperatve infrastructure around madical establishrents.
Iv.  Limited Jron-avislabity of accrediled medical facilealoes,

v.  Non-availlabitty of aulhorzed linguage interpreters,

vl. Arsance of formal linkagas with the sponsoring countries and their insuronce
companiag

T e

Justifioation for iInclusion of this Sector

Anchor Ministry | Department | Ministry of Tourism

Supported by Ministrias of AYUSH, Health and Family Wekare,
Exlernal Affairs, Homa Affairs, Sl Davelopment and
| Entropranounahyp and Dopertmort of Commarcs;
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| State govermiments, Minksiry of Development of NER. |
| Ministry of Chvil Aviation

Health and Medical Sector'?: Today, Indi ranks grong 1he top 14 medical destinations o the
workd by volume of palients. Homever, the polentad & much higher, Indias primary
comparstive advantsgo = bocsuss of gualty and affordabiity of medical ¥eatmant In ndia
and Iha growing populardy of tadbonal welhess therapes ke yoga, ayurveds ard
namropathy.

Howaver, to hamass tha potartial, soma crieal ansas hial noed 1o be addresesd ore:

) Faciltative visn regime;

(0}  Improvemant ¥ India’s healtcars intastruciune and acoreditution of our hospitala
ard medical prodessonsls on workl class standards (such a8 Ihe Joint Commission
Intemational (JC1) of the US and the Trent In e LK) in @ time bound manner;

(i} Negaliatng health insurance portability ISSues Wih parkapating courenes:

(v} Impeoving inlermet connectivty and sacurky ramewoek ( prvacy of patiant tles, by
strengthening laws snd regulastions,
(v} Increazing compedton fram existing and new medical tounist destinations

Thase and other @B2ues sre decussnd balow:

Action Plan/Miestones
1. Reducing defays in grant of Medical Visa and procedures thereof

L Indion missions {0 be strengthenad n countries within high poleniial regioes
ke Africa and Middie East and anslyss 40r dalay In ssuance of medcal
¥153 due 10 InRdequete SIBMING May ba done jor INCrassing resources

1 For madical value lravalers creete separale faciities for visa cearance an
repiying 1o madical quiries al the embessies and develop Standard
Operating Procaduwe (SOP)

" Travsshare from identified Westam courtries can get a 3 months Medical Visa
on arrival,
. YVIth & Kiler feom the misdical centre, Bie patient may obtan visa exiension

for up ta 6 menths.
v Cost of medical visa should not be more than LSD 50 to ba compatiive vis-

d-vis athar MVT desteations.
Vi Forekgn Regonal Registrason Office  hefpdesk o be craated to grant
dearance n hasprals,

2, ‘Brand ndla® Initiatives to propagate a ‘Patient-Centrie and Tourist-Friendly'
India

i Conduct road shows in focus countnes 10 create awarerass and buld on
India’s brand a5 medical value cestinstion
I Sienilar 1 Incrodile India, deveiop o digital campaign promoting MYT in
India thereby developing ‘patient.cantric’ sllilude smong local population

INGGATS e Mo wriiiw i ey o bl B dopnung babin s om mort o el smvmes Ehisagh Munks 1 ot b bammmpr it ior 13 Cvmmg
10y rpanrend
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" Tying up with Iravellowr operatoril
Cranta o ‘ndia Hoals' Yoarl4
v, To brand Indsa ag a destinaton tor Madical Value Traval, Wellness and foc

paneric drugs and Phama,

3 Creation of Enclaves for targeting patients.

L Enclaves of hospitals (smiar to SEZ) may be craatad congiling of various
specialties. Import of egupment and other consumabies may be sllowad at
concessional dutess in such enclaves Foreign super specialisis may be
alowed o practice in hese hospdals.

i In order to attract forogn pabenta and for incantivizing hospitais lo Lresl
forcign patonts, expalririe supor-specialists may be allowed b visil and
perform procedures al haspidals I the hospital caters 1o 31 least 50% loeeign
patients

4, Improving air travel connectivity.
[ Diract ak connectiviy may ba astablshad with African and Mddie Easlemn

counties. Fosshiity of enhancing Code Shacing could alsa be explorod and
& least 2 naw destinations could be added every year during the Plan.

T

& Fu\dlng of Healthcare aector,

Accass 10 capital has bean one of tha bigges! hurdia to the groweh of the
Indian haalthcare sectoe, Tha haallhcare seclor needs huge funding and He
Public Private Partnership (PPP) is the best solulion as (he privale sector
con suppart the governmend in buiding capaclies 1o improve sanices
dalivery.

i Innovative modes of funding such as pergion funds, investment Birough
Putiic Privats Partnaship (PPP) and long term dedl coukd be used,

6, Facilitating Information and arrangement for transport, accommadations and
local travel at the Alrparts.
| My of Toursm may creata a Melpdesk and Private Hosplital etc. at the
Airport for coordinaling with the Holel and Tour Operator. The curert
system s highly deficient.
il Healthcara Infrastructure: improvement in Inda’s healthzare infrastructuro
and accred tation of our haspitals and madcal professicnals on world clhass
standards (such as the JCIof the LS and the Trant in tha LK) In a tme bound

manmner

7. l!oqm of Facilitators towards providing value-added services
Government may st up a committea 1o createé norms for registration of
Fadlitators in India end make their registration mandetary.
L Lisl of Registerad Faclilators o be mads avislabde on medical lounsmn

wobsites.

o " eup waeh & W CIMENT) 0 LREN JMerwibets o 29 Coameies acenis the MyARe £t aw)
Atica 1o tramed 10 1he goaeg v Tapdip Mgtk o Cloniai dpdactad Aler Cobl Eelate fhrinbibat sns Prgider s a1 speniilly davii!
v For roandrg Byhes oo the Coonmem  Thown Cook sheo bt 2eamend a0 wil Sty Sk HOLREE 19 MRt 30 (6% Fihc s st
pockapos. Gan't Mgl Mot pOactntie - apw ik 1w el 200rms and tar ape nons. Doctnr 7 edasbathoine Pt U, o first iegstonee’
O U0 T Ot ey b AR R, bt et b s i bl e P, P, vy, e Coosdmaors s mueasied y the (e i
PR T oas patenin FSourre C00 RFRAG Bepart Wt Vakee Traved w Inda” 2014

'um:u—mw Madinr™ MO0OL AGOe e TE- VAT P SRR Lhe Lo ry s A il Ty of Had Ty Tawiies
Sawrrt ared 2th bobkdens bo Ak vmwrern | Souroe: FICTHOMAS Ropeet "Medkcd Vol Troved b ™ M1
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" Accreditation of facilitators may De made compulscry to furlhear incragse
complsnce and improve ovarell patient sxpenence (NABH has formudsted
the accradilation framework for empansiment of fadlitstorns),

8. 'I'nnspamcy In rates and clinical outcomes.
For key procedures, hospilals may provide indicative price range so that
patients are not fleecad by faciltatoes / agenis
it An indoperdent body to be set up thit can approve or audit the above
nfoemation shared by hospitals and penaize fose devialng from them
il Laws may be framed far ng action against vioksiors in medics! domain
or general lpurism, thereby outhining Inda’s commitment to guasity and salety,

9. Ensura résolution of Post-Operative lssues and followup
| Grant of muttiple antry visas o pasents meay be consdered for foliow up
Ireamenl
] Nead 10 lock 9110 post-cperative issues mouding ways 10 enswre offectve
follow-up treatment through 1ede-medicing, 1ele-pathology etc

10, lmumm&m Payment Arrangemants

Domestic ragulatory Issuss pertaining to health Insurance In India, is2n
impediment 1 insurance porlsbily from source countries to inda. Foreign
inswrance companies face problems with underariting and promium setting
n the absenca of a regulated envircnment and control over haathcare
providess in India and thus bear moast of the risk of non-recovery., fraudulant
chams, and colusion betwaan clents and providers. Lack of standardization
of guidedines and dassilication of procedures also acts as a deterrent 10 the
graath of Ihe health irgurance industry. Abéance of a transparant ragulatary
framework in the Indian insurance sactor makes It dificu for Inden
healihcare provcens 1o pegotiale with foraign INSUANCa companes foe
Insurance portabiity fram the Suuece counies of foraign patients seeking
treatment in Indin.

v Tha ntroduction of a regicnal iInsurance produc! and Croes-border paymant
amrangaments through bank-to-bank guarantees wil faciltate paymeant in
foreign axchange and promole medical jourism.

I Fiscal laws 10 be relaxed fr genuine foregn paberts, sliowing them o
vansler money 10 India, In case of addibonal requremants

Iv. Trealments undar AYUSH hospRals may be covered under health
insurance echemes.

V. Cosmetic and plastic surgery limited coverage: Cosmetic and plastc
surgenes are some of the most scught after medical services in India.
Unfortunatoly, # is not covared by any of the Insurancs policy. The
Intarnational Sociely of Assthatic Plastic Swgery [I1SAPS) introducad
insurance that registarad ISAPS members — cosmatic and plashc surgaons
~ £an offer to their patients. It s only avalable 10 approved swp2ons and 5
noﬁcyoomsmdmardemthmmowm

surgary, ocuding most common condibons that may require revison
surgerf Cumrenty only about 80 swgoons (2014) workdwide offer such
insuranca. Indian plastic surgean need th axpore s opton,

1", Adopuwofk:mdlhﬂon standards by AYUSH Hospitals.
Davelopmant of services standards of AYUSH may aho va Includad under the

initiative of NITI Aayog/Buresu of Indisn Standards
& Mnstry of AYUSH and QCI have devabped! accreditation standards for

AYUSH based welliess canters, AYUSH (Ayurveda) Hosplials & for
Panchikanma Clinkcs.
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il Anincentive scheme for adopfion of NABH accreditalion may ba inikated by
Mnistry of AYUSH for ancouragement of adoplion of slandasds by wolnass
conters and baspitals.

12, Dentad Tourism
i Acoordrated nabonmide stmtegy to ancourage this branch of MYT. Al present
most of the mbatves ara at an individual leved, Most of e estabiishments are

small dental clinies which hava 1-2 dental chasrs. This needs scaling up.

i Unike m case of hosptals (here we no standards prescribed for dentad
clinics by NABH, There Is an immedisie need for the same o be developed,
adopted and publcizad.

iil, It & leamt that in Korpla, some innovativo dontisls offer the denly sarvices al
varous ocations 50 vanous sitfings to do a dental procadure 5 planned across
dilferant ocaks in Kerala This ghes a very good vidue proposition to the

patienl,
12, Strongthening of Institutional Structure

. Regular meetings of the National Medical and Wellness Tourism Board
The board neads to meet more froquently and provide guidance and solulions
to the i==ues facing this sector. There is also an urgent naed foe a market
spacilie strategy lor enhanang the infow of MYT

i State Medical and Welliness Tourism Boards
Slnce health is o stale subject. § is essentisd to have stale goverrments on
board, There 5 a nead for siates to constéute State Medical and Wolness
Towism Boards and alon thomsahas with the overald guidance and mandale
of such a board at the nabonal level. This wil ensure a coordirated siralegy st
Do the federal and sub - federal strocture.

il Medical Value Traved policy
it is avident that most of the counires, whether USA, Turkey, Japan or smaller
ones ke Jordan, Croatia, Costa Rica, Malaysia ara extremaly organized n
promoting thamsedves for medcal ravel and ama further organizing thamssives
n regions, Howevar, in contrast, India s Iragmentad in its approach where
ndividued  hespitals have been promoting themselves as the hospital
dostinations. Tha medica value raved stalaholdars In India need to consalidate
heir efforts and siralegze on how 1o leverage tha available opportunitias,
Governments at both the central and state govemments nead to provide
a detailed NVT policy and provide incentives o the stakeholders for

encouraging the same,

14 Government aliances such a MolUs 10 increasa the number of medical
value travelers (MEA, DOC)

i Govermnment alliances such as MoUs to Increase the number of medical
tourists - Enfering irto formal engegements/partnarships with othar
govarnmants coukd anable exchanga of not just innovative ideas, leading
Industry practeas, skilod manpowr, (doctors, nursas. edc.) and tachnology,
bt eso robust medical tounsm, With a formal government arrangement in
place, paoplo will likely be more aware and secura about raveling to Indis to
recate (ualty madical tragtments st fowes prces

v NMEA/MoHFW can help sat up medical tourism hubs in diffarent countries
end laciliate e promotion and propegation of Indis as 8 medcal loursm
daslination. Thess hubs could help spaarhesd focused intisives based on the
epdamiobgical nead of the populaticn fo drive medic fourism in the country.
Thaae hube could also serve a2 infoemation exchange centers for the peaple
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residing in the guas! country (Sourca; FICCH KPMG Report “Medical Value
Travel in India® 2014)

15 Amendment of Acts regulating Health related professional services

17

18,

19

(donul. medical and nursing)

Amanding Indian Citizenship requirement in the Dentists Act, 1048 and
the Medical Council of India Act, 1956: Provsions of the Danbsts Act 1948
and the Medical Councl of Inda Act, 1956 requre that onty cilzans of nda
hervinyg e presaibed qualification as per the Act can regster and practios
these professions in India, Foreign naticnals with requisite qualfication cen
apply for temporary icanse dor limitod purposas such as teaching, tranng or
research. The Indian citenship provisons in the Dantists Aot and Madical
Cownct of Indla Aot are an obslacke In corcludng Mutual Recognition
Agreements (MRAs) in these professions as MRAS can oty be concluded
on tha basks of reciprodty. In othar words, unlass we are propased to give
access ta foreign prodasskanads in Inda, our professionals will aiBo nol be ablks
10 get Bceess in thass foraign countrias. This 18 one of tha most important
reasons why we have not bean able 10 conclde MRAS with our FTA panners
like Japan, Korea, Sogapore, oic. and other developed Gountries. Though
MRAs ara for reciprocal accass, glven the wags dfferentials and

profile of ndia snd our FTA partners, It s sxpacied Mat ndisn professionals
are move likaty 10 benalit from thase MRAS.

A MRAS n dental servioss assume grealer synidficance n view of surplus of
dentists in India — there are moce han 3 kakh denlists in India. Equally imporiart
s conclusion of MIRAS for nursing servicas o improve commeraally meaningful
muarket 200665 1or cur tranad nurses in developed sourtries.

Data privacy
i, To imprave securlty framework | privacy of patient files, 10 creure and
pravertion of its msuse.

To Address Health surance Portabifity Isswes

L Inoan ara of mobily, an increasing number of people am Moving across
counirias for a vanaty of reasone: hobdays, study, retirement snd for work, This
rasas & number of mportant quaestions regarding tha portability of social
security entitlements across countries, Including health-care benefits,
Far the mast common types of internationa molslity and the most imponan!
directions of movements, arrangamenls have herafore bean made 10 ensue
ot leasz sume partabiity of health-care benelits and haallh-cost cover

Use of tele-medicine
I, Need w0 expand lele medicine network. ntermationsgly on the Anes as done in
Africa & SAARC countries. Such felemedicine facilties offer services through

mode 1 & often leads 1o patients coming to India to ged tholr treatmont.

Developing Infrastructure through Mode 3
L India's heakhcare plaers have developed capabiilies to aslabish and operale
haspilals and clinics sbroad. Establehment of salalite healthcare Taciites by

huge hospited chaing, especialy in high polentia! medical value traval courtries
can halp Inda gaen a leading postion in medicd value ravel. However, the
presence of Indian hospitals abroad is limited and steps need 10 be taken
in this direction in order to facilitate the export of services through this

mode Le, Mode 3,

Other Miscallaneous
Page 22 0l 70
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L Sending medica professionats from Inds o Afreal SAARCICIS for capacty

butddng purpose under Mode 4

I Renderng Accrediation servicas by NABH 10 countries Ske Seychelles,
Maldves and cther focus counires

iii, Credt Ina may bo intiatad through EXIM bank focusing on counines which
could ba ised for JVs 0 these focus courtries on tha inas done for Camboda.
Lacs PDR. Myarmar and Viednam (CLMV) countries

Iv.  Key sources of cutbound medical tourism are developed regions such as USA
and UK and emerging regions e Russia, China and Latin America.

n, Enh.ocln' supply of haalthcare professionals

Seteng up of 3 medical college and Maspitad In an SEZ 9 (Specal Education
Zones| | Some countries ane aggressive In promoting edusation service almost
a8 8 business, Education sanices may not have as graat a potartial in torms
of amployment or amings a5, say, tounsm senioas but the invisbla benefits
ara substantial, Gooows spart, tha foreign studants refuming o ther countries
will halp ganerate and foster trade and business ties, We may peopose of
salablishmeant of Madical coflegas in such 200es,

+  How will it benefit India?

= I11ha renowned urvensities run & beanch-campus In Incla, the cauntry
wil hacome an altrective pcation for Asian sludants

F  This will alsc bedp in regulaling the Brain crain concept 8s thousands of
Indian students go aboard each year

L An SEZ instlution, whalher medical or angnaering irstaulion shoukl not be
required (o soak any approvals for its courses; it would need 1o be allawead 1
charga any fees, follow £ own admisson critens and swand 1S own degraas,
and sa on. Such insttutians shouki also be gven the freeciom o affitats
themaelves to any forelgn institutions. Howaver, if a SEZ insttution wanls
recognition of s dogrmes and dplomas n our country, it would ba required to
meet 1ha standards and conditons of affillation and moognson.

v The agvanlages of ercouraging such SEZs are many, Such a policy wil
ancourage he selting wp of worki-class educational Insttutions in the country
and our sludents wil aled get opportunity to bonaiit from such faclities. SEZ
nstutions wauld be able 1o attract and nurture befter talant as they would ba
N & pasian 1o pay mara compansation for their (aouky. Thus, there will be a
general improvemant in the quality of teaching parsonnel; research wil get a
boosl. Hospitals that would be pemitted 1o be sot wp siong with medical
collegas would be abilo to provids tho best of medical cara at much lowor cost
than in tha rich countrias. Once the rapusation spreads, India can bacome the
praferved destination for 1op class Madicare, maiuding dental treatment.

v, The potented of Madicare sarvice runs into bilions of dofars ard over the years,
Indis, givan the profassonal ekills of #s medical parsannal, can bacome the
predarrad deslination for medical lreatment. Such a developmert will creale
significant sployment opporiuntties n the counlry,

L

Tpecl Fronoonr D00 U 0 gR0gnreal s wEROh K ipeculy Asigand ke duty free ctaon SN o 5 e foreign
riaadac docipund 18 b g D« it b dvesdi e
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The nole below & divided nfo difforent soctions. Section A examings Inla's cument pastion
acrtoss yarous paesmetans. Section B makes a case for ustification for incusion of 1nis sexior
under Champlon Services Sectoes. This i done throwgh snalysis of streng®s, vado and
groath opguriunias, Impediments and global ervioament & chalianges. Seciion C proposas
a detai Action Plan along with posaible milsstones in ordar 1o achieve the proposed viskn

Financs and actounts USD 5.72 bn
Business Procass (0.003 % of global market size of
Management (F & A BPM) USD 1803 un)
Exports
Total number of F & A 29 Lakh (estimated)
Professional members

1. Signficance of the sector
i In the last few cacades, pid industiialization has been witnessed sound the

ghabe, encompassing several business sactors, The gicbal demand for speciahized
professional marvicss, such o5 accounting and suditing, has ncroased signdcanily
because of inoreased ntermational frade achvities, and regusany changing glotel
acoounting and auditng standards

& In oedar 3o maingaln one’s reputation and avoid potential litkgaton riske, the
damand for expertise in nlemational accounting and suditing standards, sirong
quality canarol ond profassional parsonnel bias incraased Owing 1o the substantal
base of low-cost falert poot and technology-diven outsourdng capabiilies,
emerping econamies such &5 China and Inda, ere expecie) o caler 1o the
growing giabal demand of accoundng  and auditing services, coninbuling
significantly fo Tie saciar in the near future.

2. Current Statistics
i Finance SAccountancy (F&A), with 8 22% shaee of USD 26 Lilkon expeets n FY

2017 is 1he sacond largest conponent of Business Process Management exports

froem India.

& India's sccounting and auditing sectie revenuo increased by 15 to 17 per canl
during the period 2013-14, This growth was on accourt of increasing Foreign
Direct Irvastment (FDI) and growing business activities in the: country

W Growth in demand for Gudting anid acceunting senvices In India = alvo alirbuted
10 the cross-boster marger and acquisition activitess, which witneszod on ncrease
of 73.1 per vent in 2015, This is5 expected o incresss tha camand for iranefer
pricing sanvices. "

v,  FDIlintansily, a5 8 share of GOP graw. from 1.3 par cent in 2012 to 1.7 per cent
in 2014, thus incraasing the demand for these servces o the country

3. Benefits associated with outsourcing of work with KPO

aper f e o sIRALI R apen 23V 11 4ol GO prvicrs sncior Pobaond 03¢ gt sim stiney pf
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I Steady stream of MBAS. CAS, s CFAS who have technical skils ave suiad in tha
work of firancial KPOs

i Com affectve - Mastly the work aesocialed with KPO are done sl & much kvear
price in companson to the costwhich the argarization would have incurred if it was
suppesexd 10 o that same work within the organization,

W Wark conductad by KPO aee mosily techriced and as such (here are a ol of
professionpds attachad to the work.

w  Orgarizstion ako gats tha boneft of tme 2one, since sometimes KPO work in
different time 7anes, a5 such tha organization can wttize the acvantage of 24 hrs

woeking

4, 3m Sicle Opportunities
The Instlule of Chatens) Accountants of India (ICAI) curranlly has 234,000

membars, alng with 810,000 siodents anrollad in the Chartered Accoumancy
course. This wil ensure conlinuous supply of qualifiad manpower capabie ol
fulfling the requrements of the sudit and sccounling seclor,

il I additicn to the cora accounting domein, chartorod aczountants in Inda are g2o
frained in niche segments, such as valialion, forengic accounting, devivatives.
forex and lreasury management and enterrisa risk management. This ampowers
Theem % ber acleps at handing complex Dusiness stuations.

. Global market nu-

0 The accounting and suditing market compriaas of sarvices pertaining to avalustion
of the rafabiity and credbilty of Arancisl informstion. It akd Includes the systems
and procasses rasponstie for recorting and summanzing the same nfoemation

1 The giobal sudit markel (USD 1803 bitian] is dominated by a few major audit fims.
The combined globsl revenue of thess fums in 2014, having an overall markel shans
of 66 per cent. grow by 6.8per cent, touching USD120 bilion. os compared o e
corbined revenues of USD113.7 bilion in 20137,

Fa lelﬂon to India
Indian accourting ond auditing firms are small n size, which lmits their growth

intormationally, Coveloped aconomies, such as the US| the UK., Franca, the
Netharbinds and Gulf nations, are home to sevaral auditing fims having a globad
reach, Large firms take advargage of the economes of scale. and focus an
expandng indusine-specific knowtedge and echnical expartise. They compete

agarassely In tems of Industry experiiso, reputaton, quality end Gost,
Consiaring 1his scenano, Indian sccountng and audiling firms coudd work on
hesa stratoges 10 cops wieh futire chaliangeas and hudd up Iair axpenisa fast
enowgh 0 expiolt gobal ppporunitias™

1. Trade in services and India's share-

I India’s accounting and audeing sectar mvenve ncmased by 1510 17 per cent during
lhe pariod 201314, This graveh was on account of Increasing Foreign Dikect
Invasiment (FDI) and growing busingss actrities in the country™,

“ I ireion Serare oo Presod K goha coreMnce”, SIWE Separt Agrdd 1A
TR0 reflan Sarain Sectin Fased Ao ghihod niemralense; EPNO Arpory, Aoed! ST 8,
TIThE e S i P T Rl Moy’ G0 UG Regen, Aged XiT6,
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W The new reguladons includng Implementation of the Companies Act 2013 and
canvergence of the Indian Accourting Standaeds (Ind AS) with tha Intarnational
Financal Reparting Standards (IFRS) hava pesitivaly impactad tha percrmance of
the industry.

2, Oppeortunities:

I Management Consultancy and other Services - Furiher, pursuant fo Section 2{2)
(iv) of the Charlered Accountant Act 1948 the Councl hns passed a resalubion
permitting & Charléred Accountan! i pracise 10 mender entre rmange  of
‘Mansgement Consubancy and aolher Serices’. Therefore, as per o
emponerment in piace, Chanlered Accountant has boeen allowed to undertake a vast
catagory of servicas which hava potantial for randanng SaVIces In ovarseas mankat

I Dpportunities arfsing from the use of IFRSMnd AS
& Hammonization with globad standerds (o enhance the quality movement
drive - With the decizion lo converge with IFRS (the converged Stendards arm
known 3¢ Indian Accounting Standards (Ind AS), lodia has kept pacs with this
ghobal accounting revalulion encompassing 149 courdnes, having largedy
corverged with IFRS with only & few carve-outs, overcoming a sange of

chadlenges.

b Domestic demand from companies adopting Ind AS - Wih Ind AS
implementation, the need for IFRS 7 ind AS trained workfarce will rse steeply
acrass rge, midlevel and snal-evel companes. These stancards are Gy
moee complex and requive signficant leved of [udgement as compared to the
erstwhile standards and hence wil fuel a great demand for 2uch talont

o Intemational opportunities from jurisdictions using IFRS ~ with the
adapton of IFRS n 119 countnes, and patsl use in 14 othar countnes, n &l
covring aver 0% of e workd's GDP, and with Inclan warkfaroe being skiled
in the usa of IFRS, there s a great opportunity for F&AA outsourcing from all of
thess jurisdictons 10 India, For instance, the talant pool cen easlly anable the
Fortuna 500 companes using IFRS 10 sat up thoir FEA shared sorvioa centnes
in Incia or outsource thelr F&A funclion 10 indian BPM provkiers.

d. Global opportunities for Indian accountants - Apart from Indks, with over
100 countries using IFRS standards, the skils of an IFRS tained Indian
sccountant become relevant in aach of Bie countries, and could provide gotel
employment oppodunities or [hase socountants.

P — e e =

D e e S

3. Challenges
L Restrictions on inteernational payments craata an ohstads 1o axport servicas
& Basmiars 1o the transfer of tachnoiogy and Informagon systems peevent [ systoms
calioration
i, The regubsiory bodiss nead 1o devilop 8 strategy ¥ counter chalonges faced from
new omerging technologioe v Adificisl  Inteligence, RoboScs  Process
Automation [RPA), Robolics, Social Mobiity Analyse and Cloud Savices, 107 et

4. Justification for Inclusion of this Sector
I, The sector has areated wide-ranging opportunities for forcign as well as domestc
playens.  Strong growth of the Indian econamy has resubled in mare business deals,
not only 0 local markats tut also nternationally.  This has ked to the nse in denarnd
for goroainting Bnd auditing services in Ind@, Geowth n dermand s also allriues ©
he cross-border marger and acouisiton activiies, which wilnessed an ncrease of
73.1 per cenlin 2015, Anoher important aspect that is i favour of lndio Is that Englsh
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is one of the most commonly spoken languages snd s scoapted inamstionally. A
large shave of the Indian populadon communkeatas in English and hence Indesn
audtng Nems coukd cater ta the high demands from 1he Westam work! 1o balp ensire
thew presance glabalty.

s

MUY

[ Anchor Ministry 7 Department | Ministry of Corporate AMairs

Supportad by Ministry of Commarce and Industry, Ministry of
Finance, Ministry of Skill Development and
Entrepreneurship, ICAI

Regulatory Framowork

1. The requiatory framawark govarning e prodasson of accountancy and audit (non-
statitory) in the courtry raads to address mportant chalienges, with the foremost
being tha neexdt 10 put n place guidelines for settng up commarcial presence by
loeeign fiems in & trarsparent mannar 1o get best n clasa knowledge trarsfer and
globat practices,

Allowing Foraign Affiliates

1, Thove @ o scale eurogaln presoncay back door arkty of foreign fiams which
rasulls in difliculties in moniforing thesr aclivities. By sllowing enliry in tha non-audit
sarvices and In managemeaent corsuiting, the raguiations have pravided indiraot
mears for the foraign accountancy frms 1o operata in the audi segment. but
wilthout the laged basis for roguisting tham. Rather, a beger option would be to allow
foraign slfikxe firms to oparate in a lrarsparent manner and to bring them and Fieir
pannes Brms urdhar the smbit of the requiator’'s disciplingry mechanisms,

Olher domestic raguiatory reforms

1. Other domesbc reguiatary rfarms thal need o be considerad should enabile
Branding which indude:
i. o allow Indian firms ko wse logo, ssue brochures. have websites, dieciony
listings;
A legaly permi (ndian drms to have afilaton with intamational nahworks and
foesipn accountancy firms;
I, 1o encourage formation of mukklscplinery fioms, eic, FDI Relaxation
2. Rolnation in alowing FDI i accounting and auditihg services & expected 1o
provide graatar gxposuna o the Indian fiems and boos! their potential to expar
sencas
Easing of the rastriction

1 Easing of the mairction ol 20 companies per auditor in a year rula for an sudit
firm that might allow awdtors o provde servioes 10 mom than 20 chents In 8 year,
Rakormss in this regulation shall boost MSMEs In the accounting and auditing
soctor, &s thoy get 0 major portion of ther wark fram unfisted companies.

2. As per the commments of Minstry of Corporate Affairs, the Ministry has already vide
Notlicason G S.R. 484(E) dated OS'0R2015 avampted one parsan companies,
dormant companies, smak companies and pevate companias having pakd-up shams
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capital less than one hurired crore rupees from Statutory Auckt cellng imt of 20
companies. Henca, furtier essse of restriction would not be desimbka,

1. Mutual Recognition of qualifications may be eetarad mlo with tha countrias where
India seas polental for randenng Senncas, It 15 Importart 10 pariner with giotel
accounting bodies like AICPA {USA), ICAEW (UK), IASE etc. for tis.

2 |CAl shouks endeavor to have amangemente of Mutual Recogntion of Qualécasion
véth other countries =0 that India's qualified professonal are accepiabia In thase
countrias.

Forsign language

1. Fareign language may be made & part of sumculum n ordor 1o equip peofassionals
In the Accountancy &F inance sector for expording sonvices.

Supply side

1. A professional tranng mmmuum.mqwm-wmhm
Accountancy may be initisted in order 10 craate a cadre of qualilied professonals
vilh enhanced employabilty, when: experisa of a chartered accountant may not
bes recuirad. They couks hava specialized moduies in different vedicals like revanue
peccunting, forensic sccounting, cost accounting, Management accounting atc

2 Thewm»unfwmdhmolmimmmm(mmmmlmlmbe
modified in accordance wilh he expactation of the indusyies, for developing base
iaval knowlerna In gionel sccounting tke US GAAR, IFRS with summer inteenahip.

3. Prapering the sectar for alectranic enabiement and preparing to facs the challenge
of Artiticial Inteligance.

Standards

1. Ind AS should be totally converged 1o IFRSIUS GAAP in order ta make Indian
acceunlents raady for competing in e globel market.

2. mwmwmmmmmuymoommmimemww
decision. I consullation with all stakehokliars, was teken that Ind AS, whie
converging 1o the maximum extent feasbie (and which means substandve
conm|wlFR8.mwymoulemodbbnmmmmultm
necessty of Inden economic 8rd regulatory lendscaps maquires thase, Furher, o
dodnbnmwmmwﬁlFRsm:aMbeanum.lwuﬂmbc
appropnate to corvange with US GAAP.

Training/ Skills

1, fummmumulwdwmmmwsmmmm
mdmmwﬁnqmmmmmmmumwm
professicnale. Thase courses may also be made gvalable in vanous cenves
acrss the country for 2 ration-wide reach,
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Z. Minstry of Corporate Affers (MoCA) may consider having  cemificabion
programmes 1or peopis who do nol want praclical training under CA reguiation and
this couk! be & cerilicale in accounting basks Those who mgster under CA
regulation and depanding on the miestone thay completa In tarms of practicsl
training and 1he exams passed, could be ghan different types of cantificason. For
exampa, those who comgplale hall of the practical raining amd heve passed
inleemediate exams could be awmarded cerificals of expanencs acuounting
professional, those who have passad intermediate axam and complale three years
practical training ey be swarded Accounting Technician,

A Use of digited technologes and edeamng and MOOCS (Massive Open Online
Coursas) should ba ambaddad in varous fraining programmes conductad by ICAL

4. Miniglry of Corporate Alfairs slates, many of the raquiremerts woukd not sl within
tha mandata of tha Ministry, for which & would be sppraprale at tha implementng

rechariem is furihar elaborated n the nols,

Geagraphical reach
1. n tams of the geographical spraad, prime importanca can be acoorded o the

Irade relabionshio with countnes sach as Mauritius, Singapore, Uniied Kingdom,
Japan and US A ele Furthar, our interests can alse be there in all countries atera
thare sxists & large segmeant of English spaaking populaticn and mare parscularty
the Indsan ovigin population.

2. Appropriate acton plan may be drawn for msteubons dke Insttute of Cost
Accountants and ICSI have nol bean considerad, though they provide critical
contrnbutions to the financialfcorporate saclor. In this regard, it may be noled that
all these Insthutes wero aslabishad by Spedial Acts of Parfiamant, as statutory
professional bodes. Graduates from Institute of Cost Accountants spaciakzed n
Ceat and Management Accountancy opert from other arcas such as financial
accourting' foransic accounting, corporate govemanca, elc. In view thersol, these
institules may also ba considerad for the purpose of action plans for promation of
auditing accounting’ CoNOrate QIVEMAN0e S6¢VIces,

Rl

Page 28 0f 70

350



Leading Practices Report for Haryana MSMEs

The note below 15 Mvikdad Inta dilerent sschicns. Secon A canines India's current position
across varous parsmelers, Secion B makes o case for justilicotion for inchisian of this sector
ursder Champion Services Sectors. This is done through analysis of strengths. trada o
growth opportunities, impedmants and global enviranment & chalenges. Saclion C popases
a datail Action Plan along with possibia méostones in order 10 schieve he proposed vision

Employment in M&E industry| 0.6 mikon
2016)

Growth of MAE sector (2014)- ny
CAGR

World Position of Ingan M&E 14m

industry
No. of digital screens o India 20009
Fllm industry in nchia USO 2 bilicn
Global revanue from Indian films 6%

(2016)

1. Significance of the sector

L Technologcal changes hava gvan consumers warkhaide access (o a mdtitade
of entertainment and irformetion survices. Technologics! progress, especily
gigtalizaton, reduced the government's abilty to restict tha entry of foreign
contert  nto  domestic  markgt  Wih  inoressing  interactedty  and
intermstionalzation of production and delnary offered by Intamat-bised
beoadessting sorvices, varous countries are modifying thair reguiatory set uwp
andd 0pening up thew markets for foreign players.

I Audio -visusl sorvices are nlso closely relatad to othor senvices sacior such as
touniam, sofwere and racroational, culural and sporting secvioas. Disnayland
ard Universsl Sadics in the US are mporant touwist destinations. The
increasing use of compuergenensted  production  and  special  effect
technclogies have boosted the gioath of entedalnment software producing
industrios.

1, oml inda ;
i Indin not only feces stiff competition foen countrias in other continents, bot afso
from other Azian countries. For example, n animation services and post-

P e b aboat A0 e LA Pk bt UK 000 scree
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production & VFX seevicas, India faces compatton from Linited statas,
Phlippinas, Japan. Mafaysia. Thailand and China In Gaming servicas. t
campetas with Pivlippinas, Malaysia and Ching, and In Fitms and Television
contents, Unitod Stales and Ching are its biggest compotitors™

- TRADE & GROWTH OPPORTUNITES

1. Trade in secvices and India’s share-

L. The Media and Entertainment [MAE| mdustry 12 one of the most dynamic
industrias n India and fourtoenth largest in the world, contrbuting about 1.7 per
cent 1o tha GDP=

1. The major seclors within the indusiry include (efedsion, pnet, fims, radio,
masic, ve events, gaming, Out-of-Home (DOH) advertising, and animaton
and Visual Effects(VFX).

Ik Tha lndan fim industry Is tha Barpast n the work! in tarms of number of fims
producad In more than A Bnguages. and Znd highast folfall n tha workd, Bs
markat ize was astimaled to be $20.5 billon in 2016 and is expected o grow
at a CAGR of 13 9 por cant during2014.15%

. The sector provided fulltime amploymant 1o 461,900 persornal in 2013,
contribating chsa to 0.3 per cont of the total emplaymeant In the country. This
number 15 expected 10 Increasa 1o 748,800 hy 2017, growing 3l a CAGR of

12 Sprer comt™

2. Potentiad for global expansion-

. Potent@l for ghohal axparsion of Indian MEE Industry with tha US, ¥ and China.

o India 1o enter nio co-production radly with the US Lo promole co-peoduction af
fiens,

il FDI policy Beralized in the méormation and broadcasting sector. Rondshows can
be conducied in US and UK to promole srvasimant in Indan MAE sodtor.

. Expansion of foatpent in ferms of dstrisusons of channeis by Indan brondeasters
in oversaas courtries.

v.  Expansion of seritoeies for distnbution of Indian fims=,

L. L T ANEDNENYS I ]

1. Chalenges

i, The MAE industry holds Immense employment ganerson oppotunilies acoss
craative, tachrical and busimass frorts. Tha stabie growth of the ndusiry has givon
a boost to the demand for skiled workforca. Howevar, the availabiily of limitad skil
devetopment nsiiulions remans 8 key challenge. A collaborative Industiy-
academia-governmant alfod is raquired 1o find, deveiop, retain and grow the takere
to allow Inclia to craata 45 own mork glotsally,

I Piracy has hean a maor datanent 10 the grow of the IMEE industry, aspecially to
tha music, fims and talavision segmants, gravely piaguing the reverue medel of
fhe enlire Indusiry, as dlagilimale downlkads of movies and music, and unlawiul
wade of CDs and DV take a big churk out of @ tolsd samings

o Siongent taguldony norme for the MEE saclor noads to be revisted in consuation
with the stakeholders acrass Ihe value chain. Though the mandatory eahle TV
diglization hes enabled stakehoklens 10 plug the ravenue leakage and gan a battar
visitality ower their operatiors,. however, thare s stil reom for more, For nslance,

THTHO b 'y naiyws bl hjarrens el ¥ eadys IUM
FUN A b Cont o 200406 Cormamt /Curveet peions by bad iy of Ovighy

Fiynoterg b the atars - Indins Mo Ka B evanstans v rd i peet JO0S EFSAG PRTH Frgrmer, Marty 7051
FI g vy for the rrede K entarien ment Secns Med & Ertey e mond Shly Coonod Febeuaey, 2014
™ Dadeaie gt b G2 200 T
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a single window clearanoe 1o domestic production houses looking forward to shaat
in Ingie, ncentives to promota film . and market-Lased pacing far TV
channels, ctc. sre some of the measuras that can b looked no™

2. Justification for inclusion of this Sector

| Anchior Ministry | Department | Ministry of information and Broadcasting

Supported by Minigtry of Communicationss. Miristry of Electronics
and Invomation Technology, Ministry of Cornmeice
and Industry, State Govarments

Indan guvamment to recognas the oppoctunities of export of films and promating Incatuns
for film making 10 make the courtry & hub for this ndusty.

Tax Incentives for Film Shoating

1. There are varcus chalengas faced by the country in branding it shooting dostinations
1o Uys OuiRpas fim makers daspie being S0 cost ffective. Some of the points are as
urler

i.  High Costin indis
ii.  Security lssues in Border states
iii.  Line production chames ara an the highes and
. Locstion charges &e on the higher end
v, Expenswve sotity and poicy charges
vl Junsdclion ssues
vil.  Multiple authorty permissions
il Coardination batwean auhorgias

I Tax noentives
2 Most countres in Europe & elsawhsre have ncneased ther robotes in arder 80 atract

more limmaking. Fiknmaking hias become & botter opportunty for many nabons in
prometing their tourist centars and fhe aliracive noanbyes provided by them heve
ncreaged,

3 Taummm&mmmmemmwmmomm
famous tounsm destinetions of cur country az thelr shoating locations snca 2 would
atfract more loursts,

Film Festivals

1. Realignmers: of fim festivals and parinership.

2 Dubbing and subt¥ing in major languages of select flms in CIS. LACG, Arabsc ard East
Asia (Kerea, China and Japan)

Insurance

1. Governmen! may analyzs the possiblity of inroducing Insurmnce n Fim wedustry {o

axpedite Me process of fim financing frough Lanks,
Screan Density

1 OmdmmjofmasmnMwaydnugMiswddg&umolmm

in India Yoy while Incia has about 2000 digital screers, China bas aboul 43,000

i by v i St Paisent oy ghohiod ncomance”, KPMG Repart Aort J0uE
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and USA has about 368,000 screens. The digilal screans have chanpad the dynamics

of the film distnbution cost and revenue genaralion as through satalile streaming one

cen raach out to as marny =screens as dasred in he first woek rolease of the fim Ll

Even though about a decade ago India & China ware ot same level bul in the past

theee years Ching has added 23,000 screens ahereas in india the progress is landy. A

cear policy neacs 1o ba framed for convession and addition of diglal soeen,

Approvd of state government and local governments are biggest mpediments.

The entre success of the fim indusiry depends on contant incubation, marketing 8

distribution natwark and thaatro foot falls. Since most of the action Sos within the Stxte

Goverrament in terms of regulatory approvals for conversion of singe-screen to mubs

sureen or coubie-screen and the range of entertainment tax also vares from 0% o

S00%, Indlustry finds & very difficult to formulate o long-term Investment in the secior. In

2016 Novermnbar, China brought a new Legsiation namely ‘Film Promoton Law' io

bring trensparency, uniformity and predictabuity in the film ndustry. It has halped the

Chinesa Industry In a big way commercialy even thaugh natioral broaxt abjectives aof

China remain undiluted, China — tha multiplex tycoon. where 14 scroens are raisexd

each tay, India closas down 32 screens a day,

4. Govorrment may encournge tha pevate invastments in mudtplexss theough spactal
schamas as & would ncrease tha screan dansity and wil halp in areating rdditiona!
revenue for fims.

5. Most mavias which ara shot in high quality format get degraded 1o lower quality so that
tha world can see i in theatres, Whon & move can't be disployed in ils complete
potansal, the fim dies thare.

6. Craating single windaw and tme bound clearsnce at the lacal govamment lavel for
musicalentenainment events. Effort shouid be 0 move towards trarsparent and
paralty boesed appeovals rather than granting pesmssions.

wm

Supply Side

1. Concerns. The workl's Ligoes! producar of movias disyiue kass (han 10 percent of
it2 moviea sbroad theatrically. The maximum numbar of countries where theso morvies
ara oalling releasad are not mare than 3 or £, whila thero is a market for owr films in
A0 termtonies

2. Governmen! may ostabish more Filn insthules in evary stale and employ passionate
facudlies with practice knowlsdge and Sim making experience (o improve the quaity of
our future timmakors, A poicy 1o promote privade institutes of workd ciass wil bring
talant and tachnology.

3. Govarnment may formulate ereative solubons va foeming 2 councll who would ba able
o provide guidance o film makers on Tdentifying oversess mades!', How 1o markal
abvoad” oo,

4. Governmert may inifiate seminacs, workshops, training campa for our young
fimmaskers ta introduce them to the latest fachnologeal avalubons around the work]

5. The Government may encowrage local filmmakers who wish to agopt latast lachnology
in their film wilizing Imported foreign eguipment by praviding  edeguate didy

exempions ofo,
Goods & Services Tax
1. The curanl GST rale for cnema lidkals & 28%, on par with gambling. Local bodes
can furthar Lax cnamas, noreasing the burdon an ficket buyars. On the other hand,
tha sal-op box subscrplion & home will be taxed at 18%. So for soma reasoa, charges
are more if one walches a mavis in @ theatre than on TV This ateyage needs ta ba

worecied.
2. Eslabiebment of Firn Funds which can provide financing/co-producing tims wil

anhancs alfractivencss of Inda.
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Most of ;e counines affer 1ax rabadss for fiming In Her counires, Thess rebates e
al the federal sub-fecaraliocal govesnment Jevels, Indas needs to look into $is aspect

for encouraging and atiactng fim crews to shoot in india.
3. Explore virgn markets like Atica. Latn Amenca and Central Asia (Kazakhstan,

Kyrgyzstan ele. |, These markats do not have much of produckion Inkiges for s vl
Inclia. This needs (0 be expiored.
Other Suggestions:

1. Courwies live Philppines bave publcized through a two-page fiper on how they anc
cost compettive s compansd 1o other popular ASEAN destnations even without
offering any retales In Indis, excdiuding Tolangana so far rebates are not given for
shooting but we here the coal 8nd scenc advantages aver our poers. Marasver, skillad
technicians are avellable in entertanmont Industry n India with over 32 qualily
Intesnationsd stardards sel.  An exorcise %o bring thees cosl advantagas could ba
undertakan. This would add 1o mbound tows far shooting and gatting fiimmakers from
across the globe 10 India. Thus, to keap abraast with the trend nlerationady. It is
mpartart for the governmaent to consider miroducing fiscal incentives for inkarmational
filn makees to ghoot thair films in our country. 88 8 maans of faciitating cross-cullural
promation and giving boest 1o our toursm, hospaalky and also Fim incusiny.

2. Inda can thirk of studios % be bulk e tha "Universal stadios”, nol only 1o showcase
aur strengths bul a0 1 Doost Gur tourks,

3. ntroduction of Sngle Window Clearance mechanism for quicker processing of permits
plays a crucial rofe N wekoming filmmakers o India. The single window clearmnce
mechanism for promation and facliteton of film producton would cnsure the removal
of all possible hurdies. Saveral countries such as Naw York, Se Lanke, The Makdives,
Fil, New Zeakand, Asstrelia & Crech Republic offer o ane-stop shop for fim crows to
ublaln &8 appeovits 10 shoot movies anywhere in heir country.

4. Central and State government may think ebout fund support | ncantves policy about
fim production in India for intermational fllmmakers. As of now India has sigred oo-
production deals with sevaral countdes including Brand, China, France, Germarny, ltaly
and Canaca and plans 10 sign smitar pacts with potential market ks Porugal. Russia
and South Africa
Singla tax structure pan India for Entertainment Industry & the need of the hour.
Naticnal certres of axcellance for VFX, Gaming sac 10 be pul up in more Satas,
Moare tresties 10 be signed with countres 1o faciitate co production duing Bllatosal
negoEatians, and Inda should enocurage co-production not just across films, but also
TV and digtal media

~ @
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The nota balow is dvided o different seclions. Section A exarnines Irda’s currenl position
Heross varous parsmeders. Sechon B makes 3 casa for justiicalion for inclusion of 1 sactor
urder Champion Sanvices Sectors. This s dane through analyss of sirengths, rade s
arowth cpportunities, impadiments and global envircnment & challanges. Secion C proposas
a defailod Action Plan along with possible milestones in order fo achiove the proposed vesen

Global market for legal services (2014) USD §16.4 bitlon

Madian total legal spanding worldwide {2013) USD 28 7 milion

Value of the legal sector in India {2012-13) USD6.11 e
(1%}

Indian Lagal service sector In tarms of numbear of ¥ largest n tha
Lwyers (2010-11) world

L AR SRENGTRS TSR

1. Significance of the sector to Indian Economy-

L Proper implemantation of lows and regulations requires a well-functioning legal
sarvice soclor, With increasing globalization and constant policy raformes in Indla,
more arvl moes compeanias are willng 10 setup their busness in india which creates
8 demand lor damestic egal servces. Increased level of globalization and
inl=eralional trade bas helped the Indian legal services sector 1o expand as there
= mare requiromont of decumentation, legal advice on sefting up and struciuring
the husiness. The sector is one of the mast resincied seciors bath in Inda as well
as glotally.

Owing to the expertise of professionals in domars sich as arbitration, compotition
law, envronmental law, iInternational $ade law, cuthound farelgn direct irvastment
ard restructunng and insclvenay, Indian legal firms have peramod wal

~m

2. 6umal Statistics
The Indian fegal services market expandad during 2007-12, al & groweh rate of 16
par cart, to reach a value of USDG.8 bilkon in 2012, Tha markol i= axpectod %
grow &t 5 CAGR of 14 5 par cort bedwean 2015 énd 2013, and could wilthess
aguistory changes simultanecusly, due 1o the cantral govemment's intention of
Iberakzing the sector,

3. Iodim axport growth drivers
Inclia hae one of the largest poal of kewyors globally
u Indian awyers hane acnuired axpedise n amegng legal discipines ke
mevpars drd acgustions, infrastructure finanong, pubac prvate partnershp,
oic

W The Indian legal systern has a high dagrea of compatibiliy, with that of the
LS and tha UK.
v.  Presence ol a skilled and Engish-speaking workincoe

TR Mdmwirg Act: Cond Darmft Arafps s of cofcoming WA L) Beveams Aha 1 Al Raooc bt 3, Ay 2000
Poge 34670
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U GLOBAL ENVIRONMENT & CHALLENGES
1. Comparison with Other Countries

I United Kingdom: Exparts criginating fram (he UK. enounted 1 USD 6.4 Ldlon
(GBP4 bilion) 11 2012, with vital contribulions feom kw firns, barisiers, ewyers
ard logal enlities. Maore than 1,000 barristers conlributed GBPID mdlion in eaports,
whureas GBPZ3 milion work of exports ware generated by lrayers,

i United States of America: Legal senices expons ram the U S, reached USDT.5
ballion in 2011, regstening a unform groath of 4 per cent from 2007 to 2011, The
top five markets conatauted more than 50 per cont of the share of the axports, with
tha UK. and tapan having 16 and 14 par cant share, respoctivaly.

i China: Chinese frrs have staried exportng legal services, as some of (he
prominant intermaticnal kw firmms enter China, Other factors contnbuting towards
riang oxports are liberal trade polickes, allances with Hong Kong doms and
slratagic planning by Crunsse firms, Also, !1s One Balt One Road (OB0R) policy
fotiowex) by China, with ccuntras aligned to the stk route, has facitated tormesian
of key aliances with counires.

2. International experience:

1 Several importan! Asian countries such as Ching, Sngapore. Indanesa and
Malaysia. have all miteted redorms, i vanous degrees, and are gradualy
eralizing thair legal services sectors. On the other hand, doveloped countries
ke Japan, tho US. and the UK. alrecrdy have relatively open legal services
sectar, hut subyect 1o spacific domeshic regukations.

I Singapore, shich tocday Is @ hub for South-Cast Asts, including Indian legal
sctivhias, 100 adoptad & calibrated approach to legal services ibambkzation. It is
only partinent that Inda also ushars n at kast basic reforms similar 1o what was

lntialad by Singapore almast 145 yaars’ hack

Cooto TRADESGROWTHOPPORTUNTES

1 uwmms arbitration
The certral government is strving to masse India & hub for inkemationsl comrnercial

hub for commercial arbitration, as & has made both the Arbration and Concliation
(Amardment) Bl 2015 and the Commercial Courts, Commercisl Division and
Commercial Appatate Divison of Migh Courts Bl 2015 nlo Acts. Wo may falkmw

examphes of Singapora, Hong Kong and Londan wihile firssszing basc structurne st
tachnicdl nhastruciure for sech arbiation centers. Mowever, ural institutonal
arbitration & promoted at an arm's length from the formal kegal structure, # may not

succeed,

72 Forelgn interests
L The foreign e fimms besed ool of Australia and the UK. have axprassed thar

Inzrest to enter the Indon markel, espedially for advisory, abivation and
mediaton scrvices

3 Liberalization

Page 3Ssct 70
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I, Tho Indian Govemmaent & consdaring 1o opan up the legal sesvicas seckor to
tareign frma, N consultasan with tha Bar Counal of india (BCI) Howerser, itis bing
avardua snd ehniikd ba dons In phasas:

1) Damestic raloms in Advecates' servioes

2} Pramating e frivs of bigger size

3) Forekgn law examinatans ba ingoduced

4) Indian courts shoukd not be operad for gous servees and hencs,
opinionVadvice be alowed

4  Commercial courts
i Tho Law Commssgion of Mdia has prapesed 10 estabish spacialzed commarcal

couts 1o reduce T time akan 10 resol Migations.
K Toensure is sucoess, repular Gsning and suitable Vansler policy is & must,

fi. Damand for Indian export
I MmhpthmsmiapdlvubpedmutsnnhasmusandneUKaswall
as cavaloping markets ke Franoe, Singapore, elo

" Frmﬂ&wwamemeummuthmwﬂch
can be laveragad by Indian firms.

il Soma countries in Africa aro axpectod to hecorma mportant expart hubs, as they
have daveiopad thar Sas hased on Indian statutes. This mode has consideranie
potangal, as 1h2 global LPO industiy has entered min & high gromth phase and
Indian prodassionals are in demand dua to their proficency in English, smirity
botwoan Indian and other countrias’ kagat systems ard matvely lower labor costs.

5 Demand Yom faragn fnrs 8 anficipatad 1o Increasa on account of Ibaralzation of Indan
legal sevvicas, which is expeciad to take placa in 8 phasad mamner, Also, the economy s
poisad fo grow, which could resul in a0 increased amount of FOL Nlowing into India,

1. Challenges faced by Indian Lega professionals:
I Law firms are prohibited fram induiging in any form of advertisng n India. which
restncts thern from buikiing theek brand
i Indian [ayers are required 1o surrender {ber practios certificate %o the State Bar
Ceuncil, if thay wsh {o enler into an employment canfract with a foreign low firm
#. Thalegal Process Outsourcing (LPO) industry in India s expectad {o face huedes,
s the LS. povemment s planning 1o decroase th work bang cutsourced to other
counirkes and Increase job opportunitics for the LS, r.ntzmo
Wonlorlndulonoﬂhu Souu In_verw of the Strer: ]

Anchor Ministry { Department Ministry of Law and Justice ]
Supporied by Minisry of Socal Austice and Empaasemant,
Miniiry of Commerce and Industy, Minisiry of
Homa Aftairs
Page 36 0l 70
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The Dapartment of Commerce crculied 8 revised Note for the Commitee of Sacretaras
(CoS) on 'Roadmap for Legal Seavioas Relomms In Indla’ on &* Oclober 2015 sfter exlensve
stakahoider consublations. The frst such Note for the CoS wais circulaled in the yeor 2011,
In the revised CoS proposal tha Do had proposad a phased roadmap for openng up of Be
Indian legal sanvioes sector comprising of:

I Domestic reguistory reforms to create leved playing feld betwoen Indsan and faraign

lvw firme;
i Phased liberafization of the sector with mpresentitional or IGOUS PrECICS solody

reserved for Indian advocates;
N Time-bourd framewark Lo raka India a hub for Intermational Ablistion and Medaton

services through an nsStulional framework,
Howover, tha matter was subsequantly trenstermad 1o the Dapartment of Lagal Afleirs on tha
sdvioa of the Cabinet Secretarial {yide thelr Lattar No. 08 12/8201 1-Cab || daled 09.11.2015)

far necessary sctian.

The redevant axtracts of the reviead COS Nota a placed below:

Page 37 0170
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The Depanment of Commerce has proposed a phased saquantial aponaach foeentry of foreign
lawyers and forekin law fems. The madmap compmses of thros brosd Stages - Stage-l
nchdes Domestic Regulatory Redonms, as discussad abowe (n para 5); Stage-il pravides for
partial Eberaluaton of the sector including opening up of intemational arbradion and
madckation services and advisary and non-ltigbus sanices in foraign taw or intemational law
o third country faw. Stage-1l should be implamantad immediataly afier compiation of Staga-i;
Stage-lll proposes tn open only certan adwsory or nan-gous Services in Indian Law (Host
Country Law)  Stage-lll coukd ba permitted aftar 8 resew and an agraed period of
implementation of Stage-Il,
Reprasantational or tigiows prachos of sy law Incliding that of Indian &w hss not been
proposed to be opened (o foreign compelition.
I'he roadmap clearly provides for the requiatary ovarsight by tha reguistor, that iz, the Bar
Council of Indea {BCI) ! Daparimant of Legal Affars.
The roscmap does not delve o 2uch detalis as the scope of practon and actmibes to ba
pemmitted by the foreign lawyer ! legal consultant, quatficastons of the foreign lawyer, titke
be used, discplnary rulas, number of paars of prior praclice etc., as these regutations have to
be specified by the BCI
The roadmap akso spaciies that access o foreign lawyers will be subjod to the principle of
recipeocity, which is also provided for i tha Advocates At The modus operandl of ansuring
mciprocsl access for Indan lawyers and lw frms n the home counlry of (he foreign
lawperlaw firm who is baing granted access o $ie Indian markat has to be workad out
betwean the BCI and the concarmad foralgn regulator thiough agreoments such s the mulusi
rcogniion agrooment (MRA)
The Revized Roadmap:

A rendeed roadmap is baing proposed in the fght of the carlain racant developmants
as discussad n para 3 2 above snd hased on commants recened from stakaholders (para 9

of the COS note)

It s proposed that the followeng reforms need 1o ba Inftiatad, raquirng both execulive and
lagislative sppravals, in oeder Lo faclitate the growth of tho domestic logal profassion and to
creale a level playing fiold batwaon Indian and foralgn aw frmallawyers:

I To oparstionalze the LLP format for advosalos - This may reques amandment 1o the

B0 Rules and /o the Advocatas Act. Tha Dapertment of Legal Alfains needs %o clarify.,

I Topermit market developmant fools as mendionad in para 5.3 above. The Bar Council

of India ndes need to be accordingly smended,
M, To pamit Mulidisciplinary practicing {MDP) firms, espacially in areas of foraign and
nlomatioral lew. This mey raquko amendmeant Lo the BCI Rules and / or the Advocales

Azt
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iv. To danfy the scopa of achvitias that can be undantaken by foraign lawpars J legal
consuttanms and Indian natlonats who are not ervoliad 38 sovocatas.
Stage-: _Partial Liberalization of the Sector
Irtemationsl Acbiraton and Medialion Senices arxd only Advisory ar NoneLtigious Sanices
n Home Country Law of tha Foraign Lawyer & Foreign Legal Consulianis (FLC - Non-

practiong Lawyer) Third Country Law and Indernatonal Law may be sfowed mmediately afier
unglemantation of domeste regulatory reforms mentoned above. Ths coule be dane undar

ANTQITIONS 7O HECWSS 0 LA WSS

The fotowing condilons can be mposad.

L Akreign Bayar who wishas Lo practice in india must be registared with the BCL

K The foreign lvwyer must havve practiced for X' number of years in the Junsdction whare he
Ishe |8 qualified 85 8 lawyer and must D8 in pood standing of tha legal profession in that
|unsdction

Il Foregn lawyars mtending ta peachics in India should ba raquined to produca svidence that
they or thelr parent limns have suflicient furds 1o astabizh thamsakes in practice, and to
maet any nommat RS thay mught Incur,

w. Dalsiled rufes (regarding qualilications, scope of practios and activilles, litke 10 be used.
ndos of engagemant, dsciplinary ruks, atc.) should be made %o rogulata tha provision of
sarsces by the FLCs (who are non-lowyers),

¥. Regulations / nules will have fo be mads regarding the types of legal entises that muy be
pemnitted,

vi. Reciprocity should be required of the foresgn lawyersFLCs home state with regard o
fresdom of Indans (both kiwyers and legal consultants) 1o practice bw there

vii. Foraign lawyers / FLCs practicng in India shoud be sub@ect to regulation by the Bar
Council of Inda; there shoukd be provision for co-ordination and consullsion with the home
state reguisnony body, and the home state regulatory body shoukd recognize and enforoe
penafties impased by the Bar Counci of ndia on foresgn lawyers fram its jurisdiclion.

vii. This opening can exclide same sensitve calegones of law for farekgn iavpers. For FLCs,

the stope of pracice and activitas chould be clearly dafinad. In ofner woeos, for forsign

lawyers, hera may be a nagaive st of acivibies; whereas for FLCs, there should be &

positive list of activitas defined.

i, This could bo dooe afler @ review ard an agraed period of implemantation of Stage-
outlined above and joint review of Stage-ll by all stakcholders.

i The experienca ol apaning up of the Advisory Services In Homa Country Law of the
foreign lewyen™LC, Third Country Law and Intamational Law (Stage - ) can provide
valuable ingights into the other typos of legel antities to be permitad ot this stage, etc,

W, Any practice of indian law by a foreign lawyer/FLC should require a pre-quasification
examinaon in vanous aspects of Indian law by the BCI ard wil be subject to the

princple of recprocity.
fr.  Further, cerain typas of legal work wnder Indian Law shoud be reserved for Indian
advocies.

Page 300l 70

361



Leading Practices Report for Haryana MSMEs

v.  Detasled rules oo engapement of FLCs should be specified as mantoned in stage - 1
It is Impodtant fo note that representational or Mtiglous practice of any fsw ncluding
that of Indian law has not been pvoposed to be opaned to foralgn competition. This is
cloarly reserved for Indlan advocales.

NN AINNT SeTVICG:

AL

I, [Pigr Arshirgfion

AL AL

R ALY

ake e [ )
The revised roadmap praposes apening up of interrational arbiraton and medisfion sesvicss
&5 pan ol Sage-l. Immedately aller ushering In of necassary domestic regulaorny refonms.
In this regard, the Depatment of Legal A¥airs needs to clarfy whathar any amandments sre
raquired either in (he Advocates Act or in the BC! Rufes. n the light of the earker Court nulings,
1o ensure mesningful pariopaton of foreign arbivvatoes in inlemational commercial arbiration
In Ircla

India als0 needs 1o devednp an instiusonal framework for commercial arbation as agans!
‘ad-hoc’ arbdraton pravalent in Indla. Insatutional arbitration has come up very well in ciles
like Landan, Paris, Singapare, Dubai, Kuala Lumpor, atc. with govamment assisance. Apart
from faciating maxpansiva and spoedy justios, institubona arlbtration G ba a hupa scurce
of revanue for India. The need {8 80 hava good centres of axoallance. This can be achierod
with suppart and initiabve of the Government

0
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The nate below &s divided into different soctions. Section A examnes Indin's curent posSon
Acmss vanous perametars. Section B makes a case for justfication for incuson of this sactor
under Cnampion Services Sactors, This &5 done through amalysis of strengths, ade and
growth oppontunstes. mpediments and gobial emdronemen| & chalenges, Section C proposes
a detaled Action Plan akong with possible milestones in order to achieve the proposed viskon.

Total revenue of the IT industry USD 154 tithon
(2017)
Indian IT exports USD 117 tbalkon
Contribution to GOP 7%
Share of IT sector in services 4%
exports
Employment 3.0 milion {approx. |

S S S
1. Significanca of the sectar to Indsan Economy-

I The Indlan infamation technology Ddustiy has progressed over the years
from being o provider of cost effective techoology talent for globsl enterprises
10 being & stredegic patner helping businesses in technalogy enabied businoss
trarsformation,

. The Global Delivery Modal approach, planeered by tha Indan IT serices
ndustry wharein compiax technology projects are broken down Inda subl
systexns snd modules thal are delvered by a mix of corsuRants working oesite,
closer to customer, and n near-ehoraofshorg locasons becama one of tha
most impactiul business model innovations In tha pest faw decadas and sat the
banchmiwk for the knowledge industry valg chain across tha world

1S BCross industies such 88 Asrospecs, Autamotive, Energy,
Pharma. Bio fech, Semiconductors, olc. lvaraged this phenomanon and
establishad global research and development (RED) and product devedopmsnt
nebworks to access local takent and market opponunies, therety bulding a
network of glodal knowedge vislue chain through 3 mix of RDousa cantars and

partnership

i, Coming to technology services exports, India enjoys a cost advantsge over
other nations. According to NASSCOM, Twierl ctios in Inda, such os
Bengabun, sré §-10 imas mar cost-afficiant $an other low.cost desSrations.
A few initialives takan within tha Industry ara tha adoptian of the howglass
moded for emplyees instesd of #e radiional pyramid model, handlng of
mutple clents by a single project manager and moderate wage nflation etc.

Advantage India

Frhe (T EPM Sector by indlo “STRATEGC REVIDW 201 7; NASSCOM 2017
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Labour arbilrage driven by strengthening of the U S, Odllar agamst the Indian Rupes
Suppartive slake and nabionsal goverynent polcies

Substantinl inlent pool of shilled IT profeasionals. A large aumber of thase sdllod
professionals are young and English- speaking

Launch of the Stt-Up India, Stand-Un India initiative with refonms and incentives
for startup enbepreneurs, aase of registration and winding up of such businosses
ard plans to set-up startup incubotors and hubs in mulliple acsdamic Institutions

across statas in india
5 Pravalance of an onmpwuﬂnp culture = India Eading 1o emergence of 3 new

LN -

-

Competition 1o India

1. Indlian vandors face compettion from bath &rge giobal sanice peovdens as well as
riche fums and starups @ ronter tachnologies. Latin America and Eastem Ewopean
counlries radilioraly competed with Inde for near-shore and offshore delvery
infrastruchre, and most large vandors from Inda have estoblished debwery presance
in thesa locations 1o cater to the near shoe marked In the curant anvirnnmant
countries ke Philppires, Vietnam, Malaysia, and Indonesia ane also emergng &5
palential destination for delvering cost elfecive IT/BPO sanvices.

Comparison with Other Countries

1. China has slawly camented its position as ona of the emerging 1T markels wordwide,
glving faugh compatition to tho existing sarices markats e India, the U.S. and the
UK. In 2015, China's spending on information and communications technology was
prajacted tn crossiS0465 b, achweeng a groath rste as high as 11per cenl
Expansion of the Chinese technology markat s expectad to account for 43 per cenlt
of tha tech-sector growth wordwide

2 Japen iz the sacond largest country In tarma of 1T spend (over LISD126 billion ™
Accoeding 1o e Jspar Elecironks and  Information  Technology  Indusiras
Associetinn(JEITA), In 2013 Japenase electronics and IT companies manufactuied
35 per cant™ of thesr products in Japen,

. TRADE 2 GROWTHOPPORTUNITES
1. Global market size-
A The worldwhie | T servicas mirket Is expacted 1o reach $338 billon 1 2017 and
tha giohal I'T spanding is cxpactad 1o raach $3.5 trillon,
b, It s forecasted that thara will he 26 bilon Inarnat connected davices snd ovar

4 bllon intarnet users by 2020

2. Trade in services-

a Indian 1T, & 154 billon USD industry, is an outsourcng powerhouse which
commands with 55% share. With lotal Indusiry spending at USD 154 bilion
including USD 116 bikon in axpots, the ndistry conlribules &t 7.7% 1o the
country's GDP ard accounts for over 49% of sandee eoports.

o I ofeo employs over 3.9 milion poopie™.
e R

R p S B e enat com XA LIND AR XKt bona Mgy Vg sar wmnid 6 ol ihing dben by prad e/
FACE TTASerw i sO00 i Semniond K1 M d3OUOE R ARTER ) Mttt Syt

VUITA Sernnmnnda e vt Sers oo anw Mans £anin b foe dwne st Tag Manits Raye

" The IT-0PM Sector i bhdls “STRATEGIC REVIEW 2017, NASSCOM 2017
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1. Challenges and Constraints-

I Cyovor secunty and qually management are few key areas of conoeen in loday's
information aga. Te aversame such concams in today's global IT soanano, an
noreasing number of 1T companies In Incia have gradually staned W
gmohasize on qualty 1 adopl giobed standards such as 150 9001 {for Qualily
Managemeant) and 1SO 27000 (for Indormaion Security). Today, cenlors bagad
n India accownt for tha largest number of quaity certilications schievad by sny
gingla country, ¥

i da aims to transform iselt it @ tnuly deveionad and smpowered scciely by
2020. However, 10 achiove his growth, the sectar has o conlinue %0 re-invent
itaelf and strive for that extra mika, through new businass modals, globd
delvory, parinerships and Iransfarmaton. A codahorative effat from al
stakehclders will be peecad 10 ensirs futlre growth of Indsy's ITTes sectoe,

Justification for Inclusion of this Sector.
| 1o b ! higyi

I viaye of Ihe strengths that India has, there 5 2
for_achieving highvar oxpor arowth. To realize india's potential aod

Anchor Ministry / Ministry of Elactronics and Information Technology
Department
Supported by Minisiee of Finarca, Extemal Afurs and Doportment of |
Commerce; State povemments, Mnielry of Schnce amd |
Tachmology ‘

1. Future growth engine for India where IT will bo drving the change
a. Big data/ Analytics | AP*
|. Create Centres of Exceence (COE)*
These technologies have very high growth potartal but ol the seme
tme. they will have Lo be nutured. Towards this, the Industry needs o
focus on creating CoEs which can gabanize stakehokiers into action by
Lringng them togetber, enabie R&D, co-create, dsseminate knowlodge

&nd elso provkle coworking space for starlups.

. Croating an ecosystem whare compamnas thrive and innovate
Towards this, & favorable raguiaiony srvronment needs o be aealed
which faciltates Ease of Doing Business Because s mdustry &
talent driven tha focus should alsa be on the supply Sce - bukd
academic ngor and a system which imparts the most relavanit skils 1o
ronder the Elent world-worthy. The dynamic ralure necessitates that it
ig & continuous procass and Not 3 CNE-UMEe EXANase.

Ik, Encourage companies to use theso tochnologies for salving

soaiatal problems

R A e 2 Y bl TICD wemde_senten 1T gdt
R S T O
PN Cordsn of Bacolioncn
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Passmists oflon soo the naton theough a lens of challerges = 0 many
areas — education, inclusiviy. healthcare, powsr, traffic managemant
ctc. Huge as these chalenges may saem and yel. they are all biian
dollar opparunitiee waiting to ba soked, Using now-age techmlogics.
they can ba solved for India and replcated in athar merkets ag wall

b. Smart Cities

i.  Put Smart Cities initistive on the fast track
60 peejects have aleady baen commissoned and ara uncar vanos
stages of progross. 40 more aro stil aaaited Lo Bring the numbar to 100,
a8 svowned. The imeline is 2020, ang to meet 1he deadling, the projects
will have io ba fast-Sracked.

il.  Promote use of technology to create better govemed cities
Tha man componants are: Oty Governance, Ops & Maintenance,
Public Infra Assal Maragement, Integratad Operations and Cazen
Services, Obwously. this roquires multplo stakcholdors and an
inlegrded epocoach which can be achioved through appropriate

deployment of technclogy.

&,  Take away procedural bottlenecks to encourage FDI

Iv. Encourage foreign companios’ investment into this initiative
Davelopng Smart Cities requiro consdarabile imvesiments, I can ba
done through varous mechankms — Dabt Msrket, Equty stc. Investars
will have to be adequataly reasrded lor pulling in money — thrcogh
varous tax incentives and tha peoceduras should ba user friandly as
wall. Driven By PPP modeis. (he support from the govemmant wit have
10 be clear, timaly. sustained and forthooming without any room for
ambiguity. If thare's gong to be heavy mvastmant In chaan anargy (for
example] thon irvasiors would want 1o know the exact nolure of banaits

and how they can bo avalled.

c. Smart Manufacturing

i Aviation

L Medcal davicas / affordable Heakh care

. Aulomotve revalution: Connectad cars. aulonomous cars

.  Engrgy: baltesy for electng cars
The reakms of manufacteing are shifting at a rapkl pace, Whather we like It or
not but the warkd is movirg towaeds Industry 4.0 whvch in dalinition would be &
threat (o Jobs that Indlia intends 1o produce through Make in Indla msathee bl
wi Nave bean Bl bahind curing Indusirial revolution and we can't efford 10 be

out of s new revolution that is now unfokding.

Indéa naeds to buid ecosystem whens invesiments into sectars named abave
matanalze These varticals wilk redy on softwara skils In combination of the
hardwara ecosystem. Aad moes mportantly i the need In the sociely bare
where country wil maka lof of investments, It should be our andeavor 1o not
apand on importing [hass bul developing localy

d. Cybersecurlty
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Aansomeare was 8 wake-up cal for Inces which came 8t & low cosl. Bl wo
aren't going to be as lucky every lima. As per Kasparsky, India is high on larel
and pehaps even in tha top 10. Batween 2014 — 15, the inckience ol
cyborattacks graw by & whopping 117% which put puskd 0 sl srguiments soo
India being sate. The govemmen!'s rviarsted support for gong detal mearns
that we have 1o head (hs thraat with all eamestness.

The Cybarsocurily global markat is ot 85 bilion USD todsy and is sxpacted 1o
touch 190 billan USD by 2025, Tha Indian opportunity in this lima frame s
expected 1o be USO 35 bilion. Seen a8 o thieat or as an oppadunty, it just

cannot be passed over.

e Agri Tech
i, Drones for buller crop managemant, damisge sssessment, &ic.

W Sail nuitrdert analyes for apnchmant ndervention Vough sensons

ik Drivadess ractors

. Latest lechnology 10 mprove productvily

2 Naw oppartuny steas
Themes thet Indin needs 10 invest in today which could opan new opportunty sreas
for Indian society than just creste cpportunity far Indian IT
a2 Make India Education hub, India's much avowad promise - demographic

dividend. In 10 years’ tma, 65% of the population will ba less than 35 years of age.
As on dale, 12 milion peopla are bery adoad annually to the workforoa, xliars
spancrmnmans:mmmrmmmmsmamommm-
amount of mongy that woukd be more than sulficent to create workl-cloes
institutions here al homs, Moreover, the quality of education can anly be made
urvfam to such a large baga, through technology.

b. Make India affordable healthcare hub Medcal Tourism. & term conad by the
mexdia @028 lEnd 7 Sobd perspeciive on what the country can achieve. Walk Into
wdmwmmnmm#uhmmmwohmmm
number of averses patients who come %r traatmant, On the other kand, ¥ you go
even a fovel bakow, the heslthoare infrastructurs is woetully nadequate, How can
walworagnbdmdowbadmmsewmmosps?mummannd
talent - each yeur around 14 SKhs asprants fight 10 win fow thousends medical
sagls each yer but we simpdy do not have guality insbitubions here. And bocause
ol thess issues we lose our bast of brars 1o other countries. Some structural
reforma noed 10 bo undertaken Nam,

1 Countrkon wharm we need 10 panutrata and crsate badges for tho futare wanwe of wriawth

8 Japan Sooety 50 uses Dam Analytcs o creale belter sockety for all, we noed

promiote similar measuras In ndia by Centre and state gont.

b, Gmww:muhw;mmnnulhomommhlndhwm
countrios 6.9. Jopan s Sodety 5.0 Vs inda Socety 20 smilary Germany is
promoting ndustry 4, 0 wherass India Is at Industry 2.0 danafy the gap and come
up with readmap
Ching plans to use Big data for impioving its Governance

Isreel is creating water out of thin air
New age of imnovation is coming out of not so traditional centres

san
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4 Duomueshc mtdintives tat ane rogquind
A What Is thal wa need 10 do at home to ensur wa are leading and ready to

attack ail these opportunities?
i Foous ondomestic morkel which remains undar-servad. Hugo opportunity for

the SME= 1o adop! new lechinalogies.
I Talent davelnpment with a focus on dgital lechnoingias, espacially.
il Cybersecurily measwes have 10 ba bofsterad sionificantly.
. Foous on building a collaborstve eco-syslem.
¥.  Invostments in RAD and creaton of IPRs,
vi. Croafing Conlers of Excslence at distned snd block level for appled [T

education
. Making availabde data sources available by various govt. run institutions o
companies that couvld make innovative solutions viz. Pollution, traffic,

healthcare, education, policing, tourism hub, otc,

The atartups look st these challangas as balian dobar apportunties. Moraavar,
SMAC, loT and the fike can be lkeveraged to cke oul solutions. The allicacy of
theso salutions woukd depend on the quality of input data,

o Shills agenda
I, Dows have assessment of types of skils that the world would nead

tomorrow?

We do have @ fuir assessment of the king of sille 1hat will be reguired lor
he fukire. Howavar, sansitization may not ba undorm and In somne quarters
It may require moe alfons 10 gat Me MesssNs 8oss

ii. b our supply chain geared for 7

As 1hings stand, it would cal Tor concerted efforls 1 make Il happen. We
have to remembes it wer ars taking of very large volumes — headcount.
Al atakeholders — governmant. academin ond industry wil have o work
cofaboeadvely. A silbad approeach will not serve the desirod purpose.

Privacy law: With tha agvent of Digia revoition Indla wall neadd robust Iramawork
10 quard privacy issua.

e. Concrete policy on data sharing / localization: especialy in cxse of aoss
border dala flows

f  Ring-fence our axisting markeis and ravenuas by fighting protectionist
sentiments. Inclan 1 has created value In all e 70 courtnes that & has mado
nraads into, This is in tems of revenue, providing employmenl, paymeant of taxes
and halping the industoy grow. 75% of Fartune 500 companies am being sanved by
Indan 1T compankes. Tha value needs to be articutated scross mulipda forums. Bl
our mapy markets (2. LIS and the LK hava umed proectioniss and taking the
word with them. I is necassary Ihal devaloping rations promola the idea of lee

trache sewt load the way,
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The note below & divided Inlo different sections, Section A examines inda's carert posiion
poross vanous parametans. Soction B makes a case for ustification for indusion of this saclor
under Champlan Sorvicas Seciors. Ths & done through analysis of syengths, rade and
growth apporundies. mpediments and glotal emararment & chatlenges. Seclicn G proposses
a detated Action Plan akng with possible miestones in order (o achieve the proposad vision.

Indéan logistics sectar (in 2015) LISD 123 bilken™
Spending on logistics and 14457
transportation sector as a
porcentage of GDP in 2016

Logistics Performance mndex 35
(LPh
Employment 220 Lakn

RO - ) SSeeeaem——— e
1. Slgrlucsmofmouelot to Indian Economy-
The Trarspon seclor has become an Intagral pat for tha economic
devetopment of Inclia, 8nd is among he high growth focus sectors in he
courdry. Inda spends arourd 14 4% of its COP on logstics end brenspostation
as compared to less than 8% =peat by other developing countrias,®
i The Indesn transport seclor s evaleing significantly, driven by the rising
Investmenis, mega nfrastructure peojeces and Gvorable regulalory policies,
amki = mpoding econamy. The sector encompasses oad  and  rall
transportation, shipping, aviation and logatics services.
Advantago India

1 mlaximioum largest rail fraight carrar I the world ared the largest passonger
r
2. India & 1ha ninth largast civil aviaion markat n tha work! In FY2017, civil aviation
secir of e witnessed a growth rale of eround 20-25%."
3. The maros! has witnessad the conscfidation of small snd medium size erdemrses
(SNEs) 1o prowide pan-india presence and improve overal profeablity
4. Therte is an adequate labour pool available at 8 low cost. Sar basic handing and

Moaror STNT reoe. Thw indher Serdom Sector: Potsed bor gladed eceneescs - At 2108
"Vebtle  Mmpart e Strvom letor A M Teoe Ol Opgettaedy  for Gotd Sembkte Growedo

Sur Ll ppsfie® s sberon/ael Azt 58 aer ML denvag oyt
A gt s et ] e b LSS 100 Rt iy SOUDE Sarn g Wber. Ay J000 Euaienn Starteed

TS Foptrt eba Seracen Sortar A MY Te Bioe Dober Oppoctanty b Godel Spvbate Gawt
¥ Debotie Fepmet, beda Sermies Sexion A Myt Trlion Dofler Cypetisnty b ok Spmbit i Grow
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Competition to india

1. The United States and Ewope are waders in exporting logistics sesvices with an
estabilshed hirastructurs and capabilties

2. Duber and Singapore have akko amespad &3 major rans-shipment hubs with suitable
Capacty and nfrastruciure.

1. Globad market size-
. The vslos of the glotal transpont sectors Skands ot USD 2,787 anin 201724
W Globtad logistics industry was valued at USD 3.04 trllian in 2016

2. Trada in sanices-
W India’s vansportason services axpons in overat BOP were valied at USD 14004

million In 2015164
v,  The Indhan bogistks sector ts expected ta graw from USO 123 bilken i 2015 0

USD 160 bilion by 2018
v.  India spends asmand 14 4% of £s GDP an loglstics and transpotation sector

S ST UNCERMIENS o T
1. Challenges and Constraints-
| The existing Indian transporn network & 8 nalural conseguenca al 1he sormewhst

disjoired exscutivee decion meiryg process thal has been charscleastic of owr
tmnsport planning spproach aver the yoars. The result is a forfrom-optimal modal
mix

L Dn}nsmommw:shoﬂw.dﬁlbdmm prafessionals at all kevels, snd
across @l dsciplines and ak nsitutions.

Wonmmlwmammwmmwmmmm

Supported by Ministry of Shwpping, Minislry of Road Tranaport and
e Highwoys, Minitry of Railwoys ond Ministy of Civi
- aviation, Minstry of Labor ard Employment, Development
» of North Eastern Region, Externsd Affairs Micro, Senafl and l
' Madlum Enterprises, and Doparnment of Commesce: State
Govesrrnents ‘

" s Al T S e Ll S L PP

N Sowne M wwe ook
ooy thaate
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1. Croate mter-ministerial cocediration mechanism fo achiove aplimal muti-model logetics
srrangemnents: 6.9 National Logistics Devalopmeant Council Mafaysiae National Logktics
Committae, S. Karea.

2. Devedop integraded action plan based an comprehensra gap assessmaont and planning
for seamiass mulli-modal logisSice that minimezes aconomic coats (DoC warking on
Naticnal Integrated Actlon Flan)

3. Prudant policy and reguatary framewcrk for transparent development and operation of
bgistics nfrastructure with prvinle sector participetion.

4. Foous an bath transpor and alliad infrastructure mioted to matarial handling, warehousing,
trans-shipmant efc. for integration wilh glabal vaduo chains and explolting opportunities far
ageregation, repackaging etc

5. Davelop Nationsl Logstics Fortal 1o provide all logistics solutions, includng faciltateg
ragulatory claarencas, aooess. payment of sanice charges elc.

B Expansion of raad infrastructure and focus oo (852 mile roacs connecting all roads and por
terminals, Including unused and underutitized alrports, 1o warehiouses and distribution

contres.
! Focus on development of alr transport infrastructure and multimodal connectivity

(like cold storage, packing facilities, IT infrastructure etc) at Tier-2 and Tier-3 cities
for handling both passenger and goods transportation. Movement of goods for
domestic consumption must be promoted by Alr- today It Is truck first.

8. The development of multimodal logistic parks wil rnprove the entre logistics network
in inclia and Jead to efficont operations

9. Reducing tha logistics cast from currenl level of 14% of GDP 1o 9% in a tme bound
marner.

10, Devedopment of pew IT-enabled technological systems wil kad o improved
operalions, erabie Hohyevel racking as well as help in removing inefficencies. *Vahaan"
and “Sarathl™ may be developed ad positive influencers in the overall transportation
sector.

11 Focus nimducing green logistics to hal improwe: the emdrcomental foctpent. Given the
huge coasiline, dedicated Inland waterways should be eamarked for development

that can serve a green channel as well as decongest roads.

12, Indla faces incressed mquikemants for skils with demand for warchouse maragers,
coastal saafarars and 1T services axpectad to rise m futse. A key enabler may be
Introduction of logistics and supply chain management as part of curmculum In
colleges, Cll and National Skil Development Corporation heve set up a Logistins Seclor
Skil Courcil o addrass these issues through siructueed skilied program. This needs to
be taken up, while ensuring that suitable skills set are also provided for the air
transportation segment workforce through a speciaized program davelopad by
NSDC so that skill gaps herein do not impede growth of the overall transportation
sector.

13. Digitization of warchouse operations 1o strengthan supply chain opeenbions and coet of
ransport and legistcs operations.

14 Quick pay-off projects thst can agsa tha capacky constrairt at the fastest should be
priceitized.

15 Fecus on promotion of E-<commerce snd logistics Loglstics may be granted full-fledged
industry siatus, so as to ease access to alfordable financing.

16, Developmant of common usar facilities for all typas of cargo In selected regions/
hubs of the country, multimodal legistic parks, and dedicated freight corridors, so
that cargo for air, rall, road, inland waterways are ship may be handled on a single
platform/ point which may enhance cargo flows (domestic and international), This
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may help in enhancing the outcomes from pume multi-modal logistics, especially
those designed cator to speclalized cargo viz. perishables/ pharma and lifesaving
medicines! high value electronic and electrical sguipments ara appliances/
aerospace and dofense. Presently, there are diverse indusiry cluster zoned across
the country creating supply chain challenges which incroase cost of transportation
17.Focused Invesiment on folal copacity creation Including rollng stock, assal rengwal,
technology induction, information technclogy, dansfied investiments in modomization, et
18. A more ntegrated approach to be taken of transpord as a whale end chowas will need to
be made an the priorities o be placed on different invesiments,
19, Priovily should be gwven to projects such as Dedicated Freight Corridors (DFCs) which
are self-inancng and critical, in urder 0 achisve e target of S50 por cent share of ralksnys
In traigint
20 Consolidation, Integration & Organization of industry
| Though cartain lirge players have goae in for consclidaton by 1aking over smader
players, it bacomas of peme Importanca for the ndustry 10 move Fom unarganized
10 organized

it Initiatives by Govarnmant for continuad kbarstizabon of foregn imvesiment will
anable MNCs estabich larger scalo & best practica drivan outsourced logsies.

M. Deysiopmant of mobust chaaring mechansms will help the industry.

21. Customization & development of processes & systems
I Asuccasshid suppy chain shares dats between mullipie parties — manutacturas,
customs dapadmeonts. ogistics providers and retalers

i The Hgh performers have moved well beyond uging IT maraly as an enabler of
intemad process management. nstend, they leverage their proprietary cuslomer-
facing technofogies 1o snpower their customers. Inporant 1o onNgoing succeas will
De the ablity 10 cevelop more “intedigent” services, more dynamic planning and
Incresssed aignment with customerns’ operalions and processes,

22 Creation of standardised training infrastructure
I, Setup and operaton of raining inlastruciure & an activity that requires o koong tam
viaw and signifcant wkont investment making It 2Kin 1o most sectors where
government paricipation bEComes Nacessary,

i Creation of training niastrocture with the haip of PPP intiatives will help in
daveloping axtarnal franng

. Establishment of 3 nodal logiics insttute or 8 natwork of institutes in parnessip
{ suppont with the govemment

v,  Support shodd be provided for good fraining cumicala

v.  Privato entroprancurs to set up commerad vantures and provide imning

23, Other Suggestions
I, Tourst transport operatars should be allowed 1o impornt cars and spacial purpese
vehickes for the tourkstic purposes under EPCG schome.
i Al tax payments shoukd be accepled coling Lo aveld long delays end queues,

M, Drivers trsiring laclities are far kess than what & required to meet the demand
across Indla. Therefare, it is becoming astremedy difficult o get experenced drivers
for lowist vehickes, We should have drver training faciftes in all toursm centres
uncler Skill Incsa Program.

E-COMMERCES LOGISTICS
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Indian-expartars today 1ace chafengas In reaching ouf (o giobal cusiomars, unless hey
rapresent inlermationaly acdiaimed brands. They need 1o Invast heavly In marketing and
fullilment to reach oul Ip avarseas customers, thersby incisrng a substantial addticral
cost leaving them with & vary rarow profit margin. Thus. mare often than not. theay find
themsahes unatie 1o lap o the glabal damand. Exparding into imemational markets
coninues ta ramain a challange for Indian exporters, even though tere Is a high demand
for Indian goods abraad

E-commernce presenis a unigue opporfunty ke these exporters to drectly reach
CUSIMENs in groaing markets wieh minamal invesiment. The exporers gal a chance (o
feature their procucts on marketplaces et have high tralfic, expandirg their reach 1o &
farge number of cuslomers. As per the MSME Minisiry, £ is astimabtad that thare are
alteady mam than tan Grkh Indinn business-to-consumes (B2C) exporters making use of
Ehelr own webstas or othar 8-commerce pietionms and sockal meda stes 1o sel poods 1
irtemabons markels. Therefore, § & mponan! 0 empower these 2 lakh and many mare
sedars 1o start saling their boeally producad goods glotaly,
E-commerce plays a crucial role 0 giving a fair opporiunty (o new sesters caring essar
known brands 1o sal in intamatonsl markats. In order to caplura this appartunity, s
government would need i erable provisions thet recognilze the oparating model of cross-
horder acommarnca, smplfy regulations on customs documentation in logistics (forward
and reverse shipmerts) forex rvward remflancs, laxaton and warehousing provisions for
destination markats.

Role of Logistics
1. Kay policy lssues

Current_regulation; |. Secton €12 Consignmen! exports ol REIFEDZ015-16/11 FED
Master Drecton No. 1672015- 16provides for consigriment exporl whearein the correspondant
{ agant { conskgneas may deduct from sale procecds of the goods expenses normally incuered
towards receipt. storape and sale of tha goods, such as landing charges, warehouse real,
Fanding charges, ste. andd mmit the nat proceesds o fie exparter, I, Section C13 Opening /
hinng of warehouses abvoad is spproved theough AD Category -1 banks. AD Category -1
Lanks may consider (he applicatiing recened from exporers and grant permassion far
apaning { hinng wamhousas ahroad subjact 1o cartain condeions, Both these mguiatons do
ot consider the a-commerce axport mode where axports waaer to hire a warsheuse and pos!
saes, tha expont proceads ams dishursed through the markstplacs

Impact: Cloze to 707% of sellers (20.000+) employ the warehouse model of B2C e-commerce
exports whemn exporters fsellers do 8 stock transfer of thelr products from India to desthation
(foreagn} markeplace warghouse and then on recaiving arder Fom customer, Tullil from that
warehouse, Both the roguiations detalled’ loave these 70% of the sellers out of their puryiew

Recommendation: i. Under C12 ‘Consignmenl Exports’ may provide poinl {vi) When goods
hava been exported on cansignmant basls for $ha purpese of B2C ccommarco axports n
foraign mardaetplacs, A0 Categary - | bank 1o vorfy export proceeds raceived by exporter
Hirough marketplace i, Under C13 'Openinghiring of worehcusas abroad” may pravide point
(vik] When hirng of warehouse spaca st e-commerca marketplacse sbroad for the purpose of
B2C E-commerce, AD Category | beank to wanve off point (1) and point (il) abore.
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Current regulation: Undar Section 12 of the Custom Act, 1932 import duties of Customs ara
lesied on ol imper goods, and no detinction Is mada whathar the goods being impored haxd
dechargod dutles earier and are being re-mported after axpoetation for perticuar purpeses.
Sumderly, sven if goods ane ndigenously manufactured which had bean exported earker under
varous copor ncentve schames or duty drawbeack claim or avan without any cxpont ncentive
clarn, when these are re-imported hey atiract the customs duty chargeable on ke inpot
10045 4 the duty Is on the act of imponation) unless an exemption notification is issued.

implication; Unsold inverdory that can no longer be staced in wirshouses (as per Imalnas
spacifiod by RBI), or inventory that was shipped directly from a seliar in India and is now beng
retumed due 10 80Me 8308 do not become a part of the purchass cycle. However, dua to lack
of guidetnas with respect to exempling unseld products from paying duties, marchanis ane
asked 10 pay he same in order 1o got custams clearonce. Tha powor hara ends up being
vested in the hands of the concerned customs officer, instead of o definad guideline being
Tollowed across all parts. This hes bacome & matter of great inconvenience to merchants who
encounter a lot of process delays for clearance ond oflen end up paying mport duties without
any sake beng made’, Due the cost and the extnstre papenwork swalved in the process, 8
1ot of times seflers forego their rventary and suffer losses. 1's 8 major disincentive that in the
casa of exports sther than hrough the e-Comemerte route, customs dulkes ans examgled on
ratum of axported goods, The relum rale of products in e-0cmmestce ks up 1o 16% which makes

up for a substantal part of the seliars' inventory,

Impact; Unsokl and retuned inventory accounts for 12% of goods. 8.5% is the relurn rale
averall (FBA at 6% and MFN 08129). The unsald invenlory is 3t 4%, AR the goods under this
bracket are curently imposted since there I8 no clear gudalng for cxamption of duties on
these goods

Recommentation: Customs may exemgl unsold s resumed inventary fram peying impord
cuties for dearance, €inoa thay haven't baen a part of any sale 31 all. The poocs haven't been
procurod by any party at any stage hat make it elgbie for dubes.

) Unigue Identification for unsold sad returmed goods

In some of the ports, customs authoriies insst on having clear documentany evidence 1o prove
that the retirnad product it the exsct sama ona that was shipped out from India. Given that
apparel, accessories, homa goods, toys cannot be idandfied individually, it is not feasitie ¢
possible for marchants to provide & trace machanism for sach and avery prodiact. Tha industy
siructure for these commadities does not have either a pan India or a globally accepted way
of uniquely denkfying individual products. Only certsin products ke moblles (that have a
univarsal IMET rumber) and lapsops (that have a marufacturar sorial number) can achiave his
traceabilty. The rate of raturn for certain catagosies i givan below (evarsgad ovar the last 6
manths). This can gve an approximale estimate of the volume of ursokd! relumead goods that
the business has 10 take care of

Recommendation: Instaad of undertaiing physcal chack for avery consgament, CUSINTS
maymvemioatrus(bmdwmmmbydnramuumbammth-roards
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manigined by the exportans only and post charance on-site check can be done on a random
nasis. Al that time, exporie’s records Gan e verfied and 1he scommence comparny also
undanake tha responrsiiny to provide propar documartation for corroboraton, Addtionally,
the Department can akso prescnbe @ minimarn Gap up o which retum of unsold geods will be
pamitted withowt any on-sta chack and retum excaeding such limit wil have to be cleared

Iheough noermal procedure.

Currant requlation: it is otiligalory on the part of the axporter ta aalize and rapatnate tha full
vaisa of goods ! softwaral servicas 1o Inda wathin a stipulatad period from ®e date of expart,
a8 undar

(1) 1t has bean deckied N consultation with the Governmant of India that the pericd of
realizaton ard repatrialion of axport precsads shall be nine months from the date of export
for all exportars nchdng Units in SEZs, Sttus Holder Exporters, EOUs, Units in EHTPSs,
5TPs & BTPs until further nolice.

(1) Goods meporied to a warahouse estabished oulside Indix As soon as 1 s reallzed and n
any case within fiteen manths from the dste of shipmant of goods

Conlexst for 15 months comes from FERA {1873}

In cecder 1o enable Indian exporters to arrange off-the-shell sakes for schieving greater
penstration of overseas axport markats, same Indian organizabons have baen pamitted by
Raserve Bank to eatablish warehouses for ocking the goods, Corsidaring varkus stages in
the cythe of ciapaich of marchandise to an overseas warshouse lor eventual salo o buyens
from differsnt pars, the prescribed panod far realzation of proceeds of expart consignmants
to ary Indinn owned warebouse astabished sbraad with the parmission of Resena Bork hag
been fued at fifloan months from the date of shipment.(Source: RBIFED2015-18/11 FED
Mastar Dirscton No. 16201516, clause A2 'Realization and Repatriation of proceeds of
axport of guods/scftwera/servicss|

Implication: R3I's cumant axpord policy has a dausa sfowing exportarsimanufacturars fo
store goods in a 3rd-partywarehouss in 3 fareign courtry t they are bough! by the intandad
buyar. Howsser, it & sl imperative ta mention tha buyer/agent/corsignes'’s nama in the
export irvoice and that the remitance s realizad withn 15 monthe, Thie essantialty implias
that the maxmum time period far which gocds can ba stored in the warchousas is 15 months.
poat which ther ralum to the point from whore they ware shipped wil ba Infiated. The current
gukidiines are applicable to B2B and B2Calike, whareas (he two moedals are very different in
heir mathods of oparations, reaszation of valus of goods and time taken 1o heve the goods

procured by the buyer.

Recommandation; HBI may axtand the duration for storsoe of goods in warahouses undar
B2C exports to 24.-3months. The currert gudeines are applicable o B28 and B2C atke,
whareas the two models ara vary diffarent in thair mathod of aperasions, realzaton of value
of gouds and lime taken (o have the goods procured by the buyer. B2Bexports usually work
under pre-nagotiated terme and conditions, and the value of the goods being deolvered in bulk
ugially gots reakzed within the ¥me feame dolined by REL B2C on the other hand, works ina
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very dynamic envircament, and the realzotion of the valus of products Can never ba pro-
asmpted. Thes, a policy difierertistion & nocssssry,

) Provision for liquidation of uissold Inventory

Current_requlption: Sections €23, €24 and €25 of RBUFEDVA015.16111 FED Naster
Direction No, 16201515 do not have any provisons for liquidations resulting dus o unsold
invertory in & marketploce.

Implication: Cioss ta 5-129% of tha Invermory that sedlers export irough e B2C ecomimeste
1ouls end up In non-sellabie categery. Close 10 70% of the sabiars on glabal seling prefer e
consignment exparts modal due 1o higher sales, kower Costs on shipment and Dest-n cass
customer axperianca. Thus, a lot of their invertory faces the nsk of ligusdation based on the
market condi$ons,

- RBVFED2015-16/11 FED Master Direction No. 16/2015-16, clause C.17
‘Reduction In imaios valus in ofher cases pravides a reduction of 25%, of Invoica value which
cen be extendad to 40% flor qudation {add point & lquidation of ursold Inventary for e-
commencs xports and paint ii. For the purpese of sdusting Sguidation of exported products
through BZC e-commerce axpors that Fava not hean sold for a period of 6 months or lasar) tn
cator 1o the liquidation requirement of B2C Ecommerce axpons.
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The note below in dded nlo different sections. Soclion A examines India’s currert position
poross vanaus parametarss. Soction B makas a case for ustification for inclusion of this sactor
urder Maia in Inda ndativa, This is done through anadysis af strengths, brade and growth
opporturises, mpedimenis and global emdranment & challenges. Sedtion C proposes a
detalied Action Plan along with passitie mdestones in order to achieve the proposed vision

1.
Percantage of lrmmlﬂnn! 0.12%4

Students to Tetal Enrolment
Share of India in International USD 0.2 bn** { to be confirmed)
Higher Education Recsipts (USS$
terms)
No. of Intemational Students 42,293
coming to Indla

2 Significanca of the sactor to Indian Economy-

0 India has been an allractive destination foe foreign students. prirarily from South
ard Southeost Asin, Weel Asia and Alnca. The better qualily of educalicn in the
English language. and lowar cost compared to other daveloping and devaloped
countnes are key drivers for the gromth in the infiow of Torsgn sludents nio dia

Comparison with Other Countries;The porcontage of Intematicnal studerts 1o ol
onralment is highest in Austrada ol 21.2 % followod by UK at 19%. India, n contrast only
slands al 0.12% Compared to 1he higher aducaton system In the rest of world, Incla has
lessar parcentage of intemational students. China, with almost smilar enrolment capacty, has
dasato 1 %.

o USA anms approximalely USD 28 bn Swough intamational studerts whio bong in
Ninancial resources in the fonm of wition lees, Doarding and lodung expenses. Sl
while Indes sams USD 0.2 bn only *

3. Trade in sarvices-

“Corrpared with Azwseala(2 L 2%), Uretesd Kingclon (10%) Fracee{ 1L3% | Gorrearm {10 AN, LAALE W), Caracia [13.9%) aed
Clamai % oo o Propes Atk 1200 3 soct Unver ity Geants Comsestivon | JOL ) AGHE J0L4)
W Compaerrd wtd USALE 28 Lo spptron | Aeabisdal 191 Ace Delleis) el Canmbed S In Carmbun Dplies )

Irwwrw e o0 gloamin Latian ]
= e e or gl ctatley
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ba taken up by |he Mnaly of Buman Rescumrss Devalopment, Dapartment of Mghaer
Eoucation®

Indin haeampaoppahnnymmbcvwwmdmm servicss. Recart gobal
davelopmen| has baen Ihe advent of the Massue Opan Ovdna Cowrses (MODCs). Many
platiorms imvoling Sop-uriversities ssound the warld are now angaged in MODCS. IGNOL =
already a recogrezed distancs education provider o around 35 countrias n B1e workd induding
to the gulf region and south Asion countries. Many professional bodies in India are also
affering courses through the detance oducation mode (such as the ICAI, e ICSE e |,

1. Regufatory bottlenacks; Recognition of online degrees: appropriate evaluation
techiiques for online courses, elc,

o Giran the advancement & ICT, on-line and distance Educaton mode should ba an
impodant focus area for the govaemment. Just like the IGNOU, other reputod Indian
universities, including anginaedng technical and mansgement Institutas should be
Figressively targeding this opportunity of on-ira coursas [ (ela-aducation. This has tha
poleriial of Deing a huge foreign exchange samer o India. However, (eoogrdion of
degress sworded hrough e-education @ o major issue of concern and (his Bsue newds
1o ba addrassed bilatorally with countries wivch we a0 a8 our major markets, Tha
Distance._Education Coungil®™ has an important role 1o play in this regard, The
axpenence of the IGNOL in pelling s courses recognized scoss several counties
wit have: valuatie insights to offer. For instance, unle open universities in the UK and
US, the evaluation techniques adopied for online/correspondance courses olfered
Indian institulas are not oquivalent o the ones appliod 1o regular Iull time
|Action - Vo HE with stakebolders such as IGNOU. UGC, DEC, DEB, ICA, ICS1,

Experts)
2. Infrastructural Inltiatives:
o

Improvement In DigRal Inkestnactural ntsenes such as high gualty insamet
connacavity in ina with glabal standards, mcreased mie af video confessncng ook

Mode 2 1L tecar] retan AHEW 2 EVES SIERITET IRSYES PED arater ArRer b SeTtiocy 03 pStaR o Merree
op s nl-hnlav IR anracer sherad wuhep o sbec T Dadergoig rerar or T ERe F e e

Mods 1 oxwesnis pestesce] b the 1iephy of saerks e | W ferwpn wppder o the vty of arafyer
WIO mmrdser. e smr mservies iwppier of sre & bhihar x b I s wembae's Serrioey (o paondde «

worvior i e Aoere of 0 ot et edakd eny) e s et e Nessch M-ad Nt sappdeing serviem je g S stadvra ey of
branch afiers oe apmacien 13 fohvet uach rervicms an banding g s afilce or camrres atiom |

Nodw 4| ~ mewy o ey 0 avrte unw-mmhn
Mmmb&n*trhum"hmmmapbb w¥acting Nt e pe waking scoem by

3 *rvmdont o » L el 1 gty wpeihg rosdene v sy e e
Thw wrwwiban vl Love Arite 43 regutate S patry wd ay of the peecorn A, fr L) w vt arpdes rdade

Infependon serdior wpplerr vie, Doctors, Engiresrs, B salions, b conperade tramelcecs).

SR artrrdoed e Comwed sory Sy boms ant g 2 bad mbe for wrbe g of Ustmmn ity Orarts Corromasn ey J 4t Savtan Dusmrstiee | ses
A peda Conrwd e bl Edurabum (X K Comnadinel ool 15 o amed reviere daen oo dalonp hood s (s | (e comd mmgme oty

wendiod sdicatwra! ersarbons ane the rrhasy
s covwrmnees coml ob boon by sones snbeted S0 vrport of odocs bund smosoes Soss Yl
e BT oot LA Lowred UL 1 am spws berdy A Hhe Cper moe! Oevlesne [emestrg KOO0 rtere 14 (e oty § m srremsvereed

T L e e o e L B N ] S . antrw

of starvbnts ol i OO0 sptbemn Phae bw Churm wthon of 1080001 e po o Chrpmrsen of TR Tp Lame 1A Sommrnty Convl) Dnrmmmane

Tos L ores D00, Wy 2l DRt L) Bainas whe s wil povern (e dnfees st ion programs 1aehe The LUOC e
» Dovenibuw - - of LEOTETERE wee reTopranae 13 the Peitata e

et o Wigher Dducabort Seveen m e Coreest of Trade athins o GATS Tt - Sruban of Ureegto Potertid and Chafergmy

b Ahe Neaw fgesml
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lke Skype, computer multiconferencing, staff treireny, etc. ara impartant. (Actloa:
DIoHE with stakeholders such as DEITY; interested Educational institutions)

S———— - -

1. wuuammmahdmuum.qumcnmmuso15-
20 billlon, Thus, thera Is a huge opportunity for foreign universities to set up
mlnlndh.

a  The passng of a reguiatory lagisiation would be 3 necessary slep lowards creating a
reguiatory framewark for forsign ecucationsl nstitutions 10 operate in India. Presenlly,
Ihare is no cantral agslation Tor regulation of entry and operalion of campuses of
foroign educational institulions in the country.

o However, e Universty Grants Commission (LGC P! has notified the UGC (Promation
and Maintensncs of Ssandarnds ol Acadensc Colishoration between Indan and Farekgn
Educational Instiutions| Regulatars, 2016, These reguiations spell oul the modaities
regarding the clighbilty criteria and conditions for the collaboration of a forekgn
aducational insttuscn with an Indian oducational instituson. Furthar, the Al Inda
Coundl for Technical Educatan [AICTE | has also issued moulations™ for colaboration
and padnerships betwesn ndan and Foreign Universitieslnsthutions in the field of
tacheical education. nessorch end traning,

o Thesa regulatiors. howover. have not had much of 8n impact on aking lorvard thase
collaborations. Further, not siowing repatriation of profits, detaes forsign unirenities.

o The aguissions need 10 be revessed futher and in the first stage tap 100 uriversitias
should be given Nexibility o sed their own standards. DGC/AICTE reguiations should
be valuntary for tham,

o Thare also needs to be more rols darity for bodies like the UGC, the AICTE and the
NAAC, elc. w.r . regulation of fareign nesttulions.

2. Making india a hub for international students™ - 1o encourage foreign students
to pursue higher education in India; remove procedural hurdles*:

o Under the present govemmental policy, dictated in part by e ospex courd,
oducatongd insttubicns wore parmittad to admit o Imtod percartage of
fore:gn studants to educadional programmeas in techoics! and profossonid
Nelcs An atlemgl has been made 1o rethink on s theough the designitod

e A, o e, oy
o — redasl .

A e (1 g UAnd, ok ) e e o) Cobiegen Py e g
12 othet ehg b8ty candtionn o L dowe by e Sapuiiton. Car daply oo 00 1 LIGC for shirting Ui rng avimagemsn g s with reputad
Taraign Thacotany buttutons (FER) having the provcrised qasity The Ragelebom presee bor beme bovwd processng of the ondae
Ao reteivwd Dy LUOC O Ovtis of (e Nagelaton s srw sl aln ot s sppiieli o i ) o sl

i gy ACTE ool b, e i«um Mu fvmal anuw OPRTATE 5 efuitaons] Xty 1 K0 Kadag 10
Ll weth st thae spoe f growe prrwinin

wovart ol Dngoue, Diglorra, Pent Gruk Fert D v
)wnu-m-c.-lcllnmumhnumw-umaalmnm.mlummumwlnnm;

parnh bk ot ion i ne ar Saeough coflebar e sraogrewn s vy ethr 4 Yohin Yt ites crested Droagh Sacuty | Tnee / &
wrpery ©teshhed wwer Jection 23 of Corperies Aot 1955 o Ui aioveet At o indie Fraschirng o1 ary beow o ree afwaed Ab,
sconecieaion by the sutoried ageecy i peret! Courrry with sccebbbe pade whew padrg o anrade, (hal B the ofe s i
torddan bor mwy Toregr Ureversity /1eatanthon 50 3000 B3 0mardthon Ao et th g v wacel sbotus e

FIhe VEA 8 S e gt ed 1o LO ey Wn ERUE g N a1 OF Pagiety etleid 1 0m Scr enes Thanigl e 2 T ALA
oo tde g S areratence ol sabl o 2l oducarwd snd odral iviend sl eews 1 s murber of beogn

caenhvmd. The mank repertanm e prlon feboan! ened Soonmpyer Clogsarps sJTELL progon e eie Ly WA wineh v dasbon |he pan o
LT L]

“o

‘.nlb snu luwoulnl - walnd
U TS ML Tre s T sa o Farpecs! sewnomemnet M mircobor Alm of sy armed’
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Wirkd CEass inalilusons. Howavar. e gukdedines for the same are besrg lemed
up

> ocumantation - Glven thal even the best of Indlan
aducabona iInslih#as sra not vary hgh in nternatonal ranking, e povernmant
or the raguiator could mandate that all ecucational instilutes, especaly hose
somilting  foraign  students  should  comoulsorily publish
infoemation on ther website -~ these could relate to feos; (b number of
sanclionod soats coursa-wisa; the numbar of soats filed during the st five
yaars; the pass parcenizoe and average score course-wise, admission
procadure; faculty information: atc.

o The Natoasl Instittional Ranking framework (NIRF) by MoHRD cuthnes &
mathodology o rank Irstiutions across tha country. Howaver, it i undarstood
that thase wers valuntary for firet lwo yesrs. Thesa naed % be made mandatory
foe all nstilusons- pabiic and prvasa. Linverstns shouid ba encouraged (o use
mierrartional canking paramealers.

o N is undersiood that the Dio HE is proposing o create a Know your College
Fartal' which will have information aboul the courses availatie, faculty and
Infrastructure n various coleges. (Action - Die HE to update, UGC, AICTE,
Intarestad Educational Institutions).

o Apgdal auenay™ 1o coordinale the elfods and actvities of Indian universties
a5 thoy atampt o intomadionalize their aducstion. This would  maean
aslablshing & consorlium of solecl unveesitios and instilutions of highar
Suirning, kasping i view slandaecs infrsiructure and perdformance. act 85 a
cieanng housa o information on courses oflered, avialabiity of seats, the lee
charged, tha fnancal assistance avalable, and possibilly ol or-campus
housing accommodation and 50 an. The consortium could also hefp Indian
unteraiticadnstitutions of higher leaming n obiainng appeovils of the visious
cantral govomnmant minstrias for different imarnatonal education coopératon
pogrammas. Il coukl s reprasant  Indan  universBosirstiulions st
nlersatiorsy! fairs on higher education and ocganen similar favs in India,
|Action: Dio HE, Planning Commiasion, AlU, NUEPA).

o Fromewark foc “shady in dia progromme” T forsgn sludants to be
daveloped. [0 addiion 1 ‘twinning” arangements with forsign univarsities end
setling up of campuses of foragn universties, creabion of spocial oducaton

zaras {to be developed as Educaton ubs') primarily for foreign studonta
through consarta of foreign 7 Indian univarsitios could be considered. Such
nsttutions coud offar a global cumoukum, and encourage inclusion of coursas
on Indian cullure and sockely, indian modcing and yogic scences that ame
Increasingly popular. Such Insttutions In large numbars could b established in

S arer w1 AN diaady Bl Nirg fan e - The Accociation of neban Ushasles (A58 & mairiy © Wik e woap o
Coponn/'Dhtaaus smardad by S srcrnd bod Usivantbon b indin snd atened Sor the parpows of schedoiw te gwr e o Laba
USAEH. The ARt i by o arplamatriting apeey for the sgreersermn tgeed rcier (e Ut Lechwnne FYins a1 em evpcitss betmeen
Iohi ol ctha cosrios bn the Nl of sdacatice, rwofar ot 11 relries 1o the recagitoe of fors igr udicrtam jowinp! far maacicire v

shed srnrwn |
Thatrfy A ved peocren e g v bt to fr gy Aagroen o naidents lnoning o purees it higha stadees nied

» turnerthy besed sontirwe Dt UTrte ey, derrtioe Daumtser of g al of the progesones, the soomet b el of e et atoe
wox) e ol @by crines st bor advrom b rethabon

Anotor twymabant mody b 1he Batnmn | Uvtwmnty off £ £nmt ks Plorr rg wnd Somment o 8o PATIPAL wetab @ sbad by the M natry of e
Pevrts Dewsoponnt. Gowerreest ol ¥l A b oo prarvmr rpamsaion fowey mis Lcactiy balibeg ol resssch 1 pliraeg ool
mearvngrreed o srborat i mof ouhie ele e abo B Soal Aok Tn recogises of Ihe prreetrg aerd coes by the sagrmeation a the b
feduaiarw phre vy ot » e 1 elird s hwwe sreoy # oy award s o gy ees Sy vwar ot penfr g 4 Fe
Mater of Daowwrnad be b Uty iy Segest TER (e ary Cordinl Himasrwty NIETY i Fely mvrrared b Hhe Gormeyment of brde

wﬂWN“U’M“*“.“.M“MI“MQMWHI"M N
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Educaton huts’, where egh ualky nisiruchion hased on global benchimerk ba
provided tarpated oulside the regulatory renst of tha UGG / AICTE (bt
acoredtad peeferably by ntarmnetional accredling agencies) Eventually, 1t
should be possible create 8 ‘Ecucatd & Inda’ brand. (Actlon: DioHE in
consultation with Dlo AYUSH, Do Commerce — SEZ Division, Stakeholder
Universities).

o Al'study in India portal' s a one-stop Information point for the vardous
higher education Jfspeclalzed courses offered In India could be
concelved. In the contact of gatting a better sonse of the msteubonal landscape
c"ughevedwelm n meooumy the Twedth Plan asn makes a mantion of

g : ) slom which wil be very
veatul loe poii:y mnklng aM offec"vo plennlng (Acllon* Dio HE).

o Creation of 'Brand India’ in Higher Education in some Aslan, African and
Arab Countries:

India has the abilty to provide kow cost higher educasbon ss compesred (o uther
developad and developing countries. This has made # an increasingly sought
Sfter destination for students from Asia, African and Arab countries™ . [Agtion:
Dlo HE in consultation with the MEA (Indian Missions in target countries),
Vo Commarce, Accredited Institutions, SEPC, Chambers of Commerce,

m-).

o Viss related issues:
Hurdles relatsd o viss laced by foreign students who ward to pursue higher
education in India. The DoHE may ke 10 19ke up this Bsue with e MEA
|aspocaly Indan Mesicas in Asan, Middle-Esst and African countrias from
whara a lame number of lorsgn students ane aleacy coming to India) Tha
Indan Missons in Ihese counties Gan play a faclisating role. (Action: DiOHE
may follow up with the MEA, MHA, especially for PRC countries),

 Participation In global promotional avents, atc.
To support the growth of servicas exparts, DOC, Cll ang SEPC shall be
parinering foe the first-aver 'Globel Exhibition in Services' (GES) In Neww-Delbs,
India in April 2015. Stakehoklers in the Hgher Education sector need to actively
pericipate in the GES (Action:DOC, Cll and SEPC; Interestod Educational
Institutions like IIT, Delli, MAHE SRM University, ISB Hyderabad Jindal
Global Business School, Shiv Nadar University. etc. — D/o HE to

coordinate).

Noto: Tha actionabie paints for improvemant in the quakty of Indan higher aducation impaned
through Indian univarsities and nstitutions are not speclically covared. Soma well known facts
=ach as shonage of well irained tacuty, poar nfrastructure, outdated and irelavant Curicula,
limitad usa of ICT, poor standards of reseach, etc. have been well documeant in the 12° Plan,
Thei roke in also atlracting forekgn stidents (thereby increasing India's mode 2 axpors), is,

h:m:vor. wdl recoo'\imd

S

. Tha HRD Minstry m«hwmmledawlchsudlaaﬂnl\lu the NUEPA, ot
should purswe with Banks so that thoy lond more froaly 1o reputed educstonal
insitutes that want to g3t LD campuses or opan instlutes abiroad. This shoud
especially be (he case for those Indlan educatonal msstules which have oblaned

S htan S Lanke, Sarybubid slgtumian mdoanin Artoms Carioaba ol Cnie ContialAde Wesd At ant Hrem
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Interrational accreditatian. Even institmes accredited by Indian accreddation bodiss
such as tha NSAor the NAAC could be promoted to set up compuses abroad. (Action:
Dio HE in consultation with the Dio FS, AU, NUEPA)

2. Due 1o regulstory constraints i developed counlries, the inital focus could be on
countries in Asia (South Asa Central Asia, Mddle East), Africa and CIS countrias.
(Vo HE to prepare a roadmap In consultation with intarested Educational
Institidions like the MAHE, BITS Pilani, SRM University, ISE Hyderabad, Jindal

Global Business School, Shiv Nader University efc)

Made 4: :

1. Mutual recognition agreements and equivalence of degrees and professional
qualifications
Mutual recogrition and aguivalence of degrees and professional qualficasions is an
mpartant issus wrt, mobiity of professionals, facully, researchers, cta. The recent
agning of the Washingion Accord™ & ona axampla where India has successfuly
akvatad its accradiation crtens to glohal standards, sllowing enginearng degroes
socorded by Tier-1 mastutions to ba recognized In &8 signatory countries. India
bacoming & pamanent member of the Washingion Acoord should sel examples for
ofer prolesaiora’ bodas in India to foflow.
WRAs shoud also he faken up as part ol FTA negoliafions. However, <o lar, ke Din
Commerce has nol been abile o concude MRAS under ary FTA Ths is primarily due
wart of recessary domestc seguiatory reforms™.

DoC, Professional Councils —~ AICTE, NBA, CDC, IMCP*, CEAI™, ICAl,

CoA, MCI, DCI, INC, BCY, atc, - Do HE to regularly monitor progress)

2 Faculty collatoration between Indian and Foreign educational institutes

MoHRD has launched the Gichal Inftiative of Academic Notwarks (GIAN) i Higher
Edvwcation amed ol tappag tha talend pool ol sclnbists and  ertrapronouars,
mamationaly o ancouEge Ihak angagement with (ha insltutns of Highar Education
I Il 0 6 1o angment e counby's exisling acadamic esomees, aconiorak: the
perar of quality rafarmn, ot nbevatn ielia's sciendfc ard tochnobgical capaaty in
alobal ccolionce

1. The Highar Education Dapartment needs fo finalisz the mnking and acoredifation
fremework in India. According to tha 12 Plan Documeant, a new accreditation faw hat
provides for accramtation by Independent non-profit aganciss registerad with 2

T The Waihogten Accatd w0 g iy rrad sy Boder of 2L cour waee e " owgten

condured Sy scored ez b beden 1 e St of oo metna v mtia By recogroe by dl cputaees bads b e 4 perravend ieavber

W DCLA whe e P ornn) Bose d of Aczemd U bony [NEA] rvnadd B snorm S o e Sor Therd iiates ea ey L 1ha g

of the Warshergron decoed Thee MW dovebood 1w beoad e $10 rmoxt cxizal amenp wivch van e sy 10 30 axtsome b meod

of peograrr evah i ton a5 9oc a4 agg e ot sed Dl G Bty N DAty cOMIB et ar el o agh (easarst e elten e mereont g

of Wb Sezerg 10 an rste vt recogatam of Bhe ity of e puakats ergmeneng sdacatun oftaree! By bulon et b
[

pocntrnpes wwd be Staies e sl by of segoreming gradasten and pred o
>

& PO oA e AR W e et ) Ser i Armin et EOg e o Mot ol of B Bin 1S4 e Devinans At
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nedng! scsreilagon suthornity = currently under conskieraton, As of now, Ingla has
wo government accreditation bodies, the NOA™ and the NAACT, However, the

leading indian Educational Insstutions should b encouraged to go for miermatonal
ecediation. Same elile mstiubons ke IMs in Inda have sought internabonal
scoredtabon by bodies such as AACSH® or ANBA™ In order to anprove their stancing
on o glebal scsde. There is o requirement to strengthen our oan accrediting bodies
such as NBA and NAAC by revising tholr assessmant ontoria and adgning tham with
ghaber’ systems. The recent signing of the Washington Accord & one axample of 8
siluglion whare Indi has successiully elevated its accreditition crtera 1o gonal
standards, allowena engneering degrees accorded by Tler-1 institvions 10 be
reccgnizad in ol sgnatory countnes. (Actlon: Vo HE in consultution with the
Planning Commission, NAAC, NBA, Cuality Councll of indla)

Ranking
2. Rankings 100 play o magor quality sssurance rols by transpansally providing
information 1o the publc, Rankings by the Times Higher Education Rankings,
Quacquareli Symonds (QS) or the Academic Ranking of World Universities {ARWU)
by Shanghsl Jiao Tong  Universifty are a yardstick 1o measure 8 country’s instifutional
standing. It measares how close or how r s an neitution from being @ “ward class”

universty.
3. Inilia has lsunchd the NIRF. But the working of the same neads to ba firmed wp.

(Action: INOME)
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Size of Telecommunications market 2" Largast
Numnber of inlernet users 3" highest
Subscriber Base 1.0% bn
Broadband Connactivity 33%

Commumnicaton and data fow is the o Toe future. The gaal of Digited ndia can be achiaved
only by anhancing acoass 10 1T education and acoass 10 ineernet in the rural arees. 0 lturs,
gromth of all secioes incluging wradifional sacions like agncultuee wil ba driven using IT and
Commiumization platform. The pace of broadhand penatration neads 1o be accelerated futher

Al developed countres. e moving lowards complete digitzation of thar soceties and
aconomies. The issue of cybersecurty, dala poivacy and seourity of critical putdic infrastruciure
has become mportart than ever befare, Therelore, high qually cybersecurity Infrastructure,

cybersecunty prodassionats. cybarsacunty protocol and technical standards are reguired 10 e
put in praca to secure our future oromth

Tha global demand of digital markat offers huge opporturstes for India provided professionaie
with refecant aducational quakications and golf skils am praparad to cater fo ths demand. A
raasonablo targal may bo sat by MEITY n ferms of market share as well as supply of
professionals

v ol SRENSSONT

I, Delay in development of broacbiand infrastructune, The revised mission mode targets
are required 10 ba set to achieve full connadcliviy.
il.  The spectium availabdity in Indsan metso cities (8 aboul 1/10* of the same in Gles in
the develaped counlries, This sisation need to be remedied,
I The public Wi-Fi perairation in Indés & moch bebow the glaba! availabiity of one Wi-Fi
hatspot for every 1190 ciizens. India would require adational 8 milion hotspals 1o resch

that leval

. Rural connocimty romaxrs poor as currently as over 55,000 villagrss reman depehad
of mobila conmactivity,

v. Tha poicy framewcek of twation, FDL privacy ole. needs Lo be evolved i a
comprahensag manner

W, Digital lileracy is anodher major challenge ta ba worked oul

‘Anchor Ministry / Department | MEITY and Ministry of Telecommunicabions ’
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Digial infrastructare, digtal lileracy, digital secunty and digital policy framework
covering data fow, bealzation of servar, eto. ame cnbcal for India's success 0 its
fagahip journey lowards Digits ndis. These (ssuas need 0 be addiessed
cornprehersively within a tme frama. Example of China in its success in E-Commarce,
Cyborsecurily and that of Japan in itz programme Digital Soclety 5.0 could be good
relerence point.
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I Despile contributing about 8% to the GDP, the Construction sector 1 India has Saen
ane of tha lowast groaths in tolal Factor productivity since 1080, This nasds 1o be
addrozsad Hrough spplication of modemn tachrology and taking skiled jobe 1o the
higher end of the construction chain,

I Indian engneers hove cansidembly low smploynbiity oe per various reports. This also
neods to be addrassed by intoducing prefessional practice examination and Scenzing
systoms, The contruous profossional evalustion every 5 ysars would make the
professionals relevant adding to the vibranay of the sector.

n Separation of Functions of Engineers and Architects- As of now, when
caoch professkon s mavng towards specialastion. i India. overlapping
betwean enginesrng and architechral servces 15 doing substantial harm to the
arawsh of the sedor A clear dafinition and roke of engineers and archiects
undar respective Acts is urganthy mquirerd We have 10 accept this fact ihat
condition ol @l Indian lowns and ctias & far from bang satsaciony, in fact
talow par. Urhan conters are more or kess unplanned, unpleasanl looking
chusters of buikkngs missing in fundamantals of urban planning and aesthotcs,
One of the masons lor thes siluation & thal lown planaing and archiecturs
aducaton has not recansd the atientian it othanvsa desorves. In Unted Stxves
with one-fourth the popuation of Irda, number of regislerad archilects s
arourd 2.50 Lakh. By #1at standard. India should have roughly about 10 Lakh
architacts. wharess, the number of mgistared architects in Inda i about 63
thausand. Sinoa tha e of architoots = not clearly dofinad in the Archilects
Act, majorily of thar functions are cariad out by anginoers which has resuitod
irdo poar planring and aosthatics of coretrucion keading % poor s, watar, Sght
management and energy conservation, By cleardy dedining the role and
speeding up supply of architects, (e stuation can be redesmed. A clear action

phn 15 requred in thes regard,

§i.  Need for Reforms in Municipality Acts in the states- Archsbactural servicas are nol
soedad indo 1ha fabric of Indian diies and towns, thi resultant visual urban chaas s
avident. Majorty of municipalily reguistions permit archsaciure 1o ba practicad by oher
professions who am nol gualfied archilects. This necds to be reversed and buiding
plans #c nead to ba mada by qualted profassionsls and thar approval shoukd be
made more ransparant.

. Urban Services- Watar supply to Sewarsge management in tha wban arma roads
majar refamn, The other urban sanvices lia schooling, health sandces, dantal services,
sporis faciibes eir. naed 1o be Inkad with taxes padd by tha citizans A system of
recogrizing and honoring honest taxpager for urban servces needs o be made
intagral part of tha urhan governanca.

v, The pdicy of Iand provisioning for public infrastructure rmad 10 be re visted in the
condact of such policy in Thailand, Malyysia eto. 50 that avalabiity of publc sernces
i at affordable price and cost of land ks not kaded upfront in the cost of the project,

Page 66 of 7O

386



Leading Practices Report for Haryana MSMEs

wi.  Similarly, for the whan poor, linking low middle class housing with premium
residential facilities as matter of policy woukt enaure supply of vanous urhon services
o the residents as wall 83 creale jobs Tor those who currently fve n the slums

8. ACTION PLAN - CONSTRUCTION ANO RELATED ENGINEERING SERVICES

L I the cootext of reforms, both for the profassion of angmeers as wed 83 srchilects.
professional bades nesd to be sepamted and an indepencent regulastor consisting of
all srakeholders neads 1o ba sat up ina 1ima bound mannar.

I For bath the professons, peofessional practon examnahion neesds Ko be infroduced on
& netion-sde bass balore practions loanse is granted

. Toincorporate cortnuous changes that happean in the technology alleast & a regular
eyl of five yaars, reqular revew axaminason needs ta he undertaken so that
profesgion ard pecfessonals sre gobaly compettive and am abla 10 provica senices
of high ordar

. Muricipsel lswe need 1o bo reformed 1o pravida for specific sanvices for town-planners,
landscape architects and architects for well-defined roles
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i Thisis redathaly 8 new aren In ke snd needs o ba mamatreamed right into higher
educaton 1o the universty and professional edocation Walar management. enargy
managemant and wasie managaemaent axpedts ame hardly avalable. Uniess ot tha local
govarmemen! lavel supply of thesa prolessionals i arsued Ihrough tha aducation
syatom manng ng these sarvces wil continue o romain a challango. For examgle, in
UK and US | energy managers are postod in all large estabiishments both peiviate and
puldic to ansum encrgy conservation through reguior audks and improvemants. The
corbon credits so0 samed can be Yaded by such insdtutions even on the stock
exchange, In all major cties whare Smart City programma is boing undertaken, Ihase
concepls shoukd be made an inlegral part by enacting sultable Syws and regulatiors.
The: Ministry af Housing and Urban Devalopment mary draw up and sclion plen for 15
Implemantation

li. Export Opportunities for India- The environmania? suppol services segmen!
consttutes a mdatively small share n the globs anvironmental seevicas incustry, and
& declining n devalaped countries. In 1ie daveloping countries, bowevar, the demand
for ihese servicas 8 on the risa as witnassed within Inda. Thas Inds has cpportuniies
In this segment i some developng countreas in South Asia, Africa and the Mddle East
where amironenentsl support sanices am ncraashply In damand

.  Raegulatory Landscapa- A charge in regulsiocy approach & required 10 ancourane
Inravation stead of following the conventional method of pollution control and werse
ocontrol. This could also be suitably buill inlo urban Llaxation polices.

iv.  Accreditstion of Environment Professionals: a schome for natonal acoreditabon
ot Environment impact Assessmart {E1A) do axest with aim o anhance of EIA qualty
and report. SmEany, a scheme far acomdiaton of envronmant peofassionals can be
dasigned for the purposs of srironmant compliance montonng, This would bridge
{ha manpowor gos snd would also faciltado moro robust complianca montiaring.
Given the scale of nationy requirament of such professicrals, it 18 sugpested that
qually conteol may be vestad with a nationsl level agency s accredtation process
can be desigred Brough suthozed agancies, Stale pallution cortro! boands can be

one of the options.

v. Skilkng on environment service: The erviranmand polfuSion contral uliltias ke
Sewage Treadmant Plant Efffuant Treadmen! Flant and waste managementidisposal
Iaciibies e incinermtars required the apersions of such plants (o have cenain
mirimum skl sets. There is 2 need 0 provide an erphases on skiling of opevetors of
zuch plants under Skil India Mission.

L Accounting and Finance professionals are globally in demmand. Indian chartered
accourdants anjoy & good professional reputnfon. Hawaver, they ara generally able to
occess other global markets automatcaly as the professicnal body does not have
Mutual Recognition Agreements with other countrias. Lke in the case of lagal and
engineening seckxs, sepacation of professional body andd creatling an independant
reguiaky has become nevitabde to avold confict of nterest ard ke clanty.
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The education system also need to caler for Tier 2 and Tier 3 loval account
professionals  to  asxisl businesses and  chardeved  accountants.  With  the
mplemertaton of GST, hupe demand for such services has heen creast and these
services con be provided by profesalonals who nogd not be chariered acocountancs,
Tha commarcs related coursas at the univarsty kaval ara ouldated and they ara not n
line with tho emarging global trends. In fazt, now specialed modukes of vanous
financial prodicts @nd senices am being tughl N foregn universiios, Stsdent who
qualty these short teem courses got immedete 005 in inanclal companses, banking
nstitutons, rating organizatians, ete. For example, Philppine universities offer &
vanety of such courses accredited by varous farcign institutons and after passng
thesa cowrses, students oat good placemaents in LIS, UK and other countrias.

Fintach is the naow driver of growsh n the financial sectar. Supportive polices and
enabing reguiatory framaaork is naoded %0 support these intiatives,
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