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PREFACE

Sustainability has already taken centre stage of developr

globally and Govt. of India has made several commitment M
national and international platforms. Make in India with Ze
Defect & Zero Effect initiatives of the Government express
zeal to b&ance economic growth with sustainability and soc
inclusion. All the sectors of economy viz. agricultur
manufacturing and services will need to contribute in t
collective endeavour of nation building. With a renewed thrus
making manufacturingignificant part of sustainable econom
growth, consumption of resources including fossil fuels @
primary materials besides social standards assume far
significance than before.

While large enterprises have acceéssknowledge and resources,ist the micro and small
enterprises that together contribute to almost half of the manufacturing output and more than 80%
of employment, that development policies have a special role to play. A multipronged approach
and involvement of different stakeholdetsn@acro, meso and micro level need to be integrated
through convergence of available development resources and coordination among stakeholders.
There have been a range of successful initiatives undertaken by several national and international
organisatios that have provided useful lessons for replication and upscaling. Fortutizdedy

are already a number of existing technologies, methods and models that are available for various
sectors and definitely for those that have been identified as lessnabttaiSeveral new
technologies, methods and models need to be developed and sourced for adaptation across sectors
and clusters of MSMEs.

The implementation of such scaled up initiatives remains a big challenge with few organisations
that must not onlydwve the access to technical knowhow and but also methodologies to ensure that
stakeholders can be helped to connect and collaborate wherever needed in order to ensure
sustainability as an outcome. A small enterprise mired with several operational a&ygicsisaties

with limited human resources needs an integrated support that can only be ensured with
convergence of development schemes of assistance and coordination of relevant stakeholders.
This document has been prepared to provide strategic direction that our national policy makers can
draw upon to strengthen their resolve and implementation mechanisms to ensure sustainability
among MSMEs. The recommendations build on successful expermrdiéferent implementing
agencies, technical experts and inputs from the policy makers. Various learnings lead us to
conclude that we must integrate available inputs with a focus on select less sustainable sectors but
targeted on the geographical clustérerein. This will enable mass customization of inputs across
different sectors and clusters.



The key to effective implementation of effective & scaled up development initiatives with focus
on sustainability lies in our ability to design interventiomgh convergence from different
generically targeted schemes. Second, the implementation will not be meaningful without
coordination among regulatory & development policy makers, enterprises & their representative
bodies, service providers and banks. Wpéhthat some of the learnings and recommendations
will find their way among the wellmeaning development practitioners, regulators and
development policy makers in their ongoing and future endeavours.
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(MUKESH GULATI)

Executive Director, Foundation for MSME Clusters
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CHAPTER |
Introduction

Micro, Small and Medium Enterprises (MSMEsje a vitalpart of the Indiaeconomyby

contributing significantly to the econompecogressiorand employment. It contribute 45% of the
manufactured output, 40% of Iiltpovideskempgaymesttoand 8¢
more than 60 million people. However, concomitantlyalso contributes to overall industrial

pollution. It is estimated that 70% of the total industrial pollution of India is attributed to MSMEs
(Working Group Paper, Pl anning Commi ssi on, Tw
Institutions for Susiana bl e Gr owt h, Country Environment A
2006) The pollution peenterpriseof production ishigher inselect industrial MSME sectotisat

of the corresponding largenterprise partly due to the use of obsolete technologies parad
management practices, and partly becauseynadnthe enterprise escapeegulatory ambit
(Publication ofFMC, AMapping Energy, Environment and Sc
in I ndiao, 2009) .

It is estimated thathe industry and power sector together account for a significant share of the
countryodés natur al resources viz. 20% of the f
45 million tonsd oil e g u i (Werking Grioup ®@der, 2t Fiveo | e um
Year Plan, 201-A7). India suffers from decreasing per capita water availability and increasing
ground andsurface water pollution. Wastewafieom industrial activities is often contaminated

with highly toxic organic and inorganic substancés per 2009 figures, wastewater generation

from industry has been estimated to be 55,000 million m3 per dalgat$8.5 million m3 are

dumped directly into local rivers and streams without prior treatment (Working Group Paper,
Planning Commission, Twigh Plan)

Economic liberalization policies in 199tiggered thesteady growth ofndustrializationin the
county. The MSME sector growth wddggered byconscious developmental supportdifferent
Central Ministries/Department¥he Planning Commissidmes projected a 9.5% growth rate for
the manufacturing sector to achieve a GDP growth rate of 9% dimengurrentTwelfth Five
Year Plan periodMoreover, under the National Manufacturingliy announced in 2011 by
Government of Indiait is envisagedo increase thehare of the manufacturirsgctorto 25% of
the Gross Domestic Product (GDP) by 2025, indigati@arly ghredold increase from the current
baselt is alsoenvisaged that a 104illion new jobs will be created in this process.

Howeva, this growth though desirable for the econdmag brought in its wake a steep increase

in the exploitation of natural and noenewable resources and rising levels of pollution in the form

of gases, solid/liquid wastes andvaste. The damage is alreadgible and willsurelytakemore
severdoll on natural resources along with consequences for the environment and the surrounding
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communitiesin future Environmental pollution and degradation is likely to continue unabpated
unless timely measures aredak

In the past several years there has been growing global concern with emissions of Green Houses
Gases (GHGs), environmental degradation and with the factors leading to climate changes. The
focus of attention has been particularly on the contribution ofirtdastrial sector to this
degradation. While it has been generally acknowledged that the Millennium Development goals,
adopted by the UN in 2000, have achieved many milestones in the global fight against poverty,
hunger, and diseases during the last 15rsyethere is now a consensus that Millennium
Development Goals should be followed by the adoption of Sustainable Development Goals
(SDGs). While the specific definitions of Sustainable Development Goals vary, it is generally
accepted that they embrace timgle bottomline approach to human wedkeing, that is, a
combination of economic development, environmental sustainability and social inclusion.

The SDGs came up for discussions during thated Nations Conference on Sustainable
Developmenteld inRio de Janeiran Juine 2012 (Rio+20). ie UN Sustainable Development
Summit in September 2015 in New York, USA adopted the document efifitladsforming Our
World: the 2030 Agenda for Sustainable Developthewhich set 17 goals for
endingpovertyandhunger, improvindealthandeducation, making cities more sustainable,
combatingclimate change, and protecting oceans and forests.

The United Nations Framework Convention on Climateai@e (UNFCCC) has contributed
immensely to the understanding of the factors leading to dangerous climate changes around the
wor | d. It has been urging the member countri e
climate system in accordance withittmommon but differentiated responsibilities and respective
capabilities. The aim of UNFCCC is to stabilize greenhouse gas concentrations in the atmosphere

at a |l evel that would prevent dangerous anthr
and to limit global warming to below 2 degrees relative to thanahestrial level. The efforts of

UNFCCC have been successfulpositioning pos2015 Sustainable Development Goals at the

centre stage at thénited NationsClimate Change Conference slated to take place in Paris in
December 2015. It has created a consensus around tligattackling climate change will only

be possible if the SDGs are met; and that development and climate change are inextricably linked,
particularly around poverty, gender equality and energy.

China and USA, the two most polluting nations, injectadanentum into the global climate
negotiations when their Presidents made a joint announcement in November 2014 of their
commitments to take action on issues relatinglimate change. USA intends to achieve an
economywide target of reducing its emissiohg 26%28% below its 2005 level by 2025 and

to make best efforts to reduce its emissions by 28%. China intends to achieve the peaking of
CO2 emissions around 2030 and to make best efforts to peak early and intends to increase the
share of notfossil fuelsin primary energy consumption to around 20% by 2030.
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India, the third highest polluting nation, has announced its targets (known as Intended Nationally
Determined Contributions, INDCs) or'®October 2015, ahead of the Paris Conference in
December 2015lt has pledged to reduce its GHG emission intensity by8836 by 2030
compared to 2005 levels and to ensure that about 40% of its electricity comes frdassibn

fuel sources.

Given the recent announcement o fontlimaeiclaange, c o mm
the concept of Sustainable Consumption & Production (SCP) in the industrial sector assumes

i mmense significance. Government 0s Policy t
manufacturing is also going to draw focus on environmentaésssthis policy paper seeks to

examine how SCP can be promoted through Government schemes for development of MSME
Clusters. It examines the evolution of the concept of SCP, the widely accepted definition of SCP

today and its implication for public policy.

This policy paper has been drawn up under th
Developmenbf MSME Clusters n | under tlaedaegis of EU Switch Asia Facility. This paper

draws up the>geriential learnings anidputs from a wide range eixpertsand policy makers

this domain. The focusf the paper is to suggest measures that can be undertaken to strengthen
thedevelopmentramework ofthe Government of Indiand recommendations on hovesie could

be bettermplementedThe objective othe paper isd assess thexistingnational policy support

system and suggestaysto addresgrimarily the sustainable productiomssuesin the broader

framework of sustainable consumption and production (SCP).

CHAPTER I

The Concept of SustainabléConsumption and Production (SCP)n
the context of Manufacturing in India

The periodic economic crises of the'Zlentury and the long, sustained periods of stagnant or low
levels of economic growth in several developed countries and in some developing chastries
been a cause of concern among the development policy world. Thiscatgled with the fact

that the gowth in global resources not in keeping with the gmh of the world population has
brought about a mental shift away from™0entury consumpticbased concepts of economic
growth towards sustainabiliiyased cocepts of economic developmefte acepted approach

to expansion had been by encouraging consumption as a means of stimulating the economy and
by supporting production
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The emerging image for the 2Century depicts many more people (9 billion forecasted by the
United Nations for 2050 as compared to 6.8 billion in the beginning of the Century) who need to
share the worl dbdés ever depleting natur al reso
that there is a significant change in our concept of economic growth i.e. economic tagh

driven not by just eveincreasing levels of consumption and production but by sustainable
consumption and production.

The concept o65CPwas recognizeat the World Summit on Sustainable Development held in
Johannesburg in 2002 as an important element of the Johannesburg Plan of Implementation. The
World Summit acknowledged that SCP forms one of the three overarching objectives of and
essential requirenm¢ for sustainable development, together with poverty eradication and the
efficient management of natural resources. It was recognized that fundamental changes in the way
societies produce and consume are indispensable for achieving global sustainadyberdetelt

called for all countries to promote sustainable consumption and production

Sustainable Consumption and Production (SCP)
products which respond to basic needs and bring a better quality of life whitemizing the

use of natural resources, improving resource efficiency, increasing use of renewable energy
resources, reducing release of toxic materials and emissions of waste and pollutants over the

life cycle of the service or product so as notto jeaparz e t he needs of the f
(Oslo Symposium on Sustainable Consumption, 1994).

Sustainable Consumption and Production are both basedrtain common premises that are
judicious use of available naenewable resourcesinimization ofwaste and pollutionconcept

of wasteto-wealth industrial symbiosigi.e. utilization of waste of one industry as a resource by
other industriesgreater use of renewable resourdedier product life cyclesintra-generational
equity and organizationdhealth & afety issuesThe concept of green growthnother related
term hadits origins in the Asia and Pacific Regiaha conferencéeld in March 2005 in Seoul
where 52 gvernments and other stakeholders agreed to pursue ¢hatsbught to harmoare
economic growth with environmental sustainability, while improving the-edficiency of
economic growth. In 2008 the concept of green growth emm@tbms promotion of renewable
energy, carbon capture and sequestration, energy efficiency, clean fab$port and rail,
improving electrical grid transmission, as well as other public investments and incentives aimed
at environmental protection

To achieve this, it is increasingly recognized that tiséeuld beradicalshift in thinking and re

designing of products, processes, services etc. to minimize environmental impact from the start.
Their aim must be to "leapfrog" over the industrialization patterns and known technologies of the
developed world, and to avoid the trap grdwing first, cleaning uplater”. ( 1 Sust ai nab|l
Consumption and Production: An AgendRore@eyond
Fedrigo and John Hontelez).
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Il n a Worl d Bank r e p-Overtomiig Emwronaent CGallengesto BFonmtet h
Devel opment o, March 2014, it i's mentioned tt
environments were surveyed, India ranked 155th overall and almost last in air pollution
exposureThe report concludes that APovefresourcer e mai n
degradation: agricultural yields are lower on degraded lands, and forests and grasslands are
depleted as livelihood resources decline. To subsist, the poor are compelled to mine and overuse
the limited resources available to them, creatingoemivard spiral of impoverishment and
environmental degradation. o

The Report states that Al ndia wil!/ have to me
moves along its growth trajectory. It will have to aim at a-Ewission, resoureefficient

greening of the economy with minimum impact on its GDP growth. India will have to value its
natural resources in an appropriate manner so as to take in to account sustainability issues. While
calculating its GDP, it will also have to take in to accdbatimpact of pollution on cost of public

health and the cost of cleaning up of the environrtteaithas been destroyed in the process of
economic development. Conventional measures of GDP growth do not adequately capture the
environmental costs. Itshoutle vel op a Green Devel opment | ndex

To bring about such a major shift in developmental strategies and methods to measure green
gr owt h, | ndi ads policy planners and industry
® Substantial stepp in public and private investments in R&D to design and develop
new fAgreen products and serviceso
(i) Devel op appropriate figreen technol ogieso
(i)  Putin place a mechanism that will ensure that these new technaogiagailable to
the manufacturers, especially the MSMEs, at an affordable cost
(iv)  Extend a package of support and services in an integrated manner to sectoral MSME
Clusters to implement green technologies
(v) Make consumers aware ofprobdecbenahdt seotWi
there is increasing demand in the market for them and theyiget appropriately.

The contribution of the manufacturing sector to environmental degradation occurs during three

stages viz.

1. Procurement and use of natural esourcesDuring extraction of naturalesourcesthatare
used as raw materials, environmental damafijen takes place. Mitigating and control
measures tend to be ineffective and inefficient. Ecological imbalances in the surrounding
natural environment through air emissions, effluentoff and destruction of soibkes place
invariably. There are instances of esse/e exploitation of certain neenewable natural
resources, leading to rapid depletion of the resourcescandequentlynonavailability of
the scarce resourséor future use.
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2. Industrial processes and activitiesDuring the manufacturing procetself, there is often
generation of emissions, effluents and solid watstasdamage the environment. There is a
need for putting in place industrial processes and actititegseduce waste of resources and
minimize, if not eliminate all together, ti@pact on the environment.

3. Product use and disposalEnvironmental damage can occur during the consumption or use
of the product and when the product is disposeaftef use The responsibility of proper use
and disposal of the product lies with the consumer but also with the manufalitereoncept
of Extended Pr od(&RRehadbeen Reompqaied s thddaste Rilespy
the Ministry of Environmentorestsand Climate Change (MoEF&CC) and is proposed to
be incorporated in the Waste Plastualéd EPRmakes the manufacturer responsible for the
environmentallysafe disposal of the final prodwadter useand also for effective rase or re
cycling of theusedproduct or its components to reduce waste.

To control environmemd pollution and degradatigrine Centraland StateGovernmeng have
mainly used statutory instruments faying down environmental standartisjiting expansiorof
the pollutingmanufacturingactivities or issuing of directions to either close daperations or
shift the operations away from human habitation or environmertallyie areas.MSME
enterprise thatdo not havethe technical, financial or manageriaapdilities to comply with
statutorypollution normsor to relocate theenterprise havein some instanceseceived notices
from the local State Pollution Control Boartts close down operationghis has affected
production, led to loss of employment and creataad unrest in the local areakhe following
are some significant examples adverselyaffected MSME clusteras brought out by a study
conducted by Foundati on f oStudyMsR&EorsGor Enployenens i n
in MSME Clusterso.

Nearly 20 per cent (8 of the 46) clusters surveyed by FMC in 2012, have suffered employment
reversals due to pollution (solid/liquid waste emissions) related challenges and the regulatory
issues posed by the GovernmeAtmong the affected industrial cless, thempact of pollution

on thelocal environment was sevedespitethe fact that there weedfluent treatment provisions

in 5 of the 6 clusters. Again of these 6, while in 2 clusters it has led to closure, in the other 4 it has
restricted growth. IMirupur dyeing cluster, improper effluent treatment technologies in CETPs
have led to closure @nterpriss due to nortcompliance to pollution control norms. Similarig

Ambur leather cluster, insufficient treatment capacities have led to closure of more than 30
enterpriss in the cluster and restrictions on establishment ofergerpriss. These have led
significant fall in employment. Kanpur leather clusteas also exgriencel negative growth
because ofhe inadequate capacity @xisting CETPthat cantreat less than 30 percent of total
effluent output of the cluster.

In the Howrah foundry clusterrestrictions on expansion have been imposed byState
Governmentin order to keep air pollution levels under control. This has resulted in no new
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enterpriss being set up in the last 5/6 yearsl,in fact, has resulted in sumber ofenterpriss

being closeddlown Similarly, while limited capacity to treat waste iretETP has restricted
expansion oénterpriss in the Ahmedabad dyes and intermediaries cluster resulting in stagnation
and fall in growth of employment in the cluster, the situation is becoming even alarming due to a
i n eommittal stance of thBtate Goe r n me nt 0 .

Andhra Pradesh is planning to put the industeiaterpriss, that currently exist in and around
Hyderabad, into mulpurpose commercial spaces by shifting all the polluting manufacturing
enterprissaway from the urban habitatianBhe Stat€&sovernment pines that all neventerpriss
shouldbe established in the 45 zones located outside the ORR (Outer Ring Road). The Bulk Drug
Manufacturing MSMESs are threatened with this decision as the shift will cost them Badther
uniquecase of regatory issue, the Sivakiaireworks clusterthatis losing out on growth and
employment opportunity because of restriction on exparigidhe regulatordDespite the largest
producer ofireworks having around 630 licensexterprise making an annual turnover of around
Rs.1500 crores, this cluster is not being able to make any move.

As per the existing regulatory frameork there is a rigicapproachthat mandateéd Compl y or
Cl ose thabcaegp D v e way Conaply and Beodfi @pprdachMSME manufacturing

enterpriss thatfall under the Red Categocanbe encouraged to develop voluntary benchmarks

on sustainability parameters unadrich there could be fiveategories in terms of pollution levels
namely fiRedo, AOrangeo, AAmber o, AYell owo and

There are 7 Acts relating to environment protection administerdditigtry of Environment,
Forest and Climate Chang®I¢EF&CC) namely Indian Forest Act, 192 Wildlife (Protection)

Act, 1972, Forest (Conservation Act, 1980, AIR (Prevention and Control) Act, 1981, Water
(Prevention and Control of Pollution) Act, 1974, Environment (Protection) Act, 1986 and Water
(Prevention and Control of Pollution) Cess At§77. However, under these Acts, there is a
veritable labyrinth of rules, regulations, Court rulings and administrative orders. Most MSMEs are
not even aware of many of them.

MoEF&CC had set up a High Level Committeader the Gairmanship of T.S.Bubramaniam

former Cabinet Secretar§government of Indidor reviewing and streamlining the legal structure
relating to environmental protectiofhe Committeesubmitted its report in November 2014.

While commenting on the complex framework of lawsesulegulations court judgements and
administrative orderselating to environment, the High Level Committee had this comment to
make A Tlhaet iloengsi sare weak, monitoring is weaker
infirmities, inconsistenciesnd inefficiencies in the administration of laws, rules and regulations

that it listed. It highlighted the issues afuplication of work by differentwuthorities;shared
jurisdiction; absence of deterrent penal pgaons in transgressiongiefficient monitoring in the

field; inefficient, flaccid enforcement machinermon-exhaustive abatement provisionson
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accountable institutionsweak financial powers nonprofessional manpower and limited
application of science and technology in the pollutionm@system. It also found that the process
for clearance and approvals of projewatasvery cumbersome and tirednsuming.lt further

observed, AThe |l asting i mpression has remai nec
have really served onlyne purpose of a venal administration at the Centre and the States, to meet
rentseeking propensity at all | evel so

In view of these findings of the High Level Committee, thereevgdently,a strong case for a
serious review of theentire legal structve relating to environmental protectioand
reduction/elimination of pollution and fanurgentoverhauing of the administrative structufer
implementingthese laws, rules and regulations. A simple and enforceable legal framework and
efficient administative structure are essential foigh level ofcompliance by all stakeholders
including MSMEs.This however cannot be undertaken effectively without linkages with other
public and private sector stakeholders and in particular the development framework.

CHAPTER Il

Analysis of the Public Schemes of Assistance and their usage in the
context of SCP

In light of the objective of the paper that aims to assess the existing national policy support system
and suggst ways to address primarigustainable production issues, an analysis oatagdable

public schemes of assistance was considered impoftaatpaper identified the available public
schemesssistance across relevant ministaethe Govt. of India as they existedOctober 20%.

A total of 205 pubic schemes of assistance were then identified through web based search building
on the information contained on the websites of different minisifiesTwelfth Five YearPlan
document, Central Government Budget docus)ethe apprové Budget documents, Outcome
Budgets and the Annual Reports of the concerned Ministries/Depastoféabvernment of India

were also consulte@ubsequentlyiéld level surveysvere conductetb capture the perspectives

of the intendedl154 beneficiaries though structured questionnaireBersonal meetings and
interviews followed thigvith leaders of industry associatiotschnical experts in different fields

and policy makers.

Before taking up thanalysisof 205 schemeBom the point of view oSCP,it wasnecessary to
identify theessential elementis the schemethatare identifiable. In other words, what should be
the yardstick to determine if any particular Government scheme for MSME development has a
component of SCP embedded in it? Some of dlmments of sustainabilitthat have been
considered whilanalysingexisting Government schemes for MSMEs from the point of promoting
sustainability are the following:

1) Energy efficiency

2) Increasing use of new and renewable energy
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3) Waste minimization

4) Effective control and management of waste

5) Beneficial uses of waste

6) Reduction of air, water, soil pollution

7) SCRoriented financing or Green financing

8) Occupational Health and Safety (OHS)

9) Use of ICT in manufacturing for enhancing productivity
10) Skill up-gradation of workers especially from SCP angle
11)Creating awareness amongst managers of the benefits of SCP
12)Investment in R & D for developing green technologies
13)Marketing of Green Products

14)Integrated and Aggregate Reporting

The 205 public schemes asarsce from among different Ministries and Departments of the Gowt.

of India are listed atvww.clusterobservatory.in All these schemes relate to MSME sector
development. These schemes were analysed fropetispective of the thematic areas that they
supported. These thematic areas are entrepreneurship development, infrastructure development,
skill development, technology tgradation, promotion of R&D, occupational health and safety
(OHS), marketing, instittional credit, financial support (subsidies, margin money support) and
energy and environmen{See Figure 1 belowJhis analysis has facilitated identifying those
schemes that have anhailt component of SCP (Part 1) and those schemes that presemiby do

have an element of SCP but there is scope to incorporate such an element in these schemes through
appropriate restructuring (Part Il).

These schemes have been analyzed and divided into 4 broad categories of services as depicted in
figure-1for all thematic areas together andigure-2 for various thematic areas separately. Here

the number of schemes are not unique numbers. One scheme can have multiple components and
thus there is considerable odapping, with schemes falling in more thane thematic category.

An analysis of these 205 schemes shows that on the basis of the services offered by them, they can
be broadly categorized in to 4 categories:

1) Information dissemination through organizing seminar, workshops, exposure vists, et

2) Financial support for studies and R&D, like supporting feasibility studies, need/gap
assessments, R&D projects €83. Skill development/ upgradation (technical, nortechnical
skills) through training and capacity building; and

4) Support implemertation by providing direct or indirect financial or tangible (hard activities)
support.
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Figurel: Thematic Distribution of Public Support Schemes
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Figure2 suggests that 63% of the total
number of schemes support implementation
whereas  15%  support  information
dissemination, 14% support studies and R&D
and 8% support skill development and
training.

There is adequate data available on the
policies andprograns of Government of
India and the State Governments relating to
the development of MSMEs,ncluding
schemes for energy efficiency and
environment protectionHowever, there is
hardly any literature available on the
perception of the MSMEs about Government

Schemes meant for their developmditite following questionswvere considered important.
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1 What isthe level of awarenessnongsMSM entrepreneurs abotlte various schemes of
Governmentespecially those relating to sustainab#ity

1 What isthe extent ohccessibility of these schemes for the M8Mreprenes?

1 What are their views onparopriat@essand adequay of Government schemés meet
their needs

1 Whether sustainability issues areconcern ¢ themwhile formulating their development
strategies and itheir operation®

Therefore, to meet this gapinformation the Foundation for MSME Clusters undertook a survey
based on a structuregliestionnaire to elicit the opinion of the MSME entrepreneuarshese
issues The information was collected by the project field staff by interviewing 154 MSM
entrepreneurs in Punjab, Andhra

Pradesh, Rajasthan, West BengFigureS: Awareness of the Schemes (in %)

and Odisharepresenting a wide
range of industries betweer
Februaryand July 2015A copy of
the Questionnaire an(
methodology of the survey
undertaken and the analysis of tl

responses are givemAnnexure-

4481

32.24

4.
Out of 154 enterprise surveyed . i

by FMC, less than half of the
GOVERNMENT ENERGY ENVIRONMENTSOCIAL ISSUES
sample (69 entrepreneurs or SCHEMES FOR RELATED RELATED RELATED

44.81%) were aware  of MSMES

government schemes in general,

while the rest of thenterpriss (85entrepreneursr 55.19%)werenot aware of any scheme at all.
The depth of knowledge of the schemaess also very poor. Out of the &hnterprise of the total
sample of 154 who were aware of Government schemes)tB&preneuraereaware of only one
scheme, 1&ntrepreneursachwereaware of 2 and 3 schemes, while onlgrrepreneurs were
aware of more than 4 schem#ge could therefore concledhat

Learning no. 1. The general awareness about the public schemes of assistance is very poor
among the enterprises.

A specific question was thereafter asladdut their awareness about SCP related schemes. As far
as awareness about schemes for energy efficiency are concerned, only 9 entrepreneurs (5.84%)
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indicated that they were aware of the schemes and as for schemes for environment protection are
concerneanly 8 entrepreneurs (5.19%) stated that they knew of these schemes. 49 entrepreneurs
(32.24%) knew about social issue related schemes. The figure in the case of social schemes is
slightly higher, reportedly due to schemes like ESIC and the governmelatti@gon compulsory
insurance of workers. The awareness of welfare schemes for workers was significantly higher in
West Bengal and Odisha (77.78% of the sample of 36 entrepreneurs) and the lowest in Andhra
Pradesh (26.83% out of a sample of 41 entreprehem Punjab and Rajasthan, the percentages
were 36.11% and 41.46%ccordingly it can be concluded:

Learning no. 2: The awarenessiboutissues pertaining to mergy efficiency environment and
social issuess significantly low.

As regards theaespective roles of the Central Government and States Governments in the
promotion of MSMESs, poly 17 respondents were aware $tiate Governmergchemes whild 08
respondentgvere aware of Central Government scheriiég role of Government of India in the
promotionof MSME development remains far mosgnificant compared to that of thState
GovernmentsWith the substantial devolution Ghancial resourcet the State Governments on

the basis of the4t" Finance ®mmission recommendations, it would be desirable for the State
Governments to now assume a greater role in the formulation of new schemes for the development
of MSMEs.

Of the 205 schemes of the different Ministries of Government of India, the sctieate® most
knownand popular in terms of applications filed for drawing benefiessCLSS, PMEGP, MSE

CDP and CGTMSE.Of the various sources of information about Government schemes,
Government officials, especi ate$and MSME Ds,ovéera|l s o f
the most important source of informatid@27.27%) However,t h e respective i
associations came a close second as a source of information on Government schemes (25.97%).
T.V. and radio were most insignificant as far as ptmg information to them on Government
schemes. There is clearly a case to strengthen public media as an instrument to create awareness
about Government sches for the development of MSMHEsatwould include schemes for the
promotion ofschemes relating o ener gy, environment #oath wor Ke
therefore be concluded:

Learning no. 3: The outreach awareness about the public schem#ésasigh District Industries
Centres and MSME DiIs followed by the Industry associations.
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Figure4: Sources of Information (in %)

I 207
B s

The feedback from theFMC survey indicates clearly that MSM entrepreneurs also look upon
sustainability issues primarily from the aspecheéd tacomply to statutory regulationsntailing

a certain element of dures$he likely economic benefits of adopting environmémendly
production techniques are hardly understood or apprecititede is a welkstablished, proven
business case for green production systeGisaner produon systems, adoption of waste
minimization measures, commercial use of industrial wastes, good-keegmg are measures

that have the potential to reduce costs of production, increase production efficiencies, improve
wor ker 6s h e al rmor ofeemtian soevereimpyovedhe guality of the final products

and enhance the brand image of the company. This positive or felwekidg aspect of
sustainable development is yet to be grasped by a large majority of the MSM entrepreneurs. In
view of ths, it is felt that there is a need to create greater awareness amongst MSM entrepreneurs
of the economic benefits of sustainable production and consumption so that they come forward
more readily to adopt such measuf@se next learning that can therefdse drawn is

Learning no. 4: Sustainability issues are largely looked upon by the enterprises merely as
compliance driven and not that can also have a business .case

The survey tried to ascertain the degree of accessibility of MSMEs to the egdtEges meant
for their development. It sought to identify the number of respondents who phedafor a
scheme in the last thréi@ancial years. Only 37 responde(2g %)out of a total sample of 154
stated that they had applied under one or the ettisting scheméNhen asked whether the funds
received by them under the Government schedoraeshich they had appliedere sufficient and
whether the services offered (activities supported) weedul, the response was a rating of 3.28
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and 3.19 for théwo questions on a scale of 1 to 5 (which means an average ratingy.therefore
be drawn that

Learning no. 4: The adequacy of funds available under most of the public schemes of assistance
is considered adequate

As regards the issue whether thasting Government schemes met their nedasyéspondents
to the surveyopined that their greatest busineskted need was the requirement of credit
especially working capital from bank3his need was largely unfulfilled according to 55
respondentsut of thesample of 154A few of the entrepreneursvenstated that they required
handholding supporto obtain credit from bank§.he secondnost important need wageater
support for technology ugradationthat covered technical guidance on the pa®e of new or
latest technologgndselection of equipmenthe third most important need waishancedupport
for the marketing of their producthatincludedstrongemarket linkage through identification
of new markes for their products, use of mass media such as useM$ to obtain buyer
information, participation in exhibitions, assistance to enter global markets, anddldnt)
support for gauging market trends, promotional assistance and so forth. The otm&ntgeas
where the respondents sought greater fl@u&overnment schemegere infrastructure support
(such as land, water, power, rail, road network, electricity, drainage system and common facilities
such as testing facilities) and skilevelopmentand skill upgradationfor their workersit may
therefore be drawn that

Learning no. 5: The top three perceived support requirements among enterprises is access to
adequate & timely credit, support for technology upgradation and assistance for market
linkages.

Another question that was askegelrtained to the time that it takes to access the various schemes
of assistance and the procedural issues associated with them. The general perception was that the
procedures are cumbersome and it is difficult to access many of the schbarefore:

Learning no. 6: The MSMEs find it extremely difficult to access the different Government
departments for obtaining assistance in the areas of their needs.

Thelearnings from the survey raiae importangjuestionnamely,why have sustainability issues
remained confined to the realm of regulations for all the major stakehtiaepslicy makerghe
regulators and the MSM entreprenewich remains to be understood abdi adequacyand
appropriateness @dsovernmentschemedor promoting sustainable development of MSM&s
the one handandof pooraccessibilityto these schemdyy MSMEs and ofnadequat@wareness
of the positive benefits that they can derive from themthe other handThe present study is an

24



attempt to address thiargelyunderexamined question and suggest appropriate policy measures
to promoteSCPamong MSMEs in India.

In order to test the general awareness and concerns related to sustainability and its implications of

the business process, some questions were asked retrospectively in the survey. The responses could
be recorded for about 114 out of the l&#terprise. To begi n  wit h, entrepr
regarding effects on different aspects of sustainability su¢h)asnergy consumption (e.g. coke
consumption); b) Environmental impact (e.g. pollution/ waste discharge, etc); egKpleitation

of naturalresources d) Wor ker sd6 heal t-heingwetegaugetl.et y and s
Out of t hese, W O I Krigures: Business Concerns (In %) and
social weltbeing as a concern came out !

be the major concern of business egsed

by 75% entrepreneurs out of 114. Ener

efficiency, environment damage and ov

exploitation of natural resources as maj

concerns expressed by 55%, 46% and 2 _
entrepreneurs respectively. Only 40 Q
entrepreneurs mentioned that they he I

taken any masures to addres

sustainability concerns identified by the

and mostly to comply with the regulator ENERGY  ENVIRONMENT  ESOURCES HEALTH AND
requirement and for doing small charitab e
work like tree plantation.

Sustainability is a relatively new concept and has been takeraccount while setting up the
business initially reported by majority of the respondents. However, it is encouraging to note that
70% entrepreneurs mentioned that they are willing to adopt appropriate measures to address
sustainability issues in thddusinesses if knowledge and hand holding is providée remaining

30% do not see sustainable behaviour as important for the buJiheg®rception changseed

to be brought intamong these entrepreneurs through sensitisation, education and exposure to
successful examples.

Learning no. 7: The current level of engagement on sustainability issues is low but there is
willingness among the entrepreneurs to address sustainabilisues provided awareness,
capacity building and hane¢holding assistance is adequately provided.

With the intentiorto providepolicy inputs on integrating sustainability factors in public support

schemes for the development of MSMEs and streamlisirofp schemes to promote sustainable
production by MSMESt was felt necessary tmnaly® the existing governmesthemeso assess
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their linkages with sustainability issues. All the 205 public schemes of assistance were categorised
in two parts The partl culled out those schemes that already have elements of sustainability
Further assessment made whether the sustainability component can be further deepened.
Whether the funds provided under the schemes are adequate and whether the existing schemes can
be streamlined to achieve greater impact in the field with the available resoartéisclassified

those schemes where there was scope for inserting elements of sustaifaeliye important

schemes for MSME development are selected in this gart fine point of view of outlays and
coverage. It has been suggested that an audit of other schemes be undertaken for possible revision
or re-designing to bring in the elements of sustainability in thEhereafter, based on these two

parts and our learniggso far, suggestions are made on how to integrate promotion of sustainability
among MSME clusters using the schemes. Eht®ntained in part 11l below wheseiggestions

madeto formulate composite schemes for promoting sustainablesldgwnent of MSMEN a

sectoral andlusterbasis. Such schemes would offer émeerpriss in the selected MSME Cluster

a package of support/servidbatwould meet most, if not all, of the major needs ofahterpriss

in order to achieve the goals of sustainable gndad down for the clusterTwo integrated
development programs are given as illustrations of this approach, namely, national program for
sustainable development of the foundry industry mational program for greeningf brick
manufacturing.

Part I: Analysis of Government Schemes with SCP Component Embedded in the@ut of

the 205 relevant schemes of different Ministries/Departmerthat are listed in
www.clusterobservatory.iit was observed that theaee 37 schemeabatcan directly be brought

under the categories &CP that includenergy efficiency, environment and social schemes for

the MSMEs.The schemes were judged by examining whether one or more of the -14 pre
determined components were preseanthe schemeOut of the 37 schemeswtas found that in

terms of the budgetary allocation, the social component has been relatively of a high order.
Schemes such as Empl oyee Pensi on Scheme, Pr
Programmend Rashtriy&wasthya Bima Yojana are heavily funded by the Central Government
and are atindia schemes. However, despite the large budgetary outlays, these schemes have not
been able to reach out to a large section of the MSME population.

In schemes related to enemment and energy efficiency too, despite the guidelines and objectives

of the schemes, most of the schemes are unable to adequately cover the MSME sectors
geographically. The scheme of development and promotion of clean technology and waste
minimizationstrategies can be considered as one such example. The 24 sectors which are covered
under this scheme are ag¢vased industries, aluminum smelter, caustic soda, cement, copper
smelter, distilleries, dyes and dye intermediates, electroplating, fertiliregrated iron & steel,
tanneries, pesticides, petrochemicals, plastics, drugs and pharmaceuticals, pulp and paper, waste
oil refineries, sugar, energy, zinc smelter, textiles, paints and resins, chemicalsvasteEThe

annual budgethathas been allo¢ed for this scheme is not enough to provide enough coverage
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for all the MSMEs of the 24 sectors identified for this scheme. The nunabesngoing and
completed projects have been quite insignificant (18 and 25 respectively). Most of the projects for
clearer technologies have been situated in urban areas, specificadiydi around Delhi and
Chennai.This also shows that the scheme does not have a wider reach for MSME across the
country, especially those located in #maller urban andural areas.

Another issue with a few of the schemes is that although the guiding principles and objectives are
clearly specified, the results of the scheme as against these objectives are not always clearly
recorded. The scheme on Research, Design and Development ofdREn&mergy under the
Ministry of New and Renewable Energy is one such example. Its focus areas are elaborated as
emphasis on Alternate Fuels; Green Initiative for Future Transport (GIFT); Green Initiative for
Power Generation (GIPSPistributed new andenewable energy systems to provide cost
competitive energy supply options for cooking, lighting and motive power; New and renewable
energy products for urban, industrial and commercial applications, including energy recovery from
urban and industrial wasteand effluents; and MW scale grid interactive renewable electricity
systems to contribute towards supplement and eventually substitutefdessibsed electricity
generatonT he Mi ni stryods dochemneaaomnes achieveddhesa schemese c or d
duringthe last five yars

Hence, looking at the 37 schentbsat have the SCP components embedded in them, it can be
stated that

Learning no. 8 There are only a few schemes that are directly relate(SCP component but
many of the schemes, particularly the social ones are well funded but with limited outreach,
neglecting the rural and semi urban areas.

Part II: Analysis of Government Schemes which do not have any SCP Component but can

be re-desigred to incorporate it Schemes available for Technology, Innovation and R&D can

be potentially used for promotion of SCP. Along with these, the schemes on skill development,
entrepreneurship development can also be tsedeate basic awareness and capacities among
MSME to adopt SCP. We can take the example of Technology Business Incubators (TBI) scheme
of DST to illustrate the case. This scheme encourages successful business ventures that create jobs
and wealth in theiregion. The TBIs, besides providing a host of sewviprimarily to new
enterprisesalso facilitate an atmosphere congenial for their survival and growth. Under the
scheme, the incubators can help tenant companies in securing capital in a number of ways
including managing whouse and revolving incubation funds/ seed support fund, connecting
companies with angel investors (hightworth individual investors), working with companies to
perfect venture capital presentations and connecting them to verapitlists, assisting
companies in applying for bank loan. Incubators can integrate SCP practices into their businesses
through this scheme.
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Another similarscheme forentrepreneurship development supgbgt can also potentially be

linked to SCP igRashtriya Mahila Kosh (RMKjthatwas established by the Government of India

under the Ministry of Women & Child Developmefitie aims and objectives of the Koeteto

undertake activities for the promotion afredit as an instrument of soeéconomic change
development through the proiaa of package of financial & social development servites;
demonstrate and replicate participatapproaches intheomgad zati on of womenos
effective utilization of credit resirces leading to setkliance; to promote and support
experiments in the voluntary and formal seaising innovative methodologiedp promote

research, study, documentationandanalysit o pr omote the federation
organisations for shaping & exchange of experience and informaitnehto develop skills in
response Rrmnagement & social mobilizationto promote and support the expansion of
entrepreneurship skills ansmg women;andpromote and support grassot level societies and
organizations and other participatory structures for providing for women effective access to
decision makingConsidering the fact that this scheme is meant for gaagdevel initiativesjt

is believed that this would focus on a large variety of crafts and local food processing besides many
others it already supports SChe potential components that can be enhanced using this scheme

are SCPRoriented financing or Green financin@ccupaibnal Health and Safety (OHS) to ensure

wor kersd health and safety i.n all manufactur.i

Another example of where technolegglated schemes can also have an SCP component is the
Technology and Quality Upgradation Support (TEQUP) to MSMESs. By incorporating the SCP
component, MSMEs can be encouraged to implement energy efficient techniduesntetprise

with the help of various subchemes such as clean development mechanisms and establishing
carbon credits aggregatieentresn various parts of the country.

The Ministry of Culture providesanyfellowships, at both the junior and serlievels for artisans

and for the revival of tribal traditions. If these schemes focus on SCP components by having special
themes or categories for traditiotieat highlight sustainable consumption and production, more
emphasis can be provided for the imgment of environmental and social wiedling.

However, not all thschemes are specifically desigrfedthe MSMEs in patrticular, such as the
Support to Training and Employment Program for Women under the Ministry of Women and
Child Welfare or Assistance to States for Developing Export infrastructure and Allied activities
scheme under the Minigt of Commerce and Industry. he first step would be to align such
schemes with the needs of MSMEs and ensure that MSMESs across the county are aware of these
schemes. Thereafter, the concerned administrative Ministries can introduce SCP components to
ensure sustaable development of the assistadterpriss. Therefore:
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Learning no. 9: There are several public schemes of assistance that can be aligned to meet the
SCP objectives biyncorporating relevant elements.

The part Il below, building on the analysibove provides an integrated approach towards
formulating schemes of assistance.

Part 1ll: Integrated Approachesto formulating Schemesfor Promoting Sustainability of
MSME Clusters: Most of the current schemes for MSME development of the various
Ministries/Departments of Government of Indiad in particular,the currentschemes of the
Ministry of MSMEs address general thematic issu8sme of these schemes &we common
infrastructure development (MSME I[@ter Development Programm MSME CDP);
implementation of energy efficient technologisstting up Carbon Credit Aggregati@entres
technology upgradation promoting Lean Manufacturingproviding access to credit (€dit-
linked Capital Subsidy Schemejuality improvement (Qudal Management Standards/Quality
Tools Scheme for MSMESQMS/QTT), assistance to achieve national and international standards
(ISO 9000/14001/HACCP Reimbursement Schemerketing assistansehemes (Marketing
Assistance and Technology tgpadation Scheme for MSMESs, Vendor Developnigaigrantor
Ancillarization, Export PromotionProgram for Packaging), capacity building of new
entrepreneurs (Support for Entrepreneurial and Managebewelopment of SMEs through
incubatory, promoting use of information technology in MSMEs (Information and
Communications Technology schemes for MSME=xsistance in developing new designs
(Design Clinics Schemeand creating awareness about intellectpabperty rights Building
Awareness on Intellectual Property Rights for MSMES). These schemes can be availed of by any
of the MSMEs either by individuaknterprise or by a group oénterpriss, acrossll sectors.

There are only a fevexamples ofsectoralprogrammes that encompass variesehemeswith

defined objectives to achieve over a given time period. Some of these targeted programmes are
National Leather Development Program of the Department of Industrial PoliciPraxgdans

(DIPP), NationalJute Development Programme and another one targeting automotive sector with
UNIDO and DIPP. Besides, there are specialised institutions to provide suppé&itiadr &

village industries coir, handicrafts, handlooms, pharmaceuticals, and food processing across
different ministries that have similarly a large number of thematic focussed schemes to cater to the
needs of their targeted sector. Individual or group of enterprises and can seek wughgothe

various schemes.

These generi@pproacks across different thematic aréasardstheformulation of development
schemes for MSMEs has certain seridtsvbacksIf an MSMEenterpriseplans to upgrade its
technology and introduce green teclugy, it would require, firsttechnicalguidance in the
selection andgourcing of the new technology.rhay have to make changes in the design of the
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productand of the production processés may alsoneedassistance to obtain ciedrom a
financial nstitution. For the upgraded technologlywould need to wgrade the skills of its
managers and worker$ wouldalsoneed support to market the new progucthe domestic and
global markets or link up wita supply chain arrangemetit may have to ptect its intellectual
propery rights. Presently, most MSMEs need to approach the different Ministries/Departments
under different schemes for such assistance. The process isoms@ming, inefficient and
cumbersome for the small entreprenedise suvey conducted by FM@n 2015 of the MSM
entrepreneurslearly brings out the fact that the MSM entrepreneurs find it extremely difficult to
access the different Government departments for obtaining assistainean®as of their needs.

The limited interventions made for 4gpading the foundry industry by seveggvernment and
privateinstitutionsin recent years are a goiidstration of how sporadic and limited interventions
have led tdimited impact on thdoundryindustryas a wha in the country There have been a

few projects taken up for the development of foundry clusters in the caxvargver since 1994

by a number of institutionsSome of the institutions that have made good impressiogveiss
Agency for Development& Corporation(SDC) in collaboration with The Energy Resource
Institute TERI), Petroleum Conservation and Research Agency, State Bank of India, Ministry of
Science and Technology, Department of Industrial Policy and Promotion under HUS Scheme
United Natios Industrial Development Organisation (UNID&)d Ministry of MSMEs under
MSE CDP.The effors over the last two decades hawgetheeensporadic coveringnly some
select foundry clustensith a limited outreacland covering only certain aspects af gfnoblems
facing theindustry.Many of theseinterventions have been successful but have reméangely

as demonstrations of what can be done but scaling up of the results to anidd¢ideve| even

with a targeted 25% outreach and helping solve eventhird of the relevant problenssyet to

be achievedFoundry industry is one of the most intervened and favourite sectors by different
agencies, so one can imagine the fate of other sectors.

It would be far more efficient and effective ifpfannedpackage of services offeredunder a

single sectoral schente an MSMEclusterto cover all aspects that need to be addressed tivben

enterprise of the identified clustewish to upgradetheir technologies and to introduce green
technologiedor sustainable developmeritherefore, it is recommended thatitially at least

those MSME clusts that are characterized by high enenggefficiency, bymaximum adverse

impact on the environment and by bad track record on social issues such aswa@keh eal t h &
safety should be taken up for this suggested sectoral ehested approach for sustainable
development of MSMEs.

A Report brought out by the Foundation for MSME Clusters, GIZ and Indgtitute of Corporate

A f f aNapping EnérgyEnvironment and Sociallsss among MSME C2018Bst er s
has suggestedraethodology for identifying MSME Clusters fpublic policyinterventionson
sustainability issuesThe criteriaused aresignificance of their contribution to the econofy

30



way of output, employment and exportevel of energy inefficiencieshe degree of their
contribution to environmental polluticeind the level of social issues that need to be addressed
TheReporthasidentified 11 sectoral clusters of MSMEstneed to be given priority in selection,
namely,foundry, sponge iron, leather tanning, textiles, dyes and chemicals, electroplating, brick
kilns, ceramics, glass and glasswaraallcementplants and pulp &aper.In all these identified
sectors, MSMEs angredominant and they are often concentrated in geographical clusters.

Two sectorsnamely,the foundry industry and briakanufacturingspread out across the country

are selectedn this policy mperfor a suggestd methodologyto illustrate the point. While the
foundry sector that is the third largest in global output after China and USA has about 5500
enterprises spread over 47 locatiotiere are close to 1480 brick kilns all over the country
aiding the construction indtrg. Both the sectors have an adverse environmental and social
standards recordAnnexure 1 & 2)

Besides the examples of two sectors of foundry and brick kilns, this paper also provides an example
of solar energy application in existing and new industrial complexes which can be replicated to
provide green solar energy to several small enterprises. tBewvernment of India has recently
made a commitment to UNFCCC to meet 40% of its total energy requirement from renewable
sources by 203@035as its Intended Nationally Determined Contribution. In view of this, a major
push is likely to be made Indiatime years to come for commercializing solar energy for industries.

An attempt is made here to explain such a project for the supply of solar energy to an MSME
cluster. The suggested project focuses on the essential factors for establishing the viabdty of

a project and identifying the areas where there are still significant viability gaps and what needs to
be done to overcome them. This blueprint has used the case study of the proposed green MSME
industrial complex being promoted by Association of y&htrepreneurs of Andhra Pradesh
(ALEAP), in Nandigama village, Medak district of Telangana State. This is described at
Annexure-3.

CHAPTER IV

The Way Ahead Suggestions for a Policy FrameworKor the
Sustainable Development of MSME Clusters

There are two cardinal principles for suggested policy framework to ensure scaled up sustainable
development of MSME clusters. These eo#laboration and convergence There is a need for
theindustry and the Government with its different institutional bottiellaboratdor takingup
concrete steps toollaboratively undertake andnplementidentified projects for the sustainable
development of MSME Clusters. Merely incorporating SCP compisnin Government Schemes

will certainly not beenoughAn analysis of the existing schemes shows that thematic scligshes

meet only one particular need of the MSME isneailly useful since the MSMntrepreneurBnd
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it difficult to approach differenindividual schemes of th®linistries and more from different
ministries.Theyneed a package of services or suppoder a singl@itiative that targeted across

a sector and cluster. Thisdgsnvergence Therefore, it$ recommended that tla@proach to the
formulation and implementation of Government schefoesustainable development of MSMEs
shouldbe redesigned. There is a need to take up integrated programs for focused development of
sectoral MSME clusterat a ndon-wide level addressing most, if not all, their needs through a
package of services and support interventemshat the preletermined sustainability targdts

the clustersire achieved

This however is only feasible if the various components of the national and local eco systems are
aware about the need and strong enough implement the messures. Clusters of similar enterprises
co-located in close proximity in geographical areas pro@deique opportunity in the Indian

context to facilitate convergence and coodination among the stakeholder some of which require
capacity buildingThe MSM entrepreneurs in the seleciddsters need to beommittedon their

own to achieve the target® acheve sustainabilitly. They need take initiative to take the
required measures not because of dbecaese of statutorydeguirementse ct i o
but because they are convindgbdmselves hat it i s tobgaeandproducess.iTheg s s 6
should take responsibility for eliminating pollution and protecting the envieon as part of their
businesseasponsibility.The role of the industry associations or BMOs, is critical in creating this
awareness and commitmeatong their members for sustainable developnmenmttunatelya

number of successful development initiatives reflect that there is a strong business case that exists
at least at the initial levels of upgradation that is less capital intensive and careldiakerdwith

shorter pay back periods. This however needs to complemented and supplemented with several
other measures that are considered to be more risky, have longer pay back period and are of the
nature of public goods. The role of government throtglkdeévelopment policy framework and a

large number of public schemes of assistance become relevant here.

The bigger question isolw this can it be doneThere are at least eight ministries at the meatio

level, the prominent among these being MinistyMEMES, Ministry of Textiles, Ministry of
Environment and Forest & climate Change, Minisry of Entrepreneurship & Skill Development,
Ministry of Industry & Commerce besides more than a thousand institutions in the public sector
that can be relevant. Amottige estimated 3500 industry associations, there are national, regional
and local besides besides sectoral & market oriented that need to work with the government and
its various institutions. Buyers, civil society organisations, media and judiciary aesbtbng

pillars that are related to business in general and sustainable businesses in particular. How can the
relevant institutions link and draw up initiatives to work togetidre following aresomeof the
suggestedmeasures thaheed tobe taken byindustry associations an@overnmentas a
collaborative effort
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1. Mapping and selectionof MSME clusters for special interventions: It is first of all
important to identify the clusters thate significant contributers to pollution atiuis lead to
environmental degradatio@oincidentally, several of these clustatso have negative social
issues. One broad methodology foappingof suchclustershas been suggestadd usedn
the document AMapping Energy, E n vCluster@ime n t a
| n d,i2@18, produced byFoundation for MSME Clusters, GIZ and Indian Institute of
Corporate Affairs.This identified 176 clusters across 11 sectors. There is however need to
update thisevery 3 years with hard data from the field and PCBesacthe countryThose
MSME clustershatare the highest contributers to pollution and environmental degradation
should bdirst selected for implementing intergrated programs for sustainable development of
the clustesin a phased mannewith targetsand benchmarkset for individualenterprise as
also for the clusteas a wholaunder various parameters (energy efficigremissions levels,
elimination of wasteseuse of waste etc)

2. Setting up platforms for Governmentindustry consultations and collaboration: The
Nodal Ministry for implementing such integrated programs should seQamsultative Body
for the selected MSMESectos consisting ofrepresentatives ofead ndustryasociations of
specialized research institutions, training institutions and technicalexperts to provide a
platform for governmentindustry consultations on policy mattefermulation of national
programs for sustainable development of select sectoral clustdrgor monitoring and
evaluation ofsuchprograns. Representatives of other Ministrislould also be includeah
theseConsultativeBodies, wherever necessaryo ensure inteMinisterial coordination to
promote SCPAn example of such a Consultative Body is Boeindry Development Council
set up receht by Department of Industrial Policy and Promotion, Government of limdia
2015 For the selected sectors and clusters, national initiatives need to be drawn up that will be
implemented by different institutions in the public and private domain, linkingith one
another with clear goals and time frames.

3. Ref orming Government 0s environment al regul
market-based instruments Governments primarily use legislation, rules and regulations to
address environment concerns. Action to mitigate impact on environment by industrial
activities is left to the relevant administrative departments who manage it only through
legislative enfotement. The efforts of Government agencies to monitor and enforce
compliance to regulations have not been very effective. There is widespread criticism of
rampant corruption in Pollution Control Board$ie ownership of environmental concerns is
not widelyheld by several important stakeholders such as the community, public and private
institutions and more importantly by the main polluters such as industries. Several state
governments look upon enforcement of environmental laws as a tool to enhancesdéoenue
the States. Even for issuing 6No ObjThiet i on
needs to change. Government should not use statutory instruments alone to address problems
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of industrial pollution and environmental degradation. It sth@dopt a developmeiihked

approach to tackle these problems by using development linked instruments such as
compulsory educational instruments for the the polluters. These development instruments
should also provide thé pbhtutaensbébbarmwesste
concerns are taken care of. If this happens, then sustainable growth of MSMEs will achieve its
own selfpropelled trajectory.

Voluntary monitoring and compliance by industries needs to be strengthened withyindustr
associations and cluster management organizafldreseis a need to put in placksclosure
mechansm for the adherence to thesponsibility practices. These Business Responsibility
practices and disclosure norms should be finalized only afternaitgng consultations within

the respective industry associations. The associations should take full responsibility to ensure
that themonitoring and evaluation mechanisms function satifactorily. The monitoring should
be done not only for the individuahterprise but also for the cluster as a whole so that the
concept of joint and several responsibilty is achie¥ée involvement ofdcal communities

and media will further ensure the same.

. Formulating and implementing a National Recycling Policy There are several beneficial

uses of waste. @nmercial use of industrial waste can contribute to the spinoff of several new
enterprises. A significant part of the polluted output however goes into the environment
because it is not properly segregated and channelled for possible commercialwags, E
construction waste, engineering waste and chemicals from enterprises are a few examples.
Public policy should consciously promote 6éwa
of industrial symbiosis. The waste produced by one industrial gctiould become a raw
material for another industrial activity. This would require putting in place public policies for
awareness creation and developing linkages among polluters and potential users. The policies
will also need to support R&D in this ardaor instance, slagroduced by foundries should be

used to produce paver bricks and waste foundry sand can be used as an input in the manufacture
of concrete.

The promotion of a national recycling industry based on modern techniques and enveloping
the arrent unorganized recycling sector should be given top priority. Recycling of materials
is and has been a prevalent and widespread activity in India but has been largely confined to
the unorganized sector without significant external support to impnodemainstream the
activity without consequential hazards associated with it. The opportunity and market potential
for waste management and recycling in India is immense but scientific recycling on a large
scale can be achieved only through an organizegtlieg industry driven by proper policy
guidelines from the Government and by the application of the more modern technologies. Such
mainstreaming of the recycling activity will give this industry respectability as well. There is

a need to integrate the ¢gr number of persons involved in this activity at present with the new
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recycling industry to be established. This will lead to inclusive growth and-ainisituation

for both the unorganized workers and the new industry entrepreneurs. Waste collediran, s

and grading can be an arduous but essential tasks. This can lead to improved health and safety
conditions for the traditional workers as well.

Training of staff of local authorities such as municipalities and of pollution control authorities

and dficials of industrypromotion agencies in recycling industry. Polluter pays principle must

be followed in all public policiesGover nment 6s responsibility wi
framework and guidelines for the recycling industry. It should devatimpdards to support

recycling and recovery of products. It is necessary to emphasize the need for strengthening the
capacities of local bodies in this field. The program should aim at promoting waste to energy,
co-processing and waste exchange activities | t shoul d promot e or g

associations.

Investing in R&D projects for developing green productsand technologies This would

require favourablgublic development initiativesnd substantial investments to support public

as well as private R&D initiatives for the-designing of existing products or for the designing

of completely new products and processes will be eccfriendlier than the conventional

ones. A PubliePrivate Partnership approach for R&D projects would ensure that the projects
selected are industmglevant and industrgriven. Efforts should be made fatentifying,
sourcing and promoting the use of best available technologies from all over the world for
specific manufacturing activities, after ascertaining their appropriateness for the MSME sector.
Government agencies such as National Small Industry Corporation, select CSIR labs, Bureau
of Energy Efficiency and private institutions such as TERI, Developiketnatives will

have to take the lead in this exercise with grant support from the government that ensures
strong offtake from among the industihe initiative to take a practive role in promoting
sustainability of MSMEs should be taken by MSMdSsociabns with support and
encouragement by Governmenith new schemes or components of existing schemes to
encourag@green technologies througbrovergence mechanisifhese technologies should be
should be appropriate and affordable for MSMEs. Cheapedlit to MSMEs should be
provided for adoption of green technologies and for supporting/promoting green entrepreneurs
who have developed dnouse green technologies. This would partially reduce the risks of
adopting and commercially scaling up the newegr technologies. Other initiatives that can

be taken is the promotion of venture capital for such green entrepreneurs, training and
mentoring such green entrepreneurs, providing incubation facilities, handholding assistance
for intellectual property regisation, legal support, commercialization of new technology and

SO on.
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6. Defining 0Green Productsbo, 0Green manufactu
0Green buil di ngs 0 ,and&don &here is noawidélyhaccepted glabal or
national standard for defining a product as a green proddotvever there is a broad
understanding whdthet e r m 0 g r eweuld inply. 4 id gewetaldy understodtiat green
products are those that have less adverse impact on the environment or are less detrimental to
human health and ecology than their traditional equivalents based on a Life Cycle Assessment.
Green products might typically be produced completepaatially from recycled components,
be manufactured in a more energy and water efficient way, be manufactured with no toxicity
in the process or product and be supplied to the market witfriecdly packaging. Products
thatare more water efficient, ergy efficient in their use and manufacture (e.g. B&ted
electrical appliancgsproducts marked with carbon/water footprint, products produced from
recycled materials, products thdd not have any hazardous materials, prodiheare bio
degradabland productthat after usecan be recycled or reused However, for each product
more specific definitions and benchmarks need to be developed so that they are identifiable,
measurable and verifiable.

Comparison of the environmental performance opraduct with national/nternational
benchmarks for its respective product category can be made to detehainevel of
0 g r e e of the malctAn index of greenness has been develdpedsian Productivity
Organization and by International Organization for Standardizaliois. understood that
MoER&CC is currently working on classifying product specifications for specifjezen
producs.

7. Developng Life Cycle Inventory (LCI) data for MSME products: Besides the production
side, focus of the policy framework also needs to be in the sustainable consumptib@side.
is a tool to quantify andnalysesnvironmental impacts of products and services thrahegir
entire life cycle. This has not still been taken up in any significant manner in India. It requires,
no doubt, a lot of time and effort and canextremelycostly. Initially only a few products
may be taken up for LCI datthat contribute significantly to the environmental degradation
and have high social implications$ will againrequire ceoperation between government and
private industries and specialized institutions teuiecessful. Once the technidoelife cycle
analysis of products isnderstoodind masteredanore products can be added.

8. Making producers and consumers aware of the benefitfroducers and consumers need to
be madeawareocs uch new 06gr eene spd owliutch sl ceontpb tiseelrivii ec
take up measures for improving sustainabdisyarexpressiorof their own commitments and
notas compliance o Go v e r n me n A dasonwide gwalersess icaonpaggn should be
taken up as a collaborative effort of industry associatidgbgsyernment and NGOs,
international organizations like UNDP, UNIDO, GIZ ettt is suggested thanitially the
interventions shouldocus onthose productgfoundry products, leather productsicksetc.)
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10.

11.

12.

thatare being produced by tientified less sustainabMSME clustersin a phased manner
other products can be also covered so that by 2030 almost all MSMEs involved in pollution
and environmental degradation are covetedbeling of Green Dot products;cemmerce of
green productsgcofriendly packaging are some other mechanisms by wmalketing of
green products cdrme promoted and facilitated.

. SCP-oriented financing or Green financing Inadequate access to institutional finance was

considered as one of the biggest husdile the MSM entrepreneurs in their response to the

survey conducted by Foundation for MSME Clusters between January and JulfyP@alics.
policiesshould be such de encourage the flow of institutional fimee to those manufacturing
enterprisethatprodic e or i ntend to produce O60green prod
p r o ¢ eThsextenbof financing of the manufacture of such green products can be monitored

by making financial institutions repdd RBI and to Department of Financial Servioessuch

matters on a regular basis in a wadifined format. Appropriate financing models to suit the

needs of the MSMEs need to be developeddlr such i nitiatives. (e. g

Promoting green public procurement and strengthening green supplchain mechanisms:

It is understood that MOEF&CC is working on developing Green Procurement guidelines for
Government Departments. Each government department should fix minimum quantities for
purchase of green products based on the guidelines thusngster growth of those MSMEs

that choose to develop and commercialise green products & services. The concept of green
procurement should be embedded in the mandatory public procurement policies instituted and
implemented w.e.f. April 2015.There is however need faxterding assistance to the

0 a d o pMSMH G&lusters for development of green products, implementing green
technologies andbr handholding through the entire development prooegse testingof

raw materials and final produc¢t®arketingof final productsetc.

Building capacity of industry associations Building capacity of industry associations
Busiress Management Organizatio®MOs) to enable them to take the lead in taking up
schemes for promoting sustainability of #aterpriss in their clustersThere are currently

only a few BMOs that provide real services and have the capacities to do so. These BMOs are
an important soueand channel for new ideas, ensuring outreach and undertaking meaningful
trials. They are also anmportant sources of information to the MSMiaterprise about
Government schemes.

Formulating and implementing integrated development initiatives among clusters and
sectors:thatwould consist of a package of schemes for extending suppsettoraMSME
clustersto meet most, if not all, of their needs as to enable them to achieve-geéned
targets on sustainability parametefsie programs should be formulated by Government in
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consultation with industry associations. Some of the aredashouldget focussed attention
under thesentegrated develbment initiatives a the following:

I.  Ensuring energy efficiency: Since the use of fossil fuel in industrial production and
in transportation is considereds t he maj or source of n0Gr ece
the aim should be to minimize the use of this type of energyeptrpriseof
production. Standards can be laid for energy efficiency for each sector of industrial
activity and individualenterprise ®erch-marked against these sectoral standards.
Public policy would require to put in place a system of incentives and disincentives for
individual enterpriss to achieve the sectoral goals of energy efficieMipistry of
Power, Governmentof India and the Breau of Energy Efficiencgould consider
including some of the large sectofdISME clusters under the PAT Scheroa
aggregate basis.

Ii. Increasing use of new and renewable energ®ince new and renewable sources of
energy such as solar, wind, fgasetc. are considered less harmful to the environment
than fossil fuels, the aim should be to increase the use of these sources of energy in all
industrial processes. The use of new and renewable energytprarisef production
by MSMEs can be an idefiible, measurable and verifiable element of SCP. Public
policy would require to put in place a system of incentives to make these renewable
sources of energy economically more attractive to the manufactemtegprisse as
against conventional energy.

li.  Supporting MSMEs in controlling pollution: The risk involved innvesting inR&D
for cleaner technologies is high. MSM#s not have the funds individually invest
in such projectsMoreover, they do not have tecbal capacities to under take the
R&D or hire consultant for the same. Pollution control departsneedd to come out
with tested technologies and approved vendors for sourcing of cleaner technologies.
In addition, there is a need to provitleancial support antiandlholding to MSME
clusters taadopt/ adapt cleaner production technology and solutions.

iv.  Minimizing waste at every stage of the production proces®Vaste is generatad
the case of most industrial processes. These can be in the form of solids, liquids or
gases and can be toxic or Atmxic in nature. For instance, foundries produce waste
sand, slag, flue gases and so on. Textile elyterprise produce water contairgn
chemical dyes. Leathenterprisse produce water containing solvents. There is a need
to develop green technologies specific to each industrial acthatyvill reduce the
level of waste produced per unit of production. The waste produced by eadhnahdus
enterprisecan be identified, measured and verified and measures taken to minimize
the production of such waste. Public policy would require to put in place a system of
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incentives (support for R&D projects to develop new green technoltiggesvill
minimize waste production) and disincentivestri€t implementation ofPollution
Control Laws).

Effective control and management of wastauld have to be promoted.nitay not be
possible to completely eliminate waste production in all induseigterprses
immediately. However, efforts should be made to effectively control and manage
wastethatis possible in practically all industrial activities. For instance, in the case of
MSME leatherenterpriss, a collective effort to manage waste can be madeghrou
Common Effluent Treatment Plants located in leather clusters. In the case of MSME
foundries, common sand treatment plants andsee of such treated sand can be
encouraged through appropriate public policies.

v. Introducing Lean Manufacturing Techniques: Lean production is a muiti
dimensional approach that encompasses a wide variety of management practices such
as Jusin-Time, Total Quality Management (TQM), Total Preventive Maintenance
(TPM), Human Resource Management (HRM), and Supplier Chain Management
(SCM) and so on in an integrated system. The core thrust of lean production is that
these practices can work synergistically to create a streamlined, high quality system
that produces finished products at the pace of customer demand with littlevas®o
The existing scheme of Lean Manufacturing must be made mandatory for application
in the select less sustainable clusteegyinning with the MSMEs with higher
environmentally adverse implications followed by the lesser ones.

vi. Encouraging the use of ICTin manufacturing to eliminate waste and minimize
the use of natural resourcesThe use of Information Technology in the designing of
products and in the manufacturing processes can lead to considerable reduction in
waste and in quality improvements. Softe/@ackages are available in the market to
meet the requirements of specific indiesithatcan shorten the product manufacturing
cycle and reduce waste through simulation techniques. Public policies need to support
MSME clusters in making available such relevant software packages in Common
Facility Centres that can hesed by the members of tbkister on timeshare basis.
The benefits from the use of such software packages by select MSME clusters can be
identified, measured and verified.

vii. Up-grading the ill sof workers, supervisors and managergspecially from SCP
angle MSME manufacturingnterprises may install new equipmetitatare based on
Agreen technol ogi e seoterpride mayshave th coasides hirtngt at i o |
of new technical staff trained to manage such equipment or else, if possible, train the
existing staff in the use of this equipment. The staff needs to be made aware of the
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benefits to the environment and to themselves inquédat about the benefits of such
green technologies so that they implement them effectively in a sustained manner.

vill. Mandating that all new factory buildings should be green Green buildingscan
contribute substantially to energy saving, water harvestimgplthy and safe
environment for workers et&fforts need to be made by Government and industry
associations formppmoting and creating market demand for the construction of green
buildings for the factory and offid@docksof MSMEs. State government$isuld take
the lead in developing guidelines and standardsr&srgactorybuildings so that local
conditions can be taken in to accauf@apacity building ofgreen architects,
contractors, evaluatorgnd assessorshould be taken umtensively Government
should encourage experts in this field to sesegredited laboratories for testing green
building materialsand should identifymodal agencies to certify or rate green building
materialsand green buildingdt should be mandatory forem industrial estates set up
for MSMEs shouldhave only green buildings. Already green rating systems are in
place such as IGBC, LEED, GRIH&tc. The design and size of retdps for new
factory buildings could be specified so that solar panels can be instalM8ME
clusters on a large scale.

IX. Ensuring that issues relating toOccupational Health and Safety (OHS)are
addressed:Ensuri ng workersé health and safety
activities should be an important element of sustainable production. Public policy
needs to provide incentives (awards for induseraerprise thatachieve high levels
of OHS) and disicentives (labar |l aws to make measures f
mandatory) to the manufacturiegterprise t o ensur e wor kersd he
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Annexurel: Strategy for Sustainable Developrhef Foundry Industry in
India

Significance of foundry sector:The foundry industry in India is threother ndustry that provides

a wide range of ferrous, ndarrous, aluminium alloy, graded cast iron, ductile iron and steel
castings to almost all engineering industri€be sector has strong linkages wathtomobiles,
industrial machiner (such as machineries for textile, jute, cement industries), pipes and fittings,
sanitary ware, pumps, compressors and valves, electrical equipment andpdiapsets &
engines, aeronautic&# space, agriculture machineries, rajwaand so on. The automobile
industry is, by far, the largest user industry procuring as much as 32% of the total castings
produced.

In spite of the critical role of the foundry industry in the manufacturing seatbthe increasing
demand for foundry products from the user industries, the required investments in this sector are
not taking placeConsequentially these user industries are heavily dependent on imports. It was
fore-casted bythe Indian Institute of Fowdry-men thatthe demaneupply gap idikely to grow

from the therlevel of 8 million MTsin 2011 to theextent of 11 million MTs per annum by 2016.

It may be noted that the total production output of the entire foundry sector in 2015 was 10 million
tonnes only while China produced 30 million tonnes followed by USA at 10 million tonnes in the
same year.

Challenges: The fact that the foundry industry in India is not able to meet the increasing demand
of the local user industries, particularly of the autd auto parts segment, both in terms of quantity
and quality has fuelled the anxietynongst the foundry industry representatives of a possible surge
of furtherimports in the years to comearge scale mports of foundry products, even of the less
sophisicated products, mayevitably lead to the extinction of several local foundngerprise

that are unable to compete with the imported products in terms of quality and price. It could also
lead to substantial dependence of Indian manufacturing industries on critical imported foundry
products and thus increasing their vulnerability to intéonat economic forces. In view of all the
above factors, it is evident that the development of the foundry industry is critical for the
development of the entire manufacturing sector in the country.

However foundry industry is categorises one of thdighly polluting industries in the cotmy

and has been pl ac ehbythe @entralliPalutionCentrol Bbadvieggte any 6
extensive use of coke for melting grey iron by more than 90% of the enterprises, mostly in the
micro and small industrgegment |t is also an energintensive industrywhere energy cost is
between 280% and most of the sm&tlundriesuseobsolete technologi¢lat arenighly energy
inefficient. Therefore, if the industry has to grow rapidly to meet the incredsmgstt demand

for high value, high qality castings, it iessentiathatconcerted effogbe made by Government

and the industry They canjointly mitigatethe environmental issues related to the industry on
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priority and ensure that the future developmenthef industry is based on gregmproduction
techniques.

Recommendation:It is recommended that a neamtegratedprogram inmission node for the
development of the foundry industry be formulased implementedSeveral critical areas need

to be targetedeginning with technology upgradation, skill development of workers, provision of
access to finance, redesign of products, ensuring occupational & safety concerns of workers,
provision of social safety net to workers and finally safe disposal of bundt &sslag. The
programmaybe cal |l ed fiNati onal Foundry Devel opment
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Annexure2: Strategy for Greeningf Brick Manufacturing in India

Significance of the brick manufacturing sector. India has achieved rapid econorgiowth
since the launcbf the liberalization policies in 1991. GDP growth rate has averaged abo
for the last 5 years. The population of the country has also been increasing steadily. Bc
factors have led to a rising demand for bricks for hausand commercial buildin
construction. As per 2009 estimates, the brick production is increasinr@@¥ annuallydue
to the huge demand from these two sectors and due to various developmentés oo
infrastructure. India has estimated 145,0Qflstered/unregistered brick kilpsoducing more
than 236 billion bricks. It is the second largest producer of the brick in the world after C

Present Status of Brick Manufacturing Technologyand challenges associatedCentral
Pollution Control Board (CPCB) has pl ac
of the fact that it is highly resource and energy intensive and is polluting owing -
prevalence of obsolete production technologies. The clusterskkiins are the source of a
pollution affecting local population, agriculture and vegetation. A key problem of the red
kiln is the usage of top soil that is fertile but used for making bricks. The traditione
enterprisdtself occupies conderable land area and is subjected to heghperature makin
the earth theranfit for agricultural activities, after the site is abandaréuk fast depletion ¢
arable land thus caused due to brick making is a matter of concern to India regardi
security.

Brick manufacturing is energptensive and uses coal as the main fuel that is highly pollu
With an average consumption of 18 tonnes of coal per 100,000 bricks, the brick
consumes about 24 million tonnes of coal per year that is 8boudf the total coa
consumption of the country (third largest consumer after power and steel sector). In a
it also consumes several million tonnes of biomass .figéls share of energy in total cost
brick production is 35%0%. The large coalonsumption of the brick industry is the cause
significant air pollution in terms of carbon dioxide (gfOcarbon monoxide (CO), sulphi
dioxide (SQ), nitrogen oxides (N©@ and suspended particulate matter (SPM). The |
amounts of coal used for bki¢iring also leave behind bottom ash as residime air pollution
and bottom ash generated cause considerable health problems, especially related to re
health while also causing damage to property and crops.

The energy used by different typeilns is given in the table below. It is seen that the Veri
Shaft Brick Kiln (VSBK) is most energy efficient but it contributes only 0.28% of the
brick production. The most energyefficient kiln is the clamp kiln thatontributes nearly 139
to the total brick production.
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Type of kiln Specific Energy| Specific coal| Share of total
Consumption consumption brick
(mj/lkg of fired | (tons/100,000 bricks) | production (%)
brick)

Continuous kiln

VSBK 0.7-1.0 11-14 0.28

Zig-zag kiln 0911 13-16 NA

Fixed Chimney BTK| 1.4 16-20 69.67

Moveable Chimney 1.2-1.75 18-24 17.15

BTK

Tunnel Kiln 1.41.7 20-24 0.03

Intermittent kiln

Clamp and othe|l 2.04.5 28-50 12.86

batch kiln

Source: Sameer Maithel and Urs Heierli, 20

Social issuesThe workers in the brick industry face extreme working conditions. Currently in
India, brick manufacturing is a laboeuntensive sector, with crude techniques causing considerable
drudgery. They are also exposed to high concentrations of Respirable @dsparticulate

Matter (RSPM), during the activity of regulating the fire, as the furnace chamber is covered with
ash. The workers are exposed to ash during manual mixing of fly ash and clay. Ash acts as an
insulator in the furnace and large quantitiest @fre lying around in the open in the premises of

the kiln. Women are engaged in transportation of green and red bricks by a head load of 9 to 12
kgs. This causes health problems. In spite of the occupational hazards of working in the brick kilns,
the wokers are not covered by insurance and do not have access to mandatory medical facilities.

In the brick sector, migratory labour is brought in through a contractor from distant places. Since
they are not on the direct payrolls of the kiln owner, theynateovered under the current labour

laws. The work force is paid on basis of quantum of work and against completion of certain tasks
such as moulding of 1000 bricks, transportation of 1000 green bricks etc. The seasonal nature of
brick production generadeemployment for a limited period of six to seven months in a year
starting from November. Child labour is still prevalent in several kilns, especially in Bihar. In spite
of the efforts of some NGOs to take the children away from this activity and prthede
education, the problem continues.

The nature of the work requires skilled labour especially for moulding and firing. There is large
scale migration towards the major brick production clusters every season due to this. These tasks
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have been undertakémditionally in the past from father to son in the communities. The last few

years have seen a labour shortage as the newer generation does not want to be associated with the

difficult conditions of brick sector any longer. A phenomenon observed inrcehtsters due to
this shortage is the hoodwinking of entrepreneurs by labour by promising their services to multiple

owners, taking advances and not turning up.

Environmental requlations:

For the last several years, environmental activists have besamgrhaefore the Government and
the Courts issues regarding the pollution and environmental damage that is being caused by brick
kilns and also the problems of the workersbod

Government has issued several notifications for regulating this semioras setting criteria for
new kilns, banning more polluting moving chimney brick kilns and banning of top soil use. It has
laid down emission standards for vertical shaft brick kilns (VSBKs) and fixed chimney brick kilns
and has been promoting the wation of industrial wastes. The brick kiln owners have to obtain

a No Objection Certificate each year from the State Government concerned.

The Supreme Court of India issued a directive for discontinuing the movable chimney kilns and
for all brick kilns b conform to new environmental norms. However, due to lax monitoring
mechanisms at the field level, such kilns continue to function and flout environmental regulations.
While most of the largsized kilns with adequate financial resources changed ovexed f
chimney type BTKSs in pursuance of the Supreme Court orders, the small and medium scale brick
entrepreneurs with limited financial resources and technical capabilities have not yet switched over
to the fixed chimney BTKs and continue to run the higidiluting moving chimney brick kilns.

State Governments need to tighten the regulatory enforcement system at the field leve
penalties for violations of the environmental regulations should be high enough to be de
However, there are limations to the implementation of regulations through fiat. There is
to enter in to a continuous dialogue with the stakeholders (brick entrepreneur:
communities, NGOs, environmental activists etc.) and build a consensus on the need t
the regulations in the interest of all of them. There is also a need to consult all the stak
to frame a National Brick Manufacturing Policy and to implement a natide Program for i
development based on green principles.

Recommendation for Greening of Brick Manufacturing: There is a need to formulat:
national policy initiative for Greening of the Brick Manufacturing activity by bringing in a
relevant national, regional and local stakeholders. The objective sheutd beduce tt
environmental impact and sufficient investments are made in R&D for the development
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technologies. Government of India should allocate sufficient funds for implementi
schemes.

The most important elements of such a Natigmagram could be the following:

1)

2)

3)

4)

Invest adequate public funds in R&D projectsfor developing green technologies tc
taken up by well reputed Government and Private research institutions. Punj:
Council for Science and Technology has done some d¢eesldyk on developing enere
efficient kilns. It also took up a successful program to popularize the new tect
amongst brick manufacturers in Punjab and in some of the northern States. Swis:
for Development & Cooperation in collaboration withRl has done commendable w
on popularizing installation of Vertical Shaft Brick Kilns that are more eneffygient
and produce less emissions of suspended particle matter, besides producing got
of bricks. Appropriate green technologies frothey countries should be sourced
support provided for their adaptation to Indian conditions that requires high de
customisation with varied types of soils, equipment and skills available.

Set up demonstration units and provide technical supportor technology adoption:
to convince brick manufacturers of the viability of the upgraded technologies and
necessary technical handholding in those cluster enterprises where the numbers
The services of experts should be provided abaidized fee for selection of appropr
green technology, installation of equipment, commissioning of productior
overcoming initial problems in production. This will also involve organisatic
wor kersod training al onanufacture of ecbriclkesi r s
l ncentivise mar kets by us abgrei cikiestéong grex
technology and ecbricks should be defined for guidance of all the stakeholders ¢
consumers and producers have an incentive to carve aatepaarket nich
Subsequently, there is need to create awareness through the media am
stakeholders about the available green technologies and their benefits to therr
and to the country as a whole. The objective of the campaign shawl@beourage se
regulation by the industry with support and encouragement from the local comm
Green building rating cri tbeariic&k ssoh o urlt
should also encourage procurement oflegoks by giving thenadditional points in tt
procurement guidelines of Government departments, especially Public Wor
Irrigation Departments

Facilitate access to bank financéor brick entrepreneurs that propose to implemer
green technologies in their manufacturiegterprise. Small brick kilns are unable
adopt green production techniques mainly because upgraded technologies may
capital intensive. They are unable to complete the cumbersome procedures of
obtain loans. Bank officials need to besiéised about the need to give priority for <
lending and provide facilitation services to such clients.
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5) Incentivise the usage of green technology at regulatory leveState Governmer
should give &6No Objecti on @uy)fdrkilhsithataus
ecafriendly technologies. They should also accord industry status to #mbegprise
that manufacture eebr i endl y bricks and pl ace
6reddbé, thus ensuri ng t hireordartodaeilgate this,drainir
should be organised for regulators about the green technologies and their benei
environment

In the background of growing environmental activism in the country, and the suc
projects taken up a few development agencies, there is an increasing interest
brick manufacturers in learning about new green technologies and sourcing. e
availability of skilled labour and the demand for good quality bricks are pushing t
adopt mechanization. Some of the financially soentgrprise are importing automa
or semiautomatic machinery from Germany and China that enable manufad
OResource Efficient Br i c k s éeffiqeR &gl al$0. u:
less natural resources soil and water. REBs are either hollow or are perforated an
better insulation. The proposed National Program for the Greening of thk
manufacturing activity should provide an impetus to this movement. It should ac
integrated approach to address all, or at least most, of the major problems of t
manufacturingenterprise located throughout the country.
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Annexure3: Sustainable Energy in MSME Industrial Clusters
Roof TopSolar Energyin an Industrial Complexi A case study of ALEAP

Introduction: The success of MSME development will be an extremely important and relevant
socio economic boost to society and rural @andln particular. Energy access & its assured
availability becomes a key factor to ensure the rapid growth of this sector. MSME clusters tend to
produce low value added goods, handlooms, handicrafts, products such as basic essential
commodities, light engeering, leather products, value add farm products, food preservation
packing, sorting etc. and goods that can compete by being produced in manual or semi automated
production lines. Hence these industries can be located in areas where highly techisieae sk

not always avail able/required. I n the I ndian
and semi urban small town locations. This also means being able to locate such industries in areas
where land and infrastructure are cheaper.

Usually, location of such clusters are at the tail end of the electricity grid where land is affordable.
The down side has been the rabrailability or irregular availability of electricity in such locations

and this issue needs to be effectively addresseshsure accelerated growth of such MSME
clusters. The use of solar energy to partially meet the energy needs of this sector without substantial
increase in input energy costs to the industries is discussed in the next sections. The policy
intervention ad one time incentives is needed to greatly enhance the utility value, long term
viability and energy access to such MSME clusters is presented in this report for consideration and
suitable adoption.

A Case Study of ALEARGRIP: ALEAP-GRIP NandigamaTelangana is an MSME cluster
being promoted for lady entrepreneurs to setup small industries in a new industrial complex.
ALEAP is a reputed association of lady entrepreneurs with a creditable history of several
development initiatives undertaken in pentship with the government at state and national level.
This industrial cluster is located about 70 kms from Hyderabad, India and occupies a land area of
86 acres. All essential infrastructural facilities have been planned keeping sustainability, energy
efficiency, and environmental friendly practices in perspective to ensure a modern and efficient
atmosphere for achieving high productivity. We have studied mechanisms for inclusion of solar
energy in the ALEAFGRIP MSME cluster as a model which can beiogpéd in several other
initiatives for small industry cluster development.

Solar Energy especially Photovoltaic energy systems, has seen dramatic fall in capital costs driven
by scale of utilisation, conducive policies, increased indigenous manufgctunihthe constant

race to drive efficiency improvements leading to cost reductions and more effective utilisation of
materials, land and roof areas. The committed goals of Govt of India to meet a 100 GW target of
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solar power integration is a welcome iattve. Out of this 40 GW will come from roof top solar
by 2022.

How solar works: A simple pictorial depiction below shows the functioning of a solar system
which can be easily connected to the tail end grid at the location of the MSME cluster.

Figure6: Grid Integrated PV System with Net Metering

AJB Rooftop PV Panels | | |

Inverter
: "
- Customer LT panel with billing meter
2 bed LT Panel
Gridwith
net-
metering

Load

Choosing a MSME cluster which will justify a viable utilisation of Tail end solar power requires
1) Good solar irradiation at the MSME cluster location and 2) A friendly net ngteoiicy of

the local which encourages tail end solar power generation 3) Roof rights for solar installations
and easement/access rights wrest with a representative body like ALEAP and not with the
individual industry owners. Unless this is ensured a B@®@del cannot be financed

Feasibility: ALEAPT GRIP will accommodate about 200 industries with plot sizes mainly of 2000
Sqg. meters & 600 Sg. meters. Typically, a majority of these plots will be permitted to have a
building foot print of 50%. Leaving f@hading and miscellaneous provisions, it is estimated that
70% of the roof area will be utilised for installation of solar panels. This is roughly equivalent to
70,000 Sq. meters. If optimised tilt and shading tolerances are applied, it is estimatedSthat 8
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MW of solar roof top inclusion is feasible if installed on all industrial roofs. Common facility areas
such as administrative building, canteen and other utility buildings, car parks etc., will
accommodate an additional 0.5 MW of solar panels. Hertogahinstallation of 9.25 MW is
feasible.

Expected energy generationBy taking sitespecific historical weather data, the expected energy
production from the proposed 9.25 MW solar systems was simulated using a software known as
PVsyst. According to P\st, the possible generation from all the solar systems can be around 15
Million KWh during the first year. This translates to almost 35% contribution by the green energy
assuming the consumer load utilisation factor (annualised) will be 50% which teansladn
energy consumption of 45 Million kWh per annum by all the enterprises that will be set up in this
complex. Additionally, rooftop solar reduces thermal loads in all the buildings by reducing the
direct radiation on the roofs and keeps the workgdamoler. With an assumed 65% of possible
capacity, the solar roof tops will still generate 9.75 Million units of solar energy leading to reduce
5400 tonnes of carbon in the first year. Over 25 years this translates to a carbon reduction of
135,000 tonnes

The solar plants proposed to be installed in each plot will be typically of 60 KW solar capacity.
Several suclkenterprise will be integrated to build a cumulative capacity of 9.25 MW. The
schematic of such a system which can be interconnected infsLE#&P-GRIP grid is shown
below.

Figure7: Solar System

Solar System Solar System

Meter Meter

ALEAP - GRIP Bi-directional -
Main Substation Meter Incoming GRID
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This connection will allow generated energy at any given point of time to béysey consumer

at the Industrial park. The string inverters allow immense flexibility and modular addition and is
a superior option minimising lengthy DC cabling and maximising overall system efficiency. In the
event of holidays and instances when ré&alketsolar generation is higher than the real time
consumption within the MSME Park, a provision for export into the state grid shall be feasible.
Policy related concerns:The Telangana state policy allows net metering facility which allows
excess energy gerated from solar to be exported and utilised within the month or, if further
surplus generation remains unutilised, this will be purchased by the DISCOM. While the chances
of such a purchase of excess energy is remote the availability of such a provisierpolicy
ensures that all energy generated from solar is monetised. The policy stipulates that the maximum
net metering plant rating shall not exceed 500 KVA. Hence to be able to connect a cumulative
capacity of 9.25 MW under the net metering schepezial permission must be taken since this

is a group captive location with multiple roof generation points.

Billing and Economics: The power generated through the solar roof tops will seamlessly be
integrated with the grid supply and the system archite will feed in solar energy in priority to

the grid supply. Hence the consumer pays regular tariff as applicable and levied by the DISCOM.
Assuming that DISCOM tariffs will be revised shortly after the UDAY scheme of Govt. of India

is implemented anthe net tariff paid by the consumer will be an average of INR 6.5/kwh in 2016
and It is expected that electricity tariffs will increase at 5% per annum for the next 10 years to
reach global energy cost parity. Based on the available assumptions, thet progs an
investment return of 20% on equity and a project payback of 9 years.

Payback on System
- PV Hybrid -

300,000,000INR -

200,000,000INR -

100,000,000INR - l
0INR

I T T T T T T T - T . T
8 9 10
-100,000,000 INR
-200,000,000 INR
-300,000,000 INR

-400,000,000 INR +

-500,000,000 INR +

-600,000,000 INR -

B Accumulated Savings

Since electricity produced beyond the payback period is virtually free barring a miniscule
operations & maintenance costs the users and ALEAP will benefit substantthiyttme of INR

11.7 crores per annum on an average for the next 10 years and sharing of these benefits can be
structured to flow to the equity investors. A CAPEX subsidy intervention of 30% is being provided

by MNRE for the Govt. Sector, educational ingtons, hospitals, research institutions and certain
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notified end users. MSME cluster parks must be made eligible for such an investment incentive.
10 year financing of the debt will be required to ensure positive cash flows.

Conclusion: The nationalevel policy of supporting MSME clusters must promote use of roof top
solar generation since the tail end grid support receives a substantial impetus and distribution
losses are reduced significantly and power availability is greatly enhanced. The stlsehae o
intervention for MSME can be implemented in any modular size of multiples of 75 KVA and
above at the distribution transformer level and this will provide a tremendous boost to tail end grid
power availability and grid stability.

Given that transmssion and distribution losses are presently at 15% to reach tail end and the fact

that tremendous gaps exist between supply and demand the case of solar intervention is compelling
in addition to the environmental benefits which are well known with greerggmnisage.
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Annexire 4: Field Survey Methodology and Questionnaire

Annex 4.1: Field Survey Methodology

The idea of the survey is to understand the status of enterprises across North, South, East and West
of India in terms of their awareness and accessibility of government schemes relevant for them. At
the same time, the aim is to gauge usefulness of sclfemige enterprise and the areas where
support is required by thenterpriss.

Sample composition

The zone wise sample composition is given in the table below.

Region/state Number of enterprises
covered

North (Punjab) 36

South (Andhra Pradesh) 41
West(Rajasthan) 41

East (W.Bengal and 36

Odisha)

Total 154

The total number oénterprise covered is 154 across 5 staté&est Bengal(districts Howrah,
Bankura, Malda, Burdwan and capital city of Kolkata), a@ddisha (districts Jharsuguda,
Brajrajnagar Rourkela) inEast, Rajasthan (districts Ajmer and Jaipur) iWest, Andhra
Pradesh/ Telangana(capital city Hyderabad, and districts Vijaywada, Kakinada, Chittoor and
West Godavari) irSouth and Punjab (districts Jalandhar, Phagwara, Ludhiana and NMaga
North.

In terms of sector wise distribution, the break up is as follows. NIC (National Industrial
classification) 2004 has been adhered to, up to 2 digits, for this classification into sectors. This is
because in order to select sectors based ondbeitomic significance indicated by parameters

such as employment, GVA (Gross Value Added), employment, turnover and export, the latest
MSME census (2011) data has been used. This data uses the 2004 NIC codes for classification of
enterprises into sectots further rank these sectors based on specific parameters including the
ones mentioned. Hence, in order to make use of this ranking for selection of sectors for the purpose
of this survey, the uniformity in classification has been maintained by usisgrieclassification
namely, NIC 2004.

53



S.No.| Sectoral composition No. of
enterprises

1. | Manufacture of basic metals 21

2. | Manufacture of fabricated metal products except machinery § 15
equipment

3. | Manufacture of machinery and equipment 10

4. | Manufacture ofextiles 22

5. | Manufacture of nometallic mineral products 10

6. | Manufacture of rubber and plastic products 7

7. | Crop and animal production and hunting, and related service | 5
activities

8. | Manufacture of leather and related products 17

9. | Manufacture of papeand paper products 11

10| Manufacture of chemicals and chemical products 6

11| Manufacture of furniture 4

12| Manufacture of electrical machinery and apparatus n.e.c. 3

13| Food processing 19

14| Services 4
Total 154

A differentiation has been made between3hgpes ofenterprise whose operation entails metal
This categori z

us e

i n the production process.

metal s6 which includes foundry
manufacture of seing machine parts, packaging paper bolts and manufacture of agriculture
implements of different types such as plough, chaff cutter, harrow and seed drill. Next

i t ems,

castin

6 manuf acftaubrriincga toefd met al products except machi
pats, fabrication pullies, steel furniture, DTH rigs, wagon drills, crawler drills, mining

equi pment s, DTH hammers and sheet met al prod:
equi pmentd includes manuf ac-tutter machingblock tcuttere c ut

machine, industrial machinery works, and so on. Food processing enterprise includes aquaculture

enterprise. For this sampl e, t he

category OCr

service activitiesd rpriges. The dteescategorieyareksspanatorg e pi n g
from the names. These sectors have been chosen keeping in mind their economic significance and
hence parameters such as employment, turnover, GVA (Gross value added) and export have been
used to compute rmnking for these different sectors.
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Sector

A. Ranking
(economic
significance

)

B. MoEF Industry
classification
(w.r.t envt.
degradation)

C. MoEF
ranking

D. Wid.
Avg. (A*B)

No.
covered

Manufacture of food
products anc
beverages

1.25

Orange

2.5

24

Manufacture of
Textiles

3.25

Red

3.25

22

Manufacture of
chemicals anc
chemical products

4.75

Red

4.75

Manufacture of
fabricated metal
products except
machinery &
equipment

4.75

Red

4.75

15

Manufacture of
machinery &
equipment

Red

10

Manufacture of basif
metals

7.25

Red

7.25

21

Other Nonmetallic
Mineral Productg
(ceramic tiles &
sanitary ware
glassware, min
cement plants)

8.25

Red

8.25

10

Manufacture of
leather and relate
products

12.75

Red

12.75

17

Manufacture of pape
and paper products

16.5

Red

16.5

11

Manufacture of
rubber and plastic
products

9.25

Green

27.75

Manufacture of
furniture,
manufacturing, n.e.g

9.5

Green

28.5

Manufacture of
electrical machinery
and apparatus n.e.c|

12

Green

36

Services

NA

Green

NA

NA
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(Foundation for MSME Clusters, 2013)

The ranks assigned have been taken frBraldindia census of registered MSME ur(idinistry

of MSME, Gol, 2011pand hence, the lower the rank, the higher the importance. This holds for the
average as well. It is clearly brought out in the matrix that sectors like food processing,
manufacture of textiles, manufacture of chemicals and chemical products, manufdcture o
fabricated metal products except machinery & equipment, as well as, manufacture of machinery

and equipment are significant both in terms of economic contribution as brought out by indicators

in the matrix, as well as, they are environmentally degradiogpss in need of introduction to the

path of sustainable consumption and producti o
list of Central Pollution Control Board (CPCB) classifying 64 types of polluting industries/
industrial activites a® Red Categoryé industries on the ba
significant pollutants or generating hazardou
CPCB (Foundation for MSME clusters, Indian Institute of Gugde Affairs, Deutsche
Gesellschaft fur Internationale Zusammenarbeit (Gl1Z) GmbH, 2@i8@xasting units and fall into

the 6manufacture of basic metalsd sector of M
and are also economically sigodnt and hence have also been taken up for the purpose of this
study. It is pertinent to mention here that (¢
includes 5enterprise  f rGCoom and animal production and hunting, and related service
activitiesd sector for the purpose of this st

The unit size wise break up is summed up in the pie chart below.

The natioml picture as portrayed byrigures: Size wise no. of units covered
4th all India census of MSME

enterprises shows that both register
and unregistered enterprises ha
similar breakup. In case of registere
enterpriss, micro  enterprise

comprise 94.94% of the total or 14.€ = Micro
lakh units, while small and mediun = Small
comprise a measly 4.89% (0.76 lak Medium

units) and 0.17% (0.03 lakh
respectively (Ministry of MSME,
Gol, 2011) Similarly, in case of
unregistered enterprses, micro
enterprises coOmMp+rsc e T T UNMUS oAl T
at 99.83% (198.39 lakh enterprises) while small enterprises are merely 0.17% or 0.38 lakh in
number(Ministry of MSME, Gol, 2011)In order to make the sample representativeimum

enterpise have been covered from the Omicrod ca
respectively as brought out in the pie chart.
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Annex4.2

Name of the Enterprise:

Questionnaire for Enterprises

MSME Scheme Assessment

Address:

Email id:

Major Products/Serices:

. Awareness:

1. Which Category of enterprise do you belong to?

Micro []

Small  []

Medium []

2. Do you know theschemesffered by Government of India whiaan useful to you?

Yes []

No []

If yes, please name the schemes in the following table

# | Name the scheme

Do you know which ministry/dut
offers this scheme?

Do you know where to apply
for it?

3. Do you know of any scheme related to Energy (E.g. Energy Saving, Renewable energy, etc)

Yes []

No []

If Yes, Name the scheme
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4. Do you know of any scheme related to Environment (E.g. Clean Production, Affluent Treatment,
Pollution Control, etc)

Yes [] No []

If Yes, Name the same

5. Do you know of any scheme related to Solsauies (E.g. Insuranddealth,Safety of workers,
etc)

Yes [] No L]

If Yes, Name the scheme

6. Where did you come to know about these schemes

a) Word of Mouth [ ] b) Newspapery_]
c)Tv d) Radd []
e) Internet ] e) Government Representativg ]

f) Industry associatior ]

g) Any Other] ] (Please specify)

7. Are you aware that, from where you can get schahatails and applicatiorofm?

Yes [ No [
If yes, Please name the source :
[]
II. Accessibility
1. Have you ever applied to any schemehe last 3 financial years?
Yes [] No L]
If yes, please name the scheme
2. Where did you get the application form from?
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3.

On a scale of one to five please rate the following (starting from one being the poorest and five
being excellent)

3.1 | Application Process 415
3.2 | Understanding the Guidelines 415
3.3 | Turnaround time (time taken for processing of the application) 415
3.4 | Support provided in accessing the scheme (Haoldiing) 415
3.5 | For credit Inked scheme (e.g. CLCSS, CGTMSE ) ge#dig other benefits 415
[ll. Usefulness
1. On a scale of one to five please rate the followisiarting from one being the poorest and
five being excellent)
11 Sufficiency of value (grant amount) offered in the scheme? | 1 5
1.2 The Services (activities supported) offered through the sche| 1 5

IV. Need for Support

1.

Please mention &ajor needs of your enterprise in order of priority. (Needs for which

assistance is required)

1.

2.

3.

etc)

Is there any specific neetklated to Energy (E.g. Energy Saving measures, Renewable energy,

Yed | No [

If Yes, Please specify
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3. Is there any specific neecklated to Environment (E.g. Clean Production, Affluent Treatment

etc)
Yes [] No []
If Yes, Please specify
4. Is there any specific neecklated to Sodl Issues (E.g. Insurance, Safety)

Yes [] No ]

If Yes, Please specify

5. Remarks (if any)

V. Sustainability related concerns
1) Do you have any of the following concerns about sustainability in your business/industry?

O Energy indiciency (e.g. quantity of cokeflectricityl any other fuelused forone unit of output in

your unit which ihigherthan the industry norm)

O Adverse impact on environment (air, water, soil pollution)

O Overexploitation of natural resources

Owor ker s’ healt h, safety and social wellbeing
O Any other, please specify
O No concerns/ not apjable

2) Do you believe that such concerns need to be addressed by you?

O Yes
0 No

3) If Yes

i) Why do you think so?
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O 1t will enhance business profitability
O Government regulatory compliance
O Any other, please specify

if) Have you taken any corrective measures individually or collectively to address sustainability issues?
O Yes
ONo

If yes, please specify

iii) Is it likely to be a part of your strategitapning for future?

0 Yes
0 No

4) Do you think use of renewable energy (e.g. Solar or biomass energy) is important in your production?

0 Yes
0 No

5) If yes, & you willing to invest in these renewable sources of energy?

O Yes
0 No
If not, pleasagive reasons

6) What support do you want from Government or your industry association for making your unit
sustainablePlease specify

0 Technical (support for purchase of machinery, technical training, etc)
0 Fnancial(Grant or loan)

Date: Signature
Thanksfor your cooperation!
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