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Welcoming the delegates Mr. Arun Maira, Chairman of said that FMC strives towards inclusive 

and sustainable development of MSMEs. Cluster based development of MSMEs, make it 

possible to achieve the same through a least cost strategy. Clustering has proven successful 

globally, in countries such as China, Taiwan and others. The key constraints are lack of access to 

finance, markets, technology and 

skill development and those can be 

addressed through the technology of 

c collaborative actions by MSMEs.  

This is a big mission is big and for 

FMC as an individual organisation, it 

is difficult to take on this scale. . 

However, through the strength of its 

partners such as GIZ, EU, SIDBI, 

UNIDO, Yes Bank, FMC is working 

towards it. He thanked Yes Bank for 

the support it has provided and said 

that FMC counts on them to upscale the initiatives.  He also thanked Mr Ashiok Lavasa, 

Secretary, MoEFCC for his presence. He said that it is perceived in general that environment and 

GDP are in competition; however, there is need to reconcile the competition and resolve it.  He 

finally thanked the Board members of FMC for their support and the staff of FMC for their 

dedication in enabling the successful completion of the Project.  

Mr. Mukesh Gulati, Executive Director, FMC presented the four year long project’s journey 

focussing on three dimensions: the outcome of the project, key learning and FMC’s plan to take 

it forward. He said that it is known that SMEs are engines of growth in India but issues regarding 

environment, energy and OHS are rampant in the country. FMC had identified 11 sectors out of 

47, where such problems are critical. One of them is the foundry sector. With around 5,000 

foundries in operation, India’s foundry output is the 3rd highest in the world. 85% of the 

production is from MSMEs, spread all over the country. Most of them use coal based 

technology. It was identified that simple technological modifications/retrofitting can yield big 

returns and make for more efficient production processes. Historically, work on the foundry 
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sector began with TERI’s technology interventions in Cupola in 1994. Between 1994 and 2012, 

around 500 foundries had been impacted by these interventions. Based on past experiences, FMC 

targeted reaching out to the next 500 foundries during the four year period with a well-designed 

scaling up model.  

He outlined the five work packages (WPs) under which the project was undertaken viz. WP1: 

Energy efficiency and OHS, WP2: BMO capacity building, WP3: Facilitate aggregate reporting 

WP4: access to sustainable credit and WP5: Policy advocacy and dissemination.  

He highlighted key outcomes of the project as follows:  

Targeted Achieved 

Interventions in 500 foundries Achieved in 480 foundries 

Coke Saving of 15,000 MT 

Savings of Rs 20.65 Crore 

Coke Saving of 16,654 MT 

Savings of Rs 25 Crore  

50 BMOS trained, 5 Institutions adopt TOTs for 

BMO Capacity Building  

54 BMOS trained  

4 Institutions adopted TOTs  

Voluntary AR framework is adopted by 4 BMOs.  

One Clusters come up with their Aggregate 

Sustainability Report  

Voluntary AR framework is adopted by 3 

BMOs.  

Two Clusters come up with their Aggregate 

Sustainability Report  

100 MSMEs expected to access to institutional 

finance  

~ Rs 15 crore through banks  

92 MSMEs get access to institutional finance  

~ Rs 26 crore through banks 

(82 given access through public support 

schemes)  

He said that against targets set at the beginning of a project, the outputs achieved were 107% and 

outcomes achieved were 103%.  

He also emphasised that during interventions, enterprises opted first for small activities with less 

investment and high returns and graduated to ones with more investment but also better return 

and finally to activities that were not business cases at all but are intended to greater social and 

environmental impact.  

From the angle of policy advocacy, key learning was that policy implementation can be 

strengthened through convergence and coordination. He emphasised on the need for designing 

and implementing sectorally focused, integrated national programs with cluster-focused 

implementation. At cluster level, capacity building Business Membership Organisations (BMOs) 

and all other stakeholders is required, so that they can enable implementation of sustainable 

business. The policy recommendations were captured in two publications of FMC viz. 1. 

Financing Sustainable Production among MSME clusters- Experiential Learning and Policy 

Recommendation 2. Promoting Sustainable Development of MSMEs- Policy Recommendation 

on public schemes of assistance & their implementation. 



 

 

Going forward, he said that efforts to take the work ahead, especially in skill upgradation in new 

sectors such as bamboo, tourism, e-waste and credit facilitation were on the anvil. He said that 

there is need for collaboration of development organizations to collaborate with the government 

on its projects as well as with the assistance of CSR funds of the corporate sector to implement 

such initiatives and strengthen local BMOs and BDSPs to take work forward independently. He 

finally announced that the third award for responsible BMOs will be held on the 10th of 

February, 2017. 

Mr. Ceaser Onistini, Dy. Head of Delegation in India, European Union in his key note 

address explained that learnings from such initiatives can be used back in the EU. Elaborating on 

why this project was important, he said that this combined three powerful ideas. One was that as 

the SMEs, due to their immense 

potential to create jobs, are the answer 

to the global problem of 

unemployment. Second was that while 

there may be no revolutionary ideas that 

may bring about change in efficiency 

and sustainability but small incremental 

changes or retrofits carried out (as in 

the projects) and disseminated 

successfully can reach many SMEs and 

spawn innovation as they spread.  

Finally, joining forces and taking collective action will not only spawn innovation but will also 

attract resources as well as attention (political, finance and technical support). He mentioned that, 

conferences are a way to compare ideas and come up with better solutions and learn from each 

other.  

He said that these three ideas have attracted EU to support the project and the project has proven 

that we can have profound transformation in bringing about sustainable development. He 

concluded saying that it is to the benefit of everyone that the experiences from the project are 

shared in India and globally.  

Mr. Sumit Gupta, Group President & Country Head– Retail Banking Assets Group 

(RBAG), YES Bank Ltd, in his address said that the coming together of likeminded 

stakeholders who have aimed to create positive impact in the MSME space is a matter to be 

proud of. With India likely to be a 5 trillion dollar economy by 2025, MSMEs will play a 

significant role. The development of this sector is critical to meet the national imperatives of 

financial inclusion and employment generation across urban, rurban and rural areas, besides 

balancing out the migration process between villages and cities. MSMEs can also have a 

significant impact on the environment as they are likely to be equipped with obsolete, inefficient 

technologies. As per the Planning commission report, 70% of total pollution load of industries 

can be attributed to MSMEs. In this given context process innovations and better social practices 



 

 

assume great importance. Hence the sharp focus on improved social and environmental practices 

among MSMEs in India is a pragmatic step in the right direction. He said that YES bank is 

committed to facilitate investment of up to 5 billion $ to facilitate the country’s commitment on 

climate change. Having worked closely with FMC for the past 2-3 years, they have created a 

vertical plan of touch points among the MSMEs.  The reason for YES bank’s close collaboration 

is due to goals of increased presence in this sector and also to create future winners in this space.  

He highlighted that YES bank is currently the only bank in the country to track carbon footprint. 

Along with FMC, YES bank aims to target around 1000 MSMEs across various sectors through 

training programs and OHS trainings. He announced the launch of the video documentary: Say 

YES to sustainable MSMEs in India and launch of the OHS manual designed specifically to 

sensitize MSME workers on work safety. The success of such initiatives needs to be spread to a 

wider audience in order to garner more support and generate awareness amongst all quarters. 

With impactful initiatives such as these, the message of “Zero Defect, Zero Effect” can be spread 

as envisioned by Prime Minister Narendra Modi.  

Mr. Ashok Lavasa, Secretary, Ministry of Environment, Forest and Climate Change 

delivered the inaugural address. He said that it was appropriate that the event was held on 

Earth Day. He said that sustainable 

production is a well accepted concept 

now. However the question is how to 

scale it up.  The last year was 

important environmentally with the 

sustainable development goals being 

finalised and the Paris CoP being 

settled. He said that it was heartening 

news that there has been convergence 

of mind, ideology and resolution to 

take the agenda of sustainability 

forward with more than 160 countries 

agreeing to sign the Paris agreement. He said that the PM’s first priorities were ‘Make in 

India’ and ‘Start in India’ which shows the role manufacturing plays in the growth story. 

With the agenda to eliminate poverty by 2017, he said that such ambitious growth targets 

of 10% are necessary. In this, the SMEs have an immense role to play. He said that focus 

should not just be on making in India but should also be on skills to follow sustainable 

production. More importantly, he said that we must aspire to not only produce goods with high 

quality standards but also ones that have zero effects. He admitted that it was a tall order but it is 

inescapable. The initial and long term costs were important and they must be factored in. 

He believes the consciousness towards sustainability is growing. However, there is a tendency to 

consider investment towards sustainability as “costs”, but he highlighted that there will be 

repercussions, sooner or later. The cost will impact the economy in the long run- through 



 

 

environmental degradation, health hazards etc.  Sustainability measures must be internalised as 

part of the projects and he advocated the support that financial institutions extend. He outlined 

examples of solid waste management rules, construction and demolishment waste management 

initiatives, restaurant food waste management initiatives as examples. He also pointed out that 

there is immense scope and opportunities for entrepreneurs in the above mentioned areas. He 

highlighted that the entrepreneurs must use this opportunity in the next decade or two. 

Environment and sustainability are emerging as new sectors that are expected to take off in a big 

way.  

He highlighted MoEFCC efforts on eliminating the dispute between economic activities and 

environment and on making its processes simple and transparent. For example, the Ministry had 

analysed 800 cases which showed reduced clearance time per case: 123 days for environmental 

clearance and 143 days for forest clearance. He said that there has been no compromise on norms 

but the introduction of transparency and online processes has enabled the faster processing. He 

highlighted various initiatives by MoEFCC to bring about such changes is not just ease of doing 

business, but ease of responsible business. He expected that the industry will adhere to the 

norms. Though the categorization of pollution by the CPCB  has been re-classified based on 

pollution load (Red Orange, Green and White), he felt the biggest challenge is compliance with 

pollution control norms and its enforcement. He stressed that compliance will not happen if we 

are dependent on government machinery whose resources are not adequate to enforce 

compliance. He said that the onus lay on the entrepreneurs to be aware and responsible. He said 

that today’s discussion will help industries move in this direction and requested all the industries 

to work towards this goal.  

Following the inaugural Address, as part of its initiatives to take its work forward, FMC signed 

an agreement with CEMCA (Commonwealth Educational Media Centre for Asia) to enter 

into a three year long partnership to design and execute projects which will help communities 

develop relevant skills leading to self-sufficiency in terms of entrepreneurship and employment.  

This was followed by the release of 

the two publications on policy 

recommendations, one manual on 

safety measures and precautions to be 

followed in the workplace and a video 

Documentary on the project "Say Yes 

to Sustainable MSMEs in India”  were 

released by Mr. Ashok Lavasa.  

Four BMOs that participated in the 

project shared their experience with 

the audience. 



 

 

 Mr. Ashish Bagga (Laghu Udyog Bharthi, Phagwara) said that they have been involved in 

Punjab with the project right from the beginning. The first activity initiated was making furnaces 

run efficiently to save coke. He said that they specially liked the suggestions provided by the 

foundry expert, Mr. Ramamurthy. He appreciated his dedication and said that he visited 

foundries when they were running, to spot problems, suggest changes (such as windpipe adding 

etc) on the spot that led to immediate savings. This has resulted in immense coke saving with the 

ratio of molten metal to coke rising from 6:1 to 10:1. He also said that 25 units up-graded the 

technology to double blast cupola (DBC) furnace resulting in saving of 8,500 tonnes of coke. He 

said that in total, 271 good practices were implemented through projects in Punjab only. He said 

that the project also enabled ease of access to finance. Through the projects, banks were 

contacted to make customized plans with flexible EMIs for SMEs whose business and cash flow 

were seasonal. He said that the foundry cluster at Phagwara benefitted from these initiatives.  

 

Mr. Harish Gupta (Laghu Udyog Bharthi, Jalandhar) also said that their BMO was fortunate 

to work with FMC and the project on all the work pages. In Jalandhar, a number of SMEs 

adopted DBC. Health camps conducted in foundry units enabled owners to be aware of the 

health issues and workers were benefitted. Various OHS measures (safety, PPE, health camps, 

wheel barrows instead of manual carrying, water purifiers) were all implemented in a number of 

units in the cluster and the association was also strengthened. He said that learning about 

aggregate reporting was very interesting. Through a number of training programs in which they 

participated, they learnt that self reporting to reporting to clients was the best way to assess the 

situation. He felt that going forward, such reporting must be made mandatory as it helps to bring 

to focus any draw backs/problems in the current situation of a firm or in its future plans.  

He also highlighted the MSMEs problem with regard to access to finance. He said that though, 

MSMEs are in priority sector, their rates must be on par with agriculture. He said that the growth 

of SMEs can bring revolutionary changes and if adequate finance is given to them, SMEs are 

capable of generating 10 million jobs.  

He said that a booklet ‘Frequently Asked Questions (FAQ)’ on finance documents was requested 

by the BMO to FMC and was conceived, prepared, printed and distributed. This book was useful 

as a guide to its members. As a BMO, they have been strengthened and have initiated activities 

towards development of their members. They are in the process of signing an MOU with SIDBI 

to help enable ease of access to credit for its members. He said that the project has resulted in 

constructive development and built sustainability in their business models.  

Mr. Sandip Dutta (Howrah Foundry Association, Howrah) said that 284 foundries were 

closed by The Supreme Court of India in 1994 due to pollution. Through associations 

intervention, they tried to re-open by finding appropriate pollution control technology. However, 

at the time, they were unaware of devices and the ones available were prohibitively expensive. 

Though the lesson was a tough one, it drove home the point that little drops of water and little 

sand makes ocean and pleasant land. This should be realised by everyone.  



 

 

He said that pollution is the outcome of economic activity. Though there may be laws to control 

it, monitoring and enforcement is difficult. Quoting Tagore, he said that though we have to earn 

our bread, butter and clothing, we also need clean air to live and pass our legacy on to the next 

generations. This realisation by all is important and only law is not a solution. Education and 

awareness is critical and this is where FMC had played a key role. When FMC came, they knew 

there was plenty to do. FMC has played a great role in enabling compliance, introducing 

technology, enabling access to finance and in liasoning with various bodies/entities. He 

appreciated the efforts of the team and the project.  

Mr. Vivek Saraf (Foundry Owners Association, Jaipur) said that in FMC’s workshops and 

seminars he learnt a lot about the sector. He said he requested FMC’s foundry expert to visit his 

enterprise. He was very impressed by the dedication of the senior consultant, Mr. Ramamurthy, 

who not only visited his foundry during the time it was in operation but also stayed for a period 

on 8-10 hours to provide suggestions on improving operations. His suggestions continue to work 

well and have resulted in savings of at least 10% of his coke. He said that he would like to 

request FMC to continue such support for SMEs in the foundry sector as well as to others as 

well.  

Dr. Tamal Sarkar gave the vote of thanks. He made a special mention of gratitude to the 

memory of the foundry expert Late Mr. Ramamurthy whose contributions were of immense 

value to the project. He thanked the MSMEs, associations and the work-force who had worked 

with the project over the four years to make it successful. He thanked all the dignitaries on stage 

for their participation and contribution to the workshop. Finally he thanked the partners in 

implementation: Yes bank, GIZ, GRI, UNIDO, SIDBI and EU.    

Tea Break 

Panel Discussion 1: 

The topic of the first panel discussion was “Sustainable Production-

Methodological Issues”   

The Key Questions around which the discussion evolved were: Can MSMEs produce 

sustainably? Who is responsible? How to do it? Significance of skill in this?  

Ms. Sangeeta Agasty introduced the panellists. They were:  

 Mr. Nitin Desai, Former Under Secretary General, United Nations 

 Mr. Girish Sethi, Senior Director-Industrial Energy Efficiency, TERI  

 Ms. Aditi Haldar, Director, GRI Focal Point India 

 Ms. Rachna Arora, Senior Technical Advisor, GIZ 

 Mr. Niranjan Khatri, Sustainable Tourism expert 



 

 

Mr. Nitin Desai gave a short 

introductory note. He said that chairing 

a session in the above subject was 

special to him as he had been part FMC 

during its initial days. The first panellist 

invited to speak was Mr. Girish Sethi 

Mr. Girish Sethi shared TERI’s 

experience with the industry on energy 

consumption and reduction. Most of the 

policy initiatives, as part of the energy 

conservation act list mostly large 

sectors down. For example, the designated consumers of PAT scheme are all large. However, 

SMEs who are responsible for nearly 50% of the energy consumption of the industry, have much 

scope for improvement.  

He estimates that there are broadly 200 or so SME clusters that are energy intensive. TERI began 

its work with the SMEs and energy with funds from SDC (Swiss Development Corporation). 

They used a cluster based approach but also went in depth, at an enterprise’s operational level 

and further to process levels within that to estimate the potential for energy saving. One such 

cluster was Firozabad glass industry where the glass melting process was extremely energy 

intensive. TERI involved experts in glass making from England to assist them and also to build 

capacity of local service providers to take the work forward as an exit strategy. This was general 

approach to implementation of energy conservation initiatives by TERI. He suggested that the 

sector requires such large, continuous programs to be implemented by development 

organisations to help the SME sector improve in the long run.  

 Ms. Aditi Haldar highlighted the work of Global Reporting Initiative and the importance of 

measurement and data. She said that efficiency can mean many things, it could be producing 

more from less, closing water loop, using renewable etc. However, the bottom line is 

accountability. The reason is that one needs to measure to manage, change and then 

communicate the change down the line. She stressed that information availability can lead to 

sustainability decision making.  

She also shared her experiences of the project. GRI helped develop a learning document 

regarding aggregate reporting to help SMEs follow the process and finally assist the units to 

implement it.  She said that during implementation, she found that that the decision by the unit 

owners to make changes in areas identified was key to make a difference in their processes.  

GRI worked with 77 SMEs during the course of the project. There were a few challenges. They 

customised training timings as per the industry’s feasibility. Classes were held after working 

hour. Thus, gathering data/information in way simplified the concept of sustainability. Through 



 

 

the process SMEs themselves identified problem areas, such as labour law, OHS, waste 

management and energy. This can become a reference point for other sectors to take such 

initiatives forward.  

Ms. Rachna Arora said that waste has potential to be an opportunity. Waste is essentially a 

secondary resource and there are SMEs entering the e-waste and Construction and Demolition 

(C&D) waste segments. The only weakness in this industry is the lack of standardisation and any 

SME entering the segment has the onus to invest in it- which is unattractive in itself. However, 

market forces have the potential to drive quality and standardisation. For example a standard for 

electronics (Restriction of Hazardous Substances) in EU forced Indian SMEs to implement it 

even before the standard was made mandatory in India. This is an indicator of the innovation 

capacity of SMEs. Another example was the electroplating industry, known for being very small 

and highly polluting. However, due to their being a part of the airline supply chain they have 

cleaned up their processes, due to airline vendor audits.  

In general, there is increase in re-manufactured products because material is scarce and the 

associated carbon footprint is low. This is yet another area that SMEs have high potential.  

Broadly speaking, green practices should not be looked at as a burden/cost. They should be 

looked at from operational efficiency/material saving potential angle both by the units as well as 

by the government. The change in mindset can bring innovative saving. Few units have started 

looking at their scrap yard as wealth centres: such fundamental change in thinking is required.  

Mr. Niranjan Khatri said that in his initiatives towards sustainable consumption of resources in 

the hotels, he had to look for that we are not usually trained not to see.  

As an example of up and down cycled product he showed a lap table made from recycled paper. 

However, there was not much up take with the government for the product. He said that poor 

governance was one of the problems. For example, rainwater harvesting is mandated in 15 states 

but not implemented. Similarly he proposed laws to completely do away with landfills over a 

period of time and this will spur the industries to be creative. We live in a finite world and 

therefore we should start the concept of conspicuous conservation of resources. There are a 

number of products that can aid at conservation, green cleaning material, solar concentrator etc. 

There is increasing demand for the products and this segment is an opportunity. He highlighted 

green products by a firm called IDEI technology that has made low cost products for rural 

products. He also highlighted ITC’s initiatives. Their used flowers are not thrown but are given 

to natural colour extractors. Other similar initiatives were hotels converting wet wastes to bio-

gas.  

The panel discussion was opened to the audience 



 

 

The chair addressed Mr. Khatri on 

specific interventions and sustainability 

measures as a hotelier in Port Blair. He 

answered that water segmentation was 

done in the hotels where he worked with 

sea water being used for flushing, 

extensive rain water harvesting etc. The 

key, however, was that his hotel shared 

the process of water segmentation with 

other hotels. He said that they had sent a 

note to government in 1998 to ensure 

that building bye-laws should include these initiatives. However it was implemented in 2007. He 

felt that training teachers and through them students will enable reach of sustainability practices 

in households. He felt that schools should be targeted to teach concepts of sustainability.  

From the audience, Gurmeet Singh 

Kullar from FICCO said that they were 

carrying out water harvesting in their 

industry for a while. However, recently 

this is banned in Punjab and there were 

unable to understand why. Another 

member clarified this was to ensure 

availability of rain water run-off for 

surface and ground water recharge in the 

downstream areas.  

Another query for Mr. Sethi was if there was a common checklist for energy efficiency for SMEs 

to and to make sure the power factor is close to unity. It was clarified that this was a unit level 

initiative and requires an enterprise to work on it. He said in the case of the glass industry they 

had worked in one sub-segment of the process only. However the industry took the idea and 

went forward to many other segments due to awareness creation and energy saving potential.  

A query regarding the feasibility of common waste heat recovery was raised. The short answer 

was that it was impractical.   

Dr. Dinesh Awasti also highlighted that industry should pay for measures and not expect too 

much from the government as the problems are generated by its working. The question was 

whether the industry should pay for environment conservation measures or should they expect 

assistance from the government?   

Mrs. Kavitha Rajesh from Association of Lady Entrepreneurs of Andhra Pradesh (ALEAP) said 

that they reuse their CETP water and carry out extensive roof top rain water harvesting in 



 

 

addition to having roof top solar. In Ludhiana too, a CETP which has the capacity to process 5 

lakh litres daily from electroplating units, generates drinkable water. It can be reused and is 

drinkable.  

Another entrepreneur from Vatva, Gujarat raised the question of cost of recovery. In a 

commodity market where the price of chemicals is equal, he asked what the incentive was for 

water treatment or energy saving as various units operate at various levels of compliance. Mr. 

Nitin Desai answered that the argument that the cost of compliance makes one uncompetitive is 

on its way out.  We are moving into a world where those who pollute will become 

disadvantaged. For example, a garment company linked to American buyers have the norms set 

for labour by the buyer. This is going to be the norm going forward if he wants to stay in the 

market.  So it cannot be looked at as a cost but as the minimum requirement to stay in the 

market. Second and more importantly he said if this cost is not borne by the entrepreneur it is 

simply passed on to the society as an environmental and health cost.  

In his closing remarks Mr. Desai said that the higher standards set by the market forces for its 

downstream value chains will start percolating down. The coming century is going to be one of 

efficiency gains with the world being committed to zero carbons. Between now and 2050, the 

economy is going to increase five times and there is a need for a ten-fold improvement in carbon 

efficiency. The regulatory regime has begun to take action – the power boards are looking at 

demand management of power, solar roof tops and smart grids. Therefore these efforts are 

necessary to survive not just from regulations demands or value chain demands but also from 

lack of resources. There is a strong tendency to remain static however, with technology moving 

forward, there is need for continuous innovation. The primary areas where this is required are 

material, energy and resource efficiency. Such initiatives are clearly in the interest of industries.  

The question is how to make the ideas go viral. Is it sensible policies combined with 

enforcement?  Ms. Rachna Arora suggested that a help/information desk should be set up by the 

government to highlight the initiatives that are piloted by various development organisations so it 

can be accessed by others who want to implement it. Mr. Desai also suggested that this is another 

area FMC should explore. Every country that grew economically grew with its SMEs alongside- 

it is key to plan growth so it does not impact adversely.   

Lunch Break 

Panel Discussion 2: 

The topic of the second panel discussion was “Financing for sustainable 

MSMEs” 

The Key Questions around which the discussion evolved were: Why financing is important? 

How to make development & commercial financing work together? How to make development 

& commercial financing work together? What is the role of Financial Institutions? 



 

 

Ms. Sangeeta Agasty introduced the panellists who carry years of work experience in the MSME 

sector. They were:  

 Dr. H.P. Kumar, Former CMD, 

NSIC 

 Dr. Sheela Bhide, Ex-IAS & 

Senior Advisor, FMC  

 Mr. Sanjay N. Gowan, Deputy 

General Manager, SIDBI  

 Mr. Parimal Thakker, Associate 

VP-Corporate Ratings, SMERA 

 Ms. Devyani Hari, GIZ India 

 Mr. Rajiv Chawla, Chairman, 

IamSME of India 

 Mr. Pradeep Sharma, AGM, 

State Bank of India 

 

 

Dr. H.P Kumar chaired this session and kick started it by saying that the problems of finance 

have been a perpetual hindrance for the MSME sector which continues to be in dire straits 

despite various initiatives by the government.  He highlighted certain beneficial schemes that the 

government has launched like The Prime Minister’s Employment Generation Scheme (PMEGP), 

venture funding, priority sector lending for the new organisations and Credit Guarantee Fund 

Trust for Micro and Small Enterprises (CGTMSE), factoring scheme, SME listing which have 

really boosted the scaling up of operation of MSMEs. However, the general perception of the 

entrepreneurs has been negative with the availability and accessibility of deriving credit from 

these schemes. He addressed certain common issues in the MSME sector which are as follows: 

a) Documentation is a major issues which mainly arises due to demand (banks have to take 

care of their resources) and supply gap (incompetency of MSMEs to prepare the papers 

as required by the banks) which are being taken advantage by the ‘paper fabricators’. 

b)  Most of the schemes do not reach out to the entrepreneurs due to the poor dissemination 

of schemes and awareness and the budget is also not fully utilised. 

c) Another key issue is the high cost of interest rates for MSMEs which cannot be brought 

down suddenly as it depends on other economic factors. However steps can be taken like 

providing large amount of credit to corporates at base rate. The NPAs are larger in large 

sector and still MSMEs have to pay an interest rate of 14-15% by calling them more 

vulnerable in terms of security of loans. Hence, higher number of NPAs in the corporate 

sector should attract larger interest rates from them and not from MSMEs, which is a 

dichotomy. 

 On that note, he invited the first panellist, Dr. Sheela Bhide to open the discussion.  

 



 

 

Dr. Sheela Bhide, spoke of how under the EU Project, all government schemes that provide 

support to SMEs and were comprehensively looked at. It was found that 205 schemes across 27 

government ministries and departments were relevant. Most schemes were found to be silos as 

each department worked individually with no integration across one department and across 

departments. She said that merely putting in an SCP component in a scheme does not help when 

an SME may need end-to-end consultation on adopting a green technology. There is no analysis 

of the needs of the entrepreneur; as to whether they think these schemes are accessible and 

whether they receive adequate funding or whether they even think sustainability as important for 

their units. As part of the project that studied the government schemes, a survey that was 

conducted among 154 SME entrepreneurs. It was found that SMEs were aware of a maximum of 

3-4 schemes and the general awareness level was very low. Only 5% of those surveyed were 

aware of schemes on taking up energy efficiency measures. Based on the survey, she made 

following recommendations: 

 Collaboration between SMEs and the government in formulation of schemes is absolutely 

essential. 

 There is a need to provide a package of services to a cluster of entrepreneurs, not just 

individual components. 

 Ultimately, the objectives will be realized if an entrepreneur realizes that SCP is a good 

business practice, and is not just a matter of compliance. Therefore awareness is 

important. 

 The government’s environment regulatory mechanisms should be with more market 

based instruments as a go, no-go approach will prove ineffective in context of polluting 

sectors. 

 Industries should be given a voluntary benchmarking mechanism for energy consumption 

and pollution. A uniform benchmarking mechanism for industries with different kinds of 

technology will not work. 

 There is also a need for formulation of a national recycling policy. 

 R&D needs to be developed in partnership between industry associations and the 

government. 

 There is a need to define what constitutes a green product or green manufacturing as at 

present it is highly arbitrary in the absence of a clear explanation.  

 In order to promote green products, an awareness campaign on benefits of green 

products, public procurement of green products, and integration of green procurement in 

the supply chain needs to be initiated. 

 Finally, the biggest source of information regarding needs of MSMEs is the industry 

associations, and they need to play a much bigger role in policy formulation. 

 

 

Mr. Sanjay N. Gowan focussed on how to make development financing and commercial 

financing work together. He said that they can be brought together only through innovation, both 



 

 

in terms of product and delivery mechanism. SIDBI, as an institution has been pioneering a lot of 

activities and products in microfinance, micro enterprise lending, risk capital, credit guarantee, 

etc. He highlighted the various innovations done by SIDBI: 

 SIDBI’s 4E scheme which mainly addresses the issues of non-availability of information for 

schemes and provides hand-holding support to adopt energy efficient measures. A walk through 

audit is conducted at a very nominal fee by an agency for the identification of grey areas and the 

required capital investments. If the enterprise agrees, then detailed audits are conducted by 

ISTSL. Also, loans are provided for the adoption of energy efficient technologies. The interest 

rate applicable to the enterprises under the 4E scheme will be 2% below the rate card.  

 Another challenge faced by the MSMEs is the adequacy of the credit. Most of the bankers lend at 

a debt-equity ratio of 3:1or 2:1. Under 4E scheme, SIDBI lends almost 90% of the capital 

requirement of the MSMEs.  

 Other innovations done by SIDBI are in micro enterprise lending. For the missing middle 

category that requires a loan of 1-5/10 lakhs, not many institutions are ready to lend. This is due 

to the fact that the banks are not able to assess the requirements and cash-flows since there is no 

collaterals and history of records available. Thus, SIDBI has prepared a downscaling model and 

have the shared the model with cooperatives and regional rural banks and trained the staffs as 

well to assess and sanction the loan to the missing middle segment. 

 SIDBI also offers Risk Capital Product to MSMEs both in terms of plain equity and quasi-equity, 

another innovation. Equity has always been a challenge for the MSMEs.  

 

Apart from products and services, SIDBI has collaborated with various associations and BMOs. 

SIDBI has arrangements with Quality Council of India (QCI) where BMO Accreditation has 

been a part.  

Mr. Parimal Thakker said that having financial analysis as his forte, he limited his points to 

funding of MSMEs and enabling the availability of sustainable cash flows for MSMEs to grow. 

He mentioned that the requirement for funding of MSMEs is very huge approximately. Few 

studies have estimated that $3-4 billion of funds are required in the next 10 years to enable SMEs 

to grow at the desired rate, it being the catalyst for GDP growth in India. He also reiterated Dr. 

Kumar’s opinion about regarding the difference in risk perception of the banks towards 

corporates and SMEs, given the NPAs numbers specifically. He mentioned that if restructured 

assets are added to these numbers, then SMEs are seen to be the sweet lending spots. However, 

SMEs are still far behind in terms of lending when compared to the large corporates. To address 

this issue, he stressed on few key requirements. Firstly, it is necessary to inculcate financial 

literacy among the SMEs. Secondly, innovation is not just required for green energy companies 

but also for areas such as technology and financing like factoring of bill discounting loans from 

large corporates which would help them to get loans at lower costs and they can utilise that 

money for more sustainable projects. Mr. Thakker spoke about SMERA which has been a 

pioneer in rating solar power projects, wind power projects, etc. To reap more benefits out of 



 

 

these ratings, there has to be a closer association with the bankers, associations and the rating 

agencies.  

Ms. Devyani Hari focussed on enabling the capacity of the bankers. She mentions that 

sustainable investments can be supported only if adequate finances are available for that. On 

those lines, the GIZ project ‘Responsible Enterprise Finance’, of which she is a part focuses on 

increasing the lending of MSMEs by the banks which mainly caters to energy efficiency, solar 

rooftop finance and a component of woman entrepreneur financing. She emphasised on the need 

of capacity-building of the banks to enable them to start lending to this sector. She highlighted 3 

broad areas that the project caters to for building the capacity of banks in terms of lending to 

these sectors. Firstly, a business case needs to be developed for seeking loans from banks. The 

project partners with banks and builds their capacity by educating them about the financial 

mitigants, financial instruments, what are the business models, etc. Banks would come forward 

with financing if they have a strong hold in their capability. Secondly, awareness needs to be 

created for both the banks and the MSMEs on the same platform. If the banks comes out with a 

loan product, then there has to be a demand for that product as well. Thus, match-making 

workshops needs to be conducted and promoted in the clusters to increase awareness and 

financing. Thirdly, the project has also developed certain tools for the banks. Simple checklists 

are created and helped to integrate into their already existing appraisal mechanism.  

Mr. Rajeev Chawla emphasised on building the credit-worthiness of the entrepreneurs to attract 

credit, thus the right presentation is quite important. The balance sheet is the ‘janam-patri’, 

which if kept updated cannot let any banker from denying loans to any entrepreneur. Thus, 

financial literacy is deemed pivotal. He elucidated on the fact that many of the entrepreneurs 

make the mistake of diverting their working capital towards purchase of fixed assets. As a BMO 

in Faridabad cluster, he wanted a scheme which could give free and fast finance for the fixed 

assets requirement which could be accidental purposes. In 2008, IamSME tied up with SIDBI 

and today the organisation virtually sanctions loans of upto 75 lakhs for it members without any 

collateral security over and above their existing limits based upon certain norms that SIDBI has 

given. There has been almost 100 crore worth portfolio with 0 NPAs since 2008. It has been seen 

that wherever BMO takes up the responsibility in coming forward and working with the banks, 

helping them in recovery, ensuring that the pricing of the assets is correct, it has always turned 

out a successful collaboration. Another important issue is the maintenance of fiscal discipline in 

the enterprises. The onus is on the BMOs who have to create awareness among the members, 

who need to comply with it for their greater good. He raised an important concern that small 

mergers and acquisitions in MSMEs are not funded by the banks. Another challenge to the 

enterprises is government’s new order which states that every industry needs a pollution NOC in 

consent including the industries in green and small category, hence it is forced on all the 

industries to apply for consent which reduces the ease of doing business. He recommended that 

the associations need to partner with bankers to reach out to its members for direct interventions. 

The role of BMOs is becoming more dynamic. IamSME aggregated the available government 



 

 

schemes of India and international programmes and launched a programme ‘Rise above the 

Ordinary’. 30 MSMEs have been selected and total financial support coming to each SME is 

almost 27 lakhs and there are international funds available upto 2.2 crore to each SME, if they 

carry out research activities in the field of sustainability. Thus, there are available schemes, 

channels and agencies which if tapped efficiently by BMOs through networking can be a robust 

solution for financing.  

Mr. Pradeep Sharma, speaking on behalf of the banks, said that a bank is aware of the 

shortcomings in terms of balance sheet management, capability issues, etc. SBI was the first 

bank to introduce energy efficiency programme in MSME clusters in 2003. The bank tied up 

with various research institutions and paid 50% of the walk through audits to the consultants and 

provided loans upto 90% at 8% interest rate. He mentioned that after personally going for 50 

walk through audits in Northern India, he saw that only 3 units were willing to take up detailed 

audits since most of the units were not willing to disclose their financial data. SBI alone as on 

31st March 2016 provided Rs. 211,376 crore credit finance to the micro and small enterprises. 

600 specialised agencies have been set up in India which focus on only credit financing for 

SMEs. Also specialised centres have been set up which are dealing with loans of upto 50 lakhs. 

Under Stand-up India, SBI will finance one woman and one SC/ST entrepreneur. Any banker 

who is dealing with public wants that certainty that the money would be repaid. SBI has explored 

into e-commerce where they are funding the MSME category of suppliers at a rate of interest of 

11.5%. The biggest gap is the incapability of the entrepreneurs in presenting their business plans. 

Also, there is a huge gap between financial consultants and the entrepreneurs which needs to be 

addressed. 

Open House Discussion- Valedictory Session 

The last session of the day was an open house discussion wherein the different MSME Unit 

owners, BMO representations and other stakeholders shared their suggestions and questions, and 

the panel consisting of 

 Mr. Arun Maira, Chairman, Foundation for MSME Clusters 

 Mr. Surendra Nath Tripathi, Additional Secretary and Development Commissioner, 

Ministry of Micro, Small and Medium Enterprises 

 Dr. H P Kumar, Former CMD, National Small Industries Corporation 

 Mr. Rakesh Rewari, Former Deputy Managing Director, SIDBI  and Trustee, Foundation 

for MSME Clusters 

The session was moderated by Dr. Tamal Sarkar, who opened the floor for questions. The 

following are the questions and suggestions given by the participants of the workshop. 



 

 

Mr. Harish Gupta, Laghu Udyog Bharati, Jalandhar: Mr. Gupta addressed the financial issues of 

switching from older energy intensive cupola furnaces to the new technology of energy efficient 

induction furnaces. He said that earlier 

foundries would be given exemptions 

from excise for purchasing coal and 

furnace oil, but with the introduction 

of induction furnace, not only are 

those benefits not applicable, but the 

electricity bill is also taxed at 12-13%. 

He also wanted a clarification on 

whether it is a tax or a cess, and if 

certain schemes could be introduced 

to counteract it, since they are now 

using energy efficient ways of 

production.  

Mr. Anand Reddy, Bhagyanagar Foundries Association, Hyderabad: Mr. Reddy was very 

impressed with the amount of work that was done for scaling up sustainability in the northern 

regions of the country and urged the ministry and FMC to help in facilitating such positive 

changes in the new state of Telengana.  

Mr. Ravi Vasudev, Gen Secretary, Faridabad Small Industries Association: Mr. Vasudev stated 

that 90% of our MSMEs work in non-confirmatory areas and he urged for schemes that would 

make the transition of such industries to the confirmatory zone financially and legally viable. 

Mr. Gurmeet Singh Kular, President, Federation of Industrial and Commercial Organization: Mr. 

Kular said that although India is the second largest manufacturer of bicycles, there is a huge gap 

between India and China (which is the largest manufacturer) in terms of technology. He 

requested that more support is needed for the penetration of the already existing technologies 

into the MSME units across the country, and also efforts for introducing better technologies so 

that we can compete and fare better with China.    

Mr. Suresh Nandyal, Gulbarga Industrial Estate Manufacturers’ Association, Karnataka: Mr. 

Nandyal suggested that Karnataka, which is the dal bowl of India, and has many dal mills and 

SME units catering to pulses production needs to be given focus, and requested FMC and the 

MoMSME to visit the units, draft a report and help them to scale up sustainability in Karnataka 

too.  

Mr. Pradeep Sharma, State Bank of India: Mr. Sharma’s main concern was that more than 60-

70% of a banker’s time is taken in verifying the mandatory checks before sanctioning loans. He 

suggested a single-window system, so that these compulsory claims can be taken care of, and the 



 

 

banker can focus more on the business plan for the loan sanction, instead of spending time on 

administrative check-lists. 

Mr. Mukesh Gulati, Executive Director, FMC: Mr. Gulati was also in favour of a convergence 

system for government schemes. We currently have more than 205 schemes catering to MSMEs 

and it becomes extremely difficult for a unit owner to analyse and conclude which scheme is the 

most favourable for him. Thus, unifying these schemes in a sectoral specific framework, with 

multiple institutions relevant to a specific sector would help greatly both in terms of time 

management and providing the right solutions. He also mentioned FMCs ongoing efforts to ease 

the access of MSME units to the different government schemes.  

Mr. Rajiv Chawla, Chairman, I am SME of India: Mr. Chawla was very concerned about the new 

regulation of the Central Pollution Control Board, which on 6th March notified that all the 

industries, whether red, orange or green would compulsorily have to submit application for 

obtaining NOC. He suggested that the green MSMEs be exempted from this regulation. 

However, he praised the Pollution Control Board’s innovative effort to introduce the new 

category-white.  Mr. Chawla also said that every industry has to submit an elaborate 40-50 page 

document to the department of statistics, which he thinks isn’t required today when every details 

of each industry is documented online. He suggested doing away with this, since inter-ministerial 

data sharing would easily render all the details.  

Mrs. Kavita Rajesh, ALEAP, Hyderabad: Mrs. Rajesh put forward the idea of unifying 

production processes under one roof, as a measure to address the sourcing difficulties through 

adequate raw material banks. In this way, she claimed the entrepreneur would not be too 

burdened financially, and a common facility would benefit everyone situated in the same 

locality. 

Mr. Ram Chandran from Hyderabad: Mr. Chandran enquired if it would be possible to have a 

different set of guidelines for NPAs in MSME sector. He said MSMEs are very different from 

the large scale firms and their values tend to be smaller. Thus some provisions should be made to 

accommodate for that.  

Mr. Harvinder Singh, Jalandhar Rubber and Chemical Association: Mr. Singh said that we waste 

a lot of paper by submitting monthly returns. Since we already have our government bank-sheets 

and other documents, maybe some measures could be taken to reduce this monthly application 

process. 

Mr. Surendra Nath Tripathi replied to all the queries. He was very encouraging with respect to 

all the suggestions on carrying out detailed reports in different parts of the country, be it the dal 

bowl of Karnataka, or the foundries of Telangana. He said that the Ministry would extend its 

support to the activity. He also extended support towards R&D and technological improvements. 

He said that although the ministry can’t help in buying technology, it is certainly in a position to 



 

 

facilitate technological development, such as the activity of setting up tool rooms in Ludhiana 

etc.   

Responding to Mr. Vasudev, he 

agreed that non-conformity is a big 

issue. He said that the same industry, 

when shifts from the rural areas to the 

urban areas becomes polluting. He 

mentioned that he has had talks with 

the Ministry of Urban Development to 

factor this in within smart city 

concept. He said that as long as 

someone is doing a business, 

irrespective of the location, they must 

be legally recognized - not just by the 

ministry, but also all other lending and 

regulatory institutions also. He said he has a meeting with the MCD on the 27th April to discuss 

this further and hopefully arrive at some solutions.  

He was very impressed with Mr. Sharma’s suggestion and said that the Ministry and the banks 

have to start working together to ensure success of single-window formats. He acknowledged the 

planning commission’s work which was the starting point of this ease of doing business by 

having a single-window system. 

He also said that the ministry is seriously looking forward to start a simple credit application 

bureau, to reduce duplicity and ease the process of doing business. In this regard, he had meeting 

with SIBDI, other bankers and even the RBI, along with the Finance secretary.  

In response to Mr. Gulati, he said that the new mobile app (MyMSME app), which is still in the 

beta-testing version in the MoMSME website was one initiative to enable easy access to 

schemes. He said that there they are trying to reduce the hassles by helping applicants easily 

recognize the different schemes with the help of certain keywords and ease the process, so that 

one knows his eligibility status.  

Although he acknowledged that Ms. Kavita Rajesh (from ALEAP) common production concept 

as an interesting idea, he doesn’t find it workable. He said that we should learn from the 

experience of the cooperatives that it would not be viable and the association may become an 

intermediary. He felt that common facilities for service such as testing or research are good 

solution but production was not feasible.    

Mr. Tripathi said banks and governments should trust the borrowers, and eliminating these 

lengthy verification processes. He said the government is working on lowering the interest rates. 

The Ministry is also trying to involve bankers in the MSME-CDP initiative, since out of the 1018 



 

 

clusters only 13 had been ready to take up CFC. If bankers are involved into the creation of 

CFCs, this would not only remove intermediaries/sponsors, but would also encourage complete 

and successful execution.  

Mr. Tripathi also said that earlier rehabilitation of units was done by, of and for the bank, and the 

entrepreneur had no say. But today they have created a framework, if the entrepreneur feels that 

if someone can’t sustain the business at any stage; he can get together with the banker, and 

renegotiate an exit with the a good scope of settlement terms being friendlier.  

Mr. Maira concluded the session, saying that the open house forum was indicative of how the 

discourse between the government and the industry has changed for the better.  He said that 

earlier, such a forum would only mean airing of grievances and complaints from the industry and 

lecturing from the government. He said that such collaboration and partnership is required 

between the between the head of a nation (policy makers) and the feet (the people who do actual 

work such as the MSME sector) must be strong. Successful industrial policies can only be 

formulated in environments where the policy makers and the industry associations have a healthy 

conversation and dialogue. Germany, with its high wage, strong currency, and a growing 

manufacturing sector, is a great example. And the essential feature of Germany is the quality of 

the discourse between unions, industry representatives and the government.  

Mr. Maira appreciated Mr Tripathi’s directness and cross-sectoral knowledge in answering the 

queries. He hoped that such interactions will continue to take place.  

Dr. Tamal Sarkar gave the vote of thanks to the dignitaries on stage, panellists as well as the 

associations. He said that it was heartening to see so many associations from various sectors 

across the country participated in the vibrant discussion. He also said such open forums will be 

held at least once a year, with the next one being at the next FMC event- Responsible BMO 

awards, to be held on 10th Feb, 2017. 

 He specially thanked the associations, SMEs and their workers who were part of the project and 

made it successful. He finally thanked the partners, and sponsors for supporting the project.  

 

 

 

  



 

 



 

 

Annexure  

Summary of Participants  

The workshop was attended by 154 participants. The breakup can be seen as follows:  

 Number of Panellists: 17 

 Number of SME Participants represented by BMOs: 58 (regional break up appears in the table 

given below)  

 Number of other SMEs, representatives of various Government Departments, Implementing 

Organisations, Universities, Consultants/ Business Development Service Providers:  79 

List of SME Participants represented by BMOs 

Sl No. Name of State Number of BMOs Number of 

Participants 

1. Andhra Pradesh 2 2 

2. Delhi/NCR 8 9 

3. Karnataka 2 2 

4. Odisha 2 3 

5. Punjab 16 28 

6. Rajasthan 4 6 

7. Telangana 2 2 

8. Tamil Nadu 2 2 

9. West Bengal 2 4 

 Total 40 58 

 

 

 


