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Scheme of

“Support for Entrepreneurial and Managerial Development of SMEs:

1.

1.2

1.3

Through Incubators”

Background

World over, Micro and Small Enterprises (MSES) exeognized as an
important constituent of the national economiesitiwouting significantly
to employment expansion and poverty alleviation.ecdynizing the
importance of micro and small enterprises, whichstitute an important
segment of Indian economy in terms of their comtitn to country's
industrial  production, exports, employment and wosa of
entrepreneurial base, the Central and state Gowsmnsmhave been
implementing several schemes and programmes fomgiron and
development of these enterprises. Among the ssicbprinciples of
governance underlying the National Common MinimumogPamme
(NCMP) of the Government, “sustained economic ghowt a manner
that generates employment” has a pride place. NIBP also describes
the MSEs as “the most employment-intensive segment”

Finance Minister's Budget speech of 2005-06 splciahentions:
“Worldwide, it is manufacturing that has driven gth. In order to
revive the manufacturing sector, particularly smahd medium
enterprises and to enable them to adjust to thepettive pressure
caused by liberalization and moderation of tardfes, new scheme is
proposed to be launched that will help them stieggttheir operations
and sharpen their competitiveness. The desigrh®fstheme will be
worked out by the National Manufacturing compegtiess Council
(NMCC) in consultation with the industry.” The Rimce Minister's
speech of 2006-07 states “NMCC along with relewstake-holders like
the Ministry of MSME has conceptualized and fine¢izhe components
of the programme incorporating suitable inputs friie stake-holders”.
This component-scheme of the NMCP envisages seteofia large number of
academic and training institutes and provisioniodricial support to set up at

least 100 business incubators to host about 106 rand small enterprises



2. Objective

2.1 The main objective of the scheme is to promote gimgrtechnological
and knowledge-based innovative ventures that skeknurturing of ideas from
professionals beyond the traditional activitied/oéro, Small & Medium Enterprises
(MSMEs). Such entrepreneurial ideas have to béefed and developed in a
supportive environment before they become attradty venture capital. Hence the
need arises for incubation centres: to promote saugport untapped creativity of
individual innovators and to assist them to becoeohnology based entrepreneurs.
It also seeks to promote networking and forgingiridages with other constituents of
the innovation chain for commercialization of thdevelopments. This initiative is
now being taken up by the Ministry of MSME — thedab Ministry for the
development of entrepreneurship and creation of-eseployment and more
employment avenues.

2.2 Under this scheme, 100 “Business Incubators” (Big)to be set up under
Technology (Host) Institutions over the next 4 gedi@ say 25 per year] and each
Bl is expected to help the incubation of about &@ ideas or units. For this service,
which includes the provision of laboratory/workshofacilities and other
assistance/guidance to young innovators, each Blbeigiven between Rs.4 lakh
and Rs.8 lakh per idea/unit nurtured by them, &hito a total of Rs.62.5 lakh for

the ten. In addition, each BI or each Host Insttumay get :

__ltems @ per Bl
(&) Upgradation of infrastructure Rs. 2. Skhla
(b)  Orientation/Training Hs28 lakh
© Administrative Expenses Rs. Odkh.
Thus the total assistance per Bl - Rs. 66.50 lakhs.

3. Implementing Agencies

3.1 The incubational support will be provided bystHmstitutions, like:

i) Indian Institutes of Technology (lITs)

1) National Institutes of Technology ( NITS)

iii) Engineering Colleges

iv) Technology Development Centres, Tool Rooms, etc

V) Other recognised R&D&/or Technical Institutes/Cestr Development
Institutes of DIP&P in the field of Paper, Rubbeiachine Tools, etc.



3.2 The geographical areas, the disciplines anthfrestructure-providers listed above will be
reviewed midway during the implementation, for aoyrective action needed to make the

scheme more effective with better outcome.

4. Targets

It has been proposed that in each Business Incytedforts will be made
to reach the ratio of 4:1 between the incubatedranand small enterprises,
respectively i.e. efforts will be made to incub8tenicro enterprises and 2 small
enterprises in each Bl on an average in an idaztsn. However, flexibility on
this count would be permissible. There will als® flexibility in having more
than one Bl in the same host Institution, and wheuired, there may be less
than 10 or more than 10 enterprises hosted in Bach

5. Expectations

The term ‘innovation’ covers a very wide domain andso far as micro and
small enterprises are concerned, it could signify activity and new/ingenious
procedure or product that is likely to be of usedaiety (or to specific segments
thereof) and therefore marketable in the long rlihe purpose of the small dose
of assistance proposed under the present scherte ssipport students/ ex-
students of science and technology and entreprereyrout their innovative
ideas (processes and products) at the laboratowodtshop stage and beyond
(to the extent possible) — to carry forward theaidem its mere conception to
‘know-how ‘ and then to ‘do how’ stage. Even Spéélurpose Machine (SPM)
would clarify as ‘innovations’ under this low castheme as long as they lead to
better, more competitive and economical operatiamsl are marketable by the
small and medium enterprises that are to be foroyethe successful innovators.
In the case of many Host Institutions, where othienilar programmes for
enriching and incubating innovations are alreadytbis MSME assistance could
be dovetailed within them, by way of an additioeatouragement/ sustenance,
without leading to duplications or unnecessary d@blenefits. It would be left to
each Host Institution or its Bl to benchmark the@eptations from its students
and entrepreneurs (and their ideas) at the leeglishconsidered appropriate and
to provide the level of assistance that is actuadtyuired to operationalise ideas.

It is needless to mention that the level of suctieaseach Bl or Host Institution



achieves through this scheme would enhance itsrepatation and vice versa in

case of repeated failures.

As explained, this scheme is designed for sustgirat some basic or
introductory level, the incubation of ideas thatulkbhave otherwise been lost for
want of support. The expectations are that a biegaercentage of the grantees/
incubates would be graduating to higher levels pération, that would then
require other levels of support under other schéreganisations and from
Venture Capital or Angel Funding. Some indicatweas of operation have been
mentioned at Annexure.

6. Financial Assistance

6.1 As stated, 100 Business Incubators ateeteet up to incubate about 1000
ideas, many of which are likely to lead to the iegttup of Small and Micro
Enterprises at a cost of Rs 62.50 Crore in fowrydime period.. Financial
target in terms of expenditure has also been itelicdlo match the physical
target. Another Rs. 4 Crore are earmarked for mommnponents and the total
cost of the project is to be Rs. 66.5 Crore. BI8l maintain separate accounts
of the funds received and expenditure incurred amous activities. An audited
Statement of Accounts or the statement certifiethieyChief Financial Officer of
the Host Institution will also be obtained.

6.2. Direct Expenditure on Business Incu@tors:

Table :Expenditure Details (Cost to Govament)

Sl. | No. of| No. of MSEs to be incubated irn Totalexpenditure

No. | Incubators | each Business Incubator and the(cost to Gowt.) per
to be set up| cost implications. year (Rs in crore)

1 100 i)10 entrepreneurs to be supported @ 15.625

incubators | Rs. 6.25 lakh per enterprise (cost
@ 25 each | could vary between Rs.4.0 to Rs.8.0
year for the | lakh).(Details in Table A2)

last four i) Cost of up-gradation or enhancing 0.625

years of XI | of components of Infrastructure.

Plan iif) Cost of Orientation & Training of 0.320
personnel. 0.055

iv) Administrative expenses

Total 16.625

Total for 4 years Rs. 66.50 crore (Cost to Governme¢)



6.3 The cost may vary between Rs.4 -8 lakh for eacbuliatee/idea, subject to the
overall ceiling of Rs.62.5 lakh for each BIl. Allustrative list of supporting
activities and the likely assistance for an incabats at Annexure II.

Participation in a Public Private Partnership Mode (PPP Mode)

To ensure the participation of the entrepreneurs iRPP mode, it has been
proposed that 15% and 25%, as the case may bégdfast of intervention, will be
borne by Micro and Small Enterprises respectivedyerever applicable. The proposal
is in the form of pointed interventions to demoatdr the efficiency of superior
technologies/procedures that are more conducivthdofast-changing environment in
industrial competitiveness. In other words, othenovative options are being
considered, with considerable degrees of privatéqgzation, in order to implement the
schemes that are proposed under the PPP mode.tradigonal government driven,
government-managed, subsidy-oriented activitiesshavgive way to user-driven and
user managed options — based on their felt neetifaaad challenges of stakeholders.

The innovative options ensuring that private pgréton in the programme is on
a proportionate basis and govt. contribution of 46%85% towards the project cost will
be utilized for technology fee, common facilitiezdahiring/lease of machinery etc. The
incubatee will deposit his / her share to the hostitute after completing the formalities
of Tripartite Agreement, to be signed between theveBnment, the host Institute
(operationalising the incubator) and the aspiringubatee, clearly laying down the
obligations from and expectations of each of thedlsignatories. The approach has
been framed in such a manner that the stakehald¢isro and Small Enterprises are in

a position to carry on these activities after ti®ubation period is phased out.

8. Financial Implications for the XI Plan
Cost Details Per Year
RS. in crore
250 entreprena@rdRs.6.25 lakh eac 15.625
Cost of -gradation or enhancing of components of 0.625
infrastructure
Cost of Orientatibraining 0.320
Administrative exjze: 0.55
Total (for 25 Bls each yeal 16.625
Total (For 4egrs) 66.50




9. Implementation of the scheme

9.1The scheme is proposed to be implemented fnoamdial year 2008-09.

9.2 The Selection Committee headed by DC(MSME) shatihgrise of —

1.

SRR A

6.

Representative from DST/DSIR

CEO, SVCL(SIDBI Venture Capital Ltd.)
CMD, NSIC

Economic Adviser, MOMSME

FA of MOMSME

Representative from DIPP

9.3 The request for proposals from the Institutesplementing agencies will be invited by

the selection committee through advertisementsawdNPapers and web sites, Letters to

Implementing agencies, etc., to select the hostutss for setting up of Bls.

9.4

3.
4.

The Selection Committee vii# entitled to constitute sub-committees for dpeci
product groups to vet the feasibility of ideas gmdof of concepts, option of the
entrepreneur for host institute , access to wonshéaboratory, etc., and to lay down
the procedure to release the fund directly to thet mstitutions as also to formalize
the tripartite agreements to this effect. A sub-guttee headed by IA of DC (MSME)
(i/c of the specific product group promotion) shaimprise of-

Director of Apex Scientific / Industrial Researctsiitute in respective field or his

representative

Incubation Executive nominated by Director , MSMIE#Dthe area of Incubation

Center .

Representative of Lead Bank in the area of IncabaZentre

Representative of Host Institute.

10. Mode of Finance Releases

As would be laid down in the tripartite agreememtween the Government, the host

institution and the aspiring entrepreneur, the Gowvent would release finances to the Host

Institution. Initially, the host institution woulbe released 30 per cent of the expenditure

expected to be incurred in the establishment aedadipn of the incubators during the ensuing

financial year. The balance would be releasetie¢cdbst institution in one or more instalment,

once the earlier amount is reported to have bdbksedtby the host institution.



11. Monitoring & Evaluation

11.1 The project would be monitored and guided by Ministry of MSME.
Emphasis needs to be given to ensure continuatiorth® scheme through
documentation in monitoring of the implementatign.monitoring and advisory
committee headed by Additional Secretary and Deraknt Commissioner
(MSME) comprising of

1.Representative of NMCC,

2.Representative of Technologfipimation Forecasting and Assessment

Council (TIFAC)
3.Representative of the LeadlBaf the State where the incubator is

established.

4. Representative of IndustAssociations represented on the Advisory
Committee constituted under the MSMED Act 2006

would be constituted to review and guide the im@etation of the programme
periodically. Necessary mid-term corrections adivat by the Committee will be

applied to make the programme more effegtive



Indicative Areas
Annexure — |

The indicative areas of operation for innovativejects could be in the
following fields:

Hi-tech Activities

i) Bio-technology

1) Pharmaceuticals

iii) Information Technology
iv) Nano-technology

V) Polymer Products
Other Possible Areas-1

Vi) Fruit Processing

vii)  Ceramics Industry
viii)  Glass Industry

iX) Herbal Medicines

X) General Stores

Xi) Auto Components
Xii) Electrical appliances
Other Possible Areas-2

xiii)  Ready-made Garments

xiv)  Sports Goods

xv)  Wet Grinders

xvi)  Metal Utensils

xvii)  Surgical Instruments

xviii)  Agriculture Implements

xix)  Cane and Bamboo Products
xx)  Leather Goods

xxi)  Engineering Industries

10



Annexure- Il

Table: lllustrative list of Supportirg activities & the likely expenditure for

an incubatee (cited in Column 3 (i) of Table : Expediture Details-

Cost to Government)

Sl Items Likely
No. expenditure per
annum
(Rs. in lakh)
1 Technology fee 2.00
2 Telephone, Fax, Computer facility, etc. 0.25
3 Machinery hiring or leasing from outside 1.00
4 Guidance fee per annum for mentors/ handholding 2.00
persons, etc.
5 Electricity, accommodation charges , etc. 1.00
Total 6.25
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Scheme of “Support for Entrepreneurial and Manageral Development

10.

11.

of SMEs Through Incubators”

Proforma for submission of proposal

Name of the Host Institution/Organisation.

Head of the Institution/organization (with adshe
for correspondence).

Mentor/Guide for the proposed Business Incub@or
(Details of his/her academic accomptights, publications, area of
specialization and experience in gujdiis to be given).

Project requirements.

Number of units/ideas proposed under BI.
Specific area(s) of operation for the innovagwveject.

Cost profile of the units under Bls (Detaileehit-wise break up
of cost to be given).

Cost proposed to be borne by the incubateesdgUnd
the PPP mode) with details (unit-wise).

Facilities proposed to be provided by the Hastitution.

Technical details of the proposed BI.

(Detailed project profile of the nevea existing
technology, outlines of the new ideagmrsed to be
further developed, relevance for therma&nd small
enterprises, commercial adaptability etay be given).

Perceived benefits of the new technologyeims of cost, energy
efficiency, higher productivity and othretevant particulars may be
highlighted with supporting data, (whexepossible) to facilitate decision
by the Selection Committee.
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