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The Micro, Small and Medium Enterprise sector is the growth engine of Indian economy. 

Though there are 613 million MSME units in the country employing about 110 million persons, 

the growth is sub-par. Both, non-credit as well as credit constraints hinder growth.  

This study focuses on strategic Business Development Service (BDS), its needs and scope 

especially on infrastructure, support services, synergies with government schemes, market, 

quality and credit gap. In essence it is critical to map both financial and non-financial gaps 

experienced within the cluster to design interventions to foster future growth.  

Grant Thornton Bharat has undertakena detailed study involving "Mapping of Financial and 

Non-Financial gaps in the Surgical Cotton Gauze and bandage cloth Cluster of Virudhunagar". 

Non-financial needs include skill development, procurement, marketing, Quality Management 

Systems (QMS) amongst others. With just asmall percentage of credit requirements of MSEs 

through institutional finance, vast segment of micro enterprises do not have access to formal 

financial institutions.  

The Surgical Cotton Gauze Cluster at Chatrapatti town in Virudhunagar 

District 

 

This cluster, providing direct employment to 15000 people and indirect employment to around 

5000 people, has 400 MSE units with a cumulative turnover of about INR. 350 crores (FY 2020-

21).  

Spread over Chatrapatti Town and Rajapalayam, the district is a strategic location because it 

is bounded on north by Madurai and Sivagangai district, south by Tirunelveli and Tuticorin 

district, east by Ramanathapuram district, west by Kerala state and northwest by Theni district. 

Chatrapatti has gaps in availability of skilled manpower handling machines and lack of 

adequate number of skill training institutions providing customised training programmes for 

workers on long term basis.  

A typical value chain ofsurgical cotton Gauze or bandage gauze products in Chatrapatti cotton 

Gauze or bandage gauze clusters is depicted as the following flow diagram:-  

Executive Summary 
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Overview and Supply of Business Development Services 

MSMEs lack information about the availability and range of service. Roughly only 50% of the 

units in the cluster avail services of CAs in terms of tax, audit and maintaining books of account 

the Gaps include: 

Loan Syndication 

Lack of BDS provider in 
terms of loan syndication for 
the units in this cluster 
especially micro units. 

Marketing 

Marketing related BDS 
required for facilitating entry 
of MSE units in the domestic 
replacement and spares 
market. 

Physical Infrastructure 

Guidance, preparation and 
arranging grant-in-aid for 
development of physical 
infrastructure on PPP mode 
through various GOI and 
State level schemes. Gaps 
include Common Facility 
Centres and industrial 
infrastructure such as roads, 
drainage, Effluent treatment 
plant, power supply etc 

 

Demand side constraints  

Include lack of awareness about the range of BDS available. Lack of unity, lack of exposure 

and lower capacity to avail the services, majority of the units do not have orientation towards 

strategic BDS. Primarily they have felt need for operational BDS like tax filing and audit. 

 

 

Retailers to Customers

INR 840 (Gross margin - INR 140 Kg of Surgical cotton gauze)

Wholesalers to Retailers

INR 700 (Gross margin - INR 100 Kg of Surgical cotton gauze)

MSME to Wholesalers

INR 600 (Gross margin - INR 150 per Kg of Surgical cotton gauze) 

In house process: cleaning, weaving, bleaching, drying, packing and sterilization

INR 450 per Kg of packed surgical cotton gauze

INR 240/kg (including transportation per 1,000 Kgs of Raw Material)
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Supply side constraints  

Include inadequate links of BDS providers with the MSE sector and limited capabilities of 

suppliers besides transactional constraints. Additionally, insufficient information on capabilities 

of service providers and the inability of SMEs to pay for them hinder their growth.  

Supply of Credit 

Credit supply to surgical cotton gauze cluster is estimated at about INR. 75 crores, from which 

INR. 20 crore (21.03 per cent) is term credit while INR. 55 crore (79.48%) is for working capital.  

Indian Overseas Bank, the lead bank in the cluster, implements the RBI Lead Bank Scheme. 

The bank disbursed an aggregate of about INR. 3840275 to the MSME priority sector. 

Demand for Credit 

The major demand for credit to micro-sized units is for meeting out their working capital to 

avoid cost of credit purchase and to meet manpower payment needs, while engaging man 

power on a daily basis. There is also requirement of finance for credit sale for most of the 

Surgical cotton and bandage cloth products. Private Sector Banks are the major sources 

of Working Capital loans across all sizes of enterprises. Also, non-institutional sources are 

a significant source of Working Capital funds for Micro units. Firms inadequately financed 

by formal sources, in addition tap informal sources for business operations. 

Credit Gap 

 

Working Capital Requirement is 

estimated to be  

INR. 55 crores 

 

Incremental Term Credit 

Requirement is estimated to be 
INR.20 crores 

 

Total Credit Demand is thus 

obtained from above 

INR. 95 crores 

 

 

Though there is credit demand both for working capital as well as term capital but demand is 

significantly more for term loan capital. This is because the industry is in growth phase with 

firms going for expansion, upgradation and many new firms entering in this space. 

 

Credit Supply Credit Demand Total Gap 

INR. 75 Crore INR. 95 crores INR. 20 crores 

Source: Primary Data 

 

Constraints faced by cluster firms 

Technological constrains: 

1. At present, the raw material cotton yarn is woven in the open mesh fabric with desired 

warp and weft count with the help of power loom machine where in both the production 

per machine and labour coupled with more noise and vibration. Hence Ideally, capital – 
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intensive Air jet loom machine with offers more automation, better finish and four times 

more productivity could land quality finish, enable standardisation in large – batch 

surgical cotton gauze and bandage cloth.  

2. Ideally, Beam bleaching machine equipment will integrate degreasing, Chemical’s 

usage, bleaching, drying and other processes. enable accurate, burr – less 

standardisation and low lead-times without need for further processing of surgical cotton 

gauze and bandage cloth and aid in safe disposal of waste water treatment and further 

disposal.  Except a few medium sized firms all units are utilizing conventional bleaching 

units with stainless steel drum which requires enormous skilled and unskilled man power, 

manual feeding of chemicals, soaking, drying, greater lead times and human error.  

3. Currently except a few firms all are utilizing separate machineries for Gauze and 

bandage rolling and Gauze and bandage cutting. Ideally Automatic Surgical Bandage 

rolling and cutting machine will enable both activities to be performed in precision with 

less manpower. 

Technological interventions and handholding for introduction of machines and training 

for Surgical gauze and bandage cloth gauze  

1. Apparently, firms will upon establishing a raw material bank (RMB) of cotton yarn along 

with packaging raw materials will be able to manufacture product at reduced cost thus 

earning better profit and margins for micro units in the cluster. 

Infrastructural & Value Chain Constraints: 

1. Lack of any interventions in the past: Ever since the cluster came into existence, there 

has been no planned intervention for the benefit of the units in the cluster. As a result, 

the cluster does not have any Common Facility Centre such as Machining centre or 

Training Centres. Only the reasonably well-off small enterprises have access to the 

successful commercial machineries. 

2. Inadequate technical knowledge of Core Firms: More than 90% of the entrepreneurs, 

when they started their firm’s way back in 1970’s and 90s there are few models the 

entrepreneurs have been unable to cope up with new technologies. As cluster firms are 

only neutral service providers, these companies also do not impart technical knowhow 

to them. With the exception of few firms who are trained by company’s authorized 

dealers, majority of firms have no clue about these new manufacturing technologies. 

3. Testing Equipment: Necessary equipment may be viewed in terms of a lab equipment 

and chemicals for input testing vis-à-vis chemical composition and coordinate measuring 

machine. 

Governance Platform (BMO): 

There is only two pro-active association in the region i.e., Chatrapatti area surgical traders 

Association with membership of 100 entrepreneurs and The Surgical dressing manufacturers 

Association Chatrapatti with membership of 72 entrepreneurs. The main activities of both the 

Association were as follows:  
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1. The Association has good liaison to convince the banks for mobilizing the loans to 

individual units during different trade cycles. 

2. The Association used to recommend the entrepreneurs to DIC for subsidy under 

PMEGP, PMRY etc. 

For the last 15 years the Association has not been active due to inadequate support from the 

Government Agencies.      

Pressure points and Intervention Plan 

Strengthen dedicated BDS Facilitating & Governance Platform (BMO) in the cluster: Need for 

strengthening existing BMO to fight against common challenges and opportunities together.  

Infrastructure: Largely, units (micro & small) in Chatrapatti and Rajapalayam are operating 

from behind their house back yards, employing household women and men especially in 

activities like weaving utilizing the weaver’s quota of current and drying activities. hence there 

is issues in terms of road, power, water, safety etc. In the long turn context, they need also 

explore BDS and support to establish industrial estate / related infrastructure. There is 

apparently need for upgrading infrastructure perhaps on PPP basis with assistance under the 

IID scheme of the DIPP. Related BDS may have to be initially introduced from outside the 

cluster. 

Common Facilities: Common Facility Centre which is now in operational has limited product 

range. It was established in 2018 with support from MSME scheme. The machineries used in 

existing CFC are Power Loom Machine, Conventional bleaching units with stainless steel drum, 

Absorbent gauze swabs manual folding and slitting process, Gauze cloth rolling machine, 

Surgical Bandage cutting machinery, Manual Packaging with labours etc. Now the cluster units 

require latest technology equipment like Air Jet Loom machines, Beam bleaching machine, 

Automatic Swab folding and slitting machine, Automatic Gauze cloth rolling machine and fully 

automatic packaging machine to handle larger volume, high accuracy, faster production and 

cost reduction. In addition, there is also a need for establishing a common facility comprising 

of training of skilled labour related to workers who can handle CNC machine. Such a facility 

could enable development of manpower, increase the productivity and reduce the time of the 

production cycle. These can be established on the basis of PPPs with assistance under the 

MSE-CDP scheme of the GoI where assistance to the tune of 90 per cent is offered as grant-

in-aid.  

Finance and credit: Financial instruments for working capital and term loan financing can 

facilitate access to credit for cluster firms in addition to the institutional credit instruments and 

schemes including the CGTMSE/CLCSS and Guaranteed Emergency Credit Line. There is a 

need to disseminate awareness about the schemes in the cluster too. 

Market Development: (tradeindia, Indiamart, GeM.): Potential to link the cluster to wider 

domestic market through listing of product and services on online portals. 
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Raw material and procurement: Micro units are facing lot of issue in terms of fluctuating and 

raw material in particular cotton yarn prices and inconsistent supply affecting their bottom lines 

and the profit margin.  

Productivity/Quality: Constraints are evident in terms of non-utilisation of BDS services in 

productivity enhancing areas. ERP systems could contribute to better systems and profitability 

as may adoption of lean manufacturing practices that could also reduce lead times. 

Envisaged Benefits of Intervention 

Ideally, an implementing agency may be identified by SIDBI to help implement the envisaged 

interventions with duration being 2.5-3 years. To develop a market for related BDS, the 

envisaged impact of the intervention can be done to introduce new BDS in some strategic 

service areas. The intervention will enable at least about 50 MSEs to have access to basic 

industrial infrastructure facilities. It will also enable upgrading manpower skills and development 

of raw manpower, in addition to increasing productivity by about 20%. Approximately 50 MSEs 

may get access to direct market and about 25 MSEs get access to Government e-Market place. 

The impact on the financial front may be viewed in terms of at least 50 MSMEs securing 

adequate credit and also avoid resorting to informal finance. This could also help increase 

capacity utilisation, reducing cost of capital and increasing profitability. It is also expected that 

procurement costs could be optimised by at least 10 per cent by network-based procurement 

operations. 
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1.1. Context of the assignment 

The Small Industries Development Bank of India (SIDBI) has reoriented its focus on Micro, 

Small and Medium Enterprises (MSMEs) by adopting a SIDBI Vision 2.0. A strategic initiative, 

it aims to accelerate efforts to serve the MSME domain and adopting the status of that of an 

All-India Financial Institution. The institution’s core objective is to create an integrated credit 

and development support ecosystem for all Indian MSEs, ensuring inclusive growth. It believes 

in enabling the MSME’s to globally competitive. 

Cluster specific MSME development approach results in agglomeration benefits (in terms of 

lower transaction and monitoring costs; identification of common risk elements and their 

mitigation; improved outreach; more efficient resource allocation and design of cluster specific 

products/interventions/engagements). The non-credit needs (access to strategic services 

including, capacity building, skill improvement, marketing, inputs, product development, 

productivity enhancement, design, common facilities, credible information access etc.) have 

been identified from time to time by several working groups including the 11 sub-groups of the 

Ministry of MSME which dealt with both credit and non-credit needs of MSMEs. 

The UK Sinha Committee on MSMEs highlighted the need for a cluster approach to be 

deployed for strategic engagement with the enterprise ecosystem, as the status quo being they 

are inadequately equipped in terms of innovation centres, testing facility, etc. The Committee 

also recommends that these clusters should collaborate with companies having innovation 

infrastructure, R&D institutions and universities that specialise in a specific industry or 

knowledge area. 

1.2. Need for the Mapping Exercise 

The critical issue of availability of adequate credit and ensuring its inclusiveness has been 

addressed by several committees including the Hon’ble Prime Minister’s Task Force for 

MSMEs.  

Non-Credit needs, mainly strategic services such as training, capacity building, skill 

improvement, marketing inputs, product development, productivity enhancement, design, 

common facilities to reduce gaps in terms of related and supporting enterprises and 

institutions/value-addition/joint technology upgrading, physical infrastructure etc have been 

identified by several working groups including the 11 sub-groups of the Ministry of MSME.  

It is in this context that banks must adopt alternate and innovative mode of credit delivery such 

as cluster specific approach to help them reduce costs, documentation along with identification 

of common risk elements and their mitigation as they are recognised groups.  

 

Chapter – 1: Introduction 
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1.3. Objective and scope 

This report aims to demonstrate the detailed analysis of Surgical Cotton Gauze and 
Bandage Gauze cluster, including financial & non-financial gaps and measures to be 
addressed in terms of bridging gaps to achieve the desired situation of strengthened 

clusters, based on fresh diagnostic studies done. 

 

GT undertook the following tasks for the cluster: 

• Carry out fresh diagnostic studies on gaps in financial & non- financial services, with GT 

having necessary user data/DSRs already available at different sources/public domain. 

• Sectoral analysis of existing enterprises and potential for new enterprises. Covering 

existing institutional mechanism to improve supply of financial & non-financial related 

services 

• Suggest actionable points considering present scenario/emerging situation along with 

timelines for all the above including role identification for different stakeholders 

 

 

Special focus 

Business Development Services (BDS): 

“Enterprises need guidance to facilitate scaling up and augmenting income,  
making it imperative to have Business development services (BDS). Conducive policy 
environment, access to financial and non-financial services and expanding markets 
for products and services are some of the key ingredients for improving enterprise 

performance. This study has sought to identify the need and scope for BDS but also 
finds out the services that MSMEs require but do not have access to in the cluster.” 

 

BDS includes training, consultancy and advisory services, marketing assistance, information, 

technology development and transfer, and business linkage promotion. While operational 

services may be needed for day-to-day operations, strategic services are used by the 

enterprises to address medium and long-term issues for improving the performance and wider 

access to markets. Such services can facilitate identifying new markets, designing better 

products and seek competitive financing.  
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One section of the study report exclusively addresses the BDS markets from the demand and 
supply side. 

 

Credit Gaps 

The issues related to credit 
has also been mapped in 
terms of BDS and its potential 
impact in the cluster. 

 

Infrastructure 

The study identifies issues in 
industrial infrastructure – like 
estates and parks, IT services 
infrastructure, environmental 
compliance, renewable 
energy related infrastructure, 
technology upgrading/value-
chain gap and gives 
actionable suggestions to 
address them with rough cost 
estimates. 

 

Support (transactional) 
services 

Support service areas which 
are necessary for 
improvement in the cluster 
has also been considered. 

 

 

Synergies with Government Schemes: The report has mapped challenges in the 
existing schemes of the concerned State government and Central government 

including that of the MoMSME. It effectively lists potential areas of co-operation 
between SIDBI and related schemes besides incorporating the learnings from earlier 

interventions in the cluster. 

 

One of the key components of the study is Credit mapping, that highlights the factors hindering 

the availability of adequate and timely institutional credit to MSMEs through formal channels 

andits impact on industrial growth and competitiveness. Additionally, issues entailing policy 

advocacy, its context, rationale and its possible impact are also a part of the report. 

The scope of work basically encompassed: 

• Survey design and resource planning 

• Sample survey in identified clusters 

• Data analysis and presentation 

A detailed methodology, sample selection criteria, survey questionnaire schedule, planning of 

resources and stakeholders were consulted to achieve the desired project objectives. The 

survey was to facilitate capturing of information for analysis on the following: 

Survey Design and Resource Planning 

The survey was to facilitate capturing of information for analysis on the following: 

• Assessment of BDS gap 

• Assessment of credit gap:  

− Services provided by various FI/NBFCs etc 

− Key Bottlenecks impacting access to finance from various FIs/NBFCs 
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• Gauging impact of credit gap in the industrial growth and competitiveness of cluster firms 

The agency suggests the following:  

• Refinement in existing products to facilitate credit needs of cluster firms 

• Specify an action plan for implementation of the recommendations  

Sample Survey 

• 45 MSMEs representing the core and supporting enterprise segment have been studied 

deploying a questionnaire schedule. 

• About8-10, typical public and private operational and strategic BDS providers have also 

been studied. 

• Major FI/NBFCs have also been studied deploying a discussion format (this includes 

nationalised banks, state financial and industrial investment corporations, SIDBI). 

• 2-3 BMOs/other institutions in the cluster have also be studied deploying a discussion 

format as required. 

1.4. Approach and Methodology 

Methodology 

The approach and methodology harnessed were in sync with the fundamental objective of 

carrying out fresh diagnostic study to evaluate the financial & non-financial gaps and measures 

to be taken to achieve the desired situation, which can strengthen the ecosystem for MSMEs. 

It entailed a multi-pronged approach involving different stakeholders representing private sector 

enterprises, public and private BDS providers and facilitators including Business Membership 

Organizations (BMOs), the State as well as Central Government institutions. These included 

Industries Department, DIC, Industrial Infrastructure Development Authority, Technical and 

Financial Institutions etc. 

Team GT’s comprehensive efforts made the study include existing enterprises, potential for 

new enterprises to meet gaps for financial & non-financial services and improving these 

services. Actionable points are suggested considering the present scenario/situation with 

timelines for all above including role identification for different stakeholders.  

The methodology and report comprise of a questionnaire schedule to conduct a sample survey 

amongst about 50 MSMEs in the cluster by studying the cluster, its history, vital statistics of the 

cluster (how many firms, turnover, employment etc.), status of previous interventions, if any, 

status of cluster linkages (network of the cluster firms and stakeholders).  

Assessment has been done on demand for services, specifically for value-chain activities in the 

cluster focusing on basic cluster infrastructure, Common Facility Centre, marketing 

infrastructure, utilities, compliance infrastructure, cloud/IT services infrastructure and software 

gaps. Possible solutions have been highlighted twinning with ongoing GoI/GoS schemes.  
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The GT team has assessed the demand and supply side issues in current credit disbursements 

and conducted a mapping exercise to recognize activities to support MSMEs through specific 

financial products. Primary research has provided insights, which can be used for implementing 

cluster specific financial products. 

Due diligence has been done to study available resources such as the MSME census data, 

information available with respective SLBCs, district level Credit plan, RBI reports and other 

relevant data of industry associations, District Industrial Profiles prepared by the MSME-DI/DIC 

in addition to the primary consultations with different stakeholders.  

Results and deliverables 

While undertaking the assignment, the following approach (in line with deliverables and 

timelines) was adopted: 

A. Inception Report  

This report explained the proposed methodology for addressing all the critical processes listed 

earlier, including the scope of work and deliverables and methodology and database. The 

inception report also comprised a questionnaire schedule to conduct a sample survey amongst 

about 50 core MSMEs in the cluster including a discussion format to be adopted while 

undertaking primary research, consultation with BDS service providers and facilitators. 

B. Study Report  

This step involved Primary and Secondary research, While Primary Research involved use of 

a questionnaire, it also entailed study of supporting enterprises and private & public BDS 

providers and facilitators. On the other hand, Secondary Research utilised the MSME census 

data, information available with respective DICs and SLBCs, district level Credit plan, related 

research reports data from industry associations, reports of previous interventions carried out 

by other agencies earlier, District Industrial profiles prepared by the MSME-DI/DIC, etc. Macro-

data on credit supply was estimated from the leading bank in the district. Lastly, it accentuates 

ways of synergizing cluster stakeholders, particularly with various schemes operated by the 

Government has also been listed. 

C. De-Briefing event for SIDBI/Cluster Stakeholders 

A de-briefing event was conducted involving 40-50 cluster stakeholders and SIDBI 

representatives where the salient features of the study report was presented as a basic 

validation exercise.  

1.5 International Scenario 

Cotton Industry 

The global cotton industry has changed dramatically over recent decades with production of 

cotton having expanded markedly in response to strong consumer demand for cotton products. 

World production during the 1960/61 season was slightly in excess of 10 million metric tons. 

Thirty years later in 1990, production reached 19 million tons, an average annual increase of 

2.1%.. Production of cotton in 2010-11 was 24.88 million metric tons and Projections of 
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production in 2019-20 is 64.23 thousand metric tons showing increase in production. The 

reason behind this growth in production phenomenon is entirely due to higher yields, with 

virtually no increase in the area planted; and secondly number of countries involved in growing 

cotton is concentrated in developing regions. Developing countries would continue to account 

for the largest share of world cotton production.  

Cotton industry is expected to grow from INR 87538 billion in 2020 to INR 94291 billion in 2021 

at a compound annual growth rate (CAGR) of 7.7%. The growth is mainly due to the companies 

rearranging their operations and recovering from the COVID-19 impact, which had earlier led 

to restrictive containment measures involving social distancing, remote working, and the 

closure of commercial activities that resulted in operational challenges. The market is expected 

to reach INR 123224 billion in 2025 at a CAGR of 7%. 

Market Size: 

It is estimated that demand for surgical and absorbent cotton is growing at the rate of10 percent 

per annum across the world. The demand for absorbent cotton in India is estimated to be about 

2 million bales (of 170 kg each) per year. Besides the Indian market, there is enormous export 

potential for surgical cotton in countries such as the US, EU and Japan. Within the next 5 years, 

3 – 3.5 million bales will be required to fulfil the domestic demand and more would be needed 

for the export market. 

Although, the area under surgical cotton cultivation in India was 97 percent in 1947, it fell to 42 

percent in 1990, 28 percent in 2000 and about 1 percent in 2012, and it is now estimated to be 

much less than 1 percent. The absorbent cotton varieties are now confined to marginal lands, 

saline tracts, and drought prone areas. The price of surgical cotton is high because of the 

shortage of short staple absorbent cotton. Until 2005, India had at least 2 million hectares of 

land under absorbent cotton cultivation which used to cater to the needs of the surgical cotton 

sector. The market price for absorbent cotton was low because of abundant availability of short 

staple surgical cotton.  

 

1.6. Indian Scenario 

Production in India is projected to grow by around 1.3% p.a. over the coming decade due to 

growing demand for cotton for the domestic apparel industry. After a rapid increase in yields 

between 2000 and 2007 (linked to an increase in irrigation, fertiliser use, and the adoption of 

genetically modified Bt cotton), yields were stagnating in recent years as producers struggled 

with adverse weather and pests, such as the pink bollworm, which has become resistant to Bt 

cotton.  In India, pink bollworm appears to have become resistant to Bt cotton, resulting in 

significant crop losses. While it is possible that new technologies will provide relief, the 

development and roll-out of solutions may take several years. In addition, cotton yields in India 

are influenced by the monsoon pattern in rain-fed regions and are hence vulnerable to climate 

change. This Outlook assumes that yield growth for Indian cotton will follow demand for cotton 

in the country while cotton area is projected to stay flat. 
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The demand of Surgical Absorbent Cotton is directly related with the increase in population and 

expansion of public health services. Government hospitals and large nursing homes are the 

largest consumer for cotton wool. the area under surgical cotton cultivation in India was 97 

percent in 1947, it fell to 42 percent in 1990, 28 percent in 2000 and about 1 percent in 2012, 

and it is now estimated to be much less than 1 percent. As a whole, any entrepreneur can 

venture in this project without risk and earn profit. Continuous scope for Medical, health and 

treatment and hygiene consciousness developing in minds of general public. 

The demand for surgical cotton is rapidly increasing in India as more people are 
getting access to basic health care and the number of people who can afford more 

complex medical facilities, like surgeries, transplants, etc. has increased in the 
country. Besides the Indian market, there is enormous export potential for surgical 

cotton in countries such as the US, EU and Japan. There is also a rise in demand for 
Indian surgical cotton in Middle East and African region. 
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2.1.  Historical Evolution of the Cluster and Key Turning Points 

Virudhunagar district has seven Municipalities, nine Town Panchayats, eleven Blocks and four 

hundred and fifty Village Panchayats spread over 6.39 km² with 16839 MSE units (as on 

31.03.2010), the surgical cotton gauze and bandage cloth cluster at Chatrapatti, has a total 

turnover of about INR. 350 crores (2020-21), provides direct employment to about 15000 

people and indirect employment to about 5000 people. The core enterprises are concentrated 

in Chatrapatti. 

 
Surgical Cotton Gauze and bandage cloth products manufacturing 

There are a range of related and supporting enterprises and service providers ranging from 

weaving, bleaching, drying, cutting to packing. The present equipment in units in terms of 

handloom machines, cutting machines were introduced after the year 2000. 

The firms have adopted technological changes thanks to the several exhibitions and machinery 

fairs in Delhi, Bangalore and Coimbatore to upgrade equipment and technology. 

2.2 Geographical spread of the Cluster 

Fig – 2: Cluster map 

Annexure 1 – Location Map

26

Virudhunagar

As of FY21,
• 105+ MSME units in Electrical 

accessories

• 390 micro units

• 10 small units

• Bordered by Sivagangai district and Madurai District in the North, Tenkasi

District and Tenkasi District to the South , Ramanathapuram District to the east

Theni District on east and Idukki district of Kerala to the west

• 3 Revenue Divisions

• Distance to Madurai - ~57 kms

 

 

Chapter – 2: Cluster 
Profile 
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2.3 The Cluster Profile 

Benefits of a traditional pool of experienced family-businesses and entrepreneurs especially 

from the local community namely “Saliyar” which is a Weaving community, all people doing 

manufacturing or trading belong to this community and are mostly related with each other. Due 

to this community stronghold, they enjoy economies of scale, bulk marketing and enable the 

firms to have access to a range of support institutions and service providers within the cluster 

(District) and in throughout the country. Hence these units are able to compete with competitive 

industries from other regions. 

Some institutions of relevance include: 

• SIDBI, Madurai 

• District Industries Centre (DIC, Virudhunagar) 

• National Institute for Micro Small and Medium Enterprise (NI-MSME, Chennai). 

 

Financial institutions such as commercial banks involved with operations of cluster firms are:  

• Indian Overseas Bank (Lead Bank)  

• State Bank of India 

• Canara Bank  

• Tamilnad Mercantile Bank 

• ICICI 

• HDFC 

Cooperatives include State Finance Corporation, Regional Rural Banks etc.  

Principal Markets 

With tie-ups in various State Governments, Health care providers, State level 
Hospitals and large firms the main market for the firms is found both domestically and 

internationally. 

 

2.3.1. Products manufactured in the cluster 

The main products manufactured/processed at the cluster are: 

i. Gauze Bandages and Roller Bandages: These bandages may be in the form of rolls or smaller 

pieces depending on the purpose of use. They are used to help keep a wound clean while still 

allowing air to ventilate the bandage, skin and help the wound to heal. The woven fabric nature 

of the bandage is what makes it effective in ventilating. It also makes it absorbent which is 

useful as it helps prevent excess moisture around the wound site. Gauze bandages come in 

many sizes and types. They can be used on wounds where the infection is already present and 

in the process of treatment.  
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ii. Cotton Balls: Cotton balls comes in sizes from 15 grams to 1 kilogram. Health care 

professionals, doctors, nurses, dentists, hygienists use cotton balls in critical applications for 

its absorbency properties viz absorb blood after an injection or prick for checking the blood 

sugar levels. 

iii. Moping Pads: Moping pads are used by doctors especially during surgeries to clean blood 

spills. Moping pads have excellent moisture absorbency and higher tearing strength.   

iv. Absorbent gauze Swabs: These are utility product used for wound dressing, padding, 

protection, blood spill, applying antiseptic and much more. It is especially useful for dressing 

wounds where other fabrics might stick to the burn or laceration eg: After an eye operation a 

absorbent gauze swab is placed on the patients eye with medicine. 

v. Hygiene Products: Adult diapers, baby diapers, disposable under pad and Maternity pad are 

manufactured in this cluster. 

vi. Grey cloth:  The Grey Cotton Waste from the surgical cotton units are used for cleaning and 

dusting purpose in various industrial applications including Navratna Central Public Sector 

Enterprises corporation which purchases 50 lakhs worth of grey cloth every year from 

Chatrapati village in Viridhunagar District cluster 

2.4 Brief Financial Profile of the Cluster 

Information on number of firms, their size, average turnover and manpower are  

presented below:  

Table - 7: Number and Size of Units; Scale of Investment 

Number of 

MSE firms 
(based on 
Investment) 

Average 
investment per 
unit 

Important raw 
material and 
related inputs 
sourced from 
within the cluster / 
adjacent regions 

Average 
turn-over 
per unit 
(2020-21) 

Average 
Employment per 
unit 

Surgical cotton 
gauze and 
bandage cloth 
Units: 400 

Micro:310 units 

 

 

 

Small :80 units 

 

 

Medium:  10 
units 

 

 

 

 

Micro Units: INR. 
20 Lakhs/unit 

 

Small Units: INR. 
100 lakhs/unit 

 

Medium Units: 
INR. 1000 
lakhs/unit 

Cotton yarn, 
bleaching chemicals 
and packing 
materials 

 

 

Micro Unit: Rs. 

15 lakh/unit 

 

 

Small Unit: Rs. 

56 lakh / unit 

 

Medium 
Units: INR. 
300 lakhs/unit 

 

 

Micro Unit: 5 
persons/unit (direct) 

 

Small Unit: 80 
persons/unit (direct) 

 

Medium Units: 350 
persons/unit (direct) 

 

Direct Employment: 
15000 

Direct and Indirect 
Employment: 5000 

Source: Data compiled from primary survey  



 

Mapping of Financial and Non-Financial Gaps in Surgical cotton gauze and bandage cloth gauze Cluster in Virudhunagar District 19 

 

From the 400 units, 310 are micro-

sized, 80 are small sized and rest 10 

are medium sized units. While the 

average annual turnover growth was 

an impressive 15 % each year until 

FY 2019-20, covid-19 stalled the 

demand. 

Table – 8: Annual Turnover of the 
Cluster 

Year 
Turnover (in INR. Crore) with Annual 

Growth Rate 

2020-21 350 

2019-20 345 

2018-19 300 

2017-18 261 

2016-17 227 

Source: Primary Data 
 

It is noticed from the field study that due to covid-2019 effect; the turnover of the cluster is 

estimated 345 crores during 2019-20 whereas there was meager growth rate of 1.44% from 

2019-20 to 2020-21. It is in this regard; the Government has provided 6 months moratorium for 

interest repayments. Firms have been affected in the form of cancellations of orders and delays 

in shipments. The entire health care system in the country was combating with covid 19 

patients, hence other major surgeries was postponed resulting the dampened growth of the 

entire industry. It is in this context, there is a need for credit uptake rather than credit guarantee.  

Apart from credit and financial incentives, the need of the hour is to help firms, business and 

economic activity to get back on operational mode. 

It is noted that the ease of doing business has gained importance in the last few years owing 

to the impact it has on the overall industrial climate; investments and job creation in the 

economy.  The government has given major thrust to ease of doing business and has worked 

aggressively and hence developed the infrastructure facilities under cluster mode of operation.  

Despite of many advantages, according to the field study; credit availability in terms of collateral 

security; provision and maintenance of infrastructural facilities like drainage, roads, electricity 

etc needs improvement. 

2.5 Manufacturing Process 

Though several products are manufactured/processed at the cluster, this report focuses on 

Gauze Bandages for showcasing one process. Gauze Bandages is a sterilized woven fabric 
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effective in ventilating to help keep the wound clean and ventilated aiding the wound to heal 

soon. Its absorbent properties is useful in absorption excess moisture around the wound site. 

After procurement, the process is followed as per Fig 3:  

Fig 3: Manufacturing Process of Gauze Bandages 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

2.6 Roles of Key Stakeholders in the Cluster 

There are various stakeholders in the cluster, both government and private, who play critical 

role in defining the basic contour of the cluster. The list of such cluster actors are provided 

below and the services they render has been showcased accordingly. 

Weaving 

Bleaching and washing 

           Drying 

Cutting to required size  

Sterilization 

Packaging 
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Table – 9: Key cluster stakeholder and their role 

S. No Name  Services  

1 DIC  Finance/Single Window start-up/Training 

2 SIDCO Plot’s allocation and provision of other 
infrastructure facilities  

3 SIDBI Finance/Training 

4 Financial Institutions  Facilitation for preparation of project 
report, credit, training 

5 NSIC  Finance/Market Access/Raw material 
Procurement 

6 Polytechnics/ITIs Training  

8 CAs/ICWAs  Tax, audit, loans  

11 Web based marketing portals (need to 
rectify) 

Market Access 

12 Trade Fair Organizers  Market Access  

 

Source: Primary Data 
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3.1. Status of Cluster Linkages 

Marketing and market development 
 

A number of challenges confront the cluster firms impacting their profitability and 
growth. To begin with, they need automatic machinery to compete with different types 

of manufacturers across the globe. Low profit margins, which have almost halved 
over the years, necessitate a dire need for firms to upgrade, optimise costs, improve 

product quality and expand product market mix.  

 

Raw Material and Procurement 

The units in the cluster procure the cotton yarn of various counts / thickness from domestic 

markets like Coimbatore, Kovilpatti, Tirupur, Tirunelveli etc. Cotton yarn is readily available 

since Tamilnadu has almost half of cotton spinning capacity in the country.  

Finance and Credit 

Term loans are provided with a moratorium of 6-12 months, and with a 5-year repayment 

tenure. While some units have been supported with CGTMSE cover, few have received 

assistance under the Credit Linked Capital Subsidy Scheme (CLCSS). Hence, there is scope 

to enhance links with the CLCSS and CGTMSE schemes to encourage technology upgradation 

and working capital financing. The cluster industry associations have been networking with 

related institutes in upgradation of ecosystem. 

Power and energy 

Typically, units have a connected power load of up to 110 KVA. There is a need of power 

supply/power generating units under common facility centre in the cluster. 

Manpower and skills 

While 95 per cent of cluster manpower needs are met locally, labourers from Bihar, West 

Bengal, Chattisgarh, Odisha, Rajasthan and Assam make up the rest 5 per cent. Labourers 

mostly work as employee for a single firm. The workers generally work for more than 10 hours 

a day and are getting INR.500/- per day. It is significant to note that there is a need for long 

term apprenticeship for all the technical graduates skilled especially in activities like bleaching 

etc. 

 

 

Chapter – 3: Cluster 
Analysis 
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3.3. Analysis of Business Operations 

Despite many dedicated initiatives by the public and private service providers, the Surgical  

cotton gauze and bandage cloth gauze  accessories firms in the cluster are presently facing a 

potential scenario of high business and operational risks. An elaboration of the constraints is in 

order: 

• Apparently, the cost of raw material has increased by between 70% in the last one 

year. Yarn cost in 2020-21 is priced at Rs.240 / Kg, in 2019 – 20 it was Rs. 140/ kg and 

in 2018-2019 it was Rs75. The labour and manpower costs have increased in the last 

3 years from Rs. 250 per day to over Rs. 500 per day. Due to covid-19 pandemic 

prevailing across the globe, product prices have stagnated. Therefore, profit earnings 

of firms have fallen from 40-50 percent to barely 25-30 percent today. Basically, profit 

margins have virtually halved between 2017-18 and 2020-21. 

• Cluster firms are not able to reap economies of scale on various fronts. About 78% of 

the micro sized firms are depending on job-oriented works, where these firms are not 

able to give quality product. 

• Most firms are sole proprietary concerns, and many operate largely in the unorganised 

sector. 

A scrutiny of business operations of cluster enterprises by way of business processes as well 

as analysis of business operations in functional areas is presented here.  We have taken an 

example of surgical cotton gauze. 

3.3.1 Technology in the cluster and indicative benchmarking 

Table - 10: Technology Benchmarking 

Critical technology and capacity gaps in the 

cluster 

Scope for upgrading through cluster 

development initiatives and common facilities 

Weaving Machine  Air Jet Loom machine: 

 

Presently, cluster firms’ use Power Loom 

machines for weaving. One labour required 

Loom machinery is simple and we can get 

high quality finished products coupled with 

The COVID-19 pandemic has probably given the biggest blow to the world economy 

after the great depression of 1930s. Around 60 per cent of the world population is 

either under severe or partial lockdown without having medical solution to the 

coronavirus and economic activity across countries has either stalled or significantly 

decelerated taking away millions of livelihoods.  According to the RBI (Gupta & Minai, 

2019), the impact assessment of COVID-19 pandemic is carried-out on India’s GVA, 

manufacturing sector, international trade and MSME sector. The impact is estimated 

for two broad outlines: first, the situation where there is a quick turnaround after the 

lockdown period and the economy experiences a vertical recovery (V-shaped). 

Second, the economy experiences a U-shaped recovery where the effects of the 

lockdown prolong for a longer period of time till September 2020. 
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Critical technology and capacity gaps in the 

cluster 

Scope for upgrading through cluster 

development initiatives and common facilities 

for 8 power loom machines. This machine 

use half kg of shuttle to carry a yarn with 

weight of 0.2gm/m hence wastes lot of 

kinetic energy. Gives more wear and tear. 

Speed of machine is less than 180 PPM. 

Production per machine per labour is less. 

Gives lot of noise and vibration. Fabric 

quality is difficult to control. 

 

Approx. Cost: INR 0.82 Lakh (Premier Loom 

manufacturers Private Limited, Surat) 

high degree of automation. Production and 

speed is four times of that Power loom. One 

labour can manage 8 Air jet power loom 

machines.

 

Approx. Cost: INR 18 lakh (Weavetech 

Engineers Limited, Surat) 

Conventional bleaching units with stainless 

steel drum (For Bleaching) 

Beem bleaching machine 

Bleaching is important after waeving. In 

traditional equipment, Man power is 

required for feeding chemicals, soaking the 

fabric, drying the fabric, greater lead times 

and human error. Skilled labour is required 

for adding appropriate chemicals and 

ascertaining the hardness of water. 

 

 

Approx. Cost: INR 0.17 lakh (Rikon 

Pharma, Maharastra) 

 

This machine operates on the basis of 

automatic feed, no extra man power is 

required. Quality and accuracy are high in 

jobs. Due to this, productivity is increased. 

This machine integrates degreasing, 

bleaching, drying and other processes.  

 

 

Approx. Cost: INR 10.5 lakh (Gargo 

Corporation, Surat). 

Absorbent gauze swabs manual folding 

and slitting 

Automatic Swab folding and slitting 

machine 

Presently, cluster firms’ use manual folding 

and slitting wherein the accuracy and 

quality of work is very low. More man power 

This machine has automatic feeding, folding 

and slitting. Output is on an average 400 

pieces / minute. Also, any sizes like 5 X 5 cm, 
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Critical technology and capacity gaps in the 

cluster 

Scope for upgrading through cluster 

development initiatives and common facilities 

is required, Very poor output 2000 / day / 

labour. 

Approx. Cost: INR 1000 /day for output off 

2000 gauze swabs for 2 skilled labours 

 

 

 

 

 

7.5 X 7.5 cm and 10 X 10 cm can be done 

easily  with this machine. 

Approx. Cost: INR 17 lakh (Wenzhou Forbona 

Machinery. Co, China) 

 

Gauze cloth rolling machine and 

Surgical gauze Bandage cutting 

machine 

Automatic Gauze cloth rolling  and Cutting 

machine 

Presently, cluster firms’ use separate 

machine for gauze cloth rolling machine and 

gauze bandage cutting. Man power is 

required for feeding surgical gauze and 

bandage to these machines. Output 

depends on the skill of the skilled labour. 

 

 

Approx. Cost (Rolling Machine): INR 2.30 

lakh (Shri Bhagwati Industries, 

Ahmedabad) 

 

Approx. Cost (Cutting Machine): INR 0.30 

lakh (Shri Bhagwati Industries, 

Ahmedabad) 

 

 

The machine combines all three activities 

Bandage rolling, wrapping with paper and 

cutting of bandage. All the activities are done 

with precision. 

 

 

Approx. Cost (Rolling Machine): INR 6 lakh 

(Qingdao Steady Machinery Co.,Ltd  China) 

 

Source:  Field Study 
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3.3.1 Production of surgical cotton gauze and bandage cloth 

Gauze Bandages and Roller Bandages are woven fabric utilized by Health care professionals, 

doctors, nurses and beauticians which are effective in absorbing ventilating and prevent excess 

moisture around the wound site.  

Production Process 

Manufacturing of gauze bandages and bandage cloth is a process and the cost greatly depends 

on the efficiency of the production methods used. Many types of gauze bandages and bandage 

cloth produced includes: 

Gauze bandages  

Roller Bandages  

Cotton Balls 

 

Moping Pads 

Absorbent gauze swabs 

Hygiene products 

Grey Cloth 

 

Major constraints for isolator production: 

Some main concerns include  

• Marketing and operational risks 

• Fluctuations in raw material cost like cotton yarn and packaging material 

• Lack of access to modern machineries 

• Manual machinery and less utilization of advanced technological machinery 

Surge in raw material costs by 340 % and increase in labour cost by 200% in just three 
years has impacted profit margins to dip to 20-25%, even as product prices have 

stagnated. 

 

Table – 11: Cost Benefit Analysis - Production of Surgical Cotton gauze 
 

Particulars Surgical Cotton gauze (in 

INR.) 

Cost per Unit (In INR.) Benefit 

per Unit 

(in INR.) 

Total 

Man 

days 

required 

Raw Material  INR 2,40,000 INR 240/kg (including 

transportation per 1,000 

Kgs of Raw Material – 

cotton yarn) 

-- 6 Days 

Labour Sixty Skilled Technical 

labour and forty non skilled 

non technical labour can 

Technical Staff = INR 

500 per day per labour 

-- 6 Days 
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Particulars Surgical Cotton gauze (in 

INR.) 

Cost per Unit (In INR.) Benefit 

per Unit 

(in INR.) 

Total 

Man 

days 

required 

utiize 1000 kgs cotton yarn 

and convert it to surgical 

cotton gauze in 6 days. 

INR (500X 60) + (320X 40) = 

INR 42800  

Non-Technical staff = 

INR 320 per day per 

labour  

 

Electricity charges 3000 Units X 4.6  = 13800  

 

INR 4.6 / unit for  70 kW  

 

  

Cost of Chemicals About INR 11200./Kg (Hydrogen peroxide 

Rs.37/kg, Washing 

Soda Rs.42 / Kg) with a 

dosage of 100 kg each, 

Caustic soda Rs.60/ kg 

with a dosage of 50 

Kgs, soap oil Rs. 30 / 

Kg with a dosage of 10 

Kgs) 

 

  

Administrative / 

power charges 

About INR 14220./Kg INR 142.20 /Kg  

surgical cotton gauze 

--  

Sale to 

Wholesaler 

1000 kg Surgical cotton 

Gauze x INR 600/- kg = 

60,00,000/-  

 

INR 600 / Kg 

 

INR 150 

per 

surgical 

cotton 

gauze 

7 to 21 

Days 

Total Cost per 

surgical cotton 

gauze 

INR 450 x 1000 Kgs = 

4,50,000 

INR 450  

 

   

Total Profit: INR 6,00,000 – INR 4,50,000 

= INR 1,50,000 

 INR 150 (600-450) INR 

1,50,000 

-  

90 days 

Source: Field Study 

Case Illustration 

Case 1 

Company & Contact: Sri Jeyaram Exports Chatrapatti (Contact No: +91-9894257100: Unit 
in the cluster.  

Investment in plant and machinery: INR. 80 lakh 

Employment: 50 persons directly and 12 persons indirectly.  

Area of operation: The unit manufactures, roller bandage, absorbent gauze, gauze swabs, 
Mopping pad and gauze pad 

Customers: Export products to the European Union and U.S.A 

Machinery: Broiler unit, Bleaching unit and Weaving machines  

Turnover: INR.2.3 crores in the last FY 2020-21.  
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Case 2 

Company and Contact: Raja Surgicals” Chatrapatti (Contact No: +91-9443157929):  
Unit in the cluster  

Investment in plant and machinery: INR. 75 lakh 

Area of operation: The unit manufactures, roller bandage, absorbent gauze, gauze swabs, 
Mopping pad and gauze pad.   

Employment: 25 persons directly and 6 persons indirectly. 

Main machines: Broiler units (1 no), Bleaching unit (1 no), and Weaving machines 

 Customers: Domestic market using agent mostly in metropolitan cities like Hyderabad, 
Chennai, Bangalore. 

Turnover: INR 1.4 crores in FY 2020-21  

3.4.  Value Chain Analysis: 

A typical value chain of Surgical Cotton gauze in Chatrapatti cluster is depicted in the 

following flow diagram. 

 

Retailers to Contractor 

INR 840 (Gross margin - INR 140 Kg of surgical cotton gauze)

Wholesalers to Retailers

INR 700 (Gross margin - INR 100 Kg of surgical cotton gauze)

MSME to Wholesalers

INR 600 (Gross margin - INR 150 of surgical cotton gauze) 

In house process: Weaving, bleaching, drying, rolling, sterilizing and Packaging 

INR 450 per Kg 

Procurement:  Raw material INR 240 per kg (including transportation charges)

INR 240/kg (including transportation per 1,000 Kgs of Raw Material)

Activity Gross value  

Raw Material price = 240 Rs / Kg or cotton 
yarn 

INR 2,40,000 / 1000  Kg or cotton yarn 

 Selling price to wholesalers INR 6,00,000 
for 1000 kg Surgical cotton gauze 

INR 600 – INR 450 = INR 150 per  kg Surgical cotton 
gauze 

Manufacturing:    

1.   Labour cost = 42800 /- Labour cost per Kg = INR 42.80 

2.   Power Cost = INR 13800 Power Consumption per isolator = INR 13.80  

3. Cost of chemicals = 11200 = INR 112 per 
Kg surgical cotton gauze 

Cost of chemicals = INR 112 * 100 = INR 11200 per 1000 
Kg of surgical cotton gauze 
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Source:  Field Study 

 

Constraints faced by cluster firms 

Technological constrains: 

The equipment and technology options may be viewed in terms of terms of primary processing 

of raw material as well as value-added quality component development machines and may be 

studied as under: 

There are a few distinct challenges which the cluster is currently facing. These are enumerated 

below in brief: 

Lack of any interventions in the past 

Ever since the cluster came into existence, there has been no planned intervention for the benefit 

of the units in the cluster. As a result, the cluster does not have any Common Facility Centre 

such as Machining centre or Training Centres. Only the reasonably well-off small enterprises 

have access to latest machines.  

Inadequate technical knowledge of Core Firms 

More than 90% of the entrepreneurs, when they started their firm’s way back in 1970’s and 90s 

there are few models the entrepreneurs have been unable to cope up with new technologies. As 

cluster firms are only neutral service providers, these companies also do not impart technical 

knowhow to them. With the exception of few firms who are trained by company’s authorized 

dealers, majority of firms have no clue about these new manufacturing technologies. 

Lack of any BDS providers 

There are no adequate supporting institutions, testing laboratories or training centres which could 

possibly provide technical know-how or help strategic developments of the various units. Due to 

lack of these, the units are unable to properly expand their business or reach out to a wider 

market. 

A scrutiny of business operations of cluster Surgical cotton gauze and bandage cloth 

manufacturing enterprises by way of business processes as well as analysis of business 

operations in functional areas is revealing. 

4.   Administrative Cost = INR 14220 
Administrative Cost = INR 142.20 per Kg surgical cotton 
gauze 

  Total Cost of Kg of Surgical cotton gauze = INR 450  

Raw Material = 1 MT x INR 2,40,000 Cost per Kg Surgical cotton gauze = INR 450 
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4.1 Overview of the BDS Market 

The market assessment based on study provides a snapshot and broad contour of the BDS 

market in the cluster. It covers: 

i Assessment of present demand and supply of (briefly, operational) and strategic services  

ii Identification of necessary strategic services (particularly in terms of infrastructure, 

common facilities, marketing services and also linkages with govt. schemes etc.) and basic 

profiling of existing BDS providers and nature of services provided by them  

iii Identifying critical gaps in specific services and range of possible interventions. During the 

course of assessment, focus has been on above mentioned strategic services. 

Understanding the dynamic nature of BDS requirements and needs in a cluster, an incremental 

approach to detailed market assessment has been proposed along with interventions option. 

Further, unavailability of strategic activities high in demand and easy to deliver have also been 

highlighted.  

Lack of awareness among majority of MSE about availing some BDS (QMS), capabilities of 

BDS providers (e.g., domestic marketing) and training services are issues on demand side. 

Few avail services of CAs in terms of tax, audit and maintaining books of account. 

Case Illustration on BDS gaps – Micro enterprises  

 

Case 1 

Lotus Surgicals has been in operation since 2010. Presently, the enterprise has a turnover 
of about INR. 70 lakhs, and their investment was INR. 30 lakhs. The enterprise is in the 
manufacturing of surgical cotton gauze and bandage cloth related products like Gauze 
swabs, Gamjee Roll, Roller bandages, Jumbo gauze cloth roll, x ray detectable gauze.The 
unit is not availing any BDS services. 

 

 

The generic problems affecting development of a market oriented BDS are summarised below: 

Chapter – 4: Market 
Assessment of BDS other 
Non-Financial Gaps 
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Table 13: BDS Market Constraints 

Demand Constraints  Supply Constraints Transactional 
Constraints 

Many of the machineries 

used by the cluster units are 

indigenously manufactured.  

Most of the units use 

obsolete or old technology 

machineries.  Few units 

have recently installed 

some relatively latest 

technology machines 

MSMEs lack information 

about the availability/range 

of overall BDS services 

MSMEs do not utilise much 

need for strategic BDS.  

Market development 

services are being taken by 

few units as per their 

network demand and 

requirement. 

Underdeveloped linkage 

between MSMEs and BDS 

providers 

There is insufficient facility for 

quality testing labs, R&D labs for 

the product development. 

No facility available for export-

oriented guidance, it is observed 

that MSMEs need the support 

for export market study. 

Limited capabilities are there for 

training of skilled workers for the 

cluster. 

Limited infrastructure services 

for units  

Limited availability of proper 

digitization of their products on 

national level. 

Many MSMEs have 

limited paying capacity for 

many strategic BDS.  

Micro-sized units are 

unable to negotiate to 

better raw material pricing 

and supply. 

Inadequate information 

on public and private 

service providers and on 

their capabilities. 

 

4.2. Demand Assessment 

Demand assessment w.r.t important strategic services has been done for the two broad and 

distinct MSME segments, namely the micro and the small segment. The table gives an 

assessment and level of usage of different services:  

Table 14: Demand for and availing of Services 

Sub-Sector Nature of services being 
availed  

Services in demand 

Development 
of new 
products for a 
surgical cotton 
gauze and 
bandage cloth 
(Micro, small 
and medium 
segment) 

Loan/financial syndication. 

Basic Infrastructure 

services  

Capacity building (training 

and awareness building) 

programmes. 

DPR for financial 

(loan/subsidy) syndication 

for individual enterprises 

(some units have availed 

term loan. 

Testing Services and ISO compliances is the 

need for many MSME units. 

Marketing (domestic and Export). 

Machinery used in the plants are obsolete, 

and labour driven. 

Physical & industrial Infrastructure related 

plans and projects (like roads, power, and 

other utilities like water, drainage & sewage). 

Conceiving & implementing common 

facilities (like new product development, 

organic bleaching know how, testing facilities 

and in addition training for the skilled man 

power. 
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4.3. Govt. or Public BDS Providers 

The cluster has the benefit of presence of some necessary support institutions in Chatrapatti in 

Virudhunagar District. Some of the more important support institutions in the cluster are: 

District Industries Centre (DIC), Virudhunagar: The DIC serves as the field-level co-ordination 

and implementing arm of the industries department of the State Government. The DICs have 

been closely involved in cluster development initiatives at the district level in many locations 

across the State.  

Financial Institutions: The DIC serves as the field-level co-ordination and implementing arm of 

the industries department of the State Government. The DICs have been closely involved in 

cluster development initiatives at the district level in many locations across the State. Units 

need to get registered with the DIC if they are to benefit from related incentives offered by the 

state government as well as assistance under schemes such as the PMEGP, CGTMSE. The 

DIC undertakes various awareness programmes for investment promotion at the grassroot 

level such as organising seminars/ workshops. The DIC also organizes awareness programs 

in entrepreneurship and co-ordinates single window clearance initiatives in the district. For wide 

publicity of functions, Motivation Campaigns are conducted periodically by the District 

Industries Centre. 

Technical institutions: There are around 13 Industrial Training Institutes (ITIs) and about 20 

public and private Engineering and polytechnic collages offering diploma courses at 

Virudhunagar district which includes Govt. Engineering and Polytechnic collage etc. 

SIDBI: Established in the year 1990, Small Industries and Development Bank of India-SIDBI, 

facilitate cash flow to MSMEs and fill in their financial and growth gaps. It offers loans and 

monetary assistance to MSMEs, service sectors, and other small-scale industries (SSI) and 

funds for technological up-gradation and modernisation of existing units. It provides various 

loan options as CGTMSE, Guaranteed Emergency credit line (covid specific scheme) through 

regularised banks, SFCs – State Finance Corporations, NBFCs – Non-Banking Financial 

Companies, and other financial institutions. With a view to enlarge its footprint in delivery of 

products and services in MSME eco-system, it has launched an interactive portal Udyamimitra 

[www.udyamimitra.in]) and series of other digital initiatives as sidbistartupmitra.in, 

standupmitra.in etc. These portals, as a virtual marketplace endeavours to provide 'End to End' 

solutions not only for credit delivery but also for the host of credit-plus services by way of hand 

holding support, application tracking, multiple interfaces with stakeholders (i.e., banks, service 

providers, SC/ST/ Women and other applicants). In order to facilitate technology upgrading, 15 

per cent capital subsidy is routed by this institution under a Credit Linked Capital Subsidy 

Scheme for Technology – Up gradation of Small-Scale Industries (CLCSS). The subsidy ceiling 

is up to INR15 lakh. 

National Small Industries Corporation (NSIC): NSIC is an ISO 9001:2015 certified Government 

of India Enterprise under Ministry of Micro, Small and Medium Enterprises (MSME). NSIC has 

been working to promote aid and foster the growth of micro, small and medium enterprises in 

the country. NSIC operates through countrywide network of offices and Technical Centers in 
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the Country. In addition, NSIC has set up Training cum Incubation Centre managed by 

professional manpower. The National Small Industries Corporation (NSIC) headquartered at 

Okhla and with offices across the country, including Chennai provides assistance in several 

areas for MSME’s. Assistance on tender marketing and Government Purchase Programme as 

well as raw material assistance is of particular relevance to cluster firms. Its composite loan 

schemes, government purchase and related marketing assistance programmes as well as raw 

material assistance schemes are yet to be adequately coupled with many cluster firms. There 

is a scope to avail the BDS provided by this dynamic service provider. NSIC is offering a MSME 

global Mart B2B Web Portal for MSMEs, which provides a one-stop, one-window bouquet of 

aids that provide information on business, technology and finance, and exhibit the core 

competence of Indian MSMEs through digital presence. 

Micro Small and Medium Enterprise Development Institute (MSME-DI): Office of the 

Development Commissioner (MSME), New Delhi, under the Ministry of MSME, monitors the 

implementation of policies and activities of promotion and development of MSME Sector in the 

Country through its network of 28 MSME-Development Institutes in all the States, with active 

involvement of State Directorate of Industries. This Institute provides support/services to the 

State Government as well as co-ordinates various activities for prospective and existing 

entrepreneurs at the state level for promotion and development of small-scale industries. It 

provides various types of extension services and assistance in setting up of units, promoting 

and developing products and Services for the MSME. It provides support for under National 

Manufacturing Competitiveness Programme (NMCP) for Technology and Quality Up gradation 

Support to MSMEs, Design Clinics scheme for MSMEs, Marketing Assistance and Technology 

Up gradation Scheme for MSMEs, Lean Manufacturing Competitiveness Scheme for MSMEs 

etc targeting at enhancing the entire value chain of the MSME sector. It provides support to 

MSMEs through various schemes as Cluster development scheme for infrastructure 

development through hard and soft interventions, for ZED certification under Zero Effect Zero 

Defect (ZED) Scheme, marketing assistance and technology upgradation scheme for 

participation in international fairs etc. The few important schemes run through MSME-DI are as 

below  

Table – 15: Status of existing BDS providers 

S. No Name  Services  Fee from private sector  

1 DIC 
Virudhunagar 

Finance -Subsidy/ Market 
Access/Single Window start-up  

Nil 

2 MSME-DI, 
Chennai 

Preparation of State and District 
Industrial profiles, Project 
profiles, Skill development & 
EDP programmes, Quality 
Control and upgradation, Export 
promotion, Facilitate 
establishment of CFCs and 
industrial infrastructure, 
Grievances etc. 

Nil 

3 NSIC, 
Chennai 

Marketing for domestic–through 
Consortia and Tender marketing, 

Few services are fee based and 
few free. 
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S. No Name  Services  Fee from private sector  

MSME Global Mart B2B portal, 
Technology support, Finance for 
Raw material, Credit facilitation 
and other Support services as 
Buyer –seller meet etc 

4 Polytechnics/I
TIs etc.  

Training of workers, 
entrepreneurs etc 

NIL in Govt ITIs and 
Polytechnics 

5 Government 
E-Market 
place (GeM) 

Facilitate online procurement of 
goods & services required by 
various Government 
departments / organizations / 
PSUs 

Yes 

6 TReDS Facilitate the discounting of 
invoices for MSMEs from 
corporate buyers through 
multiple financiers. 

Yes 

7 Loansin59min
utes.com 

An online marketplace for credit 
services initiated by SIDBI 

Yes (for Industrial loans) 

 

Energy Efficiency Technologies: 

Most of the MSMEs in the cluster still use conventional technologies and practices that are 

inefficient and also lead to pollution. Manufacturing sector like Surgical cotton gauze and 

bandage gauze sector have not witnessed innovation in effluent treatment and energy efficient 

technologies.  There is no awareness on energy efficient technologies, which will reduce their 

energy cost as well as carbon emissions.  Awareness on National Mission for Enhanced Energy 

Efficiency (NMEEE) and through Bureau of Energy Efficiency (BEE), a number of energy 

efficiency initiatives have been initiated ranging from efficient lighting, energy rating, Partial 

Risk Guarantee Fund for Energy Efficiency (PRGFEE), Venture Capital Fund for Energy 

Efficiency (VCFEE) and Zero Effect, Zero Defect (ZED) is the need of the hour to reduce the 

energy prices and electricity shortages.  Implementing Agency should involve BMOs, Public 

BDS like DIC, TERI, Bankers etc. to create awareness on energy efficiency technologies and 

schemes available for the adoption of the same.   

4.4. Business Membership Organisations (BMOs) 

There are two industry association for Surgical cotton gauze and bandage cloth cluster in the 

district are listed below  

i) Chatrapatti area surgical traders Association with membership of 100 

entrepreneurs was started in the year 1968 to look after welfare activities of 

surgical traders, manufacturers and supporting MSMEs. 

ii) The Surgical dressing manufacturers Association Chatrapatti with membership of 

72 entrepreneurs was started in the year 1991.   

 Both the associations require assistance in terms of grabbing the government tenders from the 

Health care Departments across different states in India.  
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1. Access to Member Directory – Every member of the above association have access 

to contact details of other members in their association. A business can utilize this 

access to increase networking with players / vendors / clients in the same industry. 

2. Representation on panel of various Government Boards / Committees – Both the 

Associations are represented in various important Committees/ Boards/ Agencies 

constituted by the Government of India. This representation provides an effective and 

direct channel for PEMMA members to communicate and participate in key matters 

presented to these panels. 

4.5. Private BDS Providers 

Micro-sized firms’ avail “operational” BDS providers mostly for: Audit purpose, Service Tax, 

Excise related services and occasionally for WC or TL syndication from FIs.10 per cent of the 

units are utilize the services of web-based marketing portal.  

Operational BDS providers giving audit, tax (GST, IT, Excise Duty) ESI services are paid on an 

average INR. 5,000/-. While 78% of the units have not engaged any BDS provider for GST and 

accounts but private services are availed for annual audits.30% of the units are not engaged 

with BDS provider.  

Table below gives details of major service providers, nature of important services provided by 

them, fee earned and units availing the services.  

Private BDS Providers 

Table – 17: Private BDS Providers 

(B) Private 
BDS 
providers  

S.N.  

Name/category  Services  Annual fee 
from Private 
Sector  

1. CAs/ ICWAs   Tax, audit, GST, loans /subsidy 
syndication 

Yes 

2. Machine 
Maintenance and 
Repair Service 
provider 

Repair and maintenance 
services 

Yes  

3. deAsra Services pertaining to taxation, 
legal matters, statutory and 
regulatory affairs, surveys, 
market analysis, banking and 
credit linkages and technical 
support applications 

Yes 

4. Invoice Mart trade receivables discounting 
system (TReDS) platform, 
discounts the trade receivables 

Yes 

5. Trade Fair 
Organizers  

Market Access  Yes  
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5.1  Overview 

 

The surgical cotton gauze and bandage cloth cluster is experiencing the rising 
demand of health care and hygiene in India and abroad. The evolving of surgical 
cotton Industry and the rise of cluster is the result of such coming up new similar 

manufacturing industries. 

 
 

Twinning credit with on-going and envisaged Policy and schemes: Scope 

5.1.1 Prime Minister’s Employment Generation Programme (PMEGP) 

Implemented by Khadi and Village Industries Commission (KVIC) at national level, this scheme 

is implemented through State KVIC Directorates, State Khadi and Village Industries Boards 

(KVIBs) and DICs in states.  

5.1.2 Credit Guarantee Trust Fund for Micro & Small Enterprises (CGT SME) 

MSME and SIDBI jointly established a Trust named Credit Guarantee Fund Trust for Micro and 

Small Enterprises (CGTMSE), the corpus of which is contributed by Govt. of India and SIDBI. 

5.1.3. Technology Upgradation and Quality Certification 

A Scheme for promoting Innovation, Rural Industry & Entrepreneurship (ASPIRE) 

5.1.4. National Manufacturing Competitiveness Programme (NMCP) 

• Credit Linked Capital Subsidy for Technology Upgradation (CLCSS) 

• Marketing Support to MSMEs 

• Lean Manufacturing Competitiveness 

• Design Clinic for Design Expertise 

• Technology and Quality Upgradation Support 

• Entrepreneurial and Managerial Development of SMEs through Incubators 

• Building Awareness on Intellectual Property Rights (IPR) 

The exhibit below summarizes the cluster profile: 

 

 

 

Chapter – 5: Cluster 
Financial Gap Analysis 
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Table - 20: Cluster Information 

Unit Profile 

 

Unit Type Number of Units 

Micro and Small Surgical cotton 
cluster Units 

100 

Medium and large Sized Units 5 

Total Production INR.120 crore  

Source: Compiled from Data provided by DIC, Virudhunagar (2012- 2013) 

 

5.2  Supply of Credit to MSEs 

Estimate of Outstanding Credit to MSMEs:  

The credit supply to the Surgical cotton cluster unit enterprises is estimated to be INR. 
75 crores out of which INR. 20 crore (26.6 per cent) is term credit and INR. 55 crore 

(73.33%) is working capital supply. This is based on primary research. 

 

 

Enterprise turnover is one of the important criteria for loan appraisal process and it 
can be safely assumed that credit supply to the cluster is correlated to the turnover 

generated. Thus, Grant Thornton proposes to use the “Cluster Turnover proportion to 
Industry State Turnover” method to arrive at cluster level credit supply. 

 

According to information obtained from Indian Overseas Bank, the lead bank in the cluster, an 

aggregate of about INR. INR 38402.75 crores were disbursed to MSME priority sector. The 

following is the composition of MSE and non-MSE Advances in Virudhunagar as of March 2021 

of the banks: 



 

Mapping of Financial and Non-Financial Gaps in Surgical cotton gauze and bandage cloth gauze Cluster in Virudhunagar District 38 

Table – 21: Lending Activities of all Commercial Banks 

S No Name of the Bank Priority Sector 

Public Sector Banks  

1 BANK OF BARODA 1918503 

2 BANK OF INDIA 1391159 

3 BANK OF MAHARASTRA 83413 

4 CANARA BANK 8786549 

5 CENTRAL BANK OF INDIA 808860 

6 INDIAN BANK 8052807 

7 INDIAN OVERSEAS BANK 9417297 

8 PUNJAB & SIND BANK 0 

9 PUNJAB NATIONAL BANK 1256438 

10 STATE BANK OF INDIA  12190857 

11 UCO BANK 207802 

12 UNION BANK OF INDIA 3444565 

Total 4,75,58,250 

Private Banks  

1 AXIS BANK 987008 

2 BANDHAN BANK 0 

3 CATHOLIC SYRIAN BANK 250051 

4 CITY UNION BANK 3218871 

5 DHANALAKSHMI BANK 0 

6 ESAF SMALL FINANCE BANK 0 

7 EQUITAS SMALL BANK 1241923 

8 FEDERAL BANK 59735 

9 HDFC BANK 294725 

10 ICICI BANK 1325321 

11 IDFC BANK 0 

12 JAMMU & KASHMIR BANK 0 

13 JANA SMALL FINANCE BANK 0 

14 KARNATAKA BANK 0 

15 KARUR VYSYA BANK 636752 

16 KOTAK MAHINDRA BANK 0 

17 LAKSHMIVILAS BANK 858502 

18 SOUTH INDIAN BANK 798280 

19 SURYODAY SMALL FINANCE BANK 0 

20 TAMILNAD MERCANTILE BANK 10526340 

21 YES BANK 0 

22 RBL BANK 0 

23 IDBI BANK 808860 
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24 Ujjivan Small Finance Bank Ltd., 0 

25 INDUSIND BANK 310784 

Total 2,13,37,128 

RRBs  

1 TAMIL NADU GRAMA BANK 7834734 

2 CO-OPERATIVE BANKS 2187696 

3 STATE AGRI & RURAL DEV. BANK 69377 

4 TIIC 829920 

5 OTHERS 134195 

 SUB TOTAL 1,10,55,922 

 TOTAL 7,99,51,300 

 
Source: “District Credit Plan 2020-21”, Performance in District Credit Plan – 2020-21 
 

Composition of MSE Priority Sector and non-MSE Large Industries Advances 

 

The lead players in MSME sector lending activity are the Indian Overseas followed by 
 SBI among public sector banks and ICICI, TMC are top two amongst private sector 
banks.Apart from these, about 127.96 crore has been lending from the Co-operative 

Bank to MSMEs in the cluster. 

 

Table – 22: Bank wise distribution of credit for the year 2020-21 

 

 

S No 

 

Name of the Bank 

Total Disbursements from  
01-04-2020 to31-03-2021 

Priority Sector Percentage to the 
total 

Public Sector Banks   

1 STATE BANK OF INDIA  5429160 18.0 

2 INDIAN OVERSEAS BANK 3840275 12.7 

3 CANARA BANK 3803020 12.6 

4 INDIAN BANK 3606668 11.9 

5 UNION BANK OF INDIA 1007070 3.3 

6 BANK OF BARODA 775315 2.6 

7 BANK OF INDIA 447879 1.5 

8 PUNJAB NATIONAL BANK 374330 1.2 

9 CENTRAL BANK OF INDIA 92813 0.3 

10 UCO BANK 55920 0.2 

11 BANK OF MAHARASTRA 43684 0.1 

12 PUNJAB & SIND BANK 0 0.0 

13 TAMILNAD MERCANTILE BANK 4411154 14.6 
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14 EQUITAS SMALL BANK 996955 3.3 

15 CITY UNION BANK 619048 2.0 

16 AXIS BANK 602934 2.0 

17 LAKSHMIVILAS BANK 600602 2.0 

18 SOUTH INDIAN BANK 414952 1.4 

19 ICICI BANK 276174 0.9 

20 INDUSIND BANK 256184 0.8 

21 KARUR VYSYA BANK 240317 0.8 

22 HDFC BANK 112664 0.4 

23 CATHOLIC SYRIAN BANK 110028 0.4 

24 IDBI BANK 109201 0.4 

25 FEDERAL BANK 37892 0.1 

26 TAMIL NADU GRAMA BANK 873612 2.9 

27 TIIC 829920 2.7 

28 CO-OPERATIVE BANKS 238288 0.8 

29 OTHERS 30141 0.1 

30 STATE AGRI & RURAL DEV. 
BANK 

0 
0.0 

 SUB TOTAL  1098349  

 GRAND TOTAL 3,02,36,200 100.0 

 

Source: “District Credit Plan 2020-21 Performance”, in district credit Plan 2020-21 

 

Among the PSBs, Indian Overseas Bank has the leading share in priority sector lending in 

Virudhunagar district followed by SBI. Among Private Banks, TMC Bank leads the pack 

followed by EQUITAS SMALL Bank. 

Performance of Banks  

Table - 23: MSME Lending of Major Bank categories in Virudhunagar district 

 

S No 

 

Name of the Bank 

Total Disbursements from 01-04-2020 to  

31-03-2021 

Priority Sector Percentage to the total 

Public Sector Banks 19476134  (64.4%) 

Private Sector Banks 8788105  (29.1%) 

Other Institutions 1971961 (6.5%) 

Total 30236200 100.00% 

 

Source: Compiled data from LDM, Virudhunagar – 2020-21 

It is observed from the field study that public sector banks were perceived longer 
duration to process the loans for both working capital and term capital than private 

sector banks. Private sector banks were perceived lesser duration ranging 2 to 4 
weeks for processing term loans than working capital loans, which are taking 4 to 6  

weeks’ time for processing the same. 
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5.3  Demand for Credit by MSEs 

Estimate of Credit Demand by MSEs in the Cluster  

There are two methods followed to arrive at total credit demand at cluster level, as mentioned 

in the methodology section. The methods involved are:  

a. Working Capital Demand -Turnover Based Approach (Basis – Nayak Committee Guidelines)  

b. Term Capital Demand (Basis – Growth in Fixed Capital)  

Below are the highlights of the credit demand estimates in the cluster:  

• Total no of Micro and Small units in the cluster is (Micro Units – 310;  
Small Units – 10 Units; Medium – 80 units) 

• Overall turnover of cluster: INR.350 crore during 2020-21 from the survey at cluster level  

• Turnover is estimated to increase with growth rate of 1.44% from INR 345 crore to INR.350 
crore between the years 2019-20 to 2020-21  

• Working Capital Requirement (Basis-Nayak Committee Guidelines+ 10% to meet 
ballooning requirements, credit sale etc.) is estimated to be INR. 35 crores (Reference year 
+1).  

• Incremental Term Credit Requirement is estimated to be INR.20 crore  

• Total Credit Demand is thus INR.95 crore. 

 

The following exhibit presents the equity contribution indicated by a sample of 50 enterprises. 

Table - 25: Equity contribution required by FIs 

Promoter contribution for Loan Disbursements Across Financial Institutions in 
cotton cluster 

Equity Requirement 

Enterprise Typology 

 

 

10% or less 11-25% >25% 

Micro Enterprise - 40% 60% 

Small Enterprise - 60% 40% 

 

Source: Primary Data 

 

This demonstrates that for micro and small enterprises, demand for higher margin 
contribution is from the bankers’ side due to non-availability of adequate  
collateral. MSEs have longer-term contracts with buyers enabling them  

to obtain loans at lower margins. 

 
Collateral and typical asset-based lending practice with high demand of 150%-200% of loan 

value leads micro-organizations to borrow from family and friends. Speedy process and lesser 

number of documents also make MSE products manufacturer’s reach out to informal sources.  

BMOs are mostly unaware of various financial products such as bills discounting and do not 

use such products. The following exhibit show the composition of credit among the 50 

respondents interviewed in the survey.90 per cent of the units are micro and 9 per cent of the 
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units are small sized enterprise units and one medium sized enterprise in the cluster. The major 

demand by micro-sized units is for working capital to avoid cost of credit purchase and meet 

manpower payment needs.  

Table - 26: Credit Mix 

Credit Mix 

Nature of Credit 
requirement  

Enterprise Typology 
Working Capital Loan Term Loan 

Micro Enterprise 76% 24% 

Small Enterprise 79% 21% 

 

Source: Primary Data 

The following exhibit shows composition of working capital and terms loans for the sample 

respondents by sources of finance, separately for both Micro and Small enterprises.  

Table – 27: Sources of Finance 

Sources of Finance (in %) 

Financial Instrument Micro Sized 
Units 

Small Sized 
Units 

Lenders - - 

Public Sector Banks WC 26% 74% 

TL 45% 55% 

Private Indian/ 

Foreign Banks 

WC 26% 74% 

TL 45% 55% 

Non-Institutional Sources WC 26% 74% 

TL 45% 55% 

Other Institutional Sources WC 26% 74% 

TL 45% 55% 

Source: Primary Data 

 

The exhibit following indicates the potential needs of sample enterprises in terms of working 

capital and term loan in the short run.  

Table - 28: Financial needs 

Credit Mix 

Nature of Credit requirement  

Enterprise Typology 

Working Capital 
Loan 

Term Loan 

Micro Enterprise 74% 26% 

Small Enterprise 55% 45% 

 

Source: Primary Data 
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Working capital loans for Micro sized cotton units: Range of INR.30 to 45 lakh per 

enterprise. 

Working capital for cotton units: INR.45-60 lakh per enterprise  

There is significant scope for development of new financial products in the cluster. 
Requirement for an instrument that could meet ballooning credit requirements by 

virtue of supply side constraints during monsoon period (June-March) can be 
immensely useful for SMEs to stock inputs, continue processing and value addition 

over the monsoons, optimising capacity utilisation. 

 

Credit Gap in the MSE Segment  

For the current study, Grant Thornton India considered the credit supply data of scheduled 

commercial banks that form the major source of credit supply. The table below contains the 

estimated Credit Gap in the cluster based on two methods.  

Table -29: Credit Gap in the MSE Segment 

Scenarios Credit Supply Credit Demand Total Gap 

Scenario 1 (10% 
growth in turnover) 

INR 75 crore INR 95 crore 
(TL- INR 15 Cr, WC- INR 80 Cr) 

INR 20 crore 

Scenario 2 (20% 
growth in turnover) 

INR 75 crore INR 103 crore 
(TL- INR 15 Cr, WC- INR  88 Cr) 

INR 31 crore 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The detailed approach and methodology are presented in annexure 8 

 

 

 

 

Cluster Turnover 
FY21 – INR 400 

Crore

With expected 
CAGR @10% -
Cluster turnover 
FY22 – INR 465 

Crore

WC Requirement 
basis Nayak 
Committee 

guidelines – INR
80 Crore

Incremental TL 
Requirement –
INR 15 Crore

Total Credit 
Demand – 95 

Crore

20% of the (current year cluster 

turnover + 10% of the current year 

cluster turnover) 

Growth in Fixed Capital, as per the 

primary data 
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Credit Supply Credit Demand Total Gap 

INR. 75 Crore INR. 95 crore INR.20 crore 

 

Source: Primary Data 

Summary of Credit Gap Assessment  

Chatrapatti is a cluster of Surgical cotton gauze and bandage cloth, which is having 
job workers, manufacturers and these firms cater to both domestic and overseas 
clients in the Health and Hygiene segment. Credit facility is limited to the product 

manufacturing. Micro firms do suffer from lack of access to institutional finance and 
new technology know-how. There is an urgent need to address financial gaps to 
support the growth of Surgical cotton gauze and bandage cloth cluster, the most 

important such cluster in the country. 

 

5.4  Key Bottlenecks for access to finance from Banks / NBFCs/FIs 

Requirement of Capital to bridge Credit gap 

The micro units do suffer from a significant credit gap. There is a large presence of micro 

manufacturing units involved especially in weaving and drying activities. They have working 

capital demand to fulfil domestic household consumption, electricity payments and purchase of 

raw materials and to offer output on credit. The typical capital requirements are as follows:  

• Purchase of raw materials 

• Domestic consumption expenses 

• Credit sale 

• Technology up-gradation/Expansion of capacity – equipment. 

 

Low awareness of Government Schemes 

The current scheme that can be availed by units for setting up of the Common facility centre 

(e.g., setting up of Raw material bank, skill training, etc.) e.g., MSE-CDP in the larger term 

perspective. In the context, of the above-mentioned scheme there is provision for assistance in 

terms of basic cash credit limits upto INR 20 crore (maximum) worth of capital investment in 

common facilities established through a mix of grant-in-aid and SPV equity contribution. But 

there is no knowledge of such schemes among the cluster firms. 

Low awareness on Credit Linked Capital Subsidy Scheme (CLCSS)  

Aimed at technology up gradation of the small-scale enterprises, the Government (Ministry of 

MSME) has been operating a Credit Linked Capital Subsidy Scheme since the year 2000. The 

scheme aims at facilitating technology up gradation for improvement in productivity of the MSE 

units, by providing them 15 per cent upfront subsidy. Awareness of this scheme is low and 

benefits of this scheme have not reached units. The manufacturer and exporters need to be 

made more aware of the scheme, which can spur growth of units. The cluster BMOs (industry 

associations) is also not pro-active which may have been used as a vehicle for dissemination 

of the scheme.   
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Low awareness of Credit Guarantee Trust Scheme for Micro & Small Enterprises 

(CGTMSE)  

Awareness of this scheme is comparatively low and benefits of this scheme has not reached 

to the majority of units. With presence of many micro units there has been a credit gap in the 

cluster and if micro firms know and avail of the scheme, then a credit gap can be taken care of. 

DIC along with SIDBI and lead bank (SBI and BoB), need to promote this scheme across the 

cluster.  

5.5  Description of Some Products and Delivery Mechanisms 

Credit Guarantee Trust Scheme for Micro & Small Enterprises (CGTMSE) 

There is need to facilitate enhanced delivery of CGTMSE instruments in the cluster. The Credit 

Guarantee Fund Trust Scheme (term loan and working capital loan both) for small industries 

was introduced by the government (Ministry of Small-Scale Industries) in May 2000 with the 

objective of making available credit to small scale industrial units, particularly micro units (with 

investment in plant and machinery upto INR 1 crore) for loans up to INR 2 crore without 

collateral/third party guarantees.  

MSEs are open to avail this scheme despite higher borrowing cost (one-time charge of 1.5% 

of the borrowed amount and yearly charge of 0.75%). However, apparently banks are reluctant 

to lend under this scheme as MSEs are operating in intermittent manner and repayment risk 

becomes high due to inexperience in handling such products earlier. 

Working Capital Term Loan 

Working capital term loans (WCTL) are intended to cover the core (permanent) part of the 

working capital. Cash credits and overdraft facilities are generally understood to assist 

enterprises through transitory (fluctuating) part of working capital requirements specially during 

ballooning requirements. While larger enterprises are offered WCTLs, sometimes even carved 

out of their WC limits, MSMEs do not enjoy the same luxury. It is generally believed that MSMEs 

possess lower control over their working capital and therefore lack the expertise in managing 

loan funds intended for meeting working capital requirements. 

Purchase Network Financing 

Purchase networks may focus on: (a) securing quantity discounts, (b) sourcing inputs from 

appropriate locations, and/or focus on (c) stocking inputs so as to avoid adverse impacts of 

seasonal price fluctuations. They may also focus on (d) avoiding cost of credit purchase. 

Financing by new –age Fintech based Firms 

New Age Fintech (Financial Technology) based companies use technology to offer financial 

services including business loans to small and micro enterprises.  These are new-age start-

ups, which operate flexible and fast when it comes to implement new services based on 

changing demands. Many of them, now more than 250+ funds small business loans and is 

powered by transactional data to help make incredibly quick lending decisions. E.g., Aye 

Finance, Lending kart.com, Money Tap, Capital Float, kredx.com, NeoGrowth etc. 
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This section presents a Strengths-Weakness-Opportunities and Threat’s (SWOT) analysis of 

the cluster, reinforcing the need for specific interventions. Appropriate interventions can help 

the cluster tap its latent potential towards enhancing competitiveness to the benefit of MSME 

cluster enterprises, manpower and customer and consumer segments. It also presents both a 

3 year and 10-year vision. 

6.1 Strengths 

Product Diversity 

• Gauze Bandages and Roller Bandages, Cotton Balls, Moping Pads, Absorbent gauze 

Swabs, Hygiene Products and Grey cloth. The cluster units manufacture these materials 

from cotton yarn, raw cotton from spinning mills in Tamilnadu.  

Suitable to Local Conditions 

Located in the vicinity of Virudhunagar Surgical cotton gauze and bandage cloth 
cluster units present an incredible growth opportunity. Additionally, Widened highway 
of Tamilnadu state and connectivity to major National Highways will further provide a 

boost to the district. 

 

The district, hub well known for rapid growth in the field of Trade and Education. The term 

'virudu' means 'Award' in Tamil. Virudhunagar exports all kinds of oil to Dubai and Sri Lanka 

and also exports Cotton, chilli, spices, cardamom to USA and Singapore. Virudhunagar is a 

famous business centre without markets. The Business people of Virudhunagar play an 

important role in price fixation of consumer products. Hence there is a popular saying, 

"virudunagar produces nothing but controls everything". 

Demand & Good Market Connect 

Cluster firms have been experiencing rising demand, and proportionate rise in market 
prices vis-à-vis input costs, particularly for cotton yarn based products. Firms have 

good linkages with established marketing channels particularly with regard to Health 
care Hospitals, Hygiene, Government Departments in the state level and International 

markets. 

 

Access to Inputs 

The cluster firms enjoy convenient access to important raw material such as cotton yarn, 

packaging materials etc. There is a strong network of wholesalers/traders and dealers as well 

as retailers from locations like Coimbatore, Tirupur etc.  

Chapter – 6: SWOT and 
Vision 
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Technology 

Both conventional and semi-advanced technology know-how is sourced by majority of the 

MSMEs. 

Skill upgradation  

Institutions like local government, ITIs, polytechnics and Engineering colleges have been 

churning out a skilled cadre of labour force, who possess skill sets for today’s industrial scenario 

leading to availability of skilled manpower.  

6.2 Weaknesses 

Dependence on Processed Raw Material 

Cluster firms depend significantly on raw material traders, making them vulnerable to 
fluctuations in prices, impacting margins. With majority of them getting processed raw 

material like cotton yarn and packaging materials cost of production increases. 

 

Linkage with FIs 

Majority of the firms in the cluster have accounts in Financial Institutions and unable to get large 

capital due to high interest rates and most units are also unaware of govt. schemes related to 

credit linkages.  

Technology and productivity 

Lack of technology, resources and acumen deters micro size units from manufacturing high 

duty product. Further, there are gaps in terms of QMS/IT related systems in MSME including 

ERP etc. 

Product development & Testing 

There is a gap in terms of testing labs and quality checks which the firms usually cite issues of. 

6.3 Opportunities 

Technology upgradation and value-addition  

Technology upgradation through joint-action on a PPP mode can enable the units to 
churn out higher value-added especially by establishing common raw material testing 

facility & finished product quality check, testing labs facility and R&D  
development facility. 

 

Market development 

Amplifying marketing channels can significantly boost sales. Establishing CFC is one such 

channel.  

Finance and credit  

Cluster MSMEs and local FIs need to effectively harness CGTMSE and CLSS instruments 
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Industrial Infrastructure 

Gaps such as electricity, drainage infrastructure exist in several pockets of MSME 

concentration  

6.4 Threats 

Long payment cycles 

Challenges in receivables lead to deferment in procurement of raw material during the season.  

Weak corporate governance practices 

Good governance practices can help the MSMEs grow or attract additional investors. Raising 

capital or access to finance from banks or investors is a major challenge.  

Lack of supportive Government Policies 

With introduction of GST, the government has withdrawn subsidy and surge 
 in tax on final product as well as on raw material viz bleaching from 0% to 12% and 

5% GST for grey cloth and job work which is unviable for micro enterprises. 

 

6.5 Vision 

The cluster vision that was evolved in this regard is 

Short to medium term (6m - 3 years): The Surgical cotton gauze and bandage cloth cluster of 

Chatrapatti would have evolved into a national hub for related products by means of joint action 

in procurement and enhancing product mix by the year 2025.  

Longer term (10 years): The Surgical cotton gauze and bandage cloth Cluster of Chatrapatti 

would have evolved into a regional hub into the south Asian region for Surgical cotton gauze 

and bandage cloth products by means of further upgrading value-chain activities and expansion 

of the product-market mix by the year 2030. 
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The State Government must organize awareness program and workshops for orientation of 

Bankers and cluster units to understand their mutual concern as to reduce the credit gap with 

respect to cluster units (with regard to credit with CGTMSE cover). Also, there is concern with 

regard to increase in GST rate from 0% to 5% on both raw materials, grey cloth and job works 

and 5 % to 12% for the final product which also has negative impact on the margins of the firm. 

State Govt must look favorably to the tax–GST issue and reduce the burden for the cluster 

firms.  In addition to this, Central Government should revive the VAT-subsidy with little 

modifications for the entrepreneurs those who availed term loan in order to encourage the micro 

and small enterprises. To Improve skilled manpower, the state / central government should 

take initiative steps towards provision of long-term internships for the technical students.   

7.1 Institutional Level Suggestions 

7.1.1 Infrastructure: Largely, units (micro & small) in Chatrapatti are operating from their house 

back yards hence there is issue in terms of road, power, water, safety, drainage etc, In the long 

turn context, they need also explore BDS and support to establish industrial estate / related 

infrastructure. There is apparently need for upgrading infrastructure perhaps on PPP basis with 

assistance under the IID scheme of the DIPP. Related BDS may have to be initially introduced 

from outside the cluster. 

7.1.2   Marketing: There is a huge opportunity in exporting these products. This can be done 

by tapping BDS providers who can support the micro and small firms to avail the opportunity 

and expanding the overall market. In addition, there is huge local market as well that can also 

be tapped using digital marketing and use of E-commerce platforms. Leveraging on BDS could 

enable reduction of market risk and enhancement of the profit margins of the firms. 

 

7.1.3   Skill Development: There is scope of utilizing existing training facilities provided by public 

and private institutions for capacity building of local labour by available BDS providers. There 

are large number of technical institutions in public and private domain, which can offer 

customised training programme for skill development of cluster firms as per their requirements. 

 

7.1.4 Common Facilities: There is need for establishment of a common facility centre 

comprising training (in machine operations and maintenance) facilities and value –added 

product development. Such a facility could enable development of manpower, increase 

productivity and reduce lead times for related firms in the cluster and help them move up the 

value chain. 

The facilities indicated alone may also be possibly established on the basis of PPPs with 

assistance under the MSE-CDP scheme of the GoI where assistance to the tune of 90 per cent 

is offered as grant-in-aid. Cluster firms are apparently keen to evolve SPVs at the earliest to 

Chapter – 7: 
Recommendations 
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implement such projects on PPP mode. Related BDSP may have to be introduced from outside 

the cluster. 

7.2 Field Level Suggestions 

7.2.1 Infrastructural: There are infrastructure related issues for units like road, power, water, 

safety, drainage etc at Chatrapatti in order to encourage the micro and small enterprises 

Government should upgrade these facilities.  

7.2.2 Skill Development Mapping / Manpower Requirement: There are large number of 

technical institutions in public and private domain, which can offer customised training 

programme for skill development of cluster firms as per their requirements. Hence, cluster firms 

can explore BDS from among the training institutions which can meet their work force skill 

development and manpower requirements. 

7.2.3. Technology 

There is a need of advanced technology in terms of advanced bench mark machineries, 

testing lab, tool room, Effluent treatment plant facility under common facility centre in PPP 

mode twinning with appropriate GoI and State Schemes like ZED Certification Scheme, 

ASPIRE etc. 

7.3 Recommendations on action points to promote new enterprises in the cluster 

7.3.1 Market Development:  

There is a huge opportunity in exporting these products, as there is high demand of these 

products across the globe and with high potential. This can be done by tapping BDS providers 

who can support the micro and small firms to avail the opportunity and expanding the overall 

market. In addition, there is huge local market as well that can also be tapped using digital 

marketing and use of E-commerce platforms. Leveraging on BDS could enable reduction of 

market risk and enhancement of the profit margins of the firms. 

7.3.2 Strengthening Backward linkages as Raw material procurement: and Value addition:  

Micro units are facing lot of issue in terms of fluctuating raw material prices and inconsistent 

supply affecting their bottom lines and the profit margin.  Hence, there is apparently need for a 

pool purchase of raw materials.  With this, cluster SMEs will benefit from change in the prices 

and quantum of supply.   

7.3.3 Productivity/Quality: Constraints are evident in terms of non-utilisation of BDS services in 

productivity enhancing areas. ERP systems could contribute to better systems and profitability 

as may adoption of lean manufacturing practices that could also reduce lead times. Apparently, 

cluster MSEs have not been able to identify appropriate service providers nor been exposed to 

impact of related interventions. Quality standard certifications, ISO 2009, and the like should 

be considered as this helps build customers' confidence.  

7.3.4 Capacity building of line department, including DICs: 

DICs play a pivotal role in engaging and nurturing the cluster participants. Capacity building of 

DIC officials can take place by regular and monitorable training programs on various 

Government of India and State Government scheme which may enable the officials to facilitate 
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proper linkages for the cluster players. E.g., Raw material assistance scheme by NSIC can be 

facilitated through DIC. 

7.3.5: Investor Facilitation Cell at DICs: 

Investor Facilitation Centre can be operationalised across all the DICs where DIC can provide 

space and logistical support to facilitate offering of all the financial and non-financial based BDS 

under one roof.  

7.3.6: Strengthening Monitoring and Evaluation of Hand Holding Agencies which are 

empanelled with SIDBI’s Udyamimitra portal 

Udyamimitra portal an enabling platform which leverages IT architecture of Stand-Up Mitra 

portal and aims at instilling ease of access to MSMEs financial and non-financial service needs. 

However, the resources empanelled in the portal are either dormant or there is less 

convergence of these resources with other parallel intervention initiatives for cluster 

development. Therefore, it is recommended to strengthen the monitoring and evaluation of the 

existing handholding agencies, on-board new agencies and have proper linkage with other 

parallel, duplicating cluster development initiatives with other supporting MSME stakeholders, 

including state and central governments. 

7.4 Recommended Products and Delivery Channels for Financial Gaps 

Requirement of Capital   

Credit gaps affect the MSMEs and micro units with the need to fulfill wage payment, avoid high 

cost of credit purchase and offer output on credit. The typical capital requirements include:  

Purchase of raw 

materials 

Wage payments 

 

Credit sale 

 

Technology up-

gradation/Expansion 

of capacity – 

equipment 

 

The cluster catering to varied sectors has units with good linkages to local industries, Govt and 

has discipline amongst product manufacturers in terms of their delivery and credit payments.  

Working of Current Government Schemes 

The current schemes that can be availed by units are PMEGP Scheme and PMRY etc. for 

short-term perspective. 

PMEGP scheme has benefitted 15% of the units for upgradation of technology, which one unit 

receiving highest subsidy of INR 16 lakh and credit amount of INR.40 lakh.  

 

Field studies demonstrate that a significant number of unit owners don’t have 
awareness on many MSME related subsidy programmes viz., Rural  
Industry and Entrepreneurship (ASPIRE), National Manufacturing  

Competitiveness Programme (NMCP). 
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7.5 Recommended Products and Delivery Channels for Financial gaps 

Reverse Factoring  

A financing solution which entails the ordering party facilitate his suppliers to finance more 

easily their receivables through a favourable interest rate, the solution is a collaborative project 

between the ordering entity, the supplier and the factor. Below is the transaction scheme:  

 

Fig - 4: Transaction Scheme 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Purchase Order Financing  

A short-term funding provided by FIs; this scheme can be used as working capital to 

manufacture goods for some credit-worthy buyer. The funds are harnessed by the unit to 

procure raw materials and supports other working capital needs. Comfort letter furnished to the 

bank detailing the seller information and credibility can ensure seamless functioning of the 

scheme.  

Credit Guarantee Trust Scheme for Micro & Small Enterprises (CGTMSE) 

CGTMSE Scheme, introduced by the Govt. in May 2000, to make available credit to small-

scale industrial units, particularly micro for loans up to INR.25 lakh without collateral can be 

enhanced in the cluster. Under this, MSEs can avail the scheme despite higher borrowing cost 

but banks are reluctant to lend as MSEs operate in intermittent manner and repayment risk 

becomes high.  

Bills Discounting 

Lack of collateral is a major hurdle in procuring working capital loan and hence loan products 

must be structured to match the payments to the borrower’s cash flow cycle and address 

Procurement 

Goods/Services 

Payment date 

of receivables 

Ultimate term 

of repayment 

Period of financing the 

supplier (MSE) 

Period of financing 

customers (Industries) 

Repayment of the customers’ 

liability by the bank to the 

suppliers account on date agreed 

with the customer 

Repayment of the liability by the 

bank by the customer to the bank 

account. 
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specific credit needs existing in the cluster. Financial institutions must create a mechanism for 

evaluating economic viability of a project.  

Receivables linked Bridge Financing  

Bills discounting primarily benefits only the larger units. The restricted use by MSEs is often 

because of delayed payment (often payment duration exceeds 90-120 days) by their 

customers. The possible solutions that can be addressed using existing bills discounting facility 

are: 

Flexibility of extending the current 90 days’ 

period to 120-150 days for repayment by 

debtor 

Extending funding with bills as collateral to 

enable the units to take further order and not 

suffer from the delayed payment from 

debtors (customers). 

 

This results in maintaining liquidity and may be a temporary loan to ensure seamless operation.  

 

Working Capital Term Loan 

WCTL covers the core part of the working capital. Cash credits and overdraft assist enterprises 

through transitory part of working capital requirements. MSMEs possess lower control over 

their working capital and also lack the expertise in managing loan funds.  

Since buyers may deposit just 10-20% of the total value of good procured, enterprises may 

need to extend credit cycle, reducing availability of working capital finance.  

Upscaling MFI/NBFC Lending 

Up-scaling MFI can benefit lower end of the MSME spectrum by offering financial 

services/products that may encourage transition from an informal to a formal enterprise. Some 

issues that must be addressed before it becomes a sustainable model: 

Collection Cycle Recovery Mechanism Capacity Building of MFIs 

and Borrowers 

 

MFIs have daily/weekly collection cycle but need to tweak for understanding the borrower’s 

business and particularly “Asset Conversion Cycle” and simultaneously ensure profitability. 

Suitable loan products and associated attributes (interest rate, tenure, and credit amount) need 

to be developed keeping in mind the nature of borrower’s business. 
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7.6 Action Plan(s) for implementing recommendations on non-financial gaps Suggestions: 

Table – 33:  Action Plan for implementing recommendations onnon-financial gaps 

Segment BDS 
Category 

Specific Service Proposed BDS 
Provider (s) 

 
Potential Activities 

Expected Outcome 

BDS  MSMEs 

MSMEs 
Units 

 
 
 
Common 
Facilities 

Raw Material Bank BMOs / Raw 
Material 
Suppliers, 
Quality 
consultants, 
NSIC, MSME_DI 
 

1. Cotton Yarn 
2. Polythene 

Packaging 
materials 

3. Packaging paper, 
 

Capacity 
building of BDS 
in the area of 
conceiving and 
implementing 
CFC projects in 
PPP mode.  

 

Upgrading quality  
products; 
reducing lead 
times and 
increasing 
productivity 

 

  
 
 
Machinery Services 

Local technology 
consultants 
Engineering, 
Industry and 
Manufacturers 
Association  
Quality 
consultants 

1. Air Jet machines 
2. Beem Bleaching 

machines, 
3.  Automatic swab 

folding machine, 
4. Automatic surgical 

bandage rolling 
and cutting 
machinery 

Capacity 
building of BDS 
in the area of 
conceiving and 
implementing 
CFC projects in 
PPP mode 
twinning with 
appropriate GOI 
Scheme 

Upgrading form, 
quality and 
flexibility in size.   

  Establishment of 
common facilities 
involving  

1. New product 
Development 

2. Lab Testing 
Facility 
 

Local technology 
consultants 
Engineering, 
Industry and 
Manufacturers 
Association  
Quality 
consultants 
 

1. New utility 
products for  
Health and 
Hygiene 

2. Lab testing 
services 

3. pipe cutting plates 

 

Capacity 
building of BDS 
in the area of 
conceiving and 
implementing 
CFC projects in 
PPP mode 
twinning with 
appropriate GOI 
/ state 

Upgrading new  
products; 
reducing lead 
times and 
increasing 
productivity 
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Segment BDS 
Category 

Specific Service Proposed BDS 
Provider (s) 

 
Potential Activities 

Expected Outcome 

BDS  MSMEs 

Government 
schemes 

  Establishing a common 
training facility for 
training of manpower. 
This can be part of the 
CFC above 
(type of training room 
and indicative cost) 

Local private 
BDS providers 
Engineering, 
Industry and 
Manufacturers 
Association  
Local 
Engineering 
Colleges and it is 
DIC 
 

1. Accounts 
Maintenance 

2. Structural 
Engineering  

3. Waste 
management / 
Environmental 
Management  

4. Health and Safety 
Management 

 

Scope for 
capacity 
building of local 
population by 
available BDS 
provider 
Twinning with 
Skill 
Development 
related 
Schemes of 
GOI/GOS  

Upgrading 
manpower skills 
and skilling of 
new manpower 
especially from 
the nearby areas.  
Standardised 
SOPs and 
methodologies 
can be 
developed and 
administered. 
This will ensure 
better product 
quality and 
service delivery 

 QMS Quality Certification Quality 
consultants 
BDS providers in 
the region as 
well as in the 
state of AP 

Quality Management 
Standards /  
Quality Technology Tools 

 More effective 
and efficient 
process 
Increased market 
reach 

 Access to 
Finance 
 
 

Training on DPR 
preparation 

DIC  
Private 
Consultants / 
CAs 
Engineering, 
Industry and 
Manufacturers 
Association  

  

 

 

Access to loan 
Proper 
documentation 
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Segment BDS 
Category 

Specific Service Proposed BDS 
Provider (s) 

 
Potential Activities 

Expected Outcome 

BDS  MSMEs 

 Market 
Developm
ent 

Facilitating market 
diversification into the 
domestic and 
International  market. 
Penetrating Public 
Sector Demand 
 

Private BDS and 
possibly NSIC 
twinning with 
GeMs Portal and 
India Mart 

Information and 
communication technology 

Introduction of 
new BDSPs for 
market 
development. 

Facilitating 
market led 
diversification 
and reduced 
business risk 
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7.7 Action Plan(s) for implementing recommendations on financial gaps 

Table - 34: Action Plan for implementing recommendations on financial gaps 

Instrument 

delivered 

through/to 

Limitation Intervention/Instrument 
Associated 

Institutions 

Envisaged Impact/Benefit for 

MSMEs 

Instrument 

delivered to 

individual 

enterprises   

Inadequate access to 

necessary working 

capital 

Purchase order, financing, Bills 

discounting, WCTL option 

(accommodating ballooning 

requirements) 

IA (in association 

with BMOs, lead 

bank IOB, SBI, and 

SIDBI and other 

FIs.) 

At least 50 MSEs to secure adequate 

credit andalso to avoid resorting to 

informal finance. Also facilitating 

increase in capacity utilization by 

means of offering competitive credit 

terms. Factoring services 

TReDS platform; 

PSBloanin59minutes 

IA (in association 

with BMOs, lead 

bank IOB, SBI, and 

SIDBI and other 

FIs.) 

Typically, inadequate 

access to units 

financed under 

PMEGP/PMRY 

(largely towards 

individual units) 

Evolving appropriate working 

capital instruments for financing 

related projects 

IA (in association 

with BMOs and 

lead bank IOB, 

SBI, and SIDBI and 

other FIs.) 

At least 50 cluster firms to access 

working capital and increase 

profitability and capacity utilisation. 

This will redress critical gaps in earlier 

such schemes.  

Inadequate linkages 

with non-asset-based 

financing instruments 

Propagation of CGTMSE scheme IA (in association 

with BMOs; and 

lead bank IOB, 

SBI, SIDBI) 

At least 60 cluster firms to access 

institutional credit and increase 

profitability and capacity utilisation. 

Instruments 

delivered 

through BMOs 

or SPVs 

Dis-optimal sourcing of 

inputs by MSE units 

Establishment of raw material 

bank (in close co-ordination with 

related BMOs) 

IA (in association 

with BMO for 

electrical 

accessories and 

Reducing procurement cost by even 5 

per cent and increasing profitability 

margins for enterprises. Increasing 

profitability margin of at least 60 MSEs 
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Instrument 

delivered 

through/to 

Limitation Intervention/Instrument 
Associated 

Institutions 

Envisaged Impact/Benefit for 

MSMEs 

lead bank IOB, 

SBI/SIDBI)  

Instruments 

delivered 

through 

BMOs/SPVs 

Consortia 

Inadequate access to 

competitive 

institutional credit by 

micro manufacturing 

units 

Establishment of MCGF 

instrument 

IA (in close 

coordination with 

NGOs, BMOs and 

public sector 

banks/SIDB) 

Enable access to collateral and 

document free credit for micro sized 

units. Facilitate necessary capital for at 

least 250 HH and micro-sized units 

Instruments 

delivered 

through 

NGOs/MFIs 

Limited access to 

competitive 

institutional credit by 

micro-sized units  

Up-scaling MFIs and upgrading 

NGOs into financial 

intermediaries/MFIs (at least 2 

MFIs and NGOs to be 

upscaled/upgraded) 

IA (in close 

association with 

NGOs, BMOs and 

Public Sector 

Banks/SIDB) 

At least 100 micro sized Steel 

fabrication units to be empowered in 

terms of operating with own working 

capital from being mere job-workers. 

This could enable unit owners to at 

least double enterprise incomes. Also, 

dependence on usurious money 

lenders will be reduced.  

Policy Initiatives 

Limited orientation of 

bankers in financing 

micro-sized units in the 

sector 

Directive with targets to be 

specified by the DLBC as to 

reduce the credit gap (also with 

regard to credit with CGTMSE 

cover) 

IA (in association 

with lead bank SBT 

and other FIs) 

FIs to accord necessary priority to 

financing MSME units in the sector. 

 

Above mentioned initiatives may be carried out with the help of number of activities including awareness creation, sensitisation, trust building 

and capacity building initiatives including exposure visits, Conducting Technology Exhibitions / Melas, networking and BDS introducing 

seminars, preparing activity specific business plans, evolving activity specific networks/ consortia/ SPVs etc. 
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7.8 Identification of critical partner/s to implement the Action Plan 

The key partners in the whole implementation process would be “Cluster BMO”, State MSME 

Commissionerate, GM-DIC, MSME-DI, SLBC and District Lead bank, SIDBI, IGTR, NSIC, 

Private BDS Providers and involvement of Cluster leaders in the whole process. 

7.9 Road ahead 

The 10,000 trucks plying per day on NH-38, which connects Virudhunagar to Chennai, has 

allowed Chatrapatti Surgical cotton gauze and bandage cloth Cluster to evolve. Close proximity 

to cities like Madurai and Trichy within 200 kms makes the cluster strategically located. Though 

50 percent of existing cluster firms were started recently due to new capital formation, the 

manufacturing units are engaged in a diverse product mix such as Health and Hygiene amongst 

others. 

Appointment of a suitable Implementing Agency and PMC shall facilitate bridging of the non-

financial gaps by means of twinning with MSE CDP scheme wherein grant can be availed for 

creation of CFC and raw material bank. Apart from that, as per the recommendation already 

made, strengthening and capacity building of existing cluster actors including, but not limited 

to, BMO, Public BDS and Private BDS providers along with trust building among the cluster 

members shall go a long way in achieving the short-, medium- and long-term vision for the 

Surgical cotton gauze and bandage cloth Cluster of Chatrapatti. 
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Annexure 1: Location Map 

 

Annexure 1 – Location Map

26

Virudhunagar

As of FY21,
• 400+ MSME units in surgical cotton 

gauze and bandage cloth accessories

• 310 micro units , 80 medium units

• 10 small units

• Bordered by Sivagangai district and Madurai District in the North, Tenkasi

District and Tenkasi District to the South , Ramanathapuram District to the east

Theni District on east and Idukki district of Kerala to the west

• 3 Revenue Divisions

• Distance to Madurai - ~57 kms

 

 

 

Annexure - 2: List of firms, and public and private BDS providers interacted with over the study 

2.1 List of Core Firms 

S. 
No. 

Core Firms (Name of Firm) Point of Contact (Individual / representative) 

1. M/s Premier Enterprises No:S.F 39/2 ,South street Sankarapandiapuram Chatrapatti  

Rajapalayam Pin – 626 102  Ph 08048723774  

2. M/s Arumuga Group 

 

No:63 6/15  Rajapalayam  road Chatrapatti  Virudhunagar 

District              Ph 04563 257569 

3. M/s Ramaraju Surgical Cotton 

Mills 

P.O BOX NO – 2 ,119 PAC Ramasamy Raja Salai 

Rajapalayam -626117 Ph 04563 -235904 

4. M/s Rajasekar Textiles 555/15, Rajapalayam  road Chatrapatti  Virudhunagar District 

Pin 626102           Ph 04563 – 257407  

5. M/s Raja Surgicals  No:285/4  Rajapalayam  road Chatrapatti  Virudhunagar 

District Pin 626102 Ph 9943335441  

6. M/s Muthu Surgicals  

 

No:551/15 , Alangulam Street  Chatrapatti  Rajapalayam 

District Pin 626102   

7. M/s Ramalinga Surgicals  

 

No:123 A / 9  South street Sankarapandiyapuram Chatrapatti 

Rajapalayam  Ph 94433 57217, 04563 - 258044  

Annexures 
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S. 
No. 

Core Firms (Name of Firm) Point of Contact (Individual / representative) 

8 M/s Sri Vinayagar Surgicals No:3/85 Rajapalayam Venbakottai Samusigapuram 

Chatrapatti  Rajapalayam  Ph 9894155496 

9. M/s Ambika Surgicals No: 1/276  Kovil Street Rajapalayam Virudhunagar District Pin 
626102 ,     Ph 9042428156 

10 M/s KMAM Surgicals No:181 –EI, Alangulam road Chatrapatti Thiruvenkatapuram 

Road Pin 626102  Ph 9443748893     

11. M/s Sri Arumugam Surgicals No:8/178 E8 Srivilliputhur road Sankarapandiyapuram 

Chatrapatti  Pin 626102 ,  Ph 8301046092, 94431 03819 

12. M/s Ambika Traders No:1/428 B Muthusamypuram Street, Samguigapuram  

Chatrapatti PIN 626102 Ph 9042428156 

13. M/s Arthy Tex No: 1/356 Laba Vinayaga Kovil Street  Samguigapuram  

Chatrapatti  626102 Ph 9843419108 

14. M/s Lotus Surgicals No:162 C – 8 Srivilliputhur road  Samguigapuram  road 

Chatrapatti  PIN  626102    Ph 9994672889 

15. M/s Sundaram Surgicals 8 Srivilliputhur road  Sankarapandiyapuram Chatrapatti  PIN  

626102  Ph 9443157914 

16. M/s Venus Surgicals 8/156 AB Srivilli puthur road  Sankarapandiyapuram 

Chatrapatti  PIN  626102         Ph 9443358492         

17. M/s Amirtha Gowri Enterprises 
Surgical company 

No:s8/176 A Kilavankovil Sankarapandiyapuram Chatrapatti  

PIN  626102  Ph 9789301757 

18. M/s Royal Surgical No:191 / 15 High School Street  Chatrapatti  Rajapalayam  PIN  

626102  Ph 9789338455 

19. M/s Ramakrishnan & Sons No:9/392 karapandiyapuram Chatrapatti  Rajapalayam PIN  

626102   Ph 9442157405 ,9894257521 

20. M/s Sri Lathikha Surgicals No:5G/ 161 Ottathiamman Kovil South Street Extention area 

Sankarapamdiyapuram Ph 8248764851 

21. M/s Saravana Products No:60/14 Samguigapuram  road Chatrapatti  Rajapalayam  

PIN  626102 Ph 94433 68024 

22. M/s Ramanathan Surgicals  No:394/4 Velayuthapuram  Chatrapatti  Rajapalayam  PIN  

626102  Ph 7010795900 

23. M/s Abinaya Traders No: 394 / 8 Sankarapandiyapuram Chatrapatti  Rajapalayam 

PIN  626102  Ph 9159014423 

24. M/s Jeya Muthu Surrgical Plot No- 8/63 Srivilliputhur road  Sankarapandiyapuram 

Chatrapatti  Ph 9443157804 

25. M/s Ashok No . 2/65 first street PSK Nagar Srirengapalayam  

Rajapalayam  PIN  626117    PH 8675 404033 

26 M/s Ramson Surgials No . 27/375 first street PSK Nagar Srirengapalayam  

Rajapalayam  PIN  626117  Ph 8675 404033 

27 M/s.Sri Arumuga Enterpprises No. 390/ 9  SSK Street Sankarapandiayapuram Chatrapatti 

,626102  Ph 9698152000 
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S. 
No. 

Core Firms (Name of Firm) Point of Contact (Individual / representative) 

28 M/s Sri Kannan Surgicals No. 1- 375 Sankaralinga moopanar Street samusigapuram 

Chatrapatti  - 626 102  Ph 9843057616 

29 M/s Mahish India P8/135 E Meenatchipuram road Sankarapandiyapuram  

Chatrapatti  I626 102  Ph 9659432780 

30 M/s Jeyakarthikeyan 

Enterprises 

14 /  15 Gnaniyar Kovil Chatrapatti Kovil street  Rajapalayan 

PIN  626102                  

 

 

2.2 Public BDS Providers 

S. 

No. 
Public BDS 

Point of contact (Individual/ 

Representative) 
ContactNo 

1 MSME - DI – Chennai Chennai  

3 DIC – Virudhunagar Virudhunagar 9367523037 

5 SIDBI - local Madurai office 0452 252 6130 

 

Annexure – 3:  List of FIs interacted with over the study 

List of FIs interacted with: 

S No Bank Name, Brach Phone. No 

1 Indian Overseas Bank- LDM 9597547399 

2 Indian Overseas Bank - Chatrapatti 8760131313 

3 Tamilnad Mercantile Bank 8760131313 
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Annexure – 4:  Questionnaire-Schedule and discussion-formats deployed over 
the study 

Questionnaire Schedule: Entrepreneur/Enterprise Questionnaire Schedule:  

A. Basic Profile/Respondent Details 

1. Name and designation of the Respondent:  

2. Name & Address of the Firm:  

3. Tel. No./Mobile:      E-Mail/Fax:  

4. Product/Service:  

5. Constitution of the Firm (): Proprietary/Partnership/Private Limited/LLP/Trust/AOP etc. 

6. Year of Establishment of the Firm: 

7. Present Size of the Enterprise as per New MSME definition (in terms of investment in P&M)  

Sr. 
No. 

Investment (INR Crore) Please () tick the Relevant Investment-Class (and 
specify absolute value) 

Tick Absolute Value Comments (If Any) 

1. Up-to 1    

2. Above 1 and up-to 10    

3. Above 10 and up-to 50    

4. Above 50    

 

1. Present Size of the Enterprise as per New MSME definition (in terms of  
Sales Turn-over): 
 

Sr. 
No. 

Turnover  
(INR Crore) 

Please () tick the Relevant Investment-Class (and 
specify absolute value) 

Tick Absolute Value Comments (If Any) 

1. Up-to 5    

2. Above 5 and up-to 50    

3. Above 50 and up-to 250    

4. Above 250     
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2. Who is your main consumer segment and what are your main markets?  

Sr. 
No. 

Consumer Segments % Share in 
Sales 

Market  % Share in 
market 

1. Open Market   Local (District 
Level) 

 

2. Government  State Level  

3. Other Firms who value add and 
market the produce 

 Regional  

4. Exporters in India/Importers 
abroad 

 National  

5. Sub-contractors to Large 
Players 

 Global  

 

B. BDS Related Gap Analysis/Information 

3. Did you experience any constraints/exploit opportunities in any of the following 
during the last five years?  

a) Strategical:  

Sr. 
No. 

Challenges/Oppor
tunities 

Faced or 
Not 
(Tick) 

 

Please specify the 
nature of Constraints/ 
Opportunity  

Could 
the issue 
be 
resolved
? (Tick) 

Did you 
resolve 
it 
yourself
? (Tick) 

1.  Finance/Loan/Subs
idy Syndication 

Yes/No  Yes/No Yes/No 

2.  Product 
Development 

Yes/No  Yes/No Yes/No 

3.  Compliance 
Related/Pollution 
Control/CETP 

Yes/No  Yes/No Yes/No 

4.  Infrastructure 
Related (Basic 
Physical, Industrial 
common facilities 
etc.) 

Yes/No  Yes/No Yes/No 

5.  Marketing and 
Market 
development  

Yes/No  Yes/No Yes/No 
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Sr. 
No. 

Challenges/Oppor
tunities 

Faced or 
Not 
(Tick) 

 

Please specify the 
nature of Constraints/ 
Opportunity  

Could 
the issue 
be 
resolved
? (Tick) 

Did you 
resolve 
it 
yourself
? (Tick) 

6.  Training of 
Workers/HRD  

Yes/No  Yes/No Yes/No 

7.  IT applications Yes/No  Yes/No Yes/No 

8. Raw Material 
Selection/Procurem
ent  

Yes/No  Yes/No Yes/No 

9. Quality Control and 
Management 
Systems (ISO 
9000, TQM, Lean 
Manufacturing etc.)  

Yes/No  Yes/No Yes/No 

10. Management 
Information/Control 
Systems, ERPs  

Yes/No  Yes/No Yes/No 

11. Technology Up 
gradation/R&D 

Yes/No  Yes/No Yes/No 

12. Others (Design, 
Packaging, 
Branding, patent 
etc.) specific to the 
cluster 

Yes/No  Yes/No Yes/No 

 

b) Non-Strategic/Operational:  

Sr. 
No. 

Particulars Bookkeeping 
and 
Accounting 

 

Income 
Tax 
Related 

GST 
Related 

Labour 
and 
workforc
e Related 

Govt. 
Rules & 

 
Regulatio
ns 

1. Challenges/Op
portunities 

     

2. Experienced or 
not 

     

3. Specify Nature 
of 
Challenge/Opp
ortunity 

     

4. Is problem 
resolved?  

     

5. Did you resolve 
it yourself? 
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6. Did you pay for 
the services 
obtained? 

     

7. What are your 
views on 
quality of 
service (Very 
Good/Good/Po
or)  

     

8. Approaching 
friends/peer 
groups 
(Yes/No) 

     

9. Approaching 
Industry 
Associations 
(Yes/No) 

     

10. Approaching 
Govt. Agencies 
(Yes/No) 

     

11. Approaching 
Private 
Consultants 
(Yes/No) 

     

12. Would you 
approach any 
other, (Pls. 
Specify) 

     

 

4. Who enabled resolving the constraint/exploiting the opportunity?  

Sr. 
No. 

Constraints/Issues Please specify 
the name and 
address of the 
agency/BDS 
provider, where 
relevant 

 

Did you pay 
for the 
services 
obtained  

What are your 
views on the 
quality of 
services? 

Very Good [VG], 
Good [G], Poor [P] 
(Pl. encircle) 

1.  Finance/Loan/Subsidy 
Syndication 

 Yes/No  VG/G/P  

2.  Product Development  Yes/No VG/G/P  

3.  Compliance 
Related/Pollution 
Control/CETP 

 Yes/No VG/G/P 

4.  Infrastructure Related 
(Basic Physical, 

 Yes/No VG/G/P 
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Sr. 
No. 

Constraints/Issues Please specify 
the name and 
address of the 
agency/BDS 
provider, where 
relevant 

 

Did you pay 
for the 
services 
obtained  

What are your 
views on the 
quality of 
services? 

Very Good [VG], 
Good [G], Poor [P] 
(Pl. encircle) 

Industrial common 
facilities etc.) 

5.  Marketing and Market 
development  

 Yes/No VG/G/P 

6.  Training of 
Workers/HRD  

 Yes/No VG/G/P 

7.  IT applications  Yes/No VG/G/P 

8.  Raw Material 
Selection/Procurement  

 Yes/No VG/G/P 

9. Quality Control and 
Management Systems 
(ISO 9000, TQM, Lean 
Manufacturing etc.)  

 Yes/No VG/G/P 

10. Management 
Information/Control 
Systems, ERPs  

 Yes/No VG/G/P 

11. Technology Up 
gradation/R&D 

 Yes/No VG/G/P 

12. Others (Design, 
Packaging, Branding, 
patent etc.) specific to 
the cluster 

 Yes/No VG/G/P  

5. Given your past experience, whom would you like to approach to strengthen or 
develop your business? Please specify reason – High cost, poor capability, 
confidentiality, others 
 

Sr. 
No. 

Constraints/Iss
ues 

REASONS FOR APPROACHING/NOT APPROACHING 

Friends/Other/ 

Peer 
Enterprises 

 

Govt. 
Agencies/Service 
Providers  

BMOs Private 
Consultants
/ 
Service 
Providers 

1. Finance/Loan/S
ubsidy 
Syndication 
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Sr. 
No. 

Constraints/Iss
ues 

REASONS FOR APPROACHING/NOT APPROACHING 

Friends/Other/ 

Peer 
Enterprises 

 

Govt. 
Agencies/Service 
Providers  

BMOs Private 
Consultants
/ 
Service 
Providers 

2. Product 
Development 

    

3. Compliance 
Related/Pollutio
n Control/CETP 

    

4. Infrastructure 
Related (Basic 
Physical, 
Industrial 
common 
facilities etc.) 

    

5. Marketing and 
Market 
development  

    

6. Training of 
Workers/HRD  

    

7. IT applications     

8. Raw Material 
Selection/Procur
ement  

    

9. Quality Control 
and 
Management 
Systems (ISO 
9000, TQM, 
Lean 
Manufacturing 
etc.)  

    

10. Management 
Information/Cont
rol Systems, 
ERPs  

    

11. Technology Up 
gradation/R&D 

    

12. Others (Design, 
Packaging, 
Branding, patent 
etc.) specific to 
the cluster 
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Sr. 

No

. 

Constraints/Issues REASONS FOR APPROACHING/NOT APPROACHING 

Buyers/Sup

pliers of 

Raw Material 

 

Sellers of 

Technolo

gy/ 

Machiner

y/ 

R & D 

Institution

s 

Exporter/Marketing/E

xport Agent 

Other

s 

(pleas

e 

specif

y) 

1. Finance/Loan/Subsi

dy Syndication 

    

2. Product 

Development 

    

3. Compliance 

Related/Pollution 

Control/CETP 

    

4. Infrastructure 

Related (Basic 

Physical, Industrial 

common facilities 

etc.) 

    

5. Marketing and 

Market development  

    

6. Training of 

Workers/HRD  

    

7. IT applications     

8. Raw Material 

Selection/Procurem

ent  

    

9. Quality Control and 

Management 

Systems (ISO 9000, 

TQM, Lean 

Manufacturing etc.)  

    

10

. 

Management 

Information/Control 

Systems, ERPs  
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Sr. 

No

. 

Constraints/Issues REASONS FOR APPROACHING/NOT APPROACHING 

Buyers/Sup

pliers of 

Raw Material 

 

Sellers of 

Technolo

gy/ 

Machiner

y/ 

R & D 

Institution

s 

Exporter/Marketing/E

xport Agent 

Other

s 

(pleas

e 

specif

y) 

11

. 

Technology Up 

gradation/R&D 

    

12

. 

Others (Design, 

Packaging, 

Branding, patent 

etc.) specific to the 

cluster 

    

6. Would you be open to meet the full cost of such services?   Yes/No 

7. What is your rationale/opinion w.r.t. fixing the price that you might be willing to 
pay for these services, such as one-time annual fee option, quarterly payment 
option etc? 

i. ____________________________________ 

ii. ____________________________________ 

iii. ____________________________________ 

iv. ____________________________________ 

8. What are the critical constraints or opportunities for which you do not easily get 
business development service support, to your satisfaction? 

v. ____________________________________ 

vi. ____________________________________ 

vii. ____________________________________ 

viii. ____________________________________ 

 

9. Which of the following services have you availed of from infrastructure related 
service providers? What is your opinion on the quality of service they offer?  
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Sr. 
No. 

Services Availed or 
not 

 

If yes, what are 
your views on the 
quality of services? 

[1]-Very Good  

[2]-Good  

[3]-Poor 

[4]-Unsatisfactory 

If no, why? 

[1]-Not necessary 

[2]-Cumbersome 

[3]-Many formalities 

[4]-Inefficient 

[5]-Scheme not 
tenable  

1 Roads Yes/No   

2 Industrial 
Space/Parks 

Yes/No   

3 Utilities (Power, 
Water) 

Yes/No   

4 Common Facilities 
(for technology 
upgrading or value-
chain gap filling etc.) 

Yes/No   

5 Marketing facilities Yes/No   

6 IT Services 
infrastructure 

Yes/No   

7 Compliance related 
infrastructure 

Yes/No   

8 Others (Specify) Yes/No   

 

10. Do you require any infrastructure related service in addition to the above mentioned in above 
Question? If Yes, please specify (with investment outlay and options for meeting the outlay): 
NO 

11. Which of the following services have you availed of from marketing related service 
providers? What is your opinion on the quality of service they offer?  

Sr. 

No. 

Services Availed or 

not 

 

If yes, what are 

your views on the 

quality of services? 

Very Good [1],  

Good [2], 

Poor [3] 

If no, why? 

Did not need [1], 

Cumbersome, too many 

formalities [2], 

Corruption [3], 

Inefficient [4], Schemes 

not appropriate [5]  

1 Domestic 

Marketing 

Yes/No   

2 Export Marketing Yes/No   

3 Marketing 

Infrastructure 

Yes/No   
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12. Do you require any marketing related service in addition to the above mentioned in 
Question above? If yes, please specify. (With investment outlay and options for 
meeting the outlay): 

__________________________________________________________________________ 

 

13. Do you have any plan to expand or diversify your production or market in the next 
two to three years?Yes/No 

 

If yes, please provide details: 

(i) What is the size of investments you are contemplating?  

(ii) Would you require additional workforce (please give indicative numbers) 

May be 2-3  

Areas   Nos. 

a. Technical 

b. Non-technical 

c. Managerial (Specify) 

 

Interview/Discussion Notes:  

1.  

 

C. CREDIT RELATED GAP ANALYSIS 

 

14. Current transactions with FIs/BANKS/NBFCs: 

 

A – Name of the FI/NBFC:  

B – Particulars of facility availed by the enterprise: 

 

 

PARTICULARS Amount (In INR)/%age 

Turnover (existing)  

Present Working Capital Limit  

Interest rate on Working Capital   

Term Loan sanctioned and availed  

Interest rate on Term Loan  
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Total value of collateral provided to 
FIs/NBFCs as per terms of sanction (as 
assessed by FIs/NBFCs) 

 

 

What has been the constraints w.r.t the above facilities availed (if any)? 

__________________________________________________________________________

__________________________________________________________________________ 

 

15. Please share the information regarding your business for last three years: 

 

PARTICULARS Previous Year 1 Previous Year 2 Previous Year 3 

Domestic Sales 

Export Sales 

Total Sales/Turnover  

   

Profit (before tax)    

Current Assets    

Current Liabilities    

Current Ratio (CA/CL)    

Debt-Equity Ratio    

 

16. Which of the following services have you availed from public or private sector 
banks/financial institutions/SIDBI? What is your opinion about the quality of service 
they offer?  

 

Sr. 

No. 

Services Availed or 

not 

 

If yes, 

what are 

your views 

on the 

quality of 

services? 

 

If no, why? 

[1]-Not necessary 

[2]-Cumbersome 

[3]-Many formalities 

[4]-Inefficient 

[5]-Scheme not tenable  

1 Loan for working capital Yes/No   

2 Term loan Yes/No   

3 Loan for upgrading Yes/No   

4 Loan for export/marketing Yes/No   

5 Loan for innovation/new 

product introduction 

Yes/No   

6 Loan for hire-purchase Yes/No   
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Sr. 

No. 

Services Availed or 

not 

 

If yes, 

what are 

your views 

on the 

quality of 

services? 

 

If no, why? 

[1]-Not necessary 

[2]-Cumbersome 

[3]-Many formalities 

[4]-Inefficient 

[5]-Scheme not tenable  

7 Establishing proper 

Financial Management 

System 

Yes/No   

8 Subsidy for infrastructure or 

technology upgrading 

Yes/No   

9 Restructured Loan Yes/No   

10 Any other (please specify 

and create additional rows if 

required) 

Yes/No   

17. What are the average payment terms with your (RM) Suppliers (without additional 
cost)  

Payment Terms %age share of Total Purchases 

On Advance  

On Delivery in Cash Basis   

Against Letter of Credit in export cases  

On Credit upto 30 days  

On Credit 31-60 days  

On Credit 61-90 days  

On Credit above 90 days  

 

if there are some additional cost to increase payment period, please specify the 
payment terms 
__________________________________________________________________________ 
 

18. What are the average payment terms for your customers? (Credit sales) (without 
additional cost): 
 

Payment Terms %age share of Total Sales 

On Advance  

On Delivery on Cash Basis  

Against Letter of Credit in export cases  
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On Credit upto 30 days  

On Credit 31-60 days  

On Credit 61-90 days  

On Credit above 90 days  

 

If there are some cash discount to decrease payment period, please specify the 
payment terms 
__________________________________________________________________________ 
 
 

19. For what purpose do you need a loan (in Future)?  
 

For Working Capital For Capacity expansion/New 
project related 

Specific need for a special 
project/purpose 

Raw material purchase 

 

Investment in Plant & 
Machinery/Equipments 

Additional temporary labour 
for a short interval 

Labour payment Investment in Construction of 
Building/Office Premises 

Additional equipments on 
rent for specific period 

Training expenses  For applying for 
certifications/quality norms 

Availing CFC services   

Rentals  

Marketing expenses 

  

 

20. Have you ever applied for a loan before? (Yes/No):  

If answer to above Question is Yes, please provide the funding availed and indicate the 
various sources from where you availed the funding: 
 

A) Amount of Loan availed: 90L (Term Loan) & 65L (CC) 

Particulars of funding 
availed 

Term Loan (In INR) Working capital (In INR) 

Total investment and working 
capital requirement during 
your last project 
expansion/new project set 
up/new contract, etc. 

  

Amount applied for bank 
funding 

  

Amount actually sanctioned 
by the bank 
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B) Sources of Finance: 

Name of FI/NBFC T/Loan 
availed 

Interest Rate W. Capital  Interest Rate 

SIDBI     

Public Sector 
Banks/RRBs 

    

Cooperative Banks     

Private 
Indian/Foreign 
Banks 

    

State Financial 
Corporation 

    

NABARD     

NBFCs     

Micro Finance 
Institutions 

    

Market Borrowing 
(Private lenders) 

 

    

Suppliers     

Informal Sources 
(Friends/Relatives) 

    

TOTAL 100%  100%  

21. Did you provide collateral the last time you took a loan?  (Yes/No):  

22. If the answer to last question is NO, then did you avail loan under the CGTMSE 

scheme? (Yes/No) 

23. If the answer to last question is NO, are you aware of CGTMSE scheme? (Yes/No): 

No 

24. If you had provided collateral the last time you took a loan, please indicate the 

type of collateral that you furnished -  

25. Are you aware about the different schemes/subsidies of GoI/State 

Government/SIDBI and other multilateral agencies? (Yes/No) –  

26. If the answer to last question is Yes, did you avail it in past? (Yes/No) - No 

27. If the answer to last question is Yes, for what purpose you availed the facility? 

_________________________________________________________________ 
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28. Please indicate the problems faced while applying for loans:  

Terms Related Process Related Other Problems 

Collateral/margin money 
requirements are too high  

Processing time too long  Difficult to convince the Bank 
officials about the technical 
and financial viability of project 

Type of collateral required 
is not available/Other 
collaterals which are 
available with borrower 
are not acceptable to bank 

The application form is too 
complex to understand and 
fill  

Stringent eligibility criteria of 
bank 

Processing charges are 
too high 

No assistance in filling up 
the application form 

Lack of investment 
opportunities  

Extensive document list 
which is difficult to arrange  

The entire checklist of 
documents required to be 
submitted is not shared in 
one go 

The banker’s attitude is not 
conducive 

Repayment period is less Information regarding 
interest rates, processing 
fees & others not shared at 
the time of application 

 

Absence of moratorium 
period 

Multiple points to 
coordinate within the bank 

 

 Time taken for 
physical/project site 
inspection is too long 

 

 Time taken for legal 
verification is too long 

 

 The procedure for 
execution of loan 
documents (loan 
agreement, mortgage 
creation) is complicated 

 

If any other problems are faced, please specify 
__________________________________________________________________________
__________________________________________________________________________ 
 

29. Please indicate the documents which you find a problem in arranging those 
documents: 

 

Documents Reason for difficulty in 
arrangement 

Possible Remedies 

Audited Financial (such as 
P&L, Balance Sheet, CMA 

 

Na (CA facilitated with 
documentation) 
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etc.) documents for the last 
three years 

PAN Number/GSTIN in the 

name of the firm 

 

 

Na (CA facilitated with 
documentation) 

 

Proof of factory land and 
building (Regd. Lease 
deed/title deed thereof.) 

  

Copy of Udyog Aadhaar 
Number (UAN)  

Machinery Quotations 
(three) 

  

Proof of power connection   

Approved MAP layout from 
Development Authorities 

  

Regulatory clearances from 
local bodies (such as NOC 
from Pollution control board) 

  

Copy of partnership deed (in 

case of a partnership 

firm)/Company Incorporation 

Certificate/AOA/MOA (In 

Case of Pvt. Ltd. Co. or 

LLP) 

  

GST returns for last 6 

months  

  

Income Tax Return for 

previous 3 years  

  

IEC Certificate (In case of 

Import Export Units) 

  

Project report detailing the 

future plan 

  

Others, please specify _____________________________________________________ 
 

30. Please share the time taken for sanctioning the loan, the last time you took a loan 
from a bank: 

For Working Capital _______________ days (approx.) 

For Term Loan ____________________ days (approx.) 

 

31. Are you planning to take any form of loan for your unit in near future? Yes/No - 
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32. In case if the respondent’s answer to previous question is Yes, then ask them 
about their likely working capital and term loan requirements in the next year: 

Amount of Required Working Capital _______________ INR (approx.) 

Amount of Required Term Loan:  

33. If you get the required loan as above, how much you can grow in terms of 
turnover in next 3 years. Please state in %:  

34. With respect to cluster specific financial products please comment on the 
following: 
 

Particulars Working Capital Term Loan 

Preferred interest rate for new loan (%)   

Maximum interest rates so that you can pay 
and still earn profit 

  

Ideal period for sanctioning of the loan after you 
have submitted all documents. (in days) 

  

What kinds of collateral are available with you?   

Repayment Period (state the duration)   

Moratorium (state the period in months)   

Minimum promoters’ contribution for loans 
(how much) 

  

Seasonal and ballooning repayment schedule 
(Yes/No) 

  

What kind of flexibility apart from the above 
(seasonal/ballooning) to repay can help you? 

  

 

Are you satisfied with your current suppliers of infrastructure services?Please rate them on a 

scale of 1 – 5 by encircling one of the numbers (where in 1 stands for not satisfied at all and 5 

for most satisfied) 

1_______2________3________4_______5 

Please elaborate which of your expectation are met or not met? What are your expectations 

from them in view of your future plans to expand/diversify? 

_____________________________________________________________________________ 
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35. Are you satisfied with your current suppliers of technology?Please rate them on a 
scale of 1 – 5 by encircling one of the numbers (where in 1 stands for not satisfied 
at all and 5 for most satisfied) 

 

1_______2________3________4_______5 

 

Please elaborate which of your expectation are met or not met? What are your expectations 

from them in view of your future plans to expand/diversify? 

__________________________________________________________________________

__________________________________________________________________________ 

__________________________________________________________________________

__________________________________________________________________________ 

   

Are you satisfied with your current suppliers of credit/finance?Please rate them on a scale of 1 

– 5 by encircling one of the numbers (where in 1 stands for not satisfied at all and5 for most 

satisfied) 

1_______2________3________4_______5 

 Please elaborate which of your expectation are met or not met? What are your expectations 

from them in view of your future plans to expand/diversify? 

__________________________________________________________________________

__________________________________________________________________________ 

__________________________________________________________________________

_____________________________________ 

Are you satisfied with your current suppliers of marketing services?Please rate them on a scale 

of 1 – 5 by encircling one of the numbers (where in 1 stands for not satisfied at all and5 for most 

satisfied) 

1_______2________3________4_______5 

 Please elaborate which of your expectation are met or not met? What are your expectations 

from them in view of your future plans to expand/diversify? 

__________________________________________________________________________

_______________________________________ 
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Overview Questions 

 

36. How do you overall rate your service providers on the following issues?  

(‘1’ 'Excellent, ‘5’ Poor) 

Sr. 
No. 

Parameters 1 2 3 4 5 

1 Knowledge and information base      

2 Pricing of services      

3 Utility of services and products      

4 Innovativeness in introducing new products      

5 Sector specific customization      

37. Would you like to add something more to what that has already been shared? 

Interview/Discussion Note: 1.  

BASIC PARAMETERS: BDS RELATED INFORMATION 

1. Are you an independent consultant or firm (how many staff)? 

2. What are the areas in which you provide BDS (General Management, Strategic 

Management, Finance, Marketing, Infrastructure, Technology, MIS, Taxation, QMS, HRD, 

Industrial Relations, Loan or Subsidy syndication etc.?) 

3. What is your client profile in general? And, with reference to the cluster (SMEs, Large firms, 

Traders, Exporters, Others)  

4. How does your client come to know about you and you of potential client? How do you 

price your services, elaborate? 

5. Do you provide subsidized services? Who subsidizes them? 

6. Who are your main private/government competitors? Has the profile of your competitors 

changed over time? Has competition in the market increased in recent years? 

7. How do you rate yourself over competitors in terms of service, delivery, price, 

innovativeness in introducing new services and products etc.? 
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8. What do you think are the means of developing the market for the services you 

presently/potentially offer? 

9. What is your annual total income from providing the services, what ratio is from the MSME 

segment? 

 

MODE OF CO-OPERATION WITH PUBLIC BDS PROVIDERS 

 

1. How often do you interact with public service providers (such as MSME-DI, SIDBI, EPIs, 

KVIC etc.) and for which purposes (offer of services on their behalf, training etc.)? 

2. Who are your major clients from amongst the public BDS facilitators (for what services)? 

 

CO-OPERATION WITH FIs/NBFCs ETC. 

1. How often do you interact with FIs/NBFCs etc.? For what purposes? 

2. What percentage of your income is from related activity? 

3. What kind of constraints do you experience while working with public BDS providers and 

with FIs/NBFCs etc.? 
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Annexure 2: Format of the Discussion Format vis-à-vis BDS providers 

BASIC PARAMETERS: BDS RELATED INFORMATION 

1. Are you an independent consultant or firm (how many staff)? 

2. What are the areas in which you provide BDS (General Management, Strategic 

Management, Finance, Marketing, Infrastructure, Technology, MIS, Taxation, QMS, HRD, 

Industrial Relations, Loan or Subsidy syndication etc.?) 

3. What is your client profile in general? And, with reference to the cluster (SMEs, Large firms, 

Traders, Exporters, Others)  

4. How does your client come to know about you and you of potential client? How do you 

price your services, elaborate? 

5. Do you provide subsidized services? Who subsidizes them? 

6. Who are your main private/government competitors? Has the profile of your competitors 

changed over time? Has competition in the market increased in recent years? 

7. How do you rate yourself over competitors in terms of service, delivery, price, 

innovativeness in introducing new services and products etc.? 

8. What do you think are the means of developing the market for the services you 

presently/potentially offer? 

9. What is your annual total income from providing the services, what ratio is from the MSME 

segment? 

10. MODE OF CO-OPERATION WITH PUBLIC BDS PROVIDERS 

11. How often do you interact with public service providers (such as MSME-DI, SIDBI, EPIs, 

KVIC etc.) and for which purposes (offer of services on their behalf, training etc.)? 

12. Who are your major clients from amongst the public BDS facilitators (for what services)? 

13. CO-OPERATION WITH FIs/NBFCs ETC. 

14. How often do you interact with FIs/NBFCs etc.? For what purposes? 

15. What percentage of your income is from related activity? 

16. What kind of constraints do you experience while working with public BDS providers and 

with FIs/NBFCs etc.? 
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Annexure 3: Format of the Discussion Format vis-à-vis FIs (Banks)/NBFCs 

1. What is the extent of your advances to cluster firms (INR)? 

2. What is the default rate in dues? 

3. What is the break-up of advances to firms in the cluster (to micro, small, medium firms)? 

Do elaborate in terms of indicative number of units and quantum of funds and 

requirement (i.e., term loan and working capital requirements). 

4. For what purpose the loans are typically availed (for raw material/consumables 

purchase, payment of wages for increasing production/capacity utilisation in terms of 

working capital, for technology upgrading, for expansion in terms of fixed assets, any 

other please specify) 

5. What are the typical peak & lowest rates at which working capital and term loan are 

offered? What is the related moratorium & repayment period? 

6. What has been the number & quantum of loan offered to cluster firms with CGTMSE 

cover (if MLI)? 

7. How long do you take to process & disburse credit once all documents required from 

potential clients are submitted? 

8. What are the different schemes/subsidies of the government on the basis of which you 

have offered assistance to cluster firms? To what extent and to how many firms? 

9. Have you offered innovative/dedicated scheme/instrument to cluster firm? Why/Why 

not?  

10. Would you like to offer your views on a more appropriate financial 

products/instruments/mechanism for financing cluster firms? (WCTL facility, Purchase 

Order Financing, Factoring, Receivables Linked Bridge Financing by FIs/NBFCs, 

topping up of limits offered by MFIs, BMOs serving as financial intermediaries etc.)  

11. What is estimate of the total supply of credit by FIs/NBFCs to cluster firms? Typically, for 

what purpose are loans availed for. 

12. What is your estimate of demand for credit by firms? What is the unmet gap & options 

to redress this gap? 
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Annexure 4: Format of the Discussion Format vis-à-vis BMOs and other service 

providers 

1. Which segment of cluster firms to you represent/typically cater to? Do you believe that 

they are receiving credit or financial support from the formal financial sector as required? 

2. Do you provide or facilitate related BDS? How? To what extent every year? 

3. What do you think are the most important constraint in access to appropriate credit from 

institutes? 

4. What are the typical sources of finance for cluster firms? 

5. Which financial institutes/NBFCs do you think has been most pro-active in catering to the 

credit needs of the firms in the cluster? Why? 

6. What do you think is the ideal WC/TL financing instrument (in terms of collateral, interest 

rate, moratorium period, repayment period parameters) for cluster firms? 

7. Could BMOs serve as financial intermediaries to facilitate/improve the credit delivery 

process? How?(Through evolving SPVs to operate “raw material/consumables banks”, to 

operate an “MCGFS” like option, to serve matching guarantee to loans provided under 

CGTMSE cover). 
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Annexure 5: Location Map 
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Annexure 6: List of firms, and public and private BDS providers interacted with over the 

study 

List of Core Firms 

 

S. No. Core Firms (Name of Firm) Point of Contact (Individual/representative) 

1.   

2.   

3.   

4.   

5.   

6.   

7.   

8   

9.   

10   

11.   

12.   

13.   

14.   

15.   

16.   

17.   

18.   

19.   

20.   

21.   

22.   

23.   

24.   

25.   

26   

27   

28   

29   
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S. No. Core Firms (Name of Firm) Point of Contact (Individual/representative) 

30   

31   

32   

33   

34   

35   

36   

37   

 

Machine Manufacturers 

 

 

Public (government) service providers and support institutions 

 

S. 
No. 

Institution 

(Name of institution) 

Point of contact (individual/representative) 

1.   

2.   

3.   

4.   

5.   

6.   

7.   

 

 

 

 

 

S. 
No. 

Paper Cup Machine 
Manufacturers (Name of firm) 

Point of contact (individual/representative) 

 

1.   

2.   

3.   

4.   
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Private Service Providers and Support Institutions 

 

S. 
No. 

Institution/provider  Point of contact (individual/representative) 

1.   

2.   

3.   

4.   

5.   

6.   

 

Financial institutions 

 

S.No. Financial Institution  Point of contact (individual/representative) 

1.   

2.   

3.   

4   

5   

6   
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Annexure -11 Best practices in other Engineering & Fabrication clusters 

 

1. Operation of procurement networks/Raw Material Bank 

a) Case study of Trichy Engineering Cluster – Illustration on procurement network 

and other BDS leveraged by the association members 

The Trichy Engineering Cluster comprise of about 300 MSMEs who offer fabrication and 

machining services. The cluster employs over 15,000 people, both directly and indirectly. 

The cluster evolved in the mid-1960s, primarily to cater to ancillary work demand from BHEL 

and subsequently grew to cater to other firms and markets. The State Industrial Development 

Corporation of Tamil Nadu progressively established several industrial estates in the region 

complementing the growth of the cluster. 

The cluster association has been instrumental in the growth and development of the cluster 

through various proactive BDS linkages. Some of the notable contributions of the association 

are: 

▪ Introducing QMS in business operations and intervention on the high cost of energy 

and power front.  

▪ Member driven ISO 9000 certification, installation of inverters and energy audits were 

facilitated jointly optimising costs of related BDS provision.  

▪ Key Infrastructural gaps in terms of physical infrastructure is being progressively 

addressed by cluster firms. The cluster has also implemented a large infrastructural 

project in PPP mode under the Industrial Infrastructure Upgradation Scheme (IIUS) 

scheme of the Ministry of Commerce and Industries, Government of India. 

This cluster also serves as a regional model for private sector mutual partnerships for reaping 

scale economies on the procurement front. The SPV formed by the association member runs 

a Raw Material Bank which has a turnover of over INR 100 crore. Inputs and consumables like 

paint and welding rods are jointly sourced by cluster firms every year with effectively a 30 per 

cent reduction in related costs. 

 

b) Case Study of Rajkot Engineering Association 
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Rajkot Engineering Association (REA) is an association of about 1100 engineering MSME 

units in Rajkot.  

The association was formed in the year 1943 after the merger of Rajkot Manufacturers 

Association and Rajkot Engineering Association.  

Common Procurement Activities: The REA is involved in common procurement of coke, 

pig iron and auxiliary (steel scrap) for its foundry members. About 80% of the foundries avail 

and benefit from the common procurement services. The association also procures steel 

scrap and sell it to its members 

▪ Procurement Methodology:  

o Pig Iron: The association gets in touch directly with the manufacturers like 

KISCO (Kudremukh Iron and Steel Company Ltd.) or KIOCL (Kudremukh 

Iron Ore Company Ltd) at Mangalore. Cost reduction in procurement is 

achieved by directly delivering to consuming units from the sales depot. 

o Coke: Bulk purchase made from dealers who either import from China, or 

deal in domestic coke. The cost reduction in procurement is achieved in 

similar fashion as that of Pig Iron. 

o Scraps: Steel scraps are procured from KISCO in bulk, wherein 3-4 truck 

loads of scrap are moved daily from Mangalore plant to the buyer directly.  

▪ Savings Generated: Due to bulk procurement and significant size of order book, the 

association is able to negotiate substantially better procurement price from the 

manufacturer and supplier. The market price difference in Ahmedabad and Rajkot often 

ranges from INR 500-600 per tonne. Due to the sheer volumes it handles (about 80% 

of the total raw material requirement), it enjoys monopolistic position and at times sells 

pig iron at a price lower than the factory price. The profit generated at the end of each 

year is distributed amongst the members.  

2. Establishment and operation of Common Facility Centre (CFCs) as well 

Twinning with a range of other Business Development Service (BDS) providers 

a) Case study of Salem Steel Fabrication Cluster 

The agglomeration of firms in Salem constitutes 900 micro-sized steel product fabrication units 

and about 100 small-sized units. The total manpower employed by the cluster is about 25,000 

persons. The main market for cluster products is presently is the district and regional market. 

The fabrication firms cater to the equipment and fabrication needs of other user industries in 

the region ranging from chemical units to construction firms. A range of fabrication items from 
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window grills and gates to laundry equipment is produced by firms. Despite the sustained 

turnover increase of the cluster over the last 5 years to amount to about INR 62.50 crore today, 

profit margins of firms have fallen down from 15 per cent of sales revenue to barely 5 to 7 per 

cent in the case of M.S. sheet fabrication units. 

Cluster firms under the aegis of the dynamic cluster association Salem District Small Scale and 

Tiny Industries Association (SADISSTIA), which have been undertaking several joint-action 

initiatives. These included: leveraging assistance under the Credit Guarantee Trust Scheme 

for Micro and Small Enterprises (CGTMSE); registration drive with the Small Industries 

Development Corporation (SIDCO) and NSIC to tap institutional demand through tender 

marketing schemes; twinning the Urban Youth Employment Generation Programme (UYEGP) 

for encouraging start-ups in the S.S. segment; leading benchmarking and marketing 

delegations to China, Hong Kong, Singapore, Malaysia and Sri Lanka; regular conduct of 

Entrepreneurship Development Programmes (EDPs); export promotion seminars on stainless-

steel products; conduct of technology upgrading programmes on CNC equipment; and 

exposure visits to successful clusters (in Kochi, Gujarat and Chennai). 

Larger firms in other clusters like Chennai and Trichy can afford to individually invest in many 

necessary facilities. In fact, larger integrated units have capital-intensive stainless-steel pipe-

making, deep draw press, laser cutting and CNC shearing and folding equipment which is 

beyond the resource capabilities of micro and small-sized enterprises. 

The limitations that were experienced by cluster firms may be viewed in terms of: doubling in 

raw material, manpower and power costs in the last 5 years as against hardly 20-25 per cent 

increase in end product prices; customers and consumers from the district progressively 

directly approaching enterprises in other clusters like Bangalore, Trichy and Chennai to 

economise on their own costs and meet quality requirements; severe price and capital-intensive 

technology based competition; focus more on low value-added mild steel than S.S. based 

products; absence of primary pipe processing facilities; and limitation in tool room and testing 

lab facilities. These limitations led to cluster firms operating at less than 50 per cent capacity. 

In this context, firms have been assisted by the Ministry of MSME and the Government of Tamil 

Nadu under the MSE CDP scheme of the MoMSME to establish a common facility with 

investment of over INR 12 crore comprising: job-worked primary raw material pipe or rod 

processing equipment; job-worked deep draw press, laser cutting and punching and folding 

facility for quality value-added product and component development; tool room facility; and 

quality finishing facility. 

This intervention led to establishment of Common Facility Centre (CFC) in the year 2017, 

ensuring sustainable employment opportunities for twenty-five thousand labour force in the 
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cluster and competitive market orientation of cluster firms with competitiveness and quality in 

fabrication activity. 

3. Dynamic Industry Association 

a) Case study of CODISSIA (Coimbatore District Small Industries Association) 

CODISSIA is an ISO 9001-2015 organization, registered under the Tamil Nadu Societies 

Registration Act in 1969 as a Small Industries Association, is now one of the premier Industry 

Associations for MSMEs in India.  It is the only District Level Association in the country to have 

signed a Memorandum of Understanding with Plant and Machinery Manufacturers Association 

/ Bavarian Section of West Germany - to work consistently in assisting the members to identify 

new technologies / promote joint ventures, technology transfers, send trade delegations etc. to 

foreign countries. It has the maximum number of MoUs with educational institutions. In Asia, it 

is first to aquire Business Member Organization (BMO) accreditation in India as a district level 

general BMO. Today, it has over 6000 members.  

Key initiatives of CODISSIA: 

▪ CODISSIA Defense Innovation and Atal Incubation Centre (CDIIC): The 

Honourable Minister for Defence, Government of India, Smt. Nirmala Sitharaman had 

announced a grant of INR 20 Crores ($ US 3 million) as Seed Money to CODISSIA, to 

start the Defence Innovation Centre. CDIIC is a not-for-profit Section 8 company 

established in January, 2019. It is supported by Atal Innovation Mission, NITI Aayog 

and Ministry of Defence.  CDIIC extends the needed support to start-ups in terms of 

incubation of their ideas through mentors and institutions, thereby helping them to 

graduate. This will be instrumental in developing many new entrepreneurs who in-turn 

would set up their own industries generating employment opportunities to many.  

▪ CODISSIA Industrial Park Limited (CIPL): CODISSIA has developed industrial parks 

at Moperipalayam and Kallapalayam, about 260 and 140 acres respectively – target of 

about 400 MSMEs.  These parks were inaugurated by the Chief Minister in 2019 and 

also received a grant of INR 10 crore from SIDCO. CIPL has signed an MoU with the 

Indian Green Building Council (IGBC) under the confederation of Indian Industry (CII) 

for developing parks in a green and sustainable manner. It comes under the IGBC 

Green Industrial City Rating. IGBC will support CIPL in designing and facilitating the 

green initiatives.  

▪ CODISSIA Intec Technology Centre is a trust with the objective to promote & create 

infrastructure facilities for conducting Trade Fairs, Industrial exhibitions, buyer-seller 
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meets, seminars, Conventions, Conference etc. CODISSIA Intec Technology center 

manages all the events in the CODISSIA Complex. 

 

Key Mandates of CODISSIA: 

 

 

 

 

 

 

 

 

 

4. Innovative Financing Instrument 

a) Case Study of Faridabad Engineering Cluster  

Scheme for Pre-approved loans from Cluster Association: Faridabad Small Industries 

Association (FSIA) comprises units who are micro and smaller sized. Apparently, the FSIA is 

amongst the largest association with about 1000 members. Cluster firms in Faridabad have 

been undertaking some interventions in a proactive fashion. MSMEs are often faced with 

situations when certain equipment need be acquired urgently, either because the supplier is 

offering a discount or because the acquisition is required to comply with a norm. Moreover, 

these enterprises need acquire several small-value equipment that aggregate to significant 

value through the year. Applying for loans to make these purchases is considered tedious and 

time-consuming with no certainty of sanction and disbursement. Hence, either unsecured loans 

are sourced at high interest or working capital credit is employed for the purpose of acquisition 

of such equipment. In order to overcome this challenge, SIDBI along with FSIA (a dominant 

industry association in the region) designed a scheme under which a collateral free line of credit 

up to INR 50 lakh is sanctioned to enterprises, which can avail this facility any time during the 

year, either in full or in parts, for purchasing equipment. 

 

 

Entrepreneurship 
and Management 

Development

Help to solve 
individual and 

collective problems

Assisting for Self 
Employment - EDPs

Ancillary 
development

Preparation of 
project reports

Infrastructure 
Development

Other BDS
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