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3rd June,  2019 

Director  

Department of Industries & Commerce, 

Government of Haryana 

1st Floor, 30 Bays Building, 

Sector 17, Chandigarh 

 

Dear Sir/Madam, 

 

As part of our engagement for providing consulting services for ‘MSME Ecosystem Transformation in 

the State of Haryana’, we hereby submit the Draft Detailed Project Report (DPR) for setting up of 

Common Facility Centre in the Karnal Agricultural Implements cluster for your kind perusal. The 

deliverable has been prepared in accordance with our engagement agreement with Department of 

Industries and Commerce, Govt. of Haryana dated 03 January 2017, and our procedures were 

limited to those described in that agreement.  

This Detailed Project Report is based on studies of and discussions with: 

► Department of Industries & Commerce, Govt. of Haryana 

► DIC Karnal 

► Agri Implements manufacturing related units located in Karnal 

► Industry experts  

► Secondary research 

Our work has been limited in scope and time and we stress that more detailed procedures may reveal 

other issues not captured here. The procedures summarized in our Draft Detailed Project Report 

(DPR) do not constitute an audit, a review or other form of assurance in accordance with any 

generally accepted auditing, review or other assurance standards, and accordingly we do not express 

any form of assurance. This Draft Detailed Project Report is intended solely for the information and 

use of the Office of Director Industries-Haryana and is not intended to be used by anyone other than 

specified party.  

We appreciate the cooperation and assistance provided to us during the preparation of this report. If 

you have any questions, please contact the undersigned.  

 

Sincerely, 

 

Amar Shankar, Partner – Advisory Services 
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Disclaimer 

This Draft Detailed Project Report for setting up of Machining Centre & Testing Equipment as a 

Common Facility Centre at Karnal Agricultural Implements Cluster has been prepared by Ernst & 

Young LLP (hereinafter referred to as ‘EY’ or ‘Ernst & Young’ or ‘Us’) and delivered to the ‘Office of 

Director of Industries & Commerce – Government of Haryana (O/o of DI-HR)’ (hereinafter referred to 

as ‘the Client’).  

The inferences and analyses made by EY in this report are based on information collated through 

primary research, secondary research, discussions with the client personnel and key stakeholders 

and our knowledge about the state mini cluster development scheme and its objectives. EY has taken 

due care to validate the authenticity and correctness of the information from various sources, 

however, no representations or warranty, expressed or implied, is given by EY or any of its respective 

partners, officers, employees or agents as to the accuracy or completeness of the information, data 

or opinions provided to EY by third parties or secondary sources. 

Nothing contained herein, to the contrary and in no event, shall EY be liable for any loss of profit or 

revenues and any direct, incidental or consequential damages incurred by the Client or any other 

user of this report. 

In case the report is to be made available or disclosed to any third party, this disclaimer along with 

all the limiting factors must be issued to the concerned party. The fact that EY assumes no liability 

whatsoever, if for the reason any party is led to incur any loss for acting upon this report, must be 

brought to the notice of the concerned party. 

 

© EY, 2019 
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Executive summary 

The Government of Haryana through the Department of Industries and Commerce intends to 

transform the MSME sector of the state and put it on a growth path. Several incentives have been 

offered under the state’s ambitious ‘Enterprise Promotion Policy (EPP) 2015’ to provide an impetus 

to growth of the MSME sector. Towards this, the state aims to strengthen the technology 

infrastructure as well as enhance productivity and competitiveness of various MSME clusters across 

the state by leveraging funding under the State Mini Cluster Development Scheme providing grant 

under the EPP 2015. 

 

In the above context, this Detailed Project Report (DPR) has been prepared to seek grant-in-aid 

assistance under the State Mini Cluster Development Scheme to set up Common Facility Centre 

through SPV under the name and style of “Karnal Agriculture Implements Manufacturers Association 

(KAIMA)”. 

 

About Agri Implements Cluster 

The global Agriculture and Farm Equipment/Machinery market size was valued at 124.2 USD billion 

in 2015. The adoption of modern technologies by farmers to increase farm yields and meet the 

growing demand for food supply is expected to be a key factor expected to drive market growth1. 

Agricultural equipment comprises a wide range of machinery and tools that are used in various 

processes of farming to improve output and enhance the overall crop quality. Traditional tools are 

now being replaced with various new agricultural equipment, which mainly include crop processing 

equipment and drip irrigation equipment. 

Agri-Implements industry is amongst the prominent industries in the country. The Karnal agricultural 

implements cluster has vast experience in the trade. The cluster comprises a mix of agriculture and 

farm implements that undertake a variety of jobs ranging from tractor drawn agricultural 

implements, primary and secondary tillage implements, sowing implements, harvesting implements, 

etc. The agriculture implements cluster comprises of about 110 enterprises involved in 

manufacturing a variety of spares. Of these, 71 units are micro-sized units. In addition, there are 

around 3 large manufacturing units. The turnover of Agricultural Implements Karnal is about Rs. 650 

crores per year.  

Cluster Diagnostic and necessary interventions:  

Cluster enterprises through Karnal Agriculture Implements Manufacturers Association have pursued 

several soft interventions that are essential for development of the units. The cluster output is 

expected to grow from INR 650 crore to INR 2000 crore by 2022. However, the constraints and 

increased competition faced by the cluster has resulted in decreasing domestic market share from 

60% to 50% in the last decade, as well as low presence in international market. In the absence of a 

tool room and testing facility, cluster firms are facing challenges of longer production time and 

reduced market competitiveness. 

A diagnostic study was undertaken to map the existing business processes in the cluster, identify the 

gaps, and understand the requirements of the cluster. It was observed that most units required die, 

mould & machining facilities, as they were currently availing these services from external service 

providers at high prices and with production delays. This has resulted in a negative impact on their 

                                                        
1https://www.grandviewresearch.com/industry-analysis/agriculture-equipment-market 
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cost competitiveness and a subsequent impact on their market competitiveness. In this context, the 

units have decided to establish a CFC. 

Proposed Common Facility Centre:  

The proposed CFC will include and facilitate: 

i) State of the art Tool Room facilities through use of modern machines 

ii) Quality testing facilities through use of spectrometer 

 

Special Purpose Vehicle 

The Karnal Agriculture Implements Manufacturers Association (KAIMA) was incorporated under 

Societies Registration Act, 1860 and is the largest association of industry stakeholders in the District. 

The association has taken the lead to implement State Mini Cluster Development Scheme in the form 

of SPV. Member firms comprise of micro and small-scale enterprises in the agricultural implements 

units. The firms are essentially existing players in the industry and has decades of experience in the 

industry. 
 

Project parameters, viability and sustainability 

The cluster with support from State Government is planning to set up Common Facility Centre having 

state-of-the-art modern machining facilities to undertake job work of cluster units and the total 

project cost is about INR 386.65 lakhs. The SPV members have proposed to contribute 28.60% of 

the project cost. The total contribution of SPV members will amount to INR 72.12 lakh as per the 

guidelines of Mini Cluster Scheme. The SPV has already contributed Rs. 163.95 Lakhs in terms of 

land and construction of building, out of which Rs. 50 Lakhs has been considered as their contibution. 

The balance of Rs. 22.12 Lakhs as per financials or the actual amount incurred on plant & machinery 

over and above GoH grant of Rs. 180 Lakhs will be contributed by SPV in adherence to the guidelines. 

Support from State Government is envisaged for INR 180.00 lakh. 

 

The cost of the project and proposed means of finance is tabulated below: 

PROJECT COST (Rs. in Lakh) 

S. No. Particulars  
Total Project 

Cost  

Amount as 
per 

Guidelines  
Remarks  

1 Land & Building       

  a. Land Value  20.32 

50.00 
Eligible 

(Max 25% of 
project 
cost) 

  b. Land Development 0.00 

  c. Building & Other Civil Works 143.62 

  d. Building Value 0.00 

  Sub Total (A) 163.94 50.00 

2 Plant & Machinery     

Eligible 

  a. Indigenous 173.87 

202.12   b. Imports 0.00 

  c. Secondary Machines  28.25 

  Sub Total (B) 202.12 202.12 

3 Miscellaneous fixed assets (C) 2.30 0.00 

Not eligible 
for grant  4 

Preliminary & Preoperative Expenses 
(D) 

5.25 0.00 

5 Contingency     
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  a. Building @ 2% 0.00 0.00 

  b. Plant & Machinery @ 5% 10.15 0.00 

  Sub Total (E) 10.15 0.00 

6 Margin money for working capital     

   (Working capital required @ 75% C.U.) 2.90 0.00 

  Sub Total (F) 2.90 0.00 

  Grand Total (A+B+C+D+E+F) 386.65 252.12   

 

The total project cost is estimated to be INR 386.65 lakhs. As indicated above, assistance to the 

project from the Govt. of Haryana is envisaged to the tune of INR 180 lakhs of the project cost, SPV 

contribution is to the tune of INR 72.12 lakhs of the project cost. 

             Means of Finance 

S. No. Source of finance  
Total Amount 
(Rs. In Lakh) 

1 Grant-in-aid (Govt. of Haryana) 180.00 

2 Contribution of SPV 72.12 

  Total 252.12 

 

The viability and sustainability of the project is evident from the project economics as well as the 

cooperative spirit and profile of the SPV. Some indicators of the viability are as follows: 

Project’s financial indicators 

FEASIBILITY  

S. No. Particulars  Estimates 

1 
BEP (cash BEP at initial operating 
capacity of 75%) 

57.84% 

2 Av. ROCE (PAT/CE) 36.16% 

3 Internal Rate of Return (IRR) 19.28% 

4 
Net Present Value (at a discount rate 
of 10 per cent) - incorporating 
viability gap funding (grant) by GoH 

NPV is positive and high (Rs 
175.95 lakh) at a conservative 
project life of 10 years 

5 Payback period 
5 years & 11 months with Grant-
in-aid assistance from GoH 

As evident from the financials above, with viability gap funding under State Mini Cluster Development 

Scheme of GoH, the project is highly viable and sustainable. Risk and sensitivity analysis considering 

a decline in user charge/ capacity utilization also validates the project sustainability. 

Project Implementation 

The proposed project will be implemented in a time-frame of 6 months upon receipt of approval and 

assistance under the Mini Cluster Development Scheme. The project will be implemented by the 

KAIMA in close association with the DIC, Karnal. Implementation will be monitored by a local Project 

Monitoring Committee (PMC) comprising representative of the DIC, Karnal and SPV members.  

SPV has received contribution from 71 members for establishing CFC under mini cluster scheme. 

These members will avail the facilities installed at CFC by paying user fee as decided by SPV. The CFC 

will also be open for non-members and they can also avail the facilities by paying user charges for 

non-members as decided by SPV. The CFC shall act as an enabler to cluster enterprises for improving 
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productivity and value-addition by means of tool room and testing facilities. The common facility is 

expected to enhance the levels of co-operation and joint-action amongst cluster stakeholders and 

SPV members. CFC shall further encourage these units to come together for setting up facilities to 

manufacture more competitive agricultural implement products.  
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1. Introduction 

1.1 Overview of the Cluster 
 

There are about 110 agri implements manufacturing units in Karnal district, Haryana, 71 units have 

formed a Special Purpose Vehicle (SPV) under the name and style of ‘’Karnal Agricultural Implements 

Manufacturers Association” to set up a Common Facility Centre (CFC) for addressing common 

problems of the cluster. The cluster comprises of mainly micro and small units. This proposed 

intervention under the Mini Cluster Development Scheme of Government of Haryana is expected to 

address the common technology and infrastructure related problems of the cluster. 

The annual turnover of the cluster (micro and small units) is about INR 300 Crore. The cluster units 

are engaged in the manufacturing of Disc Plough, Mold Board Plough, Sub-Soiler, Disc Harrow, Paddy 

Harrow, Paddy Peddler, Reversible Plough, Seed drill, Sugarcane Planter, Harvesting Implements 

etc. Most of the units manufacture products for other brands, while some also manufacture under 

their own brands.   

1.2 Geographic and Economic Traits 

The state of Haryana was formed on 01 November 1966. It is situated in the northwest of India with 

the capital of Chandigarh as a Union Territory. The state is surrounded by Delhi, Rajasthan, & Uttar 

Pradesh with around 30% of the total area of the state falling under National Capital Region (NCR).  

The state stands 21st in terms of its area.  According to the Census of India 2011, the state is 18th 

largest by the population. Over the last 5 decades since its formation in 1966, Haryana has 

transformed and matured into a diversified economy with a thriving secondary and tertiary sector. 

Although Haryana has an area covering just 1.3 per cent of the country, Haryana contributes nearly 

3.63 per cent to India's GSDP. During 2004-16, the state’s GSDP grew at a compound annual growth 

rate (CAGR) of 12.12 per cent. 

1.3 Economic Scenario of the State 
 

Haryana is 11th state in the country in 

terms of GSDP, with growth rate of around 

6.5%. With just 1.3% of the total area of 

the country, Haryana contributes to 

nearly 3.4% of India’s GDP. Haryana, with 

just 1.37% of the country’s geographical 

area and 1.97% of country’s total 

population, is counted among the first few 

states with the highest per capita income.  

The state economy is predominantly 

agricultural. 

The industry sector contributes about 18% 

of the total GSDP of the state. Haryana is 

fast emerging as one of the most 

favoured investment destinations in India. The globalization of markets and a resilient economy have 

given an incredible drive to the industrial sector in Haryana, which already has a competitive 

advantage in terms of strategic location, basic infrastructure as well as large skilled, educated and 

young workforce.  

The state is in transition from agrarian to manufacturing sector. The state is gradually transforming 

from an agrarian economy to an industrial economy. To boost the growth rate further and make 

18.20%

30.60%

51.20%

GSDP Composition 2015-16

Primary Sector Secondary Sector Tertiary Sector

Figure 1: GSDP Composition 2015-16 
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Haryana a favourable investment destination, the State has developed the Enterprise Promotion 

Policy in 2015. With the Enterprise Promotion Policy-2015, the state has envisaged a sustainable 

industrial spectrum in the state with a special focus on MSMEs in its endeavour for effecting a 

balanced regional and sustainable development. 

 

1.4 Demographic Trends of District Karnal 
 

According to the 2011 census, Karnal district had a population of 15,05,324 (of which male and 

female were 797,712 and 707,612 respectively), making it the 5th largest district of Haryana in 

terms of population. The district has a population density of about 600 inhabitants per square km.  

The percentage of Cultivators to total Workers in 2011 in the district was about 22% whereas during 

2001 it was 272. This implies that people have moved away from farming due to lower profits. 

However, the district’s economy is still 

predominantly agriculture based, owing to the 

existence of good irrigation systems across the 

district. Industrial activities have started 

increasing in the district due to the pro-business 

environment in the state. This had led to 

generation of employment in secondary and 

tertiary sectors.  

The existing area under industrial use is 

approximately 102 hectare including the major 

industrial estate of HSIIDC in Sector 3 of Karnal. 

In view of a strategic location, available 

infrastructure, topography and drainage, an 

industrial area of 466 hectare has been allocated 

by Government of Haryana in sectors 1, 2, 37, 40 

and 43-A of Karnal district. 
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2. Sector Overview 

2.1 Global Scenario of Agri Implements Industry 

The Global Agriculture and Farm Equipment/Machinery market size was valued at 124.2 USD billion 

in 2015. The adoption of modern technologies by farmers to increase farm yields and also meeting 

the growing demand for food supply is expected to be a key factor to drive market growth.2 

Agricultural machinery market (market value consists of tractors & combine harvesters) had a total 

revenue of $4,887.3 Mn in 2013, representing CAGR of 17% between 2009 and 2013. The Chinese 

and Japanese agricultural machinery markets grew at CAGRs of 19.1% and 1.1% respectively over 

the same period to reach respective values of $9,080 Mn and $1,049.5 Mn in 2013. 

 

2.2 Indian Scenario of Agri Implements Industry 

The agriculture sector has been the mainstay of India’s economy with more than 50% of its population 

engaged directly or indirectly in this sector. The livelihood of millions of farmers depends on this 

sector.  In the last two decades its contribution to GDP has decreased significantly due to rapid growth 

of the services sector. The sector’s GDP contribution fell from 19% in 2004-05 to 14% in 2013-14, 

according to the Ministry of Statistics and Program Implementation (MOSPI). The sector has recently 

seen growth in productivity and turnover due to use of machinery for agricultural purposes. 

Agriculture mechanization has led to growth of country’s food grain production at a compound annual 

growth rate (CAGR) of 3% during 2005-14. Good monsoon rainfall received by the country in FY14 

led to a y/y growth of 3% in food grain production.3 

India saw strong demand for agricultural machinery during 2009 to 2013. This trend is set to 

continue in the years, with migration of workforce from agriculture to secondary and tertiary sectors. 

Secondary sector and services are presently dominating India's economy and accounting for 57% of 

GDP in 2012. Farming and related activities such as forestry accounts for around 18% of GDP, and 

employ over half of available workforce. While traditional labor-intensive farms still exist, modern 

mechanized operations are growing and increasing the demand of agricultural machinery. 

The level of mechanization affects the productivity and growth of agriculture sector. In developing 

and underdeveloped economies, major workforce is engaged in agricultural activities and there is 

enough scope of mechanization to make agriculture profitable. The agriculture is becoming less 

profitable and workforce is shift toward secondary sectors, mechanization is the future of agriculture 

in India. The Indian agricultural machinery market volume has increased at a CAGR of 15.1% between 

2009 and 2013, with a total of 610.6 thousand agri-implements manufacturing units in 2013. The 

market's volume is expected to rise to 1,116.7 thousand units by the end of 2018, representing a 

CAGR of 12.8% for the 2013-2018 period. 

2.3 Cluster and its geographic spread 

The agriculture implements cluster located in Karnal is one of the oldest and prominent clusters 

manufacturing agricultural implements. Karnal is well connected with New Delhi and Chandigarh 

through NH-1 and is fastest emerging cities of Haryana, which gives additional advantage to 

agricultural machinery cluster. Most of these units are located in the Haryana State Industrial In and 

Infrastructure Development Corporation’s (HSIIDC) industrial estate. Karnal plays a major role to 

                                                        
2https://www.grandviewresearch.com/industry-analysis/agriculture-equipment-market 
3http://mospi.gov.in/ 
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cater country’s agricultural implements demand.  Karnal cluster being a manufacturer of agricultural 

implements has also contributed significantly towards Green Revolution in India. 

It has been reported that besides catering to a substantial national demand of a number of completely 

assembled/ fabricated agricultural implements, majority of local demand viz. 100 % of Hammer 

Forged Tynes, 70 % of other types of Tynes, 80 % of Cultivator Spring, 90 % of Forged Disc Plough 

Spindles, 100 % of Forged Trolley Hooks and 70 % of Harrow Disc is met by Karnal cluster based Micro 

Small and Medium scale manufacturers. These implements and components are also exported to 

North American, European, African countries besides Australia & other Asian Countries. 

Agriculture implement cluster has established network with thriving production and manufacturing 

houses and has also created linkages with national level organizations like Indian Council of 

Agricultural Research Units, National Dairy Research Institute (NDRI), National Bureau of Animal 

Genetic Research (NBAGR), Directorate of Wheat Research (DWR), Central Soil Salinity Research 

Institute (CSSRI), Sugarcane Breeding Research Institute, Indian Agricultural Research Institute etc. 

There is also a Regional Research Station of Haryana Agricultural University located in vicinity. 

2.4 Products of the Cluster 
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Trolling Herro Herro Frame 

Cultivator Spare Part 

Cultivator Tyne 

Phale for Cultivator 

Herro Disc Thriller Sub Assembly 
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2.5 Products of the Cluster 
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3. Diagnostic Study Findings 

3.1 Cluster Actors and their role 

Many support institutions and agencies such as industry associations, government agencies, 

academic/ R&D institutes, financial institutions, BDS providers etc. are situated within and outside 

the cluster. These institutions and agencies play a key role in developing the cluster and complement 

initiatives for the cluster. The key stakeholders of Karnal Agricultural Implements cluster are: 

A. Government Bodies 

► District Industries Centre (DIC)  

DIC is the most important government stakeholder for the cluster. The office of DIC comes 

under the Dept. of Industries and is headed by the Joint Director who is assisted by assistant 

directors and technical field officers. DIC promotes and routes subsidy to micro and small 

enterprises in the region. The Mini Cluster Scheme under which the agri implements want 

to set up a CFC will also be implemented through the DIC office. The Karnal DIC is actively 

promoting cluster development in the district and also helps the local units register under 

Udyog Aadhar Memorandum (UAM). It would play a key role in project implementation. 

► MSME-Development Institute (MSME-DI), Karnal 

MSME-Development Institute, Karnal is a field office of the Development Commissioner 

(MSME), Ministry of MSME, New Delhi, which is an apex body for formulating, coordinating 

and monitoring the policies and programmes for promotion and development of MSMEs in 

the country. MSME-DI provides a wide range of extension / support services to the MSMEs 

in the state.  

► Haryana State Infrastructure & Industrial Development Corporation (HSIIDC) 

HSIIDC is an autonomous body set up by the Government of Haryana in 1967, 

headquartered at Panchkula. HSIIDC has been playing a progressive role in the industrial 

development of various districts of Haryana. Over the years, it has greatly accelerated the 

pace of its activities by facilitating land allocation to industries, creating industrial areas 

and developing required infrastructure. Entrusted fundamentally with the task of 

establishing industrial areas, HSIIDC has also taken the responsibility of providing continued 

assistance to the units which come up in these industrial areas. HSIIDC provides a total 

package of assistance at a single point to the entrepreneurs and disburses incentives of 

behalf of State Government. The proposed CFC is located in HSIIDC Industrial area and has 

provided necessary clearances for Agricultural Implements cluster, Karnal. 

► National Small Industry Corporation Ltd. (NSIC) 

NSIC headquartered at Okhla, Delhi and with offices at Faridabad, Gurugram, Bahadurgarh, 

Ambala and Panipat in Haryana provides assistance to MSEs on raw material assistance, 

tender marketing and Government Purchase Programme. It also organizes industry fairs in 

different locations on regular basis and is critical to access Government institutional 

markets. Its composite loan schemes, skill up gradation, government purchase and 

marketing assistance programmes shall be coupled with cluster firms to provide them 

additional benefits. 

 

B. Industry Associations 
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► Karnal Agricultural Implements Manufacturers Association (KAIMA) 

This Association has emerged as a front runner for the entrepreneurs of the Karnal. The 

Association plays a very constructive role by creating the right rapport between the 

industry and the Government. Besides, helping the industry in terms of getting their views 

across to the Government and addressing individual company’s grievances, the Karnal 

Agriculture Implements Manufacturers Association is also involved in various Corporate 

Social Responsibilities like Environment, Sports, Cultural, Rural Education, Blood Donation 

camp etc. KAIMA shall also act as SPV to set up the CFC under the Mini Cluster scheme.  

► Haryana Chamber of Commerce & Industries, Karnal Chapter (HCCI) 

HCCI is the apex industry association of the MSMEs of Haryana and has presence in all major 

industrial districts of Haryana.  HCCI raises and addresses the problems faced by industries 

in the state in a coordinated manner through its chapters. It also liaisons closely with the 

State and the Central Government to raise its concerns for development of industries in the 

state in a collective manner. It has a chapter in Karnal district that takes care of the interest 

of MSMEs of Karnal.  

C. Educational Institutes 

► Northern Region Farm Machinery Training and Testing Institute, Hisar  

This institute was setup under Ministry of Agriculture to propagate agricultural 

mechanization through imparting training on repair, maintenance and operation of 

agricultural machinery. Later the institute was also assigned the task of testing of agricultural 

equipment and machinery. The various agricultural equipment are tested as per BIS 

guidelines to assess the suitability under different agro climatic conditions. The institute is 

recognized to test combine harvester by Ministry. The training courses are being organized 

for user level, technician level and managerial level persons. Need based course are also 

organized. The institute is equipped for various workshops, imparting on the job trainings 

and demos, audio-visual facility etc. 

 

► Department of Farm Power and Machinery 

This is one of the most important departments of College of Agricultural Engineering and 

Technology under Agriculture University of Haryana. The college runs 4 year graduation 

program in technology and agriculture engineering, post graduate programs in technology, 

farm power, machinery, soil and water engineering. Research projects of the college include: 

a) Development, testing and popularization of implements in Haryana State 

b) All India Coordinated Research Project on research and development of farm 

implements and their adoption under actual field conditions in the state of Haryana. 

The Department has done pioneer research and extension work for giving a boost to farm 

mechanization in the state. The salient achievements of department include: 

a) Developments / promotion of bullock drawn machines like land preparation, land 

levelling, Stubble collector cum planter, mustard drill, seed cum fertilizer drills, 

weeding machines 

b) Developments / promotion of Tractor operated machines i.e. rotavators, puddlers, 

high clearance weeders, high capacity crop threshers, paddy trans-planters, automatic 

sugarcane planters, ridge seeders/bed planters, potato planter & digger etc. 
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► Central Institute of Agricultural Engineering, Bhopal (CIAE)  

CIAE was established in 1976 to address research issues related to agricultural engineering. 

Initially, research and developed work related to farm machinery, post-harvest technology 

and energy in agriculture, were taken up. Keeping with functional utility, the divisions at 

the Institute were reorganized and two additional divisions namely Agro Industrial 

Extension and Instrumentation were created during VII plan.  Institute has number of well-

equipped research laboratories in the areas of agricultural engineering a threshing yard for 

farm equipment testing and evaluation, a Model Agro-Processing Centre for demonstration 

of processing activities to farmers and entrepreneurs and two well-equipped workshops and 

prototype production centre. 

D. Banks / FIs 

► Haryana Financial Corporation (HFC) 

Haryana Financial Corporation, based in Chandigarh was promoted jointly by the Government 

of Haryana and the Industrial Development Bank of India (IDBI). HFC has been approved by 

SEBI as a category-I merchant banker. The corporation’s activities include merchant banking, 

trade finance, lease finance and term lending. The corporation has diversified its range of 

financial services to include no-fund-based assistance in the form of guarantees, letter of 

credit and forex services.  

► Small Industries Development Bank of India (SIDBI) 

SIDBI has been sincerely supporting cluster development initiatives in the State. SIDBI 

extends assistance directly as well as through primary lending institutions- FIs/Industrial 

Investment Corporations. SIDBI has been assisting the entire spectrum of SSIs and also 

Medium scale industries under various schemes tailored to meet the requirements of setting 

up of new projects, expansion, diversification, modernization and rehabilitation of existing 

units. Some related schemes such as the CGTMSE as well as the CLCSS are yet to be twinned 

with requirements of cluster firms.  
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 Figure 2: Key Cluster Actors 

 

There are a number of other service providers and institution in locations such as the NCR, other 

areas of Haryana whose roles are being adequately coupled with those of the cluster firms. These 

include: 

3.2 Cluster Turnover, Market and Employment 

The agricultural implements cluster of Karnal comprises of about 110 enterprises involved in 

manufacturing a variety of spares. The cluster is highly export oriented with over about Rs 150 crore 

worth of products being exported to Europe, Africa, Asia and the U.S.A. The core cluster firms are 

supported by a range of disc manufacturing, casting and paint manufacturing units as well as 

importers and traders of raw material and finished products.Turnover and export of cluster during last 

five years is as follows: 

Table 1: Turnover of Karnal Agti Implements cluster 

S. 

No. 

Financial Year Turnover of Agri Implements 

cluster (in Rs. crores) 

Export of Agri Implements 

cluster (in Rs. crores) 

1 2015-16 650.00 150.00 

2 2014-15 600.00 135.00 

3 2013-14 560.00 110.00 

4 2012-13 520.00 90.00 

5 2011-12 470.00 70.00 

Source: KAIMA 
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NSIC, HPCB

Industry 
Associations

HCCI, KAIMA, 

Key Manufactuers

Subash Steels, Beri 
Udyog Private Limited, 
Pratap Iron Works, Jeet 
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RTC, NISST, PPCD, 
& CIAE
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Testing Labs, 
SIDBI, PNB & HFC
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The enterprises in the cluster essentially cater to the local and national market for agriculture 

implements with increase in exports from Rs.70 crores to Rs. 150 crores.  

The cluster is amongst the fastest growing ones in the sector. Of the 71enterprises in the cluster 

about 61units have turnover in the range of Rs.10 crore, 6units in the range of Rs.10-20 crores and 

about 2of them are have turnovers above Rs.50 crore and even up to Rs.125 crore in some cases. 

The cluster has an annual turnover of about Rs.650 crore. These firms provide direct as well as 

indirect employment to about 8000 persons in the District. 

The enterprises are supported by a number of trading units as well as other supporting enterprises. 

Details of enterprises in the cluster are provided in the table below: 

Table 2: Cluster Data 

Number of MSME 

Firms 

Existing MSE (predominantly micro-sized) units: 71 

- About 8 units are forging units, 10 units are spring 

manufacturing units, 4 units in shovel and 10 units in disc 

manufacturing, remaining 40 units in complete implements 

manufacturing. 

- Large units in the cluster have a total turnover of around 

Rs.350 Crore 

Average Investment 

per Unit 

Investment in equipment is about Rs.15 Lakhs with 62 micro 

units and around 9 enterprises with 2 crores. 

Important raw 

material sourced 

from within the 

cluster / adjacent 

regions 

Discs, channels, angles, flats, springs wires, rounds, squares 

etc. are the main raw materials and all are procured from 

Gobindgarh Mandi, Ludhiana in Punjab; Vizag in 

Vishakhapatnam; Raipur, SAIL and TATA 

Average turnover per 

unit 

The 110 cluster units, therefore an annual turnover of about 

Rs. 650 crore or an average of about Rs. 8.9 crore per unit 

Average export per 

unit 

Presently the percentage of exports is much less in 

comparison to domestic share. Presently the export turnover 

of the cluster is about 125-150 crore. 

Average manpower 

per unit 

Total number of employment with 110 units is 2200. 

Therefore, average manpower per unit is 22. 

(Total 2200 directly employed in MSE units and 5800 

indirectly employed) Total around 8000 direct or indirect 

employment. 

 

Presently, the cluster is the national hub for manufacturing of agriculture implements. Units of the 

cluster supply finished agri-implements and spares across various locations in India and has 50% of 

domestic market share of agriculture implements market. Clients of the cluster include John Deere, 

Escorts, Same Deutz Fahr, Mahindra, Eicher etc. Most popular products of the cluster are Disc 

Plough, Disc Harrow, Disc Ridger, Cultivators, Rotary Tillers, M.B. Plough, and Sub-Soilers etc. 
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3.3 Product Portfolio 

Products manufactured in the cluster include: 

1) Primary Tillage Equipment: Implements used for opening and loosening of the soil are known 

as ploughs and are used for primary tillage. Types of ploughs manufactured in the cluster are: 

• Disc Plough 

• Mould Board Plough 

• Reversible Plough 

• Sub-Soiler (Ripper) 

2) Secondary Tillage Equipment: Secondary tillage, to improve the seedbed by increased soil 

pulverization, to conserve moisture through destruction of weeds, and to cut up crop residues. 

This is accomplished by use of various secondary tillage implements such as: 

• Cultivator/ Tiller-Rigid & Spring loaded for different Tractors 

• Disc Harrow-Trailing & Mounted type (Notched & Plain Disc) 

• Rotavator/ Rotary Tiller-Chain & Gear drive 

• Rotary Slasher/Shrub Master 

• Disc Ridgers/ Bund Former/ Doll Maker 

• Ridgers/ Channel Former 

• Terracer Blade/ Land Leveller - Straight & Reversible 

• Paddy Harrow 

• Paddy Peddler 

• Cage Wheel 

• Laser Levellers including Bucket 

3) Sowing Implements: Various types of sowing implements manufactured in the cluster are: 

• Seed Drill 

• Seed cum Fertilizer Drill 

• Zero Tillage Machine 

• Sugarcane Planter  

4) Harvesting implements: Straw Reaper etc. are also produced in the cluster. 

5) Post-harvesting implements: Various post harvesting implements manufactured by firms in 

Karnal agricultural implements cluster are: 

• Wheat Thrashers 

• Paddy Thrashers 

• Maize Thrashers 

• Winnowers 

6) Transportation equipment: like tractor trailers (regular and with hydraulic jack) are also 

produced by few big firms. 

7) Besides manufacturing complete products, many small firms manufacture small parts and 

components which are in turn assembled by large firms to produce the finished product. Few of 

these components are given below: 

• Tynes-Hammer forged, Press forged & Profile cut for Cultivators/Tillers/Seed Drills 

• Springs (Tension Type) for Cultivators/Tillers 

• Shovels/Chisel Blades for Cultivators/Tillers/Rotavators 

• Disc (Plain & Notched) for Harrows/Ploughs 

• Spindle for Disc Ploughs 

• Springs (Compression Type) for Ploughs 

• Hook for Tractor Trailers 
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3.4 Manufacturing Process 

The main raw materials required in production process are mild (structural) steel section, e.g. Flats, 

Angles, Channels, squares, Pipes, Plates, Rounds, BP sheets, CR sheets, etc. 

Agricultural Implement has a wide gamut of products. All the implements have different functions, 

design and configuration, e.g. Cultivator has no moving parts at all; harrow has low speed moving 

discs, mounted on an axle; seed drills and rotavators also have some low medium speed moving parts; 

whereas reapers and thrashers have high speed moving parts. Therefore, there is no generic 

manufacturing process sequence for each product.  

The typical production process of agriculture implements does not involve any highly technical 

operations. Some of the important operations involved for most of the agricultural implements are: 

Shearing, Cutting, Pressing, Gas Cutting, Sheet Metal Fabrication, Welding, Turning, Grinding and 

Painting etc. However, some degree of specialization is required in manufacturing of components 

such as harrow disc, cultivator tyne and cultivator spring or cultivator shovel. Simple machines such 

as welding sets, power presses, lathes, drilling machines are sufficient to produce majority of the 

implements.  

Operations involved in the manufacture of individual components are: Forging, Heat Treatment, Hot 

Forming, Spring Coiling, Pickling, Turning, Drilling, Punching etc. Since there are a variety of 

agriculture implements manufactured in the cluster, the manufacturing operations for various 

components and implements are different. However, some degree of specialization is required in 

manufacturing of components such as thrasher, cultivator tyne and cultivator spring or cultivator 

shovel. Production process for these is shown below: 

Figure 3: Manufacturing Process of Cultivator 
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Figure 4: Manufacturing Process of Thrasher 

 

Figure 5: Manufacturing Process of Tyne 
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The manufacturing also involves inspections at various stages till they are finally assembled and 

packed as per the Quality assurance standards/plans. 

3.5 SWOT Analysis 

SWOT analysis based on various aspects relevant to the proposed CFC has been undertaken: 

3.5.1 Markets 

Table 3: SWOT Analysis: Markets 

Strengths Weaknesses 

► Strong presence in domestic market   

► Haryana and adjoining states are agrarian 

economies and have good demand of agri-

implements  

► Major market within 1000 to 1500 km. 

distance   

► Good Transport linkage-National Highway No, 

1, State Highway and Railways 

► Purchase by State Govt. Agriculture 

Departments and Corporations for further 

supply to farmers. 

► Seasonal market for different products, 

therefore, longer off seasons for majority 

units that are confined to narrow product 

range   

► Sale is mainly directly connected to the sale 

of new tractors in the country 

► Implements have normally long life, 

therefore, the replacement sale occurs to the 

tune of 10 to 15%   

► Payment is not prompt from dealers/traders 

due to stiff competition   

► Lack of knowledge of export marketing / 

documentation.   

► Lack of brand image 

► Cut throat competition on price at the 

expense of quality 

► Inadequate information of changing 

techniques of farming 

Opportunities Threats 

► Possibility of export to neighbouring 

countries like Nepal, Pakistan, Bangladesh, 

Sri Lanka.   

► Enterprises can join hands together for 

International marketing, Brand Building and 

participation in Trade Fairs 

► Globalization can usher tremendous market 

potential for competitive firms 

► Quality and productivity can be the rule 

changers of the game. 

► Strong competition from international player 

entering domestic market and other places 

within the domestic market 

► Italy, Belgium & Spain are strong in this trade 

in the International market   

► Overseas importers change their sourcing 

country. 

 

 

 



DPR – CFC for Agricultural Implements Cluster in Karnal 

 Page 31 of 181 
 

3.5.2 Inputs Availability 

Table 4: SWOT Analysis: Inputs Availability 

Strengths Weaknesses 

► Availability of main components i.e. 

cultivator Tynes, springs and harrow disc. 

  

► Availability of castings from nearby 

Kaithal and other working parts for 

thresher and Seed Drills etc. from within 

the vicinity of Punjab.   

► Major raw material structural steel supply 

from nearby Mandi Gobindgarh. 

► TATA & SAIL sales offices in 

Delhi/Faridabad are an advantage. 

► Local non-availability of sufficient casting 

parts and moving parts like gears/shafts 

and sub-assemblies.   

► Cluster is solely dependent on Mandi 

Gobindgarh for supply of structural steel 

that too through commission agents.   

► No testing of raw materials and 

components.   

► No structured system of quality control 

Opportunities Threats 

► Competition going to make availability of 

inputs cheaper and sufficient. 

► Price escalation in steel. 

 

3.5.3 Skill and HR 

Table 5: SWOT Analysis: Skill & HR 

Strengths Weaknesses 

► Semi-skilled workers needed.   

► Most work is easily learnt on the job.   

► Non-presence of any other strong major 

engineering segment, where worker can 

migrate. 

► No skill development training programme / 

facility for workers in the pipeline.   

► Cluster usually depends on under qualified 

Tool and Die makers having no facility / 

Ability to upgrade their knowledge 

Opportunities Threats 

► Increased awareness likely to increased 

skill base of workers. 

► Unemployed youth can be trained easily. 

► Skill base needs up-gradation to adapt new 

techniques. 

 

3.5.4 Technology 

Table 6: SWOT Analysis: Technology 

Strengths Weaknesses 

► Medium Investment & low accuracy 

machinery. 

► Low level of technological development.  
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► Technology Infrastructure available. 

► Labor intensive & not high-tech. 

► Demonstration effect very easy. 

► Unscientific method of heat treatment of 

tooling. 

► Problems with quality, aesthetics & finish 

Weak presence of BDS providers. 

Opportunities Threats 

► Lot of scope for technology up gradation. 

► Creation of technological awareness 

among entrepreneurs will create 

technology base to enter into new areas.  

► Possibility of establishing Common 

Facility Centre. 

► Low level of technology development. 

► Cost effectiveness is must with 

modernization. 

► Technology is ever changing process. 

3.5.5 Innovation Capacity 

Table 7: SWOT Analysis: Innovation Capacity 

Strengths Weaknesses 

► Ability to develop (copy) the new products 

as per customer requirement. 

► Flexibility in choosing other products in 

the range due to similar manufacturing 

operations. 

► Hardly any significant change in marketing 

methods. 

► Low level of development in process  

► Traditional method of production. 

Opportunities Threats 

► Presence of ICAR institute like IARI, DWR, 

Sugarcane Research Centre, HAU 

Regional centre, PUSA institute, PAU and 

Pant Nagar University, NIT and Local 

Engineering College may provide 

opportunity in Technology and process 

implement. 

► Innovation required in every facet of 

business operation 

► Advent of newer methods and technology 

of farming. 

3.5.6 Business Environment 

Table 8: SWOT Analysis: Business Environment 

Strengths Weaknesses 

► Medium investment in plant & machinery   

► Weak presence of other industries, 

entrepreneurs interested in 

manufacturing activity finds no easy 

alternate for investment. 

► Competition is increasing from the local 

fabricators / Manufacturing at other 

places.  

► Unprofessional way of managing 

enterprises 

Opportunities Threats 

► Progressive and innovative enterprises 

have the ability to grow and meet 

requirement of export market as the 

► The changing business environment is 

always a problem for less enterprising 

firms. 
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developed countries may not like to enter 

in the low tech segment. 

► New generation don’t find the line 

fascinating due to labour intensive and 

toiling working conditions. 

3.6  Major Issues / Problem Areas of the Cluster 

The following table summarises some determinants of competitiveness, viz., availability of raw 

material, manpower, power, basic and specialised industrial infrastructure, support enterprises and 

institutions and demand conditions. The range of interventions under the circumstance is also 

presented: 

Table 9: Competitive Determinants, Cluster Circumstance & Recommendations 

 Competitiveness 

Determinants 
Cluster Circumstance and Options 

 Factor Conditions 

1. Lack of adequate 

equipment 

There are typical small tool rooms in the cluster which have only 

conventional lathes, milling, shaper and surface grinder, drill and a traub 

machine (in pipe cutting units); very few facilities have even 3 axis 

equipment. Activities related to wire cut, EDM, VMC etc. are pursued only 

by a few large units (for captive use). Availability of precision equipment in 

the cluster is very less.  

Electric Discharge Machining (EDM) & Wire cut: MSE cluster firms do not 

have access to wire cut and EDMs. Basic EDMs have higher rejection levels 

in jobs due to poor accuracy while cutting metal. Outsourcing of 

manufacturing of dyes has to be done from the nearby regions which 

increase the time lag by 4-6 days. While such a project is required by every 

member of the cluster extensively, any individual Micro industry with the 

Agri cluster may not be able to support such an investment. So, the support 

in the form of grant is required from the Govt. for the successful 

implementation of such projects. 

2. Raw material 

availability, prices 

and quality 

Critical raw material used in the manufacturing of agriculture implements 

as well as components comprise structural steel, i.e. Angles, Channels and 

Flats of various thickness and sizes. A little quantity of High Carbon Steel is 

also required for shovels of ploughs. Main source of supply of this raw 

material is Mandi Gobindgarh, the steel town of Punjab at a distance of 130 

kms from Karnal. Material procured from Gobindgarh is mainly untested as 

availability of tested material in Gobindgarh is very less. A very few 

progressive units who have built up their brand image are also procuring 

tested raw material from SAIL, TATA and VIZAG. Untested material from 

Gobindgarh is usually in the range Rs. 45/ kg whereas the tested material 

costs a rupee more (around Rs. 46/kg). However, the tested material 

(EN8,9,24,31,42) from SAIL, TATA etc. costs around five rupees more (Rs. 

51/kg) than the one from Gobindgarh. 

Raw material for various types of components and implements: 

Thresher and seed drill: Sheet of commercial quality CR/BP with less 

consideration for quality parameters is used as raw material for thresher 

and seed drill. 
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Harrow Disc: High carbon billet sheet EN-42 is used as raw material and is 

mainly procured from SAIL. 

Cultivator Tyne: Raw material for cultivator tyne is procured from 

Gobindgarh in the form of flats and is easily available. 

Cultivator Springs: Spring steel wire is used as raw material for cultivator 

spring and is mainly supplied by TISCO and Usha Martin Ltd. having 

monopoly in the market. 

Shovel: Raw Material for shovel is scarp (broken) leaf spring from 

automobiles manufactured at Karnal and Khatauli. 

Harrow: Cast spool for harrow is mainly procured from Kaithal. 

Forging and Press tools: Raw material for forging and press tools is 

purchased from Ludhiana or Delhi as there is not much developed 

engineering industry at Karnal. 

Paint used for the agricultural Implements is generally local made. There 

are around 5 to 6 paint manufacturing units providing satisfactory quality 

for domestic market product. However, for export quality implements, 

paint of reputed manufacturers is available from local market. 

As far as is concerned for Structural Steel from Mandi Gobindgarh or 2nd 

grade rail from SAIL, owing to limited suppliers and absence of any testing 

laboratory at approachable distance, and alternate source of supply, they 

are compelled to accept and use whatever is supplied by Gobindgarh 

suppliers. Therefore, due to inconsistency in material quality, products are 

not well accepted in the international market. However, spring wire is 

procured from main producers along with the test certificates. 

Common buying and testing facilities, if possible, may contribute to cut 

down the raw material cost to a significant extent. Even another nearby raw 

material market of Muzaffarnagar can also be tapped by forming some hard 

networks (Consortia’s) in order to get advantage of economy of scale 

through common buying.  

3. Manpower skills 

and availability 

There is acute shortage of labour in the cluster. Generally semiskilled 

workers are required. Some experienced technicians/ supervisors are also 

employed. However, owing to rough nature of job, without much 

dimensional accuracy & precision, very few qualified engineers like to adopt 

this line as their carrier. This is one of the main reasons for less innovation 

and backwardness of the cluster. Currently around 80% of the employed 

labour is unskilled/ semi-skilled. 

4. Access to capital 

and financial 

resources 

Enterprises usually keep ready stock of components and materials for 

sudden demand and off take during crop season (Rabi & Kharif) which 

involves lot of funds. Banks are generally liberal in providing working 

capital. The export oriented units are effectively utilizing the export credit 

facilities. Around 9 cluster units have been assisted by banks for Credit 

Linked Capital Subsidy Scheme (CLCSS). There is a scope for greater 

industry-institution linkages. 

5. Availability of 

specialized and 

The HSIIDC estate in Karnal has already established roads and water and 

sewerage network in industrial area. However, there is scarcity of power in 

the estate and HSIIDC is progressively improving the supply capabilities of 

power facilities to units. Further, assistance in terms of HSIIDC industrial 
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basic industrial 

infrastructure 

land for specialized common facilities shall boost the growth of MSMEs in 

the long term. 

 Demand Conditions 

1. Market size and 

growth 

The Karnal cluster is situated in agriculturally rich belt of Punjab, Haryana 

and Western UP. The demand from nearby areas strengthen the cluster 

units. Other developing states like Rajasthan, Gujarat, MP, Maharashtra, 

Eastern UP and Bihar are also approaching these units of Karnal for 

procurement of agri-implement, owing to the economic cost of implements. 

Some manufacturers have recently started fabrication and assembly of 

implements in these states locally. They procure the components from 

Karnal and other places and save on the transportation cost of assembly. 

With standardized and precision equipment and advanced designs, Karnal 

can increase its domestic market share from present 50% to 70%. Also the 

export market can go up to 12% from current 7% share of total exports from 

India. Export Consortia can be formed to ensure brand building, 

participating in international fairs, negotiating with buyers and compete 

with other countries on quality and price fronts. 

 Support enterprises and institutions 

1. Related enterprises  The cluster has around 5-6 paint manufacturing units which supply paint to 

all implements manufacturers. 

2. Support Public and 

Private Service 

Providers  

There are trading units as well which are either trading in components of 

agricultural implements or getting order of some implements & supply after 

getting the same manufactured as per their / customers’ requirements. 

There are hardly three to four units in each category. Few tool and die 

makers with much unorganized set up also exist in the cluster. 

3.7 Gap Assessment / Rationale for Setting up of CFC 

A diagnostic study of the cluster was undertaken, based on which gaps were identified. These gaps 

would be addressed by the CFC.  
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Figure 6: Gap Assessment / Rationale for CFC 

In the context of the cluster at Karnal, the critical constraints experienced by agriculture implements 

manufacturing units are their limitation in designing of products, fabrication of dies and moulds for 

production of the implements or its components and testing of raw material and finished product. 

 

Lack of Tool Room Facility: 

• Karnal Agricultural Implement cluster has inadequate tool room facilities and are dependent 

on tool making facilities in Ludhiana and Faridabad. This leads to increased cost and longer 

production cycles.  

• Unavailability of such facilities has resulted in lack of innovation in product designs. Lack of 

diversification of products has resulted in decreasing domestic market share from 60% to 

50% in the last decade besides low presence in international market.  

• Entry of international players in domestic market such as Lemken in Gujarat is further 

affecting the domestic market share. The cluster is gradually losing its initial advantage of 

being the only agricultural-implement manufacturer.  

• The cluster is required to implement advance manufacturing techniques with advance tools 

for faster production of quality implements customized as per market demand. Lesser 

rejection and better finish may be realized by appropriate levels of upgrading and automation 

in manufacturing process. 
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Lack of Testing Facility 

• With regards to testing, the cluster units mainly procure untested products from Mandi 

Gobindgarh. The lack of accredited testing laboratories in vicinity and higher costs has 

resulted in use of untested raw material by MSMEs units. Therefore, from quality 

improvement perspective, this is one of the core facilities required in the cluster to cater to 

improved standards of agricultural-implements market.  

• Testing of finished goods is also essential for achievement of cluster development objective. 

3.7.1 Cluster Requirement - Tool room and testing facilities 

The critical findings may be viewed in terms of unfavourable value-chain circumstances in terms of 

tool room facilities, testing of raw material and finished products etc. 

Tool Room operations: Equipment in typical MSEs comprises investment in the range of Rs. 50lakhs 

to maximum of Rs. 200 lakhs. Typical small tool rooms in the cluster have only conventional lathes, 

milling, shaper and surface grinder, drill and a traub machine (in pipe cutting units); very few facilities 

have even 3 axis equipment. Activities related to wire cut, EDM, VMC etc. are pursed only by a few 

large units (for captive use). Availability of precision equipment in the cluster is very less. MSE cluster 

firms do not have access to wire cut and EDMs. These EDMs have higher rejection levels in jobs due 

to poor accuracy while cutting metal. Presently, many wire EDM jobs have to be outsourced to 

Ludhiana and Faridabad. 

With introduction of tool room facilities in the cluster, the turnover of the cluster is expected to 

increase annually by 30% as against current growth rate of 20%. Also, the export turnover is expected 

to increase by 30-40% mainly due to small base. 

Testing Facilities: Evidently, there are also gaps in terms of testing facilities both for raw material 

and finished products. Raw material for the production needs testing in terms of chemical 

composition, hardness, finish, geometrical dimension and micro structure. The entrepreneurs are 

not aware of the methods and procedures adopted for inspection of their raw material. The cluster 

firms need to manufacture standardized and tested products to compete with international 

counterparts. Therefore, a testing facility is necessary for overall quality improvement of products. 

The diagnostic study also mentioned improvement in manufacturing process and quality by the way 

of CFC interventions. Standardization of manufacturing process is the need of the cluster units to 

improve the quality and automate the manufacturing processes. However, units have come a long 

way from the time during last few years and present manufacturing process has evolved a lot. 

Introduction of testing and tool room facilities through CFC will help cluster firms achieve required 

standardization and precision resulting in overall quality improvement. 

3.8 Projected Economies of Scale and Growth Potential, Expected Performance 

of the Cluster after the Proposed Intervention 

Micro and small units of the cluster have small tool rooms with conventional lathes, milling, shaper 

and surface grinder, dril and a traub machine (in pipe cutting units); some units also have3 axis 

equipment. Due to unavailability of testing equipment, samples are sent to testing labs in NCR which 

increases the lead time and cost of production. In this context, the proposed Common Facility Centre 

(CFC) is expected to help cluster firms unleash p otential to offer a range of agricultural implements 

to existing industrial customers and retail consumers. This shall also help cluster units increase their 

competitiveness and access to new markets (both India and overseas) thereby ensuring sustainability 

and growth of the cluster. 



DPR – CFC for Agricultural Implements Cluster in Karnal 

 Page 38 of 181 
 

 

 

 

 

 

 

 

 

 

 

 

   

Diagnostic Study 
Recommendations 
 



DPR – CFC for Agricultural Implements Cluster in Karnal 

 Page 39 of 181 
 

4. Diagnostic Study Recommendations 

Based upon the diagnostic study report and subsequent discussions with various cluster stakeholders 

and members of Karnal Agricultural Implements cluster during formulation of this Detailed Project 

Report (DPR), hard interventions in the form of CFC was proposed to enhance competitiveness of 

cluster units. The interventions have been proposed under mini cluster development scheme of 

Government of Haryana to ensure growth of these units in Karnal. The recommendations for both 

soft and hard interventions have been elaborated in subsequent sections.  

The DSR was prepared under the MSE CDP scheme of GoI and was approved by the 25th Steering 

Committee of MSE CDP, GoI on 28.01.2011 (Refer Annexure I for Minutes of the Meeting). The 

cluster members did not pursue further under the MSE CDP scheme. The cluster members wanted to 

implement the project with the notification of state mini cluster development scheme.  

Cluster enterprises have also been undertaking several soft interventions (before, during and after 

the DSR) on their own and have been active in enhancing their awareness and exposure. The units 

have conducted several awareness programs and trainings in collaboration with DIC, Karnal, Design 

clinic, Lean manufacturing consultants and BDS providers. They have also conducted exposure visits 

to other clusters, participated in national and international exhibitions and facilitated UAM 

registrations. 

4.1 Soft Interventions Recommended and Action Taken 

1. Capacity Building and Awareness Generation: To build the capacities of cluster units and 

generate awareness among stakeholders regarding cluster development (collective 

approach to address their issues) and benefits available to them in the form of cluster; some 

workshops/group discussions/exposure visits/ meetings conducted, the details of which are 

provided below: 

 
► Member Meetings: Cooperation and trust building among members is foremost for 

smooth functioning of the cluster and SPV. Members of the cluster were informed about 

the registration of the cluster and identification of building for the CFC. Members of the 

cluster raised their concerns during the meeting that were resolved by other members 

of the cluster.  

► Awareness Programme on Mini Cluster Development Scheme: A programme for 

awareness of SPV members of foundry cluster, Karnal on state mini cluster development 

scheme was conducted in March 2018. The EY team highlighted the major benefits of 

the scheme, steps of implementation and the application process. 

► UAM registration campaign: Many of the cluster members, who did not have UAM 

(Udhyog Aadhar Memorandum), got their unit registered under UAM. They have not only 

supported cluster members in online filling of UAM but also informed them about 

benefits of UAM. 

► Awareness Program on ZED: An awareness program has organised by the KAIMA with 

support from MSME-DI during the month of December 2017. Many cluster member 

participated in the program. The aim of the program was to provide the awareness about 

Zero Defect Zero Effect in the production process. 

► Awareness Program on GST (Goods & Services Tax): An awareness program has 

organised by the KAIMA during the month of May 2018. Many of the cluster members 

participated in the program. The aim of the program was to provide the effect of GST on 

current business scenario. 
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2. Exposure Visits: In order to enhance the exposure of cluster units on new and emerging 

technologies in the engineering cluster, a number of exposure visits were conducted. The 

objective was to gain technical knowledge and expertise required for making the cluster 

competitive. Additionally, recommendations for participation in trade fairs and exhibitions 

were made to cluster units to promote their products as well as witness innovative products 

being brought out in the market. The following actions were taken in this regard:  

► Meeting at M/s Jyoti Automation Ltd. at Ludhiana: Addressed by Sales Executive Mr. 

Harmit Singh, the industrial use of the different machines was empathized upon. Mr. Satish 

Nagar marketing executive, highlighted the wide gap in demand and supply of machine in 

manufacturing industries. 

4.2 Hard Interventions (Machines / Technology in the proposed CFC) 

The Common Facility Centre is to offer facilities related to tool room facilities and testing lab. CFC is 

envisaged to enhance competitive positioning of cluster firms and help them offer quality 

components and implements competitively. The purpose of establishing a CFC is mainly for: 

• Competitive market orientation of cluster firms 

• Enabling cost competitiveness, better productivity and quality in product manufacturing. 

• Value addition to products manufactured by cluster firms 

• Providing access to newer markets 

• Competitive import substitution 

The following machinery and equipment is proposed for the CFC: 

A. Machine Shop (Production and Design) 

1. Vertical Machining Center (1100x550x500): Vertical machining center is used for undertaking 

the process of vertical machining which relies on rotary cutters to remove metal from a work 

piece. It employs a vertical spindle that approaches work pieces mounted on their table from 

above and performs multi-axis machining operations, which facilitates cutting across the top of 

a work piece. This machine helps the cluster units for job work for their products. By establishing 

this machine under the banner of CFC, the cluster units are able to increase their production and 

reduce the wastage of material by helping in milling, drilling, boring, tapping, and performing 

other tasks without changing the attachment of the work piece. 

2. Laser Cutting 1250x2500x (1 to 10 mm): Laser cutting is used for industrial manufacturing 

applications to cut materials by directing the focused laser beam at the material, which then 

either melts, burns, vaporizes away, or is blown away by a jet of gas. Laser Cutting Machine offers 

high utilization for a CFC by leaving an edge with a high-quality surface finish. The cluster units 

are able do their job work with high precision and accuracy. It facilitates increased production by 

reducing the wastage of raw material in the cluster unit. They are able to cut flat-sheet material 

as well as structural and piping materials at the cluster units.   

3. Wire Cut: In Wire Cut Machine, a thin single-strand metal wire is fed through the work piece, 

submerged in a tank of dielectric fluid. It is used to cut thick plates and to make punches, tools, 

and dies from hard metals that are difficult to machine with other methods. The wire, which is 

constantly fed from a spool, is held between upper and lower diamond guide, which are centered 

in a water nozzle head. By establishing the machine in the CFC, the cluster units are able to do 

tiny machining work, abnormal shape groove or machining of standard defect in the field work. 

4. EDM: Electrical discharge machining is a manufacturing machine whereby a desired shape is 

obtained by using electrical discharges. Material is removed from the work piece by a series of 

rapidly recurring current discharges between two electrodes, separated by a dielectric liquid and 

subject to an electric voltage. One of the electrodes is called the tool-electrode, while the other 

https://en.wikipedia.org/wiki/Electrode
https://en.wikipedia.org/wiki/Dielectric
https://en.wikipedia.org/wiki/Liquid
https://en.wikipedia.org/wiki/Voltage
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is called the work piece-electrode. By establishing this machine under the banner of CFC, Cluster 

units are able to perform manufacturing processes because of its ability to create precise and 

unique shapes. 

5. Lathe: Lathe Machine rotates a work piece about an axis of rotation to perform various 

operations by holding the work piece in place by either one or two centers, at least one of which 

can typically be moved horizontally to accommodate varying work piece lengths. By establishing 

the Lathe Machine under the banner of CFC, cluster units are able to accommodate 

woodturning, metalworking, metal spinning, thermal spraying, parts reclamation, glass-working 

and shape pottery activities. It helps the cluster units to perform 

cutting, sanding, knurling, drilling, deformation, facing, and turning to create an object 

with symmetry about axis. 

6. Surface Grinding: Surface grinder is an abrasive machine in which a spinning wheel covered in 

rough particles cuts chips of metallic or non-metallic substance from a work piece, making a face 

of it flat or smooth. They are used to precisely finish and shape the given material with high 

surface quality and low surface roughness. By setting up a Surface grinder under the CFC, cluster 

units are able to remove relatively small amounts of metal to produce products with high 

accuracy which helps in providing a finishing effect. It is used to provide precision ground 

surfaces, either to a critical size or for the surface finish in the cluster units. 

7. CAD/CAM (Solid Works + Auto CAD): CAD/CAM uses computer software in the manufacturing 

of work pieces by assisting in all operations of a manufacturing plant, including planning, 

management, transportation and storage. Utilizing the CAD/CAM technology in the CFC helps 

the cluster units in creating a faster production process and components and tooling with more 

precise dimensions and material consistency. Further, it helps the cluster units to use only the 

required amount of raw material by minimizing waste, while simultaneously reducing energy 

consumption. 

B. Metal Testing Lab 

1. Spectrometer: Spectrometer is used for measuring wavelengths of light over a wide range of the 

electromagnetic spectrum. By setting up a Spectrometer under the CFC, cluster units are able to 

separate and measure spectral components of a physical phenomenon for analysis of 

components of field work. Spectrometer helps the cluster units to reveal the sample 

characteristics of the field work by monitoring the changes occurred during the interaction of 

incident light with the field work which can be transmitted, absorbed or reflected through the 

field work. 

2. Digimatic Height gauge: Height gauge is used for determining the height of objects and for 

marking of items to be worked on. The setting up of the Height gauge under the banner of the 

CFC helps in high-efficiency height measurement with the optional dedicated probe for the cluster 

units. It facilitates higher precision and increased accuracy in marking and measurement in the 

CFCs which helps in enhancing the quality of the products produced by the cluster by optimizing 

the manufacturing process. 

3. Rockwell Hardness tester HR 320MS: Rockwell Hardness tester determines the hardness by 

measuring the depth of penetration of an indenter under a large load compared to the 

penetration made by a minor load. While testing metals, indentation hardness correlates linearly 

with tensile strength. By employing a Hardness tester under the CFC, non-destructive testing of 

bulk metal deliveries can be done by the cluster units, which is of high economic importance. 

Rockwell Harness tester enables the cluster units to choose an appropriate material for 

application by the means of lightweight and portable equipment.  

https://en.wikipedia.org/wiki/Axis_of_rotation
https://en.wikipedia.org/wiki/Woodturning
https://en.wikipedia.org/wiki/Metalworking
https://en.wikipedia.org/wiki/Metal_spinning
https://en.wikipedia.org/wiki/Thermal_spraying
https://en.wikipedia.org/wiki/Pottery
https://en.wikipedia.org/wiki/Cutting
https://en.wikipedia.org/wiki/Sanding
https://en.wikipedia.org/wiki/Knurling
https://en.wikipedia.org/wiki/Drilling
https://en.wikipedia.org/wiki/Deformation_(engineering)
https://en.wikipedia.org/wiki/Facing_(machining)
https://en.wikipedia.org/wiki/Turning
https://en.wikipedia.org/wiki/Rotational_symmetry
https://en.wikipedia.org/w/index.php?title=Ground_surfaces&action=edit&redlink=1
https://en.wikipedia.org/w/index.php?title=Ground_surfaces&action=edit&redlink=1
https://en.wikipedia.org/wiki/Spectrum
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4.3 Activity flow vis-à-vis the CFC 

The activity flow vis-à-vis such a common facility may be visualised as follows: 

i. Activity by individual registered society members and cluster micro and small enterprises: 

• Procurement of raw material 

• Complete manufacturing of components and assembly of implements 

• Use of tools developed in the tool room to make better quality and standard products with 

intricate design and complex shapes 

ii. Operations within CFC: 

• Developing intricate tools through tool room services for advanced implements and 

improving existing components 

• Testing facilities which are not currently available in the nearby regions for ensuring 

quality of raw material used in components. 

4.4 Expected Outcome after Intervention (Long term vision) 

The cluster vision that has been progressively evolved is: 

“The agricultural-implements cluster of Karnal would evolve into a preferred base for Indian and 

global customers by means of standardization, technology up-gradation through modern tool room 

and quality improvement through testing facilities by the year 2018. The emphasis is on tapping 

national and global customer base by producing internationally competitive products.” 

The mission of the project is closely twinned with cluster vision: 

► Enhance productivity and efficiency in the agricultural implements manufacturing process by 

employing appropriate technology in the form of common facility. 

► Value addition to services offered to customers by manufacturing quality products and 

contributing to consumer satisfaction as well as improving performance of cluster 

enterprises. 

► Encourage cluster firms to cater the demand of large industries through integrated 

equipment envisaged in the CFC and benefit the firms of adjacent districts for regional 

development as agriculture implement manufacturing hub. 

The CFC fits into the long-term vision of the cluster in terms of enabling cluster enterprises improve 

quality and efficiency by means of appropriate tool room facilities and testing facilities. This in turn 

shall enable cluster firms to tap regional demand and increase export. The common facility is 

expected to enhance the levels of co-operation and joint-action amongst cluster stakeholders and 

SPV members to co-operate in the areas of marketing and procurement. The skill upgradation 

requirement of cluster manpower shall be met conducting training with help from equipment 

manufacturers and suppliers as part of additional service. 

In addition, mini cluster at Karnal will complement the efforts of State Government to promote 

clusters in the State and serve as a model for up gradation of micro enterprise clusters. 
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5. SPV for Project Implementation 

5.1 Special Purpose Vehicle 

The Karnal Agriculture Implements Manufacturers Association (KAIMA) was incorporated under 

Societies Registration Act, 1860 and is the largest association of industry stakeholders in the District. 

The association has taken the lead to evolve a project specific vehicle viz. cooperative society under 

the name and of KAIMA a Common Facility Centre. Member firms comprise micro-sized enterprises 

in the agricultural implements units. 

The project is to be implemented on public-private partnership schema through KAIMA Common 

Facility Centre. The Registered society for project implementation has been evolved by cluster 

stakeholders and support institutions through the catalysing role of the DIC, Karnal and MSME-DI. 

The Registered Society was incorporated in 2011 and includes about 71 members who are 

subscribing to the necessary equity base of the company.  The SPV registration certificate is attached 

as annexure-2(a). The members are largely micro-sized firms (registered units) involved in 

manufacturing of agricultural-implements. A few of them are potential start-ups in the segment. The 

MoA & Bylaws of the Society is attached as annxure-2(b). 

5.2 Shareholder profile and Shareholding mix 

The affairs of the Registered Cooperative society have been entrusted to the following management: 

Table 10: Governing Body of Society 

Sr. No Name Designation 

1 Sh. Partap Singh Aneja Advisor 

2 Sh. Ranbir Arora Advisor 

3 Sh. Ram Narayan Miglani Advisor 

4 Sh. Som Sachdeva Advisor 

5 Sh. Prem Katyal Advisor 

6 Sh. Raj Bajaj Advisor 

7 Sh. Roop Nariyan Chandra Advisor 

8 Sh. Daulat Ram Gaba Advisor 

9 Sh. Rajender Nagpal Chair Person 

10 Sh. Ravider Dhall President 

11 Sh. Ravi K Beri Sr. Vice President 

12 Sh. Inder Pal Singh Vice President 

13 Sh. Bhavuk Metha General Secretary 

14 Sh. Akshay Katria Joint Secretary 

15 Sh. Munish Gaba Treasurer  

16 Sh. Sanjay Kumar Legal Advisor 

17 Sh. Amit Chawla Auditor 

18 Sh. Anil Sehgal Executive Member 

19 Sh. Deepak Sachdeva Executive Member 

20 Sh. Lokesh Arora Executive Member 

21 Sh. Rahul Rajpal Executive Member 
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22 Sh. Rakesh Patni Executive Member 

23 Sh. Ramesh Aneja Executive Member 

24 Sh. Rippan Miglani Executive Member 

25 Sh. Sahil Dawar Executive Member 

26 Sh. Varun Aggarwal Executive Member 

27 Sh. Nitin Luthra Executive Member 

 

The management and registered society comprise agriculture implements manufacturing units, 

tillers and harrow manufacturing units, discs, cultivators, harrow, rotary tillers, tractor trailers 

manufacturing units etc. It therefore represents the diverse mix of cluster firms. This management 

will remain in office for a period of 2 years starting from 01.04.2017 to 01.04.2019 as per the 

constitution with provision for a change under President discretionary power. 

Table 11: List of SPV Members 

S.No. Contact person Name of Firm Address Mobile No.  UAN 

1 
Shri Ravinder 
Aggarwal M/s Aggarwal Udyog 9896691436 HR10A0001175 

2 Shri Jitender Rajpal 

M/s Harvest Agro Farm Equipments 
Pvt Ltd 
349-350/3, HSIIDC, Karnal. 9812082122 HR10B0002838 

3 Sh. Rahul Rajpal 
M/S Agri Till (India) 
Namastey Chowk, Karnal. 9812056070 HR10B0000481 

4 Shri Varinder Rajpal 
M/S Agrl. Tractor Corpn. 
Vill.Mangalpur, KP Rd.Karnal 9254101820 HR10A0001343 

5 Shri Randhir Singh 
M/s Ambey Agro Traders 
Khera Chowk,Jundla Gate, Knl. 9354103345 HR10E0001352 

6 Shri Amit Chawla 
M/s Asian Agri. Industries 
GT Road, Uchani, Karnal 9812087533 HR10B0000839 

7 Shri Arun Gupta 
M/s Auto Springs & Genl. Engg.co. 
Vill.Mangalpur, KP Rd.Karnal 9416335401 HR10B0001355 

8 Shri Manjit Babbar 
M/S Babbar Agro Industries 
314/3, HSIIDC, Karnal. 9215722292 HR10A0000006 

9 Shri Raj Bajaj 
M/s Bajaj Implements (P) Ltd. 
27, IDC Near ITI, Karnal. 9215941185 HR10B0001105 

10 Shri Rohit Katyal 
M/s Bharat Engg. Co. 
Sham Ngr. GT Road, Karnal. 9416034091 HR10B0001108 

11 Shri J.M.L. Patni 
M/s Bharat Industries 
Vill.Madanpur, GT Road,Knl. 9416085862 HR10B0000003 

12 Shri Rakesh Patni 
M/S Bharat Steel Discs 
316/3, HSIIDC, Karnal 9416482999 HR10A0001179 

13 Shri Udit Sharma 
M/S Udit Udyog 
309,Sector-3, Karnal 9050515122 HR10A0001207 
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14 
Shri Jatinder 
Sharma 

M/s Champion Krishi Udyog 
346/3, HSIIDC, Karnal 9416034176 HR10B0001165 

15 Shri Jaspal Singh 
M/s Darshan Singh & Sons 
Vijay Ngr. GT Road, Karnal. 9812168515 HR10A0001609 

16 
Shri Rajinder 
Luthra 

M/s Durga Springs 
181/3, HSIIDC, Karnal 9812024541 HR10A0000835 

17 Shri Rajesh Gaba 
M/s Gaba Agrl. Imp. 
273/3, HSIIDC, Karnal 9812594534   

18 
Shri Khusdil 
Kashyap 

Green Man Farm Equipments Pvt Ltd. 
Opp MSME office, Near I.T.I Karnal 9896761093 HR10B0000141 

19 Shri Japjeet Singh 
M/S Guru Nanak Krishi Udyog 
Namastey Chowk, GT Rd.Knl. 9416335452 HR10A0000834 

20 Shri Sumit Miglani 
M/S Haryana Agrl. Implements 
Sham Ngr. GT Road, Karnal. 9812067265 HR10A0004546 

21 Shri Rohit Malhotra 
M/s Hindustan ADV Axle Co 
Ranwar Road, Vikas Colony, Karnal 9354114619 HR10B0001211 

22 
Shri Rajesh 
Bhardwaj 

M/s Hi-Techo Engineers 
330/3, HSIIDC, Karnal 9416030638 HR10A0000016 

23 
Shri Nipun 
Bhardwaj 

M/s Hi-Techo Udyog 
Near Dheeraj Chappal, 
Ranwar Road,  Karnal 9671139219 HR10A0000663 

24 Shri Om Parkash  
M/s Indian Agrl. Imp. 
311/3, HSIIDC, Karnal 9215247117 HR10A0001212 

25 Shri Ranbir Arora 
M/s Indian Discs Corp. 
Delhi Bye Pass, T Road, Knl. 9671230000 HR10A0001214 

26 Shri Rajiv Mehtani 
M/s Indo Farm Implements 
341/3, HSIIDC, Karnal. 9254111001 HR10A0004500 

27 Shri Harish Juneja 
M/S Jai Kissan Agrl. Imp. 
340/3, HSIIDC, Karnal 9896219911 HR10B0001412 

28 
Shri Sat Parkash 
Aneja 

M/S Jeet Engg.Co 
189A/3, HSIIDC, Karnal 9215514446 HR10B0000825 

29 Shri Satish Dawar 
M/s Karna Udyog 
84, Vijay Ngr.GT Road, Karnal 9315175705   

30 Sr. Gurdas Singh 
M/s Karnal Agrl. Imp. 
Sham Ngr. GT Road, Karnal. 9354100783 HR10A0003728 

31 Shri Harish Dua 
M/s Sai Agro Traders 
508, Prem Nagar, Karnal 9813010038 HR10A0003301 

32 Shri Ravinder Dhall 
M/s Krishna Agro Industries 
G.T.Road, Karnal 9812033160 HR10A0001193 

33 Shri Rakesh Bjaj 
M/S Krishna Steel Industries 
340/3, HSIIDC, Karnal 9896219911 HR10B0001354 

34 Shri Rakesh Mehta 
M/s M.P.K. Agro Industries 
291/3, HSIIDC, Karnal 9813011177 HR10A0001102 
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35 
Shri Pawan Kumar 
Shri. Anil Maratha 

Machino Agriculture Implements 
Plot No 285/3,HSIIDC 8295650099 HR10B0001196 

36 
Shri Sanjeev 
Sharma 

M/s Madhav Agro  Ind. 
4,Sec.16 Rd.Khera Colony,Knl 9215522934   

37 Shri Aaditya Maan 
M/s Mahaganesh Agro Tech 
Bazida Road, Opp. Dunar Rice Mill 9467673017   

38 Shri Munish Gaba 
M/s Modern Agro Engg. Works 
351/3, HSIIDC, Karnal 9812019627 HR10A0001197 

39 
Shri Deepak 
Sachdeva 

M/S Modern Industries 
237/3, HSIIDC, Karnal 9416120200 HR10B0000014 

40 
Shri Dinesh 
Sachdeva 

M/S Modern Udyog 
237/3, HSIIDC, Karnal. 9416014200 HR10B0000018 

41 Shri Parveen Bansal 
Muskan Engineering Industries 
Plot No 165/3, HSIIDC 9896200531 HR10B0001225 

42 Shri Ashwani Matta 
M/s National Agrl. Imp. 
Meera Ghati, GT Road,Karnal 9812370008 HR10A0004824 

43 
ShriJatinder 
Sharma 

M/S Nirmal Agro Engg. Works 
346/3, HSIIDC, Karnal 9416034176 HR10B0001167 

44 Shri Ramesh Aneja 
M/s Partap Iron Works 
277-284/3, HSIIDC, Karnal 9215514446 HR10B0000824 

45 
Shri Parveen 
Rulyan 

M/s P.H.R Agro Industries 
Plot No. 313/3, HSIIDC 8295100470 HR10A0001559 

46 Shri Rajinder Bhalla 
M/s Piara Agro Industries 
Namastey Chowk, GT Rd.Knl. 9215709050 HR10A0001182 

47 Sr. Sarabjit singh 
M/s Piara Singh & Sons 
12,Vijay Ngr.GT Road, Karnal 9215536268 HR10A0005337 

48 Shri Ajeet Dawar 
M/s Punjab Agro Sales (India) 
120/5 KM Stone, GT Rd.Karnal 9416075113 HR10B0001059 

49 
Shri Parveen 
Kr.Dawar 

M/S Punjab Tr. & Spares 
315/3, HSIIDC, Karnal 9416062348 HR10A0001215 

50 
Shri Rajeev K. 
Dawar 

M/s Punjab Agro Industries 
345/3, HSIIDC, Karnal 9315465283 HR10A0000160 

51 Shri Roop Chandna 
M/S R.K.Agro Industries 
Namastey Chowk, GT Rd.Knl. 9416030433 HR10A0001244 

52 
Shri Varinder 
Kataria 

M/s Rajindra Agro Industries 
91/3, HSIIDC, Karnal 9813027001 HR10A0000030 

53 Shri Ravinder Goel 
M/s Romita Agro Industries 
301&302, HSIIDC, Karnal 9896237035   

54 
Shri Varun 
Aggarwal 

M/S S.P.Industries 
343/3, HSIIDC, Karnal 9812009088 HR10B0001245 

55 
Shri Karan 
Sachdeva 

M/S Sachdeva Fabricators 
Vill. Kutail, NH-1, Karnal 9896653555   

56 
Shri Manoj k 
Sachdeva 

M/s Sachdeva industries 
272/3, HSIIDC, Karnal 9896255587 HR10A0001120 
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57 Shri Sanjay Sharma 
M/s Sara Agro International 
Nali Road Kunjpura 9215522931 HR10A0001119 

58 Shri Subhash 
M/s Sharma Agro industries 
Vijay Ngr. GT Road, Karnal. 9416989106 HR10B0005678 

59 Shri Sanjay Kumar 
M/s Shiv enterprises 
C-301, Palm Residency, Knl. 9416034841 HR10B0005790 

60 Shri Anil Sehgal 
M/s Star Agro Industries 
261/3, HSIIDC, Karnal 9254123400 HR10A0000613 

61 Shri Rippen Miglani 
M/s Subhash Steel 
120/4 KM Stone, GT Rd.Karnal 9416046044 HR10B0000342 

62 Sr. Harbhajan Singh 
M/s Super Agrl. Ind. 
Namastey Chowk, GT Rd.Knl. 9813290004 HR10A0002471 

63 Sr. Inder Pal Singh 
M/s T.M.Agro Industries 
310/3, HSIIDC, Karnal 9416030869 HR10A0000833 

64 Shri Prem Kumar 
M/s Tirupati Udyog 
32/3, HSIIDC, Karnal 9416031691 HR10A0001208 

65 Shri Vishal Dhawan 
M/s Vishal Enterprises 
275/3, HSIIDC, Karnal.  9896211169 HR10B0005790 

66 
Shri Jitender 
Lather 

M/S Vishal Udyog, 
Near Mbn.Police Post,Karnal 94160-25570 HR10A0001279 

67 Sh Amit Kaushik 

M/s Kaushik Agro Industry 
Bazida Jattan Road, Near Dunar 
Foods, Karnal 74041-72000 HR10A0005556 

68 Sh. Vinod Khanna M/s Khanna Agro Industries 92155-34255 HR10A0002862 

69 Sh Sumit Taluja 
M/s Laj Enterprises 
120/5 KM Delhi Side G.T Road 94160-00028 HR10A0005679 

70 Sh Amit Aggarwal M/s Prem Nath Aggarwal & Sons 98963-45996 HR10A0005444 

71 Sh Arun Rajpal 
M/s Raghav Agriculture Ind Pvt Ltd 
Vill: Mainmati, Dist Karnal 92531-00100 HR10B0001346 
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5.3 Initiatives undertaken by the SPV 

 

As mentioned in detail in section 4.1 (Soft interventions recommended and action taken), the SPV 

members have proactively undertaken a lot of capacity building initiatives to promote the 

cooperation among cluster units and enhance knowledge and exposure of the units. These initiatives 

have been undertaken in collaboration with DIC, EY, MSME-DI, QCI, KAIMA, NID, NPC etc. The major 

initiatives are:  

• Pursuing initiatives in close coordination with DIC and MSME-DI Karnal to facilitate 

understanding of cluster development, common procurement, marketing, available 

government support, latest technology for common facility etc.  

• Exposure visits to trade fairs and machinery fairs for agri implements in NCR and large 

factories in other locations to understand the technology, market requirement and available 

opportunities. 

• Conducting various programs for capacity building, awareness generation and technological 

advancement in the cluster as well as participation in similar programs organized by 

stakeholders.  

5.4 SPV Roles and Responsibilities 

The SPV will play an important guiding role in the overall management and operations of the CFC. It 

will provide direction to the management of the CFC and will monitor usage and performance of the 

CFC. The SPV will constantly report to the state government about the performance of the CFC. The 

major roles and responsibilities that are envisaged to be performed by the SPV post the submission 

of this DPR are mentioned below:  

► Coordinating with the state industry department for DPR approvals in the SLSC  

► Accompanying EY experts to various meetings at the state government department 

► Garnering the SPV project contribution from the members  

► Formation of purchase committees for procurement of goods and services  

► Establishing, operating and maintaining all common facilities as mentioned in the DPR  

► Obtain any statutory approvals/clearances from various government departments  

► Recruit appropriate professionals to ensure smooth execution of the CFC  

► Collection of user charges from members and other users of the facilities as per the decided 

rates so as to meet the recurring expenses and future expansions of the CFC. While various 

estimates on user charges / service fee are presented in this DPR, all decisions including usage 

priority of facilities by members will be made on the basis of decision by members of SPV 

► Preparation and submission of progress reports to state industry department  

 

The Memorandum and by-laws of the Cluster SPV indicates the democratic process in terms of 

decision making on the basis of votes. All members of SPV will meet once every fortnight/month to 

discuss/resolve operational issues. The management of the CFC will be a two tier structure for 

smooth and uninterrupted functioning. The executive body i.e. governing body will include office 

bearers elected/nominated from time to time, including one nominee of State Government (DIC). 

They will also remain present during meetings. 

While various estimates on user charges/ service fees are presented in this DPR, all decisions 

including usage priority of facilities by members will be made by unanimous decision of the members. 

The CFC will seek direction and guidance from the SPV governing body, and the day-to-day 
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administration will be taken care of by the management that shall be appointed by the SPV governing 

body. Their role is detailed below:  

1. Governing Body: The Governing Body will be the main decision making body and will oversee the 

operations of the CFC. They will have the decision making power in terms of fixing user fees (for 

members and non-members) and usage of reserves etc. for future expansion. The Chairman and 

President will oversee the entire operations; each Executive member shall be entrusted with specific 

responsibility like marketing, technical, finance, public relations etc. based on their interests and 

experience. 

2. Managerial, Technical and Administrative staff: A competent and well qualified professional with 

a background in the agri implement industry will be appointed as the Cluster Development Executive 

Officer (CDE), who will look after day-to-day operations of the CFC and shall be directly reporting to 

the Board of Directors. Each facility will have its own expert staff (supervisors, operations and 

helpers) as per the requirement. The details of manpower and other requirements are already 

mentioned in the DPR in the Project Economics section. There shall be provisions for administrative 

staff such as accounts personnel, marketing professional, store-keepers etc. to ensure effective 

functioning of the CFC.  
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6. Project Economics 

6.1 Project Cost 

The estimated total cost of setting up a CFC at Karnal Agriculture Implements cluster is estimated at 

INR 386.65 Lakhs.  

The cluster with support from State Government is planning to set up Common Facility Centre having 

state-of-the-art modern machining facilities to undertake job work of cluster units and the total project 

cost is about INR 386.65 lakhs. The SPV members have proposed to contribute 28.60% of the project 

cost. The total contribution of SPV members will amount to INR 72.12 lakh as per the guidelines of 

Mini Cluster Scheme. The SPV has already contributed Rs. 163.95 Lakhs in terms of land and 

construction of building, out of which Rs. 50 Lakhs has been considered as their contibution. The 

balance of Rs. 22.12 Lakhs as per financials or the actual amount incurred on plant & machinery over 

and above GoH grant of Rs. 180 Lakhs will be contributed by SPV in adherence to the guidelines. 

Support from State Government is envisaged for INR 180 lakh. 

The total cost estimation includes the following project components:  

1. Land & Building  

2. Machinery and equipment  

3. Miscellaneous fixed assets  

4. Preliminary & Pre-operative expenses  

5. Contingency  

6. Margin money for working capital  

The detail of each project component is provided below:  

6.1.1 Land and Building 

The HSIIDC has allotted the plot to SPV i.e. Karnal Agriculture Implements Manufacturing Association. 

The SPV constructed the building with their own contribution. The valuation report of land & building 

attached annexure 5. 

Table 12Details of land and building 

LAND DETAILS 

S.No. Particulars  Actual Cost 

1 Area of Land (sq. m.) 
          
450.00  

2 Purchase Value of Land (INR lakh) 
           
20.32  

3 Land Development Cost                 -    

4 Purchase Value of Building                 -    

5 Building & Other Civil Works 
          
143.62  

 

6.1.2 Plant and Machinery 

As detailed in section 4.2 (Hard interventions) a number of modern CNC and Hydraulic Broaching 

machine as well as testing center have been recommended to enable cluster units enhance their 

competitiveness. The machines have been categorized as primary and secondary. The machines that 

shall be used primarily for job work have been categorized as primary, whereas, the 

auxiliary/supporting machines have been categorized as secondary machines. The major facilities 
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proposed at the Machining center and Testing center. The total cost of plant and machinery including 

secondary machinery has been estimated at INR 202.12 lakhs and contingency works out to INR 10.15 

Lakhs. 

The details of the proposed machinery items are presented in the Table 13. The detailed specifications 

and quotations of the machines are provided in Annexure 6. The SPV has sourced quotations for 

machinery from suppliers based on the manufacturer’s reputation, service support, price and quality. 

However, an open online tendering system shall be followed for procurement of these machines during 

project execution. 
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Table 13: List of Proposed Plant & Machinery 

PLANT & MACHINERY (Rs. In Lakh)   

S. 
No
. 

Machine Name  Quantity  
 Basic 
Price  

 Total 
Basic 
Price  

 Custom 
Duty as 

Applicable
*  

 GST as 
Applicabl

e *  

 
Packaging 

& 
Forwardin

g  

 Freight  
 Total 
Price   Grand 

Total  
Power 
(kW) 

    
Indigenou

s 
Indigenous 

Indigenou
s 

Indigenou
s 

Indigenou
s 

Indigenou
s 

Indigenou
s 

Indigenou
s 

A 
Primary 
Machinery                     

1 
Vertical 
Machining 
Centre 

1          31.50  
         

31.50  
               -              5.67            0.63           0.50          38.30  

     
38.30  

7.50 

2 
Laser Cutting 
Machine )1000 
Watt) 

1          45.50  
         

45.50  
               -              8.19            0.91           0.10  

         
54.70  

     
54.70  

3.00 

3 Wire Cut Machine 1          15.75  
         

15.75  
               -              2.84            0.32           0.25  

         
19.16  

     
19.16  

         
1.50  

4 
EDM 

1            8.40            8.40                 -              1.51            0.17           0.25  
         

10.33  
     

10.33  
         

2.00  

5 
Lathe 8 Feet 

1            5.75            5.75                 -              1.04            0.12           0.10            7.01  
       

7.01  
         

5.00  

6 Surface Grinder 1            1.95            1.95                 -              0.35            0.04           0.10            2.44  
       

2.44  
         

3.00  

7 Spectrometer 1          24.85          24.85              4.47                -                 -            29.32      29.32  
         

0.10  

8 Surface Plate 1            1.38            1.38              0.25            0.03           0.25            1.91  
       

1.91  
         

0.10  

9 
Digimatic Height 
Gauge 

1            0.98            0.98              0.18            0.02           0.10            1.28  
       

1.28  
         

0.10  

10 
Rockwell 
Hardness Tester 

1            5.46            5.46              0.98            0.11           0.10            6.65  
       

6.65  
        0.10  



Draft Detailed Project Report of Karnal Agri Implement Cluster 

 

 Page 55 of 181 
 

11 

Measuring 
Equipment 
(Micrometer, 
Caliper, 
Borematic 
Range, Bore 
Gage) 

1 Set 
including 

6 
equipmen

t 

           2.23            2.23                 -              0.40            0.04           0.10            2.77  
       

2.77  
  

   Sub Total (A)  11 
        

143.75  
       

143.75                 -    
         

25.88  
          

2.39           1.85  
       

173.87  
   

173.87  
       

22.40  

B 
Secondary 
Machinery                     

1 
DG Set (82.5 
KVA) 

1            5.99            5.99              1.08            0.12           0.10            7.29  
       

7.29  
            -    

2 
Compressor 5HP 
Twin Cylinder 

1            2.84            2.84              0.80                3.64  
       

3.64  
       

10.00  

3 
Computers, 
Printers & 
Scanner 

1            3.57            3.57              0.64            0.12           0.10            4.43  
       

4.43  
  

4 
CAD/CAM 
Software & Auto 
cad 

1          10.93  
         

10.93  
            1.97                -                 -    

         
12.90  

     
12.90  

  

   Sub Total (B)   3 23.33 23.33 0.00 4.48 0.24 0.20 28.25 28.25 
       

10.00  

   Grand Total  14 
        

167.08  
       

167.08                 -    
         

30.36  
          

2.63           2.05  
       

202.12  
   

202.12  
       

32.40  
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6.1.3 Miscellaneous Fixed Assets 

The CFC would also require fixed assets such as furniture, fixtures, firefighting equipment, etc. for 

smooth running of operations. The total estimated capital expenditure for purchase of miscellaneous 

fixed assets is estimated to be INR 2.30 Lakhs. Details are provided in the table 14. 

Table 14: Miscellaneous Fixed Assets 

MISCELLANEOUS FIXED ASSETS (Rs. In Lakh) 

S. No. Particulars Amount  

1 Office computer (2 nos.) 0.80 

2 Furniture (desks and chairs) 1.00 

3 Office equipment 0.50 

  Total 2.30 

 

6.1.4 Preliminary and Pre-operative Expenses 

Another major component of the project cost is the preliminary and pre-operative expenses. The 

preliminary expenses are envisaged as expenses incurred for registration of SPV, legal and 

administrative expenses, tendering forms, and tendering cost etc. 

Pre-operative expenses include expenses for administrative establishment, travelling, bank charges, 

stationery, telephone, overhead expenses during construction and machinery testing period such as 

salaries, machine testing cost, bank charges, travelling etc. The total expenditure for preliminary and 

pre-operative expenses is estimated at INR 5.25 Lakhs (details provided in the table 15). 

Table 15: Preliminary and Pre-Operative Expenses 

    PRELIMINARY & PRE OPERATIVE EXPENSES (Rs. In Lakh) 

S. No. Particulars Amount  

1 Company Registration Charges 0.20 

2 Tender forms & tendering cost 0.10 

3 Project Report Preparation (DSR & DPR) Nil 

4 Project Management Charges Nil 

5 Travelling Cost 0.25 

6 One time electricity connection charges 1.18 

7 Cost of Refurbishment, electricity fittings, plumbing 1.50 

8 Lease deed registration charges 1.42 

9 Security Deposit (Rent) 0.00 

10 Bank Appraisal Charges 0.60 

  Total 5.25 

 

6.1.5 Provision for Contingencies 

No contingency has been provided for on building as it is already constructed. Contingency on plant 

and machinery @ 5% amounting to INR 10.15 lakh has been included in the project cost. 

6.1.6 Margin Money for Working Capital 

The total working capital requirement during the first year of operation at 75% capacity utilization is 

estimated at Rs. 11. 81 lakh with margin money requirement of Rs. 2.95 Lakh (more than 25% of 

working capital requirement as margin). The working capital loan has been taken as INR 8.85 lakh 
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during the first year of operation and rest as margin by the SPV. The working capital requirement has 

been calculated based on requirement of one month of operational expenses and 3 months’ debtor 

collection period. The calculation has been provided in the subsequent section. 

6.1.7 Summary Project Cost 

A summary of total estimated project cost is presented in the table 16. 

Table 16: Total Project Cost 

PROJECT COST (Rs in Lakh) 

S. No. Particulars  
Total Project 

Cost  

Amount as 
per 

Guidelines  
Remarks  

1 Land & Building       

  a. Land Value  20.32 

50.00 
Eligible 

(Max 25% of 
project 
cost) 

  b. Land Development 0.00 

  c. Building & Other Civil Works 143.62 

  d. Building Value 0.00 

  Sub Total (A) 163.94 50.00 

2 Plant & Machinery     

Eligible 

  a. Indigenous 173.87 

202.12   b. Imports 0.00 

  c. Secondary Machines  28.25 

  Sub Total (B) 202.12 202.12 

3 Miscellaneous fixed assets (C) 2.30 0.00 

Not eligible 
for grant  

4 
Preliminary & Preoperative Expenses 
(D) 

5.25 0.00 

5 Contingency     

  a. Building @ 2% 0.00 0.00 

  b. Plant & Machinery @ 5% 10.15 0.00 

  Sub Total (E) 10.15 0.00 

6 Margin money for working capital     

   (Working capital required @ 75% C.U.) 2.90 0.00 

  Sub Total (F) 2.90 0.00 

  Grand Total (A+B+C+D+E+F) 386.65 252.12   

 

6.2 Means of Finance 

The project will be financed from two sources: equity from SPV and grant-in-aid from Govt. of Haryana 

(under State Mini Cluster Development Scheme, EPP-2015). Working capital loan will be secured from 

HDFC Bank. The assistance to the project from Govt. of Haryana under the State Mini Cluster 

Development Scheme is envisaged to the tune of 90% of max project cost of INR 200 lakhs. The SPV 

will be required to contribute 10% of project cost for project cost up to INR 200 lakh. The SPV members 

have proposed to contribute 28.60% of the project cost. The total contribution of SPV members will 

amount to INR 72.12 lakh as per the guidelines of Mini Cluster Scheme. The SPV has already 

contributed Rs. 163.95 Lakhs in terms of land and construction of building, out of which Rs. 50 Lakhs 

has been considered as their contibution. The balance of Rs. 22.12 Lakhs as per financials or the actual 

amount incurred on plant & machinery over and above GoH grant of Rs. 180 Lakhs will be contributed 

by SPV in adherence to the guidelines. Support from State Government is envisaged for INR 180 lakh. 
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Table 17: Means of Finance 

             Means of Finance 

S. No. Source of finance  
Total Amount 
(Rs. In Lakh) 

1 Grant-in-aid  (Govt. of Haryana) 180.00 

2 Contribution of SPV 72.12 

  Total 252.12 

 

Detailed Means Of Finance  

S. 
No. 

Source of 
finance  

Project cost upto Rs. 
200 lakh 

Project cost over Rs. 200 lakh 

Remarks 
Percentage 
Contribution  

Amount  
(Rs. in 
lakh) 

Percentage 
Contribution  

Amount  
(Rs. in 
lakh) 

Total 
Amount 
(Rs. in 
lakh) 

1 

Grant-in-aid 
under State 
Mini Cluster 
Development 
Scheme (Govt. 
of Haryana) 

90% 180.00 0% 0.00 180.00 

As per EPP, 
2015 GoH 
contribution 
is max 90%  
(Including 
soft 
intervention 
expenses) 

2 

Contribution of 
SPV 

10% 20.00 100% 52.12 72.12 
  

  Total 100% 200.00 100% 52.12 252.12   

 

6.2.1 Share Capital 

The contribution of the SPV members will be by way of subscription to shares in the SPV registered as 

a private limited company by the name of “Karnal Agricultural Implements Manufacturers 

Association”. The extent of contribution would be INR 252.12 lakh contributed by the cluster SPV.  

The contribution of each member shall not be more than 10%. 

6.2.2 Grant-in-Aid 

Grant-in-aid of INR 180 lakh is expected from the Government of Haryana. The amount received by 

way of grant under State Mini Cluster Development Scheme will be utilized towards procurement of 

plant and machinery for the project. 

6.3 Expenditure Estimates 

In this section, a detailed estimate of expenditure of the CFC has been given on an eight-hour single 

shift operation basis. The cluster members and the prevalent rates of consumables, utilities and work 

force in the cluster have estimated this based upon extensive inputs. This project considers annual cost 

of undertaking job work and expenditure estimates. The critical components related to expenditure 

comprise rent, consumables, labour, electricity and also expenditure on repair and maintenance of 

assets, insurance and administrative overheads.  

Other elements comprise expenditures by the way of interest toward working capital loans, 

miscellaneous expenses and non-cash depreciation expenditure. 
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6.3.1 Consumables 

Machines installed in the CFC shall require consumables during operations and completion of the job work. Consumables are critical components of project 

facilities in terms of diesel, hydraulic oil, grease, nozzles and others, etc. 

Table 18: Consumables 

CONSUMABLES REQUIRED FOR MACHINES  

S. 
N
o. 

Machine Name  
No. Of 
Machin

es 

Particul
ars 

No. 
of 

Hou
rs 

per 
day 

No. 
Of 

worki
ng 

days 
per 

mont
h 

Rat
e 

per 
ho
ur 

Total 
mont
hly 

Amt 
(Rs.) 

Consuma
bles 

required 
annually 
(Rs. In 
Lakh) 

Amou
nt (in 
Rs. 

Lakh) 

Amou
nt (in 
Rs. 

Lakh) 

Amou
nt (in 
Rs. 

Lakh) 

Amou
nt (in 
Rs. 

Lakh) 

Amou
nt (in 
Rs. 

Lakh) 

Amou
nt (in 
Rs. 

Lakh) 

                  
Year 

1 
Year 

2 
Year 

3 
Year 

4 
Year 

5 
Year 

6 

                  75% 80% 85% 90% 95% 100% 

A.  Primary Machines                           

1 
Vertical Machining 
Centre 

1 

Tool bit, 
Coolant, 
Lubricant
s, Filters 
etc 

8 25 25 5000 0.60 0.45 0.48 0.51 0.54 0.57 0.60 

2 
Laser Cutting 
Machine )1000 
Watt) 

1 

Tool bit, 
Coolant, 
Lubricant
s, Filters 
etc 

8 25 25 5000 0.60 0.00 0.00 0.00 0.00 0.00 0.00 

3 Wire Cut Machine 1 

Cutting 
oil, 
Hydraulic 
Oil, 

8 25 10 2000 0.24 0.27 0.29 0.31 0.32 0.34 0.36 
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Coolant 
etc 

4 

EDM 

1 

Tool bit, 
Coolant, 
Lubricant
s, Filters 
etc 

8 25 10 2000 0.24 0.00 0.00 0.00 0.00 0.00 0.00 

5 

Lathe 8 Feet 

1 

Tool bit, 
Coolant, 
Lubricant
s, Filters 
etc 

8 25 10 2000 0.24 0.16 0.17 0.18 0.19 0.21 0.22 

6 Surface Grinder 1 

Cutting 
oil, 
Hydraulic 
Oil, 
Coolant 
etc 

8 25 15 3000 0.36 0.00 0.00 0.00 0.00 0.00 0.00 

B. 
Secondary 
Machines                           

1 Genset (82.5KVA) 1 
Deisel 
(litre) 

8 25 25 5000 0.60 0.45 0.48 0.51 0.54 0.57 0.60 

  Total              2.88 1.33 1.42 1.51 1.60 1.69 1.78 

  
Consumables per 

month 
            0.24 0.11 0.12 0.13 0.13 0.14 0.15 
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6.3.2 Manpower Requirement 

Another major expenditure head is the manpower. Therefore, the facilities installed in the CFC will 

require manpower to function effectively as mentioned in section 5.3 of the report. The total 

manpower requirement for the project would be about 11 persons. The manpower required under 

project has been divided under two categories: Direct & Indirect. Direct manpower is required for 

operation of machines while indirect manpower is required for administrative purposes. The annual 

expenditure on salary component for direct manpower is estimated at INR 11.81 lakhs and for indirect 

at INR 6.60 lakhs. The total expense on manpower is projected at INR 1.35 lakh per month or INR 

18.41 lakh per annum. The details of monthly and yearly expenses for manpower required for running 

the project is provided in table 19: 

Table 19: Expenditure Related to Salary (direct man power) 

DIRECT MANPOWER REQUIREMENT  

Category 
No. of 

Manpower 
Required 

Salary per month 
per person (Rs.) 

Total Salary Per 
Month (Rs.) 

Total salary 
& wages per 
Year (Rs. in 

lakh) 

DIRECT MANPOWER 

CNC/VMC Programmer 1                  18,000.00            18,000.00  2.16 

Lathe Machine operator 1                  15,000.00            15,000.00  1.80 

Operator Spectrometer 1                  15,000.00            15,000.00  1.80 

CNC/VMC Operator 1                  15,000.00            15,000.00  1.80 

Helper 2                    9,000.00            18,000.00  2.16 

Office Boy 1                    8,500.00              8,500.00  1.02 

  7 
               

80,500.00  
          

89,500.00  
                      
10.74  

Add: Perquisites/Fringe Benefits @ 10% 1.07 

Sub Total (A) 11.81 
 

Table 20: Expenditure Related to Salary (Indirect Manpower) 

INDIRECT MANPOWER REQUIREMENT  

Category 
No. of 

Manpower 
Required 

Salary per month 
per person (Rs.) 

Total Salary Per 
Month (Rs.) 

Total salary 
& wages per 
Year (Rs. in 

lakh) 

 Cluster Development 
Executive (CDE)  1                25,000.00            25,000.00  3.00 

 Accountant  1                15,000.00            15,000.00  1.80 

 Security Guard  1                10,000.00            10,000.00  1.20 

  3                50,000.00            50,000.00  6.00 

Add: Perquisites/Fringe Benefits @ 10% 0.60 

Sub-Total (B) 6.60 

Total (A) + (B) 10              130,500.00          139,500.00  18.41 
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6.3.3 Utilities 

The most important utilities required in the project are power supply. Proposed CFC requires power for 

operation of machinery as well as other supporting equipment for smooth operations. The total 

connected load requirement has been estimated at 35.64 KW. The table below shows the equipment 

wise power requirement in the CFC. The drawn power is conservatively assumed at 60% of the 

connected load in the case of operating facilities and shop floor. 

Table 21: Machine & Equipment (facility) wise power requirement 

S. 
No. 

Machine & Equipment 
  

Power 
Requirement 

(kW)/ Connected 
Load 

Total power 
requirement 

(60% of 
drawn power) 

kWh 

1 
Vertical Machining Centre 
  

7.50 
4.50 

2 
Laser Cutting Machine )1000 Watt) 
  

3.00 
1.80 

3 
Wire Cut Machine 
  

                        1.50  
0.90 

4 
EDM 
  

                        2.00  
1.20 

5 
Lathe 8 Feet 
  

                        5.00  
3.00 

6 
Surface Grinder 
  

                        3.00  
1.80 

7 
Spectrometer 
  

                        0.10  
0.06 

8 
Surface Plate 
  

                        0.10  
0.06 

9 
Digimatic Height Gauge 
  

                        0.10  
0.06 

10 
Rockwell Hardness Tester 
  

                        0.10  
0.06 

11 
Compressor 5HP Twin Cylinder 
  10.00 6.00 

  Total Connected Load for CFC 32.40 19.44 

  
Buffer Connected Load (10% of Total Connected 
Load) 

3.24   

  Total 35.64   
 

The power requirement for operation of core machinery and equipment and administrative facilities is 

32.40 kW approx. The facility is heavily based on electricity for operations and will also require 

additional 10% connected load as a buffer to get the electricity connection, accordingly and the buffer-

connected load is 3.24 kW. The total connected load for the CFC is estimated to be 35.64 kW approx.  

Fixed charges for connection of 35.64 kW @ Rs. 160 per kW equal Rs. 5,702/- per month and monthly 

consumption charges @ Rs. 6.40 per unit for consumption of 3888 units amounts to INR 24,883/- per 

month. This has been calculated based on the prevalent rates of the power provider.  

The table below presents the envisaged annual expenditure in terms of power related charges. 
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Table 22: Annual Expenditure Statement vis-à-vis Power Charges 

POWER CHARGES AT VARIOUS CAPACITY UTILIZATION 

  
Year 

1 
Year 

2 
Year 

3 
Year 

4 
Year 

5 
Year 

6 
Year 

7 
Year 

8 
Year 

9 
Year 
10 

  75% 80% 85% 90% 95% 100% 100% 100% 100% 100% 

Fixed 0.68 0.68 0.68 0.68 0.68 0.68 0.68 0.68 0.68 0.68 

Variable  2.24 2.39 2.54 2.69 2.84 2.99 2.99 2.99 2.99 2.99 

Total 2.92 3.07 3.22 3.37 3.52 3.67 3.67 3.67 3.67 3.67 

Per month 0.24 0.26 0.27 0.28 0.29 0.31 0.31 0.31 0.31 0.31 

 

6.3.4 Annual Repairs and Maintenance Expenses 

 
The annual repair and maintenance expenses have been estimated to be Rs. 6.56 lakh. The details 

are presented in the table 23 below: 

Table 23: Annual Repairs and Maintenance Expenditure 

REPAIR & MAINTENANCE (as per Capacity Utilisation)  

Repair & 
Maintenance of 

Year 
1 

Year 
2 

Year 
3 

Year 
4 

Year 
5 

Year 
6 

Year 
7 

Year 
8 

Year 
9 

Year 
10 

75% 80% 85% 90% 95% 100% 100% 100% 100% 100% 

Building 0.38 0.40 0.43 0.45 0.48 0.50 0.50 0.50 0.50 0.50 

Plant & Machineries 4.55 4.85 5.15 5.46 5.76 6.06 6.06 6.06 6.06 6.06 

Total 4.92 5.25 5.58 5.91 6.24 6.56 6.56 6.56 6.56 6.56 

 

6.3.5 Insurance and miscellaneous Administrative Expenses 

Insurance is a critical component of asset protection at the CFC. Insurance is computed based on 0.5 

% on the fixed assets. Cost of insurance shall remain as a fixed cost. Miscellaneous administrative 

expenses are estimated at a lump sum of Rs. 2.40 lakh per year. The cost of miscellaneous expenses 

is considered to be 10% fixed and 90% variable. The details are presented in the table 24 below: 

Table 24: Insurance and Miscellaneous Administrative Expenses 

INSURANCE & MISCELLANEOUS EXPENSES 

Insurance Charges (Estimate @ 0.5% on fixed assets such as buildings, civil 

works, and Plant & machinery, including related contingency expenses) 
1.78  

Miscellaneous Expenses (Stationery, communication, travelling, and other 

misc. overheads) 
2.40  

Total 4.18 
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6.4 Working Capital Requirements 

Working capital has been calculated in terms of one month’s operating expenses and 3 months debtor collection period. The operating expenses include 

consumables, salaries and utilities. The details are presented in the table below. 

Table 25: Calculation of Working capital requirement 

WORKING CAPITAL (Rs. In Lakh) 

Sr. 
No. 

Particulars  Period As per Capacity Utilisation  

  Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 

      75% 80% 85% 90% 95% 100% 100% 100% 100% 100% 

1 Consumables 1 month 0.11 0.12 0.13 0.13 0.14 0.15 0.15 0.15 0.15 0.15 

2 Utilities (Power) 1 month 0.24 0.26 0.27 0.28 0.29 0.31 0.31 0.31 0.31 0.31 

3 Working Expenses (Manpower) 1 month 1.29 1.34 1.39 1.44 1.49 1.53 1.53 1.53 1.53 1.53 

4 Rent 1 month 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

5 Sundry Debtors (Sales Value) 1 month 10.16 10.84 11.52 12.20 12.87 13.55 13.55 13.55 13.55 13.55 

6 Working capital (Total expenses)   11.81 12.55 13.30 14.05 14.79 15.54 15.54 15.54 15.54 15.54 

7 Working Capital Margin   2.95 3.14 3.32 3.51 3.70 3.88 3.88 3.88 3.88 3.88 

8 Working Capital Loan   8.85 9.41 9.97 10.53 11.09 11.65 11.65 11.65 11.65 11.65 

9 
Interest on Working capital loan 

@11% p.a.   
0.97 1.04 1.10 1.16 1.22 1.28 1.28 1.28 1.28 1.28 

10 Working Capital Margin %age   25.00% 25.00% 25.00% 25.00% 25.00% 25.00% 25.00% 25.00% 25.00% 25.00% 

 

The working capital requirements of the project for one month of operation have been considered for consumables and expenses, and 1 month as debtor 

collection period. The SPV will contribute more than 85% of the Working capital requirement as margin money, and the rest will be borrowed from local 

bank. The total working capital required during first year of operation (75% C.U.) is estimated at INR 11.85 lakh. Further, total working capital required at 

an operating capacity of 80% comes out to INR 12.55 lakh. The corresponding margin money for working capital requirement at 75% & 80% capacity 

utilisation amounts to INR 2.95 lakh and INR 3.14 lakh respectively, and the loan amounts at INR 8.85 lakhs and INR 9.41 Lakhs respectively. The loan 

requirement, if any, has been kept at a minimum level and the balance will be contributed by the SPV. 
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6.5 Depreciation Estimates 

Estimates of depreciation are non-cash expenditure and presented in this section based on Written Down Value (WDV) method. Accounting for depreciation 

would facilitate sustainability of operations in terms of developing a fund for replacement of assets. The relevant fund that is accumulated could facilitate 

the replacement of such assets toward the end of the envisaged asset life of 10 years. Depreciation of building is considered at 10% per year, plant and 

machinery at 15%, furniture 10%, computer 60% and other miscellaneous fixed assets at the rate of 15% a year as per the WDV method. The calculation is 

provided in the tables below. 

Table 26: Depreciation based on WDV 

DEPRECIATION  (WRITTEN DOWN VALUE METHOD) (Rs. In lakh) 

  Particulars Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 

Land                     

Opening Balance  20.32  20.32  20.32  20.32  20.32  20.32  20.32  20.32  20.32  20.32  

Less : Depreciation - - - - - - - - - - 

Closing Balance  20.32  20.32  20.32  20.32  20.32  20.32  20.32  20.32  20.32  20.32  

Building and Civilwork                     

Opening Balance 143.62  129.26  116.33  104.70  94.23  84.81  76.33  68.69  61.82  55.64  

Less: Depreciation @ 10% 14.36  12.93  11.63  10.47  9.42  8.48  7.63  6.87  6.18  5.56  

Closing Balance 129.26  116.33  104.70  94.23  84.81  76.33  68.69  61.82  55.64  50.08  

Plant & Machinery                     

Opening Balance 212.22  180.39  153.33  130.33  110.78  94.17  80.04  68.03  57.83  49.15  

Less: Depreciation @ 15% 31.83  27.06  23.00  19.55  16.62  14.12  12.01  10.21  8.67  7.37  

Closing Balance 180.39  153.33  130.33  110.78  94.17  80.04  68.03  57.83  49.15  41.78  

Computers                     

Opening Balance 0.84  0.34  0.13  0.05  0.02  0.01  0.00  0.00  0.00  0.00  

Less: Depreciation @ 60% 0.50  0.20  0.08  0.03  0.01  0.01  0.00  0.00  0.00  0.00  

Closing Balance 0.34  0.13  0.05  0.02  0.01  0.00  0.00  0.00  0.00  0.00  

Furniture                      

Opening Balance 1.00  0.90  0.81  0.73  0.66  0.59  0.53  0.48  0.43  0.39  

Less: Depreciation @ 10% 0.10  0.09  0.08  0.07  0.07  0.06  0.05  0.05  0.04  0.04  

Closing Balance 0.90  0.81  0.73  0.66  0.59  0.53  0.48  0.43  0.39  0.35  

Other Misc. Fixed Assets                     
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Opening Balance 0.50 0.43  0.38  0.34  0.31  0.28  0.25  0.23  0.20  0.18  

Less: Depreciation @ 15% 0.08  0.04  0.04  0.03  0.03  0.03  0.03  0.02  0.02  0.02  

Closing Balance 0.43  0.38  0.34  0.31  0.28  0.25  0.23  0.20  0.18  0.16  

Total Depreciation 46.87  40.32  34.83  30.16  26.15  22.70  19.72  17.15  14.92  12.99  

Depreciated value 331.63  291.31  256.48  226.32  200.17  177.47  157.75  140.61  125.69  112.69  
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6.6 Income/Revenue estimates 

The CFC is expected to generate revenue by way of user charges that shall be levied based upon the hours a machine is operated for a particular job. The 

user charges shall vary based upon the user i.e. the SPV members and non-SPV members. The user charges will be less for the SPV members as compared 

to non-SPV members. The non-SPV members shall be charged a premium for availing the CFC services. The major income sources for the CFC are envisaged 

by the way user charges through CNC machines and testing facility. 

The user charges have been estimated based upon the operational expenses of the CFC and the prevalent market rates in Karnal. User charges for secondary 

machinery have not been considered as a part of revenue. Estimation of user charges for availing services at CFC has been done on a conservative basis.  

The relevance and appropriateness of user charges is also evident from the fact that the rates fixed help meet operating expenditures and provide 

sustainable replacement of assets. It is also envisaged that the CFC will generate enough income to sustain and grow, making it a viable project.  

The estimated user charges for various machineries are presented in the table 27 below: 
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Table 27: User Charges for Machinery 

S. 
No. 

Machine Name  

User Fee 
Charge 

per hour 
(Rs.) 

No. Of 
Working 

hours 
per day 

No. Of 
Working 

days 
per 

month 

Revenue 
per 

month 
(Rs. 
lakh) 

 Annual 
Revenue 

generation 
(in Rs. 
lakh) 

Amount 
in Rs. 
Lakh) 

Amount 
in Rs. 
Lakh) 

Amount 
in Rs. 
Lakh) 

Amount 
in Rs. 
Lakh) 

Amount 
in Rs. 
Lakh) 

Amount 
in Rs. 
Lakh) 

              Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 

              75% 80% 85% 90% 95% 100% 

1 
Vertical Machining 
Centre 

1000 8 25 2.00 24.00 18.00 19.20 20.40 21.60 22.80 24.00 

2 
Laser Cutting Machine 
)1000 Watt) 

1500 8 25 3.00 36.00 27.00 28.80 30.60 32.40 34.20 36.00 

3 Wire Cut Machine 400 8 25 0.80 9.60 7.20 7.68 8.16 8.64 9.12 9.60 

4 
EDM 

500 8 25 1.00 12.00 9.00 9.60 10.20 10.80 11.40 12.00 

5 
Lathe 8 Feet 

400 8 25 0.80 9.60 7.20 7.68 8.16 8.64 9.12 9.60 

6 Surface Grinder 350 8 25 0.70 8.40 6.30 6.72 7.14 7.56 7.98 8.40 

  Total Primary Machinery 99.60 74.70 79.68 84.66 89.64 94.62 99.60 

S. 
No. 

Machine Name  
No. Of 

Machines 

No. of 
tests 

per day 

No.of 
test per 
month 

Revenue 
per 

month 
(Rs. 
lakh) 

 Annual 
Revenue 

generation 
(in Rs. 
lakh) 

Amount 
in Rs. 
Lakh) 

Amount 
in Rs. 
Lakh) 

Amount 
in Rs. 
Lakh) 

Amount 
in Rs. 
Lakh) 

Amount 
in Rs. 
Lakh) 

Amount 
in Rs. 
Lakh) 

7 Spectrometer 400 35 25 3.50 42.00 31.50 33.60 35.70 37.80 39.90 42.00 

10 
Rockwell Hardness 
Tester 

200 35 25 1.75 21.00 15.75 16.80 17.85 18.90 19.95 21.00 

  Total Secondary Machinery 63.00 47.25 50.40 53.55 56.70 59.85 63.00 

  Total         162.60 121.95 130.08 138.21 146.34 154.47 162.60 
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6.7 Estimation of profitability: Income and Expenditure statement 

The projection for income and expenditures of the CFC has been conducted for ten years. The projections have been undertaken based upon the income 

and expenditure heads mentioned in previous sections. The projected statements highlight income, expenses, profits earned, income tax and net profit etc. 

The details are presented in the table below: 

The total gross revenue is estimated to be INR 32.84 lakhs per annum at an operating capacity of 75%. For projection purposes, operating capacity of 75% 

is considered during first year, 80% during next year and 95% capacity from 5th year and 6th year 100 capacity onwards. 

The income tax rates have been considered as per rates applicable to a company according to the Income Tax Act, 1961. Income tax has been considered 

at 25.75% per cent on taxable profit inclusive of all the tax components. The incidence of tax ranges from INR 11.30 lakhs in the first year to INR 29.61 

lakhs in Year 10.  

Table 28: Income and Expenditure Statement 

PROFIT & LOSS ACCOUNT (Rs. In Lakh) 

  Particulars Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 
Year 
10 

Number of working days 300  300  300  300  300  300  300  300  300  300  

Number of shift 1  1  1  1  1  1  1  1  1  1  

Capacity Utilisation in % 75% 80% 85% 90% 95% 100% 100% 100% 100% 100% 

A. Income                     

(User/ Service Charge) 121.95 130.08 138.21 146.34 154.47 162.60 162.60 162.60 162.60 162.60 

B. Cost of Production :                     

1. Utilities Power (Fixed + Variable) 2.92  3.07  3.22  3.37  3.52  3.67  3.67  3.67  3.67  3.67  

2. Direct labour and wages 8.86  9.45  10.04  10.63  11.22  11.81  11.81  11.81  11.81  11.81  

3. Consumable 1.33  1.42  1.51  1.60  1.69  1.78  1.78  1.78  1.78  1.78  

4. Repair and Maintenance 4.92  5.25  5.58  5.91  6.24  6.56  6.56  6.56  6.56  6.56  

5. Depreciation 46.87  40.32  34.83  30.16  26.15  22.70  19.72  17.15  14.92  12.99  

Total Cost of production 64.91 59.51 55.19 51.67 48.82 46.52 43.54 40.97 38.74 36.82 

C. Administrative expenses :                     

6. Manpower (Indirect) 6.60 6.60 6.60 6.60 6.60 6.60 6.60 6.60 6.60 6.60 
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7. Rent 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

8. Insurance 1.78 1.56 1.35 1.18 1.03 0.90 0.79 0.69 0.60 0.53 

9. Misc Expense 2.40 2.40 2.40 2.40 2.40 2.40 2.40 2.40 2.40 2.40 

Total Administrative Expenses 10.78 10.56 10.35 10.18 10.03 9.90 9.79 9.69 9.60 9.53 

D. Financial expenses :                     

10. Interest on Working capital loan @ 11% per 
annum 

0.97 1.04 1.10 1.16 1.22 1.28 1.28 1.28 1.28 1.28 

Total Financial Expenses 0.97 1.04 1.10 1.16 1.22 1.28 1.28 1.28 1.28 1.28 

E.  Total Expenses B+C+D 76.67 71.11 66.64 63.01 60.07 57.70 54.61 51.94 49.63 47.63 

F.  Profit A - E 45.28 58.97 71.57 83.33 94.40 104.90 107.99 110.66 112.97 114.97 

G.  P&P Expenses written off 1.05 1.05 1.05 1.05 1.05 0.00 0.00 0.00 0.00 0.00 

H. Income before Tax (F-G) 44.23 57.92 70.52 82.28 93.35 104.90 107.99 110.66 112.97 114.97 

I. Adjustment of Loss  - - - - - - - - - - 

J.  Income Tax (@25.75% for company) 11.39 14.92 18.16 21.19 24.04 27.01 27.81 28.50 29.09 29.61 

K.   Net Profit /Loss for the year 32.84  43.01  52.36  61.09  69.32  77.89  80.18  82.17  83.88  85.37  

L.  Cumulative Surplus 32.84  75.85  128.22  189.31  258.63  336.51  416.69  498.86  582.74  668.11  

 

As evident from the table below, the project is financially viable. A cumulative surplus of about INR 668.11 lakhs shall be earned by the SPV even after 

accounting for taxation and depreciation at the end of ten years. This surplus generated shall be used for further addition in the machinery or improvement 

and up-gradation of facilities. Additionally, the SPV intends to conduct a lot of other development activities in the cluster that shall be funded through the 

surplus earned at the CFC. 
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6.8 Cash flow statement 

Cash flow statement indicates the cash balance and the liquidity position of the project over the years. The table below presents the sources and 

disposal/uses of funds statement of the project. 

Table 29: Cash Flow Statement 

CASH FLOW STATEMENT (Rs in Lakh) 

  Particulars 
Const 
Period 

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 
Year 
10 

  A.  Source Funds :                       

  1. Cash Accruals (Net Profit + Interest Paid)   46.26 60.01 72.67 84.49 95.62 106.18 109.27 111.94 114.25 116.25 

  2. Increase in capital 72.12 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

  3. Depreciation   46.87 40.32 34.83 30.16 26.15 22.70 19.72 17.15 14.92 12.99 

  4. Increase in WC Loan   8.85 0.56 0.56 0.56 0.56 0.56 0.00 0.00 0.00 0.00 

  5. Change in Expenses Payable   19.72 0.83 0.83 0.83 0.83 0.83 0.00 0.00 0.00 0.00 

  6. Increase in Grant-in-aid from GoH 180.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

  Total Sources of Funds 252.12 121.70 101.72 108.89 116.04 123.16 130.27 128.99 129.09 129.17 129.25 

  B.  Use of Funds :                       

  1. P&P Expenses 5.25 - - - - - - - - - - 

  2. Increase in fixed assets 378.50 - - - - - - - - - - 

  3. Increase in other Assets 2.95 40.00 8.19 9.79 11.71 14.01 16.78 19.91 23.89 28.67 34.40 

  4. Increase in Sundry Debtors   10.16 0.68 0.68 0.68 0.68 0.68 0.00 0.00 0.00 0.00 

  5. Interest   0.97 1.04 1.10 1.16 1.22 1.28 1.28 1.28 1.28 1.28 

  6. Taxation   11.39 14.92 18.16 21.19 24.04 27.01 27.81 28.50 29.09 29.61 

   Total Use of Funds 386.70 62.53 24.82 29.72 34.73 39.95 45.75 49.00 53.67 59.04 65.29 

  C. Net Surplus (A -B)   59.18 76.90 79.17 81.31 83.21 84.52 79.99 75.42 70.14 63.96 

  D. Cumulative  Surplus   59.18 136.08 215.25 296.55 379.77 464.29 544.28 619.71 689.84 753.81 
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The cash flow statement highlights the available net surplus for 10 years of the CFC operations.  Depreciation is also considered on a higher side on the 

Written Down Value method for cash flow calculations along with adjusted preliminary expenses. As most of the capital expenditure is supported as grant 

under the State Mini Cluster Development scheme, EPP 2015, therefore it does not have any negative effect on the Cash flow, in terms of interest, etc. 

6.9 Projected Balance Sheets 

The annual balance sheets for the CFC have been projected based upon estimates in the earlier sub-sections with regard to various current and fixed 

liabilities and current and fixed assets. As evident from the projections, a considerable amount of reserves and surplus is accumulated. These shall also be 

utilized for expansion of the CFC and undertaking other cluster development activities. Decision on deployment of reserves and surplus accumulated will be 

based on the performance of the project and requirements of cluster firms and members of the SPV. The projected balance sheets are provided in the table 

below: 

Table 30: Balance Sheet 

PROJECTED BALANCE SHEET (Rs in lakh) 

  Particulars 

At the 
end of 
impl. 

Period 

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 
Year 
10 

  1.  Fixed Assets :                  

     Gross Block 378.50 378.50 331.63 291.31 256.48 226.32 200.17 177.47 157.75 140.61 125.69 

     Less : Depreciation (WDV)   46.87 40.32 34.83 30.16 26.15 22.70 19.72 17.15 14.92 12.99 

     Net Block  378.50 331.63 291.31 256.48 226.32 200.17 177.47 157.75 140.61 125.69 112.69 

    Total Fixed Assets (A) 378.50 331.63 291.31 256.48 226.32 200.17 177.47 157.75 140.61 125.69 112.69 

  2. Current Assets :                  

    Cash & bank  Surplus (B.F)   -75.41 1.49 80.66 161.97 245.19 329.71 409.70 485.13 555.26 619.23 

    Sundry Debtors    10.16 10.84 11.52 12.20 12.87 13.55 13.55 13.55 13.55 13.55 

    Margin Money for WC Loan 2.95 2.95 3.14 3.32 3.51 3.70 3.88 3.88 3.88 3.88 3.88 

    Other Current Assets   40.00 48.00 57.60 69.12 82.94 99.53 119.44 143.33 171.99 206.39 

  3. P&P Exp 5.25 4.20 3.15 2.10 1.05 0.00 0.00 0.00 0.00 0.00 0.00 

    Total current Assets (B)   -18.10 66.62 155.21 247.85 344.70 446.67 546.58 645.89 744.69 843.05 

Total Assets (A+B) 386.70 313.53 357.93 411.68 474.17 544.87 624.15 704.33 786.49 870.38 955.74 
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  4.  Current Liabilities :                       

    Working Capital Loan   8.85 9.41 9.97 10.53 11.09 11.65 11.65 11.65 11.65 11.65 

    Expenses Payable   19.72 20.55 21.37 22.20 23.03 23.86 23.86 23.86 23.86 23.86 

Total Current Liabilities  (C)      28.57 29.96 31.35 32.74 34.13 35.51 35.51 35.51 35.51 35.51 

  5. Fixed Liabilities                       

    Shareholders' Contribution 72.12 72.12 72.12 72.12 72.12 72.12 72.12 72.12 72.12 72.12 72.12 

    Grant from GoH 180.00 180.00 180.00 180.00 180.00 180.00 180.00 180.00 180.00 180.00 180.00 

    Reserves and Surplus   32.84 75.85 128.22 189.31 258.63 336.51 416.69 498.86 582.74 668.11 

    Total Fixed Liabilities (D) 252.12 284.96 327.97 380.34 441.43 510.75 588.63 668.81 750.98 834.86 920.23 

Total Liabilities (C+D) 252.12 313.53 357.93 411.68 474.17 544.87 624.15 704.33 786.49 870.38 955.74 
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6.10 Break-even analysis 

The break-even (BE) estimates of the project indicate the level of activity at which the total revenues of the project equal the total costs. The Break even 

percentage indicates whether the fixed costs are being covered by the revenue generated from the operations, as well as profits are being generated after 

paying for such fixed costs. As per the calculations, the CFC achieves break even in the first year itself as no major interest costs are being incurred. Hence, 

BE estimates at level of activity relevant to the first year and subsequent years of activity are provided in the table below: 

Table 31: Break Even Estimates 

BREAKEVEN POINT AT VARIOUS C.U. (Rs. In Lakh) 

Particulars Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 
Year 
10 

Capacity Utilization 75% 80% 85% 90% 95% 100% 100% 100% 100% 100% 

A. Total Earning by way of user charges 121.95 130.08 138.21 146.34 154.47 162.60 162.60 162.60 162.60 162.60 

B. Variable costs                     

Consumables 1.33 1.42 1.51 1.60 1.69 1.78 1.78 1.78 1.78 1.78 

Utilities (Power-Variable Charges) 2.24 2.39 2.54 2.69 2.84 2.99 2.99 2.99 2.99 2.99 

Interest on WC Loan 0.97 1.04 1.10 1.16 1.22 1.28 1.28 1.28 1.28 1.28 

Repair & Maintenance 4.92 5.25 5.58 5.91 6.24 6.56 6.56 6.56 6.56 6.56 

Manpower (Direct) 8.86 9.45 10.04 10.63 11.22 11.81 11.81 11.81 11.81 11.81 

Total Variable Cost (B) 18.33 19.55 20.77 21.98 23.20 24.42 24.42 24.42 24.42 24.42 

C. Contribution (A-B) 103.62 110.53 117.44 124.36 131.27 138.18 138.18 138.18 138.18 138.18 

D. Fixed Overheads (Cash)                     

Manpower (Indirect) 6.60 6.60 6.60 6.60 6.60 6.60 6.60 6.60 6.60 6.60 

Utilities (Power-Fixed Charges) 0.68 0.68 0.68 0.68 0.68 0.68 0.68 0.68 0.68 0.68 

Rent 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

Insurance 1.78 1.56 1.35 1.18 1.03 0.90 0.79 0.69 0.60 0.53 

Misc. Expenditure 2.40 2.40 2.40 2.40 2.40 2.40 2.40 2.40 2.40 2.40 

Sub-total (D) 11.46 11.24 11.04 10.87 10.71 10.58 10.47 10.37 10.29 10.21 

E. Fixed Overheads (Non-cash)                     
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Depreciation 46.87 40.32 34.83 30.16 26.15 22.70 19.72 17.15 14.92 12.99 

Preliminary & Pre-operative expenses written off 
1.05 1.05 1.05 1.05 1.05 0.00 0.00 0.00 0.00 0.00 

Sub-total (E) 47.92 41.37 35.88 31.21 27.20 22.70 19.72 17.15 14.92 12.99 

F. Total Fixed Overheads (D+E) 59.39 52.61 46.92 42.07 37.91 33.28 30.19 27.52 25.21 23.21 

Break even point (F/C) 57.31% 47.60% 39.95% 33.83% 28.88% 24.09% 21.85% 19.91% 18.24% 16.79% 

 

Book break-even is achieved at 57.31% (of operational capacity at 75%) and at 47.60% (of operational capacity at 80%). The operation of the CFC is expected 

to break-even and realize profit from 1st year of operations. Therefore, very low risk is involved in the project.   

Moreover, the SPV members have the potential to run the facility for longer than one shift resulting in enhanced capacity utilization and generation of more 

revenues. In that case, project will break even earlier than estimated. Additionally, the approach has been to develop projections based upon conservative 

estimates (costs on a higher side and user charge/ revenues on a lower side) whereas, in real the revenues may be far higher. 
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6.11 Feasibility analysis summary and sustainability indicators 

A summary of the financial analysis in terms of key financial indicators such as Return on Capital 

Employed (ROCE), Net Present Value (NPV), Break Even Point (BEP) and the Internal Rate of Return 

(IRR) is presented in the table below. The indicators validate the financial viability and sustainability 

potential of the proposed project. 

Table 32: Financial Analysis 

FEASIBILITY  

S. No. Particulars  Estimates 

1 
BEP (cash BEP at initial operating 
capacity of 75%) 

57.84% 

2 Av. ROCE (PAT/CE) 36.16% 

3 Internal Rate of Return (IRR) 19.28% 

4 
Net Present Value (at a discount rate 
of 10 per cent) - incorporating 
viability gap funding (grant) by GoH 

NPV is positive and high 
(Rs.175.95 lakh) at a 
conservative project life of 10 
years 

5 Payback period 
5 years & 11 months with Grant-
in-aid assistance from GoH 

 

The annual estimates in the context of ROCE are presented in the table 27 below: 

Table 33: Calculation of Return on Capital Employed 

RETURN ON CAPITAL EMPLOYED (ROCE) 

Particulars  
Year 

1 
Year 

2 
Year 

3 
Year 

4 
Year 

5 
Year 

6 
Year 

7 
Year 

8 
Year 

9 
Year 
10 

Avera
ge  

Earning 
Before 
Interest and 
Tax (EBIT) 

45.2
1 

58.9
6 

71.6
2 

83.4
4 

94.5
7 

106.
18 

109.
27 

111.
94 

114.
25 

116.
25 

91.17 

Capital 
Employed 
(with grant) 

252.
12 

252.
12 

252.
12 

252.
12 

252.
12 

252.
12 

252.
12 

252.
12 

252.
12 

252.
12 

252.1
2 

ROCE = EBIT/Capital Employed  
  

ROCE (with 
Grant ) 

17.9
3% 

23.3
9% 

28.4
1% 

33.1
0% 

37.5
1% 

42.1
1% 

43.3
4% 

44.4
0% 

45.3
2% 

46.1
1% 

36.16
% 

 

The average value of ROCE is 36.16%. This indicates the high techno-economic viability of the project 

should the government contribute a significant portion of the project cost as grant. Capital employed 

includes both the grant component as well as SPV contribution to the project.  

The Net Present Value (NPV) estimated at a discount rate of 10% is INR 175.95 lakhs. However, as 

reflected from the high values of NPV, it is positive at even 10%, the rate at which bank offers debt 

capital facility and even at higher discount rates. Project IRR is high at over 19.28% (at a conservative 

project life of 10 years). This substantiates the viability of the project. 

6.12 Additional revenue sources 

Additional sources of revenue shall also be explored by the SPV by offering procurement and marketing 

services in future to more enterprises. The SPV members are strong believers of the cluster concept 
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and would like to explore the potential of undertaking cluster initiatives to improve the backward and 

forward linkages of the cluster units. 

However, in order to ensure conservativeness in income estimates, in the initial years, the income 

earning possibilities of such revenues are not captured in this DPR.  

6.13 Risk Analysis & Sensitivities 

Risk in the project is relatively low in the context of the following:  

► Promoters are experienced: Risk in the project is quite low given the strength and profile of the 

SPV members. They have considerable experience not only in the foundry industry but also in 

undertaking cluster developmental initiatives.  

► Facility is pre-marketed: Evidently, complete capacity of the core facility to be established in 

terms of various facilities may be easily availed by members of the SPV themselves, thus the 

facility would already have a captive market.  

► Sustainability indicators in terms of the strength of the SPV and the economics of the project: 

Evidence of cooperative initiatives of SPV members as articulated in previous chapters; for 

instance, in terms of pursuing several joint efforts, registering the SPV, proceeding towards 

procurement of land, and securing commitment from members, vis-à-vis progressively 

mobilizing necessary paid up capital, all reflect the strength of the SPV. 

High economic viability indicators upon considering the benefits of grant-in-aid under the State Mini 

Cluster Development Scheme and EPP 2015 also serve as evidence of techno-economic viability and 

sustainability of the project. A sensitivity analysis has been carried out to ascertain the impact on the 

project, should there be any loss of revenue. This has been calculated assuming drop in user charges. 

Major financial parameters are still attractive. The important parameters related to the sensitivity 

analysis are presented in the table 34 below: 

Table 34: Sensitivity Analysis 

SENSTIVITY ANALYSIS 

S. No. Particulars  
Base 
case 

With 
5% 

decline 
in user 
charge 

With 
10% 

decline 
in user 
charge 

With 15% 
decline in 

user 
charge 

1 BEP (cash BEP at operating capacity of 75%) 57.31% 60.87% 64.90% 6913.00% 

2 Internal Rate of Return (IRR) 19.28% 17.65% 15.98% 14.38% 

3 Av. ROCE (PAT/CE) 36.16% 33.18% 30.20% 27.43% 

4 
Net Present Value (at a discount rate of 10 per 
cent) - incorporating viability gap funding 
(grant) GoH 

175.95 142.86 109.78 79.13 

 

Even after assuming a fall in user charge, ROCE is favourable. From the above it is evident that the 

project is very viable even under (unlikely) risky environment circumstances.  

6.14 Assumptions for financial calculations: 

The financial statements and project profitability estimates in this DPR are based on the following 

assumptions:  

1. The total project cost is pegged INR 252.12 lakhs on the basis of estimates and quotations.  
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2. To finance the project, a total of INR 252.12 lakhs is required. The financing will consist of 

grant from Government of Haryana and contribution by SPV.  

3. In the financial projections and analysis, year 2018-19 is the envisaged period of project 

implementation also involving obtaining building on lease and installation of plant, machinery 

and other equipment. This period will commence from the date of final approval by the State 

Level Steering Committee under the State Mini Cluster Development Scheme. The financial 

projections thereafter are prepared for 10 years of operation starting 2019.  

4. The Registered SPV will manage CFC, and these services are to be provided by the SPV to 

member as well as non-member units. The common facility will benefit registered SPV as well 

as non-member firms who (in some cases) may not afford to contribute to necessary equity 

capital. 

5. The CFC will operate for 25 days a month, that is, for 300 days a year on an eight hour single 

shift basis. Operation on single shift basis is assumed for purposes of projecting income 

estimates.  

6. Capacity utilization is assumed at 75% in the first year; 80% for second, 85% for third year, 90% 

for fourth; 95% for fifth year and 100% thereafter.  

7. The workings with regard to expenses related to the project have been tabulated and 

categorized in terms of those related to consumables, manpower, electricity, and 

miscellaneous administrative expenditures.  

8. Repairs and maintenance is provided @ 3% of plant and machinery cost at varying capacity 

utilization.  

9. Insurance is provided @ 0.5% on fixed assets including machinery and contingency as fixed cost 

at all capacity utilization.  

10. No separate electricity connection will be required as the same will be provided by the property 

owner of the building to be taken on lease.  

11. Fixed charges per kW of electric connection shall be charged @ Rs. 160 and variable charges 

@ Rs. 6.40 per unit consumed.  

12. Income estimates have been projected most conservatively. The prescribed user charges are 

competitive vis-à-vis charges for similar services in other regions. 

13. Depreciation on fixed assets is calculated on Written Down Value (WDV) method. 

14. Provision for income tax has been made at 26%. This is the rate prescribed for companies as 

per the recent Budget 2018. 

15. Profitability estimates in terms of ROCE, NPV, and IRR are computed considering operating 

results for first 10 years of operation. 

16. Expenses Payables in Balance Sheet include one month’s payables for consumables, power, 

work force and rent. 

17. Debtors Collection Period for the purposes of calculation of Working capital is taken as 3 

months. 

18. Interest on WC Loan is taken at 11%. 
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7. Project Implementation and Monitoring 

7.1 Project Implementation Framework 

7.1.1 Time Frame 

Project implementation is envisaged to involve a time-frame of about 6 months upon receipt of final 

approval of grant-in-aid assistance from the Government of Haryana. 

7.1.2 User Base 

The CFC has presently a user base of 71MSME units as members of SPV. These units shall avail the 

facilities installed at CFC by paying user fee. The facilities shall also be open to non-members as well 

by paying user fee as fixed by SPV. SPV shall also be open to new entrants as members subject to their 

subscribing to the shareholding of the Registered Society. Non-members may also use the facilities 

subject to user charges. 

7.1.3 Project Implementation Schedule 

The project implementation schedule is envisaged over a period of 6 months, and involves several 

activities. They are elaborated upon in the table below: 

Table 35: Project Implementation Schedule 

Activity/Month 1 2 3 4 5 6 

Collecting Contribution from SPV/ stakeholders  

 

     

Receipt of final approval from Govt. of Haryana       

Bipartite Agreement        

Formation of purchase committee       

Finalisation of Bidding document for the 

procurement of Plant & Machinery & publish to 

tender on e-procurement portal 

  

 

    

Purchase of Machinery and equipment       

Installation and trial run of machinery and 

equipment 

      

Arrangement for working capital       

Monitoring of the project by PMC       

Commencement of operations of the facility       
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7.1.4 Contractual Agreements / MoU with Member Units 

Agreements have been indicatively finalized in terms of utilization of assets in respect of shareholders.  

A total of 71 units are participating in the SPV and all these units have agreed to contribute towards 

the SPV share of the project cost. The utilization of the common facility will be in line with the proposed 

shareholding pattern. The consent letter wherein the member units agree for payments of 10% share 

of cost of CFC will be submitted in due course of time and as per final approval from Government of 

Haryana. 

7.1.5 Memorandum and By-Law of Registered Society 

MOAand bye laws are indicative of the management and decision making structure of the SPV. All the 

members of SPV have paid an advance and are members of the Registered Society. Few other units 

are also willing to be members of the SPV and once the CFC is approved and sanctioned from 

Government of Haryana, many more members will be interested to subscribe to the shares of the SPV.  

7.1.6 Availability of Land & Status of Acquisitions 

KAIMA has already procured 450 sq meters of land at Karnal Industrial Estate and building for CFC has 

been constructed land in the plot. Land and building has been taken as SPV’s contribution toward 

project cost. Valuation report of building is attached as annexure 4. All 71 members of KAIMA have 

contributed towards purchase of land and construction of building. 

7.1.7 Availability of Requisite Clearances 

The land procured by KAIMA for CFC has all the required clearances. Electricity is already available in 

the area and the proposed CFC can easily be connected to the grid. The other required clearances 

(environment, labor etc.) shall be obtained in due course. 

7.1.8 O&M Plan 

The revenue stream for O&M is dependent on realization of user charges from the SPV members and 

other users/MSMEs in the case of various facilities. As detailed in the financial section, the cash 

incomes are sufficient to meet operating expenditures, overheads as well as depreciation for 

sustainable replacement of assets. The SPV will also have to keep a track of maintenance of assets 

through collection of user charges from the members/ users. The role of the SPV will also include:- 

• O&M of assets created by way of collecting user charges from the members/ users. 

• Ensuring that the services of the facilities created under the scheme are extended to maximum 

number of existing and potential enterprises. 

7.2 Institutional, Project Monitoring and Financial Mechanisms 

7.2.1 Institutional Arrangements 

During the implementation of the Common Facilities Centre (CFC), the proposal involves the following 

key activities.  

► Electrical works 

► Purchase of machinery & commissioning 
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► Trial production 

► Commercial production 

The successful implementation of above activities will depend on the following aspects: 

• Implementation of above within the time frame 

• Supervising and overseeing the implementation of the proposals and fine tuning and 

advocating more measures, if needed depending on the site conditions 

• Project level monitoring indicators to evaluate the implementation of the CFC proposal at 

recommended intervals 

• Suitable purchase mechanisms for proposed plant & machinery  

• Periodical reporting of the status of implementation and monitoring of the results of key 

performance indicators, and 

• Constant evaluation of the measures implemented based on the data available from project 

level monitoring and status reports and providing directions accordingly 

These activities have to be carried out by various agencies those who would be involved in the 

implementation of the CFC. It is also to be noted that all these activities will be carried out concurrently 

or at regular intervals. This makes it pertinent to all agencies involved work within a pre-defined set-

up.   

7.2.2 Project Monitoring 

The committee may operate under the overall monitoring of the State Level Steering Committee 

(SLSC). Other key stakeholders such as representatives of cluster SPV, related government 

departments, support institutions, cluster level industry associations and consultants may be inducted 

as members under the committee. 

The members may comprise the following:  

i. Additional Chief Secretary, Industries and Commerce, Government of Haryana (Chairman)  

ii. Director General, Department of Industries and Commerce, Member 

iii. Director MSME DI, Karnal, Member 

iv. Joint Director, DIC Karnal 

v. President of related industry association  

vi. Members of related SPV  

vii. EY Cluster Development Expert under MSME project  

In addition, for implementing the Karnal Agricultural Implements cluster CFC project, a Project 

Management Committee (PMC) comprising the JD, DIC, Karnal, and representatives of SPV, and EY 

experts shall be constituted to directly oversee effective monitoring and implementation.  

The project will be implemented through SPV and PMC will report progress of implementation to DIC 

Karnal. 
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8. Conclusion 

 

The micro & small agricultural implements manufacturing units of Karnal are dependent on manual, 

low capacity and obsolete technologies for production and are barely surviving due to intense 

competition from large firms. The increasing costs of raw materials coupled with high production costs 

is driving many micro players out of the market. The micro & small units do not have the advanced 

machining facilities and hence are unable to procure orders from MNCs. To add to their woes, the micro 

and small units are unable to produce quality products for the biggest market segment in the region. 

Against this backdrop, it is inevitable to support the micro & small agricultural manufacturing units in 

Karnal to adopt modern machining centre & testing equipment. This will reduce their processing costs 

significantly while increasing the quality of their produce.   

The future of agricultural implements industry is bright. This segment is poised to grow at a steady 

rate with major applications being in engineering goods. Several factors are enhancing the demand and 

supply of agricultural implement products in India such as high growth of end-user industry, 

dynamically changing lifestyles, ready to use products, etc. Particularly in the Karnal region, the 

market possibility for high quality agricultural implement products is promising. The only constraint is 

the lack of technologies and related infrastructure which can be removed by setting up a CFC.  The 

cluster firms have not been able to obtain bulk orders from large customers due to lack of quality, 

production capacity and poor quality of produce. The technologies required for upgradation are 

extremely expensive and the same cannot be adopted by any individual units in the cluster. Hence, the 

following facilities have been proposed in the CFC: 

• Value added machining facilities 

• Value added testing equipment 

The total project cost (including plant/machinery and buildings) is estimated to be INR 386.70 lakhs. 

The project shall be implemented by the SPV ‘Karnal Agricultural Implements Manufacturers 

Association’ which has been constituted by the cluster firms. The SPV has proactively undertaken a 

number of initiatives and had soft interventions. The details of the soft intervention programs has given 

in the section-4. A number of capacity building programs and exposure visits have been organised by 

the SPV for the benefit for its members.     

The CFC will be set up with support from DIC and the state government (Department of Industries). The 

building has already been constructed by the Association.   The state industry department is envisaged 

to provide grant for setting up of the modern machines & testing equipment under the Mini-Cluster 

scheme, Haryana EPP 2015. The SPV members have proposed to contribute INR 72.12 lakhs of the 

project cost. Support from Mini Cluster Scheme of the State Government of Haryana is envisaged for 

INR 180.00 lakhs. Working capital requirement for the project will be provided by any scheduled 

commercial bank. The project is financially viable and is expected to generate enough revenue to 

ensure its sustainability.   
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9.  Annexure 

Annexure 1: Minutes of State Level Project Steering Committee 
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Annexure 2 (a):  SPV Certificate of Incorporation 
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Annexure 2(b): Bye-laws of Association 
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Annexure 3: Proof of Land: Conveyance Deed 
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Annexure 4: Verification of units by DIC, Karnal 
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Annexure 5: Valuation Report of Land & Building 
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Annexure 6: Machinery Quotations 
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