
Finance and Brick Sector
The brick sector forms the backbone of the 

construction industry. The Indian brick sector is an 

unorganised sector with a highly seasonal nature of 

work. Due to its range of investment and 

production, it belongs under the Micro, Small and 

Medium Scale enterprises (MSME). Brick clusters 

are mostly located in peri-urban and rural areas, 

close to the areas of high growth. The sector is 

besieged by age old traditional technologies like 

Bull’s Trench kilns and clamps. However, there are 

some instances of modern technologies like 

Vertical Shaft Brick Kiln (VSBK), fly ash and Zig-Zag 

technology being present in parts of the country. 

Finance plays an important role in sustaining and 

supporting any industry. A business may collapse 

due to lack of finance. It is necessary to have 

adequate finance in a timely fashion for an 

entrepreneur to start or upgrade their brick unit. 
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Adoption of cleaner technologies is a problem due 

to its capital intensive nature. An entrepreneur 

would require fixed capital to acquire assets like 

land, plant and machinery, tools etc. Working capital 

is required to acquire raw materials, payment of 

wages to the labourers and to meet the day to day 

expenditure of a production unit. There are two 

sources of financing an enterprise: debt and equity. 

An entrepreneur can take debt from a lender and 

pay interest on that investment. The debt has to be 

repaid in a particular time along with the interest. 

Debt can be taken from formal sources i.e. banks as 

well as informal sources like private money lenders, 

family members etc. Informal debt sources are more 

popular than formal ones as they are easy to obtain 

with minimum paperwork. The risk factor of course 

is much higher in these transactions. Informal 

institutions are also important as they also 

While debt is one of the most common and easy methods of availing 

finance, entrepreneurs face a lot of problems in trying to avail bank loans. 

Banks need lender creditability and proper documentation from the 

entrepreneurs along with collateral. One of the main reasons for hesitation 

from the bank’s side is that the brick industry is perceived as a high risk 

business due to its rural and temporary (seasonal) nature. Units have high 

rates of failure and are less equipped to withstand economic adversities. 

On the other hand, entrepreneurs favour fast tracking of finance so that 

they can start the business as soon as possible. Meeting bank paperwork 

formalities is a long and tedious process. Low level of education among 

small entrepreneurs is also a problem in terms of providing accurate and 

adequate information. Under these conditions, the financial institutions 

tend to adopt a very cautious attitude towards the brick industry. Lack of 

collateral is also a major issue. Lenders usually request collateral in order to 

mitigate the risks associated with the enterprise. Due to their inability to 

provide sufficient collateral, the banks don’t tend to grant them start-up 

loans.

There are various subsidies available for entrepreneurs to start their 

business. They tend to not avail the existing subsidy schemes due to 

complex formalities and paper work involved. In addition, excessive delays 

in sanctioning of bank loans and obtaining clearances deters them from 

applying. There is also lack of knowledge among the entrepreneurs about 

procedure to be followed while obtaining finance for SMEs. 

However, the MSME sector is being given priority in recent times gradually 

improving the financial regime. Various schemes have been introduced by 

the government and the Ministry for Micro, Small and Medium enterprises 

for easy facilitation of loans to the entrepreneurs. These schemes include 

Credit Linked Capital Subsidy Scheme (CLCSS), Credit Guarantee Fund 

VSBK in Malawi

Scheme for Micro and Small Enterprises (CGMSE), Prime Minister’s 

Employment Generation Programme (PMEGP) etc. CGMSE provides credit 

guarantee cover to the collateral-free credit provided to the Micro and 

Small Enterprises (MSE) by the bank. Under this scheme, new or existing 

SMEs can avail credit facilities upto Rs 100 lakh without any collateral 

security and third party guarantee. CLCSS aims at facilitating technology 

upgradation by providing upfront capital subsidy to SSI units on 

institutional finance availed by them for modernisation of their production 

equipment and techniques. PMEGP is a credit linked subsidy programme 

for generation of employment opportunities through establishment of 

micro enterprises in rural and urban areas. 15% subsidy is offered in urban 

areas and 25% in rural areas. These subsidies are disbursed through banks. 

Subsidies are given on the loans availed by the entrepreneurs from the 

banks. Assets created out of the bank loan should be hypothecated to the 

bank. Hypothecation is the practice where a borrower pledges collateral to 

secure a debt. As mentioned earlier formalities and paperwork creates 

delays which is not favourable for the entrepreneurs.

In India, the banks don’t differentiate between ordinary brick kilns and 

cleaner technologies leading to stagnation in the sustainable brick 

production. For accelerating the adoption of such technologies, dedicated 

funds should be allotted to these technologies. Cleaner technologies 

should be identified and subsidies should be offered to the entrepreneurs 

over those who are setting up enterprises with traditional technologies. 

Also performance incentives can be introduced based on levels of efficiency 

achieved by the units. There should be a single window system for availing 

funds for cleaner production technologies. Overcoming the above 

mentioned barriers by such methods will be instrumental in the large scale 

adoption of energy efficient and cleaner brick making technologies in India.

Q:1 Presently, what are the various 

funding opportunities present in our 

country for the brick sector?

Brick Industry,  including both traditional and 

modern units, get their funding from several 

sources, Viz. Private money lenders, main 

stream banking in public and private sector, 

NBFCs and MFIs depending on the project size, 

technology,  the promoter ’s  standing,  

experience and his ability to provide collateral  

as additional security for the loan. The banks 

and NBFCs  are generally reluctant to fund the 

traditional brick units due to several bottlenecks 

Government 

government

overnment

 should discourage traditional brick units 

which use earth as the raw material for baking bricks 

on account of damage they cause to agriculture and 

environment and encourage fly ash based units which 

are environment friendly. Small size   fly ash units can 

be profitably financed under subsidy backed 

 employment programmes. There is 

increasing demand for bricks from the booming 

housing and construction industry. For large size, 

modern brick units it will be helpful if, like other large 

industry, all g  clearance for these units are 

given following “One window” approach. This will 

encourage banks to finance brick units. All lending 

from banks to brick sector should be treated as 

lending to priority sector. This will prompt banks to 

finance this sector to meet their priority sector target.
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like lack of legal clearance, environmental legislation, 

fragility of the primary security i.e. Brick stock, 

machinery etc which can be easily removed. They 

support brick units under  pressure to 

meet targets under various government sponsored 

employment programmes, and not as attractive 

business propositions. Regional rural banks and urban 

cooperative banks fund such units as a part of the 

larger business interest of financing sizeable 

consumption loans to their rich promoters. Banks are 

neutral to large, modern brick units treating it as any 

other industry, if it complies with the legal 

requirements and gets environmental clearance.

 What can be done for the easy access and 

disbursement of loans and subsides to the 

entrepreneurs?

government

Q:2 

Malawi
The Republic of Malawi is a land locked country situated in Southern 

Africa. The high rates of urbanization put tremendous pressure on the 

entire building materials sector. 

The main building materials in both urban and rural setting are bricks. In 

rural areas unburnt bricks are common. However in the last two 

decades there has been a significant shift from mud walls to burnt 

bricks. In urban areas the entire construction sector has shifted to burnt 

bricks. Majority of the brick making in Malawi is small scale, 

unorganized activity. They are fired in traditional clamp kilns using 

fuelwood as fuel. In the entire country there are only three organized 

brick industry producing good quality bricks. Brick making activity is 

scattered throughout the country but concentrated in and around the 

major three cities of Mzuzu, Lilongwe and Blantyre. 

The entire Malawi brick industry uses open clamps for firing. Due to 

poor quality of green bricks, clamps are not stacked high enough. Most 

of the clamps are small ranging from around 10,000 to 50,000 bricks. 

There is no control over the firing process in the clamps. Besides 

fuelwood, fuel in the form of leafy biomass is also used to provide 

additional energy. However the quantity and quality is not suitable to 

provide additional heat to uniformly fire the upper layers of the clamp. 

Thus the brick quality in a clamp is extremely non-uniform.

Due to high demand, all the bricks are sold irrespective of the quality. 

No class division is made of fired bricks. Fired colour of the bricks being 

produced ranges from bright red to even soil coloured denoting unfired 

quality.

contribute a lot. One can also take an equity 

investment-in which one sells a portion of the 

company to the investor in return of monetary value. 

Equity could also mean just putting in their own 

money. Monetary assistance is offered by means of 

government subsidies .



Finance is important to set up and sustain a business. 

Often entrepreneurs are not clear about the process 

of applying for a loan. This results in hesitation on the 

part of entrepreneurs to avail the loans offered by 

banks. Banks also don’t disburse loans as the 

entrepreneurs don’t provide proper documents.

Collateral free loans are offered by banks under the 

Credit Guarantee Fund Trust for Micro and Small 

Enterprises (CGTMSE). Collateral free loans upto Rs 1 

crore are provided to Micro and Small enterprises 

(MSE), as defined under the MSMED Act, 2006. This 

loan can be used for both working capital needs and 

as term loan for construction of building, office, 

acquisition of machines/ equipments including 

expansion and modernization of the unit. Security 

The Ministry of Small Scale Industries (SSI) is operating a scheme for technology 
upgradation of Small Scale Industries (SSI) called the Credit Linked Capital Subsidy 
Scheme (CLCSS). The Scheme aims at facilitating technology upgradation by providing 
upfront capital subsidy to SSI units, including tiny, khadi, village and coir industrial units, 
on institutional finance (credit) availed of by them for modernisation of their 
production equipment (plant and machinery) and techniques. This scheme is also 
applicable to the brick sector.

The scheme provided for 15% capital subsidy to SSI units, including tiny units, on 
institutional finance availed of by them for induction of well established and improved 
technology in selected sub-sectors/products approved under the Scheme. The eligible 
amount of subsidy was based on the actual loan amount not exceeding Rs 100 lakh. The 
eligible capital subsidy is to be calculated with reference to the purchase price of the 
plant and machinery instead of the term loan disbursed to the beneficiary unit.

Eligible primary lending institutions (PLI) include all scheduled commercial banks, 
scheduled cooperative banks, regional rural banks, state financial corporations and 
North Eastern Development Financial Institution after they execute a General 
Agreement with any of the nodal agencies i.e. Small Industries Development Bank of 
India (SIDBI) and National Bank for Rural and Agricultural Development (NABARD). 9 
public sector banks/ government agencies apart from SIDBI and NABARD have also 
been included as nodal banks. They include State Bank of India, Canara bank, Bank of 
Baroda, Punjab National Bank, Bank of India, Andhra Bank, State Bank of Bikaner and 
Jaipur, Tamil Nadu Industrial Investment Corporation and The National Small Industries 
Corporation Ltd. These agencies would only consider proposals only in respect of credit 
approved by their respective branches, whereas PLI would continue to be the nodal 
agencies for the release of subsidies. The eligible beneficiaries include sole 
proprietorships, partnerships, and cooperative societies, private and public limited 
companies in the public sector. Priority shall be given to women entrepreneurs. 

Units covered under this scheme include existing SSI units registered with State 
Directorate of Industries, which upgrade their existing plant and machinery with the 
state-of-art technology, with or without expansion and new SSI units which are 
registered with the State Directorate of Industries and which have set up their facilities 
with only the appropriate, eligible and proven technology duly approved by the 
Governing and Technology Approval Board (GTAB)/ Technical Sub-committee (TSC).

How to Apply for a SME loan

Raj Coking Coal is a fly ash unit situated at Kalunga Industrial 
Development Corporation, Rourkela in the district of 
Sundergarh. An electrical engineer by profession, he used to 
manufacture briquettes. In a thorough study of the local 
market in and around Rourkela, he found that there is a lack of 
availability of good quality of fly ash bricks in the region. He 
decided to switch to the lucrative business of fly ash bricks 
after realising the market potential of this enterprise. 

Mr. Kulamani Mishra invested his own money for setting up 
the enterprise. He invested around Rs 20 lakhs in inputs like 
building, machinery and equipment and other utilities like 
electrical connection, office, furniture and fittings etc. 

The production capacity of this unit is 6000 bricks per day 
which are sold at the rate of Rs 3.00 per brick. Mr. Kulamani 
Mishra is extremely happy with his decision to run a fly ash 
enterprise. 
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Keeping in view the growing demand for bricks in the construction sector in Bihar, 

there is a need to evolve new technology to manufacture construction material so 

that it is more durable and eco-friendly.

Deputy Chief Minister Sushil Kumar Modi on Thursday, made this observation at a 

workshop on cleaner brick production technologies, while supporting Bihar’s 

initiative towards low carbon economy in Patna. 

Modi said, bricks made of fly ash- usually available in and around thermal power 

stations- had captured a big market in various countries including China for his 

higher durability. 

“We are keen to promote manufacture of bricks made of fly ash. But there are 

certain technical problems because of manufacturing of bricks from fly ash is 

permissible within a 100 km periphery of a thermal power unit,” he said, adding 

that the government would soon take a decision on use of bricks made of fly ash in 

construction of government buildings. 

On the need for evolving new techniques to manufacture bricks, the deputy chief 

minister observed, that the government was also keen to promote the use of sand 

from rivers to manufacture construction material.

“We are in the process of legislating a new sand policy for better use of the natural 

resource in the state,” he said. The event was attended by secretary of the 

environment and forest dept, Deepak Kumar, who said a team of brick kiln owners 

would be sent to Varanasi for training in brick manufacturing techniques.

Others present on the occasion were chairman of the Bihar State Pollution Control 

Board, Subhaschandra Singh, Director of Development Alternatives, Dr. S Maity 

and several other experts. 

Industrial policies are a strategic effort to boost growth of the manufacturing 
sector of the economy. Every state in India has an Industrial Promotion 
policy. In these policies, priority sectors are outlined for industrial 
development along with the initiatives of the state to boost the industrial 
sectors in form of subsidies and incentives. Several states like Bihar, Odisha, 
and Tamil Nadu etc have included brick industry in their policies to enhance 
the performance of this sector. 

Under Bihar Industrial Incentives Policy (2011), bricks units are not eligible 
for subsidy except for mechanised units engaged in manufacturing 
refractory bricks and bricks from fly ash, red earth and raw industrial waste 
material. There are several incentives for MSMEs in the Bihar Industrial 
Incentives Policy including a 20% capital subsidy to new MSME units on the 
amount spent on plant and machinery subject to a maximum of Rs 75 lakhs. 
100% exemption on stamp duty is given along with 80% reimbursement of 
VAT for new units for 10 years. On the other hand, working units will get 25% 
reimbursement of VAT valid for 5 years. Entry Tax paid by new industrial units 
after commencement of commercial production, will be included in the 
amount of 80% VAT for the purpose of reimbursement. 30% reimbursement 
(maximum Rs 15 lakhs) is offered for obtaining technical know-how from any 
national or state level institutions. 75% of expenditure incurred in obtaining 
certificate of I.S.O. standard (or equivalent) from reputed 
national/international level organizations, would be reimbursed by the State 
Government to small industrial units to improve the quality of products. 

However, brick industry doesn’t get any special incentives like in the state of 
Odisha as it is not a part of the thrust sectors of the state. In Odisha, fly ash 
based industries utilizing a minimum of 25% by weight as base raw material 
will be included in priority sectors. In Odisha, new units in priority sector i.e. 
fly ash will be entitled to interest subsidy at the rate of 5% per annum for 5 
years. They give 10% capital subsidy along with 50% exemption on Stamp 
Duty and VAT. A few states like Andhra Pradesh and Tamil Nadu also take 
measures to promote cleaner technologies by giving 25% subsidy on value of 
plant and machinery acquired for cleaner production measures.

includes primary security. Primary security is the 

asset created out of the credit facility extended to the 

borrower and which is directly associated with the 

business for which the credit facility has been 

extended. This is not treated as collateral security. 

Collateral security is any other security offered by the 

credit facility. Similarly in case of sanction of 

Term/Demand loan on standalone basis, charge 

taken on current assets will not be treated as 

collateral security. 50% concession is offered on 

normal processing fee. 1 year repayment period is 

available for working capital. Working capital limits 

will be renewed every two years. For term loans, the 

maximum repayment period is 7 years including 

moratorium period.

Application forms can be taken from any banks and 

filled. An entrepreneur has to make sure that he has all 

the required documents. Documents include biodata 

and DD for processing fee of the applicant, a brief 

profile along with photo, ID proof, telephone 

bill/ration card, PAN card, IT return for 2 years and 

assets and liabilities statement of the proprietor or 

partner. Along with these, they need partnership 

deed, SSI registration, project report, power 

allocation, lease agreement, pollution clearances, 

balance sheet for 3 years along with documents 

related to the property.
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