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From The Editor's Desk

Economic Reforms & Empowerment of The Poor

he underlying objective of introducing any

reforms by a welfare state is to re-structure
the sector in such a way that the benefits of
development flowing from the policies of the
Government percolate to the maximum number
of people in the country. The Govt. of India had
introduced economic reforms in 1991 to re-
structure the economyf/financial system with a
view to securing optimum utilization of the
financial resources, removing artificial road-
blocks and managing the country’s resources in
a manner which could embrace all the segments
of the population and thereby ensuring distributive
justice and reduction in the poverty levels. It may,
however, be mentioned that the economic reforms
were introduced by the Government primarily to
cope with the unprecedented financial crisis
emanating from depletion in the forex reserves
to an all time low resulting in the Government’'s
inability to service its debt obligations to the World
Bank and IMF. The economic reforms undertaken
by the Government have gone a long way in
opening up the economy and removing
unwarranted controls and restrictions with regard
to licensing of industrial projects, de-regulation
of the banking sector and paving the way for
global competitiveness. Since the focus of these
reforms was limited and confined to elite
segments, they unfortunately, bypassed the
primary sectors of the economy, i.e. agriculture
and rural development. These reforms have so
far proved to be anti-poor and had a counter-
productive effect though marginal benefits did
accrue to the poor through trickle down process.
The planners, economists and bureaucrats have
been advocating that these reforms were intended
to alleviate poverty and unemployment in the
country. It has become almost a fashion among
our politicians, planners and economists
to preface their presentations and speeches with
their resolve to remove poverty from the country
and ensure distributive justice. It seems ‘poverty’
in this country is being treated as an ‘industry’
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where vested interests
thrive and prosper. It will
not be an exaggeration to
say that one-third of the
country’s population is
living below the poverty-
line and a large fraction of
such population lives in
rural areas. Another &
interesting feature about
poverty is that there has
been sharp disagreement among the planners and
the economists regarding the magnitude of poverty
in this country; different statistics have been
issued in this regard from time to time. The fact,
however, remains that the entire planning in this
country, as also the process of economic reforms
and liberalization have embraced only about 10%
of the total population. The teeming millions, who
are reeling under abject poverty have to pay the
price of these reforms and bear the brunt. A large
number of poverty alleviation programmes have
been undertaken by the Government of India and
the State Governments during the past 50 years
and thousands of crores of rupees have been
spent through these schemes for empowerment
of the poor. If one were to calculate the total
outlay spent by the Government for developing
rural areas and for alleviation of poverty during
the last 10 Five-Year Plans, the whole rural
sector would appear to have been over-
developed. The allocation of huge funds on the
rural development schemes have not gone to the
target groups and have been manipulated to a
large extent by the grass-root level politicians and
bureaucrats.

Shri K.K. Mudgil

There is no denying the fact that lot of
development has taken place in the economy and
the reforms undertaken by the Government have
facilitated integration of the domestic economy
with the world market. The steady growth in the
GDP coupled with lowering of inflation rate and



unprecedented rise in the foreign exchange
reserves are indicative of the strong economic
fundamentals putting the economy on the growth
path. This growth, however, did not generate
commensurate employment opportunities. It is a
matter of serious concern that the growth of
employment had indeed slowed down during the
past decade from 2.04% (1983-1984) to 0.89%
(1994-2000). Dr. P.N. Roy, an eminent
Economist had characterized this situation as
“Jobless Growth” and termed the mounting
unemployment and poverty in the country as
“Discontents of Globalisation”.

In this whole process of economic
liberalization, the rural sector, which accounts for
74% of the total population in the country, seems
to have been neglected. The gains flowing from
the planned economic development and
economic reforms do not appear to have
percolated to the people at the grass-root level.
The distribution of national income, therefore, has
become highly skewed inasmuch-as about 10%
of the population owns 90% of the nation’s assets.
There has been concentration of power and
wealth in the hands of few people, who are
presiding over the destiny of the country. The per-
capita income in this country is about $ 600 per
annum, which also includes the above 10% of
the people, who own bulk of the assets. Therefore,
any growth in GDP would further accentuate the
income disparities between the rich and the poor.
The planning should, therefore, ensure distributive
justice to the people and remove glaring
disparities in the distribution of national wealth.
This cannot be done merely by spending money
in rural areas through various development
schemes. The planning should aim at creating
productive activities in the rural areas and
developing skills among the youth to undertake
self-employment ventures. In this connection, it
Is imperative to impart technical skills to the people
of rural areas by setting up of industrial training
institutes at block/district level. Such a
development effort could build confidence among
the youth in the rural areas to set up their own
ventures and thereby improve their living

standard. This will also go a long way in arresting
migration of labour force from rural to urban
centres. Over-dependence of population on land
had resulted in sub-division and fragmentation of
land holdings resulting in increase in the number
of small and marginal farmers. Besides, it has
led to phenomenal rise in the number of
agricultural labourers in the country. Since there
are no alternative avenues of employment or self-
employment in the rural areas, they either
languish as casual labourer or migrate to urban
centres in search of their livelihood. This vicious
circle goes on unabated in the rural areas and
the situation seems to have assumed alarming
proportions. Because of lack of employment
opportunities and dwindling life standards, social
tensions are growing even in the village
community.

The planners and the economists in this
country must, therefore, take cognizance of the
ground realities and draw up schemes for
introducing labour-intensive activities, besides
initiating sustainable programmes for upgradation
of technical skills and re-vitalization of rural
industrialization. The salvation of the country lies,
in the present circumstances, to revival of rural
and cottage industries on a massive scale. This
will rehabilitate traditional artisans in the rural
areas and will encourage unemployed youth to
set up their own ventures depending upon their
technical skill, which should be imparted to them
in an organized way. The empowerment of rural
poor can take place only if bulk of the agricultural
produce is processed in the rural areas, besides
setting up ancillary industries based upon
availability of raw-material and local skill. This
would result in value-addition of agricultural
produce leading to generation of productive
employment opportunities in a sustainable way.
This process would eventually empower rural
poor and push them above the poverty line.

o I .
MLk

(K.K. MUDGIL )
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APPOINTMENTS

¢ Shri Jagdish Rai, IAS has been appointed as Development
Managing Director, Uttar Pradesh Financial Corporation Ltd.
Corporation (UPFC), Kanpur vice Shri Majid Ali. (WMDC), Pune

vice Smt. Sonia

¢ Shri V. Giriraj, IAS has been appointed as
Managing Director, Maharashtra State Financial Sethi.
Corporation (MSFC), Mumbai vice Shri Sameer + Shri Zohmangaiha,
Kumar Biswas. IRS (Retd.) has

been appointed as

. Smt. Neerja Sekhar, IAS has been appointed as
Managing Director, Zoram Industrial Development

Corporation Ltd. (ZIDCO), Mizoram vice Shri
Lallungmuana.

Managing Director, Haryana Financial Corporation
(HFC), Chandigarh vice Shri Ram Niwas.

* Shri R.N. Joshi, IAS has been appointed as
Managing Director, Western Maharashtra
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CHANGING FACE OF RURAL INDIA

Journey of Rural Credit in India Over The Past Sixty Years
Sandeep Kumar & Smita Anand *

Even today, approximately 70% of the total
population in India lives in rural areas. Lack of access
to financial services for the vast majority of Indian
population is the biggest hurdle in realizing the full
growth potential of economy in this non-urban part of
the country. As Prof. Muhammad Yunus said, “Credit
is a kind of key, a passport to explore the potential of a
person. Credit was the real missing link between people
and their creative potential. | wanted to make credit
available to more and more poor people to give them
the chance of better future”. Therefore rural credit has
to play a critical role in the socio-economic development
of our country.

Broadly, credit delivery channels in India can be
classified as Non-Institutional. The Non-Institutional
sources include money-lenders, traders, friends and
relatives. Institutional sources include set of multi
agency institutions namely, Co-operative Banks,
Commercial Banks, Regional Rural Banks and Micro-
Finance Institutions. The basic objective of these
institutional sources is to provide financial services to
the rural people at affordable rates. This paper
discusses the history and different phases in the
journey of rural credit in India over the past sixty years.

Money Lenders

At the time of independence, due to absence of
other sources of credit, people were largely dependent
on local money lenders for their credit needs. The
interest rate charged by these money lenders was very
high and exploitative in nature. Farmers generally used
their crop as collateral and committed to sell their output
to these money lenders. These loans were used to
meet agricultural requirements like seeds, fertilizers,
pesticides etc and also for consumption needs.

According to All India Rural Credit Survey, Non
Institutional sources supplied 91.27% of the total rural
credit in 1951-52. This share has declined to 71% in
1971-72 and further to around 36% in 1990-91. Despite
a perceptible increase in the flow of rural credit from
institutional sources, financial needs, primary credit,
are still primary met by informal sources (different
avatars of erstwhile moneylenders). In 2002 the share
of non-institutional credit was around 43% of the total
rural credit.

Co-operative Movement

Co-operative credit is considered as the most
appropriate institutional arrangement for rural finance.
Being based in rural areas with members drawn from
local population, these institutions are best to cater to
both long and short term credit needs of the villagers.
Cooperative credit structure in India consists of a 3-tier
structure. At the apex are the State Cooperative Banks
followed by District Cooperative Banks at the district
level and Primary Agricultural Credit Society (PACS) at
the grass root level. These Co-operative banks take care
of short term credit needs in rural areas while State
Cooperative Agricultural and Rural Development Bank
take care of long term credit needs in these areas.

The cooperative movement was initiated in India
in 1904, with the adoption of Cooperative Society Act,
but its role was almost negligible in the pre-independence
period. However after independence these agencies
made considerable progress. For instance, in 1950-51
cooperatives provided only 3.1% of total rural credit,
which has increased to 2.7% in 1970-71. The amount of
aggregate credit, both short an long term, was 28,947
crore in 2005-06 as against Rs.24 crore in 1950-51. The
number of Primary Agricultural Credit Societies,
supplying short term credit is around one lakh and the
number of cooperative land development bank is around
750. In fact, the credit cooperatives have played an
important role in improving the agro-economic situation
of the country. Despite considerable progress, the
cooperative system in India is beset with some serious
problem like, dominance of large farmers, weak financial
position due to large overdue and low recovery rate, poor
management and efficiency in working methods,
inadequate and unsatisfactory agencies for dispensing
production-oriented credit etc. In last few years, several
steps have been taken to solve these growing problems
of cooperatives.

Growth of Commercial Banks

After Independence, the share of commercial banks
in rural credit was very low. During that period, villagers
were mainly dependent on money lenders and
cooperative banks to meet their credit requirements.
According to All India Rural Credit Survey, share of banks
in rural credit was only 0.95 in 1951-52 which was further
reduced 0.7% in 1961-62. With the objective of expanding
banking facilities to rural areas, 14 banks were
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nationalized in 1969. This was followed by nationalization
of few more banks in later years. In 1970, RBI formulated
its first licensing criterion for unbanked locations in the
country. As per this criterion, for every new branch in
already banked area, each bank would have to open at
least three branches in unbanked rural or semi-urban
area. Later on RBI has increased the banked:unbanked
ratio to 1:4. The series of efforts gave a boost to
expansion of banking infrastructure in rural India. Banking
in India has now moved from class banking to mass
banking. The number of branches in rural areas has
increased by almost 18 times during this period. The
share of rural branches has increased from 22% to 53%
during the same period. Credit-deposit ratio for rural areas
has increased from 37.5% in 1969 to 48.50% in 1995.
The advances from scheduled commercial banks to
priority sector have also grown by leaps and bounds.
The share of priority sector advances in total credit has
increased from 14.0% in 1969 to 33.7% in 1995. Thus
bank expansion has played a vital role not only in freeing
large number of rural people from the clutches of the
moneylenders, but also in India’s rural development.

However, the expansion and promotion of banking
in rural India has taken a backseat after reforms taken
place in 1991. Though the number of total bank offices
has increased during this period, the number of branches
in rural India has decreased from 35,329 in 1994 to 32,481
in 2002. Credit-Deposit ratio has also declined from
around 50% in 1994 to 41.8% in 2002. The number of
rural credit accounts has also declined from 3.22 crore
in 1991 to 185.73 lakhs in 2004. However, rural deposit
has increased during this period. The proportion of non-
institutional debt in rural areas has also gone up from
9.8% in 1991 to 15.5% in 2001. This reversal in trends
might be possible because of the new policies adopted
by Commercial banks. In order to become more
competitive and financially viable, these banks started
reducing their Non-Performing assets. Most of these
banks adopted the policy of mergers and acquisitions
which in turn reduced the number of branches and other
banking operations like advancement of loan etc. in rural
areas. The decline in CD ratio between 1991 and 2001
shows that deposits mobilized from rural India are being
utilized elsewhere. Also, the commercial banks have
failed to fill the gap generated by cooperatives in
availability of credit for rural people.

Regional Rural Banks & NABARD

Despite massive bank expansion, there was still a
felt need for specialized financial institutions to cater to

the needs of the weaker section of rural society and to
supplement the work of commercial and cooperative
banks. Keeping these objectives in mind, Regional Rural
Banks were established under the RRB Act, 1976.
Initially, 5 RRBs were set up, but later the number rose
to 196 with large number of branches in remote unbanked
areas of the country. However, the reality is that most
of the regional rural banks are running in losses. In 1995-
96, out of 196 RRBs in India, 164 made losses and only
32 made profits. The deposits of RRBs as on March 31,
2003 amounted to Rs.48,341 crore and loan outstanding
atonly Rs.21,730 crore. In 2003-04, RRBs share in total
institutional credit to agriculture was only 8.7%. The
number of RRBs has decreased from 196 in 1990 to 104
by 2006. To solve these problems and restructure the
operations of RRBs, several measures have been taken
in recent years.

Another major landmark in the history of
development of rural credit in India was the establishment
of the National Bank for Agriculture and Rural
Development (NABARD) in July 1998, by merging the
Agricultural Refinance and Development Corporation, the
Agricultural Credit Department and Rural Credit and
Planning Cell of the RBI. NABARD is an apex institution
in the field of rural credit. It does not deal directly with
rural people. It grants assistance indirectly through
commercial banks, cooperative banks, RRBs etc. During
2004-05, the total disbursement of credit by NABARD
was Rs.1,25,309 crore. In 2005-06, ground level credit
flow to agriculture and allied activities was Rs.1,57,480
crore. NABARD has also initiated several innovative
projects like Rural Infrastructure Development Fund
(RIDF), Kisan Credit Card Scheme, and Watershed
Development Fund etc.

Conclusion

Despite all the noble efforts on the part of the
government and non-government agencies, access to
financial services for all at affordable rates remains a
distant dream. Remoteness of the rural areas and poor
infrastructure leads to market inefficiencies and a huge
gap between demand and supply. Problem is
compounded by the fact that the rural population is still
largely illiterate and not so technology driven (technology
itself comes at a cost). For the overall development of
our country these problems related to rural credit should
be addressed in a proper way. Steps are required at
both policy level and organizational level to solve these
problems.

o

C * The authors are Delhi based Freelance Writers )
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QUESTIONS OF CYBERQUIZ~10

PDP series of computers manufactured by Digital Equipment Corporation /
(DEC) from early 1960s to mid-1990s occupies a special place in the
computing history. Particularly, the PDP-11 was a very popular machine
having a number of novel features in its time. What was the full name of
PDP ?

[a] Powerful Data Processor;
[b] Programmed Data Processor;
[c] Programmed Database Processor;

[d] Parallel Data Processor.

The term mainframe originally referred to what ? \

[a] Computers made up of vaccum tubes;

[b] The Cabinet containing the central processing unit;

[c] Computers made by IBM;

[d] Super Computers.

When was the term “mainframe” began to be used to refer to large room-filling computers?
[a] When the first truly electronic computer was built;

[b]  With the introduction of IBM System/360;

[c] Inthe early 1970s with the introduction of minicomputers;
[d] Inthe 1980s with the introduction of PCs.

Which type of computers has earned the nickname of “big iron” ?
[a] Any computer that has become completely obsolete;

[b] Large, expensive, room-filling mainframes;

[c] Industrial robots;

[d] Computers without any pre-loaded software.

Where was the first electronic computer installed in India ?

[a] Indian Institute of Technology, Kharagpur;

[b] Defence Research & Development

[c] Hindustan Aeronautics Ltd.; Bangalore;

[d] Indian Statistical Institute, Kolkata
ooa

( For Answer See Page No. 16 )
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INFLATION, GROWTH AND POVERTY

Devendra Kumar Pant *

Ever since independence, poverty alleviation was
accorded high priority in Indian planning process.
A number of anti-poverty programmes have been
launched from time to time to reduce the incidence of
poverty in the country. At the same time, after signing
Millennium Development Goals (MDGSs), India has further
committed itself to reduce incidence of poverty to half
by 2015 from the proportion of people below poverty line
must be reduced from nearly 37.5% in 1990 to about
18.75%. Ason 1999-00, the proportion of people below
poverty line was 26.1% with a poverty gap ratio of 5.2%,
share of poorest quintile in national consumption was
10.1% for rural areas and 7.9% for urban areas and
prevalence of under weight children was of the order of
47%.

Presently, India is on a higher growth trajectory
and aspires to achieve double digit growth. However,
the main question is whether the fruits of this economic
development are being reaped by everyone, or some
strata of the population are being reaped marginalised
by the growth process. Sustaining high level of economic
growth over a period of time is solution to most of the
problems faced by a developing country like India. There
is no unanimity on the impact of economic growth on
poverty alleviation. While the proponents of trickle down
theory argue that the rapid growth would lead to poverty
alleviation, the opponents of trickle down theory lay more
emphasis on distributional polices aimed at safety nets
such as public distribution system etc. Even the
international experience of growth performance and
poverty reduction has been a mix bag and among the
economies which experienced faster growth and poverty
reduction, development policies differed from country
to country. Despite the difference of opinion among
different schools of thoughts, it is accepted that,
sustained high economic growth over a period of time
could solve most of developmental problems including
poverty alleviation. Need of the hour for a developing
country like India is to formulate economic growth
policies aimed at inclusive growth.

While the current growth process has been strong,
it is accompanied by rising inflation. Wholesale Price
Index (WPI) based inflation in 2006-07 had been 5.4%
up from 4.4% in 2005-06, for 14 consecutive weeks,
point to point inflation, starting from week ending
December 12, 2006 to March 24, 2007, during year 2006-

07, was in excess
of 6%. On week
ending January
27, 2007 point to
point inflation
peaked at 6.7%.
While WPI is
based on 540
commodities and
commodity

groups, sectors

such as services 7 T

and assets such

as housing, real

estate, equities are not part of its commodity basket.
Prices of this asset class were on northward movement
in last few years. In general, in 2006-07, inflation
expectation of the Indian economy was high. Both
Government of India (Gol) and Reserve Bank of India
resorted to fiscal and monetary measures to check rising
inflation. While Gols fiscal measures were aimed at
controlling inflation originating from supply side problems
through reduction in taxes and duties of essential items,
RBIs monetary measures were aimed at attacking assets
price rise through hiking interest rate.

S

i 1

Monetary conditions, especially interest rate have
particularly large impact on housing prices. RBIs
response is in line with the international evidence that
the housing price bursts during the late 1970s and the
early 1980s actually followed the tightening of monetary
policy aimed at reducing inflation. Tighter monetary policy
achieved desired objective and the volatile upward
movement of credit growth to sectors such as housing,
personal and car finance was checked. However, tighter
monetary policy has raised apprehensions of slowdown
of economy as witnessed in the late nineties. There is
plethora of literature on nexus between inflation and
growth. In general, when economy migrates from a low
growth path to a high growth path, in short run it is
accompanied by rising inflation rate, as demand rises
and it takes time for capacity augmentation. In medium
to short term, once capacities are augmented, pressure
on prices and thus inflation starts recedes gradually. In
Indian context relationship between Gross Domestic
Product (GDP) and inflation is inconclusive, correlation
between GDP growth and inflation during 1993-94 to

C * The author is Associate Director, Fitch Ratings India Pvt. Ltd. )
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2006-07 is 0.013 (Table-1). Despite short-run positive
relationship between inflation and growth, higher inflation
in medium to long-run could affect growth process
adversely.

TABLE-1
GDP Growth and Inflation Rate
Year GDP Inflation Rate
1993-94 5.7 8.4
1994-95 6.4 125
1995-96 7.3 8.1
1996-97 8.0 4.6
1997-98 43 44
1998-99 6.7 5.9
1999-2000 6.4 3.3
2000-2001 4.4 7.2
2001-2002 5.8 3.6
2002-2003 3.8 3.5
2003-2004 8.5 5.4
2004-2005 7.5 6.5
2005-2006 9.0 4.4
2006-2007 94 5.4

Impact of inflation or rising prices on poverty is
through reduced purchasing power. In Indian context,
incidence of poverty is estimated on the basis of state
specific poverty lines estimated for the year 1973-74.
These poverty lines correspond to the consumption
basket associated with the given calorie norms and
meets a minimum of non-food requirements such as
clothing, shelter, transport etc. The relative price
differentials prevailing in different states get reflected in
the state specific poverty lines. These poverty lines are
updated using the state specific Consumer Price Index
for Agricultural Labourers (CPIAL) for estimating and
updating the rural poverty lines and Consumer Price
Index for Industrial Workers (CPIIW) for estimating and
updating the urban poverty lines. Hence, incidence of
poverty depends on nominal income which depends on
sectoral and overall growth of economy and price growth.
In addition to interstate variation in income generation
and consumption pattern, these differ across rural and
urban areas, leading to differential impact of inflation on
poverty. Interms of consumption pattern, food, beverage
and tobacco groups has 60.15% weightage in CPIIW,
while the same is 72.94% in CPIAL. For cereals,
weightages are 20.47% and 40.94% for CPIIW and
CPIAL respectively. Impact of inflation on poverty will
differ according to relative composition of inflation. For
same level of inflation, if inflation is originating from
cereals, it will have more severe adverse impact on

poverty compared to inflation originating from ‘fuel and
light’ or ‘clothing and footwear’ groups.

In India, incidence of poverty declined gradually
from 54.88% in 1973-74 t0 21.77% in 2004-05. Poverty
at all India level on the basis of mixed recall period (MRP)
consumption declined from 27.1%, 23.62% and 26.1%
respectively for rural, urban and all area in 2004-05
resulting in the Rate of Decline of Poverty (RDP) as
3.57 per cent. Poverty estimates for 1999-00 and 2004-
05 are not strictly comparable with earlier poverty
estimates. However, some broad conclusions could be
drawn on the RDP vis-a-vis rate of growth of Indian
economy and WPI based inflation rate.

Average RDP during 1973-74 to 2004-05 for rural,
urban and all areas is estimated as 3.01%, 2.47% and
2.90% respectively with corresponding average elasticity
of poverty reduction with respect to growth as 0.59, 0.47
and 0.57 respectively. Which implies that compared to
urban poverty, rural poverty decline is more susceptible
to growth performance. Both the RDP and aggregate
income growth during 1993-94 to 1999-00 has been the
highest for six periods. The observed elasticity of poverty
reduction during this period is similar to what has been
observed during 1983 to 1987-88. Does it imply that the
trickle down hypothesis is working for poverty reduction?
Correlation between aggregate income growth and rate
of decline of poverty (all areas) is not very strong (0.46).
However, it provides sufficient evidence against rejection
of trickle down hypothesis. Trickle down hypothesis is
stronger for urban areas. Correlation between aggregate
income growth and the RDP for urban areas is 0.71,
while the same for rural areas is 0.35.

Turning towards RDP in rural and urban areas, this
is not the first time that the rural RDP is more than urban
RDP. Same phenomenon was observed in earlier periods
also — 1977-78 to 1983, 1983 to 1987-88 and 1993-94
to 1999-00. Ratio of rural to urban RDP observed during
1999-00 to 2004-05 at 2.54 is slightly higher than 2.34
observed during 1983 to 1987-88. Both these time periods
coincide with low average agricultural GDP growth (0.06%
decline in average agricultural GDP growth during 1983-
84 t0 1987-88 and 1.76% growth during 1999-00 to 2004-
05). More importantly, absolute number of rural poor
declined by 229.44 lakh between 1999-00 and 2004-05,
while the urban poor increased by 11.93 lakh. Barring
1973-74 to 1977-78 and 1987-88 to 1993-94, absolute
number of rural poor declined during other four time
periods. While urban poor declined only during 1993-94
to 1999-00 period.

What are reasons for differential impact of aggregate
economic growth on poverty reduction in rural and urban
areas? As mentioned earlier, incidence of poverty is

- SEPTEMBER - OCTOBER 2007 9 .::l



estimated on the basis of state specific poverty lines
updated on the basis of growth of CPIAL and CPIIW for
rural and urban areas respectively. A closer look at the
CPI based inflation reveals that the period of lowest RDP,
1987-88, to 1993-94, coincides with maximum growth of
CPI based inflation both for rural and urban areas. Main
reason for higher RDP during 1983 to 1987-88 and 1999-
00 to 2004-05, periods characterised by declining and
slower growth of agricultural GDP, is slower growth of
CPI both for rural and urban areas.

Sectoral contribution to inflation also plays its role
in RDP. WPI of broad commodity groups is used to
analyse relationship between sectoral prices and the
RDP. The RDP of poverty (all areas) is inversely related
to WPI based inflation of all commaodities (correlation =
-0.71). However, response of the RDP to WPI base
inflation for all commodities is stronger for rural areas
(correlation =-0.81) compared to urban areas (correlation
=-0.08). Strong inverse relationship between the RDP
in rural areas and WPI based inflation suggests that the
rural poverty is more responsive to price fluctuation as
compared to urban poverty. A closer look at the
relationship between the RDP and sectoral WPI based
inflation reveals that barring non-food articles, ‘fuel,
power, light and lubricants’ and manufactured products,
impact of inflation on the RDP is stronger in rural areas.

Observed trend of the RDP vis-a-vis aggregate
growth and inflation suggests that while inflation has
strong impact on the RDP in rural areas, in case of urban
poverty itis aggregate growth. Wider rural-urban income
differential is one of the plausible reasons for differential
impact of growth and inflation on poverty in rural and

urban areas. Slower growth of agriculture sector is mainly
responsible for weaker response of rural poverty to
aggregate growth. Initial driver of recent economic growth
had been services, which is now supported by industrial
sector. With services and industrial sectors mainly being
urban centric, rural population has failed to reap benefits
of recent upturn in economic growth. On the contrary,
inflation, which has larger impact in rural poverty
alleviation, ha increased. To address issue of rural
poverty, economic policy should focus towards a policy
mix of increasing rural income — increasing agricultural
growth and industrial and services activities in rural areas
— and low inflation. In this context, 11" five year plan
target of 4% agriculture growth is a right step towards
inclusive growth and rural poverty alleviation.

What does these relationship and available growth
and inflation trend tell us about current poverty situation
in India. While, the observed growth trend has been
strong during 2005-06 to 2006-07 (two year period after
the last poverty estimates), it has been accompanied
by high inflation, both WPI and CPI based, especially in
2006-07, although now it is on declining path. While the
strong growth trend would certainly result in a decline in
incidence of poverty in urban areas, high inflation could
possibly derail some of the benefits of strong rural poverty
alleviation trend observed during 1993-94 to 2004-05.
In this situation government’s initiatives in the form of
renewed focus on increasing agricultural growth, national
rural employment guarantee programme and other
poverty alleviation programmes could help in increasing
rural income and thus mitigate some of the adverse
impact of inflation or rising prices.
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LETTER TO THE EDITOR

Hari Singh
7290, B-10, Vasant Kunj,
New Delhi-110070

Dear Editor,

| have read with great interest your indepth analysis of inadequate agricultural credit
facilities and suicides by farmers. Your untiring efforts and analysis, fully supported by
figures and facts, make a convincing case to meet credit needs of farmers, who constitute
60% of nation’s work force.

Adequate credit availability for agricultural sector at concessional rate of interest is
essential to increase food production, to feed our vast population without resorting to import of food grains at
prohibitive cost. The credit availability at affordable rate of interest for agricultural sector is one of the major
ingredients, besides quality seeds, know-how, fair procurement prices, efficient foodgrain procurement system,
improved agricultural infrastructure and irrigation facilities.

The vast percentage of nation’s population, dependant on agriculture, living below poverty line, is bound to
add to law and order problems and pose risk to peace and harmony in the society. The vast hardy agricultural
workforce with knowledge of the country side, suffering from deprivation of legitimate resources to educate and
feed their children can be easily lured to join naxalites and terrorists outfits.

It is, therefore, essential, as editor has made a strong convincing case, that credit needs of agricultural
sector are met to improve agricultural production, lot of agriculture dependant population, have requisite share of
agriculture in growth of GDP and to promote peace and harmony in the society.

Yours sincerely,

Sd/-

(Hari Singh)
Principal Director (Retd.)
Ministry of Defence,
Government of India.

Read COSIDICI COURIER REGULARLY AND BE UPTODATE
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PROFILE OF MEMBER CORPORATIONS
Andhra Pradesh Industrial Infrastructure Corporation Ltd. (APIIC)

PlIC has contributed immensely to industrial

infrastructure development in Andhra Pradesh. Shri
B.P. Acharya, IAS has brought about an amazing
transformation in its functioning. APIIC is embarking
on aroadmap with a forward-looking agenda and has so
far has acquired land close to 33,000 acres.

APIIC has been successful in executing major
infrastructure projects in Andhra Pradesh through Public
Private Partnerships (PPP). The Public Private
partnership approach’s goal concept is a partnership
between the public and private sector for the purpose of
delivering a project or service traditionally provided by
the public sector. It is essentially an arrangement to
mobilize financial resources and expertise from private
sector to meet the growing demand for infrastructure
services.

APIIC has clearly understood the relevance of
public private partnerships, as infrastructure shortages
are a major constraint to further economic development.
The government budget is unable to support required
financial needs and heavy time and cost overruns in
completion. The delivery of services, operational and
financial performances are, relatively poor under public
management. The APIIC’s new initiatives are Business
District and Trade Tower, Hyderabad, APSEZ
Visakhapatnam, IT/ITES SEZ, Vijaywada and IT/ITES
SEZ, Nanakramguda.

APIIC is working at even distribution of industrial
infrastructure development. Out of the total number of
61 SEZs in Andhra Pradesh, APIIC is assisting 36
SEZs. Some of the major Special Economic Zones
developed or assisted by APIIC are the multi-product
APSEZ, Visakhapatnam and products specific SEZs
like IT/ITES SEZ, Hill No. 3, Visakhapatnam, IT/ITES
SEZ Vijaywada, IT/ITES SEZ, Nanakramguda and other
districts — Mahboobnagar, Warangal, Medak,
Srikakulam, West Godavari, Krishna, Guntur, Nelore,
Chittoor and Ananthapur.

With the Andhra Pradesh Government deciding to
be the prime promoter of Fab City project replacing Sem
India as the main investor, Special Purpose Vehicle
(SPV) has been set up. The Government has entrusted
APIIC to oversee progress and establish public-private
partnerships with developers. APIIC will hold the majority
51% equity and retain management control.
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The state
Government has
accorded top] priority for

development of the Fab
City and has thus far
invested about Rs.58
crore for water supply,
Rs.62 crore  for
dedicated power and
other infrastructure. Itis
anticipated that Fab City
will create 5,000 jobs by
2009 and up to 1.4 million
jobs by 2016 in over 200 ancillary industries.

Sh. B.P. Acharya IAS,
Vice-Chairman &
Managing Director, APIIC

The Fab City project is another major responsibility
entrusted to APIIC other than its pioneering efforts in
establishing HITECH City - Cyberabad, Mind Space
Project, Integrated Township & Convention Centre,
Financial District, Hardware Park, Visakhapatnam
Industrial Water Supply Company, Jawaharlal Nehru
Pharma City, Visakhapatnam, Genome Valley
Biotechnology Park | & Il, Hyderabad and Genome Valley
Bio-Tech Park Phase lIl.

A growth rate of 800% enabled the employees of
APIIC to get a two-month salary as incentive for their
performance in 2006-07. Shri B.P. Acharya is responsible
for bringing a change in the attitude of the employees
as he encouraged them to understand, learn and
implement the finer aspects of management during their
interaction with the private sector. From a Rs.40to Rs.
50 crore per annum performance, APIIC has reached
above Rs.1000 crore. The projected target for 2007-08
is Rs.4000 crore.

APIIC is focused on the maintenance of the existing
industrial areas with the allocation of substantial sums.
The earlier industrial areas are given a facelift by
improving the roads. Rs.50 crore has been allocated for
infrastructure development and Rs.50 crore has been
allocated for environmental projects.

With a record of successful establishment of 3500
industrial areas, 4800 dormitory units, 466 commercial
shops and backed by the right kind of political will, APIIC
is on the right track to create and support the industrial
infrastructure development in Andhra Pradesh.
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MEMBER CORPORATIONS~THEIR ACTIVITIES

KSIIDC

Karnataka Information Technology Venture Capital
Fund

enture Capital concept though started in United

States about 50 years back has taken root in India
in the recent years particularly during the 1990s. As
against conventional funding of industry by way of term
loan and to a limited extent by way of seed capital and
soft loan to bridge the gap in the promoters contribution,
the Venture Capitalists invested in the industry
participating in ownership of the investee companies.
In the Indian context, the assistance under VC would
be by way of outright investment in equity capital or by
way of convertible preference shares or even convertible
debentures as permitted by The Securities & Exchange
Board of India (SEBI). The VCs are suitable for
sunrise industries like Information Technology (IT), Bio-
technology (BT) and other knowledge based industries
which generally do not get funding from the conventional
sources like Banks and other Financial Institutions.
Venture capital is a high risk, high return ball game.
Normally 2 out of 10 invested companies only survive
and give good returns. VC Funds are prepared to take
this risk and earn their returns out of the good
investments. To take advantage of the growing IT &
BT industries in the country a number of VCs have been
set up; some supported by financial institutions like
ICICI, UTI, IDBI etc. and many in the private sector
which have mobilized funds from foreign sources/NRIs.

Despite many VC funds being set up, it was felt
that these large VCs were catering only to big companies
that too well established companies or which have strong
promoters with opportunity to recoup their money quickly.
There was none to support small companies set up by
middle class IT professionals who did not have financial
muscle to survive on their own. Hence, SIDBI and the
state level institutions thought of regional VC Funds in
different states and set up small VC funds.

Karnataka Information Technology Venture
Capital Fund (KITVEN Fund) is one of the early
movers among the regional VC Funds due to dynamic
leadership provided by the state level institutions like
Karnataka State Industrial Investment & Development
Corporation Limited [KSIIDC] & Karnataka State
Financial Corporation [KSFC]. These institutions with
the backing of SIDBI have set up KITVEN Fund, a

Rs.15 crore IT
specific Fund to
support the IT
technocrats to realise
their dream of
becoming
entrepreneurs in
1999. The
philosophy and the
investment criteria,
etc of this Fund are
outlined below : -

Investment Situations

KITVEN Fund’s primary objective is to make
available long-term funds to new/unlisted companies in
the IT sector to :

¢ Develop competitive products and cutting edge
technology;

¢ Manufacture and commercialise the product
development;

¢ Move up in the value chain;

¢ Expand and upgrade existing capabilities to cater

to a wider clientele;

¢ Growth and expansion of an established company
including product diversification and forward/
backward intergration;

¢ Turnaround financing.
Investment Range and Instruments

¢ The KITVEN Fund had undertaken investments
in the range of Rs.25 to Rs.150 lacs.

Investment Instruments :
¢ Preferred form of instrument is Equity;

¢ Fund also considered other instruments like
Preference Capital, Debentures etc.;

¢ Combination of any of the above.
Investment Opportunities

¢ Very few VCs are funding the SME segment;

¢ Knowledge based industries are growing fast and
have capability to go global with innovative ideas;
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* New successful innovations will fuel Mergers and
Acquisition by large players;

* Successful & proven world class engineers/
professionals evident in the US are now turning
to India who are potential Entrepreneurs.

Management of the Fund

Karnataka Asset Management Company Private
Limited (KAMCO) promoted by KSIIDC, KSFC & SIDBI
manages the Fund and the Trustees of the Fund are
Karnataka Trustee Company Private Limited (KATCO
which has shareholding of 50% each by KSIIDC &
KSFC).

Progress of the Fund

KITVEN Fund has so far invested Rs.17.56 crore
in 17 companies. It has also divested investments in 8
companies and got Rs.13.20 crore as against investment
of Rs.6.56 crore. It has so far repaid Rs.12.75 crore to
the investors. The investments still outstanding is about
Rs.11 crore which is expected to return about Rs.25
crore when divested. Some of the now well known
companies in which KITVEN Fund invested during their
nascent stage are RelQ Software Private Limited,
Indegene Life System Private Limited, ECAD
Technologies Limited, Comat Technologies Private
Limited, Proteans Software Solutions Private Limited,
iLantus Technologies Private Limited etc.

KITVEN Fund-2

Karnataka Asset Management Company Private
Limited (KAMCO) after successful execution of KITVEN
Fund and gaining confidence is in the process of setting
up KITVEN Fund 2 with expected corpus of Rs.50 crores
contributed by KSIIDC, KSFC, SIDBI and others. With
the enlarged corpus the KITVEN Fund 2 would be in a
position to support start-up companies in Information
Technology, Biotechnology, Pharma & other Knowledge
based industries upto Rs.3 crore to startwith and
additional support of Rs.2 crore during the 2nd round
funding. The Fund is expected to be launched by
September/October 2007. With launching of KITVEN
Fund-2, needs of the small knowledge based industries
for Venture Capital support will be largely met.

IPICOL

IPICOL conducts Road show

As a part of Team Orissa initiative, IPICOL, the
State Level Nodal Agency for investment facilitation,

14 COSIDICI COURIER

promotion and generation, conducted its maiden road
show outside the state. The road show venues were
Hissar in Haryana and Ludhiana in Punjab, for three
reasons. Firstly, the Industrial Policy Resolution 2007,
of the Government of Orissa, lays special emphasis on
development of ancillary and downstream industries, auto
component industry, and accorded it the status of ‘thrust
sector’. Secondly, to promote new investment in ancillary
and downstream industries, it is important for Orissa
SMEs to leverage the presence of large industries having
investment base in Orissa as well as in their own states.
Thirdly, to expose our SMEs to one of the key
manufacturing/engineering hub: Ludhiana. A 4-day
programme from 24th to 27th July, 2007was chalked
out with select delegates for the road show-cum-exposure
visit. The delegation was led by Dr. Ashok Dalwai, IAS,
Commissioner-cum-Secretary, Industries Department,
Government of Orissa.

UCCI to promote plastic cluster

Utkal Chamber of Commerce and Industry (UCCI),
is an industry body of Orissa, representing 215 members
from trade and industry in the state.

Mr. Mohanty, President UCCI has said, the
Government of India is promoting the plastic clusters
and Orissa can benefit from it. CIPET located in
Bhubaneswar will be an added advantage for the cluster.
As a measure to strengthen SME sector in the state,
UCCI will also organise buyers-sellers meet to facilitate
interaction process between the mega industries and
the Small and Medium Enterprises (SMES). Large scale
employment can only be created through the MSME
sector; there is a need for greater interaction between
the mega industries coming to the state and small
industries.

Among the priorities, Orissa Knit Complex project,
which is being implemented by a Special Purpose Vehicle
(SPV) formed by a 25 member consortium, will be
expedited. This is proposed to be implemented under
SITP scheme in public-private-partnership (PPP) mode
for which IL&FS is making the feasibility study and the
state government has identified 42 acres of land near
Bhubaneswar.

Ludhiana Road show taken up by the Government
of Orissa in Industries Department & Team Orissa,
IPICOL has evoked good response and a business
delegation team from Hissar and Jalandhar is expected
to come on a visit to Orissa in November-December,
2007. It will explore the possibility of setting up of ancillary
and downstream industries in Orissa.



Team Orissa (IPICOL) members went on a
study tour to Investment Promotion
Agencies of Govt. of Tamil Nadu from 4th
to 9th September, 2007

As a part of Investment Generation and Promotion
Strategy-Study Tours for Team Orissa secretarial staffs
have been recommended by UNIDO as Outbound Study
Tours to Institutional intermediaries and partners for the
purpose of benchmarking and capacity building of the
IPICOL team. The tour was sponsored and funded by
UNIDO under their technical assistance programme for
Team Orissa. Shri A.K. Meena, M.D., IPICOL led the
deligation of several officials.

In India states like TamilNadu, Karnataka, Andhra
Pradesh and Gujarat have been quite successful in
institutionalising the activities of Investment Promotion
and Investment facilitation. Accordingly, a Study Tour
to Investment Promotion institutions of Govt. of
TamilNadu was conducted for the key officials of IPICOL
who are associated with Investment Promotion and
Investment facilitation activities. A Study Tour report
with key findings has been collated. The organisations/
agencies visited were : -

* TamilNadu Industrial Development Corporation
Ltd. (TIDCO) - For Industrial Infrastructure
Development and joint venture partnership.

* TamilNadu Industrial Investment Corporation Ltd.
(TIIC) - For Investment Financing to large projects.

* State Industries Promotion Corporation of
TamilNadu Ltd. (SIPCOT) - Industrial
Infrastructure Development for large projects.

* TamilNadu Industrial Guidance & Export
Promotion Bureau (Guidance Bureau) - Industrial
Guidance & Single Windows Clearances.

* TamilNadu Small Industries Development
Corporation Ltd. (TANSIDCO) - For Infrastructure
& Financing SSI units.

* Industrial and Technical Consultancy Organisation
of Tamilnadu Ltd. (ITCOT) - Industrial and
Technical Consultancy services.

The team also visited TIDEL Park - An IT SEZ,
Madras Export Processing Zone - Special Economic
Zone (MEPZ-SEZ), Mahindra World City - A multi purpose
corporate SEZ & integrated business city.

HSIIDC

HSIIDC earns Rs. 21.28 cr profit

HSIIDC has registered a quantum jump of 186
percent in its net profit after tax and dividend during the

2006-07 fiscal. The Corporation has further contributed
to its high growth trajectory and maintained a consistent
record by earning a gross profit of Rs.40.89 crore this
year against the earlier record of Rs.29.43 crore during
the previous year. The gross income during the year
has also exceeded the target and touched a figure of
Rs.57.05 crore as compared to Rs.44.80 crore during
the previous financial year. Commensurating the
impressive performance, the corporation has declared a
dividend of Rs. Five crore to the State Government which
is an all time high dividend paid by the corporation so
far. The term loan activity of the corporation also achieved
a significant growth during this year. The corporation
sanctioned term loans to the tune of Rs. 100.52 crore
this year. The disbursement and recovery stood at Rs.
45.71 crore and Rs.84.33 crore respectively during this
period. The Corporation, has incurred an expenditure of
Rs. 940.42 crore on the development of industrial
infrastructure in the state which is significantly higher
than an expenditure of Rs.841.63 crore during the
previous year. Recovery from allottees during the current
year was much higher at Rs. 752.86 crore as against
Rs. 252.98 crore during the previous year.

The Corporation has drawn an ambitious plan for
setting up new industrial estates and infrastructure
projects for which a land bank of about 17,000 acres is
being created. The investment outlay on providing
infrastructure for these projects would come to Rs.12,000
crore. Prominent amongst these projects are: KMP
Expressway, Industrial Model Townships at Rohtak,
Faridabad, and Jagadhari and expansion of IMT Manesar,
Bawal, Barhi, Rai, Karnal and Saha industrial estates.
In addition to this, dedicated theme parks are being
developed which include: Food parks at Rai & Saha,
Apparel park at Barhi, Footwear park at Bahadurgarh,
Textile cluster at Panipat, Auto parts cluster at Gurgaon,
Light engineering goods at Faridabad, Agricultural
implements at Karnal, and Technology parks under
campus development norms at Rai and Manesar. The
Corporation has also decided to explore the possibilities
of setting up an industrial estate at Sohna and Dharuhera
besides setting up industries-cum-service centres in the
backward areas of the State.

In a significant decision, the Corporation has also
approved the reintroduction of the policy for compromise
settlement of chronic Non Performing Assets (NPAS) of
the Corporation. The cut-off date to recover the NPAs
has been retained as 31.03.2004 in place of 31.03.2002
in the old policy so as to enlarge the scope for reducing
the NPAs to the maximum extent. The new scheme
would be valid till 31st December 2007.
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Super Screws to expand

The Corporation has sanctioned a term loan
assistance to the tune of Rs.900 lakh to an existing
loanee company M/s Super Screws Pvt. Ltd. for its
expansion projects of backward integration by setting
up wire drawing unit at Bawal. This unit will enhance
company'’s existing capacity at Faridabad unit besides
saving the job work charges and will also reduce the
tooling wear and tears. The company is one of the largest
OEM suppliers of its products to nearly all the major
vehicle manufacturers in the country like Maruti Udyog
Ltd., L.G. Electronics, Yamaha Motors, Hero Honda,

Denso, Lumax, Videocon International, Tata Motors Ltd.
and Swaraj Mazda Ltd. etc. During 2006-07 fiscal, the
company achieved gross sales of Rs. 34.85 crore and
cash accruals are to the extent of Rs.2.41 crore. HSIIDC
has already allotted land measuring 8.86 acres to this
company in G.C. Bawal. The proposed unit will have an
installed capacity of 14400 tone per annum. The total
cost of the proposed project has been estimated at Rs.
1559.89 lakh which is proposed to be financed by way
of promoters’ capital of Rs. 200 lakh, long term interest
free unsecured loan of Rs. 150 lakh, reserve and surplus
of Rs. 309.89 lakh and term loan of Rs. 900 lakh from
HSIIDC.
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Enterprises

CONGRATULATIONS

Punjab Financial Corporation has got 1SO9001:2000
Certificate from Det Norske Veritaz As for provision
of services for sanctions, disbursement and recovery
of loans to Small and Medium Scale Industrial

~

ANSWERS OF CYBERQUIZ ~ 10

1. [b] Programmed Data Processor: To dissociate its product line from the large mainframe computers of the
1960s which were costing even large companies a fortune, occupying big buildings and requiring sizable
staff, DEC did not refer the PDP as a computer but used its name as a generic term.

2. [b]
3. [c]

The cabinet containing the central processing unit.

In the early 1970s with the introduction of minicomputers: When the smaller and less complex computers

such as DEC PDP-10 and PDP-11 series were introduced, they were dubbed the minicomputers or just
the minis. Users then coined the term mainframe computers to describe the much larger, room-filling,
complex and expensive computers. Later on the term was shortened to just mainframe.

4. [b] Large, expensive, room-filling mainframe.

5. [d]
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Indian Statistical Institute, Kolkata: The computer was installed in 1956.
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ACTIVITIES OF COSIDICI

COSIDICI's E.C.M. AND A.G.M.:

he Executive Committee Meeting and Annual

General Body Meeting of COSIDICI were held on
25th & 26th October, 2007 respectively at Ooty,
TamilNadu.

The Executive Committee was informed by the
Secretary General that COSIDICI had been regularly
taking up the matter of adequate refinance from SIDBI
and recapitalization of SFCs at various fora like Ministry
of Finance, RBI, NABARD, KVIC etc. It was generally
felt by the members that SIDBI was not providing
adequate refinance evento MoU SFCs. The RBI circular
issued on June 01, 2007 directing SIDBI to curtail
refinance to SFCs with negative networth had
aggravated the matter further. The Members reported
that they were experiencing considerable difficulty as
their good clients were taken away either by commercial
banks or by SIDBI. SIDBI had also reportedly directed
some of the SFCs (like KFC) to have prior clearance
before financing projects above Rs.200 lacs. This was
detrimental to the working of SFCs and also tentamounts
to curtailment of their functional autonomy and there
was the added risk of SIDBI financing the project itself.
Members (M.D., RFC) had also cited certain instances
where the projects under their consideration were hijacked
by SIDBI for financing at lower interest rates depriving
the SFCs of such remunerative projects.

Dr. P.T. Nandakumar, IPS, M.D., KFC said that
KFC was facing severe competition from SIDBI as it
was lending directly to clients at lower interest rates.
The experience of other SFCs was similar. Shri A.
Giridhar, IAS, M.D., APSFC, Hyderabad said that as
SFCs cannot give working capital, the clients were
forced to go to the commercial banks for their working
capital requirements. The banks gave loan for working
capital and if the track record of the client was good
then even the term loan was given by the banks. This
lured away the “better clients” of SFCs thus affecting
their business adversely.

The Chief Executives of SFCs (HFC, HPFC, UPFC,
TIIC & KSFC) affected by the above RBI circular had
met Shri Vinod Rai, Secretary (FS), Ministry of Finance,
Government of India on July 26, 2007 at New Delhi
wherein he had suggested that SFCs may consult their
respective state governments and get equity support
from them. The support could be in the form of cashless
transaction wherein the state government could use the

SFCs as a pass through
for investment in any
other state government
enterprise. Some of the
state governments had
agreed to the proposal
and had issued in-
principle letter to the
concerned SFCs. This
assurance, however, was
reportedly not accepted
by RBI. RBIwas also not
ready to wait for a period of two years for the SFCs to
show a positive networth and wanted the same to be
achieved immediately before allowing SIDBI to provide
them refinance.
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It was observed that the level of refinance from
SIDBI had fallen to below 25% in case of most of the
eligible SFCs further aggravating their woes. The
Executive Committee felt that atleast the SFCs which
have already turned around should get 75% refinance to
meet their business commitments.

After a detailed discussion on the subject the
Members unanimously felt that a very serious financial
crisis was staring at SFCs threatening their very
existence. If necessary relief and support did not come
forth from SIDBI and the Government of India/RBI, SFCs
would head towards undeserved extinctions. It was
suggested by the Members that COSIDICI may seek
an urgent meeting with the Union Finance Minister and
the Governer RBI to highlight the above issues and seek
a viable solution for their survival.

In this context, Smt. O.P. Sosama, I|AS,
Chairperson, TIIC felt that it should be pointed out to the
Government of India and state governments that the
SFCs were relevant in the overall financial sector as
they fulfilled a very serious social obligation of the
government towards the SME sector. It was suggested
that:

¢ SFCs could be made the nodal agencies for routing
government investments;

¢ SFCs could be allowed to give working capital
loan. This could be done by having a tie-up with
the commercial banks;

¢ The SFCs Act could be amended to allow the
Corporations to fund projects above Rs.20 crore.
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GLIMPSES OF EXECUTIVE COMMITTEE MEETING OF COSIDICI

Shri K.K. Mudgil, Secretary General, COSIDICI welcoming the delegates at
the E.C. Meeting held on 25.10.2007 in Ooty (TamilNadu).

Smt. O.P. Sosamma, IAS, President COSIDICI addressing the delegates at
the E.C. Meeting held in Ooty (TamilNadu). On her right is Shri K.K.
Mudgil, Secretary General, COSIDICI, New Delhi and on her left is Shri

B.B. Saxena, IAS, CMD, Delhi Financial Corporation, New Delhi.
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HELD ON OCTOBER 25, 2007 AT OOTY (TAMILNADU)

Members listening with rapt attention during the discussions

in the E.C. Meeting.

— —

£C & AGM OF cosipicl)

A group photo of Members of the Executive Committee at Ooty
(TamilNadu).
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Training :

For reviewing the on-going training arrangements
at the above College a Senior Faculty Member (Mr. Anil
Sharma) from College of Agricultural Banking (RBI), Pune
had also attended the meeting on our request. Shri
Sharma shared his views about the training programme
and expressed his satisfaction about the feedback the
college had received from the participants with regard to
the usefulness of the training modules. He mentioned
that the participants had suggested that separate training
programmes may be held for SFCs & SIDCs and the
course contents may be structured taking into account
their special requirements. He requested the Executive
Committee to recommend the requisite changes to the
present course contents. It was suggested that Shri Anil
Sharma may address a detailed letter to the Chief
Executives of SLFIs forwarding therewith the existing
syllabus of the Training Programmes and invite their
suggestions for revising it. Shri Sharma informed the
Executive Committee that participants had requested
for a five day course instead of the present four days
training programme. It was also suggested that a two-
day workshop could also be organized for the CEOs of
the Corporations. The Executive Committee was
agreeable to the suggestion and COSIDICI was
requested to work out the modalities of the same.

The Secretary General informed the Executive
Committee about the on-site training programme being
held at PIPDIC in the month of January, 2008. Dr. P.T.
Nandakumar, IPS, MD, KFC requested CAB to organize
another on-site training programme at the head quarters
of the Corporation.

Shri Zohmangaiha, M.D., ZIDCO also requested
that a similar on-site training programme may be
organized in Kolkata for the Corporations in the North-
East. The Corporations of Orissa could also be asked
to join the programme.

Shri A. Giridhar, IAS, M.D., APSFC requested that
a training programme be organized for the new recruits
in APSFC. The emphasis of the training could be on
the emerging areas in the financial sector.

Shri Indrajit Pal, IAS, Vice CMD, APIDC requested
Mr. Sharma to provide training to the officers who had
recently been promoted in his Corporation.

The Secretary General assured that the
recommendations of the Members would be implemented
in letter and spirit.

Annual General Meeting :

The Annual General Meeting of COSIDICI was held
on 26.10.2007 at the same venue as the Executive
Committee Meeting mentioned above. The following
were elected as the Members of the Executive
Committee of COSIDICI for the Year 2007-2008 :

Smt. O.P. Sosamma, IAS, Chairperson, TIIC,
Chennai as the President of COSIDICI for the Year 2007-
08. Shri B.B. Saxena, IAS, CMD, DFC, New Delhi; Shri
Indrajit Pal, IAS, VCMD, APIDC, Hyderabad; Shri B.N.
Sharma, IAS, CMD, RFC, Jaipur; Smt. Neerja Sekhar,
IAS, MD, HFC, Chandigarh; Shri Kamal Chakrabarty,
IAS, MD, WBFC, Kolkata; Shri Zohmangaiha, MD,
ZIDCO, Mizoram were elected as Vice-Presidents. Shri
S. Ramasundram, IAS, CMD, TIDCO, Chennai; Dr. G.
Vajralingam, IAS, MD, PFC, Chandigarh; Shri A. Giridhar,
IAS, MD, APSFC, Hyderabad; Smt. Smita Gate
Chandra, IAS, MD, MPFC, Indore; Shri J.B. Singh, IAS,
MD, OIDC, Daman; Dr. P.T. Nandakumar, IPS, MD,
KFC, Thiruvananthapuram; Shri W.V. Ramanamurthy,
MD, EDC Limited, Panaji, Goa; Shri Rattan Singh, MD,
PIPDIC, Pondicherry were elected as E.C. Members.
Besides Ms. Sobha Nambisan, IAS, MD, KSIIDC,
Bangalore and Shri Manoj Parida, IAS, MD, DSIIDC,
New Delhi were co-opted as E.C. Members for the Year
2007-08. The contents of the Annual Report of the
E.C.M. of COSIDICI for the Year 2006-2007 were noted
and approved by the General Body which also approved
the audited statements of accounts for the Year 2006-
2007.
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ECONOMIC SCENE

Direct tax collections rise 42% in April-
August

irect tax collections have risen by 42% during the

first five months of the current financial year. Net
tax collections stood at Rs.61,030 crore till August 31
compared with Rs.42,980 crore during April-August last
fiscal. Reflecting the buoyancy in India Inc., corporate
tax collections have risen by almost 50% to Rs. 33,766
crore till august end, up from Rs.22,587 crore during the
previous fiscal. Personal income tax (including fringe
benefit tax, securities transaction tax and banking cash
transaction tax) grew 33.76% to Rs. 27,206 crore in the
period as against Rs.20,340 crore during the
corresponding period last fiscal. While securities
transaction tax rose 35.16% the banking cash
transaction tax grew by 79.73%.

“Direct tax collections have consistently maintained
a growth of over 40% during the fiscal, reflecting
continued buoyancy in the economy better tax compliance
and improved tax administration,” a finance ministry
statement said.

Exports rise 42 per cent

India has achieved 400 per cent of its targeted
spices exports in first four months of the current financial
year. The value of the country’s exports increased by
42 per cent to Rs. 1,385.01 crore during the April-July
period. India exported 1,52,650 tonnes of spices and
spice-based products as against 1,18,500 tonnes in the
corresponding period in 2006-07, registering a growth of
29 per cent.

The Spices Board had set as export target of
3,80,000 tonnes, valued at Rs.3,600 crore for the whole
of 2007-08. In FY 2006-07, the total export earnings
crossed Rs.3,500 crore through the export of 3,73,750
tonnes. The s