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From The Editor's Desk

RURAL INDUSTRIALIZATION & EMPLOYMENT GENERATION

Shri K.K. Mudgil

Eversince the dawn of political freedom, India
has been continuously grappling with the twin

problems of unemployment and poverty in the
country, which are more pronounced in the rural
areas.   It has been observed over the past five
decades that the problems kept on aggravating with
each step taken by the Government to solve them.
The underlying objective of the planning process
initiated in this country in early 50s was balanced
regional growth with decentralized economic
development. The country ushered in an era of
democratic decentralization with the introduction of
Panchayati Raj in 1960. The planned economic
development through Five-Years Plans for more
than 50 years seems to have landed us in serious
problems of economic deprivation and social
isolation for a large fraction of the population
inasmuch as after Ten Five Year Plans and
introduction of economic reforms in the country, the
people below poverty line in rural areas have
registered an increase and the unemployment
problem has further accentuated.   Unemployment
and poverty are inextricably linked with each other
since poverty stems from absence or lack of
purchasing power resulting directly from
unemployment or absence of means of production.
Contrary to the claims of the successive
Governments, unemployment has only increased
after economic reforms were launched. The
Planning Commission has admitted this in a
background paper circulated  at the Economic
Editors Conference exposing the hollow claims
about the benefits of economic reforms resulting in
better employment generation.

The 55th round of the NSS held in 1999-2000
indicated a dramatic decline in the rate of
employment generation. The rate of growth of
employment declined from 2.7% per year in 1983-
1994 to 1.07% per year in 1994-2000.   The decline

was  much sharper in the
rural areas; from 2.4% to
0.67% over the period
1994-2000.  The economy
is on an average
generating atleast one
million ‘jobless people’
annually adding to the
existing work force of about
30 million.   Official
numbers show very
closely that in the last 15 years there has  been a
total collapse of employment generation in the
economy.  The trend growth in employment was
one of sharp deceleration, independent of recession
or recovery.   The    rate of growth in organized
sector employment has been negative since 1998.
In the first four years, it was marginally negative
but after 2002, it was close to 2% decline. The
employment elasticity (the extent to which additional
output creates additional demand      for jobs) in the
economy has dropped from 0.68% in the period
1993-1998 to just 0.16% between 1993-2000 – A
76% drop over 17 years. This fall was more
pronounced in the agricultural sector where the
employment elasticity declined from 0.87% to 0.01%
over the same period.  What it means is that a 5%
growth in Agricultural output that would have
resulted in a  4.75% employment growth in the
eighties will now lead to an employment growth of
just 0.05%.

If the end result of our planned economic
development over a period of five decades coupled
with ushering in of liberalization and economic
reforms a decade ago was increase in the level of
poverty and unemployment in this country, it is an
occasion for the politicians, planners and
economists to introspect and identify the reasons
for this apathetic situation. I do concede that
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increase in the population was, to a large extent,
responsible for the present state of affairs.
However, it is an accepted fact that nature always
maintains  a fair equilibrium between population and
the natural resources.   The crux of the problem in
this country, as I have already mentioned in my
earlier write-ups, is the lopsided economic
development, which tended to benefit a fraction of
the population and denied the fruits of economic
development to majority of the people, who have
been  reeling  under abject poverty.

The Father of the Nation, Mahatama Gandhi,
had expounded the philosophy of Gram Swaraj and
promotion of Khadi and Village industries as far back
as 1930s.  We find  that this philosophy has a greater
economic relevance in the present circumstances
than ever before.  Although the corner-stone of the
State Policy has been democratic decentralization
with decentralized economic development, but
these have remained only in their letters and are
devoid of the spirit behind them. Resultantly, the
economic development in the country has been
without human face and triggered the problem of
distributive justice. If we are really serious about
solving the problem of poverty and unemployment,
particularly in the rural areas, the solution lies in
the promotion and development of khadi and village
industries based upon the locally available raw-
material and skills.   A question is often raised as to
the economics of village industries in the context of
the technological developments taking place in the
industrial field. To this, my answer is that all the
village industries are as economically viable as any
of their counterparts in the large/medium-scale
sector. Take the instance of leather flaying and
tanning industry, which is a naturally decentralized
industry.   If the animal carcass is processed in the
rural areas with the help of the traditional artisans
available in good number in all the villages, the
hides and skins processed in the village tannery/
flaying centers can be sold at much lower price than
the products of large-scale tanneries.  Besides, this
will provide employment opportunities to large
number of people in the rural areas.   Similar is the

case with all village industries. The only thing is that
the Government must arrange through its extension
agencies the marketing of the products of village
industries in the urban centers.

The need of the hour is that we should
encourage industries employing labour-intensive
rather than labour-saving devices.  The traditional
village industries can be revived by upgrading the
productive skills of the hereditary artisans in the
villages and providing them financial assistance to
settle down on their trades.   Besides, efforts should
be made to process the agricultural produce in the
rural areas to the extent of atleast 50% and the
processing  units, which  are  established,  would
provide ample opportunities to the unemployed in
the rural areas. Training programmes already
launched by the Government through various
schemes should aim at imparting training to the
village youth in different trades to enable them to
find employment in such processing units.   The
Government must also set up Industrial Training
Institutes/Service-cum-Common Facility Workshops
at each District Headquarters to provide training
facilities to the people at their door-steps.   We must
not forget that 74.3% of our population lives in 5.81
lakh villages.   There is already an over pressure of
population on land.  The continuous process of sub-
division and fragmentation of land-holdings has
resulted in steady increase in the number of
agricultural labourers who do not have any avenues
of alternative employment.   These people can be
imparted some technical training and provided an
opportunity to settle down in the village industries.
I am sure that if intermediate technology is applied
to the village industries, there is no reason why
these industries should not compete with the large-
scale and medium-scale industries since they enjoy
some inherent advantages.   This entire process
will ensure flow of wealth from urban to rural areas,
which alone could usher in prosperity and remove
poverty in due course of time.

{ K.K. MUDGIL }
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APPOINTMENTSAPPOINTMENTSAPPOINTMENTSAPPOINTMENTSAPPOINTMENTS

 Dr. T. Prabhakara Rao, IAS has been
appointed as Chairman & Managing Director,
Tamilnadu Industrial Investment Corporation
{TIIC}, Chennai vice Smt. Sheela Rani
Chunkath, IAS.

 Smt. Kavita Singh, IAS has been appointed
as Managing Director, Punjab State Industrial
Development Corporation Ltd. {PSIDC},
Chandigarh vice Shri S.S. Rajput, IAS

 Shri Madan Gopal, IAS has been appointed
as Managing Director, Karnataka State
Financial Corporation {KSFC}, Banalore vice
Dr. S.M. Jaamdar, IAS.

 Shri P.K. Gupta, IAS has been appointed as
Managing Director, Delhi Financial
Corporation {DFC}, New Delhi vice Shri J.P.
Singh, IAS.

 Shri C.J. Venugopal, IAS has been appointed
as Chairman & Managing Director, Industrial
Promotion & Investment Corporation of
Orissa Ltd., {IPICOL}, Bhubaneswar vice Shri
A.K.Meena, IAS.

 Shri Sunil Mitra has been appointed as
Finance Secretary.  He will continue to be in
charge of the
Revenue Department
of the Finance
Ministry.

 Shri Raj Kumar Singh,
IAS has been
appointed as Union
Home Secretary.

 Shri Ajit Kumar Seth,
IAS, has been
appointed as Cabinet
Secretary.

 Shri A. K. Upadhyay,
IAS, has been appointed as Road Transport
and Highways Secretary.

 Shri R.S. Gujaral, has been appointed as
Secretary, Department of Revenue, Ministry
of Finance.

 Shri Ranjan Mathai, has been appointed as
Foreign Secretary.
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DESIGNING THE SUCCESS OF MICRO-ENTERPRISESDESIGNING THE SUCCESS OF MICRO-ENTERPRISESDESIGNING THE SUCCESS OF MICRO-ENTERPRISESDESIGNING THE SUCCESS OF MICRO-ENTERPRISESDESIGNING THE SUCCESS OF MICRO-ENTERPRISES

India has always exhibited an amazing mosaic of
colours, cultures, contrasts and contradictions.

This contrast can also be seen in the coexistence
of the mighty business conglomerates and the micro
businesses that survive together. As big business
houses in India have launched a spate of mergers
and acquisitions across the globe, the micro and
tiny business sector has also witnessed a boom like
never before. These seem to be extraordinary times
where educational degrees and higher incomes
mean more opportunity; at the same time, there is
business at the bottom of the pyramid for micro-
enterprises.

There is recognition and acceptance that micro-
enterprises in India need to expand and also be
strengthened. This recognition is on account of the
realisation that they offer employment opportunities,
help in poverty reduction and also lead to a healthier
economy. A micro-enterprise provides an
opportunity for income generation to those who
cannot find wage employment which would provide
a livelihood, and are thus forced into self
employment, and to those with genuine
entrepreneurial aspirations to run their own
businesses. As micro-enterprises grow and expand,
they generate additional jobs for others in the
community, thus multiplying the benefits of the initial
donor investment.

Micro-enterprises contribute to private sector
development. However, the development of this
sector is largely hindered by its limited access to
formal credit, which has been a persistent criticism
of the financial system around the world. This
limitation has raised concerns, both among
policymakers and regulators. The last decade has
seen the emergence of active financial and other
assistance to micro-enterprises by both formal and
informal financial institutions.

Numerous statistics show that even during the
years of economic crisis and recession, the one
robust sector providing economic growth, increased
productivity and employment has been that of
micro, small and medium-sized enterprises
(MSMEs). They are the driving force of most
economies with a capacity to innovate and to
generate new ideas and technologies.

Within the
MSME sector,
the small sector
serves as a
green field for
nurturing of
entrepreneurial
talent and
helps the units
to grow into
medium and
large ones. The
promotion of
M S M E s ,
t h e r e f o r e ,
becomes a
major area for
policy focus,
both in developed as well as developing countries.
For clarity, micro-enterprises may be distinguished
from small and medium enterprises (SMEs). micro-
enterprises are legally not required, like SMEs, to
register under government legislation. They operate
in unregulated and competitive markets
characterised by free entry and exit, and many
engage extensively in sub-contracting activities.
They rely largely on indigenous resources, and use
labour-intensive and adapted technology with skills
mostly acquired outside formal schooling. In
household-based units, a large number of part-time
and piece-rate workers are women, on contract for
large factories or middlemen. The sub-sector also
contains self-employed women, in such businesses
as tailoring, leather working, traditional cosmetics
and print shops.

An overall analysis of the micro enterprises
revealed many interesting aspects about them. An
important characteristic is their concentration in a
few areas of activity. Most employees in this sector
are found in activities related to commerce and
services. Most of the activities in this sector are
oriented towards the domestic market, and so the
goods and services generated in this sector are
targeted toward local demand.

* The writer is Professor at the Welingkar Institute of Management, Bangalore.
Courtesy  :  Financial Express

Madhavi A Lokhande*
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High cost and difficult access to credit is another
important aspect of their operations. It is difficult to
obtain credit from the formal financial sector, and
MSMEs are thus forced to resort to informal sources
of credit such as non-governmental organisations
(NGOs), high-interest individual lenders and aid
programmes.

But on the positive side, they have a high degree
of adaptability. Given the lack of resources, this
sector has shown great creativity in adapting to the
available resources. And they also exhibit a high
degree of diversity. Medium-sized businesses
coexist with subsistence activities undertaken by
people who have lost their jobs or who cannot work
in the formal sector of the economy. It is worth noting
that women are the majority group in subsistence
activities.

But they are also weighed down by other factors.
There is a serious problem of skills in the labour
force in this sector, since there are high levels of
illiteracy and low levels of schooling. Vulnerability is
yet another drawback as the sector is characterised
by weak management and lack of knowledge of
administrative capabilities, which are essential for
business survival. And to add to the complexities is
the stiff competition, including from large
enterprises.

An analysis derived from the study of the target
segment can help to understand the needs of the
micro-enterprise sector, and also in preparing the
design of the micro-enterprise programme model.
The role of information and knowledge in the
analysis mentioned above, as well as possibilities
of utilising tools to resolve problems of MSMEs,
serves as an interesting and challenging area of
work.

Designing the micro-enterprise programme
model is a complicated exercise. The traditional two-
pronged micro-enterprise development model
consists of capital (grant or loan) for the purchase
of assets to set up the business and support from
business development services to assist the
entrepreneur with the start-up and operation of his/
her business. And design of the micro-enterprise
programme model involves a number of steps
including the assessment of conditions in the
selected area, identifying the needs profile of the
target group, survey of potential business
opportunities and the available alternatives in the
area, selection of local NGO or government
partners, programme design and approval, public
announcement of the programme, initial screening
of applications, background checks with partner
NGOs, interview of screened candidates,

preliminary evaluation together with local
community advisors, to check for reliability and to
produce a first applicant profile, conduct of aptitude
tests and assessment of results, development of
small business training curriculum, training of a pool
of small business advisors/trainers, business
planning for screened applicants, information
sessions on local business opportunities, business
idea generation workshops, market research by
applicants, business training sessions, preparation
of business plans by applicants, assisted by
business advisors and assessment and approval
of business plan by a selection committee
comprising of the executing agency, a micro finance
institution or bank, the local NGO partner, and a
representative of the community business advisory
panel.

Selection criteria will include business viability,
number of jobs created, guarantees available (if
loan) and the applicant’s reliability, business start-
up and operation, monitoring and ongoing business
counseling/technical assistance and loan repayment
The application of this model should be situation-
driven, and may need to be modified to suit different
circumstances.

The program model establishes that the flow of
microcredit is a push factor for the promotion of
micro-enterprises. This is evidenced by the fact that
self-help groups (SHGs) are the purveyors of major
credit requirements of new micro entrepreneurs and
also existing micro entrepreneurs. The majority of
the micro entrepreneurs lacked necessary skills in
the chosen trade/activity. This is evidenced by the
fact that some micro entrepreneurs have shifted
their operational activity due to lack of necessary
skills. Most of them started from the cadre of daily
wage labour to become small business
entrepreneurs. The majority of the entrepreneurs
operated with narrow margins and their enterprises
have low entry and exit barriers.

The SHGs are still in the process of consolidation
and their sustainable development depends on a
number of factors, which are both internal and
external to the organisation. Leadership must be
built up from the grassroots level. The majority of
the micro entrepreneurs, though illiterate and
unskilled (with no specific occupational skills), have
to be transformed.

The fact is that several women have used this
system to come out and join a mainstream activity.
In many areas, women have gained a voice and
been able to use this space to come out of their
traditional roles into a more proactive business
space.



MAY-JUNE, 2011 7

THE LOK PTHE LOK PTHE LOK PTHE LOK PTHE LOK PAL AND THE CIVIL SOCIETYAL AND THE CIVIL SOCIETYAL AND THE CIVIL SOCIETYAL AND THE CIVIL SOCIETYAL AND THE CIVIL SOCIETY

Anna Hazare Ji’s movement and the civil society
has rendered a great essential service to

shake the people in position of power.  It has been
established that measures, essential to investigate
and punish for rampant corruption, prevalent in the
system, must be put in place.   The corruption, the
rot in the system, cannot be allowed to go
unchecked in this age of enlightened people, pro-
active electronic and news media.

The countries, world-over, have prospered.
They have not only retained but strengthened the
democratic systems, values, system of checks and
balances and independent judiciary.  The greatest
achievement of our country in the recent past has
been attainment of the independence and to give
to our people the constitution with  independent role
and sphere of functioning for – the legislature, the
executive and the judiciary. To strengthen the
system on the failure of an organ, it is essential to
raise enough noise through media and to shake
the failing organ and force it to effective functioning.
Anna Hazare Ji’s efforts and the news media made
valuable contribution to leave no doubt in the minds
of all the concerned people, in power that
lackadaisical approach to check corruption can no
more go on.

Measures must not, however, be taken to
overtake the role, leave aside erode the role or
sphere of activity of any of the organs.  The
movement and the civil society, best play the role
of watch dog but not to  take on the role of any of
the organs.   The organs manned by the people
placed on the basis of election or selection,
rigorously trained, with systems and procedures in
place to hold them accountable and penalize them
for corruption, inaction or inefficiency must not be
eroded through nomination of persons by anybody,
be it the civil society.  The procedures of selection
and election should be improved upon so that only
upright and capable persons are put in place and
allowed to stay and grow.

Anna Hazare’s movement at best insists that
effective, matter of fact, legislation deliberated in
the media and the Parliament be put in place in a

By : Hari Singh *

tight time frame.  The Lok Pal
Bill proposed by the
Government was undoubtedly it
is toothless. It is essential that
immediately on establishment of
culpability, the person
responsible for corruption  demit
office and   assets of the
concerned official and the family
members, in disproportion to the
source of income be frozen.  Immediate time bound
trial be completed to impose stringent punishment
as well as to confiscate ill-gotten assets to make
good the loss to the state.

To check the menace of corruption, the size
of the judiciary including infrastructure, number of
judges in lower courts, high courts and the supreme
court  be very considerably augmented. The
augmented judicial apparatus comprising trial courts,
High courts, Supreme Court, supporting staff  and
infrastructure for the courts in the entire country
be put in place within five years.  All cases must be
decided in short time frame of six months to two
years with stringent punishment and confiscation
of ill-gotten wealth. It would be a very effective
deterrent to check corruption. The corruption in
judiciary also needs to be put down with equal
concern and urgency. The very basic  strength of
nations, the rule of law and separation of powers
among  the legislature, the executive and the
judiciary must not be put in jeopardy.  One Lok Pal
for all the organs of the state would not only be
violative of  the constitution as far as separation of
powers but will be unacceptably  detrimental  to the
independence of judiciary and rule of law.   Separate
Lok Pal for judiciary could comprise legal luminaries
including selected former Chief Justices of India,
reputed former Judges of Supreme Court and High
Courts,  senior advocates and individuals with
proven record for integrity and competence. The
Judicial Lok Pal be put in place within one year.

There are many other maladies , given much
less attention, than these deserve. These be
attended to with equal seriousness.  There is need

Shri Hari Singh

*The author is Principal Director (Retd.), Ministry of Defence, Govt. of India
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for augumentation of size of the police forces,
updating their weapons and  equipment systems
alongside insuring their accountability for performing
duties  to promote rule of law and to take pro-active
measures to check terrorism and corruption.
Refinement in election system including state
funding so that  candidates also  do not have to
spend a lot of money.  To check fast increasing
disparities in income and wealth.   The disparities,
if allowed to stay or grow, will undoubtedly lead to
lawlessness, terrorism and corruption. The
blackmoney, lakhs of crores, stacked in foreign

banks be brought back immediately in time bound
manner. To check adulteration in items of food, milk,
vegetables and fruits.  This is the worst form of
corruption that would harm and handicap the coming
generations.  The use of pesticides contaminating
not only the environment but also the sub-soil water
with catastrophic consequences. There is also need
for national level efforts to make water harvesting
mandatory to save fertile land mass  from
becoming wasteland. Many other such maladies in
the system need concerted immediate efforts of the
likes of Anna Hazare Ji and other civil society
activists.

���

QUESTIONS OF CYBERQUIZ ~ 30

1. Rohini Nilekani, wife of Infosys CEO Nandan Nilekani, has written
a medical thriller.  What is the name of the book ?

[a] Ahead of Time;  [b]  The Unnatural;  [c]  Stillborn;  [d]  Murder in
the Cyber World.

2. What is the name of Infosys’ internship program offered to
university students from around the world ?

[a]  InStep;  [b]  InfoStep;  [c]  StepIn;  [d]  Infoscion.

3. Five Years before Infosys was founded, Narayana Murthy had
started his first venture in 1976 in Pune.  What was that venture?

[a] Infotronics;  [b]  Softronics;  [c]  Computronics;  [d]  Information
Systems of India Ltd.

4. In 1994, Infosys refused which giant MNC to work for because it
demanded a reduction in billing rates ?

[a] GE; [b]  Microsoft; [c]  IBM; [d]  General Motors.

5. Victor Kiam was a famous businessman remembered for his famous catch-phrase “I liked it so
much, I brought the company”.  What product did he like and from which company ?

[a] Apple Lisa Computer from Apple Computer;  [b]  Remington brand of electric razor from
Remington Products Company;   [c]  Remington Rand 409, a business computer from Remington
Rand;  [d]  Remington Rand typewriters from Remington Rand.

For Answers See Page No.  27



MAY-JUNE, 2011 9

Shri Madan Gopal, IAS joined Karnataka State
Financial Corporation as Managing Director in May,
2011. Some of his assissnments have been Dy.
Commissioner, Bijapur, Director, Geology & Mines
Deptt.; Managing Director, Rural Development &
Panchayati Raj; Project Direcor, Kar Health Sys
Development Project; Secretary, Health & Family
Welfare Deptt.; Secretary, Food, Civil Supplies &
Consumer Affairs Deptt.; Prl. Secretary, Health &
Family Welfare Deptt.; Additional Secretary, Higher
Education Deptt..  KSFC is poised to record
accelerated growth under his dynamic leadership.

KSFC is one of the fast track term lending
financial institutions in the country with assistance
to over 1,62,106 units amounting to nearly Rs 9,733
crore over the last 51 years in the State of
Karnataka.

MAJOR GOVERNMENT INITIATIVES IN
KSFC:-

 As a part of restructuring programme, the
State Government approved the tripartite
MoU of KSFC with SIDBI for a further period
of 5 years.

 The Government of Karnataka continued its
One Time Settlement scheme introduced
during the year 2007-08 to help small
borrowers of KSFC to come out of the debt
trap.

 Infused additional equity of Rs.110.00 crore
by pass through investments for improving
the networth of the Corporation.

 Extended the interest subsidy scheme of GoK
for First generation SC Entrepreneurs to first
generation ST entrepreneurs Under the
scheme the net rate of interest subsidy works
to 4% p.a.

FINANCIAL RESULTS :

During the year under review, the Corporation
generated a gross revenue of Rs. 209.00 crore on

PROFILE OF MEMBER CORPORAPROFILE OF MEMBER CORPORAPROFILE OF MEMBER CORPORAPROFILE OF MEMBER CORPORAPROFILE OF MEMBER CORPORATIONSTIONSTIONSTIONSTIONS

KARNATAKA STATE FINANCIAL CORPORATION {KSFC}

accrual basis as against
Rs. 224.85 crore in 2008-
09.  Working of the
Corporation for the year
resulted in an operating
profit of Rs.9.80 crore as
against Rs.8.25 crore in
2008-09.  The net profit
for the year stands at Rs.
2.96 crore as compared
to net loss of Rs.39.84
crore for the year 2008-09.

FUTURE OUTLOOK :

During the year, the Corporation has been
successful in reducing its net NPA to 3.45 per cent
from 9.71 per cent in 2008-09.  The task ahead is
to further reduce the NPA in the year 2010-11.   The
efforts of Corporation to make interest rate market
driven is expected to help in attracting more and
more SMEs into its fold, strengthen its business
portfolio and improve its market share.

The Corporation has streamlined its
operations, put in place several policies to bring
transparency in working systems through which
Corporation is poised to cater to SME’s with new zeal.
The Corporation is focusing on improved operational
efficiency with customer centric approach.  The
Corporation is also bringing out several
improvements/changes in Corporate Governance.

TARGETS FOR 2010-11 :

The Corporation for the year 2010-11, has
set the following operational targets:

Sanctions : Rs. 950.00 crore.

Disbursements: Rs. 715.00 crore.

Recovery : Rs. 565.00 crore.

Concerted efforts will be made to achieve the
targets and to improve the working results of the
Corporation.

Shri Madan Gopal, IAS
M.D., KSFC, Bangalore
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ACTIVITIES OF KSFC

Flow Of Assistance :

 Assistance to small-scale enterprises :  During
the year, the Corporation sanctioned an
amount of Rs.287.67 crore to 892 small-scale
enterprises.  Cumulative assistance to small-
scale enterprises at the end of March 2010
stood at Rs.5,009.59 crore to 1,05,410 units.

 Assistance to medium-scale enterprises :
During the year, the Corporation extended
financial assistance to 10 medium-scale
enterprises amounting to Rs.22.56 crore.  The
cumulative assistance to medium-scale
enterprises at the end of March 2010 stood
at Rs.883.94 crore to 1,662 units.

 Assistance to transport :  During the year, the
Corporation extended financial assistance to
69 cases amounting to Rs.6.05 crore.  The
cumulative assistance to this sector stood at
Rs.738.59 crore to 40,431 cases.

 Assistance to other sectors :  During the year,
assistance to other sectors excluding SMEs
and transport amounted to Rs.315.21 crore
to 490 cases.  Cumulative assistance to other
sectors stood at Rs.2,393.58 crore to 11,629
cases.

HEAD OFFICE & BRANCH OFFICE
SANCTION :

During the year, loan sanctioned by head
office amounted to Rs.164.11 crore to 58 cases
compared to previous years sanction of Rs.197.35
crore to 65 cases.  Loan sanctioned by branch offices
amounted to Rs.467.38crore to 1,403 cases
compared to Rs.367.89 crore to 1,355 cases in the
previous year.

INVESTMENT, VALUE OF OUTPUT AND
EMPLOYMENT :

The investment catalysed by the Corporation
in 2009-10 is expected to be Rs.3,826.34 crore
resulting in value of output to Rs.3,011.49 crore and
employment generation 9,722 persons.

DISBURSEMENT :

Disbursements made during the year touched
Rs.434.39 crore as against Rs.383.92 crore during
the year 2008-09.  Cumulative disbursements
reached Rs.7,647.84 crore as on 31.03.2010.

RECOVERY :

The total recovery during the year stood at
Rs.554.94 crore as compared to Rs.501.22 crore
made in the previous year.  Recovery in respect of
term loans was Rs.544.01 crore, leasing Rs.0.21
crore and Rs. 10.72 crore in respect of financial
services.

TREASURY ACTIVITY :

The process of recapitalization of the
Corporation through pass through equity by the
Government of Karnataka continued during the
financial year 2009-10.  The State Government
routed a sum of Rs.110.00 crore of its investment
through the Corporation for investment in Krishna
Bhagya Jala Nigam Ltd. (Rs.50.00 crore) and
Cauvery Neeravari Nigam Ltd. (Rs.60.00 crore).
Apart from this, the Govt. of Karnataka released
Rs.8.34 crore as equity support towards settling of
NPAs of small and tiny borrowers under the Special
OTS Scheme of Govt. of Karnataka and SIDBI
converted the loan in lieu of capital amounting to
Rs.9.17 crore into equity during the year.  As a result,
the equity base of the Corporation got enhanced
by Rs.127.52 crore and stood at Rs.652.40 crore
(including share application money) by 31.3.2010
compared to Rs.524.88 crore as on 31.3.2009.

During the year, the Corporation availed a
refinance of Rs.200.00 crore from SIDBI, and repaid
Rs.179.68 crore.  The LoC outstanding of SIDBI,
which was at Rs. 891.56 crore as on 31.03.2009
increased to Rs.911.87 crore by 31.03.2010.  the
interest cost on account of LoC reduced from
Rs.79.26 crore for the year 2008-09 to Rs.74.48
crore for the year 2009-10.  The Corporation availed
a rebate of Rs.1.13 crore from SIDBI for prompt
payment of Principal and interest installments.

The Corporation redeemed bonds worth
Rs.42.74 crore during the year and raised Rs.77.00
crore through the issue of private placement bonds
at a coupon rate of 8.23 per cent, thereby the
outstanding of the bonds increased to Rs.646.97
crore as on 31.03-2010 from Rs. 612.71 crore as
on 31.03.2009 the interest cost on bonds reduced
from Rs.66.29 crore for the year 2008-09 to
Rs.51.68 crore for the year 2009-10.

The government guaranteed liability stood at
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Rs.577.21 crore (including the subsidy bonds of
Rs.49.42 crore) by the year end.  The Corporation
remitted a sum of Rs.4.51 crore to the State treasury
as guarantee commission.

The total long-term liability of the Corporation,
which was at Rs.1,619.45 crore at the beginning of
the year increased to Rs.1,665.87 crore (including
the subsidy bonds issued on behalf of the GoK) by
the year-end.  The total interest and financial
expenses reduced from Rs.163.84 crore for the year
2008-09 to Rs.137.06 crore for the year 2009-10

OTHER FINANCIAL SERVICE ACTIVITIES :

Strategic alliances entered into with different
organizations – UTI, HDFC, LIC AMCs, LIC of India,
IFFCO-TOKIO and IL & FS directed towards fee-
based activities to augment income generation have
yielded results.  Under the UTI mutual funds activity,
the Corporation mobilized an impressive business
of Rs.976.45 crore during the year and earned an
income of Rs. 15.70 lakhs.  The Corporation has a
strategic tie up with IFFCO-TOKIO and LIC of India
for marketing the general and life insurance products
respectively and mobilized a premium collection of
Rs.35.29 lakhs and earned Rs.1.98 lakhs during
the year under review. Similarly, the Corporation
made progress in its general insurance business
and collected a premium of Rs.2.36 crore and
earned income of Rs.39.42 lakhs.  Under monitoring
of IPOs, the Corporation earned a revenue of Rs.
8.75 lakhs. The Corporation has also entered into
MoU with Syndicate Bank and Vijaya Bank to assist
the banks in their resolution of cases under
SARFESAI Act and earned a revenue of Rs.1.55
lakhs.  Steps are initiated on the same lines by the
Corporation to enter into MoU with HUDCO during
the year 2010-2011.

INFRASTRUCTURE DEVELOPMENT
ACTIVITY :

KSFC has ventured into diversification in
infrastructure development activity under the public/
private participation model.

The Corporation is interacting/negotiating with
various Government Departments/Governmental
Agencies/Registered Societies/Trusts, etc., and
exploring suitable infrastructure development
projects on joint venture basis.  In respect of such
joint venture projects, the Corporation would take
care of all the financial tie-ups for development of
these properties.  The expected income out of
different revenue models, will be shared with the
owners of the properties in appropriate ratio on
mutually agreeable terms after studying economics/
viability.  The joint venture proposals are in various
stages of processing.

Further, Corporation has been allotted 10
acres land in Harohalli industrial area by the State
Level Single Window Clearance Committee.  It is
proposed to develop IT/BT/SME parks in this land.
The concerned industrial area are in various stages
of acquisition/development by KIADB.  The
possession of these lands is likely to be given by
KIADB during 2010-11.

Karnataka Enterprise Solutions Ltd (KESOL),
an SPV of KSFC with IL&FS has been empanelled
as “Transactional Advisor” for Infrastructure projects
of GoK. KESOL has received assignments from
Government of Karnataka for preparation of Pre-
Feasibility studies for infrastructure projects.  With
these developments, Corporation is hopeful of
taking many more assignments in infrastructure
sector for Government of Karnataka.

���
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J&K SFC

Jammu & Kashmir State Financial Corporation
to get Rs.250 cr from the Centre

The Union Ministry of MSME and the
Department of Financial Services, Ministry of
Finance, has recommended Rs 100 crore financial
support for recapitalisation of J & K SFC Finance
Minister Shri. Abdul Rahim Rather said. Dr
Rangarajan Committee, on employment in Jammu
and Kashmir, has also recommended Rs 100 crore
support from Prime Minister’s Reconstruction
Programme (PMRP) for revival of the corporation
and Rs 50 crore for giving a fillip to its lending
activities in the interest of employment generation.

Reaffirming the government’s resolve to
revive the SFC, which in the past had worked as a
prime catalyst to promote industrial development
in the state at the 48th Annual General Meeting of
the stakeholders of the Corporation, Mr. Rather said
all the possible financial support would be extended
to the corporation to facilitate its assigned role in
the development of industries and allied sectors of
state’s economy.

The government has taken many steps to
improve organisational capability of the corporation
and settle its outstanding liabilities with SIDBI and
bond holders as well as to explore various options
to tie-up additional financial support from the State
and the Central Governments for its re-capitalisation
and clearance of chronic debts.

J&K SFC is to be revamped to enable it to
play its assigned role for creating a strong industrial
base in the state. The Corporation has been advised
to enhance its authorised share capital to Rs 500
crore to strengthen its capital base. The Corporation
would complete audit of its accounts to have in place
up-to-date balance sheet by next March, which is
an indispensable component for effective
monitoring of ongoing commercial activities.

The entrepreneurs of the State will be able to avail

hassle free credit
facility from the SFC
in the days to come
and play their
constructive and
innovative role in the
a c c e l e r a t e d
development for
industrial and allied
sectors of State’s
economy.

HSIIDC

Feasibility report for Eco-City project at IMT
Manesar submitted

Manesar will soon have the country’s first eco
city pilot initiative. A consortium of Japanese
Companies led by Toshiba corporation submitted
a feasibility study report to Shri Rajeev Arora, IAS,
Managing Director, HSIIDC.

The Eco-city project was conceived during the
visit of Hon’ble Prime Minister of India to Japan as
a part of the Delhi Mumbai Industrial Corridor
initiative.  An MoU was signed between HSIIDC and
consortium of Japanese Companies led by
Japanese Corporation with NEC, Tokyo gas, Energy
Advanced Companies Ltd. Last year to undertake
a pilot initiative for developing an Eco-City/Smart
community in Haryana within the Manesar-Bawal
Investment Region (MBIR).  Subsequently Haryana,
Maharashtra, and Gujarat were identified as the
sites for this project.  Based on the survey and
discussions held with the officers, IMT Manesar was
chosen for the pilot initiative/study.

The study covers areas such as power, water
management/logistics, transportation and
communication networks and is funded by the
Ministry of Economy, Trade & Industry, METI, and
Government of Japan.

The objectives of the Eco-City/Smart
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community is to build a new Industrial Community
to maximize welfare of the people and minimize
carbon emission maximization energy utilization of
sustainable and renewable resources for electricity
supply and by minimizing the loss of natural
resources by IT supported recycling networks and
advanced Network management system.

Japan has successfully implemented the
concept in Kitakyushu town and developed it as a
smart community.  Kitakyushu town was the most
polluted industrial city in Japan in the 1970s and
today it is recognised as a unique model of
sustainable industrial development.  The pilot
initiative is to be applied on a much larger scale
within the Manesar Bawal Investment Region
(MBIR), being developed in the first phase of the
DMIC initiative in the Haryana-sub-region.

HSIIDC mobilizes term loan business of Rs.140
crore, with investment of Rs.255 crore

A business meet was organized by HSIIDC
on 27th May 2011 in New Delhi.  The meet received
an overwhelming response and several prominent

industrialists and representatives from many
companies discussed their financial assistance and
proposals ranging from Rs.1.40 crore to Rs.25
crore, which were accepted for further appraisal.
Besides a number of enquires were also received
from various entrepreneurs for loan assistance
schemes of the corporation.

Business worth Rs.140 crore was mobilized
during the business meet.  When implemented these
projects would catalyse an investment of over
Rs.225 crore besides generating valuable
employment and revenue for the state exchequer.

The meet was organized with an objective to
provide term loan assistance to the entrepreneurs
at their door steps and to disseminate information
regarding financial and other services of the
corporation among them.  The corporation regularly
holds such business meets from time to time to help
entrepreneurs meet their financial requirements
expeditiously by providing services at their door step.
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PUNJAB

TUF Scheme extended

The textile industry in Punjab, which has been
reeling under the worst ever financial crisis due to
sudden withdrawal of subsidy under the Technology
Upgradation Fund (TUF) scheme, has welcomed
the Union government’s decision to extend the
revised scheme till March 2012.

The Cabinet Committee on Economic Affairs
suspended the TUF scheme on June 29, 2010 and
banks were asked to freeze the payments and stop
accepting fresh applications.

As per the decision taken by Cabinet
Committee on March 31, this year, 2011-12 would
be the last year of the TUF scheme and the textile
entrepreneurs looking for modernisation in their
textile units have got the last chance to take
maximum benefits of the revised scheme.  The
CCEA has approved the new revised TUFs by
earmarking Rs.7,404 crore for clearing pending
dues and for fresh applications.

JAMMU & KASHMIR

State data centre for e-governance in J&K

To give a major fillip to e-governance in
Jammu and Kashmir, the state is all set to have its
state data centre (SDC) to host it in the next three
to four months period,” commissioner-secretary,
department of science and technology, J&K
government, Shri M.K. Dwevedi said.

The centre will enable the state government
to set up a highly reliable, shared and secure
infrastructure to host state level e-governance
applications and deliver government-to-government
(G2G), government-to-citizens (G2C), and
government-to-business (G2B) services
electronically. “It is three tier connectivity, which will
bring us in new age of governance electronically,”
Shri Dwevedi said.

The project costing around R35 crore will
render services through common services delivery
platform supported by core connectivity
infrastructure such as state wide area network

(SWAN) and
common services
centres (CSC).

The state
government has
already launched
another project to
connect all its
offices through
broadband cables
and wireless links.

This project
is meant to provide easy access to state government
data and bring in transparency. The project
estimated at a cost of over Rs. 60 crore will be
completed by August 2012.

J&K to rehabilitate people affected by ADB
project

Jammu and Kashmir government on 28th
June, 2011 promised proper rehabilitation of people
affected by ADB-funded projects for infrastructure
expansion in Jammu and Srinagar and other key
towns in the state.  The assurance was given by a
high-level panel on implementation of resettlement
plans of economic reconstruction agency (ERA) at
its first meeting chaired by divisional commissioner,
Kashmir, Shri Asgar Hassan Samoon.

ERA is presently executing two ADB projects
on urban infrastructure in Jammu and Srinagar and
other regional towns and its implementation period
is eight years.

MAHARASHTRA

Maharashtra approves 92 more Pvt. Sugar mills

Maharashtra, which contributes nearly a third
to India’s sugar production, is set to have an
additional investment of close to Rs.9,000 crore in
the next four and half years, in the establishment of
92 private sugar mills.  According to the state
cooperative department, there are presently 165
cooperative mills and 43 private mills in the state,
with a combined capital investment of Rs 20,000
crore.
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The private mills have selected their project
site considering the adequate availability of
sugarcane. Of the mills in existence, 164 had
participated during the current crushing season, of
which 123 were cooperatives and 41 private mills.

A government official, said the state
government had decided a decade earlier against
permitting any new cooperative mill.
“Notwithstanding the state government policy, the

Government of India has taken a conscious decision
on delicensing of the sugar industry and thereby of
private mills. With the private sector bringing in new
technologies, professionalism and austerity, the
cooperative sector needs to take corrective
measures,”

On the entry of more mills, a miller from cane-
rich western Maharashtra said: “Ultimately, farmers
will benefit, as they will get a better price.”

���

ANSWERS OF CYBERQUIZ ~ 30

1.[c] Stillborn :    The thriller - Wrong !  The correct answer is Stillborn.
A Robin Cook style thriller, Stillborn is set in a place off Bangalore.
Stillborn is set in a place off Bangalore.  The story deals with the
reproductive rights of poor Indian women and the guinea pigging
of them by a pharmaceutical firm in the race to get the next-best
contraceptive for women (Answer note : The thriller Stillborn is
set in a place around Bangalore.  The story deals with the
reproductive rights of poor Indian women and the guinea pigging
of them by a pharmaceutical firm in the race to get the next-best
contraceptive for women.)

2.[a]. InStep :  In the words of Mr.nandan M. Nilekani, Chief Executive
Officer, President and Managing Director, Infosys Technologies.
“Through InStep, we provide an opportunity to introduce students from the top business, liberal
arts and technical academic institutions in the world, to Infosys and India.  It plays an important role
in puttin into action our management philosophy of a globally diverse Infoscion base”.

3.[b] Softronics :  The venture was an IT consulting firm.  Murthy shut it down as he though focusing on
domestic market would not help him to realize his dream.

4.[a] GE  :   The business from GE accounted for a third of Infosys’ revenue.

5.[b] Remington brand of electric razor from Remington Products Company :  Remington Products
Company was a division of computer maker Remington Rand.  Victor Kiam was the President and
CEO of Remington Products Company as well as its President and CEO.

���
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DO YOU KNOW ?

TOWNS ASSOCIATED WITH INDUSTRIES IN INDIA

TOWN STATE INDUSTRY

Aliabet Gujarat Oil Well
Alwaye Kerala Aluminium, Monazite; Rare Earth’s Factory
Ambarnath Maharashtra Machine Tools Prototype Factory
Anand Gujarat Amul Butter, Cheese and Baby Food
Arvi Maharashtra TV Reception Station; Satellite Communication
Avadi, Chennai Tamil Nadu Heavy Vehicles; ‘Vijayanta’Tank
Bailadila Madhya Pradesh Iron ore; Machanised mine
Barauni Bihar Oil Refinery
Baroda Gujarat Heavy Water Plant
Basti Uttar Pradesh Fruit Research
Bhadravati Karnataka Alloy Steel
Bhandara Maharashtra Explosives
Bhatinda Punjab Thermal Plant
Bhestan Gujarat Nylon
Bhilai Madhya Pradesh Steel Plant
Bhopal Madhya Pradesh Heavy Electricals
Bodra West Bengal Oil
Bokajan Assam Cement Plant
Bokaro Bihar Steel Plant
Burnpur and Kulti West Bengal Iron and Steel
Cambay Gujarat Petroleum
Chandiharh Capital of Punjab & Haryana Beautiful City designed bylate Mons.Corbusier
Chandrapura Bihar Thermal Power
Chittaranjan West Bengal Locomotive
Cochain Kerala Shipbuilding
Debari Rajasthan Zinc
Dhuvaran Gujarat Thermal Power
Doiwala U.P Satellite Earth Station
Durgapur West Bengal Steel Plant; Dry Ice
Ennore Tamil Nadu Thermal POwer
Ernakulam Kerala Cables
Gomia Bihar Explosives
Gopalpur-on-Sea Orrisa Guided Missiles Centre
Haldia West Bengal Oil Refinery
Harduaganj Uttar Pradesh Thermal Power
Hissar Haryana Indo-Australian Shep-Farm
Hoshangabad Madhya Pradesh Security Paper Mill
Hyderabad Andhra Pradesh HTM Hydraulic Press
Jabalpur Madhya Pradesh Vehicles-”Shakti-man” and “Nissan”
Jaduguda Bihar Uranium ore Mill
Jalsindhi Maharashtra Hydroelectric
Jawalamukhi Himachal Pradesh Petroleum
Jetsar Rajasthan Mechanized Farm
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Biocon India is a fully integrated healthcare
company that delivers innovative biopharmaceutical
solutions.  The company operates within the set
parameters for research, development and
commercialization of its products.  It has capabilities
to develop cost-effective drugs and has well-
developed manufacturing facilities.  Biocon is
advancing in its in-house research and development
programmes by making best use of India’s cost-
effective resources and dynamic manpower.  The
company also provides custom and clinical research
services to international pharmaceutical and
biotechnology majors through their subsidiary
companies.

Biocon has rapidly developed a robust drug
pipeline, led by monoclonal antibidies and several
other molecules.  With the successful commercial
launch of the first anti-cancer drug and several
promising discoveries, the company remains
committed to scaling new heights in frontier science
and achieving new milestones in affordable
medicine.

A joint venture between Biocon Biochemicals
Ltd. of Ireland and an Indian entrepreneur, Ms.
Kiran Mazumdar Shaw, Biocon India became the
first Indian company to manufacture and export
enzymes to the USA and Europe.  Over the years,
the company has evolved from an  enzyme
manufacturing company into a fully integrated
biopharmaceutical enterprise.  Today, Biocon
develops affordable drugs for unmet medical needs
through a combination of fermentation technologies
and research skills.

Biocon follows good manufacturing,
laboratory and documentatuib practices that ensure
consistent high quality results.  The state-of-the-art
analytical facilities ensure high quality of products,
processes and services.

KSFC assisted Biocon in the early 1980s when
the company was in its infant stage.  The loan
availed by Biocon between 1982-1993 is Rs.7.53
lakhs..

SUCCESS STORSUCCESS STORSUCCESS STORSUCCESS STORSUCCESS STORY OF KSFC ASSISTED UNITY OF KSFC ASSISTED UNITY OF KSFC ASSISTED UNITY OF KSFC ASSISTED UNITY OF KSFC ASSISTED UNIT

BIOCON INDIA, BANGALORE

Subsidiary Companies

 S y n g e n e
I n t e r n a t i o n a l
Limited - a
custom research
o r g a n i s a t i o n
offering synthetic
chemistry and
m o l e c u l a r
biology services;

 C l i n i g e n e
I n t e r n a t i o n a l
Limited - clinical
r e s e a r c h
organisation offering Phave I-IV clinical trials
and studies novel/genesis molecules;

 Biocon Biopharmaceuticals Pvt. Ltd. (BBPL)
- a joint venture with CIMAB to develop and
market a range of monoclonal antibodies and
cancer vaccines.

Awards

 Product of the year award for BIOMABEGFR
(2009);

 Bio Singapore Asia Pacific Biotechnology
Award (2009) for best listed company;

 Best IT User Award in the Pharmaceutical
sector by NASSOCM (2006);

 Best Reinvention of HR Function Award by
Indira Group, Mumbai (2004);

 Best Employer of India Award by Hewitt
(2004);

 Bio-Business Award for bio-entrepreneurship
by Robo India (2003);

 Express Pharma Pulse Award (2003);

 Biotech Product, Process Development and
Commercialization Award by the Ministry of
Science and Technology (2001);

 Export Performance Award by KSFC (1985);

 National Award for Best Small Industry (1985).

���

Ms. Kiran Mazumdar Shaw
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Engineering exports rise 119% in May

Engineering exports registered growth of
119.4% to $7.9 billion in May year-on-year, driven
by an increase in demand from traditional markets
like the US and Europe  and orders from New
markets like Latin America and Africa.  In May last
fiscal, engineering exports stood at $3.6 billion,
according to data released by the Engineering
Export Promotion Council (EEPC).

During April-May this year, engineering
exports grew by 115% to about $14.5 billion.
Enthused by the impressive growth in the last fiscal,
the council has set up an export target of $72 billion
for the 2011-12 fiscal.  Engineering exports saw
the highest-ever growth of about 85% to $60.1 billion
in 2010-11 on account of growing demand for the
goods from traditional as well as emerging markets.
In the government’s strategy to double the country’s
exports to $500 billion by 2013-14, engineering
exports are set to play a major role. During 2010-
11, India’s exports grew 37.5% to $245.9 billion.

Energy, urbanisation key in 12th plan,

The Deputy Chairman Planning Commission
Shri Montek Singh Ahluwalia identifies issues like
urbanisation, energy water management and
environment-friendly growth as big challenges
facing India at the start of the 12th five year Plan
which will start from the next financial year.

Besides, challenges like employment
generation, macro-economic stability, better farm
policies, infrastructure development and financial
sector reforms have to be addressed in the 12th
Plan, to sustain nine per cent growth.

Shri Ahluwalia says that there has been a
slower progress in ensuring inclusion than on
accelerating growth, though many parameters on
inclusive growth showed much progress. “This
contrast (of slower progress in inclusion and
accelerating growth) feeds the public perception that
rapid growth has only led to a concentration of

income and wealth at the
upper end”.

According to Shri
Ahluwalia inequality is
normally discussed in
terms of inequality of
incomes, but in India it
can only be measured on
the basis of distribution of
consumption. However,
there was only a modest
increase in inequality in
urban areas in reforms period and no similar trend
is available for rural areas.

He says one of the concerns about economic
reforms was that the richer states would benefit,
while the poorer ones might become poorer, which
was not borne out by the facts. For example Punjab
which was the richest of the major states until a few
years ago, but has grown more slowly than average
and has fallen behind Haryana, Gujarat and
Maharashtra. The inflationary pressures over the
past three years is a weak spot of economic
performance, for both growth and inclusiveness.
Inflation beyond the tolerable level — usually put at
5 to 6 per cent by the government and 4 to 5 per
cent by the central bank — is regressive.

Data contradict jobless growth theory

According to the latest stastics the country’s
unemployment rate fell to 2 per cent in 2009-10
(July-June period) from 2.3 per cent in 2004-05,
dispelling fears of jobless growth. According to
data released by the National Sample Survey Office
(NSSO), 20 people per labour force of 1,000 were
unemployed in 2009-10. In 2004-05, the figure was
23.  However, India’s data, based on a sample
survey, is not strictly comparable with figures from
the advanced countries. This is because India has
a large number of self-employed people. This
includes disguised employment in the farm sector,
too. So, the US unemployment rate of 9.5 per cent
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in July 2010 cannot be compared with this data.

A total of 51 per cent workers were self-
employed in 2009-10. While the number of
unemployed people in relation to the labour force
fell 13.04 per cent, the economy grew at a much
faster rate of 51.23 per cent during the period

Manufacturing output rising across the world:
UNIDO

The manufacturing output across the world
has grown 6.5% in the first quarter of 2011
compared to the same period last year, which
indicates a recovery from the recent financial crisis,
says a report of the United Nations Industrial
Development Organisation (UNIDO).  The report,
states that developing countries were in the lead
as their manufacturing production increased by
11.5%. The major contribution to this growth was
by China with its output growing by 15%.

Newly industrialised countries also performed
well, with Turkey displaying a growth of 13.8%, while
Mexico’s was estimated at 7.4% and India’s at 5.1%.
The manufacturing output of industrialised countries
rose by 4.4% during the same period, with a strong
growth of 7.1% observed in the US, the world’s
largest manufacturer.   Major European economies,
including France, Germany and the UK, also
demonstrated significant growth in manufacturing
output. But other European countries, like Greece,
witnessed a 6.9% drop, while Portugal and Spain
maintained a marginal growth of less than 1%.
India’s growth stood at 5.1%, which is one-third of
China’s factory output of 15% and also lower than
the world average of 6.5% as per the report

Inflation, rates cool IIP growth to 6.3%

The Index of Industrial Production has logged
6.3% growth in April against 13.1% in April 2010.

Finance Minister, Shri Pranab Mukherjee
described the slow pace of growth as disturbing but
added it will be necessary to watch the IIP growth
for some more months to see a trend.

While the new series has reduced the weight
for manufacturing in the index, that has not changed
the overall sense of declining investment trends in
the economy. The trend was also flagged by Prime
Minister’s Economic Advisory Council chairman Shri

C. Rangarajan in a meeting with industry on June
09, 2011. Shri Rangarajan said despite a 22% rise
in credit from the banking sector, the rate of growth
of industry was slowing.

Economists said that despite the decline in
factory output, they still expect the RBI to increase
its policy rate by 25 basis points, as the central
bank’s focus is still on inflation control.

The worrying aspect is the slower growth in
capital goods production. It grew at 14.5% in April,
compared with 35.5% a year ago. This is, however,
better than the growth rate measured by the old
series, which shows a 2.5% growth in April
compared with a 64% surge a year ago.

The slowing down of investments comes
against the backdrop of rising borrowing costs since
the beginning of last fiscal. Last month, the RBI
raised rates by 50 basis points and said it was willing
to sacrifice a bit of growth to tame inflation. Since
March 2010, the central bank has raised its policy
rate by 2.5%.

Exports up 57% in May, deficit at $15 bn

Exports jumped by 56.9% y-o-y to $25.9billion
in May, maintaining the growth momentum that
began last fiscal.  Along with rising exports, imports
too went up by 54.1% to $40.9 billion in May, pushing
up the trade deficit to $15 billion, according to
commerce secretary Shri Rahul Khullar.  Imports
grew highest in the last four years.

Ethiopia offers India fertile land for farm use

During a bilateral meeting between Prime
Minister, Shri. Manmohan Singh and his Ethiopian
counterpart, Meles Zenawi, the latter said that his
government had identified three million hectares of
fertile land for agriculture in his country and he would
like foreign investors to come and invest in
agriculture in those areas.  The two sides decided
to enhance the bilateral relations in a number of
areas including agricultural research. The Ethiopian
government wants crops to be cultivated there, its
locals get employment and then the products are
to be exported,”

Prime Minister Shri Manmohan Singh
extended an additional line of credit of US$300
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million for a regional integration project as
committed to the African Union for a new Ethiopia-
Djibouti railway. India was looking at Africa-based
farms to meet the domestic supply of pulses, among
other things.

Out of the US$660-million Indian investments
in Ethiopia, almost 65 per cent is involved in
agriculture. In Ethiopia, almost 85 per cent of the
population depends on agricultural activities.
Ethiopia also enjoys political stability which is often
missing in many other African countries.  Ethiopia
already has  the Indian horticultural farm Karuturi &
Co, the largest producer and exporter of roses in
the world.  The company, which holds large tracts
of land in Ethiopia and Kenya, also employs 99.8
per cent of its workers from local areas. Karuturi
currently has a 3,500-strong workforce.

World bank approves $975-mn loan for DFC
project

The World Bank has approved a $975-million
(around Rs.4,368 crore) loan for developing the first
phase of the eastern arm of the Rs.77,000 crore
Dedicated Freight Corridor (DFC) Project in India.
The 1,800-kilometre Eastern DFC is being
constructed for freight specific transport of
commodities by Indian Railways between Delhi and
Howrah in West Bengal.

Dedicated Freight Corridor Corporation of
India Ltd (DFCCIL), a company set up under the
rail ministry, is seeking an overall $2.4 billion (around
Rs.10,700 crore) loan from the World Bank for
completing the eastern DFC.  The eastern corridor
is expected to remove the constraints to growth in
the industrial heartland of Punjab and Haryana and

allow Indian Railways to free up capacity in the
region.  For developing the western corridor,
DFCCIL has already tied up with the Japanese Bank
of Industrial Cooperation (JBI C) for Rs.4,500 crore
funding as loan for the first phase, likely to be
commissioned in March 2016.

April exports up 34% at $24 billion

The current financial year (2011-12) began
well for the country’s exports which grew by an
impressive 34.4 per cent annually in April at $23.9
billion. Imports reached $32.8 billion, up 14.1 per
cent compared to the same month a year ago.

However, exporters have said while exports
are growing in value terms, the high cost of credit is
eroding their margins. In April, the balance of trade
— the difference between a country’s exports and
its imports — in April stood at $ (-) 8.9 billion,
according to the initial estimated released by
Commerce Secretary Shri Rahul Khullar on May
12, 2011.

During April, the sectors that did well in export
are engineering that grew 109 per cent, gems and
jewellery 39 per cent, electronic goods 48 per cent,
petroleum products 53 per cent, plastics and
linoleum 30 per cent. In imports, petroleum products
grew 7.7 per cent, pearls and precious stones
increased 19 per cent and gold 60 per cent.
“Composition of exports has shifted from labour-
intensive; traditional items to capital-intensive
manufactured items as well as petro products. This
is reflective of supportive policy, growing demand,
and a build-up in refining capacity,”.
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Textiles park to be set up in Punjab

Punjab Deputy Chief Minister, Shri Sukhbir
Singh Badal on 16 June, 2011 cleared the
conceptual plan to set up a textile park in Malwa
region.

The industry department has identified 1,700
acres of land in Bathinda, Ferozepur and Mansa
districts.  Proposals from international textile units
to set up integrated textile plants in this region have
already been reached . The Park would offer world
class infrastructure including round-the-clock power
supply and assured water supply besides a package
of concessions. The proposed textile park would
get direct supply from the local market as cotton of
Malwa region is the best in World.

Shri Badal said that this park when fully
completed would provide jobs to 70,000 skilled and
unskilled youth and mostly girls.

Promising full support to upcoming textile
park, Shri Badal said that the industrial department
should organise road shows in Delhi, Ahmedabad,
Mumbai and Chennai to market the concept of textile
park so that the state could attract best textile units
for the park.

Besides Deputy Commissioners of Bathinda,
Mansa and Ferozepur, principal secretary Industries
Shri S.S. Channi, Principal Secretary to Deputy
Chief Minister, Shri Viswajeet Khanna and additional
principal secretary to deputy CM Shri Ajay Mahajan
attended the meeting.

Meanwhile, the state government has decided
to initiate the novel concept to create ‘‘Green Wall’’
of forests around industrial cities of Ludhiana, Mandi
Gobindgarh, Jalandhar and Batala to reduce the
level of pollution in these cities. As a part of this
campaign saplings worth Rs.2 crore would be
planted around these cities.

Disclosing this here forest minister Shri
Arunesh Shakir said that the state government
implemented this scheme to provide healthy

INFRASTRUCTURE

environment by reducing
the level of pollution in
these cities. He said that
awareness seminars
and workshops would be
conducted and
pamphlets would be
distributed among
people to make them
aware of environment.

Shri Shakir said that the forest department
was committed to ensure pollution free environment
in industrial cities and saplings in big numbers would
be planted around these cities. He said that public
would be motivated to join this ‘‘Green City’’
campaign. He said besides securing Rs.2 crore for
saplings, the state government was also
encouraging NGOs and local residents for saplings
of plants to reduce the pollution in industrial cities.

25 more textile parks get Centre’s nod

The Centre has given consent to 25 new textile
parks, Ms. Rita Menon, Secretary, Union Ministry
of textiles said.  The government had received 55
applications. At present, the 40 existing textile parks
generate more than Rs.29,000 crore a year.  During
the 12th five-year plan, the government may
increase the size of the Technology Up-gradation
Fund (TUF) by 25 per cent. Under the TUF scheme,
the government will give more incentives to the
processing sector.

“We will have our first advisory committee
meeting for this particular TUF programme towards
the end of June,” said Ms. Menon. “I am very
enthusiastic about it and I think it will exceed the
growth rate of 20 per cent in 2011-12 and with the
sort of policy we have got into place, where we are
virtually going to offset the cost for consultancy and
incubation. We expect technical textile to pan out
with our eight centres of excellence and a lot of
money and commitment that the government has
put in.”
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About the new neutral fibre policy, she said
the government has to deal with many sub-sections
and therefore, it has been delayed.  On the 20 per
cent growth target for the technical textiles, Menon
said the government would provide all possible
support, including financial support, to companies
in this field.

On the 10 per cent excise duty on branded
ready made garments, she said that upon receiving
statistics and a detailed report from CMAI, she
would present a strong case before the finance
ministry.

Shri Ashok Shah, chairman of the fair sub-
committee, said the performance of the industry
would not go down because of the excise duty. “We
are expecting more bookings due to the upcoming
festive season,” he said.

Real estate top contributor to Delhi’s GDP in
2010-11

Real estate services emerged as top
contributor to Delhi’s gross domestic product by
contributing over Rs.1 lakh crore to the state’s GDP
of Rs. 2.58 lakh crore in 2010-11 which reflected
the rapid buoyancy in the sector.

The sector, which includes property brokers,
home buyers, land owners, property owners and
housing finance institutions, contributed 39.69% to
the gross state domestic product (GSDP) of the city
at current prices.  The share of the sector has gone
up to Rs.1.02 lakh crore in 2010-11 compared with
Rs.35,885 crore in 2004-05, registering annual
compound growth of 19.16% in the last six years.

Industrial model township in Ambala approved

The Haryana government has approved
industrial model township, on the pattern of Gurgaon
and Faridabad, to be set up at Ambala district.

Haryana chief minister Shri Bhupinder Singh Hooda
said in May that the state government would
consider setting up of an industrial model township
at Ambala on the pattern of Manesar, Faridabad
and Rohtak, so that ample opportunities of
employment could be generated. A road map for
the development of Ambala had been made by the
government and a special economic zone was
approved for Ambala, but due to worldwide
slowdown the plan could not be given practical
shape.
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Priority Sector Status for Bank Loans to MFIs

The Reserve Bank has advised that bank
credit to micro finance institutions (MFIs) extended
on, or after, April 1, 2011 for on-lending to
individuals and also to members of self help groups
(SHGs)/joint liability groups (JLGs) will be eligible
for categorisation as priority sector advance under
respective categories viz., agriculture, micro and
small enterprise, and micro credit (for other
purposes), as indirect finance, provided not less
than 85 per cent of the total assets of the MFI (other
than cash, balances with banks and financial
institutions, government securities and money
market instruments) are in the nature of “qualifying
assets”. In addition, aggregate amount of loan
extended for income generating activity, is not less
than 75 per cent of the total loans given by the MFI.

A “qualifying asset” shall mean a loan
disbursed by a MFI which satisfies the following
criteria :

 The loan is extended to a borrower whose
household annual income in rural areas does
not exceed Rs.60,000 while in non-rural areas
it should not exceed Rs.1,20,000.

 The loan does not exceed Rs.35,000 in the
first cycle and Rs.50,000 in subsequent
cycles.

 Total indebtedness of the borrower does not
exceed Rs.50,000.

 Tenure of loan is not less than 24 months
when the loan amount exceeds Rs.15,000 with
right to the borrower to prepay without
penalty.

 The loan is without collateral.

 The loan is repayable in weekly, fortnightly
or monthly installments according to the
choice of the borrower.

Further, to be eligible to classify these loans
under priority sector, banks have to ensure that MFIs
comply with the caps on margin and interest rate
as also other ‘pricing guidelines’ as folllows :

 For all MFIs the margin cap would be 12 per
cent. The interest cost is to be calculated on

ALL INDIA INSTITUTIONS

a v e r a g e
for tn ight ly
balances of
outstanding
borrowings
and interest
income is to
b e
calcu la ted
on average
for tn ight ly
balances of
outstanding
l o a n
portfolio of qualifying assets.

 Interest rate cap on individual loans at 26 per
cent per annum is to be calculated on a
reducing balance basis.

 Only three components are to be included in
pricing of loans viz., (i) a processing fee not
exceeding 1 per cent of the gross loan
amount; (b) the interest charge; and (c) the
insurance premium.

 The processing fee is not to be included in
the margin cap or the interest cap of 26 per
cent.

 Only the actual cost of insurance i.e., actual
cost of group insurance for life, health and
livestock for borrower and spouse can be
recovered; administrative charges to be
recovered as per Insurance Regulatory and
Development Authority (IRDA) guidelines.

 No penalty should be levied for delayed
payment.

 No security deposit/margin is to be taken.

At the end of each quarter, banks should
obtain from the MFI, a chartered accountant’s
certificate stating, inter-alia, that (i) 85 per cent of
the total assets of the MFI are in the nature of
“qualifying assets’’; (ii) the aggregate amount of loan
extended for income generation activity is not less
than 75 per cent of the total loans given by the MFI;
and (iii) pricing guidelines have been followed.

The guidelines relating to categorisation of
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(i) investment by banks in securitised assets
originated by MFIs; and (ii) outright purchase of loan
portfolios of MFIs as priority sector advances in the
banks’ books, would be issued in due course. In
the meantime, fresh assets would qualify for priority
sector treatment only if they satisfy the criteria of
qualifying assets and adhere to the pricing
guidelines as specified above.

Bank loans to MFIs which do not comply with
the above conditions and bank loans to other non-
banking finance companies (NBFCs), will not be
reckoned as priority sector loans from April 1, 2011.
Bank loans extended prior to April 1, 2011, classified
under priority sector, will continue to be reckoned
under priority sector till they mature.

Interest Rates Increased

Savings Deposits

The interest rate on domestic and ordinary
non-resident savings deposits as well as savings
deposits under non resident (external) accounts
scheme has been increased by 0.5 percentage point
from 3.5 per cent to 4.0 per cent per annum from
May 3, 2011.

Repo/Reverse Repo Rates

The repo rate under the liquidity adjustment
facility (LAF) has been increased by 50 basis points
from 6.75 per cent to 7.25 per cent from May 3,
2011. The reverse repo rate under the LAF,
determined with a spread of 100 basis points below
the repo rate, stands at 6.25 per cent from May 3,
2011.

Housing Loan limit under Priority Sector
Increased

The limit of housing loans for being eligible
for classification under priority sector has now been
enhanced from Rs.20 lakh to Rs.25 lakh. The
increased limit will be applicable to housing loans
sanctioned on or after April 1, 2011 to individuals
for purchase/construction of dwelling unit per family,
excluding loans granted by banks to their own
employees.

Pledge of Shares for Business Purposes

With a view to further liberalise, rationalise
and simplify the processes associated with foreign
direct investment (FDI) flows to India and reduce
the transaction time, AD Category – I banks have
been delegated powers to allow pledge of shares

of an Indian company held by non-resident investor/
s in accordance with the FDI policy, in some cases.

Investment in SLR Securities

The exemption granted to regional rural ranks
(RRBs) up to the financial year 2009-10 from ‘mark
to market’ norms in respect of their investment in
SLR securities has been extended by three years
i.e. for the financial years 2010-11, 2011-12 and
2012-13.

Liquidation of Post-Shipment Rupee Export
Credit

In order to reduce the cost to exporters
(interest cost on overdue export bills), exporters with
overdue export bills have been permitted to
extinguish their overdue post shipment rupee export
credit from their rupee resources. The
corresponding GR form, will however, remain
outstanding and the amount will be shown
outstanding in the XOS statement. The exporter’s
liability for realisation would continue till the export
bill is realised.

Overseas Forex Trading through Electronic/
Internet Portals

The Reserve Bank has clarified that
remittance in any form towards overseas foreign
exchange trading through electronic/ internet trading
portals is not permitted under the Foreign Exchange
Management Act (FEMA), 1999. The Reserve Bank
has also clarified that the existing regulations under
FEMA, 1999 do not permit residents to trade in
foreign exchange in domestic/overseas markets.

NBFCs advised not to be Partners in
Partnership Firms

In view of the risks involved in non-banking
finance companies (NBFCs) associating
themselves with partnership firms, they have been
prohibited from contributing capital to any
partnership firm or to be partners in partnership
firms. In cases of existing partnerships, NBFCs have
been advised to seek early retirement from the
partnership firms.

Micro Finance

The poor in rural India are being provided
microfinance mainly through the self help group
(SHG) - Bank Linkage Model and the micro finance
institution (MFI) - Bank Linkage Model.
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SHG Bank Linkage Model

SHGs are economically homogeneous groups
of 10-20 members belonging to poor families that
have been formed to save small amounts of money
on a regular basis. The savings of the SHGs are
utilised by them for on lending to group members.
SHGs are free to determine the rate of interest to
be charged on the loans extended by them. The
SHGs are financed directly by banks. As on March
31, 2010, 69.53 lakh SHGs have savings bank
accounts with banks and the amount of savings with
banks was Rs.6,199 crore. Under the SHG - Bank
Linkage model, thrift and savings precede credit.
About 9.7 crore rural households have been
covered under this scheme. As on March 31, 2010,
48.51 lakh SHGs had loans outstanding with banks
in the country with an average loan outstanding of
Rs.57,795 per SHG.

MFI - Bank Linkage Model

Under the MFI bank linkage model, banks lend
to the MFIs for on lending to the poor. As on March
31, 2010 loans outstanding against 1513 MFIs in
the books of banks amounted to Rs.10,147.54 crore.

Steps taken to encourage SHGs

The Government of India and the Reserve
Bank have taken the following steps to encourage
SHGs :

 To give an impetus to microfinance, the
Reserve Bank has categorised microfinance
under priority sector lending and lending to
SHGs has been brought under advances to
weaker sections in priority sector lending.
Once SHGs attain maturity in handling their
own resources, banks grade them and extend
credit to the qualified groups in multiples of
their savings.

 The Reserve Bank has permitted banks to
use the services of non - governmental
organisations (NGOs)/ SHGs, MFIs and other
civil society organisations as intermediaries
in providing financial and banking services
through business facilitator (BF) and business
correspondent (BC) models.

 The Reserve Bank has advised banks to
provide adequate incentives to their branches
for financing SHGs.

 NABARD extends refinance to banks for on

lending to SHGs at a rate of 8.25 per cent
per annum (7.15 per cent per annum for
financing in the north-eastern region,
including Sikkim) and at 7.75 per cent per
annum to RRBs and co-operatives (subject
to periodic revision).

 NABARD has introduced training and capacity
building of SHGs/grading of SHGs, etc.

 A Microfinance Development and Equity Fund
has been set up in NABARD with a corpus of
Rs.200 crore. This corpus has been enhanced
by another ‘ 200 crore in the financial year
2010-11.

Reserve Bank Tightens Rules to rein in fraud

The Reserve Bank of India (RBI) on 2nd June,
2011 set out measures to tighten internal controls
in banks so as to prevent further frauds in the
financial sector.

In two separate circulars, RBI asked foreign
and private banks to institute the role of an internal
vigilance officer and laid down stringent norms to
prevent frauds. These norms are based on the
feedback of forensic scrutinies on banks chosen
on the occurrence of high-value frauds or a sharp
rise in the number of frauds in them.

RBI spells out steps to make card deals safer

The working group set up by the Reserve
Bank of India (RBI) has recommended steps to
make card transactions safer.

Banks would have to strengthen their existing
payment infrastructure by securing technology,
improving fraud risk management practices across
all stakeholders and strengthening the merchant
sourcing process.

The panel suggested banks should shift to
chip-based cards from ones with magnetic strips,
which are currently in practice. Using chip-based
cards, along with a PIN, would bring down the
number of frauds. The committee also suggested
recommended the use of Aadhaar biometric cards
as an additional authentication factor. However, for
this, banks would have to upgrade automated teller
machines and point-of-sales terminals to accept the
biometric cards.

Banking Regulation Act needs to be amended

The government on 2nd June, 2011 said
there was a need to amend the Banking Regulation
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Act which will enable the RBI to effectively regulate
the banking sector.

RBI, which is forming draft guidelines for the
entry of fresh players in the sector, had sought more
powers from the government to regulate banks. For
example, existing regulations do not allow RBI to
supersede the board of a bank, which the regulator
now wants. Draft legislation proposes to give powers
to RBI to supersede the board of directors of a bank
for a period of up to one year and appoint an
administrator.  The Banking Laws (Amendment) Bill
of 2011, introduced in the Lok Sabha during the
Budget Session, seeks to give voting rights to
investors commensurate with their shareholding in
private sector banks.

HFCs to face higher provisioning

The National Housing Bank (NHB), the
regulator for housing finance companies, plans to
introduce standard asset provisioning of 0.4 per cent
on retail advances.  Home financing firms would
now have to set aside additional capital for their
performing retail home loan portfolio.  Though
banks are required to make standard provisioning
of 0.4 per cent on home loans, HFCs have to make
the additional provisioning on their non-retail
portfolio, which largely comprises project loans.

HFCs were earlier exempted from the extra
provisioning norm to encourage them to chanellise
more advances towards retail.  HFCs account for
nearly 30 per cent of the home loan market in India.

Housing Development Finance Corp (HDFC),
India’s largest home financing company, is unlikely
to be hit due to the move, since the financier makes
higher provisioning than the regulatory requirement.
During 2010-11, HDFC had made total provisions
of Rs.1,124 crore, compared with the regulatory
requirement of Rs.814 crore. The new provisioning
norm would mean an additional burden of Rs.120
crore on HDFC.

RBI eases overseas investment norms

To give Indian companies more flexibility in
managing international joint ventures (JVs) and
wholly-owned subsidiaries, the RBI has changed
its overseas direct investment guidelines.  Indian
companies will now be allowed to restructure
balance sheets of their overseas JVs and wholly-
owned subsidiaries.

Listed companies will be allowed to write off
25 per cent capital, loans and other receivables such
as royalty and management fee of their JVs and
wholly-owned subsidiaries through the automatic
route. Unlisted companies have also been allowed
this write-off, but will have to seek permission. In
case of JVs, the Indian promoters should own at
least 51 per cent. Existing regulations allow
restructuring of balance sheets only for winding-up
of JVs and wholly-owned subsidiaries abroad.

However, the write-offs and restructuring will
have be reported to RBI within 30 days of the action.
The companies will also have submit balance sheets
showing the loss. They would also have to provide
five-year projections indicating the benefit they
would get from the write-off.

RBI has also relaxed the rule for repatriation
of the disinvestment money through the automatic
route by smaller listed companies (networth below
Rs.100 crore) and unlisted companies where the
investment in the overseas venture is not more than
$10 million.

RBI also allowed Indian companies to give
corporate guarantees on behalf of step-down
subsidiaries, meaning another subsidiary or a
subsidiary of a special purpose vehicle. This
transaction can be done without first seeking RBI
approval.
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SME have to leverage domestic IT market

Small and Medium Enterprises (SMEs) in
Information Technology (IT) and related services
have to leverage the growing opportunities in the
domestic market, said the National Association of
Software and Service Companies (NASSCOM).

Opportunity for IT SMEs in providing services
to large Indian companies, IT implementation in
SMEs in other sectors and the government is
growing and the association has initiatives to
support the small and medium players, said Shri
Som Mittal, President, NASSCOM.

NASSCOM has also launched a new portal
profiling SMEs, which has specific products for e-
governance in central and state governments.  So
far, around 160 companies have been registered
with the portal that would support government
officials to identify specialised IT solutions and
service providers for their requirements.  The SMEs
should also explore opportunities in emerging
segments like cloud computing, mobile applications
and social media services, said Shri Mittal.

Saas shows Indian SMEs’ technology prowess

Software-as-a-service (SaaS) has shown a new
wave of opportunities for software product firms in
India, who are in their early phase of growth. These
software firms are developing ready-to-use SaaS
applications for small and medium enterprise
(SMEs) and enterprise customers and offering them
on-the-cloud (internet) as a service. This is not only
providing them easy access to a larger audience,
but helping them make money from day one.

Using the SaaS model, an SME firm based out
of Bangalore is offering digital publishing solutions
to publishing houses and organisations located in
America, Europe and many other continents.

MICRO, SMALL & MEDIUM ENTERPRISES

SME units in
crisis over
natural rubber
supply

Unless a multi-
faceted action
plan is
implemented to
enhance natural
rubber (NR)
production in the
country, used
industries will
suffer due to
supply shortage.
The production-consumption gap is increasing since
the last five years and there had been many-fold
increase in NR price, endangering the existence of
rubber-based small and medium enterprises (SME).

According to industry estimates, 500-800 small
units like sandal, rubber band makers, etc, have
shut in the last year due to swelling raw material
prices.In India, the number of rubber-based SME
units is at least 4,500 plus and a large number of
them are on the verge of closing down, according
to the All India Rubber Industries Association
(AIRIA).

In the current financial year, the Rubber Board
estimates a shortfall of 75,000 tonnes, but industry
associations like AIRIA and Automotive Tyre
Manufacturers Association project a shortfall of
189,000 tonnes.

Pvt bodies may help SMEs in EPF, ESI
contributions.

India’s 2.6 crore micro, small and medium
enterprises (MSMEs) could soon have a special
facility for complying with sundry statutory
requirements.

MSMEs account for 45% of India’s industrial
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output, 40% of exports and about 20% of the gross
domestic product. They employ over 6 crore people
and add some 40 lakh people to their rolls every
year. The service entities, to be licensed by the
government, will be at the service of these units to
enable them to collect various statutory
contributions from their employees and transfer
them to designated government funds like
Employees Provident Fund and ESI.

To a certain extent, the private entities – which
could be run by large corporates – could also
supplant the role of organisations like the EPFO.
Companies need to collect funds from their
employees and make statutory payments under the
Employees’ Provident Fund (EPF) Act, Employees’
Pension Scheme, ESI Act, Payment of Gratuity Act,
Personal Injuries Act, Workman’s Compensation
Act, etc. As per the EPF Act for instance,
establishments employing 20 or more people are

required to contribute 12% of the emoluments of
the employee to the EPF and ensure a matching
contribution by the employee. “We are coming out
with a concept paper, outlining the framework of
the organisation, which can come up as a
commercial viable entity in the private sector and
take over the obligations of SMEs. This (the
proposed entity) will be an alternative mechanism
to EPFO and ESIC,” Shri R.P. Singh, DIPP  Secretary
said. By allowing more players in the area, healthy
competition which would eventually bring down the
cost of these services to SMEs.

Shri H.P. Kumar, Chairman, National Small
Industries Corporation said, “If this entity is created
then definitely it will be beneficial for the sector. It
will not just reduce the burden and hassles of the
SMEs, but will also help them in using the required
resources spent on these statutory payments in a
better and more useful manner.”
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POLICY POINTERS

DIPP to get Cabinet approval for DMIC project

The department of industrial policy and

promotion (DIPP) has decided to get the cabinets

approval for the planned Delhi-Mumbai Industrial

Corridor (DMIC). The Rs.18,500-crore project would

create seven new cities in the first phase. The DIPP

has already received the approval from other related

ministries like water resources, urban development,

railways for the project and is awaiting the response

of the finance ministry.

According to official sources, each city needs

an investment of Rs.2,500 crore, adding up to an

investment of Rs.17,500 crore. Another Rs.1,000

crore will be required for the preliminary project

development.

The required funds will be raised both through

debt and equity. The DMIC is being developed on

the public-private partnership model with the

government partnering with IL&FS and the IDFC.

The DMIC was conceived in 2006 and is

expected to build internal roads, solid waste

disposal, flood management, storm water and

sewerage system, bus and rail-based public

transportation system and landscaping.

The project covering Uttar Pradesh, Haryana,

Rajasthan, Gujarat, Maharashtra and Madhya

Pradesh in collaboration with Japan as a

manufacturing and trading hub, is expected to see

first seven cities which will come up along Delhi-

Mumbai Dedicated Rail Freight Corridor.

Apart from this, the new cities and sub-cities

will be developed around the industrial nodes of

Kushkhera-Bhiwadi-Neemrana in Rajasthan, Dadri-

Noida- Ghaziabad in

Uttar Pradesh,

Bharuch-Dahej in

Gujarat, Igatpuri-

Nashik-Sinnar in

Maharashtra and

Pitampura-Dhar-Mhow

in Madhya Pradesh.

After these seven cities

the next phase will

develop 17 more cities which are planned to be

developed on a similar pattern.

New Land Acquisition policy announced for

UP

Uttar Pradesh chief minister Ms. Mayawati on

June 02, 2011 announced a new land acquisition

policy, which stresses that approval of any

development project in the private sector would

depend upon the consent of at least 70 per cent of

the affected farmers.  Besides, the private

developers would directly deal with farmers for

compensation, while the state would only play the

role of a facilitator and notify both the parties about

the acquisition of the designated land. The

government has clarified that the new policy has

been implemented with prospective effect and does

not cover earlier projects for which land acquisition

had already taken place. While the new policy

promises added benefits to farmers, it revises some

provision in the earlier land acquisition and

rehabilitation policy announced on September 3,

2010.  The main features of new policy vs old policy

of UP are as below :-
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OLD Policy New Policy
(Sept 03, 2010) (June 02, 2011)

Single dimension policy for all types of Policy has three parts each dealing with :
land acquisition a) acquisition for basic infrastructure such as

highways, canal

b) acquisition by development authorities for
planned developed on basis of master plan

c) acquisition by private developers for
development and commercial projects

Government to acquire land In case of private projects, the developer will
acquire land and state would be only facilitator

Apart from compensation, farmers to get Annuity increased to Rs. 23,000 per year per acre
Rs. 20,000 annuity per year per acre

Farmer can seek lump sum of Rs. 2,40,000 Farmer can seek lump sum of Rs. 2,76,000 per
per acre in place of annuity acre in place of annuity

No provision of farmers’ consent a) Farmers get 16 per cent of developed land
without stamp duty charges

b) They can liquidate part of 16 per cent
developed land for cash

No additional liability on private developer a) Private developer to provide a job to farmers’
family rendered landless in land acquisition

b) Developer to build Kisan Bhawan in affected
village

c) Developer to run model school till standard
VIII in affected village

No gradation of additional benefits to small Additional monetary benefits to farmers according
and marginal farmers and those deriving to their land holdings left after land acquisition.
livelihood as agricultural labourer Agricultural labourer rendered jobless due to

land acquisition, would get lump sum benefits
on basis of minimum agricultural wages.

India gets first E-waste management rules

Putting the onus of re-cycling of electronic wastes (e-waste) on the producers, the Ministry of
Environment and Forest (MoEF) has for the first time notified e-waste management rules.

The e-waste (management and handling) Rules, 2011 would recognise the producers’ liability for
recycling and reducing e-waste in the country. The rules will come into effect from May 1, 2012.

Personal Computer manufacturers, mobile handset makers and white goods makers will be required
to come up with e-waste collection centres or introduce ‘take back’ systems. “These rules will apply to
every producer, consumer and bulk consumer involved in manufacture, sale, purchase and processing
of electronic equipment or components,”.
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enterprises and government will be responsible for
recycling of the e-wastes generated by them. The
bulk users have to ensure that the e-waste
generated by them is channelized to authorised
collection centres or is taken back by the producers.

Govt proposes quarterly targets for PSBs

The Union government has proposed that
public sector banks should set quarterly targets for
credit disbursal to avoid bunching of the disbursals
in the last quarter of a financial year.

State-owned banks, however, said the
proposal did not take into account the business cycle
and the seasonality of credit requirements. Banks
have said the annual target for the financial year
should, instead, be divided into over two periods.

For the first half of a financial year (April-
September), which is marked by subdued economic
and business activity, the target could be set at 40
per cent of annual credit disbursals. The remaining
60 per cent could be set for the second half
(October-March), which coincides with the festive
season, said an Indian Banks’ Association
executive. Besides seasonality of the credit
requirement, the drawdown of project loans also
hit even growth. The growth on loans may not be
evenly spread during the year and may differ from
bank to bank. Last year, there was a sharp rise in
loans to telecom companies for the payment of
spectrum fees in the second quarter.

The environment ministry is giving the
producers of electrical and electronic equipment a
breathing period of one year to set up their collection
centres.  The rules will come under the Environment
Protection Act (EPA).

India, at present, generates about 400,000
tonnes of e-wastes annually of which only 19,000
tonnes are getting recycled according to the recent
data by hardware manufacturers association, Mait.

According to Mait, around 40 per cent of the
unused and obsolete electronic products sit idle at
homes, godowns and warehouses as one does not
know what to do with it or there is no systematic
mechanism to dispose it.  E-wastes are considered
dangerous, as certain electronic components
contain substances such as lead, cadmium, lead
oxide (in cathode ray tubes), toxic gases, toxic
metals, biologically active materials, acids, plastics
and plastic additives. These substances are
considered hazardous depending on their condition
and density.

Under the new rules, producers will have to
make consumers aware about the hazardous
components present in the product. Also,
instructions for consumers for handling the
equipment after its use along with the do’s and
don’t’s. They will also have to give information
booklets to prevent e-waste from being dropped in
garbage bins.  However, bulk consumers such as

It seems to me that people have vast potential. MostIt seems to me that people have vast potential. MostIt seems to me that people have vast potential. MostIt seems to me that people have vast potential. MostIt seems to me that people have vast potential. Most

people can do extraordinary things if they have thepeople can do extraordinary things if they have thepeople can do extraordinary things if they have thepeople can do extraordinary things if they have thepeople can do extraordinary things if they have the

confidence or take the risks.confidence or take the risks.confidence or take the risks.confidence or take the risks.confidence or take the risks.
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The only place success comes before sweat is in the dictionaryThe only place success comes before sweat is in the dictionaryThe only place success comes before sweat is in the dictionaryThe only place success comes before sweat is in the dictionaryThe only place success comes before sweat is in the dictionary

and the road there is often under construction.and the road there is often under construction.and the road there is often under construction.and the road there is often under construction.and the road there is often under construction.

MISCELLANY

What is the Infrastructure debt fund or IDF?

Infrastructure debt fund is a debt instrument
being set up by the finance ministry in order to
channelise long-term funds into infrastructure
projects which require long-term stable capital
investment. According to the structure laid out by
the finance ministry, after consultations with
stakeholders, infrastructure NBFCs, market
regulators and banks, an IDF could either be set
up as a trust or as a company.

What happens in either of the scenario?

If the IDF is set up as a trust, it would be a
mutual fund, regulated by Sebi or the Securities and
Exchange Board of India. The mutual fund would
issue rupee-denominated units of five years’
maturity to raise funds for the PPP, or public private
partnership projects.  In case the IDF is set up as
funds, the credit risk would be borne by investors
and not the IDF.

As a company, it could be set up by one or
more sponsors, including NBFCs, IFCs or banks. It
would be allowed lower risk-weightage of 50%, net-
owned funds (minimum tier-I equity of 150 crore).
It would raise resources through issue of either
rupee or dollar-denominated bonds of minimum five-
year maturity. It would invest in debt securities of

 INFRASTRUCTURE DEBT FUND

only PPP projects,
which have a buy
out guarantee and
have completed at
least one year of
c o m m e r c i a l
operation.

Refinance by
IDF would be up to
85% of the total
debt covered by
the concession
agreement. Senior
lenders would
retain the remaining 15% for which they could
charge a premium from the infrastructure company.
The credit risks associated with the underlying
projects will be borne by IDF. As an NBFC, the fund
would be regulated by the Reserve Bank of India.

Who would be the major investors?

Domestic and offshore investors, mainly
pension funds and insurance companies, who have
long-term resources, would be allowed to invest in
these funds, while banks and financial institutions
would act as sponsors.
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DESIGNING THE SUCCESS OF MICRO-ENTERPRISES

J & K SFC TO GET Rs. 250 CR FROM THE CENTRE

MAHARASHTRA APPROVES 92 MORE PVT. SUGAR MILLS

ENGINEERING EXPORTS RISE 119% IN MAY

25 MORE TEXTILE PARKS GET CENTRE’S NOD

INDUSTRIAL MODEL TOWNSHIP IN AMBALA APPROVED

PRIORITY SECTOR STATUS FOR BANK LOANS TO MFIs

NEW LAND ACQUISITION POLICY ANNOUNCED FOR UP


