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EDITORIAL
The Constitution (One Hundred and Eleventh Amendment) Bill 2009 was
introduced in the Lok Sabha on November 30, 2009 by Union Minister of
Agriculture Shri Sharad Pawar. The Bill seeks to add a new Directive
Principle of State Policy that the State shall endeavour to promote voluntary
formation, autonomous functioning, democratic control and professional
management of cooperative societies. The Bill also seeks to insert a new
part as Part IX B in the Constitution outlining certain guidelines for managing the affairs of cooperative societies. It is provided that the States will
amend their Cooperative Societies Act to include mainly the following
provisions.
-

-

-

-

Board of Directors to have maximum 21 members with a fixed five year
term.
Reservation of one seat for SC/ST and 2 seats for women in the Board if
the cooperative has members from these categories.
Provision to co-opt maximum 2 persons to the Board with expertise in
the banking, management, finance or specialization in the field relating
to particular cooperative.
Election to the new Board to be held before the expiry of the existing one
as per guidelines being incorporated in the law.
Election being conducted by a body or authority being specified in the
Act.
The Board can be superseded under exceptional circumstances for a
period not exceeding six months and appointment of administrator till
the new board is elected.
The audit of accounts to be done by auditors or audit firms with
required qualifications and experience as being specified in the law,
from a panel approved by the State Govt.
The provisions in the existing State Act to continue till the State legislatures pass new Act incorporating the above provisions.
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The Constitutional Amendment was proposed as a measure to reform State
Cooperative Societies Acts and also to bring certain degree of uniformity
with regard to essential aspects of cooperative governance on the lines of
Model Societies Act recommended by Brahmpraksh Committee. It is,
however, doubtful whether the Constitutional Amendment will fully
achieve the above objectives. The provisions suggested for incorporation in
the State Acts do not fully conform to the provisions in the Model Act or even
the Multi State Cooperative Societies Act 2002. While the Model Act as well
as Multi State Cooperative Societies Act 2002 entrust the Board of
Directors of the society with the responsibility to conduct elections before
expiry of its term, the Bill provides that the elections to the Board will be
conducted by a body or authority being specified in the State Act, which is
not different from the present arrangement existing in many States which
has been proved ineffective in conducting timely elections. Once the guidelines are provided in the Act, the responsibility for conduct of elections
should be left to the Board to ensure timely elections with a provision for
disqualifying the members of the Board which fails to conduct elections on
time.
Similarly, the grounds for supersession mentioned in the Bill are too general involving subjective judgements of the authority concerned. The
grounds for supersession should be specific and objective such as proven
financial irregularities and defaults. The provision in the Bill relating to
audit also needs amendment. Once the qualifications and experience of
auditors are specified, the General Body should be given freedom to appoint
auditors who possess such qualifications and experience from a panel
approved by the Board instead of from a panel of auditors approved by the
State Govt. The clause that the provisions in the existing Law will continue
till the State legislature passes new Act will defeat the purpose of
Constitutional Amendment. It is necessary that a deadline is fixed for
States to amend its Act in accordance with the provisions incorporated in
the Constitution.
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It is suggested that the provisions relating to cooperatives may be incorporated in Part III (Fundamental Rights) since cooperative manifests the right
to association instead of Part IV (Directive Principles of State Policy). While
clauses in Part III can be enforced through a Court of Law clauses in Part IV
are in the nature of general guidelines.
The Bill has been referred to the Department related to Standing
Committee on Agriculture under the chairmanship of Shri Basudeb
Acharia, which is expected to submit its report in three months. We hope
that the Committee will recommend appropriate modifications in the Bill to
make this exercise effective in reforming State Cooperative Societies Acts
on the lines of Model Cooperative Act.

K.K. Ravindran
Managing Editor
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Cooperative Banking In Competitive Environment
MS. BHAVI TRIVEDI*

Winners are those who adopt the changes before the change occurs. We
cannot stop the change. To be open to change the cooperative banks need to reengineer their policies and procedures. A strong professional approach is
required.

Sea changes have been taking
place in the global economy. LPG
(Liberalisation, Privatisation and
Globalisation) process has
widened the business horizons for
giant business players. These
drastic changes have left
footprints on each segment of our
economy, banking being one of
them.
The changes are clearly evident
in a number of players with wide
range of innovative products and
services supported by high level of
IT integration to enhance the
market share and customer
services. This has resulted in an
uneven competition for the
cooperative banks. The small
banks have to compete with the
banks whose branch business is
equivalent to the bank business of
the entire cooperative banks. Size
is not only the factor but their

major focus is on managing
quality portfolio, reduction of
NPAs, pricing of their services,
leveraging technology for the cost
reduction, taking benefits of large
scale of operations and multi
skilled and professional staff.
Moreover, commercial banks also
witnessed change in corporate
governance practices, adoption of
prudential norms and strategic
planning. No doubt the
cooperative banks serve
altogether different segments of
the economy, their credit portfolio
consists of 60% of priority sector
advances and amongst this, 15%
goes to weaker section of the
economy. But with the passage of
time, the line of difference in the
target customers is erased day by
day due to improvement in
standard of living of the people of
priority and weaker sections and

*Dy Manager, The Cooperative Bank of Rajkot Ltd.
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competitiveness of the giant
commercial banks to reach till the
lower range of customers by their
tech Savvy products and services.
Here, the question arises
whether the cooperative banks
and its system can leverage its
strength of ability to serve the very
small accounts to tackle the
competition that has arisen.
Whether the committed clientele
of cooperative banks will stick to
their commitment or not, there
also lies a big question mark. The
time has come to test commitment
of this captive clientele of the
cooperative banks.
Healthy advances are the bread
and butter of any bank.
Cooperative banks get their
business from their members as
only the members are only eligible
for loans and advances from the
bank. Can cooperative banks
trust its members/borrowers for
their continuous and long lasting
patronage which the banks
enjoyed in the traditional banking
era? Can these old roadmaps be
trusted in this competitive and
ever changing banking
environment? And if the answer is
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positive, the question arises how
long the cooperative banks can
strongly stand on the base of
these old roadmaps? The clientele
base of the cooperative banks has
decreased in some of the states.
No doubt, cooperative culture is
cultivated in the states of Gujarat
and Maharashtra. But is it wise
enough to stand on this
assumption?
Competitive and changing
environment have spread its
colours to human behavior as
well. Today's rationale and
conscious customers never allow
the banker to sell the same
product or service for a couple of
years which was possible in the
earlier era of traditional banking
environment.
Interest rates have an impact
on quality of customers and their
retention. But cooperative banks
sometimes fail to recognize this
fact. A high rate of interest tends
to drive the better-off and well
informed clientele to other banks.
Small and too risky clientele are
with the cooperative banks which
are infact latent costs to the banks
in terms of higher risk and
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transaction load. The commercial
banks with their strong financial
base and ability to mobilize
resources at a low cost are able to
price their products and services
at such levels that induce
customer migration.
Further, in this competitive
scenario a banker needs to learn
different ways to convince the
customers. Commercial banks
realize this fact and do effective
marketing which is not yet
realized by cooperative banking
sector as a whole. Commercial
banks reduce the cost of the
customers in terms of labour and
time by large scale networking
and technology driven services.
All these provide question mark
on the excellence of cooperative
banks in this competitive age. We
can not blame the cooperative
banks for their circumstances.
One of the dimensions of low
competitive behavior is the legal
limitation on the cooperative
banks. These banks suffer from
dual control of RBI and RCS. The
lengthy process is also
cumbersome. Today conditions
change frequently and on daily
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basis so how can cooperative
banks compete with fast moving
foreign banks with such dual
control and long drawn legal
procedures is the issue to ponder
upon. Secondly, professionals
with appropriate skills have not
been brought in adequate
number. They have not been
utilized for their expertise.
Procedurally the staff does not get
adequate delegation of powers.
Emotionally they are not enabled
to own the results of their actions.
This combination of denial makes
the staff less effective. Their
morale and enthusiasm reduces
periodically. Management can not
expect value addition from such
demoralized staff.
Thirdly, cooperative banks are
not convergent with latest
technology. Investments in IT
products and services is very less
in these banks. The main reason
behind this is low financial
strength of the banks and another
is staff resistance for change. All
IT powers lie in the hands of
people counted on finger tips
which not only monopolises the
work but also leads to misuse of
power.
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Moreover, loan and investment
decisions are affected by political
pressure. The office atmosphere
and politics between employees
hinder the growth of banking
institutions.
In short, to removing the legal
limitations is not the cup of tea for
one or two cooperative banks.
Therefore, the banks need to
prioritize their investments in IT
with adequate attention to human
resources development both in
business process and customer
services.
The above analysis is not with a
view to conclude that cooperative
banking has no future or it cannot
compete. There are cooperative
banks which are flying high
through their professional
management, good corporate
governance policy, excellent IT
developments and introduction of
new and innovative products like
ATM Card, E Token, etc. Here is
the example of one of the ideal
cooperative banks namely The
Cooperative Bank of Rajkot Ltd.
Popularly known as RAJ BANK.
RAJ BANK is one of the best
banks across the nation having its
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gross NPA nearest to zero which
shows the superb performance of
recovery department of the bank.
A combination of transparent
management alongwith team
work of employees has made the
bank number one innovative
cooperative bank in the state of
Gujarat. Recently, the bank
received two awards for innovative
HR practices and for best M&A
respectively. This shows the
excellent performance of the
bank.
With the help of effective
management and strong financial
back up, the cooperative banks
can provide their best to the
nation as they have ability to
provide personalized services to
their clients at the lowest cost
without hiring experts for finding
out target customers at pay
higher packages.
Winners are those who adopt
the changes before the change
occurs. We can not stop the
change. To be open to change the
cooperative banks need to reengineer their policies and
procedures. A strong professional
approach is required.
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THE MEGHALAYA CO-OPERATIVE APEX BANK LTD.
HEAD OFFICE : SHILLONG
(Government of Meghalaya Sponsored Bank)
Estd. 16th February, 1971
Phone : 0364-2224166
E-mail : apexbank@sancharnet.in
mcab@dataone.in

Fax : 0364-2222026
Website : www.mcab.gov.in

A premier State Cooperative Bank in the North-Eastern Region having democratically elected Board of
Directors since inception and managed by professionals.

FINANCIAL HIGHLIGHTS
!
!
!
!
!
!

(As on 31.03.2008)

Paid up Share Capital & Reserves
Deposits
Loans & Advance
Investments
Net Profit
Working Capital

:
:
:
:
:
:

Rs.
Rs.
Rs.
Rs.
Rs.
Rs.

6615.30
71947.65
19388.52
22613.15
202.77
86408.26

(As on 31.03.2009)

Lakhs
Lakhs
Lakhs
Lakhs
Lakhs
Lakhs

Rs.
Rs.
Rs.
Rs.
Rs.
Rs.

8425.65
79279.24
20549.81
27804.26
352.00
97942.73

Lakhs
Lakhs
Lakhs
Lakhs
Lakhs
Lakhs

Our Banking Products & Services
!
!
!
!
!
!
!
!
!
!
!
!
!
!

Current Deposits
Savings Bank Deposits
No Frills Savings Deposits
Fixed Deposits
Recurring Deposits
Monthly Income Deposits
Double Benefit Scheme
Cash Certificates
Fixed Deposit linked with Recurring
Deposits
Housing Loan Linked Deposits
Children Education Deposits
Crop Loans for Agriculture through KCC /
SHG / Cooperatives
Term Loans for Agril. & Allied Agriculture
Aquaculture Development One Thousand
Ponds Scheme

!
!
!
!
!
!
!
!
!
!
!
!
!

Loans for Housing Complex
Loan for SRTO
Consumer Durables Loans
Loans to Technocrats & Professionals
Loans to educated unemployed youths
Cash Credit & Overdraft Facilities
Loans for Children Education
Integrated Village Development Scheme
Term Loan for Tourism Development
Personal loan to salary earners
Bank Guarantee
Safe Deposit Lockers & Other Ancillary
Services
Loans to Tribals under NSTFDC Schemes

BRANCHES ALL OVER MEGHALAYA
THE BANK WITH A MISSION
Please bank on us for all your banking needs
Mr. D.F. War
Managing Director
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Mr. Mukul Das
Ex-MLA
Vice-Chairman

Mrs. R. Warjri
Ex-MLA & Former Minister
Chairperson
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Impact Of Basel Accord On The
Financial Sector Reforms In India
Dr. R Maylsamy*
Dr. M. Revathi Bala **

The prudential norms have not only standardized the accounting procedures
but also brought about the uniformity in maintenance and disclosure of financial
information, which has facilitated for an inter-bank comparison over a period.

Financial System with financial
stability is sine-quo-non for the
sustained and rapid economic
progress. Globalization and
financial innovation have multiplied and diversified the risks
carried by the banking system. In
response, the regulation of banking in the developed industrial
countries has increasingly
focused on harmonization and
ensuring financial stability. These
nations aim for different level of
development of their economies
and their extent of financial
deepening and intermediation is
of different level as compared to
the developing countries.
Therefore, strong, efficient, functionally diverse and geographically widespread financial system
is critical to the attainment of

objectives of creating a market
driven, productive and competitive economy in India.
Origin of Basel Committee
The Bank for International
Settlements (BIS) was established
in 1930 at Basel in Switzerland. It
is the world's oldest international
financial institution and remains
this day a principal centre for
International Central Bank
Corporation. The Committee of
Central banks and bank supervisors from the major industrialized
countries meet once in every three
months at the BIS in Basel, where
its permanent secretariat is
located. So, it is called the Basel
Committee.
The Basel Committee consists
of senior supervisory representa-

*Head, Department of Cooperation (SF), Sri Ramakrishna Mission Vidyalaya College of Arts and Science,
Coimbatore-641020
** Lecturer in PG Department of Commerce, Kongunadu Arts and Science College (Autonomous), G.N.Mills
(PO), Coimbatore-641029.
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tives from various countries viz.,
Belgium, Canada, France
Germany, Italy, Japan,
Luxemburg, Netherlands,
Sweden, Switzerland, United
Kingdome and the United States.
Through regular meetings, bringing together governors and officials of the member central
banks, the BIS act as the prime
forum for information exchange
and cooperation among central
banks worldwide.
Central Bank Corporation at the
BIS is aimed at defending the
Bretton-Woods Systems in the
1960s and early 1970s and managing capital flows following the two
oil crisis and international debt
crisis in the 1980s. More recently,
the thrust has been to foster financial stability in the wake of economic integration and globalization. The banking environment has
undergone globally several changes
and has turned risks inherent to
banking operations more complex.
There were banking crisis like the
collapse of the Bearings Bank and
the South Asian Crisis. So, the
need for the amendment and
updation of the accord was felt
during the year 1988.
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Basel Accord-I
During the year 1975, Central
Bank Governors group from 10
countries formed a Committee of
Banking Supervisory Authorities
and had a meet at BIS. The Basel
Committee provided a framework
for capital adequacy in 1988 to
shield against failures and insolvency of the banks putting the
depositors to distress, which is
known as Basel-I Accord. It also
aims to improve safety and soundness in the financial system by
placing more emphasis on banks'
own Internal control and management, the supervisory review
process and market discipline.
The norms for capital adequacy
differ from bank-to-bank and
country-to-country. The Basel
Committee addressed the issue of
standardization and provided a
requisite framework. It defined
components of capital, allotted
risk weights to different types or
categories of assets and the
minimum ratio of capital to sum
total of risk-weighted assets.
The Basel-I norms for risk
weights were more rigid in nature.
For example, all exposures to
sovereigns were given 0 percent
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risk weight. All bank exposures
had a risk weight of 20 percent.
Corporate advances had a risk
weight of 100 percent. Such rigid
approach without consideration
for the strengths and weaknesses
of individual entities was the main
shortcoming of the Basel-I
Accord.
Need for Basel Accord II
Over the past 20 years, the
banking sector weaknesses
resulted in huge economic losses
among the various nations of the
world. Instances of Mexico (1982),
the other Latin American debt
crises of 1980s, Mexico again in
1994 and 1995, and then the East
Asia's debt problems of 1997 and
1998, Russia in 1988 and Brazil
in 1999 are all the sad reminders
of banking sector weaknesses. On
the other hand, the banking
industry world over has undergone a major transformation in
the year 1988 when the Basel
Accord-I was implemented.
Especially, two specific changesthe expanded use of securitization
and derivatives in secondary
markets and vastly improved risk
management systems had significant implications for Basel-I. As

March 2010

the banks have to operate on a
global scale in all financial markets, Basel-I has become outdated.
Basel Accord in India
In India, the decade beginning
with 1990 saw the accumulation
of the crisis of the regulated
regime with the worsening of the
external balance of payments, a
low foreign exchange reserve,
raging inflation and dwindling
Gross Net Product (GNP). It was
felt that a major restructuring of
the Indian economy was needed.
On the external front, the signing
of the General Agreement on
Tariffs and Trade (GATT) followed
by membership of the World Trade
Organization (WTO), paved the
way for global integration.
While the real sectors of the
economy were being liberated by
gradual loosening of controls,
financial sector reforms were
necessitated to support the
restructuring process. The
Committee on the Financial
System (CFS) (1991) appointed for
this purpose, recommended
sweeping changes that came to be
regarded as landmarks in the
history of banking in India. The
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objectives of the reforms package
were threefold:
(a) Liberalization of all markets
by quickening the process of
deregulation;
(b) Increasing competitiveness in
all spheres of economic activity, and
(c) Ensuring financial/fiscal
discipline in all economic
agents.
Reserve Bank of India (RBI)
took prompt initiative to respond
to the framework of Basel in terms
of implementation of the 1988
Accord. In an effort to implement
and monitor prudential norms in
the area of credit and advances
and functioning of the banks, RBI
came out with comprehensive
guidelines in the following areas:

+
+
+
+
+

Pre conditions of effective
banking and supervision;
Licensing and structure;
Prudential regulations and
requirements;
Liquidity risk management;
and
Methods of ongoing banking
supervision

RBI's association with the
Basel Committee on Banking
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Supervision (BCBS) was in the
year 1997 as India was among the
non-member countries that was
consulted in the drafting of the
Basel Core Principles. RBI has
been actively participating in the
deliberations on the New Accord.
The RBI had accepted to adopt the
new accord in April 2003 itself
and announced its Annual Policy
Statement in May 2004. The
deadline for implementing Basel
II, originally set for March 31st,
2007, has now been extended.
Foreign banks in India and Indian
banks operating abroad are to
meet Basel-II norms by March
st
31 , 2008, while all other scheduled commercial banks will have
to adhere to the guidelines by
st
March 31 , 2009. But the decision
to implement the guidelines
remains unchanged.
On account of the structural
changes imposed by the Basel
Committee in 1988 and the implications of the new economic policy
in the year 1991, the RBI had
realized the introduction of financial sector reforms in India. The
financial sector reforms in India
were initiated in July 1991, as a
step towards a broadening the
process of international economic
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integration and globalization of
financial markets. The major
components of the reforms are:

+
+
+
+
+
+
+
+

Reduction in the interest rate
deregulation
Implementation of the prudential norms
Competition
Transparency and disclosures
Supervisory system
Risk management
Credit controls
Legal and institutional
reforms

The financial sector reforms
aimed at ensuring viability and
soundness of the financial institutions and making the banking
system strong, efficient, functionally diverse and competitive to
support higher investment levels
and economic growth. These
reforms attempted to tackle the
problems of low productivity,
efficiency and profitability of the
banking sector.
The Government of India
appointed a high-level Committee
viz., 'The Committee on Financial
System' (CFS) under the
Chairmanship of Shri. M.
Narasimham to examine all
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aspects relating to the structure,
organization , functions and
procedure of financial system on
14 t h August 1991 and the
Committee submitted its report to
the Union Minister of Finance on
8th November 1991. The
Committee observed that proper
system of income recognition and
provision was fundamental to the
strength the prudential norms
that are applicable to the banks in
India, which aims to bring greater
transparency in the financial
statement of the banks. As a
prelude, certain reform measures
in the banking sector were the
recommended by the CFS. They
are viz.,

+

+
+

+
+

Phasing out/reduction of
statutory pre-emption in the
form of cash reserve ratio
(CRR) and statutory liquidity
ratio (SLR).
Deregulation of interest rates.
Adoption of capital adequacy
standards and prudential
norms regarding income
recognition, asset classification and provisioning, etc.
Entry of new banks in the
private sector.
Functional autonomy for the
banks
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+
+

Transparency in accounting
and disclosure.
Creation of an independent
body for regulatory and
supervisory control over the
banks.

+

Setting up of Debt Recovery
Tribunals.

+

Financial restructuring.

After the submission of the
report by the Ghosh Committee,
there were some accounting
standards announced by the
international Accounting
Standards Committee with regard
to 'disclosure in the financial
statements of banks and similar
financial institutions'. The CFS
also endorsed the recommendation of the Ghosh Committee on

financial accounts in this regard.
The CFS further recommended
that all banks in the country
should also introduce these
standards immediately with
regard to capital adequacy,
income recognition, assets classification, and provisioning. Based
on these recommendations, the
RBI undertook serious measures
relating to introduction of prudential norms to the commercial
banks (CBs), regional rural banks
(RRBs) and extended to the cooperative banks (ST term credit
structure and LT credit structure)
(Table-1).
Prudential Norms
These prudential norms were
recommended by the Basel
Committee on Bank Supervision

Table No. 1 Introduction of the Prudential Norms
Prudential
Norms

Commercial
Banks

Regional
Rural Banks

SCBs and
DCCBs

SCARDBs and
PCARDBs

Income
Recognition

1992-93

1995-96

1996-97

1997-98

Assets
Classification

1992-93
(With three
years phasing
of NPAs)

1995-96 (With
three years
phasing
of NPAs)

1996-97
(No phasing
of NPAs)

1997-98
(No phasing
of NPAs)

Provisioning

1992-93

1996-97

Phased over
4 years from
1996-97

Phased over
3 years from
1997-98

Source: NABARDs' Best Performance Awards to Cooperative Banks 1997-98 & 1998-99 P:III
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(BCBS) as a measure for the
assessment of the financial
soundness through a set of common denominators and operational parameters for banks
having national operation. The
aim of the prudential norms was
to reduce the risk of the systematic failures and avert the disruption caused by impending financial crises. These norms insist the
following elements to be focused
in banking institutions.

+
+
+
+
+
+

Adequate capitalization,
Management of risks,
Adoption of proper accounting system,
Reporting true financial
position and
Effective supervision
Further the application of the
prudential norms is a tool
which would help a bank to
develop a sound and transparent base sustainability
and to help in arresting deterioration in assets quality.

The Reserve Bank of India had
issued draft guidelines for implementing prudential norms in line
with Basel-I. The prudential
norms on capital adequacy,
income recognition, assets classi-
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fication and provisioning are built
around the concept on NPAs. The
prudential norms have not only
standardized the accounting
procedures but also brought the
uniformity in maintenance and
disclosure of financial information, which has facilitated for an
inter-bank comparison over a
period.
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THE KARNATAKA STATE CO-OPERATIVE
AGRICULTURE AND RURAL DEVELOPMENT BANK LTD.
Tippu Sultan Palace Road, Bangalore - 560 018.

RECIPIENT OF FIRST EVER INDIRA PRIYADARSHINI V RIKSHA MITRA AWARD

PROUDLY

ANNOUNCES JUST A FEW OF ITS RESPLENDENT ACHIEVEMENTS

!
!
!

Advances (From inception to 31-03-2010)
Over Rs.3576 Crores
No. of loan cases sanctioned
16.69 Lakhs
Share of Weaker Section in Bank’s financial assistance.
70.17%

STRIKINGLY INNOVATIVE PROGRAMMES INTRODUCED BY T HE BANK

!
!
!
!
!
!
!
!
!
!
!
!
!
!
!
!

Waste Land Development and Afforestation
Rural Housing, S.R.T.O.
Non-Farming Rural Enterprises, Sericulture, Integrated Horticulture/Floriculture/Tissueculture,
Dairy Development and Poultry/Piggery/Rabbit Rearing/ Fisheries and Fish Boat
Big and Small Lift Irrigation Schemes of area 300-2500 acres implemented
Rural Godowns / Agri Clinic & Agri Business Centres
Purchase of Agriculture Lands
Solar Lamps
LPG Connections
Purchase of Two Wheelers
Water Harvesting Structures
Dairy Development by Women Societies
Vermi Compost Units
Rural Toilets
Scheme for Petro Products - Kissan Seva Kendras
Short term crop loan through K.C.C.
Farm Mechanisation

BANK ACCEPTS FIXED DEPOSITS WITH THE FOLLOWING ATTRACTIVE RATES

OF INTEREST

1. One Year – 8.00%
2. 0.50% of additional Interest will be given to Senior Citizens
3. 0.50% of incentives will be given to PCA&RD Banks on Deposit
amount collected on behalf of SCA&RD Bank remitted to
KSCA&RD Bank by PCA&RD Bank.

STRENGTHEN THE FARMERS BANK
FOR DETAILS, PLEASE CONTACT US OR OUR BRANCH OFFICES OR ANY PRIMARY
CO-OPERATIVE AGRICULTURE AND RURAL DEVELOPMENT BANK IN THE STATE.
B.K. Subhash Chandra, K.C.S.

R. Shivaprakash, K.C.S,

M. Venkatareddy, K.C.S.

Administrator

Secretary

Managing Director
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SGSY Implementation In India - A Comparative Study
Between Southern And Eastern Regions
DR.B.C.DAS*

Through implementation of
Swarnajayanti Gram Swarojgar
Yojana (SGSY), the Government of
India has been attempting to
bring the assisted poor families
above poverty line by providing
them income-generating assets
through bank credit and
government subsidy. The
government support to the
programme beneficiaries under
SGSY by extending back-ended
subsidy of 30 per cent of the
capital cost subject to a limit of
Rs.7,500 per member (Rs. 10,000
for Schedule Caste/ Schedule
Tribe) or Rs. 1,25,000 per a group
of poor people, commonly known
as Self Help Group (SHG). Prior to
extending bank credit for
enterprise activity, each SHG is
also provided with Rs.10,000 as
revolving fund by the government
and cash credit facility by the
banks to meet the small credit
needs of the member, and to
prepare group members for higher
credit management. The
approach of SGSY is mainly based
on formation organizations of the

poor at the village level in the form
of SHGs to act as financial
intermediary between financial
institutions and members. To
assist the poor SHG members and
individual swarojgaris, the
government allocates funds to all
the state for the purpose of capital
subsidy, revolving fund,
infrastructure development and
training and capacity building.
The government's allocations are
aimed to strengthen the demand
side of SGSY by building up
creditworthiness and credit
absorbing capacity of the poor.
The financial institutions of the
country depending upon the
preparedness of the SHGs, extend
credit as per the demand.
The allocation of funds by
Government of India to states
under SGSY is made on the basis
of the proportion of poor
households in the respective
states. Eastern and Central
regions which had the highest
concentration of rural poor (34.6
per cent and 33.8 per cent,

* Assistant Professor, Centre for Rural Credit and Development Banking,
National Institute of Rural Development(NIRD), Rajendranagar, Hyderabad-30
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respectively) also had high
budgetary allocations (about 30
per cent and 27-28 per cent).
However, their utilization of funds
is dismal. Similarly, the flow of
credit under the programme to
the Eastern region of having 34.6
per cent poor is 16.7 per cent
which is less than half of its share
in the poor. Within the Eastern
region, their lies grate inter-state
disparities in the flow of credit.
The present investigation is
carried out with the help of
secondary data to study the
performance of SGSY in respect of
utilization of funds allocated
under SGSY and credit
disbursement to swarojgaris
between Southern and Eastern
Regions. The states studied under
Southern region are Andhra
Pradesh, Karnataka, Tamil Nadu
and Kerala and Eastern region are
West Bengal, Orissa, Bihar and
Jharkhand.
High Poverty Eastern States:
The latest estimate of poverty
based on the National Sample
Survey Organization's (NSSO's) 61st
round (2004 - 05) on consumption
expenditure was taken for the
purpose of the study. The four

March 2010

states of eastern region, viz.,
Jharkhand, Orissa, Bihar and West
Bengal which are taken for the
study come at serial number 1, 2, 3
and 8 respectively, in the table
showing number and percentage of
population below poverty line
(Table I). The trends of rural poverty
in the country in general have
shown signs of decline but the
incidence of poverty is getting more
pronounced in the states which
have consistently performed poorly
as regards to poverty eradication.
Of the 24 crore poor in the country,
17 crore (71 per cent) are found to
be in rural areas. More than 78 per
cent of the rural poor in the country
are concentrated in the nine states
presented in Table I. In terms of per
cent share, Orissa has the largest
proportion (39.9 per cent) of poor in
the state's population followed by
Jharkhand (34.8 per cent), Bihar
(32.5 per cent), Madhya Pradesh
(MP ) (3 2 .4 p er cen t) an d
Chhattisgarh (32 per cent).
Temporal and spatial analysis of
different sources of data on poverty
leads to the conclusion that rural
poverty in the country has
assumed a distinct geographic
contour and is becoming chronic.
Bihar, Chhattisgarh, Jharkhand,
MP, Orissa and UP have
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Table I: Selected State-wise Number and Percentage of Population
Below Poverty Line (Based on MRP-Consumption) in India (2004-2005)
Rural
Urban
Combined
No. of
No. of
No. of
States
%age of Persons %age of Persons %age of Persons
Persons
(Lakh) Persons
(Lakh) Persons
(Lakh)
Jharkhand
Orissa
Bihar
Uttarakhand
Chhattisgarh
Madhya Pradesh
Uttar Pradesh
West Bengal
Maharashtra
Tamil Nadu
Karnataka
Kerala
Andhra Pradesh
India

40.20
39.80
32.90
31.70
31.20
29.80
25.30
24.20
22.20
16.90
12.00
9.60
7.50
21.80

89.76
129.29
262.92
21.11
54.72
141.99
357.68
146.59
128.43
56.51
43.33
23.59
43.21
1702.99

16.30
40.30
28.90
32.00
34.70
39.36
26.30
11.20
29.00
18.80
27.20
16.40
20.70
21.70

10.63
24.30
27.09
7.75
16.39
68.97
100.47
26.64
131.40
58.59
53.28
13.92
45.50
682.02

34.80
39.90
32.50
31.80
32.00
32.40
25.50
20.60
25.20
17.80
17.40
11.40
11.10
21.80

100.39
153.59
290.01
28.86
71.11
210.97
458.15
173.23
259.83
115.10
96.60
37.51
88.71
2384.99

(Source: Data on Poverty, NSSO 2004-05survey)

consistently reported very high
numbers of rural poor. Orissa, with
two time higher incidence of poverty
as compared to the national
average, has actually seen the
percentage of very poor increasing
between 1983 and 2005.
In spite of the massive
assistance extended to the rural
poor under Integrated Rural
Development Programme (IRDP) an antipoverty programme
implemented by the Government of
India during 80's and 90's- several
evaluation studies on IRDP
revealed that less than 20 per cent
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beneficiaries could actually crossed
the poverty line due to various
shortcomings in the planning as
well as implementation of that
important programme. Prominent
among these factors were unviable
projects involving illogically low
levels of investment, poor
capability of the project-executing
staff and imposition of projects on
unskilled beneficiaries with no
aptitude or capability for
enterprise. Due to wide consensus
on the need for restructuring the
IRDP, a new programme,
“Swarnajayanti Gram Swarojgar
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Yojana” (SGSY) was launched in
April 1999. The new programme with focus on social mobilization of
the rural poor into SHGs, their
capacity building, skill up
gradation, credit linkage,
infrastructure, technology and
market support, brought about a
paradigm shift in the development
strategy.
From 1999 April till
March 2009, 34 lakh SHGs have
been formed, of which 63 per cent
have passed Grade I (21.36lakh),
and 30.1 per cent Grade II (10.24
lakh) and 22 per cent have taken
up economic activities (Table II).
The programme since inception
has assisted 1.17 crore
swarojgaris.
Table II:
Years

1999-2000
2000-2001
2001-2002
2002-2003
2003-2004
2004-2005
2005-2006
2006-2007
2007-2008
2008-2009
Total

a) F u n d s a l l o c a t i o n a n d
Utilization under SGSY since
2003-04
The total fund available for the
programme over the last six years
was Rs 11,406 crore but the
utilization was around 82 per cent
(Rs 9,348 crore) of available fund
(Table III). The utilization of funds
during the above period was very
good. However, the resource
allocation to SGSY has been on a
very modest scale, compared to
the recent wage employment
programme like the MNREGP.
The data presented in Table IV
regarding the utilization of funds
during the same period in the

Physical Progress under SGSY since Inception ('000)
SHGs
No. of
No. of
SHG
Individual
SHGs
SHGs
SHGs taking up
Swarozgaris Swarozgaris
formed
passed
passed Economic
Assisted
Assisted
Grade-I Grade-II Activities
292
223
434
399
393
266
276
246
307
564
3400

125
214
176
190
205
220
211
222
251
322
2136

74
101
54
95
91
106
92
156
117
138
1024

29
26
31
36
51
68
80
138
181
114
754

348
319
365
414
578
789
873
1472
1154
1467
7779

586
687
573
411
320
327
278
220
253
290
3945

( Source: Various Annual Reports of MoRD, Govt. of India)
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Table III: Funds allocated and utilized under
SGSY in India since 2003 (Rs. crore)
Total
Allocation
2003-04
2004-05
2005-06
2006-07
2007-08
2008-09
Total

1066
1333
1333
1466
2269
2692
10159

Total
funds
available
1215
1511
1559
1724
2394
3003
11406

Utilization
of funds
available
1043
1291
1339
1424
1966
2285
9348

Percentage
utilization
of fund
86
85
86
83
83
76
82

( Source :Compiled from various Annual Reports of MoRD, Govt. of India)

eastern states is lower than the all
India figures. The average
percentage utilization of funds
during the above period was mere
34.27 in eastern states which is
much lower than the Sothern
States (79.59 %) and national
average. The under-utilization of
available funds in these states
could be due to lack of motivation
on the part of poor as well as

Year
2003-04
2004-05
2005-06
2006-07
2007-08
2008-09
Total

inability to shift from wage
employment to self-employment.
This suggests that the capacity of
the poor to take up selfemployment activities needs to be
strengthened considerably to
pursue viable self-employment.
b) Credit Mobilization and
Disbursement under SGSY
since 2003-04

Table IV: Funds allocated and utilized by Southern and Eastern
States under SGSY since 2003 (Rs. crore)
Percentage
Total
Total funds
Utilization of
allocation
available
funds available utilization of funds
All
Southern Eastern Southern Eastern Southern Eastern Southern Eastern
India
States States States States States States States States
168.32 321.63 183.21
348.98 182.50
275.50
99.61
78.94
87.94
210.69 402.60 232.98
433.32 219.70
346.30
94.22
79.91
85.49
210.69 402.60 227.54
474.43 218.36
379.93
95.96
80.08
85.89
233.74 446.49 227.83
424.22 128.40
213.68
56.35
50.38
57.41
356.59 681.39 380.11 3199.50 196.63
209.78
51.73
06.55
24.01
421.57 807.53 433.72
990.66 395.79
586.96
91.25
59.25
76.10
1601.60 3062.24 1685.39 5871.11 1341.38 2012.15
79.59
34.27
( Source: Compiled data from various Annual Reports of MoRD, Govt. of India)
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The data of the Table-V reveal
that the credit target under SGSY
has increased very moderately
during the last six year from
Rs.2,129 crore in 2003-04 to over
Rs.3,930 crore in 2008-09 at
current prices. However, the
actual credit mobilized was only
Rs.1,302 crore in 2003-04 and
rose to Rs.3,530 crore in 2008-09
but still much below the target.
The disbursement of credit is
highly skewed among the states,
and the southern states have
performed well than others in
successive years. The ratio of
credit to subsidy was about two
during the above period and did
not vary much from year to year,
and it remained much below the
target ratio of 3:1.
However, the data of credit
mobilization and disbursement in

eastern states presented in Table
VI indicate the much
unsatisfactory performance of the
region in mobilizing credit. The
average percentage of credit
disbursement during the above
period in these states is around
43.37 per cent which is near
about half of the average of
southern region. This may be due
to failure to strengthen the
demand side of the credit by
improving the capacity of the poor
to absorb credit for income
generating activities. But it may
also be due to supply side failures
and lack of will power of the
poverty stricken states to fight
against poverty.
The high rural poverty
states like Orissa, Jharkhand,
Bihar and West Bengal of eastern

Table V: Credit Mobilization and Disbursement in India since 2003 ( Rs. crore)
Year
2003-04
2004-05
2005-06
2006-07
2007-08
2008-09
Total

Total Credit
Target
2129
2508
2516
2869
3744
3930
17696

Credit
Disbursed
to SHGs
708
1028
1275
1803
2091
2513
9418

Credit
Disbursed to Total Credit
Individual
Disbursed
Swarozgari
594
631
548
488
670
1017
3948

1302
1658
1823
2291
2761
3530
13365

% of Credit
Disbur.
61
66
72
80
74
90
76

( Source: Various Annual Reports of MoRD, Govt. of India)
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Table VI: Credit Mobilization and Disbursement in Southern
and Eastern States under SGSY since 2003 (Rs. crore)

Year

Total Credit
Target

Credit
Credit
Disbursed Total Credit
Disbursed
to SHGs to Individual Disbursed
Swarozgari

% of Credit
Disbursed

Southern Eastern Southern Eastern Southern Eastern Southern Eastern Southern Eastern
States States States States States States States States States States
2003-04 314.48 616.37 163.42 90.80
2004-05 400.25 724.27 214.78 157.82
2005-06 490.02 662.50 110.63 71.49
2006-07 443.90 848.22 213.44 134.51
2007-08 588.38 1125.29 569.95 372.84
2008-09 614.40 1174.02 641.46 481.92
Total
2851.43 5150.67 1913.68 1309.38

58.25
55.42
19.16
18.66
74.06
108.33
333.88

250.15 221.67 361.48 70.48
255.65 270.20 413.48 67.50
93.68 129.80 165.17 26.48
67.59 232.10 202.10 52.28
88.37 644.02 461.21 109.45
148.60 749.49 630.51 121.98
904.04 2247.28 2233.95 78.81

58.64
57.08
24.93
23.82
82.85
53.70
43.37

All
India
61.01
66.12
31.88
39.30
40.99
89.83
-

( Source: Compiled data from various Annual Reports of MoRD, Govt. of India)

region in which more than 35 per
cent of poor people of India reside,
and in these states the incidence
of poverty is much more
pronounced than the other states
of the country, need very effective
implementation of SGSY
programme for poverty
alleviation. However, the fund
utilization and credit flow under
SGSY in these states indicate
otherwise. The performance of the
programme implementation in
eastern states is unsatisfactory,
and may be due to failure of
delivery system. Recently a study
on “Institutional Credit for Rural
Livelihood-A study of SGSY in the
Regions of High Poverty”
published by National Institute of
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Rural Development (NIRD)
indicates that in these states the
functionaries of DRDAs and
BDOs do not possess adequate
knowledge of the programme and
also bank has little interest in it.
Similarly, the line departments
are hardly involved in planning,
implementation and monitoring of
the SGSY programme
(Purushotham, 2009). In many
districts of eastern states, it is
found that rural development and
concerned line department
officials and participating NGOs
are unable to provide required
infrastructure, backward and
forward linkages, technologies
and market support to the
swarojgaris. In spite of its 10th
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year in continuous
implementation, the programme
has neither contributed
substantially in alleviating
poverty nor in providing
sustainable livelihood options to
the BPL families in the country.
The SGSY implementation in
poorer states needs serious reexamination and formulation of
favourable guidelines to help
these states to implement the
anti-poverty programmes
efficiently.
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THE HARYANA STATE COOPERATIVE AGRICULTURE
AND RURAL DEVELOPMENT BANK LTD.
Sahakarita Bhawan, Bay No. 31-34, Sector - 2, Panchkula
The Haryana State Cooperative Agriculture and Rural Development Bank Ltd., is the
specialised institution in the State, which caters to the Long Term credit needs of the farmers
for the upliftment of the economic position of the agriculturists and allied fields.
The bank advances Long Term loans to the farmers for the following purposes :-

Scale of finance and periodicity of Major Sectors
Farm Sector
Sr.No. Name of the Scheme
1.
Minor Irrigation
i. WCS/UGPL
2.
Farm Mechanisation
3.
Purchase of Agriculture Land
4.
Horticulture/Plantation
i. Medicinal & Aromatic Plants
5.
Animal Husbandry
6.
Rural Godowns

Period
9 years
-do5-9 Years
10 Years
5-9 Years
-do5-7 Years
Upto 10 Years

Scale of finance
Rs. 36,000 to 1,50,000
90% of the project cost
85% of the cost of the Machinery
Upto Rs. 10.00 Lacs
Rs. 40,000 to 1,55,000 per Acre
90% of the project cost
90% of the project cost
75% of the project cost

Non Farm Sector
Sr.No. Name of the Scheme
1.
Rural Housing
2.
Marriage Palaces
3.
Community Halls
4.
Village Cottage Industry
5.
PublicTransport Vehicles
6.
Rural Educational Infrastructure
7.
Other SSI Units

Period
Scale of finance
Upto 10 Years Upto Rs. 5.00 Lacs
Upto 10 Years 90% of the Project Cost
Upto 10 Years 90% of the Project Cost
Upto 10 Years 90% of the Project Cost
Upto 10 Years 85% of the Project Cost
Upto 10 Years 90% of the Project Cost
Upto 10 Years 90% of the Project Cost

Rate of Interest
The Bank has revised the rate of interest and fixed it at 11.50% p.a. to be charged from the
ultimate borrowers on all types of loans w.e.f. 01-04-09.
NOTE:- For further details, kindly contact The Haryana State Coop. Agri. & Rural Dev. Bank
Ltd., Panchkula or the District Co-op. Agri. and Rural Dev. Banks at District level and its
branches at Tehsil & Sub-Tehsil level in the State.
SATBIR SHARMA
Managing Director
Phone:0172-2587040
Fax:0172-2587069
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u;s ifjos'k esa u;h lksp dks ykus ds fy;s dfVc)
mRrj izns'k lgdkjh xzke fodkl cSad fy
fy.].]
Jh uoy fd'kksj*

mRrj izns'k lgdkjh xzke fodkl cSad dh
LFkkiuk ,dkRed i)fr ij o"kZ 1959 esa
lgdkjh vf/kfu;e ds vUrxZr gqbZ FkhA cSad ds
laxBu ,oa izcU/k ds lEcU/k esa mRrj izns'k
lgdkjh lfefr fu;ekoyh ds izkfo/kku ykxw
gksrs gSaA blds vfrfjDr mRrj izns'k lgdkjh
xzke fodkl cSaDl vf/kfu;e 1964 ,oa mlds
v/khu cuh fu;ekoyh 1971 ds izkfo/kkuksa ds
vuqlkj cSad ds _.k forj.k] _.ki= fuxZeu
,oa olwyh vkfn dk;Z lEikfnr gksrs gSaA

y?kq flapkbZ] d`f"k ;a=hdj.k] Ms;jh]
vkS|kfud fodkl] vkS"k/kh; ikS/kksa dh [ksrh] i'kq
ikyu] eRL; ikyu] dqDdqV ikyu] i'kq
pkfyr okgu] vd`f"k {ks=] y?kq lM+d ifjogu]
xzkeh.k vkokl nks ifg;k okgu] Hkwfe Ø;]
fdlku ØsfMV dkMZ ,oa blds vfrfjDr u;s
vk;ke dh ;kstuk;sa tSls&,xzh Dyhfud] ,xzks
izkslsflax] tSo moZjd] oehZ dYpj] QzwV ,oa
osthVscqy dEiksLV] eksVj lkbfdy fjis;fjax
,oa cSVjh pkftZax vkfnA

orZeku le; esa cSad dqy 323 'kk[kkvksa ds
ek/;e ls dk;Z dj jgh gS ftlesa ls 262
'kk[kk,a rglhy Lrj ij rFkk 'ks"k 80 'kk[kk,a
fodkl [k.M Lrj ij dk;Z dj jgh gSaA

izxfr

_.k forj.k ds mn~ns';

cSad us izkjEHk ls 31-03-09 rd yxHkx 55
yk[k ykHkkfFkZ;ksa dks :0 9801-61 djksM+ dk
nh?kZdkyhu _.k miyC/k djk;k x;k gS]
ftudk enokj fooj.k fuEuor gS%

cSad dh mifof/k;ksa esa y?kq flapkbZ] d`f"k
;a=hdj.k] vkS|kfud fodkl] i'kqikyu] eRL;
ikyu] vd`f"k {ks=] xzkeh.k vkokl] fdlku
ØsfMV dkMZ rFkk vU; ;kstukvksa esa _.k iznku
djus dh O;oLFkk dh x;h gSA

mDr esa vc rd 35-48 yk[k ykHkkfFkZ;ksa dks
y?kq flapkbZ gsrq :0 3816-56 djksM+ dk _.k
forj.k fd;k x;k] ftlls fiNys 9 o"kksZ esa
yxHkx 32-38 yk[k gsDVs;j {ks= esa vfrfjDr
flapu {kerk l`ftr gqbZ gSA

orZeku esa cSad }kjk fuEufyf[kr mn~ns';ksa
gsrq d`"kdksa dks nh?kZdkyhu _.k miyC/k
djk;k tk jgk gS%&

foRrh; o"kZ 2008&09 esa :0 500-00
djksM+ y{; ds lkis{k :0 488-47 djksM+ dk
_.k forj.k gqvk FkkA o"kZ 2009&10 esa
mRrj izns'k ds fy, dqy :0 645-28 djksM+

* izcU/k funs'kd] mÙkjçns’k lgdkjh xzke fodkl cSad fy-]y[kuÅ
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ds _.k forj.k dk y{; fu/kkZfjr fd;k x;k
gS ftlds lkis{k 30-09-09 rd :0 190-33
djksM+ dk _.k forj.k fd;k x;k gS] tcfd
xro"kZ blh vof/k esa :0 163-21 djksM+ :0
dk _.k forj.k gqvk gSA
'kkldh; ;kstukvksa esa _.k forj.k
¼v½ cS a d 'kklu }kjk la p kfyr ;ks t ukvks a
tS l s & ,l-th-,l-okbZ - ] ,l-lh-ih-]
fu%'kq Y d cks f ja x ] l?ku feuh Ms ; jh
rFkk vku QkeZ okVj eS u s t es a V
;ks t uk es a fnuka d 31-08-09 rd dq y
:0 3479-68 djks M + dk _.k forj.k
fd;k x;k gS A
¼c½ 'kklu }kjk lapkfyr Nrjh jkstxkj
;kstuk ds vUrxZr o"kZ 08&09 esa 31-0309 rd 123722 O;fDr;ksa dks jkstxkj
fn;k x;k gSA o"kZ 2009&10 esa fnukad
30-09-09 rd dqy 40576 ykHkkfFkZ;ksa dks
jkstxkj l`tu djk;k tk pqdk gSA
olwyh
Hkkjr ljdkj }kjk _.k ekQh@_.k jkgr
;kt
s uk ykxw gkuss rFkk ,d yk[k ls de ds
cdk;nskjkas ds fo:} mRihMu+ dk;oZkgh eas jkd
s
yxk;s tkus ds dkj.k foxr o"kkaZs eas oly
w h ij
foijhr iHzkko iMk+A 30-06-2009 rd dh dy
q
ekxa :0 1767-14 djkM
s + ds lki{sk fnukd
a 30-0609 rd :0 677-23 djkM
s + dh oly
w h gbq]Z tks
ekxa dk 38-32% FkhA tks foxr o"kZ 2008 eas 3006-2008 dks gbqZ _.k oly
w h ls :0 243-81
djkM
s + vf/kd gAS
March 2010

'kklu dh _.k ekQh ;kstuk ,oa _.k
jkgr ds vUrxZr dze'k% dqy 894908 d`"kdksa
dks :01518-59 djksM+ dh _.k ekQh ,oa
83710 d`"kdksa dks :0 108-81 djksM+ dh _.k
jkgr iznku fd;k tkuk lEHkkfor gS] ftlds
lkis{k vc rd :0 1398-04 djksM+ cSad dks
izkIr gks pqdk gSA
cSad dh izeq[k leL;k,a&
O;kolkf;d vkSj {ks=h; xzkeh.k cSad
xzkeh.k lk[k dk 38 izfr'kr fgLlk j[krh gSa
tc fd m0iz0 lgdkjh xzke fodkl cSad
ftldk vfLrRo 50 o"kZ iqjkuk gS]dk ;ksxnku
65 izfr'kr rd jgk gSA vc tc fd izfrLi/kkZ
,oa cktkj pkfyr vFkZZO;oLFkk dk ;qx gS] cSad
dh dk;Z'kSyh rFkk mlds Lo:i esa ifjorZu
fd;k tkuk vko';d gks x;k gSA oLrqr% xzke
fodkl cSad ds fy;s ;g laØe.k dky gS
ftlesa cSad izcU/ku esa O;kolk;hdj.k rFkk
xzkeh.k lnL;ksa dks ykHk fn;s tkus dh uhfr ds
lkFk bldk iquZxBu fd;k tkuk vfr
vko';d gks x;k gSA fofHkUu ns'kksa esa nh?kZ
dkyhu _.k foRr iks"k.k djus okyh lgdkjh
laLFkkvksa dh izxfr dk voyksdu djus ds
mijkUr ;g nkos ds lkFk dgk tk ldrk gS
fd ;fn phu tSls jk"Vª lgdkjh lk[k ls
viuh d`f"k ,oa xzkeh.k O;oLFkk lq/kkj dj
vkt lcy ,oa leFkZ fo'o 'kfDr dh gksM+ esas
vkxs [kM+s gks ldrs gS rks ge D;kas ughaA lwpuk
izks|kSfxdh ds izos'k ls dfri; u;s vk;ke
mHkj dj lkeus vk;s gSa rFkk buls dk;ksZa esa
lfdz;rk vkbZ gSA gekjh leL;k vUos"kd]
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ikjn'khZ ,oa LoPN O;kolkf;drk dks O;ogkj
:i esa ykus dh gS ftlls vH;Urj¼core½
n{krk dk fodkl O;kolkf;d o`f) ,oa
ykHkdkjh dk;ZØeksa dk izHkkoh funsZ'ku esa
fØ;kfUor djk;k tk lds vkSj blds fy;s
lwpuk izks|©fxdh ds LoLFk lapkj usVodZ ds
lkFk vk/kqfud lefiZr n`f"Vdks.k esa cnyko
ykus dh vko';drk gSA
¼d½ dkLV vkQ Q.M vf/kd gksuk
cSad dks foRrh; lalk/ku vf/kd C;kt nj
ij 8-5% ij miyC/k gksus ds dkj.k bldh
dkLV vkQ Q.M 7-0% ls vf/kd gSA tcfd
O;kolkf;d cSadksa dk dkLV vkQ Q.M 3-5%
gS] D;ksafd O;kolkf;d cSadksa esa de C;kt nj
ij /ku miyC/k gksrk gSA ;g leL;k iw.kZ
cSafdx dh vuqefr feyus ij gh nwj gks ldrh
gSA
¼[k½ 'kkldh; xkj.Vh
'kkldh; xkj.Vh gsrq cSad }kjk izR;sd o"kZ
;Fkk le; izLrko 'kklu dks miyC/k djk;k
tkrk gSA 'kkldh; xkj.Vh dh Lohd`fr esa
vusd foHkkx lfEefyr gksrs gSa] muls Lohd`fr
feyus esa vR;f/kd le; yx tkrk gS]
ftlds dkj.k _.k forj.k dk dk;Z
vuko';d :i ls izHkkfor gksrk gS rFkk y{;
dh izkfIr djus esa dkQh dfBukbZ vkrh gSA
vr% 'kkldh; xkj.Vh ,d lkFk fn;s tkus ij
'kklu fu.kZ; ys ftlls fodkl dk;ZØe esa
vuisf{kr vojks/k mRiUu u gksA
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¼x½ :0 1-00 yk[k ls de ds cdk;snkjksa ij
mRihM+u dk;Zokgh
'kklu }kjk :0 1-00 yk[k ls de ds
cdk;snkjksa ij mRihM+u dk;Zokgh ij jksd
yxkbZ xbZ gS] ftlds dkj.k cSad dh olwyh ij
foijhr izHkko iM+ jgk gS] D;ksafd cSad ds
yxHkx 90% cdk;snkj ,d yk[k ls de ds
gSaA
¼?k½ 3-125 ,dM+ rd ds d`"kdksa dh uhykeh
ij dk;Zokgh
'kklu }kjk 3-125 ,dM+ rd ds cdk;snkjksa
dh Hkwfe dh uhykeh ij jksd yxkbZ xbZ
gS]tcfd yxHkx 80% cdk;snkj mDr Js.kh esa
gh vkrs gSaA mDr nks dkj.kksa ls d`"kdksa dh
cdk;snkjh fujUrj cuh gqbZ gS ftlls os cSadksa
ls u;s _.k Hkh ugha izkIr dj ik jgs gSa vkSj
viuh d`f"k lEcU/kh vko';drkvksa ds fy;s
fQj lkgwdkjksa@egktuksa ds pØO;wg esa Qlus
yxs gSaA
ekuo lalk/ku fodkl
fdlh Hkh laxBu dh izxfr ml laxBu ls tqM+s
dfeZ;ksa]tks ml laxBu ds y{; iwfrZ ds izfr
iw.kZ ltxrk ls dfVc) jgrs gSa]ij fuHkZj
djrh gSA vk/kqfud O;kolkf;d izcU/ku esa bl
thounkf;uh 'kfDr dks ekuo lalk/ku izcU/ku
ds :i esa mPpkfjr fd;k tkrk gSA izkjEHk esa
tgka dqN iapo"khZ; ;kstukvksa ds nkSjku d`f"k
mRiknu esa o`f) ds lk/ku ds rkSj ij flapkbZ
ds lk/ku dks c<+kok fn;s tkus ij t+ksj fn;k
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tk jgk Fkk] izns'k esa gfjr ØkfUr dh lQyrk
ds ckn 'osr ØkfUr vkSj mlds ckn xzkeh.k
jkstxkj l`tu gsrq lsok ifj{ks= esa dne c<+krs
xzke fodkl cSad ds dk;Z'kSyh esa rnuq:i
visf{kr ifjorZu ugha gq;sA vkSj viuh blh
iqjkuh <jsZ okyh dk;Z'kSyh ds cycwrs gh lexz
xzkEk fodkl dh vksj cSad us viuh izfrc)rk
fu/kkZfjr dj nhA 'kuS% 'kuS% xq.kkRed
dk;Z'kSyh ds fy;s izf'k{k.k o`fRr dks Hkh
izksRlkfgr fd;k x;k fdUrq cSad esa lajpukRed
lq/kkj gsrq lokZf/kd vko';d izf'kf{kr
tu'kfDr dk nwj rd furkUr vHkko FkkA fcuk
izf'kf{kr tu 'kfDr ds fodkl esa fdlh
fof'k"V miyfC/k dh dkeuk fujFkZd gSA
vr% gesa Hkh cSad dks ,d O;olkf;d
laLFkk] ,d dkjiksjsV bdkbZ dh gh Hkkafr iksf"kr
o lajf{kr djuk gksxkA bl fn'kk esa orZeku esa
cSad esa O;kolkf;d lqizcU/ku rFkk cSad dfeZ;ksa
dh dk;Z{kerk ,oa euksn'kk esa ifjorZu yk;k
tkuk Hkh vfuok;Z gSA vius vuqHko ,oa fopkj
'kfDr ls eq>s izrhr gksrk gS fd xzke fodkl
cSad dk izcU/ku fdlh xSj ljdkjh
O;kolkf;d midze ds izcU/ku dh rqyuk esa
cgqr vf/kd dfBu gSA ;gka gesa dk;Z ds izfr
lefiZr ,sls izcU/kdks@dkfeZdks dh
vko';drk gS tks xkao] fodkl[k.M]rglhy
o tuin Lrj ij dk;Z djus ds fy;s
vko';d tkudkjh dkS'ky o {kerk j[krs gksaA
vius Jh yadk Hkze.k Eksa] EkSaus ogka ds y?kq
foRr iks"k.k djus okyh lgdkjh laLFkk
^luklk* (SANASA) ds fodkl cSad dh
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dk;Z i)fr dk fujh{k.k fd;k tks u dsoy
_.k forj.k dk dk;Z dj jgh gS oju xzkeh.k
{ks= ds fuokfl;ksa dks vkfFkZd lqn`<rk iznku
djus ds fy;s vusd O;kolkf;d dk;Z
lqO;ofLFkr <ax ls lEiUu djus okyh laLFkk
ds :i esa lgdkfjrk esa dkjiksjsV çcU/ku dh
,d thoUr felky gSA ;gh vo/kkj.kk
m0ziz0lgdkjh xzke fodkl cSad esa Hkh
fØ;kfUor gks lds blds fy;s O;olk;
izcU/ku]ekuo lalk/ku fodkl
ds u;s
izfrekuksas ds lkFk fodflr fd;s tkus dk
gekjs izcU/ku us fu'p; fd;k gSA lkFk gh
xzkeh.k lnL;ksa dh NksVh cprksa dks izksRlkfgr
djuss ds fy;s cSad esa lkof/k tek ;kstuk dks
vkSj vf/kd izHkkoh <ax ls izpkfjr o izlkfjr
dj geus ,d 'kqHkkjEHk dh Hkwfedk dk rks
fuoZgu dj fn;k gS fdUrq bldks vkSj vf/kd
xfr'khy cukus ds fy;s ge dfVc) gSaA
vius nf{k.k dkfsj;k ds v/;;u Hkez.k eas euSs
ik;k fd fujUrj tkiku ds vkiSfuofs'kd
vkf/kiR; ls efqDr ds mijkUr Hkh ogka ix
z fr ds
dkbsZ y{k.k ugha fn[kAs fdUrq dkfsj;k;h ;)
q ds
mijkUr tc flx
a eu jh (Syngman Rhee)
rFkk ikdp
Z x
aq gh (Parkchung Hee) ds
dk;d
Z ky eas df`"k vk/kkfjr vFkOZ;oLFkk eas
cnyko ds y{k.k fn[kuk ikzjEHk gks pd
q s FkAs blh
vof/k eas ogka jk"Vhª; df`"k ,oa lgdkjh l?ak]
dkfsj;k ftls dkfsj;k;h Hkk"kk eas ukx
a fgi dgrs
g]aS fØ;k'khy gv
q kA blds lkFk gh cfaSdx]
chek]lk[k xkj.Vh ds vfrfjDr ØfsMV dkM]Z
i'k/qku O;olk; eas mRiknu il
z Ladj.k] foi.ku
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o ekxnZ'kuZ&ifz'k{k.k vkfn lEcU/kh losk;as ds
lkFk df`"k m|kx
s ,oa lgdkjh vkUnky
s u dks
l'kDr cuk jgk gAS dke djus okys ykx
s kas dh
dMh+ egsur rFkk dk;{Zkerk loa/kuZ ds ifj.kke
Lo:i gh lEHko gks ldk gAS ukx
a fgi ds iRz;d
s
dehZ ifzrfuf/k eas e>
q s ukx
a fgi ds ifzr ijwh vkLFkk
o lei.Zk dh Hkkouk rFkk dk;Z ds ifzr ltx
LQfwrZ fn[kkbZ iMh+A oLrrq% ;s vuHqkfwr mudh
ifzrLi/kkRZed ix
z fr ds dkj.k vkjS Hkh Li"V
fn[kkbZ iMr+h g]S jk"Vhª; df`"k ,oa lgdkjh l?ak
(N.A.C.F.) dk cfqu;knh vk/kkj vc ln
q <`+ gS
ftlds ifj.kkeLo:i nf{k.k dkfsj;k dh
vFkOZ;oLFkk ,oa lgdkjh {k=
s ix
z fr ds f'k[kj ij
gAS dnkfpr ix
z fr ds 'kh"kLZFk dk vux
q keh gkusk]
muls ijsz.kk yusk gekjs fy;s Hkh ykHkinz gkx
s k
bl dk;Z grsq cd
aS ds Lo.kt
Z ;Urh o"kZ eas bl
Hkkouk dks erwZ :i nuss ds fy;s cd
aS ds i/zkku
dk;ky
Z ; ifjlj rFkk uohu Hkou ds Lokxr
d{k dks inz'kuZh&d{k ds :i eas ll
q fTtr
djk;k tk jgk gS bleas cd
S ds fØ;k dykikas dh
thoUr inz'kuZh ds lkFk cd
aS dh LFkkiuk ds ey
w
eas ijsz.kknk;h lgdkj&cU/kv
q kas ds lfa{kIr thou
oR`r lfgr muas ikVsVªZs yxok;s tk jgs gAaS cd
aS ds
yku eas y?kq flp
a kbZ ;kt
s ukvkas ds vUrxrZ fMiª
,oa fLid
az yj flpkbZ ds ltho inz'kuZ dh
O;oLFkk dh xbZ gS rkfd cd
aS eas vkus okys xkzeh.k
tu ,oa vU; egkuHqkko cd
aS dh ey
w Hkkouk ls
Lo;a dks Hkh vkRelkr dj ldas rFkk cgsrj
ifjn'`; ljapuk eas viuh lfØ; Hkkxhnkjh fuHkk
ldAas

March 2010

eq>s iwjk fo'okl gS fd gekjs cSad ds
cqfu;knh vk/kkj lqn`<+ gks tkus ls fosdkl dh
xfr Hkh rst gksxhA blh Hkkouk ls mRiszfjr
g®dj eSas cSad dh leLRk tu'kfDr dks cSad dh
dk;Ziz.kkyh dh o`gnre tkudkjh djk;s tkus
dk i{k/kj g¡wA cSad ds lHkh deZpkjh vf/kdkjh
rFkk bl laLFkk ds eq[; fu;ked tks gekjs
xkaoksa ds fdlku HkkbZ gSa os lHkh cSad dh
dk;Ziz.kkyh ls HkyhHkkafr ifjfpr gksaA ;g rHkh
lEHko gksxk tc bl laLFkk ds lHkh deZpkjh o
vf/kdkjh m0iz0 lgdkjh xzke fodkl cSad dh
ewy Hkkouk] mlds y{; rFkk fe'ku ls iwjh
rjg tqM+s gksaA eSus vius fofHkUu 'kk[kkvksa ds
Hkze.k o fujh{k.k ds nkSjku cSad dfeZ;ksa es cSad
ds dk;ksZa ds izfr mÙkjnkf;Ro] tkx:drk ,oa
dk;Zdq'kyrk o dk;Zn{krk esa o`f) fd;s tkus
dh vko';drk eglwl dh gSA rnuq:Ik cSad
ds leLr e.Myksa esa 'kk[kkvksa ij dk;Zjr
dfeZ;ksa dks cSad dh d`f"k ,oa xzkeh.k fodkl dh
ftEesnkjh ds ifjis{¸k esa dfeZ;ksa dh lksp]
vo/kkj.kk esa ldkjkRed ifjorZu ykus] gsrq
izR;sd laoxZ gsrq rhu fnolh; o`gn izf'k{k.k
dk;Zdze pyk;k x;k A izns'k ds lHkh e.Myksa
esa izf'k{k.k dk;Zdze lEiUu gks pqdk gS u;h
dk;Z laLd`fr ds izos'k ds fy;s geus vius
iz;klksa dks rnuq:i lfdz;rk iznku dj u;s
okrkoj.k fuekZ.k dk vfHk;ku izkjEHk dj fn;k
gS eq>s iwjk fo'okl gS fd ifjorZu dh ok;q
izokfgr gksrh gqbZ izns'k ds xk¡oksa esa xke fodkl
cSad ds ek/;e ls lgdkjh vkUnksyu ds u;s
Lo:i lajpuk es viuk izHkko fn[kk;sxhA
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Press Release
Dr. Chandra Pal Singh Yadav Elected New President of
National Cooperative Union of India (NCUI)
Dr. Chandra Pal Singh Yadav, Ex. Member of Parliament is
the new president of National Cooperative Union of India
(NCUI), the apex organization of Indian Cooperative
Movement. At a newly elected governing council meeting of the
NCUI held on 18th March, 2010 evening Dr. Yadav was elected
as president of NCUI. Dr. Yadav is presently the chairman of
KRIBHCO, the leading fertilizer cooperative in India and was
also the Vice-Chairman of National Agricultural Cooperative
Marketing Federation of India (NAFED). Born on 19th March,
1959 and son of Shri Thakur Prasad Yadav a freedom fighter.
Dr. Yadav is a agriculturist by profession. Dr. Yadav was also
the Ex. Member of Parliament elected to 14th Lok Sabha of
Jhansi (UP) constituency. He was also member of the
parliamentary committee on estimates, energy and local area
development scheme for MPs. Dr. Yadav had a long
association with the cooperative movement both at a state
level in Uttar Pradesh as well as national level for around 22
years. He has been on the board of National, state and district
level cooperatives. He has actively participated for the
promotion and development of agriculture & marketing
cooperatives in the country. His special area of interest lies in
the field of dissemination of knowledge on new technology in
agriculture dairying and gardening. He has a long association
with various educational and social institution in the country.
He has widely traveled abroad for strengthening the cause of
Indian Cooperative Movement.
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Fax : (0413) 2354716
E-mail : pccldbank@sancharnet.in

Phone : (0413) 2357985
(0413) 2358827

THE PONDICHERRY COOPERATIVE CENTRAL
LAND DEVELOPMENT BANK LTD. P. 106,
Colas Nagar, Puducherry - 605 001.

LAND BANK OFFERS LONG-TERM INVESTMENT
CREDIT TO FARMERS AT FAIR RATE OF INTEREST
FOR THE FOLLOWING ACTIVITIES
1.

Farm Sector and Agriculture Allied activities

2.

Non Farm Sector

3.

Jewel Loans:
To meet the short term needs of the members / agriculturists and public
on the pledge of Gold Jewels to a maximum of Rs. 1,00,000/-.

4.

Consumer Loans:
To a maximum of Rs. 1,00,000/- to Agriculturists / Government
Employees.

5.

Safe Deposit Locker:
To the members on reasonable rent.

6.

Fixed Deposits:
! Accepting Fixed Deposits with attractive interest.
! High Interest for Senior Citizens.
! Your hard-earned money is safe in our hands.
FEEL FREE TO CONTACT THE BANK FOR MORE DETAILS ON BUSINESS
A. ARIVAZHAGAN
Managing Director
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J. SEKAR
Chairman
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REGISTERED OFFICE
25 D, Shakespeare Sarani, Kolkata - 700 017.
TELEPHONES :
PBX - 2287-1786, 2287-1787, 2280-6681
Fax : (033) 2287-7128
GRAM : BIKASH BANK
Email : wbscard@gmail.com., wbscard@dataone.in
REGIONAL OFFICES
Western Zone : Burdwan (STD 0342) 256797
Northern Zone : Siliguri (STD 0353) 2432886
Email : siliguri, wbscard@gmail.com
TRAINING CENTRE
lcmard - 2356-5522, 2356-6522
Fax : (033) 2356-3633
Gobinda Roy

Gurupada Chowdhury

Chairman

Vice-Chairman
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Asish Kumar Bhowmik
Managing Director

land bank journal

33

NEWS & NOTES
Savings and investments
Accounting Standard 13 (AS13) defines an investment to be
funds set apart with the objective
of growth, security or earnings.
Thus there are three objectives of
an investment growth, security
and income.
Investments are
classified as current or long-term.
Current investments are those
held for short periods (conventionally for less than 12 months)
whereas long-term investments
are held for longer periods.
Savings stand on a different
footing altogether. Investments
could be current or long-term,
whereas savings are always of a
long-term nature.
It is only individuals who can
save. A business entity does not
save. Savings are personal in
nature whereas investments
constitute an asset and appear on
the asset side of the balance sheet.
Savings are properties while
investments are assets. Savings
are made out of income while
investments can be made out of
borrowings also. Savings by way
of life insurance premium,
national savings certificates, etc,
are eligible for deduction from
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taxable income (if they are paid
out of income chargeable to tax)
whereas investments are not
deductible. There is no certainty
that the amount invested would
come back, whereas there is no
such risk in the case of savings.
Fixed deposits with banks (up to a
certain limit) are assured, even if
the bank goes into liquidation.
Amounts invested in shares may,
at times, have to be written off.
Savings can be made through
many ways. It could be by way of
bank accounts such as savings
bank accounts, recurring deposits, fixed deposits, etc. The banking sector offers certain small
benefits to savings accounts,
which are not available to current
accounts, such as cheque books
that are charged for in the case of
current accounts but free of
charge in savings accounts. Small
interest is paid on savings while
no interest is paid on current
accounts.
They may also be by way of
National Savings Certificates and
the like issued by the National
Savings Organisation.
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Contribution to provident fund
during the active life of a person is
a long-term savings, which would
come in handy when the person
retires.
Investments could be fixed
income yielding investments such
as bonds and debentures. They
may also be fluctuating income
yielding investments such as

investment in shares and mutual
funds.
AS 13 also provides for “investment property”, where investment
could be in the form of real estate.
Where an entity acquires landed
property out of its disposable
funds with a view to dispose it of at
a profit at a later date, it qualifies
to be investment property.

Dividend income
Dividend is the portion of
profits that a company distributes
among its shareholders in the
form of cash.
Usually, it is
expressed per share. In some
cases it is expressed as a percentage of the share's face value. So if
a company declares a 100%
dividend, one will get an amount
equal to the face value of the share
and not equal to its market price.
When dividend is expressed in
percentage terms, it is the face
value that is referred to. The
same holds good when it comes to
dividends declared by mutual
funds it is the par value of units
that is considered which usually
stands at Rs.10.
The ratio of dividend amount
per share to the prevailing market
price of the share is yardstick to
identify attractively-valued
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stocks. Other things remaining
equal, the higher the dividend
yield, more attractive is the stock
for investors. The only difference
between dividend yield and the
rate of interest quoted on a fixed
deposit being that on the latter,
the amount invested is expected
to be returned along with a predetermined interest whereas in
the case of stocks, neither future
dividends nor prices are fixed.
If one come across a stock with
a high dividend yield, check if the
dividends are regularly paid by
the company, which should have
dividend policy in place. One
should also be aware of the source
of the dividend, i.e. whether it is
paid out of a previous year's
profits or out of profits earned
from non-operating activities
such as sale of assets, etc.
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Investing on the basis of dividend
yield has emerged as a popular
practice in developed markets.
One such popular investing
practice is 'Dogs of Dow' where
investors each year pick up 10
stocks which have the highest
dividend yields on the Dow Jones
Industrial Average index. These
stocks are held till the end of the
year.
In India, equity dividends paid

by listed companies are tax free in
the hands of shareholders. The
company declaring the dividend
has to pay a dividend distribution
tax to the government. Though
dividend is one of the reasons that
makes investors hold on to equities, capital appreciation is a more
important reason. Dividend yield
can be a good tool to identify an
undervalued stock that may offer
good appreciation.

Basics before buying a health cover
Generally, while buying a
health cover, insurance seekers
tend to rely on their agents to
understand the nuances of the
policy. Many policyholders get
acquainted with what their policy
doesn't cover, only if their claims
are rejected. Consequently, while
the awareness of health insurance is growing, so is the number
of disputes on claim settlement.
Before signing up for the policy,
one need to ascertain the terms
and conditions specified. If one is
aware of exactly what his policy
covers, that would nip many
potential disputes in the bud.
What usually happens is, individuals are dependent on their
agents or brokers and take their
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views at face value. The intermediaries are mainly concerned
about their commission.
Therefore, neither the insured nor
the broker adequately analyses
the policy's content.
Some policyholders tend to
avoid declaring pre-existing
illnesses while buying a health
cover, which is an unwise
approach to adopt. Individual
policies typically exclude preexisting illnesses. (After all, you
will have to reveal the same to the
doctor who is attending you, in
order to ensure appropriate
diagnosis and treatment). If the
third party administrator (TPA)
stumbles upon this fact while
studying person's medical his-
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tory, his claim could be rejected,
leaving him with a huge burden of
cash outgo to deal with.
While getting a health cover,
one should focus on the exclusions
illnesses and ancillary
expenses that are not covered.
Usually, insurers do not agree to
pay expenses incurred for piles,
cataract etc., in the first year.
Pregnancy too is not covered
under standalone mediclaim
policies. The same goes for dental
treatment, crutches etc. Some
other insurers exclude the cost of
external aids like pacemaker and
wheelchair, or tonics and vitamins prescribed by the doctor.
This apart, claims pertaining to
outpatient department and
diagnostic costs are also not
entertained in India.
An eye for the reasonability
clause in policy is also essential
which states that only those
expenses that are 'reasonably and
necessarily' incurred will be
reimbursed insurance companies
are using this clause to restrict
payments, whenever they feel that
the hospital has overcharged
under a particular head. For
instance, one could have received
a treatment from a doctor who has
charged a fee of Rs. 1 lakh. Now, if
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it so happens that other hospitals
or doctors provide the same
treatment for a lower amount say
Rs.50,000/- the TPA will sanction
a claim of only Rs.50,000/-.
Most policies prescribe a ceiling
on the expenses that can be
approved under the policy. For
example, an insurer could put a
cap on operation theatre charges,
room rent, etc. even if the total
claim made does not exceed
policy's sum insured. Similarly,
some policies could ask the
insured to share a part of the costs
incurred. It is also advisable to
check whether the extent to which
expenses incurred during the pre
and post hospitalization periods
can be reimbursed. Typically,
claims pertaining to 30 days prior
to hospitalization and 60 days
post-discharge are admissible.
If one is opting for the cashless
facility, he could inform the TPA in
advance regarding his hospitalization (48 hours before admission), during an emergency.
Make sure to collect the discharge summary, diagnostic
reports, medical advice for the
post-hospitalization period and a
copy of bill and cash receipts from
the hospital. Any erroneous entry
in the bill could eat away previous
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sum insured for the rest of the
policy period.
It also makes
immense sense to submit all the

documents at one go, to avoid any
possible delay in claims processing.

Asset delivery is the key for banks
As the name suggests, a manufacturing company manufacturers a product. The cost involved
in the process of manufacturing is
the cost of goods. Unlike a manufacturing company, a bank does
not manufacture anything. It's
an intermediary between depositors and borrowers. Therefore, it
accepts deposits and lends
advances. Hence, the two most
important elements of a bank's
P&L a/c. are interest expense on
deposits and interest earned on
advances.
As a bank's business depends
upon interest rate at which it
borrows and then lends to borrowers, general level of interest in
an economy plays a huge part in a
bank's performance. In a rising
interest rate scenario, a bank
often has to borrow at higher rate
and is unable to shift the entire
incremental cost of borrowing to
its customers. So the percentage
increase in interest expense is
more than that in interest earned.
And the difference between them,
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which is known as net interest
income (NII) in banking parlance
gets compressed. On the other
hand, in a falling interest rate
scenario, a bank normally
improves its spread leading to
high growth in NII. In a rising
interest rate scenario, the market
value of bank's investments fall,
as price of investment is inversely
proportional to interest rate. So a
bank has to book losses on investment.
Be it a bank or any other company, its efficiency is measured by
how well it utilizes its assets. So
in a bank's case, return on assets
(RoA) is very important measure
to separate the wheat from the
chaff. The return from assets
should not come at the cost of
compromising the asset quality.
And therefore, what percentage of
loan-book are non-performing
assets (NPA) is another most
important criterion. NPA is often
expressed as a percentage of
advances.
Another important
criterion to measure a bank's
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efficiency is net interest margin
(NIM), which is a measure of
spread between the interest rates

at which a bank lends and borrows.

Stock trading
Any purchase of shares
through a stock exchange needs
to be routed through brokers
registered with the exchange.
Hence, for buying and selling
shares on a regular basis, one
need to register with a broker.
This can be done by approaching
a broker and signing up a client
agreement form. It is also essential for a person to open a demat
account through which securities
are delivered and received. This
demat account can be opened
with a depository participant
which again is a Sebi-registered
intermediary. A broker asks his
client to deposit money with them
and then buys share for him. The
shares one buy from the broker
will be transferred to his demat
account after which he owns the
shares. Similarly, when a person
sells shares, he has to transfer
shares to the broker's account
through his demat account.
Whatever shares one buy, he
need to get delivery of those
shares.
While if he sell the
shares, he need to get payment or

March 2010

cash for the same. The time taken
to conclude both legs of the transaction is called a settlement cycle.
In India, stock exchange follow
a T+2 days settlement cycle.
Trading of securities happen on
the first day while the settlement
of the same happens in two working days after that. This means
that a security bought on Monday
will be received by the client
earliest on Wednesday, which is
called a payout day by the
exchange.
Settlement of securities is done
by the clearing corporation of the
exchange. Settlement of funds is
done by a panel of banks registered with the exchange. Clearing
corporation identifies payable/receivable position of brokers based on which the obligation report for brokers is created.
On T+2 days, all the brokers who
have transacted two days before
receive or give shares to the clearing corporation of exchange. This
is an automated process undertaken by the depository which is
either the NSDL and CDSL.
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If one deals through a stock
exchange, the risk is reduced due
to trade/settlement guarantee
offered by the stock exchange
mechanism. Further, he also has
certain protections against
defaults by his broker.
It's possible to buy and sell the
same stock several times within a

day, unless the stock is in the
trade-to-trade category. Hence,
one can settle only his net outstanding positions at the end of
the day. If a person buy 200
Reliance shares and sell 100
shares, he will have to pay only for
100 shares at the end of the
settlement.

Deciphering takeout financing and its impact on core projects
The takeout financing scheme
is aimed at encouraging commercial banks to lend more to the
infrastructure sector. Under the
scheme, banks lend to infrastructure projects but sell a part of that
loan to a third party after a certain
period of time. This is called
takeout financing.
Core sector projects have long
gestation periods and therefore
require long-term funds, which
banks are unable to provide
because of the risks of assetsliability mismatch. Deposits, the
key sources of funds for banks,
are generally of less than 5 years
maturity. When banks lend for
longer period they are taking the
risk of using short-term funds for
providing long term loans. By
selling a part of the loan to an
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institution that has long term
funds, banks are able to reduce
lending that involves some assetliability mismatch. This allows
banks to lend more to infrastructure projects as their exposure is
limited.
India Infrastructure Finance
Company Ltd. (IIFCL), a stateowned company, will soon start to
provide take out finance scheme.
Under the proposed scheme,
IIFCL will take over up to 75% of
an individual bank's loan or 50%
of the residual project cost on to
its own books. The loan can be
repaid over a 15 year time period.
Projects that have a residual debt
tenor of at least six years or those
which are yet to achieve financial
closure will be eligible for the
scheme. The project developer
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IIFCL and the lender will enter
into a tripartite agreement which
would include the rate of interest
on the take out amount. IIFCL

can take over the loan after four
year's from the commencement of
the project.

Section 80C
In order to encourage savings,
the government gives tax breaks
on certain financial products
under Section 80C of the Income
Tax Act. Investments made under
such scheme are referred to as
80C investments. Under this
section, one can invest a maximum of Rs.1 lakh (Recent Budget
2010-11 has increased the limit to
Rs.1.20 lakhs) and if one is in the
highest tax bracket of 30%, he
saves a tax of Rs.30,000. The
various investment options under
this section include.
1)Provident Fund (PF) &
Voluntary Provident Fund (VPF)
The current rate of interest is
8.5% per annum and interest
earned is tax-free.
2) Public Provident Fund (PPF)
An account can be opened with
a nationalized bank or post office.
The current rate of interest is 8%,
which is tax-free and the maturity
period is 15 years. The minimum
amount of contribution is
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Rs.500/- and
Rs.70,000/-.

maximum

is

3) National Savings Certificate (NSC)
These are 6 year small savings
instrument, where the rate of
interest is 8% and is compounded
half-yearly. The interest accrued
every year is liable to tax but the
interest is also deemed to be
reinvested and thus eligible for
section 80C deduction.
4) Equity-Linked Savings Scheme
(ELSS)
Mutual funds offer you specially-created tax saving funds
called ELSS.
These schemes
invest your money in equities and
hence, return is not guaranteed.
Money invested here is locked for
a period of three years.
5) Life Insurance Premiums
Any amount that one pay
towards life insurance premium
for himself, his spouse or his
children can be included in section 80C deduction.
If he is
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paying premium for more than
one insurance policy, all the
premiums can be included.
Besides this, investments in unitlinked insurance plans (ULIPs)
that offer life insurance with
benefits of equity investments are
also eligible for deduction under
Section 80C.
6) Home
Repayment

Loan

Principal

EMI consists of two components, namely principal and
interest. The principal component of the EMI qualifies for
deduction under Section 80C.
7) Stamp Duty and Registration
Charges for a home
The amount one pays as stamp
duty when he buys a house and
the amount he pays for the regis-

tration of the documents of the
house can be claimed as deduction under section 80C. However,
this can be done only in the year of
purchase of the house.
8) Five-year bank fixed deposits
(FDs)
Tax-saving fixed deposits (FDs)
of scheduled banks with a tenure
of five years are also entitled for
section 80C deduction.
9) Others
Apart from the above, things
like children's education
expenses that can be claimed as
deductions under section 80C.
However, one needs receipts to
claim the same.
10) Infrastructure Bonds (upto
Rs.20,000/-) beyond Rs. 1.00 lac
limit.

Govt. borrowings and its effects on the economy.
The government's nonborrowed receipts
revenuw
receipts plus loan repayments
received by the government plus
miscellaneous capital receipts,
primarily divestment proceeds
fall short of its expenditure. The
excess of total expenditure over
total non-borrowed receipts is
called 'fiscal deficit'. The govern-
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ment then has to borrow money
from the people to meet the shortfall.
Primary deficit is a key indicator.
When it shrinks, it indicates we
are not doing too badly on fiscal
health. The primary deficit is
fiscal deficit minus interest payments the government makes on
its earlier borrowings.
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The Budget document mentions deficit as a percentage of
GDP. In absolute terms, the fiscal
deficit may be large, but if it is
small compared to the size of the

economy, then it's not such a bad
thing. Prudent fiscal management requires that the government does not borrow to consume
in the normal course.

Leave travel allowance
Leave Travel Allowance (LTA) is
the part of the remuneration
granted to employees by the
employer to provide for personal
travel expenses incurred during
the year.
Apart from the
employee, it covers traveling
expenses of spouse, children as
well as dependent parents and
siblings. Further, the exemption
is restricted to two children born
on or after October 1, 1998. There
is no restriction on the number of
children born before this date.
Under section 10(5) of the
Income-Tax Act, if an employee
who is in receipt of LTA undertakes a journey within the country, she/he can claim the value of
the allowance exempt from
income-tax. For the purpose, the
individual should have been on
leave for the period during which
the journey was undertaken.
The exemption can be claimed
only twice in a block of four calendar years. The current block has
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started from January 1, 2010,
and will last until December 31,
2013. If one do not avail of the
concession in any particular
block or undertake just one
journey, one becomes entitled to
carry forward one journey to the
next block. However, this has to
be utilized in the first year of the
new block. For instance, if one
availed of the concession just once
instead of twice between January
1, 2006 and December 31, 2009,
then one is allowed to carry forward the unused one into the
subsequent block (2010-2013),
provided one undertakes the
journey in 2010 itself. A point to
be noted here is that even if one
doesn't avail the concession at all
during a particular block, one can
carry forward only one entitlement to the next block.
The exemption will depend on
certain criteria specified. Firstly,
it is the lower of the actual
expenses incurred and the allowance granted by the employer.
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Let's assume a person's LTA is
Rs.10,000/-, but he ends up
spending Rs.15,000/- on traveling. In such a case, the exemption will be allowed to the extent of
Rs.10,000. conversely, if his LTA
stands at Rs.15,000 and his
actual expenses amount to
Rs.10,000, he will still be entitled
to a deduction of only Rs.10,000/.
If he has opted to fly to the destination, an amount not exceeding
the economy class airfare of the
national carrier by the shortest
route to that city would be admissible as deduction. In case he is
traveling by road or rail, the cost of
first class air-conditioned ticket to
the destination by the shortest

route would constitute the benchmark. Besides, if his travel plan
entails visiting multiple places
during the trip, the destination
farthest from his place of residence would be taken into
account for determining the
exemption amount.
If he fails to submit his travel
bills pertaining to LTA claim with
his employer within the time
prescribed, his employer would
consider the amount of LTA paid
as taxable and deduct income tax
at the rate applicable to him.
However, one can claim LTA
exemption at the time of filing
income tax return.

Know the tax implications for a gift
It is customary to receive and
give gifts in India. Also on many
occasions/events, gifts are commonly exchanged among friends
and relatives. It is important to
note that such gifts received could
have tax implications in the hands
of the recipient; therefore, one
needs to exercise caution so that
he is not caught unawares.
As per the provisions of the IT
Act, 1961 (the Act), any sum of
money received by an individual
or a Hindu undivided family in a
particular financial year, without
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consideration, the aggregate
value of which exceeds Rs.50,000
is taxable.
Effective October 1, 2009, the
scope of the taxability provisions
in respect of the gifts has been
enlarged to include immovable
property, including land or building or both. If any immovable
property is received without
consideration, whose stamp duty
value exceeds Rs.50,000, the
stamp duty value of such property
would be taxable.
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If any immovable property is
received for a consideration which
is less than the stamp duty value
of the property by an amount
exceeding Rs.50,000. the stamp
duty value of such property would
be taxable.
Similar to the immovable
property, certain other gifts
received w.e.f. October 1, 2009,
has also been brought under the
tax net. These include shares and
securities, jewellery, archeological collections, drawings, paintings and sculptures as specified
under the Act. In these cases, if
the aggregate fair market value of
the benefit received by way of a gift
exceeds Rs.50,000/-, the same
would be taxable.
It is pertinent to note that the
tax law does provide for certain
exceptions which are worth
noting as these provide substantial relief to individual/HUF under
normal day-to-day circumstances. These include-

!

Gifts received from any
relative, as defined under the Act,
is not taxable. Relatives include
spouse of the individual; brother
or sister of the individual; brother
or sister of the spouse of the
individual; brother or sister of
either of the parents of the individ-
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ual; any lineal ascendant or
descendant of the individual; any
lineal ascendant or descendant of
the spouse of the individual; and
the spouse of the person referred
to as aforesaid.

!

Any gift received by an
individual on the occasion of
his/her marriage would also not
be taxable. It is customary to
receive gifts of money and kind on
the occasion of marriage.
Therefore, this is an important
exception to the general rule.

!

Any gift received under a
will or by way of inheritance, or in
contemplation of death of the
payer is also not taxable.

!
In case an individual
receives any gift from any local
authority as specified under the
Act, the same would not be taxable. Similarly, any gift received
from any fund or foundation or
university or other educational
institution or hospital or other
medical institution or any
trust/institution, as specified
under the Act, would not be
taxable.
Gifts received are quite prone to
litigation. Hence, it is prudent to
maintain documentary evidence
in respect of the gifts received, to
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avoid any dispute with tax authorities at a later stage. This particularly relevant in case the gift
amount is substantial and also
where it is received from relatives.
In case of gift of money received

from a relative, it is advisable to
have gift deed/letter of understanding exchanged and kept in
records by the recipient of the gift
for future reference.

Pura scheme to be relaunched in public-pvt partnership mode
The Ministry of Rural
Development is relaunching the
Pura (Providing Urban Amenities
in Rural Areas) scheme, on public-private-partnership mode, in a
month at an outlay of Rs 1,000
crore.
The project would be
Government schemes relating to
civic amenities such as drinking
water supply, roads, streetlighting and drainage and sewerage systems with private sector
efficiencies pooled in.
PURA would be taken up on a
pilot basis in six to eight clusters
where the population is between
30,000 and 40,000.

The PURA scheme launched in
2006 failed to take off as it was
more of an addition to existing
schemes rather than being comprehensive. This time round, the
idea was convergence done with
private sector efficiency and the
maintenance entrusted to them
for 10 years to ensure that what
had been built did not vanish in
the next round of rains.
Further, all amenities would
come up near simultaneously in a
specified time span so that the
impact is “wholesome”.

Bringing transparency in loan pricing
Transparency was the key word
when the Reserve Bank of India
(RBI) freed the interest rates from
a regulated regime from April
2010. The newly introduced Base
Rate is expected to be significantly
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lower than the prevailing
Benchmark Prime Lending Rate
(BPLR) and thus the beneficiary
would be individual borrowers.
In a notification to all scheduled commercial banks, the RBI
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stated that the Base Rate system
will replace the BPLR System from
a notified date. Banks may determine their actual lending rates on
loans and advances with reference to the Base Rate.
Base Rate would include all
those elements of the lending
rates that are common across all
categories of borrowers. While
each bank may decide its own
Base Rate, some of the criteria
that could go into the determination of the Base Rate are: (i) cost of
deposits; (ii) adjustment for the
negative carry in respect of CRR
and SLR; (iii) unallocatable overhead cost for banks such as
aggregate employee compensation relating to administrative
functions in corporate office,
directors' and auditors' fees, legal
and premises expenses, depreciation, cost of printing and stationery, expenses incurred on communication and advertising, IT
spending, and cost incurred
towards deposit insurance; and
(iv) profit margin.
The actual lending rates
charged would be the Base Rate
plus borrower-specific charges,
which would include productspecific operating costs, credit
risk premium and tenor premium.
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All categories of loans should
henceforth be priced only with
reference to the Base Rate. The
Base Rate could also serve as the
reference benchmark rate for
floating rate loan products apart
from other external market
benchmark rates. The floating
interest rate based on external
benchmarks should, however, be
equal to or above the Base Rate at
the time of sanction or renewal.
Interest rates on loans under
the Differential Rate of Interest
(DRI) scheme will continue to be
fixed without reference to the
Base Rate. The Reserve Bank will
separately announce the stipulation for export credit. Under the
DRI scheme, weaker sections of
society are provided small loans at
an interest rate of 4 per cent
annually.
Since transparency in the
pricing of lending products has
been a key objective, banks are
required to exhibit the information on their Base Rate at all
branches and also on their
websites. Changes in the Base
Rate should also be conveyed to
the general public from time to
time through appropriate channels. The Base Rate system would
be applicable for all new loans and
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for those old loans that come up
for renewal. However, if the existing borrowers want to switch to
the new system before the expiry
of the existing contracts, the
new/revised rate structure
should be mutually agreed upon
by the bank and the borrower.
Sub-BPLR lending on a large
scale has created a perception
that large borrowers are being
cross-subsidised by retail and
small borrowers. Furthermore,
there was a public perception that
there was under-pricing of credit
for corporates while there could
be overpricing of lending to agriculture and small and medium
enterprises. The latest available
information as at end-March
2008 (based on the BSR data)
suggests that loans to individual

borrowers are generally
other
than for housing purposes in the
high interest rate range at 14 per
cent and above.
Higher levels of transparency
can be achieved by disclosing
important information on loan
pricing and possible fees to the
borrower before he or she signs an
agreement.
Transparency also implies that
banks must not indulge in irresponsible lending by having
hidden additional costs and
unexpected rate increases, the
possibility of which is not made
known upfront to the borrower. It
should be ensured that all
charges and possibility of
increases are made clear to the
borrower at the beginning of the
agreement.

GST rate likely to be higher than 12%
The finance ministry has said
that proposed Goods and Services
Tax rate is likely to be higher than
12%, the rate suggested by the
13th Finance Commission.
The Finance Commission had
recommended a rate of 5% for the
Central GST and 7% for the
states, though state governments
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are pitching hard for the combined GST rate to be above 16%.
GST was earlier scheduled to
be implemented from April 1
2010, but the deadline had to be
postponed by an year due to lack
of consensus among the states
and the Centre on issues like tax
base and the rates.
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The Centre and states are
trying to introduce GST by April 1
2011. GST is expected to replace
central taxes like service tax and

excise duty and state levies like
VAT, and sundry other local
levies.

EU gives green light to GM potato
The EU (European Union)
approved the cultivation of a
genetically modified potato and
the use of three types of altered
maize in food and feed production, saying they don't pose a
health risk.
The go-ahead for the Amflora
potato-developed by
Ludwigshafen, Germany - based
BASF SE-marked the first green
light in 12 years to grow a genetically modified food in the
European Union. The EU executive also approved the marketing
of three genetically modified

maize products from Monsanto
Co. of St. Louis, Missouri for food
and feed purposes, but not their
cultivation.
While widely used in the United
States , genetically modified foods
face opposition in Europe where
critics see them as a health and
environmental risk. Opposition is
strong in Austria , Italy , Hungary,
Greece and France. Some EU
countries ban them - fearing their
seeds will unintentionally spread
and alter the natural surroundings others don't.

Banks told to make more disclosures
To enhance transparency in
their operations, the Reserve
Bank of India has asked banks to
make certain additional disclosures such as concentration of
deposits and advances, sectorwise NPA (non-performing assets)
break-up, details of assets, NPAs
and revenues arising from overseas operations, and off-balance
sheet SPVs (special purpose
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vehicles) sponsored by banks in
the “Notes to accounts” in their
balance sheets.
Banks have to make these
disclosures in their balance
sheets from the year ending
March 2010.
RBI asked banks in a circular
issued to disclose details of the
deposits garnered from their top
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20 depositors and the percentage
of these deposits to total deposits.
They will also have to reveal

similar information regarding
their advances and exposures.

Tobin tax
It is a tax to control unbridled
inflow and outflow of foreign
capital.
Recently, Brazil had
imposed a 2 per cent tax on foreign capital flowing into its
bourses with a view to nipping the
possibility of build up of an asset
bubble which is the nightmare of
any regulator. Foreign capital is a
mixed blessing.
While it can

lubricate an economy and fill the
void left by domestic capital
deficiency, any surge in inflows
can wreck havoc with the money
supply and send valuations
artificially high which naturally
would burst when people start
cashing out. The events of 1997
in Thailand are still fresh in one's
memory.

Rupee float
When the rupee is made fully
convertible, that is on capital
account as well, it would be freely
traded in the international currency exchanges. It would morph
into a commodity and its value
would be determined largely by

the forces of demand and supply.
It is possible that it might create a
fight of capital if more and more
Indians come to repose faith in the
other floating currencies, such as
yen, dollar or euro.

The path of science for GM crops in India
The recent restraint on commercial release of Bt brinjal
despite approval of the Genetic
Engineering Approval Committee
has become controversial. The
step was taken after consultations
with diverse stakeholders in
several states. The majority view
in the consultations was that
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commercial release of Bt brinjal
could wait. Reasons included
cautionary advice of European
scientists about inadequate biosafety assessment by seed producer company Mahyco and
possible threats to indigenous
brinjal biodiversity. Some scientists and politicians consider the
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decision a setback to advances in
agriculture biotechnology and
therefore to attainment of food
security in the long-term. Many
biotechnology researchers have
taken it as a blow to their efforts.
Bt brinjal is a genetically engineered brinjal containing the Bt
toxin gene from the soil bacterium
Bacillus thuringiensis (therefore,
Bt). The Bt toxin confers resistance to two pests fruit and shoot
borer (FSB, Leucinodes orbonalis)
and fruit borer (Helicoverpa
armigera).
A rapidly developing area
constitutes attempts to insert
multiple genes in a crop or gene
stacking. One such example,
besides Golden Rice, is the production of GM cotton with the Bt
gene along with a gene for resistance to sucking pests developed
at the National Botanical
Research Institute, Lucknow
under the leadership of Rakesh
Tuli. Many such advances have
been made in plant transformation technology to make it more
efficient, relevant and bio-safe
and this is a continuing effort
around the world, including
India. However, it is disconcerting
to note that in India the GM crops
released or waiting to be released
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have been produced through an
underdeveloped technology
dating from the mid-1990s.
A key concern regarding the
second step of transfer of the
transgene from the primary
transformant to a suitable hybrid
or variety through repeated
backcrossing is the choice of the
acceptor host hybrid or variety. In
India with diverse agro-climatic
zones a preferable strategy would
be to use acceptor lines which are
best adapted to particular zones
of cultivation of a crop. This
approach is being followed for Bt
cotton being developed by the
Central Institute for Cotton
Reseach (CICR), Nagpur, under
the stewardship of K.R. Kranthi.
However, commercial release of
GM crops tends to take a shortrun view and to attract farmers,
companies use very high yielding
hybrid lines as acceptors. These
very high yielding hybrids and
their Bt counterparts require
much higher inputs of fertilizers
and irrigation than even the
Green Revolution hybrids. The
even more important point is that
world-over the higher yields of GM
crops are not because of the
inserted transgenes but due to the
use of very high yielding hybrids
or varieties as the acceptor host.
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As Prof. M.S. Swaminathan has
said, “Unless R&D efforts on GM
foods are based on principles of
bio-ethics, bio-safety, biodiversity conservation and biopartnerships, there will be serious

public concern in India, as well as
many developing countries, about
their ultimate nutritional, social,
ecological and economic consequences.”

Risk management pivotal for cooperative banks: NABARD
State-run National Bank for
Agriculture and Rural
Development (NABARD) has
asked regional rural banks
(RRBs), state cooperative banks
(SCBs) and district central cooperative banks (DCCBs) to formulate their risk management policy
and constitute risk management
committee.

due to inability or unwillingness
of a customer or counterparty to
meet commitments in relation to
lending, trading, settlement and
other financial transactions.
Alternatively, losses result from
reduction in portfolio value arising from actual or perceived
deterioration in credit quality.”
NABARD said.

NABARD in its communication
on January 20 to all RRBs, SCBs
and DCCBs said the design of risk
management framework should
be oriented towards the institutions own requirements based on
the size and complexity of business, risk philosophy and market
perception.

According to NABARD, banks
should devise a grading system to
enable comparisons of risks for
purposes of analysis and top
management decision-making. It
should also reflect regulatory
requirements of the supervisor on
asset classification (the RBI asset
classification). It is anticipated
that over a period of time, the
process of risk identification and
risk assessment will be further
refined.
The grading system
should, therefore, be flexible and
should accommodate the refinements in risk categorization.

Credit risk management
encompasses identification,
measurement, monitoring and
control of the credit risk exposures.
“In a bank's portfolio,
losses stem from outright default
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Global crisis strengthens case for deposit insurance
Reserve Bank of India Governor
D. Subbarao has said that the
global financial crisis has
strengthened the case for deposit
insurance and expressed the need
to hasten payouts in the event of a
bank failure. The statement by
the RBI governor opens a new
chapter in the great deposit
insurance debate where the
confidence-building advantages
are pitted against the risk of moral
hazard. Dr. Subbarao has added
another twist to the debate by
flagging off new issues such as a
premium for risks arising out of
non-banking activities of a banking group.
The governor also
called for the need to evolve a
standard methodology for determining a benchmark for the
Reserve Ratio (Ratio of Deposit
Insurance Fund to Insured
Deposit) signifying the adequacy
of Deposit Insurance Fund. Dr.
Subbarao raised these issues at
an international summit on
deposit insurance organized by
the Deposit Insurance and Credit
Guarantee Corporation of India
(DICGC), an arm of the RBI. The
summit, which was held in Goa,
was attended by representatives
from the US, Japan, the
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Philippines, Korea, Russia,
Canada, Taiwan and Malaysia.
Delivering the inaugural address,
Dr. Subbarao underscored the
need to review the manner of
defining 'risk' for the purpose of
determining risk-based premium
in light of the recent experience
which has challenged the concept
of “too big to fail”. “To inspire the
trust and confidence of stakeholders, a deposit insurance
scheme must satisfy two criteria
first, it must be adequately
funded, and second, it must have
robust delivery systems in place
to effect payments within, if not
well within, the assured time,”
said Dr. Subbarao. Among other
things that he felt that need to be
addressed includes; What
countercyclical measures should
a deposit insurance system take
to build up its funds for the rainy
day? Should the entire income or
the surplus of a deposit insurance
system or any part of it be subject
to taxes? How do we factor in the
risk associated with all the non
banking business of a financial
conglomerate on its banking
business? How should risk based
premium factor in this risk?

land bank journal

53

Procedure in cheque bouncing cases shortened
The Supreme Court has
restricted the right of a person
accused of sending a cheque
without balance in his bank
account in the case, Mandvi Coop. Bank Ltd. vs. Nimesh Takore.
In this batch of appeals, a number
of accused persons moved the
Bombay high court for quashing
the charges against them and
raising technical issues on the
examination of witnesses. The
high court passed varying orders.
On appeal, the Supreme Court
clarified that during the trial for
offence under Section 138 of the

Negotiable Instruments Act, the
accused can only cross-examine
the complainant on the latter's
evidence on affidavit. The object
of the provision was to introduce
radical measures to reduce trail
procedure in view of the mounting
cases involving bouncing
cheques, the judgement pointed
out. This was a problem referred
to in the recent “Vision
Statement” by the Law Minister to
the Chief Justice. If the trial
procedure is made complicated,
the problem would get worse, the
judgement pointed out.

Sebi has power to summon
The Supreme Court dismissed
the appeal challenging Securities
& Exchange Board of India's order
imposing penalty on a firm for
noncompliance of the summons
issued by the market regulator in
connection with the irregularities
in the scrip of Shree Yaax Pharma
and Cosmetics (SYPCL) during
2004-05. It upheld the order of
the Securities Appellate Tribunal
which had said that Sebi will not
be able to perform its statutory
functions and duties if persons
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connected with the securities
marked did not respond to the
summons of the regulator. “It's
only summons.
Why did you
(appellant company) not respond
to it. How does regulator discharge its functions,” asked a
bench of judges. Sebi had initiated investigations into the scrips
of SYPCL which had fluctuated
during June 11, 2004 and August
10, 2005 from Rs.10.20 to
Rs.0.48.
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SC tells Karnata HC to review its
decision related to income tax on coops
The Supreme Court asked the
Karnataka high court to consider
a question relating to income tax
on credit societies in the cases,
Totgars' Cooperative Sale Society
Ltd., v/s Income Tax Officer. The
cooperative credit society in this
instance had surplus funds
which they invested in short-term
deposits with banks and in government securities. These societies provided credit facilities to its
members and also marketed
agricultural produce of its members. The question which arose
was whether such interest income

would qualify for deduction as
business income under Section
80P(2)(a)(i) of the Income Tax Act.
According to the high court such
interest would fall under the head
income from other sources' and
therefore, the assessee was not
entitled to the benefit of deduction. Since this question was not
discussed and directly answered
in the high court judgement, the
Supreme Court asked the high
court to interpret Sections 56 and
57 of the Income Tax Act and pass
a new judgement.

SC to study tax on co-op profits
The Supreme Court has
decided to examine the plea of the
revenue department which said
that provision of the Income-Tax
Act does not grant any special
treatment to the cooperative
societies in computation of their
profits and gains. Any payment
made to their members by such
societies, above and excessive to
the fair market value of the goods,
would not be permitted as deduction under the provision of the
act, said department. A bench
comprising Justice S.H. Kapadia
and Justice Swatanter Kumer
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issued notice to Vasantrao Dada
Patil Shakari Sakhaar Karkhana
on the plea of Revenue.
Additional Solicitor General
Gourab Banerji on behalf of
department said, “it's a substantial question of law to be settled by
the apex court.”
“It is respectfully submitted
that the Income Tax Act, 1961,
does not justify a special treatment in computation of profits
and gains of a cooperative society”, said department in its
Special Leave Petition.
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It said, in definition of 'person'
in section 2(31) of the income tax
act, althought there is no specific
mention of cooperative society, as
per subclause (v) of the section as
an association of persons or a
body of individuals whether
incorporated or not includes
'person'. The department said, “it
is respectfully submitted that a
cooperative society has to be
assessed in the status of association of persons as mentioned in
section 2(31) (v) of the act and

thus the provision of section
40A(2) are attracted and any
payment made to the members of
an association of persons, by the
association of persons, if found
excessive or unreasonable having
regard to the fair market value of
the goods, services of facilities
would not be an allowable deduction, section 4A(1) overrides the
act in so far as the computation of
income under the head profits
and gains of business or profession is concerned”.

ICA commends UN's proclamation of year 2012
as international year of Co-operatives
The ICA's new president, Dame
Pauline Green, on behalf of the
entire international cooperative
community, has expressed support for the United Nations resolution on the role of cooperatives in
social development, which proclaims 2012 as the International
Year of Co-operatives.
The UN resolution recognizes
that the cooperative business
model is a major factor of economic and social development,
promoting the fullest possible
participation in the economic and
social development of people in
both the developed and developing world, and that, in particular,
cooperatives contribute to the
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eradication of poverty. The resolution also encourages all governments to create a more supportive
environment for cooperative
development, particularly when it
comes to securing finances for
capacity-building.
“The International Year of the
Co-operatives is a well timed event
that represents the depth of
understanding of the entire
cooperative movement,” said
Pauline Green, ICA's new firstever woman president said “The
cooperative model is a better
choice and offers the basis for a
more sustainable way to do business when compared to traditional capitalist models now
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under scrutiny. What sets this
model apart from others is that all
cooperatives, whether they are
small farmers or large consumerowned entities, share the values of
democracy, solidarity, equality,
self-help and self responsibility,
creating businesses that serve the
greater good as opposed to maximizing profit for the very few.”
Iain Macdonald, DirectorGeneral of ICA, expressed his
support for the resolution in a
statement at ICA's recent Board
meeting, indicating that the
International Year of Cooperatives
is “well timed to remind the world
that there is more than one way of
doing business and that in a
global economy we all have to
work together. Whether it is in
tackling the economic crisis, the
threat of climate change, or food
security issues cooperative enterprise offers real hope of solutions

to these problems, and I have no
doubt that the increased profile
offered by an International Year
will achieve great things.”
In its 2008 Global 300 report,
the ICA noted that the top 300 cooperatives alone are responsible
for an aggregate turnover of 1.1
trillion USD, which represnts the
size of the 10th largest economy in
the world equivalent to the size of
Spain alone. The International
Year will provide an opportunity
to further document the impact of
the largest, but also of the small
and medium sized co-operatives
that significantly improve people's
lives around the world.
With this newly approved
resolution, the IC will mobilize the
global co-operative community in
creating a global campaign featuring a series of events around the
world and targeted messages.

Core banking solution
Core Banking Solution (CBS)
refers to computerization of a
bank's operation in such a manner that all customer account
information can be accessed
centrally. This is made possible
through networking of branches
and creation of central databases.
It is a progression of branch
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computerization where physical
entries in ledgers are replaced
with electronic postings.
Implementing core banking
requires a change in the work
flow.
The whole business of banking
is essentially about dealing with
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information.
A core banking
solution places this information
at the fingertips of a banker.
Secondly, the banker can enable
the customer to access the bank
through whichever channel he
prefers. This is possible because
core banking software allows the
bank to plug in any channel, be it
internet, mobile banking, phone
banking ATM networks to the
centralized banking software.
This, in turn, vastly increases the
capacity of the bank to handle
customers.
The greatest benefit to customers is the availability of anywhere,
anytime banking. The customer
can access his account through
the channel of his choice, usually
from anywhere in the country and
at anytime.
From being the
customer of a branch, he becomes
the bank's customer. In addition
to providing easy access to services that were already there, CBS
enables her access to new services
such as instantaneous transfer of
funds, online bill payment and
online broking. Implementation
of core banking also enables the
bank to separate from office
functions those performed at the
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back office. The back office activities are handled through technology at a remote data centre. This
frees the branch staff to spend
more time on customers. Unlike
in the past, banks do not have
separate 'office hours' and 'customer hours'. Also because most
of the activities turn into self
service-cash withdrawals, funds
transfer, etc., bank employees
have more time to sell third-party
products such as mutual funds
and insurance.
A core banking solution levels
the playing field between various
bank segments. Core Banking
Solution providers like TCS are
making this platform available
through an application service
provider (ASP) model. Under this
model, the software company will
own and host the application in its
own servers. Small banks who
cannot afford to buy the core
banking solution will simply have
to pay rent for its use to the ASP.
Similarly, regional rural banks
can plug into the core banking
platform of their sponsor bank to
enable them provide hi-tech
services to their customers.
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No prosecution of directors for bounced cheques
The Supreme Court ruled that
directors of a company cannot be
prosecuted in cheque bounce
cases unless it is proved that the
person was directly responsible or
was “in charge” of the firm's
operation at the time of issuing
the cheque. Every person connected with the company shall not
fall within the ambit of the provision. Only those persons who
were in-charge of and responsible
for the conduct of the business of
the company at the time of commission of an offence will be liable
for criminal action. “It follows
from the fact that if a director of a
company who was not in-charge

of and was not responsible for the
conduct of the business of the
company at the relevant time will
not be liable for a criminal offence
under the provisions,” a bench of
Justices P. Sathasivam and HL
Dattu said.
The apex court
passed the judgement while
dismissing the appeals filed by
two companies challenging the
Delhi High Court's decision to
quash the summons issued
against Harmeet Singh Paintal
and Dev Sarin, ex directors of M/s
Jay Rapid Roller Limited and M/s.
International Agro Allied Products
Ltd in two separate cases.

Bombay HC rules out prosecution for bouncing of blank cheque
The Bombay High Court has
held that if a blank, post-dated
cheque-which has been issued
only as a 'collateral security' for a
loan-bounces, the debtor cannot
be prosecuted under the
Negotiable Instruments(NI) Act.
Very often banks take blank,
post-dated cheques from borrowers as a security for repayment.
Criminal case under the NI Act
cannot be lodged if such cheques
bounced, Justice PR Borkar held
in his judgement. The judgement
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could be a jolt for private banks,
but public sector banks wouldn't
be affected by it, says M.R.
Umarjee, Chief Legal Advisor,
Indian Bank's Association.
“I
don't think the Bombay HC judgement will have any implication in
the case of state-owned banks, as
they don't ask for such blank
cheques from their borrowers.
Yes, those banks that ask for
blank cheques may be affected by
this judgement. The judgement
was passed on a petition filed by
Ramkrishna Urban Cooperative
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Credit Society (RUCCS)
Ahmednagar district.

in

RUCCS had given a loan of Rs.
2 lakh to a person named
Rajendra Varma in 2000. Varma
had issued 10 blank post-dated
cheques at the time as a security
for repayment.
One of these
cheques, dated January 2008,
bounced following which RUCCS
filed criminal complant against
Varma.
However, the magistrate's court held that varma was
not guilty under the NI Act and
acquitted him. The society filed
an application in Aurangabad
bench of High Court seeking its
permission to file appeal in session's court.
The High Court noted that the
Ni Act was intended to give more
credibility to cheque as a financial
instrument. However, the object
was not to provide effective and
speedy remedy for recovery of
loans. “Law makers must not have

intended or imagined that money
lenders or banks would obtain
blank or post-dated cheques while
sanctioning/disbursing loans as
securities and would use them to
make debtors/borrowers to repay
loan under threat of prosecution
and punishment under Section
138 of NI Act” Justice Borkar held
dismissing the application. “It is
doubtful if provisions of Section
138 attracted to a case in which a
blank cheque or post-dated
cheque is obtained by a bank or
money lender before or while
sanctioning or disbursing loan
amount as security for the loan,
the judge said. “In this case, the
accused respondent issued the
cheque in question as security for
loan before loan amount was
disbursed. So, cheque was not
towards any existing debt or
liability (which is a requirement
under Section 138),” the high
court observed, confirming the
order of acquittal.

6-month jail & Rs.12 lakh fine in cheque bounce case
Non-repayment of friendly loan
has proved costly to a businessman, as a court has sentenced
him to a six-month jail term,
besides imposing a fine of
Rs.12.02 lakh for dishonour of a
cheque. Metropolitan magistrate,
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Vivek Kumar Gulia convicted Shiv
Narain Sharma under Section 138
(dishonour of cheque) of the
Negotiable Instruments Act for his
failure to honour the post-dated
cheque issued to a friend against
a loan in 2004. Sanjay Kumar
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Gupta, the complainant, had
advanced a loan of Rs.11.75 lakh
to Sharma in cash and by several
cheques issued on different dates.
The convict, had issued a post-

dated cheque of Rs.11.75 lakh
towards the liabilities which was
dishonoured on account of insufficiency of funds.

Indian banks stronger than BRIC peers : Ficci survey
The Indian banking system is
stronger than its BRIC (Brazil,
Russia, India and China) peers in
several parameters.
This was
revealed in a survey carried out by
industry body Ficci, in which 69
per cent respondents felt that the
Indian banking Industry was in a
very good to excellent shape.
“This optimism is reflected in the
fact that 53.33 per cent of respondents were confident in a growth
rate of 15-20 per cent for the
banking industry in 2009-10 and
a greater than 20 per cent growth
rate for 2014-15,” the survey
revealed.
Some of the major
strengths of the Indian banking
industry, which makes it resilient
in the current economic climate
as highlighted by survey were
regulatory system (93.75 per
cent), economic growth (75 per
cent), and relative insulation from
external market (68.75 per cent),
the survey added. The survey
further goes on to say that India's
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banking regulatory systems are
better than those of China, Brazil
and the UK, risk management
systems more advanced than
China, Brazil, Russia, the UK and
USA and technology systems
superior to Brazil and Russia.
However, respondents perceived
the ever rising customer expectations and risk management as the
greatest challenge for the industry
in the current climate. Over 90
per cent said expansion of operations were important in the
future, the study said. Public and
private sector banks as well as
foreign banks see difficulty in
hiring highly qualified youngsters
as a major threat to their HR
practices ahead of high staff cost
overheads, poaching of skilled
quality staff and high attrition
rates. Almost 80 per cent banks
see personal loans having the
greatest potential for defaults,
followed by corporate loans and
credit cards.
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Property ownership to empower women : UN report
A human development report of
the United Nations Development
programme, dedicated to gender
equality in Asia and Pacific, puts
India and China on the same
footing in terms of the fastreducing number of women in the
two countries. The report, shows
that both India and China have
about 42.6 million missing
women.
Close to 100 million
women in Asia are estimated to be
'missing', having died because of
discriminatory treatment in
access to health and nutrition or
through pure neglect or because
they were never born in the first
place. The report calls to facilitate
group ownership of assets for
women as means to increased
empowerment of women, besides
gender-sensitive policy-making
and more space to women in the
political arena. It asks the
finance, planning, commerce and
other ministries of all countries,
including India, to educate them-

selves to be gender-sensitive, so
that they can come out with
policies that help empower
women rather than put them
done. One policy direction the
report suggests is a group
approach in increasing women's
access to land and housing. It
says this will be more economically effective and socially empowering than transfer to individual
women or joint titles with
spouses.
A case study from
Kerala in an article contributed by
economist Bina Agarwal that
shows how ownership of assets
can lead to total empowerment of
women. In a study in Kerala, for
instance, 49% of women without
property reported long-term
physical violence by spouses,
compared with 18% owning land,
10% owning a house and 7%
owning both. Access to land or
house provides both physical and
economic security.

ICA Message on the occasion of International
Women's Day : Excerpts
This year the United Nations
focuses attention on the fact that
the respect of women's rights and
the guarantee of opportunities
leads to significant advances in
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social and economic development.
Under the theme, “Equal rights,
equal opportunities: Progress for
all”, International Women's Day
underlines the need for govern-

land bank journal

62

ments, civil society, women's
organizations, the private sector,
the media, the entire UN system,
and individual women and men to
join forces in making important
changes to policies, programmes,
attitudes and behaviours to
ensure that women fully participate in economic and social life.
Similarly development studies
over and over show that investing
in women has a high return
improving livelihoods, improving
access to education for children
and health for all, and reducing
poverty in general terms, thus
making an impact on overall
national economic and social
development. All over the world,
cooperatives contribute to the
challenge of gender equality by
implementing policies &
programmes at various levels.
Co-operatives must intensify
their efforts in improving gender
equality in particular at this time
of economic instability.
Cooperative resilience can only be
reinforced when programmes to
ensure equal rights and equal
opportunities for women and men
are implemented, particularly at
senior levels in our movement.
On the one side, there is continued need to review national and
cooperative policies and coopera-
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tive statutes and bye-laws to
ensure that these do not constrain
women's access to equal opportunities including the right to own
land and other property.
Innovative strategies are needed
to promote changes in organizational culture, rules of procedure
and working methods as well as
address constraints related to
lack of time (work-family balance),
and lack of personal security.
There is also the need for attitude changes. Too often obstacles
in the form of negative stereotypes
about women's leadership potential continue to limit change and
progress. Specific measures to
encourage and support women's
participation and enable them to
seek and gain senior leadership
positions should be enhanced,
including management and
leadership training, formalized
mentorship programmes and
sustainable financial support.
On the International Women's
Day, we call on ICA member
organizations and cooperators, to
review and reinforce their commitments, policies and
programmes to make gender
equality a reality. Let us be leaders in assuring progress for all by
taking important steps to booster
women's rights and access to
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participation and leadership in
co-operative enterprise. Let us
begin by asking all our members
to ensure that from this year

onwards that their representative
delegations are truly genderbalanced.

Credit Info Bureau
CIBIL is the country's credit
information bureau owned by
banks and other lending institutions. It collects commercial and
consumer credit-related data and
collates such data to create and
distribute credit reports to members. Accessing to such data is
crucial for lenders to assess the
credit worthiness of a borrower.
CIBIL gets information from the
members only and supplements it
with public domain information to
create a comprehensive snapshot
of an entity's financial track
record. The RTI Act, 2005 is not
applicable to CIBIL and it can't
provide credit information report
to credit providers in other countries.
A Credit Information
Report(CIR) is a factual record of a
borrower's credit payment history
compiled from information
received from different lenders.
Reports can only be accessed by
members who have provided all
their data to CIBIL only to take
valid credit decisions. The CIR
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includes:
*

Basic borrower information
such as name, address, identification numbers, passport
ID, voters ID, date of birth etc.

*

Records of loans availed by
the borrowers.

*

Past payment history of the
borrowers and the amount
overdue.

*

Number of inquiries made on
the borrower by different
members

*

Suit filed status.

The CIR does not contain
income/revenue details,
amount(s) deposited with the
bank, details of borrowers' assets,
value of asset(s) mortgaged,
details of borrower's assets etc.
CIBIL does not classify any
accounts as default accounts, it
merely reflects this information
after the member has classified it
as such. It does not provide any
opinion, indication or comment
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pertaining to whether credit
should be granted.
Different lenders may use a CIR
differently. Although one bank
may deny one credit, another
bank could accept his application,
as multiple factors influence the
lending decision.
CIRs are aimed at helping
lenders make fast and objective
lending decisions leading to a
more competitive credit market.

Responsible customers can
expect faster and more competitive services at better terms from
lenders.
To rectify the information in a
credit report drawn on a person,
he has to contact the lender from
whom he has availed the loan and
request the necessary changes.
The lender will then report the
change to CIBIL and CIBIL will
subsequently make the necessary
updates.

Banks plan to hire 2,00,000 business correspondents
With the RBI allowing retired
teachers, kirana shop owners and
Public Call Office (PCO) operators
to be hired as business correspondents (BCs) banks are set to hire
over 2,00,000 people over the next
few years to push financial inclusion initiatives. The BCs would be
involved in collecting deposits,
helping account holders withdraw
cash and also sell other financial
products such as life insurance.

The biggest use of the handheld
devices used by the BCs would be
to remit funds from, like Dharavi
in Mumbai, to a village in Dumka
in Jharkhand. But, before they
hire, banks are trying to ensure
they do not face any hurdles in
pushing the initiative, a joint one
of the govt and the regulator.
They are drawing upon their
experience with pilot projects.

Rbi permits bullet repayment of gold loans upto one lakh
extended by state & distt. Cooperative Banks
State and Distt. Central Cooperative Banks grant loans for
various purposes against the
security of gold/gold ornaments
as part of their lending policy and
they at present charge interest at

March 2010

monthly rests on loans and
advances granted for purposes
other than agricultural and allied
activities. In a notification
addressed to State and District
Central Co-operative Bank, RBI
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has said, “On a review, it has been
decided to permit bullet repayment of gold loans upto Rupees
one lakh as an additional option.
State and Distt. Central Cooperative Banks are, therefore,
permitted to lay down policies
with the approval of their Board
for sanction of gold loan with
bullet repayment option subject
to the following guidelines:
(i) The amount of gold loan
sanctioned should not exceed
Rs.1.00 lakh at any point of
time,
(ii) The period of loan shall not
exceed 12 months from the
date of sanction,
(iii) Interest will be charged to the
account at monthly rests, but
will become due for payment
along with repayment of
principal only at the end of 12
months from the date of
sanction.
(iv) The bank should prescribe a
minimum margin to be maintained in case of such loans

and accordingly, fix the loan
limit taking into account the
market value of the security
(gold/gold ornament),
expected price fluctuations,
interest that will accrue
during the tenure of the loan,
etc.
(v) Such loans shall be governed
by the extant income recognition, asset classification and
provisioning norms which
shall be applicable once the
principal and interest become
overdue.
The account would also be
classified as NPA (sub standard
category) even before the due date
of repayment, if the prescribed
margin is not maintained. It is
clarified that crop loans sanctioned against the collateral
security of gold/gold ornaments
shall continue to be governed by
the extant income recognition,
asset classification and
provisioning norms for such
loans.

Govt plans Rs.1,000 cr. capital base for private players
“New entrants may only be
allowed to open branches in rural
areas for the first two years and
the subsequent spread
will
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depend on the basis of their direct
lending to the agriculture sector,
opening of no-frill accounts, and
other financial inclusion criteria,”
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a finance ministry official said.
Also, for private players seeking
banking licences paid-up capital
requirement is likely to be
Rs.1,000 crore. The large capital
base, as opposed to the current
norm of Rs.300 crore, is being
considered by the government
and RBI as they don't want a
repeat of the Global Trust Bank
and Centurion Bank fiasco.

promoter's credentials would be
as important as its capital base.
RBI could gauge the track records
of the applicants on corporate
governance standards and financial inclusion, besides evaluating
their existing portfolios. Private
entities who have the ability to win
the confidence of depositors and a
large rural reach could be the ones
to get new banking licences.

Official sources said that what
seemed more feasible at this
juncture is to allow a clutch of the
large non-banking finance companies (NBFCs) to get themselves
converted into banks.
These
NBFCs will also have the option to
take over some of the older private
sector banks with thin capital
bases. The RBI is expected to
soon come out with a detailed
criteria for issue of additional
banking licences to private players, in line with the announcement made by finance minister in
Budget 2010-11.

The last bank licence was given
to Yes Bank in 2004.
Kotak
Mahindra, an NBFC, was allowed
to be converted to bank later.
Foreign banks are barred from
expanding their network in India
through mergers or acquisitions.
They simply operate as branches
in India. The Raghuram Rajan
Committee on financial sector
reforms had recommended far
reaching reforms in the banking
sector, including giving full freedom to all banks to open branches
in tier 3 and tier 4 cities, and
granting 15 new licences for
reputed promoters wanting to set
up smaller banks.

Large corporate houses with
financial services arms would find
it easier to meet the central bank's
eligibility criteria. But when it
comes to RBI's scrutiny, the
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Phone : MD 2550280
Fax No.: 0755-2557620, 2576876
E-mail: mpvikasbank@rediffmail.com

GRAM : KISAN BANK

MADHYA PRADESH STATE COOPERATIVE
AGRICULTURE & RURAL DEVELOPMENT BANK LTD.
8, Arera Hills, Old Jail Road, Bhopal - 462 004.

! The MPSCARDB provides long term loans to agriculturists through its affiliated Distt.
ARDBs in the State for various agricultural and rural development activities like Minor
Irrigation Schemes, Dry Land Farming, Land Development, Wasteland Development,
SGSY, Organic Farming, Horticulture Development, Aromatic & Medicinal Plants,
Farm Mechanisation, Dairy Development, Fisheries, Poultry, Bio-gas Plants etc.

! The Bank also disburses long term loans under Non-Farm Sector mainly for setting
up of Cottage and Village Industries, SRTO, Establishment of Milk Chilling Plant,
various service sector activities in rural areas, for Clinic, Nursing Home and Pathology,
Radiology etc.

! To facilitate availability of loans to farmers at nearby place, the affiliated 38 Distt.
ARDBs have opened 352 Branches in the State.

! The Bank has, so far disbursed long term loans of Rs. 2757.63 crores to 9,41,716
farmers from its inception in 1961.

! The Bank also accepts Term Deposits from Individuals & Institutions for the period of
one year & above. All Distt. ARDBs in the State accept FD on behalf of MPSCARDB
in various Schemes i.e. Fixed Deposit, Double Deposit, Recurring Deposit etc.

! Under Agriculture Debt Waiver & Debt Relief (ADWDR) Scheme 2008 the loan amount
of Rs. 332.34 crores for 1,15,394 small & marginal farmers have been waived and
relief to 25,269 farmers of Rs. 30.73 crores.

Financial Particulars of the Bank as on 31 March 2009 (provisional)
(Rs.in crores)

1.
2.
3.
4.
5.
6.
7.
8.

Paid up Share Capital
Reserve and other funds
Debentures in circulation
Fixed Deposit
Loan Disbursed During the year
Loan Outstanding
Investment
Working Capital
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:
:
:
:
:
:
:
:

Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.

49.65
129.31
1279.44
128.75
79.65
1237.96
60.16
1766.89
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THE HIMACHAL PRADESH STATE
COOPERATIVE AGRICULTURE & RURAL DEVELOPMENT BANK LTD.
Kasumpti, Shimla - 400 009.
The Bank was established in 1961 to extend long term and medium term loans to
farmers for agriculture and allied agriculture activities through 49 branches
respectively in the State of Himachal Pradesh.
THE BANK FINANCES FOR:
Farm Mechanization:

Tractor, Thresher set and other implements etc.

Horticulture/Plantation:

Apple, Stone, Citrus and other plantations.

Animal Husbandry:

Dairy development, Cattle sheds, Sheep & Goat rearing,
Poultry, Sericulture, Floriculture, Fisheries, Mushroom,
Piggery, Rabbit rearing, Packing & Grading House etc.

Land Development:

Land levelling, Land reclamation etc.

Non Farm Sector:

Small scale industries, Cottage industries including service
sector, Rural housing, SRTOs, Rural godowns, etc.

Minor Irrigation:

Construction/repairs of irrigation well, Tubes well, Deep tube
well, Installation of pumpsets, Pipelines, Lift irrigation, etc.

Bank accepts FD for 1 year and above at following rate of interest.
1 year 8.00%

2 years above 8.25%

0.5% more interest for Senior Citizens.

SALIENT FEATURES:
1.
2.
3.
4.
5.
6.

Interest payable: Quarterly/half yearly and yearly as per demand.
Monthly income scheme is available.
TDS is not deducted on maturity of FDs.
FD outstanding as on 31.3.09 is within the own fund limit.
All the loans issued by the Bank are theoretically recoverable since they are secured
by registered mortgage of land.
Loan against FD to the extent of 75% of FD amount.
Bank provides 1% P.A. rebate of interest on loans to the regular loanees.

FOR FURTHER DETAILS PLEASE CONTACT US OR OUR BRANCHES OF THE
BANK IN THE STATE.
Sher Singh Chauhan
Chairman

March 2010

Mohar Singh Thakur
Vice Chairman

K. D. Rana
Managing Director
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AGRICULTURAL NEWS
Africa's new agri zone for Indian Cos
Indian companies are buying
land overseas, mainly in Africa, to
grow agricultural products that
can be exported to large markets,
including India. Companies and
investment houses prefer the
African route to agriculture as
direct investment in this sector in
India is fraught with bureaucratic
hurdles. Also, land is relatively
cheaper in Africa and fertile. A
company can get large tracts
contiguous land are the other
main drivers. According to statistics provided by governments of
various countries in east Africa,
more than 80 Indian companies
have invested about £1.5 billion
(about Rs.11,300 crore) in buying
huge plantations in countries in
eastern Africa, such as Ethopia,
Kenya, Madagascar, Senegal and
Mozambique that will be used to
grow food grain for the domestic
market. The list of companies
that have purchased land in

Africa includes the Kolkata based
Kankaria group (manufacturing
and textiles), Kommuri Agrotech
(floriculture and horticulture),
Surya Electrical (electrical products), Karuturi Agro Processing,
AVR Engineering (construction),
Nelvo International (minerals),
Allied Chemicals, BP Jewellery,
KSR Earthmovers.
The land purchase has been
done in places like Oromia, Addis
Abba in Ethiopia Port Sudan,
Khartoum and Suwakin in
Sudan, and in Nairobi in Kenya.
The cheap cost of land is the main
driver for such a trend, while the
firm food prices in India and
elsewhere are also a reason, the
availability of arable land (in
Africa) is a major advantage, he
added. Africa had 807 million
hectare of cultivable land of which
just 197 million hectare is currently being cultivated.

Groundnut variety that requires less irrigation
A majority of farmers, when
their crops fail successively due to
some pest attack, invariably go in
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either for a change in their cropping pattern, or in some cases,
even stop farming. But it is only a
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few determined farmers who try to
find the root cause of the problem
and overcome it. Mr. Dhirajlal
Virjibhai Thummar, a groundnut
farmer in Gujarat, is credited with
developing a new groundnut
variety named "Dhiraj 101,"
which is resistant to stem rot. The
crop matures in 95-105 days and
bears 35-40 pods per plant. About
90-100 kg of seeds are required
for an hectare.
In the year 2004 he sowed GG20 groundnut variety and the
whole crop got infested with the
stem rot disease resulting in
wilting and almost complete
failure of the crop. However, he
identified a few plants, which were
not affected by the disease.
Believing that these may contain
some inherent property that
makes them stem rot-resistant,
he harvested and kept the seeds of
these plants separately. He sowed
the seeds separately in the next
season and continued the screening and selection for three consecutive years. Finally he obtained
plants, which were free from stem
rot and wilt.
At 3,200-3,500 kg per hectare,
the yield is higher than locally
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cultivated varieties (GG 20 & GG
2). The oil content is also higher at
around 42-45 per cent according
to him. This variety performs well
in average monsoon as well as in
less irrigation conditions.
To
promote good crop growth, Mr.
Thummar used only herbal pesticide such as neem, kidamari
(Dutchman's Pipe), tulsi (Holy
Basil) and akda (swallow-wort) for
controlling insect pests and
diseases. He also distributed
seeds to some farmers in Amreli,
Rajkot and Bhavnagar districts of
Saurashtra regions. Encouraging
feedback was received mentioning
that the variety is free from wilt
and rust diseases, also giving
higher production than the GG20
variety. They added that it had
relatively stronger pods, which
remain at a lesser depth than the
GG20 variety in the soil.
For more information readers
can contact Prof Anil Gupta
t h r o u g h e m a i l a t
anilgb@gmail.com and Mr.
Dhirajlal Virjibhai Thummar, Via
Mota Akadiya, PO Pipal lag,
Taluka Pipal lag, Amreli 365455,
Gujarat, Phone: 02792-286093,
9825513469.
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Rice-fish system hikes farm income in Orissa's
water-logged regions
Sunakar Mishra, a farmer from
Jajpur district in Orissa, has
turned a major portion of his rice
growing agricultural land into a
profitable commercial business
by taking up fisheries and cultivation of fruits and vegetables in a
big way. Because of the integrated
rice-fish system, developed by the
Orissa-based Central Rice
Research Institute (CRRI), an
affiliated body of Indian Council
for Agricultural Research (ICAR).
Mishra who was growing only
rice in his 36 acre of land, availed
himself of a loan of Rs 56 lakh for
land shaping and buying seeds of
rice, fish and prawn from the local
branch of SBI three years back.
He has already paid back the loan
amount, after introducing the
rice-fish system in his farm land.
Under the rice-fish system developed by CRRI, specifically for the
water logged areas of the state, a
major portion of land is used for
paddy cultivation, while a smaller
part is developed as a fishpond.
The bund can also be used for
seasonal vegetables and horticulture plantation. During monsoon
months when water table is high,
popular varieties of fish such as
catla and rohu are bred in the
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paddy field. When water recedes
they swim back to fishpond
adjoining the rice field. Fishes eat
the weeds normally present in a
paddy field, thereby indirectly
helping in better paddy cultivation.
The movement of fish in the
paddy field also helps in bioturbation through physical rearrangement of soil profile.
Farmers said the presence of fish
in paddy fields has drastically
reduced pesticide use. CRRI data
shows that a hectare of land
under rice-fish system would
produce around 15-18 quintal of
food crops, 2-3 quintal of fish and
30-35 quintal of fruits and vegetables. After ensuring the food and
nutritional requirement of a small
family, the system would provide
an income of Rs 50,000 after three
years with an investment of only
Rs 60,000.
After the commercial success of
the system, Nabard has asked the
scheduled commercial banks to
support farmers in accessing
agricultural credit mainly in the
low lying and waterlogged areas of
the state for inland fisheries.
“Nabard has approved the system
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as... bankable enterprise”. For
augmenting rice production, the
premiere rice research institute
has already developed and

released several drought resistant
rice varieties like Vandana, Anjali,
Sadabahar and Virendra.

A novel way to tackle food inflation
Food inflation is good for 70 per
cent of India's real poor as they
are net food producers. The
Central Government's National
Rural Employment Guarantee Act
(NREGA) has ensured that farmers get a reasonable wage; good
enough to lift them above the
poverty line. The downside is the
steep increase in the cost of cultivation, given the farm sector's
large dependence on manual
labour. If it is ensured that the
benefits of the 20 per cent inflation in food articles actually reach
the farmers, substantial poverty
for 70 per cent of the very poor can
be eliminated. Several successful
models exist within the system for
ensuring a good connect between
the farmer and the consumer or
end-user.
(1) Support price operations for
crops where support prices
are fixed; greater awareness of
the support prices should be
created; support price operators should have a telephone
(SMS)-based complaint
lodging mechanism in place to
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ensure proper functioning of
the system.
(2) 'Ulavar Sandhai' initiated by
the Tamil Nadu Government
is another good example that
can be studied and fine tuned
for lateral adoption, probably
with the addition of better
hygiene and cold storage
facilities.
(3) The market committee yards
in Gujarat and parts of
Andhra Pradesh are the other
good examples to be adopted
to connect farmers and users
in a transparent way.
While connecting the farmer
and the end-user, focus should
not be lost on the other 30 per cent
of the very poor who are non-food
producing. It is here that the
public distribution system (PDS)
plays an important part; a wellrun PDS, which is also inclusive,
can substantially alleviate the
impact of rising food prices. Here
again, Tamil Nadu needs to be
complimented. The State government partnered Confederation of
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Indian Industry (CII) and studied
possible improvements to the PDS
system and implemented most of
the recommendations. The recent
experiment of selling vegetables
through the PDS at 50 per cent of
the open market price needs to be
emulated.
This effort of the government
will also help the farmer realise
better prices when they sell the
products to PDS outlets even as it
brings down the vegetable prices
substantially to consumers.
Instead of looking at food price
increase as an inflationary evil,
one should look at it as a belated
recognition of the fact that those
who produced food too need to
come above the poverty line. Look
at other means to totally reduce
the impact of higher farm gate
food prices on that part of the
society that is vulnerable to high
food prices.
Remedy for food price inflation
is completely different from that
for inflation stemming from other

sources. Tight money policy is not
an answer. A better connect
between food producers and
consumers or agro product users
and a more compassionate policy
of adding a larger number of items
to PDS together with leakage
elimination in the PDS system is
the way out.
Organisations
interested in doing charity can
volunteer to help better connect
farmers to users and be watchdogs at PDS outlets. Corporates
too can include theses in their
corporate social responsibility
(CSR) activities and convert what
appears to be dangerous cholesterol into good and desirable
cholesterol. In the process, they
can save themselves from tight
money policy which becomes
inevitable if food inflation is seen
as bad cholesterol. Ensuring that
the PDS becomes less prone to
leakages too is in the interest of
corporates as food subsidy will
then come down, lowering the
budget deficit and lessening the
need for taxation.

Haryana Reaps Benefit of Contract Farming
Farmers in Haryana are reaping the benefits of venturing into
contract farming in association
with Haryana State Cooperative
Supply and Marketing
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Federation (Hafed). The cooperative's assured buy back of agricultural produce at better remunerative prices, is expected to
push up the returns from barley
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cultivation during the 2009-10
rabi season to around Rs.1,000
per quintal or market price
whichever is higher. Contract
farming assures that farmers get
the best price for the produce
with its guaranteed buy back.
Contract farming in Haryana
is being taken up in the districts
of Gurgaon, Bhiwani, Jhajjar and
Fatehabad. To make its benefits
reach a larger number of farmers,
Hafed has invited reputed private
companies to join as purchasers/sponsors and is willing to
work as a facilitator. An agreement was signed with SKOL
Breweries in 2007-08 rabi season
and with the UB group in 200809 and 2009-10 rabi season for
facilitating contract farming of
barley in Haryana. Area under
contract farming in Haryana has
been increasing with almost 265
farmers undertaking contract
farming over 1,420 acres in
2006-07.

In 2007-08, 930 farmers took
contract farming in around 4,800
acres. The number grew to 3,000
farmers in an area of 11,480
acres in 2008-09 and in 2009-10
over 3,000 farmers are likely to
undertake contract farming in
the state with the area going up to
12,000 acres. Hafed started
contract farming during 2006
kharif season when small quantities of basmati rice was grown.
Later, some areas under desi
wheat (C-306) were brought
under contract farming in 200607, 2007-08 and 2008-09. Some
quantities of turmeric are also
grown by farmers under contract
farming since 2008-09. Farmers
were also provided good quality
seeds and free of cost professional extension services that
benefited them directly. In all
these cases Hafed itself has been
the purchaser and facilitator for
growers and much of the produce
was purchased back.

Bharti Walmart opens first agri co-op centre in Punjab
Bharti Walmart, the joint venture between Bharti Enterprises
and Walmart Stores Inc for wholesale cash and carry and back-end
supply chain management operations, has opened its first agricul-
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tural cooperative centre in Sirhind,
Punjab. The agricultural cooperative centre aims to build a robust
aggregating, handling, packaging
and delivering system of fresh
produce to best price and Bharti
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Retail's easy day stores. This
initiative is part of Bharti
Walmart's direct farm programme
in partnership with 100 small and
marginal farmers near Ludhiana,
Punjab. The farmers will be paid
for their produce within 24 hours
post delivery. All legalities including APMC tax will be fully complied
with.
Bharti Walmart, will endeavour
to work with local suppliers to
develop an efficient and robust
supply chain by reducing waste
and ensuring qualitative, fresh
produce for customers at easy day
and Best Price Modern Wholesale
stores. To meet these objectives,

its associates, in partnership with
Bayer Crop Science will share best
practices with small and marginal
farmers to improve the quality
and quantity of their yield. This
initiative will substantially
increase the prices farmers get for
their produce. It will also directly
link farmers to consumers providing them access to quality produce at low prices. The centre will
provide farmers expert advice on
crop planning and management,
further strengthening Bharti
Walmart's initiative to support
farmers and small manufacturers
who have limited infrastructure
and distribution strength.

Mulberry root rot: a threat to sericulture
Mulberry root rot is a serious
threat which may cause cent per
cent loss if left undetected. The
disease is caused by the soilborne fungal pathogen, Fusarium
solani and F.oxysporum which
become active when the mulberry
roots grow near them, which enter
and spoil the whole root system.
Sometimes the pathogens remain
inactive inside roots when the
conditions of the host are not
favourable. Presence of soil borne
bacteria and nematodes may also
increase the susceptibility of the
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plant to infection.
The disease is normally confined to an individual plant,
randomly distributed in the field,
but sometimes small patches of
plants may also be affected. The
pathogen rapidly contaminates
the entire field during various
cultural operations and irrigation
etc. Infested plants initially show
symptoms of drying of leaves in
the lower and middle part of the
plant. The condition gradually
increases and the entire leaves
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become yellow, dry and wither off.
Gradually the plant shows wilting
and drying and finally dies.
The infected roots show degeneration of cortex and cambium
tissues, where uptake of water
and soil nutrients is totally
arrested. The bark gets peeled-off
very easily and the dead root
tissues further invades secondary
pathogens which cause decay and
become blackish giving fowl smell.
Management
Application of organic manures
to maintain the soil organic carbon
content more than 0.65 per cent.

Dipping the cuttings/ roots of
saplings in carbendazim (0.2 per
cent) or copper oxychloride (0.25
per cent) solution prior to planting.
Identification of severely diseased or dead plants, uprooting
and burning them immediately to
avoid spread of pathogenic
spores.
Applying neem or pungam or
castor cakes at 800 to 1,000
kg/acre.
Soil drenching with 0.25 per
cent copper oxy chloride (2.5
g/litre of water) or 0.2 per cent
carbendazim (2.0 g/litre of water)
around the plant.

M & M, Mitsubishi agricultural tie up to make rice transplanters
Mahindra & Mahindra has tied
up with Mitsubishi Agricultural
Machinery Co of Japan to make
rice transplanters at a facility in
Nagpur. The initial investment
will be in the range of Rs.15 crore
and around 1,000 transplanters
will be produced in the first year.
The number could then be

increased to 5,000 units over the
next two years. Mr Anjanikumar
Choudhari, President of M&M's
Farm Equipment Sector, said that
the transplanters would help the
farming community from the
viewpoint of increasing agricultural productivity and getting over
the problem of scarce labour.

Extruded floating fish feed a boon for farmers
The coastal districts of Andra
Pradesh are now witnessing a new
method in fish feeding. Fishes are
being fed with the extruded floating feeds replacing the traditional
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method of feeding with the raw
materials. Bhimavaram,
Gudivada, Kaikaluru, Akivedu are
now experiencing a renewed
activity as farmers are experienc-
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ing the benefits of extruded floating fish feed.
“There is a lot of optimism
among the farmers and they are
willing to try the new methods of
fish farming for fishes such as
Rohu, Catla, Pangasius and also
new varieties such as Tilapia and
sea bass,” says Mr. S. Amalraaj,
Indian Representative for Muyang
company in Chennai. Aquatic
animals cannot digest starch
effectively resulting in excessive
excrement which causes physiological problems such as excessive gas, bloating diarrhoea and
these apart, from affecting the
growth of the fish also lead to
water pollution.
The extrusion which is a high
temperature and short duration
process cooks the materials
killing the germs and pathogens
and makes the feed easily digestible. In the traditional method of
fish farming, a mixture of de-oiled
cakes/ rice bran is used for feed-

ing the fishes. The mixture normally settles down at the pond
bottom causes water pollution.
There is also a lot of wastage
which otherwise could have been
used for other applications. Since
the raw materials are not formulated well, the growth of the fish
takes longer duration of time
involving higher feed conversion
ratio.
For traditional feeding about 45 kgs of raw materials is required
to produce 1 kg of fish. Whereas
through extruded feed one
requires about 1.2 kg to produce 1
kg of fish. Extruded feed is much
more safe, because fed ingredients can be pasteurized or sterilized during feed extrusion operation, thus reducing the effects of
feed on the health of aquatic
animals and water quality.
For details contact Mr. S.
A m a l r a a j ,
e m a i l :
trustamal@gmail.com, Phone
23622694, cell: 94441 79730.

Technology on the farm
The crisis sweeping Indian
agriculture unsteady production,
low yields and volatile prices is
common knowledge by now, but
what causes concern is that
policymakers do not appear to be
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serious about addressing farmrelated issues with any sense of
urgency. To make matters worse,
land constraints and water shortage are staring us in the face.
Risks to the already fragile agri-
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cultural eco-system from climate
change can never be overstated.
While supply side challenges
continue to haunt, demand
growth is robust in the wake of
rising incomes and demographic
pressure. The government admits
that while the challenges faced by
agriculture and allied sectors are
numerous, the possibilities for
use of new technologies that could
generate value to the society and
incomes in rural sector are also
immense. So, what's preventing
the flow of new investment in the
farm sector and adoption of new
technologies?
Despite its high social return,
R&D expenditure on agriculture
in our country is low by international standards. Take, for
instance, the Eleventh Plan, in
which the outlay for various
agriculture related schemes is Rs
41,300 crore, or a mere Rs 8,000
crore a year, less than one per
cent of the value of agricultural
output. The R&D spend is wholly
inadequate to meet the enormous
challenges of the farm sector. Not
only do we need increased R&D
expenditure backed by modern
technologies, but such R&D must
focus on evolving appropriate
technologies for areas as diverse
as rain-fed, flood-prone and
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drought-prone. Cotton has turned
out to be an outstanding example
of how technology adoption (genetically-modified seeds) can
elevate the fortunes of a crop that
was, until a few years ago, seen as
one with no great future. A breakthrough in pulses and oilseeds a
crop perennially in short supply
has been talked about for over two
decades, but progress has been
limited.
To be sure, it is not just the
paltry amount spent on R&D, but
also lack of accountability among
policymakers and research institutions. It is open to doubt
whether there is an effective
system of monitoring the progress
of research and evaluation of the
findings as also transfer of technology from lab to land. Adoption
of post-harvest technologies,
especially for perishable horticulture crops, is crucial. This calls for
greater investment in rural infrastructure. Information technology
is a wonderful tool that can link
the farm with the market.
Unfortunately, lack of policy
support has resulted in limited
adoption of technology in Indian
agriculture. A conscious effort
towards robust infusion of technology is the way forward.
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A state with potential in horticulture
One of the few States formed
recently, Uttarakhand was carved
out of Uttar Pradesh and is
located in the foothills of the
Himalayas. Primarily an agrarian
State, a predominant part of the
population (almost 90 per cent)
depends on agriculture and allied
activities for livelihood. Farming
takes place in about 7.8 lakh
hectares, of which 5.9 lakh hectares are under irrigation. Given
the undulating topography, scope
for large-scale cultivation of field
crops (grains, oilseeds) is limited.
There are a number of forestbased industries with an investment of about Rs 20,000 crore
and employing about five lakh
persons.
Hilly terrain means that scope
for widespread industrialisation

and growth of service industry is
limited. However, the agroclimatic conditions offer environment conducive for cultivation of
a variety of spices as well as
horticulture products. Chillies,
ginger and garlic as also apples,
oranges, grapes, pear, peach,
plum, apricot, litchi, and guava
are widely grown. This suggests
the State has potential for horticulture development and setting
up of processing facilities to cater
to the growing markets nearby.
According to the experts,
Uttarakhand has the potential to
be ranked among the top ten for
fruits and vegetables production
by adopting appropriate cultivation technologies and agronomic
practices.

Why milk overflows out of the vessel in which
it is boiled, but not water?
Milk is an emulsion of butterfat
and water. The continuous phase
is water. This aqueous phase
contains proteins, lactose, mineral and traces of other substance
as enzymes, vitamins, gases etc.
Milk is slightly heavier than water
because of its solute content and
boiling point of liquid is influenced
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by factors responsible for its
specific gravity. Milk boils at a
temperature slightly higher than
water. Water boils at 212 degrees
0
F (100 degrees 0C) at sea level,
while average milk boils at 212.3
degrees 0F (100.17{+o}0C). Milk is
1.5 to 1.7 times more viscous than
water owing to the presence of
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solids some of which are in solution, others in suspension still
others in the form of emulsion.
Temperature markedly affects
viscosity. Viscosity increases with
decreasing temperature. Viscosity
of milk also increases with
increased fat content, homogenization, souring and ageing.
Compared with water, the
surface tension of milk is low, the
actual ratio between the two
values is 5:2 (water: milk). When
milk is warmed, calcium
caseinates gather at the liquid air
surface together with smaller
amounts of albumin, globulin and
fat. The surface tension decreases
with increases in temperature.
Increase in fat percentage reduces

the surface tension. A thin skin or
film forms over the milk's when it
is brought to the boiling point in
air. This film is due to the coagulation of a small amount of casein,
with which are associated a small
amount of calcium salts, albumin
and globulin and in the case of
whole milk butter fat. After the
formation of thin film pressure
which is developed inside is not
able to go out. Hence it pushes the
thin film above. Due to this higher
pressure and less surface tension
milk overflows the vessel. But in
the case of water since it is a
uniform solution when it reaches
the boiling point pressure is
automatically get released hence
it does not overflow.

Farm mechanisation in India: challenges going forward
The country's agricultural
production has stagnated at a
time when the broader elements of
the economy have grown. In order
to sustain an overall growth rate of
9 per cent it is imperative for the
agricultural sector to grow at 4 per
cent. Though India has achieved
self sufficiency in foodgrain production, the last couple of decades
have seen the growth rate of food
grain production (1.5 per cent) lag
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behind that of population (1.9 per
cent).
While efforts such as introduction of high yielding varieties and
expansion of irrigated area have
played a crucial role in achieving
the goal of food self sufficiency in
the past, rapidly growing demand
for food has brought the need for
building efficiencies in agriculture
to the forefront. Towards this
objective, it is imperative to focus
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on improving the intensity of farm
mechanisation in the country.
This would result in significant
improvement of agricultural
productivity.
Some key advantages of farm
mechanization are:

!
!
!
!
!

Increase in crop intensity and
yield thus ensuring better
returns to the farmer
Reduction of weather risk and
risk of non-availability of
labor thus minimizing post
harvest wastages
Improved working conditions
and enhanced safety for the
farmer
Conversion of uncultivable
land to agricultural land
through advanced tilling
technologies
Shifting land used for feed
and fodder cultivation for
draught animals towards food
grain production

Farm mechanization also
provides different streams of
employment related to handling of
farm machines thus resulting in
increased rural employment.
However, farm mechanization in
India is in the initial stages of
development and dominated by
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use of tractors and tractor
mounted implements. While the
Indian tractor market is highly
organized and among the largest
in the world, the farm equipment
market is dominated by unorganized players accounting for more
than 50 per cent of market share.
Though, India is one of the top
countries in agricultural production, in terms of farm mechanization, it is behind the world average. For instance, the tractor
density of India is about 16 tractors for 1,000 hectares, while the
world average is 19 tractors and
that of US is 27. Clearly, there is
significant opportunity for mechanization of agriculture.
However, this sector faces some
key challenges such as:

!

!

Highly diverse farm size & soil
types: resulting in the need for
customized farm machinery
and equipment for different
regions of the country.
Skewed and seasonal usage
resulting in low economic
viability: This calls for innovative solutions for scaling up
usage * Irrigation facility: Best
results from mechanization
can be obtained if the usage is
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!

!

!

coupled with sufficient irrigation
Cattle population: Increased
mechanization results in
surplus draught cattle and
their upkeep is a concern for
the farmers
Extension service: Education
and training for efficient
usage of farm equipment is
required to be imparted along
with knowledge about selection of appropriate machinery
Capital investment, operational & maintenance cost:
small and marginal farmers
have cyclic nature of revenue
streams resulting in limited
capital availability

Some of the key areas that need
specific interventions include:

!

!

!

Develop a legislative and
structural framework that
encourages custom hiring
(renting) services so as to
facilitate better capacity
utilisation of farm equipment.
Enabling framework to
encourage land consolidation
and development of land lease
market to make efficient use
of farm machinery.
Need to focus research efforts
towards design and develop-
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!

!

!

ment of farm machinery
suitable for different types of
soils, farm sizes and diverse
crops.
Increased focus on commercialization of research done by
various university especially
in the farm equipment space.
Focus on standardization and
quality control especially for
farm equipment so as to
protect the interest of farmer
and increase usage.
Sensitize small farmers
having operational holding of
less than 4 ha from owning
tractors unless they have
substantial grounds to make
economical use of it.

For taking care of the requirements of small and marginal
farmer, the following measures
need to be encouraged:

!
!
!

Formation of cooperative for
ownership of farm machinery
at village level
Supporting the finance of
second hand tractors for
small farmers;
Extension services to advise
the farmer on suitability of
various makes, models and
horse powers for different size
of land holdings.
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Though mechanization has
improved the state of agriculture
in certain parts of the country, it is
still a bottom of the pyramid story
and it will remain so unless concrete measures are taken to
propel farmers towards adoption
of efficient farm mechanization

practices especially in the farm
equipment space. Given the right
focus from various stake holders,
farm mechanization has the
potential to play a critical role in
increasing farm productivity and
improving rural employment
generation.

Sericulture in india
An exquisite fibre that eventually spins into evocative textiles,
silk has always fascinated people;
but its potential for employment
generation and rural transformation is less known. Sericulture is a
labour-intensive agro-based
industry that involves rearing of
silkworms for production of raw
silk, the yarn obtained out of
cocoons spun by certain species
of insects.
Major activities of
sericulture comprise food-plant
cultivation to feed the silkworms
which spin silk cocoons and
reeling the cocoons for unwinding
the silk filament for value added
benefits such as processing and
weaving.
Although over 40 countries
produce silk, Asia dominates
global production with a share of
95 per cent. India ranks as the
world's largest consumer of silk
and the second largest producer
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after China.
With production
close to 20,000 tonnes, India has
the distinction of producing all the
commercial varieties of which
mulberry tops. Karnataka,
Andhra Pradesh, Tamil Nadu,
West Bengal and Jammu and
Kashmir specialise in mulberry
while Jharkhand, Chhattisgarh,
Orissa and North-Eastern States
produce non-mulberry silks. With
rising incomes and changing
lifestyles, demand for silk textiles
has been rising.
Domestic silk output trails
demand. India imports raw silk to
meet its raw material needs and
for producing value-added products for the export market. India
exports readymade garments of
silk, natural silk yarn, fabrics and
made-ups as also silk waste.
Over the last five years, India's
export earnings from this sector
have ranged between $600 million
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to $700 million a year. About 60
lakh persons are engaged in the
various sericulture activities in
our country. Research has concluded that sericulture has the
potential to generate large-scale
employment at the rate of 11 man
days a kilogram of raw silk production (in on-farm and off-farm
activities) throughout the year.
Development of indigenous
mulberry varieties with highest
leaf yields in the world, new
bivoltine silk worm hybrids eminently suited to tropical regions,

farmer friendly technologies, costeffective new package of practices
for cultivation of food plants,
rearing and reeling coupled with
huge natural and manmade
resources as also trained manpower are some of the positives
the sector has witnessed in recent
years. Given its exquisite qualities like natural sheen, inherent
affinity for dyes and vibrant
colours, high absorbance, light
weight, resilience and excellent
drape etc, the lure of silk has
become irresistible.

Time to focus on water security
India is racing towards water
scarcity. According to
International Water Resource
Group (IWRG) estimates, in a
'business as usual' scenario,
India's aggregate water demand is
expected to double from the
current level of about 700 billion
cubic metres to 1498 billion cubic
metres by 2030. With an estimated supply of about 744 billion
cubic metres by then, the water
gap is estimated to be 50 per cent.
This scenario calls for rigorous
assessment of the present water
usage in the nation. Food security
is closely tied to water security.
During the last six decades, the
gross irrigated area increased
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from 22 million hectares to 87
million hectares.
Consequently, contribution of
irrigated agriculture to food grain
production grew from about 35
per cent to more than 65 per cent
during this period. Though it has
contributed remarkably to the
goal of food self- sufficiency,
intensive farming under irrigated
conditions has had a serious
impact on the rapidly depleting
water resources of the nation.
Given the fact that water withdrawals for irrigated farming
represent 85 per cent of total
water usage of the nation, a rigorous assessment of the current
scenario of irrigated agriculture is
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needed in order to develop an
effective strategy to ensure water
security for the future.
Over the last four decades,
increase in irrigated area has
mainly been on account of
groundwater sources. Higher
reliability of water supply
through tube wells and water
pumps - coupled with the policy of
massive under-pricing of electricity to the farming sector has
resulted in an explosive growth in
groundwater irrigation. Between
1970 and 2006, about 23 million
hectares of additional farms (net
area) were irrigated by groundwater sources. In comparison,
surface irrigation added less than
5 million hectares during the
same period. As a result, farms
irrigated by groundwater currently contribute to more than 60
per cent of total food grains produced from irrigated agriculture.
On the bleak side, overexploitation has resulted in
serious depletion of groundwater
tables in many parts of the country. It is estimated that in 15 per
cent of irrigation blocks of the
nation the annual extraction of
ground water exceeds annual
recharge. In Punjab for instance,
while the net annual
replenishable groundwater is
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21.44 BCM, the groundwater
draft stands at 31.16 BCM indicating utilisation of 145 per
cent of annual replenishment
levels. These trends are also
visible in states such as
Rajasthan and Haryana where
annual groundwater draft is 125
per cent and 109 per cent of
annual replenishment respectively. Consequently, groundwater levels in northern India have
been receding by about a foot a
year.
Highly subsidised water use
tariffs charged to farmers has
accentuated the deteriorating
situation by limiting the funds
available for operation and maintenance. Consequently, the
current water use efficiency of
canal irrigation is about 35 per
cent - among the lowest in the
world. It is estimated that a 10
percent increase in water use
efficiency can bring about an
additional 14 million hectares
under irrigated cultivation.
Clearly, the irrigation strategy
followed by India lacks focus on
sustainable use of water
resources. Policy makers have
consistently focused on increasing supply of water by taping
natural resources. However, the
importance of managing demand
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and reducing water loss has been
grossly neglected.
While the most obvious way to
increase water use efficiency
would be to increase crop yields
through development of high
yielding varieties and efficient use
of farm inputs, other approaches
that would reduce water demand
include: Dealing with difficult
policy decisions, Better demand
management of current irrigation
systems would require political
innovation in handling two critical
areas - electricity tariff and enduser irrigation charges.
It is estimated that while the
agricultural sector accounts for
nearly one-third of sales of the
state electricity boards, the revenue from farmers account for only
about 3 percent. This under
pricing has resulted in
overexploitation and depletion of
ground water. Rationalization of
electricity prices is critical to
promote efficient water use.
Hence there is a need for rationalization of water rates to ensure
efficient water usage as well as to

provide for adequate financial
resources to cover the cost of
operation and maintenance of the
irrigation system.
There is a need to promote
water saving technologies such as
Micro Irrigation Systems Sprinkler and drip irrigation
dramatically increase water use
efficiency. The overall efficiency of
surface irrigation is about 35 per
cent that of drip irrigation is 80 to
90 per cent.
Recognising the
potential that these systems hold,
the Government has extended a
subsidy of 50 percent for implementation of micro irrigation
systems. The Government has
targeted to bring 17 million ha
under Micro Irrigation by the end
of the 11th Five Year Plan period.
This alone is expected to result in
an annual water savings of about
59 billion cubic metres. A promising approach to increase water
use efficiency is to promote water
saving farming systems such as
System of Rice Intensification,
aerobic rice cultivation, precision
farming, mulching and zero
tillage.

Agriculturists herald new farming system
based on fertilizer trees
Top scientists from internabased on using fertilizer trees to
tional agricultural institutes are
increase crop yield. The new
heralding a new system of farming
system, which was inspired by
March 2010
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small time farmers in Africa who
grew the Acacia, could provide a
solution to dwindling paddy
production in India and will help
mitigate climate change. “The
Acacia tree has been used by
farmers for centuries. We started
doing research on it to find out
how much it benefits the crop and
it's quite staggering. Scientists
discovered that the Acacia tree
holds the same amount of nitrogen in its leaves as three bags of
commercial fertilizer. When the
tree drops its leaves crop size can
improve by as much as 150 per

cent” said Dr. Dennis Garrity,
Director General of the Narobi
based World Agroforestry Centre.
The M S Swaminathan
Research Foundation issued a
nine-point plan of action following
the release of the Chennai declaration on Biodiversity. It aims to
create a “Climate cum Gene Care”
movement that will integrate
government departments,
strengthen farming and tribal
communities, refocus research
priorities, and promote climate
resilient farming systems.

Call for private hands to boost agriculture yield
Painting a not so rosy picture of
the agriculture sector, the
Economic Survey for 2009-10 has
mooted private sector participation
to increase farm sector yield and
meet the rising demand of food in
the country. “Consistent decline in
the share of private sector investment in the agriculture sector is a
matter of concern. Improvement in
yield in recent years is not enough
to cater to needs of rising population,” the Survey, which is a report
of the government's economic
policies said. Although agriculture
sector provides livelihood to over
60% of country's population, it
accounts for less than 20% of the
country's GDP.

March 2010

According to Central Statistical
Organisation (CSO) data, private
investment in agriculture and
allied sectors in total GDP has
gone down from 2.1% during
2002-03 to 1.7% during 2006-07.
In the 10th Plan (2002-03 to
2006-07), private sector investment has been on an average
1.8% of the total GDP. However,
the private sector investment in
'agriculture and allied sectors' has
increased to Rs.1,14,145 crore in
2008-09 from Rs.86,967 crore in
the previous year. But the share of
public sector investment has
declined to 17.6% from 20.9% in
the period under review. For
reversing the decline in private
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investment, the Survey has asked
for “creation of favourable policy
environment and availability of
credit at reasonable time”. The
Survey expresses doubt on the
benefits that have accrued to
small and marginal farmers due
to higher support price for various

crops. “Inability of a large number
of small and marginal farmers to
directly access the agri-market
puts a question mark on
increases in Minimum Support
Price (MSP) actually benefiting
such farmers,” the Survey said.

The humble Papaya can prevent cancer
Rich in vitamins, folate, fibers
and potassium, the papaya is
often called a “nutritional masterpiece”. Now, scientist claim to
have found evidence that the
humble fruit can prevent cancer
too. An international team, lead
by Nam Dang of University of
Florida, has documented
papaya's dramatic anticancer
effect against a broad range of labgrown tumours, including cancers of the cervix, breast, liver,
lung and pancreas.
For their
research, the scientists used an
extract made from dried papaya
leaves, and the anti-cancer effects
were stronger when cells received
larger doses of the tea.
The team has also documented
for the first time that papaya leaf

extract boosts the production of
key signaling molecules called
Th1-type cytokines. This regulation of the immune system, in
addition to papaya's direct antitumour effect on various cancers,
suggests possible therapeutic
strategies that use the immune
system to fight cancers, say the
scientists. The papaya extract did
not have any toxic effects on
normal cells, avoiding a common
and devastating consequence of
many cancer therapy regimens.
In their research, the scientists
exposed 10 different types of
cancer cell cultures to four
strengths of papaya leaf extract
and measured the effect after 24
hours. Papaya slowed the growth
tumours in all the cultures.

The wells brim with water in drought-prone Gujarat
The Wells of Kalawad village in
Junagadh district, Gujarat brim
with water. The reason construction of check dams by a peasant,
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Mr. Bhanjibhai Mathukiya. Till a
few years ago, the drought-prone
village forced many of its farmers
to abandon agriculture. “Today,
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most of the wells brim with water
and farmers are able to grow their
crops without any fear of water
shortage, thanks to the three
check dams constructed by Mr.
Bhanjibhai,” says Mr. Mahesh
Patel, Chief Innovation Manager,
Gujarat Grassroots Innovations
Augmentation Network, (GIAN).
The farmer built the first dam
across a small river running
through the village. It consists of
a series of semicircular arches
beneath to support the weight
(similar to railway bridges to
support the weight of a running
train). The dam not only costs
less than conventional ones, but
is also more stable and easy to
construct. It resists maximum
water pressure and force because
of its unique design and structural strength. For constructing
the dam the farmer used locally
available stones and placed them
in the flowing water maintaining a
little distance between two stones.
Later, he filled the gap with river
sand, stones and cement. The
total cost for building a dam
worked to just Rs.10,000 including the labour cost. After completion of this, several villagers
requested Mr. Bhanjibhai to build
more check dams down stream.
So, the farmer built two more
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dams in the neighbouring villages
with the support of a local community. Till date the farmer has
built about 25 check dams in
Gujarat and Rajasthan. To build
a dam the expense could work out
to anything between Rs.50,000 to
Rs.1 lakh or more. But he spent
only Rs.10,000 for constructing
one dam. As most of the rivers are
not perennial, the check dam
saves wastage of surplus water
from running off. After the monsoon, water shortage makes it
difficult to irrigate the crops.
Mr. Bhanjibhai's check dam
model can be constructed easily
by individuals or co-operative
work without waiting for the
government's help. “It would be
great if the technology could be
replicated on mass scale all over
India and other countries for the
benefit of rural agriculture,” says
Mr. Mahesh Patel. For more
information readers can contact
Mr. Bhanjibhai Mathukiya,
Kalawad, Junagadh: 362130,
Gujarat, mobile: 9825481528 and
Mr. Mahesh Patel, Chief
Innovation Manager at
mahesh@gian.org and
gian@gian.org, website:
www.gian.org, phones : 07926760398 and 26769686.
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A mutual fund statement
Whenever one invest in a
mutual fund scheme, the fund
house has to send him a statement providing details of his
holding in the scheme. one can
opt for a physical copy of the
statement, or a soft copy, which
can be e-mailed to him and he can
access it online. This statement
provides information about the
transactions conducted by you
within a defined period.
This
statement is sent to you within a
period of three working days once
the transaction is done. This
document indicates the changes
in the account whenever there is a
redemption, additional investment or dividend declaration. This
makes the account statement
important for tracking your
investments.
There is no compulsion to
preserve the physical statement.
Your ownership has already been
recorded by the AMC in its
records. If you do not like dealing
with paper, you can opt for estatements. To redeem your units,
you only need to fill the necessary
form.
The statement provides details of
a persons' investment which include
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his name, address, bank details,
folio and account number, current
cost and value and PAN details.
Each time you invest in a
mutual fund, the fund house gives
you an account number. You
could also invest in a number of
schemes such as a debt fund, an
equity fund or a tax plan, with the
same fund house. In this case, it
would be wise to mention your
account number so that the fund
house can consolidate all
accounts under a single folio. This
makes it easier to track all the
investments with a particular
fund house.
The current value is the latest
market value of the investments
on the date the statement is
generated while the current cost
indicates the amount invested in
the scheme. The number of units
allotted is calculated using the
amount invested divided by the
NAV of the scheme as on the date
of allotment. In case there is an
exit load, the same would be
deducted from the NAV and the
proceeds paid out to the investor.
It is mandatory for you to
provide your PAN, irrespective of
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the amount that you have
invested. Check that the PAN

mentioned in the account statement is correct.

No window dressing please, banks will now disclose more
Banks will find it difficult to
hide their efforts at window dressing their balance sheets, given
RBI's new directive. The banking
regulator has asked banks to
divulge a host of details in the
notes to account in the balance
sheet for the year ending March
2010, which will vastly increase
the level of transparency. Among
the information that banks are
required to disclose include
concentration of deposits,
advances, exposures and nonperforming assets (NPAs). In
addition, banks will have to
disclose sector-wise NPAs.
Disclosures relating to concentration of deposits will include
total deposits of 20 largest depositors and the percentage of deposits of these 20 largest depositors
to total deposits of the bank.
Similarly, banks are required to
display total advances to 20
largest borrowers and the percentage of advances to 20 largest
borrowers to total advances of the
bank. In connection with NPAs,
RBI has asked banks to reveal
which are the top four borrowers
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who have defaulted. They also
have to disclose the extent of nonperforming assets that banks
have in respect of each industry.
Banks will also not be able to
sweep bad loans under the carpet
as they now have to declare gross
non-performing assets at the
beginning of the year and gross
NPAs added during the year. If
there is a reduction in bad loans,
banks will need to provide a
break-up of how much of these
were due to upgradations, recoveries and write-offs.
A new disclosure requirement
is the publication of off-balance
sheet special purpose vehicles.
Very often, banks facilitate funding through a third-party entity in
the nature of a special purpose
vehicle which is controlled by the
bank. These SPVs are created
under a trust structure and
therefore not reflected in the
balance sheet of the bank. In their
forthcoming balance sheet, banks
will need to disclose all the SPVs
that they have sponsored in India
as well as abroad.
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Shell Foundation creating new supply chains in the market
Shell Foundation is looking to
create an ethical agent who will
act as a bridge between the poor
farmers and multinational retailers. The foundation conducted a
joint report with Marks & Spencer
called 'Fresh: Creating New
Pathways to Ethical Sourcing'
based on which it concluded that
it was possible to create new
supply chains in the market,
according to Ms Anuradha
Bhavnani, Programme Director,
India, Shell Foundation (SF).
This commercial intermediary,
by bridging the gap between the
producers and retailers, would be
able to reduce poverty at the farm
level and deliver commercial
returns to retailers. The focus of
this new organisation would
initially be India. The demand of
organic cotton was found to be far

more than the supply, with visible
gaps in the market. Retailers,
however, often lack the ability to
reliable source the quality products at the scale they require.
Shell Foundation's Trading Up
programme unlocks markets for
developing country producers by
providing seed capital, business
mentoring and strategic partnerships with major retailers to
create sustainable supply-chains.
In India, SF has been partnering Agrocel and has converted
50,000 farmers from chemical
intensive to more sustainable and
organic farming.
Marks &
Spencer became the first high
street retailer to sell Fair-trade
cotton garments sourced from
Agrocel. With a total investment of
$10 million in India, the SF is
present in 10 States.

Poor food storage capacity is serious issue: Swaminathan
Inadequate food storage capacity should be viewed as a serious
issue, said renowned agriculture
scientist and Rajya Sabha MP,
M.S. Swaminathan. About 230
million people in rural India are
undernourished, almost 40%
children below three years are
underweight and 45% are stunted
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in growth. While 40% women
suffer from chronic energy deficiency, he pointed out. “But still,
the country has not been able to
build adequate storage facility”,
he said during a presentation at
'2010-11' Budget and National
Food Security meeting organized
by the Bangalore Chamber of
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Industry and Commerce (BCIC).
Citing media reports, he said
around 800,000 tonne of wheat
were spoiled due to inadequate
storage capacity in the country.
He said that the Union Budget
presented a four-pronged strategy
for agriculture revival. The first
was increasing production in
eastern India, defending production in the heartland of Punjab,
Haryana and U.P. and setting up
60,000 pulse villages. Secondly,
to build storage capacity followed
by value addition to primary
products and credit expansion.
The credit flow has increased by
Rs.50,000 crore.

He said that the contribution of
the agriculture sector to the GDP
has come down by 3% in the last
three years.
The agriculture
sector accounted for 15.7% of the
GDP in 2008-09 as compared to
18.9% in 2004-05. He also said
that food security should not only
address the food requirement of
1.1 billion people in the country,
but also should take care of 1
billion farm animals, which
require a sizeable amount of feed
like maize and soyabean.
He
added the government was in the
process of setting up 30 mega food
parks should be established in all
colleges that teach home science.

Changes in ARDBS
i)

Shri Yadavalli Vijayender
Reddy, has assumed charge
as President of the Andhra
Pradesh State Cooperative
Bank Ltd., w.e.f. 23rd
December 2009.
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ii) S h r i V e d a n t h a n J a g a n
Mohan, has assumed charge
as Managing Director/Chief
Executive Officer of the
Andhra Pradesh State
Cooperative Bank Ltd., w.e.f.
3rd March 2010.
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THE GUJARAT STATE COOP. AGRICULTURE
AND RURAL DEVELOPMENT BANK LTD.
489, ASHRAM ROAD, AHMEDABAD 380 009.

Phone: (079) 26585365-70-71

Fax: 26581282

Gram: “KHETI BANK”

The Bank was established in 1951 to extend long term and medium term loans to farmers for
agriculture and allied agricultural activities through 176 branches and 17 district offices located at
each taluka places and district places respectively in the State of Gujarat. The Bank has significantly
contributed towards rural development of Gujarat since inception by advancing Rs. 2517 crores
long term loans to 7,41,951 farmers for agriculture and allied agricultural activities up to 31.03.09.

The Bank finances for :
Farm Mechanisation: Tractor, Thresher set and other implements etc.
Horticulture / Plantation: Mango, Chickoo Plantation etc.
Animal Husbandry: Dairy development, Cattle rearing, Cattle sheds, Bullock cart, Sheep & Goat
rearing, Poultry, Sericulture, Fisheries etc.
Land Development: Land levelling, Land reclamation etc.
Non Farm Sector : Small scale industries, Cottage industries including service sector, Rural
housing, SRTOs, Rural godowns, APMCs, Cold storage etc.
Minor Irrigation : Construction/repairs of irrigation well, Shallow tube well, Deep tube well, Installation
of pumpsets, Pipelines, Lift irrigation, Drip irrigation, Check dams, Sprinkler irrigation etc.
Bank has recently introduced Kisan Credit Card Scheme to fulfil medium term credit requirement
of its borrowers who are regular in their repayment obligation to the Bank.
Bank accepts FD for 1 year and above at following rate of interest.
1 year 8%p.a.
2 years and above 8.25%p.a.
0.5% more interest for Senior citizens.

Double 105 months

Salient Features :
1. Interest payable: Quarterly / half yearly and yearly as per demand.
2. Monthly Income Scheme is available.
3. TDS is not deducted on maturity of FDs.
4. FD outstanding as on 31.3.09 is within the own fund limit.
5. All the loans issued by the Bank are theoretically recoverable since they are secured by
registered mortgage of land and as such FDs mobilized by the Bank are fully secure.
6. Loan against FD to the extent of 75% of FD is available.
Dividend on share is regularly paid to share holders.

FOR FURTHER DETAILS PLEASE CONTACT US OR OUR BRANCHES OF THE BANK IN THE STATE
Shri B.H. Jadeja
Chairman
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Shri M. B. Chaudhari
Vice Chairman

.

Shri H.P. Ganatra
Managing Director
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