
Industrial Vi   wIndustrial Vi   we
F i r s t  a n d  o n l y  p l a t f o r m  f o r M S M E s  

VOLUME 01 ISSUE 06 HYDERABAD NOVEMBER 2013 PAGES 72 Rs. 100

economy

support
industrial growth’

‘We’ll 

Interview of 

the month

nav_Layout 1  11/19/2013  2:49 PM  Page 1



CORPORATION BANK
WELCOMES  YOU

Financing Small & Medium

Enterprises
SME Schemes
CORP SME TEXPLUS SCHEME

CORP SME AUTO PLUS SCHEME 

CORP SME  RECEIVABLE FUNDING

CORP TERM PLUS 

SME LIQUID PLUS SCHEME 

CORP SME GOLD CARD SCHEME 

CORP SME CREDIT CARD RECEIVABLE FUNDING

CORP COLLATERAL FREE LOAN SCHEME

CORP COMMERCIAL VEHICLE LOAN SCHEME

CORP GOLD BUSINESS LOAN 

Small & Medium Enterprises are the driving engines for the
Banking Industry and the Nation.

D.No. 15/196,  BRINDAVANAM, NELLORE - 524001,

Ph: 0861-2337057, E-mail: cb8826@carpbank.co.in, Website: www.Corpbank.in

CORPORATION BANK

nav_Layout 1  11/19/2013  2:49 PM  Page 2



NOVEMBER 2013 I Industrial View I 3

10

8

Ailing economy

30
Banks apathy towards
MSME sector continues

50
Powerhouse 

of production 

67news Zone

PRINTED & PUBLISHED BY ARANI PRASANTH KUMAR REDDY ON BEHALF OF FEDERATION OF SMALL AND MEDIUM ENTERPRISES OF ANDHRAPRADESH,

PRINTED AT HARSHITHA PRINTERS, 6-2-985, YOUSUF BUILDING, KHAIRATABAD, HYDERABAD - 04. PUBLISHED AT FEDERATION OF SMALL AND MEDIUM

ENTERPRISES OF ANDHRA PRADESH, FLOT.No. G1, DWARAKAMAI APART, HINDI NAGAR, DWARAKAPURI COLONY, PANJAGUTTA, HYDERABAD, A.P.

EDITOR : ARANI PRASANTH KUMAR REDDY

RAGHURAMA RAJU KALIDINDI

MEDIA CONSULTANT

9849350555

The jurisdiction of court

cases pertaining to the

items published in

Industrial View will only be

Hyderabad (the place of its 

publication). Cases of other

jurisdictions will not be 

entertained.

- Editor

support
industrial growth’

‘We’ll 

Interview of 

the month

Contents

nav_Layout 1  11/19/2013  2:49 PM  Page 3



NOVEMBER  2013 I Industrial View I 4

Corporation Bank Corporate Office, Mangaladevi Temple Road, Pandeshwar, MANGALORE - 575 001, Karnataka, India

Launch of 
Industrial View

C
hief Minister N Kiran Kumar Reddy launched

Industrial View on 22 June, 2013. The CM

handed over the first copy of the inaugural

issue to MSME minister G Prasad Kumar.

Speaking on the occasion, the chief minister

said, “A magazine for the MSME sector is a wel-

come development and the need of the hour.”

M V Rajeshwara Rao, Former Secretary General

FAPCCI and advisor to FSME-AP, Sudeer Reddy, Sec-

retary, Cherlapally Industrial Local Authority,

Sankarachary, Cherlapally, ILA executive member

and FSME-AP advisor were also present on the oc-

casion.  

(L to R) Shankarachary, Cherlapally, ILA executive member and FSME-AP advisor, G Prasad Kumar, minis-
ter for HTLTSSI, APK Reddy, President,FSME-AP and editor, Industrial View, N Kiran Kumar Reddy, CM, AP,

Sudheer Reddy, Secretary, ILA, Cherlapally and M V Rajeshwar Rao, CEO, CREDAI at the launch of the
magazine at CM’s chamber 

Guest of Honour, Shri APK Reddy, President FSME-AP,

accompanied by MB Ganesh, Zonal Manager, 

Corporation Bank, Nellore, lighting the lamp at the

SME Expo conducted by The Corporation Bank at 

VRC Centre, Nellore, Andhra Pradesh
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W
hat are the prime

objectives of eco-

nomic develop-

ment? Different governments

chalk out different policies to achieve their desired goals.

Generally, however, aspects like a faster growth of na-

tional income, alleviation of poverty, and reduction of in-

come inequalities are incorporated in the economic

policies. But how is industrialisation expected to con-

tribute to these goals? The experience of industrial

economies shows a close association between develop-

ment and industrial expansion.

But industry is also thought to provide certain spillovers

which would benefit other activities: enhancement of

skills, training of managers, dispersion of technology, etc.

moreover, pessimism about the prospects of food and raw

materials  led to the substitution of domestic for imported

manufactured goods as many countries thought this to be

most promising route to development.

economists and policymakers in the developing coun-

tries have long agreed on the role of government in pro-

viding infrastructure and initiating stable macro-economic

policies. But they have differed on policies toward trade

and industry. The form of governmental intervention in

this area is the distinguishing feature of alternative devel-

opment strategies.

A convenient and instructive way to untie the complex

issues of appropriate trade policies for development is to

set these specific policies in the context of a broader Less

Developed countries strategy of looking outward or in-

ward.

outward-looking development policies encourage not

only free trade but also the free movement of capital,

workers, enterprises, the multinational enterprise, and an

open system of communications. That is what happening

in India especially in Andhra Pradesh. The state govern-

ment’s skewed policies  were hampering  growth of the

industrialization.

comparing to neighbouring states like maharashtra,

Tamil nadu and Karnataka , the state of Andhra Pradesh

though endowed with rich natural resources and other in-

frastructural facilities, is losing its sheen due to the lop-

sided policies and political uncertainty.

The major setback for the industrial growth in this state

is lack of co-ordination among government, financial de-

partment. industrial department, power generation  and

power distribution companies. The dismal scenario saw

the number of Smes being converted into nPAs (non

Performing Assets) and lakhs of employees were thrown

out of their jobs from 2009-2013.

Industrial and trade bodies had made several represen-

tations to State and central governments regarding the sad

plight of the industries especially Smes. But all pleas and

representations to the government fell on deaf ears.

Suggestions made in SLIIc meeting, conducted by RBI

Regional Director and SLBc, were thrown confined to

dustbin, with their implementation going awry. The Se-

curitisation and Reconstruction of Financial Assets and

enforcement of Security Interest Act (SARFAeSI),

2002, allows banks and financial institutions to auction

properties (residential and commercial) when borrowers

(entrepreneurs) fail to repay their loans. It enables banks

to reduce their non-performing assets (nPAs) by adopt-

ing measures for recovery or reconstruction. This has

come in handy for the bankers to blatantly misuse against

the failing entrepreneurs as the former utterly failed to

identify the willful and non-willful defaulters.

It is high time for the governments to intervene and re-

solve the problems that are haunting the Smes and save

this sector from the brink of collapse. For, small units

can play a big role in impacting the economy of the na-

tion. 

APK Reddy

Industrial Vi   wIndustrial Vi   we
F i r s t  a n d  o n l y  p l a t f o r m  f o r M S M E s  

Save SMEs, save economy
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MESSAGE

I am happy to learn that Federation of Small and Medium Enterprises of Andhra

Pradesh (FSME-AP) is coming out with a monthly magazine this month. I am told that

the new magazine “Industrial View” would encompass issues pertaining to the sector.

I am happy that the endeavour is to facilitate the services that meet the uncompro-

mising standards of excellence. The vision is to become a valuable knowledge partner

for key agencies and organizations operating in the sector.

I am happy to learn that the aim is to present the cutting-edge information on lat-

est happenings, topical issues, current trends and burning topics in the most lucid

and coherent way possible and reach out to the industrial fraternity by presenting

information and starting a dialogue on contentious issues that plague the sector. I

am happy that the magazine wishes to bring all stake holders on to one platform to

voice opinions and find solutions

I wish the magazine all success.

N.KIRAN KUMAR REDDY       

( N.KIRAN KUMAR REDDY )      

Chief Minister                                     
Andhra Pradesh

Hyderabad 

12-06-2013
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‘We’ll 
support
industrial growth’

Industrial View editor APK Reddy interviewing YSRCP chief YS Jagan Mohan Reddy dur-

ing his fast untill death for Samaikyandhra at Lotus Pond.
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P
olitical equations are fast changing and

elections are round the corner. With the

bifurcation of the State and following

protests in Seemandhra, the political fu-

ture seems to be uncertain and leaders of

all parties are leaving no stone unturned to see their

positions are safe. ministers and elected representa-

tives are quitting one camp and joining the other

while election strategists are making plans to ensure

the win.

ySR congress Party which is one of the toughest

competitors to the ruling

party and the opposition in

upcoming elections has a

crystal clear agenda. The

ySR scion yS Jaganmohan

Reddy is all out to support

the deceased industries and

wailing farming sector.

During his Samaikya

Deeksha to keep unite

Andhra Pradesh, Jagan

shared some valuable points

with our editor A Prashanth

Kumar Reddy.

Here are some excerpts:

The industrial sector in

Andhra Pradesh is in dol-

drums. How do you look

into this and what is your

comment?

It is simply because of the

hasty decisions taken by the

central and State govern-

ments for the last four years. earlier, during yS Ra-

jasekhar Reddy’s time, the industrial growth in

Andhra Pradesh was tremendous. ySR signed on the

file of seven hours un-interrupted power to agricul-

ture, after coming into power. Slashed power tariff

to large and small-scale industries. encouraged in-

dustrial policies with 25 paise interestes and subsi-

dies. There is no doubt and it was clear to all. He had

a vision to serve this sector which can create job and

financial opportunities.  He also slashed the power

tariffs (all time-low in the history of Indian indus-

tries) to the industrial sector.  But, after his demise,

they (congress leaders) are showing it as crime. Is it

a crime providing water to industries? They put me

in jail for this cause. See how the changes were made

by the central and state governments.  even cBI

quoted that there was nothing called quid-pro-quo,

but the government is making it as a serious offence

and torturing industrialists and me for supporting

them. How painful it is. But we are desperate to sup-

port the industrial growth as they did it in ySR’s

time. Kadapa Steel Plant, Krishna Patnam Port, Bel-

lary to Krishna Patnam Rail/Road connectivity, chit-

toor, Bramhani Steel Kadapa

are the some of the examples

of  ySR development plan. He

also released the amount of

Rs.300 crore for Sc, ST entre-

preneurs (subsidies of 35% to

men and 40% to women entre-

preneurs) under the State-level

credit guarantee scheme.

55 lakh crore rupees were

converted into NPAs (Non

Profit Assets) that is affecting

literally three crore of people

in the state directly and indi-

rectly, how can you help these

NPAs?

Bifurcation of state will in-

crease this problem. So, we

are demanding the central and

state governments to re-sched-

ule the nPAs. Soon after com-

ing into power, this issue will

be among our top priority.

State government has Rs. 20 ,000 crores dues to

power distribution companies (only for industries.)

What will be your contribution in solving this prob-

lem.

I will assure the industries and related departments

that we (ySRcP delegation) will meet the Union Fi-

nance minister, Power minister and mSme minister

and explain them about the problem. We demand

them to solve the power crisis which is mainly af-

fecting the mSme sector. Assured to call for a meet

with industrialists and Associations to discuss the is-

sues.
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AILInG 
economy
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T
imes are bad. Indian

economy is reeling

under rising inflation,

budgetary deficits,

slow growth and the terrible fall

of rupee, high rates on imported

goods and many other ailments.

economic experts, think tanks

and the bosses in the corridors of

power are racking their brains to

find a solution to the alarming

problem.

This unexpected damage

comes at a time the entire world

was keenly observing the eco-

nomic potential of India’s vast

population and expecting our

economy to be the world’s

largest by the next decade,

thanks to the strong central plan-

ning and economic controls en-

visaged by Pandit Jawaharlal

nehru and other socialist

founders of the nation. 

This is the time social scien-

tists and economists are talking

Though struggling to get out of myriad 

problems that are dogging the Indian economy,

the country can still be a powerhouse of 

industries, only if it makes major upgrades to 

its roads, ports and power systems. It needs to

reform its labor laws and business regulations

too. But as the country is already in election

mode, the weakness and turbulence are likely to

persist for some more time

Ills of IndIan economy
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about industrialization. According to

experts, industrialization is the

process of social and economic

change whereby a human group is

transformed from a pre-industrial so-

ciety into an industrial one. It is also

a means of modernization.

The problems of economic devel-

opment can only be solved by indus-

trialization the as its main objectives

are reduction of income inequalities,

growth of national income and alle-

viation of poverty. Development and

expansion are closely associated as

revealed by the experience of certain

industrial nations.

Though during the Raj India fol-

lowed a non-industrial model, sev-

eral experts believed that the true

progress lied in industrialization

alone.

It was none other than the then

Prime minister Jawaharlal nehru

who was most outspoken advocate

of industrialization in the early years

of Indian independence. nehru,

being an ardent believer in modern

science and socialism, believed that

industrialization held the key to

India’s success as an independent na-

tion.

nehru focused on two types of

projects, both of which required

large-scale mobilizations of capital

and labour and the importation of

foreign technical expertise: steel

mills and dams. It was he who

NOVEMBER  2013 I Industrial View I 12

"There comes a time in the life of every nation when it stands at the
cross-roads of history and must choose which way to go. But for us

there need be no difficulty or hesitation, no looking to right or left. Our
way is straight and clear—the building up of a socialist democracy at
home with freedom and prosperity for all, and the maintenance of

world peace and friendship with all nations."
Lal Bahadur Shashtri
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launched the first of India’s Soviet-style Five year Plans

way back in 1952.

While working on promoting industrialization, nehru

took a different route from the course taken by his pred-

ecessor mahatma Gandhi. In Gandhi’s vision for inde-

pendent India, the village would serve as the basis for

Indian life.

Industrialization not only offered self sufficiency to

the nation but also promised external economies accru-

ing from its industrial growth. This period gave priority

to heavy industry and viewing the potential of agricul-

ture and exports to be limited. For the administrative

control on industrial competence, the government for-

mulated Industrial Development and Regulation Act

(IDRA) in 1951.

Then came the Import Trade control order of 1955,

that restricted almost all imports in the form of import

licenses. Involvement of Indian state in industrial de-

velopment was extensive as the key industries were

under the states’ control.

Two major shifts took

place under Indira Gandhi.

First, the agriculture was 

revived leading to green 

revolution and secondly, 

further tightening of state

control over every aspect of

the state economy. She 

nationalized banks, restricted

trades, controlled prices

forced on variety of products

and reduced the inflow of

foreign investment.
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Lal Bahadur Shastry who came

after nehru followed the same

footsteps regarding industrializa-

tion.

Later, two major shifts took

place under Indira Gandhi. First,

the agriculture was revived leading

to green revolution and secondly,

further tightening of state control

over every aspect of the state econ-

omy. She nationalized banks, re-

stricted trades, controlled prices

forced on variety of products and

reduced the inflow of foreign in-

vestment. Till 1973, everything

seemed perfect and was the golden

era for the Indian Industries.

Foreign exchange and Regula-

tion Act of 1973 literally shut out

the inflow of new technology from

abroad into India during the 70s

and 80s. After World War II most

of the developing countries fol-

lowed the policies of inward look-

ing industrialization and India was

one of them.

mild trends towards deregula-

tion started in early 1980s. Various

economic reforms were initiated

liberating trade, financial and in-

dustrial policies and at the same

time subsidies, tax concessions

and the depreciation of the cur-

rency enhanced export incentives.

GDP grew over 5% during 80s

as compared to 3.5 % during

1970s. However, the quantitative

restrictions and the tariffs contin-

ued to be among the highest in the

NOVEMBER  2013 I Industrial View I 14

Rajiv Gandhi wanted to liberalise the economy, end the 

licence-permit Raj. To transform the society, he established six

technology missions - to make available drinking water in all 

villages in the country, to promote literacy, usher in a White 

Revolution, and promote health care.
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world. India’s foreign trade re-

serves were exhausted by mid

1991 due to the restrictive policies

and continuous discouragement of

foreign investment.

With the entry of PV narasimha

Rao as Prime minister, the Indian

economy underwent a drastic

change. Rao launched major so-

cial reform in July 1991 in which

the government committed itself

to encouraging a competitive

economy that would be open to

trade and foreign investment.

Government’s influence on cor-

porate investment decisions was

reduced, industrial licensing sys-

tem was dismantled, the areas

closed to public sector  such as

areas of the oil industry, electricity

generation, heavy industry, roads,

air transport and some telecom-

munications were opened up. The

economy opened for foreign in-

vestment.

noteworthy reduction in the

import licenses and tariffs, re-

With the entry of PV Narasimha Rao as Prime Minister, the 

Indian economy underwent a drastic change. Rao launched major

social  reform in July 1991 in which the government committed 

itself to encouraging a competitive economy that would be open 

to trade and foreign investment.
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moval of subsidies for export and begin-

ning of foreign exchange market opened

gates for global integration. ever since

1993, trade is completely free except a

small list of exports and imports that are re-

stricted and after the monetary reforms in

1995, rupee can be considered fully con-

vertible currency at market rates.

In the late 90s, the Indian industry has

recorded a remarkable growth in the past

decade and a half. The number of industries

has doubled in the last fifteen years. Vari-

ous programs were devised and started to

build up adequate infrastructure for rapid

industrialization.

The industrial policy revolving around

the core factors like industrial entrepre-

neurs memorandum, industrial licensing,

environmental issues, locational policy and

policy regulating to small scale undertaking

have helped the Indian industries to grow

rapidly.

But bLater, Atal Bihari Vajpayee pro-

moted the educational sector by making

primary education compulsory and encour-

aging women to study will aid in develop-

ing the economy. He also implemented the

same policies which were launched by PV

narasimha Rao.

Atal Bihari Vajpayee 

promoted the educational

sector by making primary

education compulsory and

encouraging women to

study will aid in developing

the economy. He also 

implemented the same 

policies which were

launched by 

PV Narasimha Rao.
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Prime minister manmohan Singh’s policies

also helped Indian industries to have a good

time and cherished with good benefits and sub-

sidies in the beginning. But things started to

take a U-turn and problems became deep and

stubborn, all the country’s own making.

The UPA government, which took charge of

things in 2004, has made two Himalayan blun-

ders. First, it took for granted that growth was

on autopilot and failed to address serious struc-

tural problems. Second, flush with revenues, it

began major redistribution programs, neglecting

their consequences: higher fiscal and trade

deficits.

India’s unusual model of economic develop-

ment relied on a limited pool of skilled labor

rather than an abundant supply of cheap, un-

skilled labor. The country specialized in call

centers, writing software for european compa-

nies and providing back-office services for

American health insurers and law firms and the

like, rather than in a manufacturing model.

other economies that have developed success-

fully — Taiwan, Singapore, South Korea and

china — relied in their early years on manufac-

turing, which provided more jobs for the poor.

The development of India into a modern in-

dustrialized nation is slow but continuous

process. India should aim to develop suitable

Prime Minister 

Manmohan Singh’s policies

also helped Indian 

industries to have a good

time and cherished with

good benefits and 

subsidies in the beginning.

But things started to take a 

U-turn and problems 

became deep and 

stubborn, all the country’s

own making.
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environment for industries to

flourish, it should to improve the

quality of education, should pro-

vide appropriate compensation

to farmers whose lands are ac-

quired for setting up industries,

avoid political dogma and im-

prove the labor market to help

industrialization flourish.

coming to Andhra Pradesh,

congress chief ministers always

worked according to the cen-

tre’s suggestions. However,

Jalagam Vengal Rao,  Kotla Vi-

jaya Bhaskar Reddy and later

nT Rama Rao helped the state

industries with subsidies and en-

couraged Welfare, Tourism. 

During Kotla Vijaya Bhaskar

Reddy tenue, PV narasimha

Rao allocated 13,500 crores to

the development of Hyderabad.

Undoubtedly all credit of the

tremendous economic growth of

Andhra Pradesh in the past

decades goes to both chandra

Babu naidu and late yS Ra-

jasekhar Reddy.

chandra Babu naidu’s vision

2020 for state’s development

welcomed IT, Pharma, educa-

tion and other Industries with

red carpet to the state. mncs

Nandamuri Taraka

Ramarao reflected 

socialist and 

populist views in

several of his 

policies and 

provided basic 

necessities such as

home, clothes and

food and subsidies

on them for people

below the poverty

line. He was also

an advocate of

women's rights and

worked on a

bill to amend

inheritance law to 

provide equal rights

for women to inherit

ancestral property
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were glad with good packages and there were huge

employment opportunities in Hyderabad and other

parts of the state.

even the then US President Bill clinton made in-

ternational headlines with his visit to Hyderabad on

the invitation of chandra Babu naidu. It attracted

the attention of global entrepreneurs towards Hy-

derabad.

But unfortunately, naidu ensured development

only in and around Hyderabad and ignored agricul-

tural industry that caused him the damage and yS

Rajasekhar Reddy grabbed the power with the slo-

gan of development in all aspects.

ySR provided seven hours un-interrupted power

to agricultural industry. He also slashed the power

tariff to all large-scale and small-scale industries

that helped renovation of industrialization in the

state. He encouraged this sector with the best ever

industrial policies like 25 paise interests and subsi-

Chandra Babu Naidu’s 

vision 2020 for state’s 

development welcomed IT,

Pharma, Education and

other Industries with red

carpet to the state. MNCs

were glad with good pack-

ages and there were huge 

employment opportunities

in Hyderabad and other

parts of the state.
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After coming into power,

YSR signed on the file of

seven hours 

un-interrupted power to 

agricultural 

industry. He also slashed

the power tariff to all 

large-scale and small-scale

industries that helped the

renovation of 

industrialization in the

state. He encouraged this

sector with the best ever 

industrial policies like 

industrial loans to SC/STs

(35% subsidy to 

male-40%to female),

25paise interest to

MSMEs.

His pet schemes like Fees 

Reimbursement, Rajiv

Aarogyasree, and 

Jalayagnam (irrigation 

projects), implemented

4% reservations to

minorities hailed by all US

president George W Bush.
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dies and cash incentives to Sc/STs to promote

Smes.

The biggest ever Port corridor in India (con-

necting Krishna Patnam – Vanpic – machili Pat-

nam – Gangavaram – Kakinada – Vizag through

road on sea bank) was in his mind. He also asked

the bureaucrats and industrialists to develop the

blue print. Agricultural Industry took the major

benefit during his tenure.  His vision towards

water management was excellent.

Present chief minister nallari Kiran Kumar

Reddy is also desparate in the development of

industrial sector especially mSme sector. He as-

sured industrialists that his government planning

to take several shot-term measures including

900 mW power from outsisde sources to over

come the power crisis. It is definitely a big relief

to cottage and small scale industries.

The situation will ease in the month of october

when the Krishnapatnam 1st stage is completed

which will ensure 800mW power supply. Simi-

larly 2nd stage will be completed by December

and 520 mW power from Hinduja power plant

will be ready by the year end.

The chief minister asked the officials to encour-

age power entrepreneurs who are willing to set

up solar power plants as per the norms pre-

scribed by the group of ministers. He also asked

the neDcAP officials to take up roof top solar

net metering on a pilot basis on government

Dr YS Rajasekhar Reddy’s ‘Industrial View’
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Dr BR Ambedkar was the first In-

dian to pursue Economics doctor-

ate degree abroad.  According to

him the industrialization and agri-

cultural industry growth could en-

hance the economy of the nation.

He stressed on money investment

in the agricultural industry as the

primary industry of India. Ambed-

kar’s vision benefited the govern-

ment in accomplishing the food

security goal. He supported eco-

nomic and social development of

the society for nation’s progress.

His D.Sc. thesis "The problems of

Ruppee, its origin and solution

(1923)" reveals the factors respon-

sible for Rupee fall.

-Dr BR Ambedkar

Former Chief Minister and Union

Shipping and Transport Minister,

Kotla Vijaya Bhasker Reddy is

credited as the man of value

based politics. He had strived

for the growth of the industries

in Andhra Pradesh. He was a

highly public spirited politician

and an excellent parliamentarian

and towering personality 

respected by all sections of the

society.
-Kotla Vijaya Bhaskar Reddy  
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welfare hostel buildings. It was also

decided to take up the issue of fixing

rate on the solar power supplied to

the government by individual (house-

hold) power producers.

But the recent developments in

Andhra Pradesh effected the growth of

all sectors. From last one year indus-

trial sector has been dogged by power

problems and the number of Smes is

on the verge of disappearance.

Smes worth Rs 50,000 crores were

already converted into nPAs (non-per-

forming Assets). If, the situation con-

tinues 60 lakh employees (only in

Industries) will lose their livelihood

and directly and in-directly affect the

lives of not less than 3 crore people in

this State.

Here, we have some suggestions.

If bifurcation of the state happens,

the central government should look

into the interest of development of

Andhra, Telagana and Rayalaseema re-

gions that they should accept the below

given three point formula.

central excise Tax, Service Tax

and Income Tax collection from these

regions (for 20 years) should be used

for the development of the respective

regions. That will be an end to the

fund-rising programmes.

ceT, ST and IT are to be exempted

to the new and existing units for five

years in all three regions.

Granting Railway Warn Work Shop

to Telangana and nImZ, IFFco SeZ

to Andhra region will help in develop-

ment.

We are one among the developing

nations in the World. So that we should

resolve our problems in national and

regional level for the industries and go

ahead with future plans. The central

and State governments should look

into this issue and solve all the prob-

lems as early as possible.

The security of all the 

Industries is being taken care of and

don't want any hurdle or problem to

come to the

Industry. IT industry in Andhra

Pradesh making steady growth and is

a significant contributor to socio eco-

nomic development in our State”

Chief Minister, Kiran Kumar Reddy.
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THEY ALSO BLAME HIGH INTEREST RATES

AND POWER SHORTAGE FOR THE PLIGHT

OF THE SMALL AND MEDIUM 

ENTERPRISES IN THE STATE

AP Inc rues lack of
incentives for Smes

nav_Layout 1  11/19/2013  2:49 PM  Page 24



R
epresentatives of various industries bodies, who

spoke at the one-day conference on ‘Revitalising

the Smes’ organized by The Hans India, were

categorical in saying that small and medium enterprises

lacked adequate incentives despite their pivotal role in

the country’s economic growth. They also cited inade-

quate power, high interest rates and lack of access to easy

credit as the prime reasons for the poor performance of

Sme sector in the State as well as across the country. 

“many IT companies such as Infosys and TcS have

begun their journey as Smes and grown into multi-bil-

lion dollar entities now. But unfortunately, governments

are not focusing on Smes now and there are no incen-

tives to start a small or medium enterprise,” JA

chowdary, co-chairman, Andhra Pradesh State coun-

cil, FIccI, Said. 

Speaking at the inaugural session of the conference,

chowdary, who is also executive chairman of Talent

Sprint, lauded the efforts of former Prime minister PV

narasimha Rao, which fuelled phenomenal growth of

IT industry in the country. “IT sector has now become

$100 billion industry primarily because of his initiatives

like STPI. nearly 99 per cent of IT companies in the

country are Smes, but big giants walk away with all the

incentives that government provides,” he explained.

Stating that India is home to 28.7 million Smes that em-

ploy close to 60 million people, K Ramadevi, President,

ALeAP, has lamented that this crucial sector which

plays pivotal role in the country’s economic growth has

been neglected. 

“Though we have proactive government policies, the

lack of proper implementation is hampering the

growth of Sme sector. Besides, high interest rates of

14 per cent have also become bane for us,” she said.

She underscored the need for reducing interests on

the loans given to Smes. “There are some overseas

institutions which are ready to extend finance to

Smes at 0.5 per cent interest rate. Government

should work out a strategy in consultation with in-

dustry bodies of facilitate such funds to the Smes in

the State”, she suggested. 

She also underscored the need for more number of

exclusive mSme clusters in the State. “Such clusters

should be equipped with incubation and skill develop-

ment centres,” she added. APK Reddy, President,

FSme-AP, founded fault with the government for en-

couraging new industrial units when there was no ade-

quate power to the existing ones. “AP has 7 lakh Smes

that employ over 40 lakh people. Unfortunately, 90 per-

cent of them are sick now on account of power crisis

that crippled the industrial sector for the past two years.

most of the units operated just 45 per cent of their pro-

duction capacity,” he pointed out. 

He also said new nPA norms had become bane for

the industries now. “nPA period reduced to three months

from six months, scores of Smes have turned into

nPAs. The fact that nearly 1924 units have become sick

between January and June this year indicates how grim

the situation is,” he explained. J nageswara Rao, Presi-

dent, Fapsia, Said through there is abundant potential for

the growth of Smes in the country, this crucial sector

which contributes nearly eight per cent to the GDP is the

most neglected segment. 

Underscoring the need for support the Sme sector,

he urged the government to ser up separate SLBc (state

level bankers’ committee) for Smes on the lines of the

existing one for the agriculture. “This way, the govern-

ment can conduct periodical review on the progress and

problems of the Sme sector in the State”, he reasoned.

He also sought for an exclusive ministry for Smes in
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Geeta Reddy addressing the entrepreneurs at

the event organized by the Hans India 
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the State. Rao stated that interest

charged on bank loans to Sme sec-

tor should be less than 10 percent.

“Banks are currently charging 14.5

per cent which is very high,” he said. 

Srinivas Ayyadevera, President,

Fapcci, said all the Sme entrepre-

neurs have great ideas, they lack

technical expertise to preserve and

monetize their intellectual property

rights (IPRs). “We, Fapcci, have cre-

ated IPR cells. It will be useful for

Sme sectors if all the industry bod-

ies set up similar cells,” he said. 

P Soudamini, President coWe,

called for special incentives for

women entrepreneurs. “Women en-

trepreneurs face problems due to

lack of access to credit and market.

Therefore, they should be included

in the four per cent quota allocated

for Sc/ST industrialists in the pro-

curement of materials by Union

Government,” she said.

The bankers and the financial insti-

tutions have asked the small and

medium enterprises (Smes) to be

more transparent in their records and

disclose their financial problems

well before they turn as non-per-

forming assets. 

Speaking at a technical session on

“Finance and credit flow”, BK

Sivaram, General manager, State

Bank of Hyderabad said, “If the

Smes submit their financial records

before they become nPAs, it would

be easy for the bankers to reschedule

the loan and save the company.” 

He said that the banks are ready

to take corrective measures only

when they get the balance sheets of

the unit submitted well in advance,

however, most of the Smes tend to

delay submitting the balance sheets,

and may be because they depend on

the financial consultants, be pointed

out. 

APK Reddy receiving memento from Minister for HTLT, KVIC & MSMEs, G Prasada Kumar.

Hans India Editor-in-Chief K Ramachandra Murthy also seen. 

FSME-AP thanking
Editor-in-Chief, The

Hans India, 
K Ramachandra

Murthy for conduct-
ing a special pro-

gramme on
revitalizing SMEs. 
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For instance, company’s delay in

presenting the balance sheets for 60

to 70 days, where a particular loan

turns nPA, if the payment is not

made in 90 days, as per RBI norm,

he added. Further highlighting the

flaws in their way of accounting,

Sivaram said that the value of stocks

submitted to banks differs with

amount shown in the balance sheet.

This would always create problem

for the bankers while evaluating the

financials of the company in sanc-

tioning additional working capital. 

He felt the problems are created

by the entrepreneur himself, may

be due to lack of banking and fi-

nancial knowledge and proper

guidance. Hence, he suggested the

entrepreneurs to be in constant con-

tact with their bankers and obtain

their guidance in finance matters.

Sivaram also suggested to the Sme

association to develop contingency

fund in order to help financially

weak members in meeting their

short-term financial requirements. 

While KV Kannan, General

manager, Andhra Bank, said, the

trade associations should insist the

government to see that the big cor-

porate and public sector companies

to pay their purchases from Smes

in 15 to 20 days credit. 

“As of now, most of the Smes

are able to get the receivables only

after 90 days credit, which is rea-

son for most of the Smes turn de-

faulters,” he pointed out. 

He also felt that the Smes

should expose their problems to

bankers to get remedial measures

before the loan turn measures be-

fore the loan turn nPA. “Banks

have got some limitations and we

have to follow regulations laid by

the banking regulator,” he said. 

Replying to a query Kannan said

there is no dearth of funds for sup-

porting Sme entrepreneurs, but

they have to follow the stipulated

regulations. But he contended that

even they are small, they should

Submit accounts on time

to avoid banks’ default list 

Srinivas Ayyadevara addressing
the gathering at Hotel Marrioit
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have financial discipline to excel in

the business and in the process get

support from bankers. B Sivaram,

Deputy General manager, national

Small Industries corporation, ex-

plained the financial schemes such

as raw material supply, where the

company will buy the raw material

in bulk and supply to Smes in

small quantities. 

“We extend finance for purchase

of raw materials by charging low

interest rate at than the bank inter-

est,” he said. He further said, “We

will pass on the benefits such as dis-

counts etc, received from the sup-

pliers and there is no stock

inspection and easy documenta-

tion.” 

He wanted the Smes to avail the

facility and get benefit. APSFc

chief General manager, chengala

Rayalu said that the corporation is

now extending moratorium on

loans up to a period of 1 to 2 years

depending on the project, and Rs 1

crore loan will be sanctioned by the

branch manager level only. 

The corporation, which main-

tains low nPAs, is offering loans to

services and manufacturing units

besides extending special focus to

extending special focus to Sc/ST

entrepreneurs. “In deserving cases,

we will reschedule the loans and

even extend moratorium by one

more year,” he pointed out. The

corporation is providing loan to the

extent of 75 percent, while the pro-

moter has to bring in 25 per cent, he

said.

Need to inculcate 

entrepreneurial spirit

officials from central govern-

ment institutions and other experts

underlined the need for inculcating

entrepreneurial spirit among

youngsters in the country. They

said lack of risk-taking attitude

among Indians is the main reason

for the country’s inability to create

more number of entrepreneurs

then compared to other countries

like the US. 

Dr c Rani, chief Administrative

officer, national Institute for

micro, Small and medium enter-

prises (ni-msme), who chaired the

second and third sessions on

‘Technology Upgradation and Pro-

ductivity’ as well as ‘entrepreneur-

ship and Skill Development’ at the

one-day conference on ‘Revitalis-

ing the Smes’ organized by the

The Hans India, said not many

people in the country are keen to

become entrepreneurs. “The entre-

preneurship rate is just 15 to 18 per

cent in the country, which is very

less. This is so because we are cul-

turally not able to take risks,” she

said B S Sastry, Aviation engineer,

who explained about business op-

portunities available in aviation

sector, said that Indians should

focus on high-end technology.

“We have enough talent pool

which is being used for multi-na-

tional companies. It is time Indian

entrepreneurs are also in high-end

technology segments such as avi-

ation and aerospace,” he said. 

c Radha Rani, Founder, Vi-

jayawada based RR Sports,

urged the government to encour-

age industrial sector in the State.

“We should develop more and

more industrial clusters in AP so

that more number of Smes will

come up there by creating more

employment opportunities,” she

added. 

G R Akadas, Director, mSme

Development Institute, explained

about various schemes offered by

his institute for development of

mSme sector in the country.

“Besides several innovative

schemes, we also extend finan-

cial help to mSmes in acquiring

information technology and ob-

taining ISo certifications,” he

said. 

U Venkatachalapathi, DGm

and centre Head, nSIc Techni-

cal Services centre, while dis-

cussing about various training

programmes undertaken by the

centre, said that the centre has

been offering 20 varieties of

courses which focus on electron-

ics, electrical, mechanical and

computer technologies. 

Lack of risk-tak-
ing attitude among
Indians is the main

reason for the 
country’s inability to

create more 
number of 

entrepreneurs then
compared to other

countries like 
the US.

As of now, most of
the SMEs are able
to get the receiv-

ables only after 90
days credit, which is
reason for most of

the SMEs turn 
defaulters
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S
mall scale Industries minister G

Prasad Kumar said that the State

government would soon appoint

an expert committee to study the prob-

lems faced by small and medium enter-

prises (Smes) in the State and

recommend corrective measures. Inau-

gurating the one-day conference on

‘Revitalising The Smes’ organized by

the The Hans India here, he said the

government is keen to support the Sme

sector. 

“The chief minister n.Kiran Kumar

Reddy has also shown enormous interest

to strengthen the Sme sector which is

providing employment to lakhs of peo-

ple,” he said. 

The minister, while pointing out that

he couldn’t make any major announce-

ment as election code was in force, said

that he will appoint the expert commit-

tee once the election code is lifted. 

“We will also try to get more budget

from the central government and use

those funds to extend support to the

Smes,” he added. 

earlier, K Ramachandra murthy, ed-

itor-in-chief, The Hans India, in his wel-

come address, said power cuts and lack

of finance had impacted Smes ad-

versely. 

“Smes are facing myriad problems.

The Hand India has taken the initiative

to bring the entrepreneurs and industry

bodies on to a common platform

through the conference to highlight their

problems and find solutions,” he said.

Small scale Industries Minister 

G Prasad Kumar addressing the gathering at

the one-day conference on ‘Revitalising the

SMEs’ organized by The Hans India.

Govt keen on
SMEs’ problems
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The small industry scenario in

Andhra Pradesh is pathetic. As

the days rolled by, the manufacturing

sector had taken a severe beating,

what with a plethora of industries

turning non Performing Assets and

consequently ending up as sick indus-

tries. Resultantly, the allied sectors are

also adversely affected impacting the

State economy, quality and standard

of living in the state. It is regrettable

that such a situation will cast a

shadow on the flow of investments

into Andhra Pradesh, which is often

projected as the most happening State

in the country.

Alarmed over this, many industrial

associations have been pleading with

the government to provide incentive

packages and recommend for reha-

bilitation by the financial institutions

to tide over the crisis. It is worth men-

tioning of crucial role of the financial

institutions in bailing out the mSe

sector from imbroglio. 

moved by the sad plight of the

mSme sector, Federation of Small

and medium entrepreneur (FSme-

AP) took up the cudgels and started a

campaign to transform the ailing sec-

tor into a vibrant segment with a re-

vitalization plan.

Like a dedicated and committed

solider, APK Reddy, President,

FSme-AP, took the initiative and

brought all associations under one

umbrella, working with zeal and zest

for the past decade. The group met re-

gional and central industrial depart-

ments and had given the

representations but all such efforts

proved futile. 

It may be recalled that in 2012,

then commissioner of Industries,

Karikal Valaven supported the thriv-

ing team and with the help of them he

suggested a 14-point formula to the

Reserve Bank of India (RBI). 

The following are the suggestions

made mr Karikal Valaven

1. Grant of Interest Term Lone re-

payable in 3 years with quarterly re-

payments. The ITL should carry

simple interest at 12% p.a. There

should be a moratorium period of one

year. There shall be no penal interest.

2. The principal both in cash credit

and installments’ in term loans to be

packaged as a second Term Loan re-

payable in 5 years. Interest on this

blocked Term Lone should be no

more than 12% p.a. and it should be

as per the original agreement.

BANKS APATHY TOWARDS

MSME SECTOR CONTINUES

APK Reddy explaining the present the industrial status at the SLBC meeting held at Pattabhi Bhavan,

Andhra Bank building at Koti in Hyderabad on 29 Ocober, 2013.
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3. In all the cases their original limits

of sanction should be restored and

cash credit or demand lone released

immediately.

4. Loans should be provided to all

mSmes for purchasing of DG Sets

with simple interest to enable the in-

dustry to survive during Power crisis.

5. Those units that are on the export

markets but have lost them due to re-

cession, packaging credit facilities

should be provided for accessing

those markets again whenever feasi-

ble.

6. Those units that would need Tech-

nology infusion should be granted

separate fresh Term Lone for such pe-

riod as the Technology access and its

productive life demands keeping in

view the cash generation capabilities.

7. All those packages should be cov-

ered under cGTmSe package for all

mSe units up to Rs. one crore limit.

8. Since units have no cash on hand,

margin money or their contribution

should not be insisted upon.

9. Demand for collateral security

should be highly need-based.

10. For all units whose loan require-

ments are below 1 crore, external

credit rating may not be insisted upon.

11.All units located in clusters where

common infrastructure facilities exist

and where the cluster agent is active,

you may please examine the prospect

of extending concessionary interest

rates after they demonstrate the cohe-

sion in their activities with assured

markets.

12. cash credit loans may be sanc-

tioned based on their projected cash

flow and assured work orders instead

of on balance sheet ratio analysis and

past performance.

13. Re-schedulement of loan without

effecting status of the industry.

14. no unit should be made n.P.A

during this period.

In a shocking developing, how-

ever, the RBI brushed aside the sug-

gestions and other recommendations.

even, State Level Bankers’ com-

mittee (SLBc) meeting in the pres-

ence of RBI Regional Directors were

discussing the issues and sending

suggestions but they were put on the

backburner. Till this day, industries

continue to function in pathetic con-

ditions with political uncertainty

plaguing the State for the last four

years. Rather shockingly, every day

about 72 are shutting their shops,

throwing thousands of people out of

their jobs.

The growing chasm between the

mSme sector and the government

has only only aggravated the situa-

tion. So much so, the SLBc meeting

held on october 29 turned to be a

very hot affair with APK Reddy ar-

ticulately raising the issues con-

fronting the mSme sector and

demanded immediate explanation

from the bankers and financial insti-

tutions for the continuing bad shape

Karikal Valaven

Representatives of all bankers 
participated the SLBC meeting
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of the small units.

c Doaraswamy, General manager

& convenor, SLBc of AP (Andhra

Bank), K Anuradha, Asst General

manager (RBI), Dr Rajat Kumar,

IAS, commissioner of Industries,

SV Hanumantha Rao oSD (Fi-

nance), V Prasanna Kumar, Joint

Director, Industries Department, R

Prabhakar Rao, State Director,

KVIc, K Rambabu, General man-

ager, APSFc, KV Kannan, General

manager, Andhra Bank, PK Rath,

Dy Gm- mcG, SBH, K Radhakr-

ishnan Dy Gm-Sme Sulabh, ca-

nara Bank, DSRK Sai Baba,

General manager, APGVB, Waran-

gal, K Rama mohan, AGm, Andhra

Bank, AK Saxena, AGm-Sme,

Bank of India, K Sivaiah AGm, Vi-

jaya Bank, m Bala Bhaskar, chief

manager, SLBc, Andhra Bank, AK

Gupta, chief manager, SBI, J

Dharma Rao, chief manager, SBH,

BHSHV Rama Raju, chief man-

ager, Indian Bank, K mohan, chief

manager, Indianoverseas Bank, P

Reddy Prasad chief manager,

Bank of Baroda, mathew KV, chief

manger, IcIcI Bank, n Jhansi

Laksmi, chief manager, Deccan

Grameena Bank, ch Venu madhav

Rao, manager, SIDBI, n

Veereswara Rao, Asst manager,

Reserve Bank of India, chan-

drakant m Albanur Senior man-

ager-Technical, Union Bank of

India, D narasimha Rao, Senior

manager, APGVB, Warangal, K

Seshagiri Rao, Senior manager,

Punjab national Bank, D Balasun-

daram, Deputy manager, canara

Bank, n Ramanjaneyulu, Deputy

manager, Andhra Bank, Anil S

Wable, manager-PSc, Allahabad

Bank, Gururaj Ainapur, officer

(AFo), Karnataka bank Ltd, APK

Reddy President, FSme-AP, B

Srikanth, FAPSIA, y Tripuramba,

Secretary, ceD, ALeAP, K Sud-

hir Reddy President, Telangana

Industrialists Federation partici-

pated in this meeting.

At the outset convener has wel-

comed all the participants and in-

formed that elaborate discussions

are being held in various forums like

steering committees, SLBcs on ex-

tending finance, nurturing and reha-

bilitation of sick units under Sme

sector including the status of nPAs

ingeneral.

The issues pertaining to individ-

ual units have been discussed and

resolved for redressal in SLIIc sub

committee meetings and SLIIc

meetings. convener impressed

upon banks, the beed to honour the

resolutions of the SLIIc committees

for the benefit of both for banks and

Sme entrepreneurs.

commissioner of Industries,

GoAP, informed that the industry

was buffeted by series of issues like

power crisis, interest burden on

bank loans, raising tariffs, lack of

manpower & raw material, defec-

tive output, heavy rains and political

disturbances etc.

In order to sve this sector it is

necessary toexamine the problems

closely and to resolve them in a time
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bound manner.

KV Kannan, General manager,

Andhra Bank, informed that staff

training colleges are imparting

training to each officer every year

with regard tofinancing mSe sec-

tor, rehabilitation programme and

also coverage under cGTmSe. 

Sr R Prabhakar Rao, State Direc-

tor, KVIc, informed that out state

is the last state in implementation of

PmeGP scheme and he expressed

the need to follow up by all banks

to reach the targets. 

He also informed that out state is

ranked 8th position in coverage of

cGTmSe scheme whereas Kerala

& West Bengal stood 1st & 2nd. He

requested all banks totake all steps

to ensure that all loans given under

PmeGP should be covered under

cGTmSe.

Smt Tripuramba, Secretary,

ceD, ALeAP has informed that

Sme units in the state could not

flourish due to unusual tafiffs, un-

rectified billings, compounding of

penal interests, power crisis, un-

usual maintenance charges, salaries

to workers etc.. Working capital is

being eroded there by the entrepre-

neurs are finding it difficult to run

the units on sound lines.

The SLBc recommended imme-

diate relief package and actions to

the Reserve Bank of India. 

That was discussed in RBI quar-

terly meeting and the Deputy Gov-

ernor, Kc chakrabarty openly

criticized the activities being car-

ried by the bankers in the issue of

Smes.

He expressed his worries over the

future of bankers, if the drastic situa-

tion continues.

The points are:

All banks should strive to

achieve the set targets under Sme

lending and coverage of units

cGTmSe.

Sensitization on coverage of

Sme finance under cGTmSe on

a campaign mode at the District

level involving the Gm, DIc, all

Banks, LDm, Industry Associa-

tions, etc..

Banks are requested to open

more number of branches in

mSme clusters to cater the finan-

cial needs of the mSme units.

Banks are advised to respond

positively and submit compli-

ance to the action points emerged

in the SLIIc and SLBc immedi-

ately.

Banks are requested to exer-

cise the discretionary powers to

overcome the specific problems

in the state.

Industry associations are ad-

vised to sensitize the beneficiar-

ies to submit their

rehabilitation/restructuring pro-

posals within the timelines stipu-

lated.

Banks are requested to exam-

ine the proposals on case to case

basis

Beneficiaries are advised to

maintain transparency of data

furnished by them in provisional

balance sheets.

GoAP and Department of In-

dustries to look into the issues on

power etc., and resolve the same.

Government may examine the

creation of Risk Fund for Sme

units as a part of relief measures.

office of the commissioner of

industries is requested to issue

the revised guidelines proposed

to be amended with regard to

APSSIRS scheme, 2006.

Based on the discussed points in the meeting SLBC made a list of 
immediate action plans to all banks, LDMs, Industry Associations,

GoAP & Office of the Commissioner of Industries.

KV Kannan, General Manager, Andhra Bank speaking during the SLBC

meeting. Prabhakar Rao (Director-KVIC), Rambabu (General Man-

ager-APSFC) are also seen.
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R
BI Deputy Governor Kc chakrabarty on Sat-

urday lambasted public sector banks for the ris-

ing bad loans, saving they sat on the “menace”

far longer than their private sector counterparts.

In a well-researched presentation at Bancon 2013, an

annual banking conference, the Deputy Governor also

rubbished claims by banks that non-performing assets

(nPAs), or bad loans, have been raising because of the

economic slowdown.

on the theme of the Bancon 2013- ‘Banks of the fu-

ture; Gearing up to meet the emerging environment’ –

chakrabarty said: “As a regulator, I do not have the lux-

ury to take about the banks of the future; I am more con-

cerned about the future of the banks. one factor

affecting the future of the banks is non-performing as-

sets.”

He provided data to establish that nPAs had started

rising from 2007, before the financial crisis. He said

fresh slippages showed a declining trend from early

2000s, but started rising since 2006-07.

It is not as if the economic slowdown has affected

“public sector banks alone”. Private sector banks and

even foreign banks have been able to deal with the nPA

menace better, chakrabarty added. The key, according

to him, was that these banks identified the problem ear-

lier.

The central banker underscored the importance of

regulation in dealing with the nPA problem. “Banks

ask for softer regulations (for provisions) when nPAs

increase, while data show that when regulations are

tightened, asset quality improves.”

Prudential norms (like higher provisioning) are in the

interest of the banks, he said, urging lenders to put in

place a contingency plan when they lend to infrastruc-

ture –based projects such as coal mining and gas-based

plants.

When pointed out that public sector banks face ex-

cess stress because they have to lend to public enter-

prises, chakrabarty said: “For government companies,

the project appraisal has to be more stringent. The more

powerful the borrower… your appraisal has to be more

stringent.”

Responding to the comments, K.R. Kamath, chair-

man and managing Director of state-run Punjab na-

tional Bank, said: “We have to learn from the past and

utilize the opportunities that are available to us.” Ka-

math, who is also the chairman of the Indian Banks’

Association, termed the deputy governor’s speech as

“introspective”.

on the point about banks pulling the plug on wilful

defaulters, m.narendra, cmD, Indian overseas Bank,

said banks are slowly moving in that direction.

I am concerned about future
of  banks: KC Chakrabarty

KC Chakrabarty, Deputy Governer, RBI
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The YSR Congress Party has submitted a 

memorandum to the 14th Finance Commission on

September 13, 2013 on devolution of  Central Taxes

to states and other 

issues. Here are some excerpts of  the letter written by

DA Somayajulu, YSR Congress Party’s Political 

Affairs Committee member (on behalf  of  YSRCP)

Economy in 
dire straits
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H
on’ble chairman and

Hon’ble members of

Fourteenth Finance com-

mission,

We sincerely thank you for the

opportunity given to us to make

our submissions on the subject of

devolution of central taxes to

States. This mainly covers two is-

sues viz,

(1)What and how much of the

central Revenues should be

distributed among States?

(2) What weightage should be as-

signed for various factors for

apportionment of the divisible

central revenues among vari-

ous states?

Before discussing the above is-

sues, I would like to express seri-

ous concern at the way the central

Government is virtually messing

up country’s finances and as to

how the country is being dragged

into an irretrievable debt trap and

unprecedented foreign exchange

crisis. even in 1991 when India

faced its biggest foreign exchange

crisis, it had a current Account

Deficit of only 2.6% of GDP. As

against that, today India has more

than 4.5% cAD. It is reported that

the short term debt burden with

one year maturity has reached

about 25% of the total external

debt, substantially pushing up the

country’s short term debt repay-

ment obligation, further jeopard-

izing the already worsened. for-

eign exchange position of the

country.

The fiscal deficit has been up-

wards of 5% of GDP in each of the

last four years and about 80% of

this is going for meeting the rev-

enue deficit. Because the central

Government has been recklessly

borrowing money not for stepping

up public expenditure and plan ex-

penditure but for funding its ever

mounting revenue deficit, the RBI

strangely has been starving the

corporate sector of its due share of

funds. With the result, the corpo-

rate sector, which is the main ve-

hicle of India’s economic growth,

is only seen in a casino called

stock exchanges where so much

depends on the throw of the dice

and not on the fundamentals of In-

dian economy. The Union Finance

ministry in its July 2013 monthly

report said

‘overall growth in the Index of

Industrial Production (IIP) was (-

) 2.2 per cent during June 2013 as

compared to (-) 2.0 per cent in

June 2012. During April- June

n What and how

much of the Central 

Revenues should be

distributed among

States?

n What weightage

should be assigned

for various factors

for apportionment of

the divisible Central 

revenues among 

various states?
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2013-14, IIP growth was (-) 1.1

per cent as compared to (-) 0.2 per

cent in April- June 2012-13. eight

core Infrastructure industries reg-

istered 0.1 per cent growth in June

2013 as compared to growth of 7.9

per cent in June 2012. During

April- June 2013-14, these sectors

grew by 1.6 per cent as compared

to 6.9 per cent during April-June

2012-13.’

The same Report brought out

that the Revenue Receipts of the

central Government for the first

quarter of the current fiscal was -

1.3% over that of the correspon-

ding figure of the previous year,

which was 30.6% over its previ-

ous year. At this rate, where is the

country going? What a sad state of

affairs!

I have never known Indian

economy being in such dire straits.

There is no coal, no gas and no

electricity in the country with

about 60% of Sme sector units

virtually closing their shops, many

of them converted into nPAs (non

Performing Assets). The prices of

essential commodities are going

up. The saddest thing is that at the

end of the first quarter, as a pro-

portion of budget estimate, the ac-

tual fiscal deficit and revenue

deficit during April–June 2013

were 48.4% and 55.4% respec-

tively, as against what should be

25%. This means India’s revenue

and fiscal deficit are going to go

through the roof, further fuelling

inflation. In the last fiscal itself,

the interest on borrowings ac-

counted for more than 30% of the

central Revenues. Given the cur-

rent performance, there will be no

surprise if interest on loans will go

upto 50% of central Revenues.

citing external factors as respon-

sible for the present mess up is

completely incorrect as India with

its $300 billion exports and $500

billion imports has one of the low-

est exposures in international

trade. Despite this, the central

Government goes on announcing

one cSS or the other having huge

revenue impact. They want to pe-

nalise all the states even for minor

violations of the FRBm act, while

they themselves have been behav-

ing most irresponsibly. one of the

important items of ToR for the

Fourteenth Finance commission

is about the central revenues also.

Given the present situation,

how will the 14th Finance com-

mission go about its task in dis-

tributing central revenues, which

started registering negative

growth rate? yet, the show must

go on. Hence, the following sub-

mission!

What and How much of the

central Revenues should be dis-

tributed among States?
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Various Political Parties and

various State Governments have

represented to the Thirteenth Fi-

nance commission that the cesses

and surcharges along with the

non-taxable revenues of central

Government also shall become

part of the divisible central rev-

enues, which presently include

only customs Duty, excise Duty,

Service Tax and Direct Taxes. It

was also submitted that the indica-

tive ceiling on all revenue account

transfers be fixed at 50% of the

centre’s gross revenue receipts.

The Thirteenth Finance commis-

sion, however, did not accede to

the request of the States for inclu-

sion of cesses and non tax rev-

enues for division among the

States. They recommended rising

of this indicative ceiling to only

39.5% of the centre’s gross rev-

enue receipts. Further, the thir-

teenth Finance commission

recommended that the share

of states in net proceeds of

shareable central taxes shall

be 32% in each of the finan-

cial years from 2010-11 to

2014-15, as against the demand

of 40% by majority States of the

country. The main reasons why

the central Government should

agree for much higher levels of

devolution compared to the 32%

that they recommended are given

below.

(1) Prior to 1991, central Public

Sector played a very crucial

role in building Indian econ-

omy, especially for employ-

ment and revenue generation

and for removal of regional

disparities. The central Gov-

ernment in keeping with its

commitment for Regional Bal-

anced Development of the en-

tire country, used to ensure that

proportionate industrial invest-

ment has been made in all the

States in the country. Besides,

using the industrial licensing

mechanism, Government used

to ensure that there was reason-

able dispersal of industrial

units in all regions of the coun-

try. For instance, in our own

state, many large Public Sector

Units like

BHeL, HmT, HAL, IDPL,

HcL, ecIL, BHPV, mID-

HAnI, BDL, Vizag Steel Proj-

ect, ordnance Factory, nFc,

BeL and many more such proj-

ects were set up by the central

Government and these projects

together with their ancillaries

have provided employment to

lakhs of work force in the Sate,

in addition to generating sub-

stantial revenues to the State

Government.  During the first

3 decades, many prestigious R

& D laboratories like ccmB,

DRDL, DLRL, DmRL, nIn,

nRSA, nGRI, IIcT, Sri-

harikota Satellite Launching

Pad and IcRISAT were set up

in AP and this has positively

helped AP to emerge as one of

the important knowledge Hubs

in the country. All these initia-

tives have enabled the local en-

trepreneurship to blossom, so

much so that today AP is the

largest producer of bulk drugs

and cement in the country.

With the Government of India

opting out of further invest-

ments in Public Sector and

with the removal of licensing

system for industrial promo-

tion, it has essentially be-

come the responsibility of

the State Governments to

develop world class infra-

structure for attracting

industrial investments,

which requires substan-

tial additional invest-

ments by the state

governments compared to

the pre-1991 era. It should

also be implied that there

are more surplus funds in the

hands of central Government;

now that they have stopped in-

vesting in Public Sector and by

implication those funds should

be transferred to the state gov-

ernments for creation of infra-

structure. The 14th Finance

commission should therefore

come out with a methodology

to make greater allocations to

the states that have been em-

barking upon creation of good

infrastructure facilities and set-

ting up of institutions like

SeZs. Additional devolution
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should also be made to state

governments that are setting up

exclusive institutions for up-

grading the skills and produc-

tivity levels of our labour.

(2)India is such a huge country

that some of the States are big-

ger than many countries in the

world both in terms of area and

population. each State in India

has its own varying levels of

development and prosperity

among various districts, vary-

ing levels of Human Develop-

ment Index, varying resources

and therefore each State should

be allowed to develop its own

socio economic strategy con-

sistent with its resources and

priorities. Unfortunately, every

year the Union Government

has been adding one centrally

sponsored scheme (cSS) or the

other. For instance, the nReG

Program which is intended to

provide a minimum of 100

days employment in the years

of drought to rural population

is implemented across the

country even in years of excess

rainfall. Besides, this scheme

will be of little relevance to

States in the Indo-Gangetic

plain as they do not depend so

much on the rains in their own

states for their Agriculture. As

against that, the situation is

completely different in respect

of States that are located in

south of Vindhyas, where even

the river system is rain depend-

ent. We have seen in our own

State as to how for about 5 out

of last 15 years the important

rivers virtually ran dry. So, it is

inexplicable as to how the cen-

tral Government is implement-

ing such schemes uniformly all

over the country? Similarly, the

central Government has been

implementing RKVy for in-

centivising States that will

meet the targets of achieving

average annual growth rate of

4% besides enhancing the food

grains production of the coun-

try by 20 million tonnes in a

five years period. This whole

scheme has become counter-

productive because of the for-

mula that was adapted to

incentivise States, as this has

nothing to do with the out-

comes. States that maintained a

particular level of budgetary al-

locations for Agriculture and

allied activates in proportion to

their plan expenditure were

given this incentive, irrespec-

tive of whether they really

achieved the targets set out in

the national Food Security

mission. We really wonder as

to how the central Government

can fix a uniform basis for the

whole country, particularly in

respect to Agriculture, which is

completely location specific.

For example, Andhra Pradesh

itself has identified 322 farm-

ing situations, each of which

requires a different strategy and

different levels of investments.

Already many States in the

country have their own poverty

alleviation programs based on

the local requirements. Some

States like Andhra Pradesh,

thanks to the commitment of

Late Dr. y S Rajasekhara

Reddy, have implemented a

plethora of welfare measures

offering food security, old age

security, health security, hous-

ing and access to education at

Government cost on a satura-

tion mode even while remain-
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ing FRBm compliant, without

any Revenue Deficit and with-

out increasing rates of  VAT,

municipal taxes, water charges,

RTc charges and Power

charges to any class of con-

sumers over a full five years

period 2004-09. It is submitted

that the States are better placed

to understand the needs of

the people and have the

required capacity to pri-

oritise expenditure

within the framework

of FRBm act.

In the light of this, the

Union Government may

kindly consider dispensing

with a large number of cSS

programs and instead make

higher revenue devolution to the

States and allow them to make

their own choices for spending

money on the welfare of the peo-

ple and development programs. It

is strongly urged that the Four-

teenth Finance commission

should consider adding cesses and

surcharges and non-taxable rev-

enues of central Government to

the present divisible taxes and of

that atleast at 40% should be

shared by the Union Government

with states.

What weightage should be as-

signed for various factors for

apportionment of the divisible

Central Taxes among various

states?

The Thirteenth Finance com-

mission has recommended the fol-

lowing weights for devolution of

central Taxes among various

States of the country.

The Thirteenth Finance com-

mission has given highest weigh-

tage of 47.5% for Fiscal capacity

distance. According to the report,

“the Fiscal distance is obtained for

each state by the distance of its es-

timated per capita revenue, from

the estimated per capita revenue

of Haryana, the second highest in

the per capita income ranking

after Goa. The distance so com-

puted for all states, barring

Haryana and Goa, defines the per

capita revenue entitlement of each

state based on fiscal distance. For

Haryana and Goa, a revenue enti-

tlement of Rs. 100 per capita has

been assigned. For maharashtra,

with average per capita GSDP

slightly lower than that of

Haryana, the fiscal distance com-

puted based on the procedure de-

scribed in the earlier paragraph

worked out to be negative. We

have assigned it a notional rev-

enue entitlement of Rs. 100 per

capita, at par with Haryana and

Goa. These per capita entitlements

are then multiplied by the respec-

tive 1971 population figures of

each state to arrive at the share of

each state in tax devolution. We

have assigned a weight of 47.5 per

cent to the fiscal capacity distance

criterion. The use of average tax-

to-GSDP ratios specific to each

category neutralizes to an extent

the fiscal disadvantage of special

category states in terms of tax ca-

pacity. Finally, another principle

governing devolution has to be

cost disability, so that the amounts

devolved conform to equity-based

fiscal need, modified by differing

costs of service delivery. cost dis-

ability affects both general and

special category states.” The in-

tent is to estimate per capita fiscal

capacity at reasonably comparable

levels of taxation by application of

the observed group average. This,

in our opinion, is not the best way

of devolution of funds. Perform-

ing States with higher revenues to

GSDP ratio and higher Per capita

GDP or Per capita net State Do-

mestic Product will be punished

and States which continue to re-

main backward because of mis-

governance will continue to get
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incentivized, which the country

should not encourage. The impor-

tant consideration should be the

Human Development Index of

each of the 600 odd districts in the

country. Per capita estimates by

themselves do not reflect the cor-

rect position of a particular State.

Within each State there are large

variations of Per capita income,

Human Development Index and

other parameters. Just because

Andhra Pradesh has very high Per

capita tax revenue, it does not au-

tomatically ensure better Human

Development for all the people

living in different districts in the

State. For instance, the GSDP of

maharashtra is Rs. 13.72 lakh

crores for the year 2012-13 and

naturally it has the highest per

capita income among big states in

the country. The finance commis-

sion considers that all the 35 dis-

tricts of maharashtra are equally

developed and have the same Rs.

1.5 lakh per capita income. Unfor-

tunately this is not true. nine of

their 35 districts in maharashtra,

not only have per capita incomes

lower than that of the State aver-

age but also lower than the coun-

try’s average of Rs. 61,656 for the

year 2011-12. 17 districts in all

have lower per capita income than

the State average. These districts

are as bad as those in orissa or

Bihar or other places. Same is the

case with Andhra Pradesh, which

had per capita income of

Rs.60,703 for year 2010-11 as

against national average of Rs.

54151. 9 out of 23 districts of

Andhra Pradesh have per capita

incomes lower than that of na-

tional average and of the balance

14, ten districts clearly have much

lower per capita income than the

State average. maharashtra does

not mean just mumbai and Pune

cities, where only 15-20% of the

State’s population lives; it in-

cludes all those living in semi

urban and rural areas. For exam-

ple, as per latest RBI statistics,

whereas the total bank lending in

maharashtra as on December 31,

2012 was Rs. 14.36 lakh crores,

the urban centers accounted for a

lending if Rs. 13.67 lakh crores,

while the balance 75% of people

in the State are availing of a bank

credit of Rs. 69,000 crores. Simi-

larly for Andhra Pradesh, as

against the total bank lending of

Rs. 4.10 lakh crores as on 31-12-

2012, about Rs. 3 lakh crores is in

urban metropolitan areas where

less than 20% of the State’s popu-

lation lives. And going by the av-

erage nSDP, if whole of

maharashtra is considered is a

super-rich state and are not given

even one rupee under this weigh-

tage, how sad it is? Is it not a trav-

esty of justice? The State GDP is

mainly driven by the services and

industry sectors which hardly em-

ploy 20% of the state’s population.

These are few islands of prosper-

ity surrounded by ocean of

poverty. most of this GDP is con-

centrated in very few large urban

areas and is unable to percolate to

the lowest levels and do not bene-

fit large sections of people, who

continue suffer substandard life. If

the States are denied their due

share of devolution, it will be a big

mistake. It is unfortunate that per-

forming States like maharashtra

(5.28%), Gujarat (3.08%), Tamil-

nadu (5.04%) and Andhra Pradesh

(7.04%) continue to get lower per-

centage of devolutions than states

like Bihar which gets 11% and UP

which gets 19.98% of the central

devolutions. The equity should not

mean dis-incentivizing better per-

forming States and incentivizing
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non-performance. But unfortunately this is what

has been happening in the last 50 years. In the light

of this, it is requested that this weightage of 47.5%

be reduced to 20%, distributing the balance 27.5%

to parameters like population, area, social sector

spending and higher plan outlay.

(1) Para 7 of the ToR says that in making its rec-

ommendations on various matters, the commis-

sion generally take the base of population

figure as of 1971 in all cases where population

is a factor for devolution of taxes, grants and

aid; however, the commission may also take

into account the demographic changes that

have taken place subsequent to 1971. For a long

time now, the Government of India has been

following 1971 census as the base for tax de-

volutions. now, the Government is empower-

ing the commission to also take into account

the demographic changes that have taken place

post 1971. This particular sentence is adding

confusion, as the first sentence very clearly re-

quires the commission to adopt 1971 base as

the sole criteria for devolution. If subsequent

changes in demography are taken into account,

state like Andhra Pradesh which took great

pains and made huge investments for family

welfare will be put at a disadvantage as their

population share in that of the country has

fallen from 8% in 1971 to 7% in 2011. At a time

when the greatest need of the hour is to reduce

population growth, if by any chance the com-

mission alters the base year, it will tantamount

to incentivising states that are not bothering for

effective implementation of population control.

We therefore strongly urge that 1971 popula-

tion base should be taken as the basis for devo-

lution of taxes and revenues from centre to

States.  This weightage should be increased to

30% as this is the biggest equity factor in a

country like India which is placed at 138th rank

by the Human Development Report of UnDP,

which takes into account 74 important param-

eters like health, housing, education, sanitation,

democratic rights, empowerment of women,

environment etc that define the life of  quality

of people. This clearly establishes that about

70-80% of the population of India irrespective

of the state in which they live are leading a life

of abject poverty. Therefore, it is strongly rec-

ommended that population should be given the

highest weightage of 30% for devolution of

central revenues.

(2) The need of the hour is to step

up the economic growth of every

State. After all, the GDP of the

country is nothing but the sum total

of the GSDP of all the states. Higher

the investments, higher will be the

GSDP. Higher GSDP means higher

revenues in the hands of the State

that can be used for stepping up

governmental and public expendi-

ture. That Private investments grow

only in tandem with Public invest-

ments is a well-known fact. There-

fore, States having better revenues

should be allowed to borrow more

for stepping up the Public and Gov-

ernment expenditure so as to catal-

yse the Private investments for

giving a push to the GSDP.  on the
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recommendations of the 12th Finance commis-

sion headed by Dr. c Rangarajan, the Parliament

has enacted Fiscal Responsibility Budget man-

agement act 2003 providing, inter alia, that the

Revenue deficit should be brought down to zero

by the year 2008-09 and the fiscal deficit should

be maintained at 3% of GDP. most of the State

Governments are reporting compliance with these

provisions. It is respectfully submitted that there

is a mistake in linking the fiscal deficit, which is

nothing but the net borrowings of the State Gov-

ernment for a particular year to Gross State Do-

mestic Product. The borrowing limit has nothing

to do with the GSDP. Infact it is more to do with

the State’s own revenues, as the repayments are

made out of the revenues of the State and not out

of the GSDP. moreover, it is not necessary that

the revenues bear a standard ratio/proportionality

to the GSDP. For instance, AP has a State owned

revenues to GSDP ratio of 10.71% for the year

2012-13, as against 5.54% for West Bengal,

7.59% for maharashtra and 6.10% for Bihar. This

clearly shows AP has been able to raise higher

level of revenue income for the same GSDP than

other states and therefore should be allowed to

borrow more than other states which have low

revenues to GSDP ratio. In the light of the above,

the commission is requested to recommend a

change in the eligibility for borrowings by the

States by scrapping the present FD/GSDP ratio

formula and by linking borrowings to revenues.

otherwise some of the States will get into irre-

trievable debt trap, if they have not already got

into.

(3) one of the reasons why Andhra Pradesh has been

able to achieve much higher States own revenues

ratio to GSDP than many other states is because

of the decisive steps taken by Dr y S Rajasekhara

Reddy to increase economic buoyancy in the

State. He did not believe in increasing tax rates.

Increasing economic base

was his top priority. This

is evidenced by the fact

that for each of the last 10

years, AP has been having

highest plan expenditure

for any State in the coun-

try, with the possible ex-

ception of Uttar Pradesh

In just one or two of the

last ten years; it is impor-

tant to note that UP has

more than twice the pop-

ulation of Andhra

Pradesh. The total Plan

expenditure in the State

has gone up from

Rs.10,366 crores in 2003-

04 to Rs.32,701 crores in

2008-09, which works out

to a cAGR of 26%. Plan

expenditure/total expen-

diture for 2008-09 worked out to 40.5% of total

expenditure as against 27% in 2003-04. This was

highest for any state in the country. Similarly, the

capital expenditure has gone up from Rs.3,804

crores in 2003-04 to Rs.10,359 crores in 2008-09.

It is reported that even as per the 12th Five year

plan projections, AP will have the highest plan

outlay in the country. naturally, this will add to

the country’s growth and state’s like AP should be

incentivised. Similarly, AP, under the leadership

of Dr y S Rajasekhara Reddy is the first state to
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have implemented a large number of welfare pro-

grammes in proportions unheard of in any state in

post independent India. The Governor’s Address

2013 stated that AP which occupied 23rd place in

India in 2003 in terms of implementation of

poverty alleviation programmes under the 20-

point Programme has now reached first rank in

the country. This is not an ordinary achievement.

This could never have happened but for the im-

plementation of a large number of welfare pro-

grammes by Dr y S Rajasekhara Reddy

government. The outlays on irrigation and weaker

section housing essentially drive the Plan expen-

diture of our state. you may also kindly consider

a special grant for Irrigation projects in our State,

as they contribute more towards the national

Food Security than of our State.  We request you

to also consider coming up with a mechanism of

sharing a part of our expenditure on free power

for agriculture as that too is going towards con-

tributing to national food security.  As we have

seen, from our own experience, the capital invest-

ments on Irrigation Projects will have an all-round

beneficial impact on the economy.  Because we

are implementing a large number of irrigation

projects and weaker section housing programme,

the cement and steel industries in our State have

doubled their capacities. It is requested that the

commission should give a high weightage of

25% for the devolution of central funds to States,

which have been consistently stepping up the plan

expenditure comprising, among others, plan out-

lays on irrigation and weaker section housing, and

implementing welfare programmes, as the very

essence of governance is to improve the quality

of life of people through improved investments..

(1) The biggest challenge our country is facing today

is the low growth rate in agriculture and stagnated

productivity levels, contributing to perpetuation

of low levels of incomes for about 60% of our

population dependent on agriculture.  The average

annual growth rate for Agriculture and allied ac-

tivities in the country has fallen to 2.3% in the

post reform period (1991-2012) from 5.2% per

annum for the preceding decade 1981-1991. This

is a very substantial fall in the incomes of the

farmers, particularly considering the fact that such

low level of growth has been persisting over two

decades. When Agriculture fails, the entire rural

economy fails. This is precisely what has hap-

pened in our country. In 1991 only 20 out of 630

districts in India were declared as naxal affected.

Thanks to the failure of Agriculture, by 2004 as

many as 200 out of 630 districts in the country are

declared as naxal affected. Unless we do some-

thing very substantial for improving farmers' in-

comes, in the long run, we cannot achieve

sustainable growth, let alone inclusive growth.
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Besides, with our population

growing at more than 2 crores

per annum and the global trad-

able surplus in foodgrains com-

ing down because of

developing countries convert-

ing their lands to bio-fuel

crops, augmenting additional

domestic foodgrains produc-

tion becomes the top priority.

In recognition of this alarming

position, the Government of

India launched the national

Food Security mission in 2007,

although belated. The results

are not very encouraging. As

there has been no major tech-

nological breakthrough in agri-

culture in the last two decades,

the only way we can increase

the productivity and conse-

quently the farmers' incomes is

by making more water avail-

able to farmers.  This is pre-

cisely what Dr y S Rajasekhara

Reddy Government had done.

our State invested substan-

tially in Irrigation and in subsi-

dizing agricultural power. The

results were very positive. The

Telangana region gained im-

mensely from subsidized

power so much so that in year

2008-09, the Telangana region

produced 80 lakh tonnes of

food grains, which is more than

the total food grain production

of Tamilnadu. If only free

power was not extended, this

would not have been possible

and the State would not have

been in a position to contribute

upwards of 90 lakh tonnes of

Rice to the central pool. The

State achieved an average an-

nual growth rate of 6.87% for

Agriculture and allied activities

for the five years period 2004-

2009. Utilisation of every drop

of water available in the State

becomes very important for

improving productivity in

Agriculture. The Jalayagnam

program and the subsidized

power program in the State

have gone a long way in im-

proving the productivity and

production of food grains in the

State. The foodgrains produc-

tion in the state has increased

from 136 lakh tonnes in 2004

to 204 lakh tonnes in 2009. AP

became the second largest pro-

ducer of milk in the country,

while continuing its predomi-

nance in horticulture, fisheries

and animal husbandry sectors.

As whatever additional food

grains our State is producing is

essentially for meeting the na-

tional Food security rather than

meeting our own State’s re-

quirements, we strongly urge

that the Finance commission

should give a very high weigh-

tage in devolution of central

taxes to the states producing

additional food grains produc-

tion. It is requested that states

which are contributing to the

national food security should

be incentivised by allocating at

least 5% of the central rev-

enues in the devolution under

the 14th Finance commission.

The central Government

should also agree for sharing

power subsidies incurred by

the states out of their revenues

as the foodgrains thus pro-

duced are meeting the national

food security.

(2) Area of the state is as impor-

tant a parameter as population

in governance related issues.

The Thirteenth Finance com-

mission has given a weightage

of 10% for this parameter. Un-

fortunately, they have also rec-

ommended that a minimum of

2% out of this 10% will be

given as devolution to States

whose area is less than 2% of

the geographical area of the

country. consequently, even if

a State has just 0.5% of the

country’s geographical area,

they will still get 2% of the

10% earmarked for this param-

eter. With the result, the size of

the cake will substantially

come down and States like

Andhra Pradesh which has

nearly 9% of the geographical

area of the country will effec-

tively end up getting 6 or 7%

share, which is absolutely un-

just. If a state has a large Area

to manage, naturally its admin-

istrative expenditure in terms
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of delivery of services and maintenance of law

and order will be very high. Given the extremist

movements in most parts of the country, espe-

cially in states with large extents of forests, ad-

ministration is becoming very expensive.

Therefore, higher weights should be attached for

this parameter than the present 10%. In light of

the above, it is requested that the weight for this

parameter be increased to 15%. It is further re-

quested to drop the 2% condition for States hav-

ing less than 2% of the country’s geographical

area.

(3) Administrative reforms, decentralization of gov-

ernance and giving top priority to environment

and ecology with a proper trade off with growth

and development are very important. Post 1991,

there has been a paradigm shift in governance in

the country. The role of states in economic devel-

opment and promoting human development has

increased phenomenally. Unfortunately, most of

the states have not built back up think tank insti-

tutions, much less integrating them with gover-

nance. This is very important. The Finance

commission must incentivise states by offering

additional funds for creating such institutions.

In the light of the above, we request the commis-

sion to reduce the Fiscal capacity Distance weigh-

tage from 47.5% to 20% and the balance 27.5% has

to be transferred to parameters like population, area,

plan expenditure in proportion to total expenditure

and for social sector spending. Special weightage

should also be given to  states which are con-

tributing to national Food Security by offer-

ing power

subsidies

f r o m

their budgets. We also request that population should

be reckoned as at 1971 base. We further request that

the criteria for fiscal deficit should be changed. It

should not be linked to GSDP; instead the eligibility

for borrowing shall be on the basis of states own rev-

enues. States with better revenue buoyancy should

be given permission to borrow more for stepping up

public expenditure. After all, loans are repaid out of

the revenues of the State and not out of GSDP.

In sum, we request the following weights for de-

volution of Central Revenues:

Criteria and Weights for Tax:

Devolution Criteria Weight

1. Population (1971)                                       30%

2. Area                                                            15%

3. Fiscal capacity Distance                            20%

4. Plan expenditure proportion to total

expenditure & Social Sector expenditure   25%

5. States contributing foodgrains                                 

for national security                                    5%

6. Administrative Reforms etc                        5%
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Mekapati Rajgopal Reddy

CMD

VDB PROJECTS (P)LTD

Indira Nagar, Bengalore
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Powerhouse 
of production

With copious reserves of natural resources and excellent
manpower, Andhra Pradesh can be the frontrunner of indus-

trial growth in the country, if the economic, industrial and po-
litical experts prepare a blueprint for exploring the vast

potential. 
A treasure trove of natural resources and abundant man-

power, Andhra Pradesh is one the most potential states in the
country for industrial prosperity. With having huge reserves of

minerals including coal, oil and natural gas, bauxite, lime-
stone, gold, diamonds and more, the state plays a pivotal role

in the industrial growth in South India.
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I
t has a host of infrastruc-

ture facilities including

industrial development

areas, industrial estates,

growth centres and special

complexes like a chemical

complex, plastic complex,

leather complex and a soft-

ware technology park. 

All these eventually lead

to a cosmopolitan environ-

ment with good quality of

life at comparable costs.

With having a skilled and

dedicated workforce, the

state is home to a large num-

ber of universities, technical

colleges, ITIs, polytechnics

etc.

These are what make

Andhra Pradesh the right

choice of business endeav-

ors, with all inherent

strengths of a dynamic in-

dustrial economy.

Andhra Pradesh is well

connected internally by air.

Regular air services are of-

fered among Hyderabad,

Visakhapatnam, Vijayawada

and Tirupati by regional air-

lines.

Andhra Pradesh has one

major port in Visakhapatnam

and two intermediate ports in

Kakinada and machilipat-

nam. The State also has

minor ports at Krishnapat-

nam, Gangavaram,

mutyalampalem, Bhavana-

padu, Kalingapatnam,

Bhimunipatnam, narsapur,

nizamapatnam, and Vo-

darevu.

The government has taken

a major initiative for the de-

velopment of port infrastruc-

ture in State. Three ports

namely Krishnapatnam,

Kakinada and Vodarevu have

been privatised Gangavaram

is also process being priva-

tised.

Roads are the most impor-

tant means of transport in

Andhra Pradesh. The State,

being predominantly an agri-

culture-oriented economy,

depends on road transport for

the movement of agricultural

produce and raw and fin-

ished material.

Also Andhra Pradesh has

the third largest installed

power capacity in the coun-

try.               

Human Resources 
Skilled and dedicated workforce in the

state is next to none in productivity. A

nASScom (national Association of

Service and Software companies),

study shows that 23 percent of India's

software professionals are from Andhra

Pradesh. There are also several

renowned universities, technical col-

leges, ITIs, polytechnics etc. There are

more than 50 prestigious central and

State research and training establish-

ments like Administrative Staff college

of India, Indian Institute of chemical

Technology, centre for cellular and

molecular Biology, Defence Research

and Development Laboratories and oth-

ers. 
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I
n what is basically an agrarian

state, Andhra Pradesh has a wide

range of agro-climatic conditions

suitable for a variety of crops. It has

also extensive water resources and

5,92,655 hectares of land for cultiva-

tion of vegetables, fruits, flowers and

plantation crops. endowed with highly

fertile land, the state receives average

annual rainfall of 925 mm, i.e., the

rainfall is between 684 mm to 1151

mm.

With having a variety of natural

sources and important rivers for irriga-

tion, Andhra Pradesh has one agricul-

ture university and seven agricultural

colleges. It also has strong R&D infra-

structure and institutions like ccmB,

IcRISAT, nARm, mAnAGe and

nIRD.

Fertile Land
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A
ndhra Pradesh is endowed

with vast and variety of min-

eral wealth, much of which

contains industrial minerals. These

minerals are used for manufacturing

of fertilizers, ceramics, refractories,

abrasives, glass, foundry, oil well

drilling, fillers, pigments etc.

The State produces about 42 in-

dustrial minerals including certain

minor minerals. These minerals in-

clude mica, Barytes, Limestone,

Dolomite, Fire clay, Ball clay,

Feldspar, Fullers earth, Serpentine,

Quartz, Quartzite, Silica Sand,

ochres, Asbestos, Talc/Steatite, Py-

rophillite, calcite, Vermiculite,

Feldspar, Dimensional Stones etc.

Some of the minerals produced have

placed the state among the leading

producers in the country.

Mineral Potential 

Bauxite:

A
ndhra Pradesh is second richest

in bauxite deposits in the coun-

try. It has huge reserves of 750

million tons of metal grade bauxite in

forests and tribal tracts of Visakhapat-

nam and east Godavari districts.

APmDc has already applied for mining

leases in 24 areas and 3 leases are under

close finalisation by due completion of

environmental impact studies, mine

plan and under final stages of process

for forest clearance.
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Potential for 

Future Ventures 
Andhra Pradesh has the potential of being India’s

cement and granite powerhouse and is already a dom-

inant producer of coal in South India. It has been pro-

ducing about 100 to 110 million tons of industrial

minerals and 200 million cubic meters of dimensional

stones and building material every year and stands

first in barytes and limestone production in the coun-

try.

The growth in mineral production in the state is

being driven by an increased local consumption from

various industries that are involved in mineral-based

products.

The state government has identified specific min-

erals to drive future growth of the sector and is offer-

ing opportunities for exploration projects in most

lucrative fields like diamonds, gold, beach sands, base

metals, limestone, granite etc.
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Oil and Natural Gas:

o
ver 4.5 million hectares of reserves of

oil and natural gas are lying in Kr-

ishna- Godavari basin.

There is vast scope for increasing the pro-

duction by intensive exploration and develop-

ment of infrastructure to meet the growing

demands in the domestic and industrial sector.

The production Krishna-Godavari basin areas

of the State have emerged as new promising

areas for hydrocarbons-specially natural gas.

c
oming to present situation,

the state bifurcation is in-

evitable. Then it is impor-

tant to all intellectuals, bureaucrats

and most importantly political

leaders, who are busy spitting

venom on each other for this bi-

furcation, to think about the posi-

tive side of the state and try to pre-

pare a blue print on the strengths

and weaknesses. 

From our side, we are giving

the blue print for the bifurcation

and thinking that the so-called in-

tellectuals will sit out to work on

this.

Like the state, which was the

rice bowl of India, the 23 districts

are also capable enough to pro-

duce the best from their soil. Here

are the details of each individual

districts and we suggest in which

areas the concerns district should

work to get the best results.

Bifurcation blues
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All-over development 
of Andhra Pradesh
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Problems
and 

Solutions

Rangareddy and 
Hyderabad have the 
maximum number of

SEZs. Of the 72 
notified (103 approved)

SEZs in Andhra
Pradesh, 40 notified
zoned (57 approved)
are located around 
Hyderabad, with 

Rangareddy 
accounting for 35 zones 

(49 approved). 
Industry and 

infrastructure require
significant investment

with substantial aid
from central 
government.
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A
ndhra Pradesh is poten-

tial state which has been

developed in all aspects.

But, the political uncertainty in

recent years made the state to

find its existence. That may cost

the state and central govern-

ments. The present situation in

state has been creating obstacles

to the all-round development.

Here we are presenting the de-

tails in which the three parts of

the state has grown and the scope

of the growth in different sectors.

Details of Power, Water, Rev-

enue and Taxation, education,

Defense, Industry and Leagal is-

sues were given in details and the

issues over Hyderabad and

Ranga Reddy districts which is

also the main factor during the

bifurcation was also discussed

here.

The power in Andhra Pradesh

generated from various sources

(coal, hydro, gas, nuclear etc)

and assets across these power

generation sources are unevenly

distributed between the regions.

The cost of generation of power

varies across the sources and

even within the same source.

over 70% of the catchment area

of Krishna and Godavari rivers

lie in Telangana region while the

utilization of water is high in

Seemandhra region due to fertile

lands. Polavaram project should

be upgraded to national status

and expedited to cater to the

water needs of the region.

over 50% of the revenue for the

state government comes from

Hyderabad region. Building a

new capital requires significant

impetus from central govern-

ment. Appropriate tax holidays

and other incentives should be

provided to spurt the growth in

the new capital.

many national universities and

institutes such as IIT, University

of Hyderabad, International In-

stitution of Information Technol-

ogy (IIT), Indian School of

Business (ISB) etc. are located in

and around Hyderabad. See-

mandhra region will require spe-

cial focus to establish institutions

like IIT/IIm/nIT and other cen-

tral university from the central

government.

many establishments of defense

and other strategically important

establishments related to national

security are situated in and

around Hyderabad.

Rangareddy and Hyderabad have

the maximum number of SeZs.

of the 72 notified (103 ap-

proved) SeZs in Andhra Pradesh,

40 notified zoned (57 approved)

are located around Hyderabad,

with Rengareddy accounting for

35 zones (49 approved). Industry

and infrastructure require signif-

icant investment with substantial

aid from central government.

Hyderabad which was the erst-

while capital of Andhra Pradesh

hosts many business owned by

people from all parts of the state

have migrated in the search of

opportunities and settled in Hy-

derabad. Appropriate status and

protection should be granted for

Hyderabad for a relevant period

of time to provide safely and se-

curity to people and properties of

Seemandhra.

Potential
Areas to be
Addressed 

n Unequal distribution of power

plants (Thermal, Hydro, Gas

etc) across the regions
n Variation in the financial

health’s of DIScoms
n Variation in power production

costs based on source, location

and procurement of fuel
n outstanding power dues to

DIScoms
n Differential cost and quality of

coal (imported vs Singareni

coal)

AP in a state of flux
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Key asks from 

central Government 
n Power produced from all the sources

should be appropriately divided
n Power dues should be settled before di-

vision
n coal blocks owned by APmDc in

orissa should be allotted to the See-

mandhra
n Power should be divided taking into

consideration per unit cost of generation
n DIScoms should be appropriately di-

vided based on the financial health and

assets.

Power 

Andhra Pradesh Power Generation corpora-

tion Limited (APGenco) is responsible

for generation in the state. AP TRAnSo is re-

sponsible for power transmission, the distribu-

tion assets are divided among four distribution

companies eastern Power Distribution company

(APePDcL), central Power Distribution com-

pany Limited (APcPDcL), northern Power

Distribution company Limited (APnPDcL)

and Southern Power Distribution company Lim-

ited (APSPDcL).

The total Power generation capacity till 2011

December was 15,756 mega Watts in that AP

Genco produced (5092 mW – Thermal Power;

3829 mW - Hydel). central Generating Station

produced 3,397 mW (3047 mW- Thermal; 349

mW-nuclear). The independent power producers

and APGPcL managed to produced 2,494 mW,

272 mW respectively.

The Renewable energy production was 670

mWs.

Generation installed capacity by 2010 in

coastal Andhra, Rayalaseema and Telangana is

5242.46 mW, 1840.14 mW and 4368 mW re-

spectively.

The major natural resources for power genera-

tion in the state include rivers, coal and natural

gas while Telangana region has coal fields at Sin-

gareni in huge numbers. Seemandhra region has

natural gas is produced from Krishna-Godavari

basin.Government of India has allocated coal from

Singareni coal mines to Kothagudam Thermal

Power Station (KTPS) in Rayalaseema and for Vi-

jayawada thermal power station in coastal Andhra.

But, the coal from Singareni collieries is not suf-

ficient and it is costly. So the power generation sta-

tions of the Seemandhra region are getting coals

from orissa.

The three regions produce power from Hydal

projects. Telangana produces 2427 mW power

from Srisailam, nagarjuna Sagar and Sriramsagar

Projects. meanwhile Rayalaseema and coastal

Andhra regions produce 790 mW and 255 mW

respectively.

Andhra Pradesh Power supply 

Andhra Region

1. Vizianagaram :- 3,083.0 MW

2. Visakhapatanam:- 5,172.0 MW

3. East Godavari :- 10,009.0 MW

4. West Godavari :- 1,687.5 MW

5. Krishna :- 2,789.0 MW

6. Prahasham:- 8.000.0 MW

7. Nellore :- 23,654.0 MW

Telangana Region

1. Adilabad:- 465.0 MW

2. Karimnagar:- 2,413.2 MW

3. Warangal:- 625.0 MW

4. Medak :- 495.0 MW

5. Ranga Reddy :- 18.0 MW

6. Nalgonda :- 1,624.2 MW

7. Khammam :- 1,636.0 MW

8. Mahabubnagar :- 1,605.5 MW

9. Srikakulam :- 11,310.0 MW

Rayalaseem Region

1. Anantapur:- 80.0 MW

2. Kadapa :- 3,176.0 MW
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Water 
About 40 major as well as, medium and minor rivers flow

through the Andhra Pradesh with a dependable yield of

2764.5 Tmc.

Godavari (1480 Tmc) and Krishna (811 Tmc) rivers are two

major interstate rivers that flow through the heart of the state.

Telugu Ganga project, Srisailam Right Bank canal, Kurnool

cuddapah canal extension, Upland areas Brahmamgari

matham reservoir, SRBc beyond Gorakallu, (under construc-

tion), Pulichintala (under construction), Veligonda project,

Handrineeva sujala sarvanthi and Galerunagari sujala sravan-

thi (under construction) are the major water projects in See-

mandhra region.

Telangana is situated at a high altitude in an up-land area. The

river Godavari is flowing on the north and the river Krishna

is flowing on the South in Telangana region. Apart from the

major rivers, there are other small rivers such as Bhima,

Dindi, Kinnerasani, manjeera, manair, Penganga, Praanahita,

and Peddavagu and Taliperu.

Polavaram project envisages transfer of 80Tmc of Godavari

water to Krishna, and this transferred water is to be shared

between the states of maharashtra, Karnataka and Andhra

Pradesh.

Potential
Areas to be
Addressed 

n Interstate disputes on Krishna and

Godavari river water
n Unequal utilization of water across

the regions in Seemandhra.
n exclusion of Rayalseema region

from Bachawat Tribunal

Key demans 
to be met 

n Polavaram project should be a na-

tional Project
n Technical Water management

Board should be setup to ensure

that the intrastate distribution of

water amongst the regions is equi-

table.
n Bhadrachalam division should be

given back to Seemandhra
n Rayalseema region should get a

deal in Krishna Water Tribunal and

Bachawat Tribunal
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Revenue and
Taxation 

F
or the previous financial year is the total

outstanding debt was Rs 1.5 lakh crores

while the total state’s own tax rev-

enue  (Sales tax, State excise, Taxes on

mV, Stamps and Registration, Land

Revenue, Professional Tax, oth-

ers) was Rs 62, 572 crores.

The devolution from the cen-

tre was Rs 35, 110 crores. 

Andhra Pradesh’s revenue gen-

eration through non-taxes like mines

and minerals, Forests, Interest re-

ceipts, education, medical and heath,

contra interest was Rs 12, 864 crores.

meanwhile, Andhra Pradesh’s revenue

come from Telangana was 61.47% (includ-

ing 50% form Hyderabad) and 14.71% come

from coastal Andhra, 3.90% from Rayalaseema.

Revenue came from the central government is

19.86% only.

Key demans 
to be met 

n Tax holiday should be given for 20

years for appropriate districts in the

Seemandhra 
n Tax revenue generated from Hyder-

abad should be shared for next 10

years. 
n Support from RBI – Issue of sover-

eign bounds to attract foreign in-

vestments into the region to

develop the state. 

Potential

Areas to be

Addressed  

n Unequal generation of revenues

across the regions 

n Unequal economic activity across

the regions
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Key demands 
to be met 

n establish one central university
n Upgrade Bapatla Agricultural col-

lege to University
n establish new IIm, IIT, nIT and

IISc

Potential Areas to be
Addressed  

n The Seemandhra region in need of number of world class

intuitions.
n central University should be given to region.
n national level institutes like IIT/IIm/nIT to be given to

Seemandhra

Education  
Hyderabad is considered to be the

hub of higher education in the

state since many national Universities

and institutes are located here such as

IIT, University of Hyderabad, national

Institute of Fashion Technology

(nIFT), national institution of Rural

Development (nIRD), International In-

stitution of Information Technology

(IIIT), and Indian School of Business

(ISB) etc. The prestigious national In-

stitute of Technology (nIT) is present

in Warangal which falls in Telangana.

Region wise details of Industries, Investment

& Employment From 2008-09 to 2012-13
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Potential
Areas to be
Addressed 

n Unequal development

across the regions in terms

of infrastructure, industries

and agriculture.

Defense  

A
ndhra Pradesh has 28 defense and related strategically

important establishments with national security sig-

nificance.  In addition, there are about 40 institutions

owned by Government of India with national research, devel-

opment and educational interest and nine educational institu-

tions, mostly universities supported by the state government.

All these institutions attract people from all over the country.

Key demands to be met
n new steel plant in Anantapur

n one refinery in PcPIR
n one port at Ramayapatnam/Dugrajapatnam
n BeL, BDL and BHeL should be established in Anantapur District
n naval Research centre in Vizag
n nTPc-BHeL JV at chittor
n national manufacturing Investment Zone (nmIZ) near the chen-

nai-Andhra-Bangalore industrial corridor
n Protection o Seemandhra properties and industries in the Telan-

gana Region.
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C
orporation Bank, Nellore Zone con-

ducted SME Expo and product exhibi-

tion and entrepreneurs awareness

programme for the revitalization of MSME

sector on August 23, 2013 in Nellore town

hall.

This programme was inaugurated by APK

Reddy, FSME-Andhra Pradesh.

MB Ganesh, Zonal Manager, Corporation

Bank, Nellore Zone, assured to implement

their six-point formula (Adequate Funding/

Timely Funding -Quick sanction/ Affordable

Pricing/ Simple process & Documentation/

Crisis Handling/ Choice of Products & Serv-

ices) for SMEs.

He also said the bank is ready to spend

300 crores for SMEs in Nellore Zone.

Chief Guest APK Reddy requested the

bank officials to sanction 100 cr to Nellore

district. Assured the bankers to take the re-

sponsibility of recovery (Nellore district).

ZM, MB Ganesh promised to fulfill the de-

mands raised by APK Reddy. 

He also assured to give loans to Khadi vil-

lage and MSME sector under CGTSME. 

Corporation bank’s
Helping hand for SMEs
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Acorporate entity in the small and medium seg-

ment will be eligible for listing on the Sme ex-

changes without IPo if it has not completed a tenure

of over 10 years after incorporation and its revenue

has not exceed Rs 100 crore in any of the previous fi-

nancial years, according to the Securities and ex-

change Board of India SeBI guidelines for such

listings on the Institutional Trading Platform (ITP). 

According to the guidelines issued by the stock market

regulator, a company aspiring to list on the stock ex-

change without an IPo should also have got an invest-

ment of at least Rs 50 lakh by an alternative

investment fund/venture capital fund/ by a merchant

banker/or an angel investor or a specialised interna-

tional multilateral agency, or a public financial insti-

tution, among other such investors. 

A company can also raise funds through private place-

ment or through a rights issue. However, in case of a

rights issue, there would be no option for renunciation

of rights. The company seeking to get listed on ITP

will have to agree to make required amendments to its

Articles of Association, as per the guidelines of SeBI. 

The promoters of Smes will not be able hold less than

20 per cent of the post listing capital of the company

and the same would be locked-in for a period of three

years from date of listing 

These are important guidelines as they pave way for

the Smes and start-up companies to get listed and

traded on the stock market without really offering pub-

lic shares which involve huge expenses and compli-

ance costs.  

even in the early stages of growth, the Smes and

start-ups will be able raise capital from the securities

market.   

The small industry representatives including the apex

Federation of Indian micro, Small and medium en-

terprises (FISme) have been demanding more av-

enues for raising the equity capital for the Smes since

they cannot rely too much on debt. 

In an initiative to overcome

the problems faced by small

and medium enterprise (Smes)

in accessing bank finance, the

Reserve Bank of India (RBI)

told the bankers to follow RBI

guidelines on rehabilitation,

nursing and hand holding of sick

units scrupulously. 

“The level of financial exclusion

was very high in Sme sector

and linking them to formal

banking sector was necessary

for overall development of the

economy,” K K Saraf, RBI Re-

gional Director of Jammu and

Kashmir said during its first

meeting on mSme. 

He said such meetings create a

base for two-way communica-

tion amongst the stakeholders. 

The regional director also em-

phasized the need for ensuring

adequate and timely flow of

credit to the sector. 

on the occasion, Parvez Ahmed

the executive President of J & K

Bank explained the role of

banks in promoting the Smes in

the state. The bankers also as-

sured all support in meeting the

genuine requirement of the en-

trepreneurs.

Banks asked to follow RBI
rules to promote Smes

SeBI norms for Sme

NEWS ZONE
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