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REVI SI TI NG BANK CONSOLI DATI ON

Consolidation among the dominant public
sector banks has been on the policy agendaever
since the Narasimha Committee - |1l
recomended in 1997 the creation of four or five
large banks to take on international competi-
tion. But not much process has been made so
far, although there were occasions when the
government tried to force the agenda. Any
merger dictated by the government met with
opposition from the trade unions and indepen-
dent banking experts; in their opinion the costs
far outweighed the likely benefits. Of late, the
governemt has taken the position that theinitia-
tive for consolidation should come from the
boards of the banks concerned anditsownrole,
as the mgjority shareholder, would be a sup-
portiveone Thereisanall-round realisation that

JANUARY 2010

the merger process cannot be hurried through
or compressed into a short time frame.

Theheads of thetop five nationalised banks
consulted recently by the FinanceMinistry have
done well to point out that the government
should look for genuine synergies in terms of
grogrphical coverage, and cultural ad techno-
logical fit. However it is not going to be easy to
lay down specific parametersfor a merger. For
instance, after nationalisation some of these
banks becametruly pan-Indian. A merger would
result in duplication of bank branches at anum-
ber of centres. Theoretically speaking, the cre-
ation of larger units through mergers may
shound attractive. Still, it isnot just prudent but
necssary to be circumspect while preparing the
road map.
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NATIONAL VENDOR DEVELOPMENT PROGRAMME

MSME Deveopment Institute, Thrissur,
Ministry of MSME, Government of India is
organizing a NATIONAL LEVEL VENDOR
DEVELOPMENT PROGRAMME FOR
RUBBER INDUSTRIES ON 22.1.2009 at
Hotel aida, Kottayam in association with
NSIC, KBip and KSSIA.

The objective of the One-Day
Programme is to provide opportunities to
MSMEs in Rubber Manufacturing Sector for
modernization, technology upgradation,
identification and for exploring business
opportunities with Public Sector Undertakings,
Government Departments, leading industries,
raw material suppliers, technology providers,
service providers and financial institutions.

Expertsfrom various stake holderswill be
present at the Meset to discuss and interact with
M SEs on purchase procedures and procurement
matters.

An Exhibition isbeing arranged that would
show case products manufactured by M SEs and
also products that are required by various
organizations.

Government Organisations such as
Railways, Defence, DGS& D, Public Sector
Undertakingsetc will interact and sdect Vendors.
To enable Entrepreneurs identify new products
and avail sub contracting opportunities available
from Government Organisationsand PSUs, MSE
participantsfrom all over India may exhibit their
products at the Exhibition. A Technical Seminar
and a Buyer-Sdler Meet will also be organized
that will highlight Vedor Registration and
Outsourcing Practices.

Participation Fee:
1. Seminar delegate fee

2. Micro, Smal units
3. Raw-material Suppliers/

Rs.300
Rs.1000

Rs.3000

Rs.10000
Participation fee to be paid by way of DD

on any nationalized bank drawn in favour of

Asst.Director (Admn), MSME-DI payable at
Thrissur.

REGISTRATION FORM

Laboratories
4. Other Institutions

To
The Director
MSME Development Institute
Kanjani Road,
Ayyanthole, THRISSUR-680 003

Sir,
We enclose a DD No.
Dated in favour of

The sum of Rs.
towards stall rent.

Full Address or the Organization

Phone/Fax:
E-mail:

Line of Activity (Please tick)
1 mfg [ISer ClTrading [1Others
L1 MSELIMed1LS Llothers

Number of
Stalls

We undertake to comply with the terms and
conditions.

Date

Machinery Suppliers/ Signature with sel
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SEM NAR On GST

XAVIOR THOMAS , KONDODY

By Hon'ble Finance Minister of Kerala Dr.Thomas|ssac on 22" Dec.2009 at Priyadar shini

Hall ( Planetorium) , Thir uvananthapuram.

The points made out here are on the basis of the 1% discussion paper and the recommendations
of Task Force on GST created by 13" Finance Commission.

Industry wishes to the adherence of the claims of the Empowered Committee of Finance
Ministers of various states under the Chairmanship of Dr.Asm Das Gupta, the Hon’ble minister of
Finance, Govt. of West Bengal. Our Finance Minister is a very important member in this Empowered
Committee.

Thirteenth Finance Commission has also set up a Task Force to deliberate the various issues
related to the introduction of GST in the near future.

Claims : Basic features of Law (the statues) such as

1. Changeability, definition of taxable events and taxable persons ;

2. Measure of levy including valuation provisions ;

3. Basis of classification etc; should be uniform across the country.
The task for ce has recommended that the Central Goodstax on all goods @5% and services @ 7%
for the States GST

X5 donbic=>mwh ghwsdURn
Gy ke m UIPSR-\

2009 h gs¥l sdU In
Gylk™MbEC \mgwW~
Ahn U IPSR t\S. XpS =alombon
c=>m h _gamW IPSR Cu cnPym
- ¢ Ahm U kz- amjpq X.
knf ,qcn” ha t]mb hncw
\SY sdU In Gy k™l
tIn<"dikn™ ha sdU En
Gy 1k™l Ahn U P nt
CEO, Kmen sa=dn™ \nq IPSR
ant\PmwK' Ubd _ tUnm.
satUk tP§j__ G p hmg

teWnK k hikk tade
bn” IPSRDy k hok tadebn™
TCSDwG gy k™l Ahm U
t\SibX C- yi Afnan\

“ ap g Flanbn

BEBBEBBBBBEBBB @ BBEBBBBBBBBBE




@ﬂ(mb \mZw JANUARY 2010

Task For ce also recommended deletion of all exemptionson area based and tur nover based, currently
available under Central Excise and Vat.

Small Scale Industry may be privileged with refund procedure on a threshold turnover.

Public Services provided by all levels of Government, unprocessed food covered by PDS,
education and health are to be exempted.

Industry & Trade expect that by reducing the tax rates, removing the most of cascading
effects, translating into lower prices for commodities for consumers. By spreading the tax net
extensively and increasing marginally the rates on many of the items, a flawless GST would result
in 1.5% to 2% in the prices of the most manufactured items.

A moder ate tax rates will have to be resulted when the tax base is broad based.
Industry suggest to have dual rates of GST Central Excise for Petroleum Products, portable
alcohol, emission fuels which are the so called SIN Products. Input Tax credit (ITC) should be
there at least for GST on these products for industries who are using them as raw materials and
fud, thus avoiding a clear cascading effect for manufactured items. In fact this rationalization
of tax system is the most important recommendation of the Task Force of the 13" Finance
Commission which has been released after the 1% discussion paper from EC.

v Classification of items under HSN Code
Government should strictly adhere to classification of various goods under the present
Harmonised system of Nomenclature.

v Interstate Transactions and Services
Under the GST all interstate movements of goods and services should be made hassle free
removing the large stoppage of goods at check posts.

v Huge Tax evasion instances, stringent punishment expected .

The system should also ensure stringent punishment for evasion. The regular methods
followed by unscrupulous assesses- by loading extra weight in goods lorries, under invoicing in
the name of low cost items on high value items moved and sold.

For example :- a pesticide dealer or even a manufacturer of high value pesticides &
insecticides invoicing such items while movement in the name of fertilizer or lime which are
valued at least 80 times lesser cost thus resulting huge tax evasion and disproportionate
competition to genuine assessees. In these circumstances consumers are actually paying the
market prices always.

The GST rate structure also should be made public for the considerations and deliberations
of all stake holders before the GST implementation.

Zerorating for Exportsand GST for Imports.

Industry welcome these proposals, but at the same time number of issues would become
relevant for detailed introspection : Issues like CGST/SGST/IGST on raw materials used for
manufacture of exported goods, input/output norms, certifications needed etc, are to be favorably
considered to promote much needed export of goods.

Instances of refunding should be totally avoided in the scheme of things.

Relevance on present licenses and export related incentives granted by various agencies
are to be dealt with.

GST Empowered committee has to elaborately look into such schemes and inter agency
discussions before finalizing the rules and procedures.

BEBBEBBBBBEBBRB € BBEBBBBBBBBB
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PROCEEDURESFORFILING OF RETURNS
Inspection and Audit

The returns for the taxes CGST,SGST,IGST, Export, Import are all assumed to be under a
single filing system. However if audit and inspections, searches and scrutiny are going to device
on the same set of papers and documents by three or four different agencies like preventive,
intelligence, inspection and audit wings at different times, the whole exercise will be made
cumbersome and difficult for the assessees.

The electricity duty now levied by the States also should be brought under the GST
regime.

Rubber Cess which is now collected in effect from the rubber products manufacturers also
should be brought under GST with Input credit.

By bringing the sin goods, stamp duty and other cesses into the GST frame work would
reduce glaring extant of distortions and boost tax compliance and efficiency.

Wor ks Contract, Job Work

The first discussion Paper released does not cover any points with regard to the services
like works contract and job works.

Subsuming State Taxes like entry Tax, entertainment tax, Luxury tax, Stamp duty etc.,
Released issues :- Parallel to the implementation of GST abalishing all these taxes, the State
Government should seek necessary amendments in its statues also.

Industry suggest to form a monitoring council for GST in the 1% stage of implementation

and as well at later stages also.
This council should be made constitutional and the members should be ministers from the Centra
Government and State Government Industry UTS. A State Level GST consultative Committee
also should be formed with the membership of representatives from Trade & Industry
Associations.
Central Level Consultative Committee should also be formed with the members from National
Level Confederation of Trade & Industry Associations.
Industry solicits that GST should be in the nature of a consumption seeks to create a seamless
pen India market with both manufacturers and services providers having the right to offset
State taxes also paid on inputs soured from domestic other state and foreign country.
Taxes always create wedges between the before and after tax prices of goods and prices. And
when the wedges are of different sizes relative prices also change. The exemptions on taxes
including presumptive taxes on the basis of annual turnover, geographical costs, keeping out
number of items out of GST regime all are reasons for major wedges. The resultant differential
prices can lead in inefficient production, motivation for tax evasion resulting parallel money, and
ultimately lower output. Different tax rates on final goods and services would affect consumption
patterns and send wonky price signals.
In sum, a high distorting indirect tax regime generally reduces welfare of a large section of
economic agents.

Country ultimately get a life time opportunity in introducing a universally accepted taxation
system and there are enough reasons for a uniform indirect tax system.

* Paper presented by Xavier Thomas Kondody, Past State President of KSSIA and Co-chair
Cll KeralaCouncil MSME Panel.
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PRE- BUDGET DI SCUSSI ON

Memorandum for the Pre-budget discussion called by Hon’ble Finance Minister
of Kerala Dr.Thomas Issac on 222 Dece.2009 at Privadarshini Hall, Trivandrum.

Submitted by Xavier Thomas Kondody, Past State President, KSSIA.

Major Policy initiatives solicited with regard to Micro & Small Scale Industries, thru budget
announcements

Factors Inhibiting Growth of Small and Medium Sectors in Kerala.
Major Impediments

High cost and timely availability of credit.

Absence of Government support for growth.

Lack of availability of risk capital.

Complex indirect tax structure.

Infrastructure bottlenecks

Absence of preference for being a part of he supply chain for the Government.
Stringent regulatory controls and high fees for registration and licensing.

Lack of usage of Information Technology.

Govt. initiatives need to reverse the above inhibitive factors
1. High cost of credit and timely availability of credit.
Back ended Interest Subsidy

To mitigate the high cost of credit from Commercial banks, Govt. of Kerala may provide
a back ended subsidy of 1% to 2% on interest charged by banks spreading for a period of
five years instead of the capital subsidy now granted for new projects and also the interest
against the term loan for expansion of the project. This interest subsidy could be directly
given to the financial institution. Abudget allocation is required either under an option to the
availment of Capital subsidy.

CORPUS of Rs.100 Crores for loans to SSI units under 7% interest from KFC.

Kerala Govt. in its budget 2008-09, credited a corpus of Rs.100/ Crores in the portfolio of
KFC for lending to viable projects from NRKS. The interest rates fixed was only 7%. Since
so far there are no takers of loans from this portfolio under the dispensation of KFC, this
scheme could be extended to small scale industries in kerala during the next year. This
initiative will activate KFC also to spread its lending to Small Scale Sector in Kerala. At the
moment KFC’s major lending is to Hotels and Bar sectors, and there should be a welcome
shift.

2. Absence for Government support for growth

Special Fund for Market Development — Raising Awards money & Sick Units Rehabilitation
R expansion under Technology Upgradation.
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The general policy being followed by the Govt. since many years is that if any unit is
growing in its turnover even marginally such units are over burdened by more taxes, less
incentives and other supports. Even the state awards for best entrepreneurs are denied to
units beyond 5 years old. There should be a total reformation in the award distribution and
Govt. should allot more funds for gifts to the award winners. A special corpus should be set
up for market development Assistance the participation in national and international B2B
and exhibitions, same incentives may be also linked proportionally to how much Vat paid,
how much income tax paid etc by individual SSI units.

Many of the Govt's existing policies and Programme’s are inducive to a better investment
climate in Kerala. However as far as the manufacturing sector is concerned availability of
enough & suitable land is a major hurdle for locating new industries. That may be one
reason that NRK’s are not keen in inventing related activities.

One suggestion is that the State Govt. may open an avenue in discussing with other
neighboring states for acquiring enough land in the border locations to develop industrial
plots and parks to attract NRKS to start new industries there. Unemployed people here will
look for job opportunities in such industrial parts outside the state boundary. Introduction of
GST is also a positive step, to consider this proposal.

3.Lack of availability of risk capital

Once again we request to the hon’ble finance minister to create a corpus fund to provide
margin money support towards sick unit rehabilitation, and for technology indirection in
existing unit.
Title deeds

There are still remaining some Industrial dev. Plots where units are denied of clear title
deeds even after 15 to 20 years of occupation.

4.Complex indirect tax structure.

It is a real welcome step from our Hon’ble Finance Minister who is an important member
of the Empowered Committee for the implementation of Goods and Service Tax in our
country, which is going to be a seam less uniform tax system in the country.

However if GST implementation is to be delayed by one more year, then the Government
may introduce zero taxing for exports under VAT and make the refunds if any as an automatic
allocation in the VAT administrative system.

5. Infrastructure bottlenecks
a. Providing uninterrupted electricity to all the industrial estates should be a priority step.
KSEB is not able to provide connections to new industries on a predetermined time
schedule.
The condition of access roads to Industrial estates from State Highways or National
Highways is in precarious situations in number of Industrial estates & development plots in
e state.
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Repairing and maintains of internal roads of industrial development plots and Estates are
again neglected nowadays without a clear cut programme for it and of course special fund.

It is strongly felt that local bodies are not spending their industry development fund properly
because of inadequate plan structure and guidelines for the same.

6. Preferential treatment to Small industries in the Govt. stores purchase programme.

If a reference is to be made to this Governments Purchase preference order No. G.O
(P)N0.448/2005/fin dated 13.10.2006., No (File) No.30766/B1/08/ID. itis to be seen that the
same is framed under a specific intention of not providing the preference to SSI units. SSI
Units are asked to get themselves registered with the State Stores Purchase department to
become eligible for availing preferential treatments in Govt. tenders.

MSME Act 2006 very specifically stipulate this supportive facility to SSI units inside any
state.

The condition like an SSI unit should produce atleast 5 purchase order copies from any
Govt. bodies alongwith the application for pre registration with the Stores Purchase
department, is definitely incorporated to prevent SSl units from bidding for the Govts stores
purchase chain. KSE Board, KSRTC, PCK Ltd., and many number of Boards and Corporation
are really averse to SSI manufactures inside our State. The reasons for this attitude is
obviously known to everybody. Tender forms also should be issued free of costto SSI units.

PCK Ltd., has recently issued a tender notification for purchase of their stores requirements
in which the cost of tender from itself is Rs.7900/ plus taxes. Upto last year it has been just
Rs.1000/ only.

The above extra ordinary price increase is based on a Govt order.

7. Stringent Reqgulatory controls and high fees for licensing.

The Factories and Boilers Dept of Kerala which normally do not render any supportive
role for Small Scale Industries hiked there annual licensing fee exorbitantly. This hike has to
be brought back to the original level at least for one more year because of the financial crisis
in the manufacturing sectors.

Likewise the taxes for factory buildings should not be increased atleast for the time being.

Areview to the Panchayat & Municipality Acts is essentially to be conducted so that the
new and existing factories are to get their license for a longer period of at least 5 years
without any obligatory renewal or re registration.

Pollution Control Board and Local Bodies together make small industries running a
miserable affair in our state of Kerala.

All the above regulatory acts and rules are to be relooked aiming for a positive approach
to the new as well as existing entrepreneurs.
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