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From Agri to Rural F|n

Aditya Puri

India’s GDP is driven by twomajor
sectors: agriculture and allied acti-
vities,and MSMEs, which are pre-
dominantly based in semi-urban and
rural areas. Therefore, policies sup-
porting the sector need a rural focus.
Forinstance, banks’ agriculture-ori-
ented priority sector lending (PSL)
requirements should shift torural
sector PSL. This change could drive
anadditional 10lakh crin bank lend-
ingtoruralIndia. Currently, 70% of
rural districts have a credit-to-deposit
ratio below10%.

Here's whatneeds to be done:
p Tweak lending policies Allrural
loans should meetrural sector PSL
reguirements. Financing for personal
needs and consumer durables allows
farmerstoreserve cashfor sowing
needs, Viewingagricultural finance
separately from ruralfinanceand
credit needs requiresashift in mind-
set. This approach will promote deep-
ercredit penetration by banks and en-
hancefinancial inclusion for growth.
» Support small agri bizFarmers
and agri-processors rely on pledge
finance for funding during crop cycles
and raw material stocking. Banks pro-
vide pledge finance with the support
of collateral managers. Bringing the-
semanagers under RBI's regulatory
framework will help quadruple finan-

_ achievinghigher produce realisation,
supportmgtmnsformationmtosman
for th cycl i
for the next sowing cycle.

» Differential statewise

Recogm,smgalllendjngasPSLIsnd
ing by banks in regiol
UTs, such

ns/statesand 1
asJM{,whezethereismcus P

on improving credit-to-deposit ratio,
isan important way to broadbase
mdusmallsatlon

gnon-bank savings

Indla issaidtohaveasmuchas$2tnin
private gold holdings. Rural India sav-

es ingold. Gold loans by banks with
allowance for rural sector PSL will
unleash lending in amanner that pro-
tectsfarmers’ roof and land holdings
inbad times.

» Bank on partnerships Semi-ur-
ban andrural areas are catered to by
local or state-level cooperative banks.
If cooperative banks and privateand
public sector banks work together to
support theagriand MSME sectors, it
will bring the best of both tothe end
consumer. Permitting inter-bank fin-
ancing deals will create greater trans-
parency in the portfolio of cooperati-
ve banks while creatinggreater con-
fidence in private and public sector
banksto confidently lend.

The MSME sector is a major job-pro-
vider and has contributed immensely
toentrepreneurship development,
especially in semi-urban and rural
areas. Of the6.5 crentities,only1.5cr
meet their credit needs from the for-
mal banking system. Thismeans that
of the total demand for credit of 750
lakh crin the sector, about 220 lakh cr
isnotmet mroughfor banking

channels. There is an urgentneed for
structural policy changes topush

sectoral growth.

» Harness GST data Toencourage
bankstodeploy their surplus funds to
support5 crentities that donot bor-
row from formal banking channels,
100% Emergency Credit Eine Guaran-
tee Scheme (ECLGS) cover may be ex-
tended for lending by banks to these
MSME whofile GST returnsto the ex-
tentof 25-30% of theirsales turnover.
Banksaresitting on surplus funds of
Z7lakh cr. Thiswillattractmicroen-
tities to bank finance, reduce their fin-
ance cost, allow banks to provide cre-
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ditto these new-to-formal credit custo-

mers with minimal risk on govern-
ment guarantee given credit is calcu-
lated on GST turnover: This willalso
encourage more of these entitiesto
file GST returnsand obtain Udyam
Registration Certificates (URC).

» Push Udyam registration Banks
would encourage entrepreneurs to
register under URC, the first step of
formalisation and enabling the credit
culture among growing entreprene-
urs. Banks can be allowed to partner
gov togetcustomers to register for
URC if they are permitted to register
on behalf of an MSME customer, with
their consent, since all the requisite
information is obtained by banks
while undertaking credit assessment.
This can expedite registration since
only 601akh MSMEs have registered
for URCout of 6.5 cr: It means thatonly
these small numbers can access PSL-
designated bank finance, whilethe

- restavailfinanceathigherratesand

higher collateral.
PDataacwssIntormaﬂonﬂuwto
vari ities can b by
givingaccess to GST, ITand MCA ina
simpler way. Information availability

- from gov portalstobanks insteadof

_onaone-time! toloanlifetime
with borrower permission, through
tech intervention like APl integra-
tion, can instilalotof confidencein
banks towards lendingbasis cash flow
of the customer.
writer is former managing director;
i & HDFCBank
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University of Agricultural Sciences
Estate Office, GKVK, Bangalore — 560065

No. EOISPOIef’rchQI?OZf—ZS ‘ Dat9:02-09-2024
3 TENDER NOTIFICATION

(Through e-Procurement Portal Only)

The University of Agricultural Sciences, Bengaluru has
invited Tender in the prescribed form as per the Standard
tender document KG-1, & KG-2, from the reputed firms for
the procurement of Equipment's.

' IBlank Tender Documents can be downloaded from
https://kppp.karnataka.gov.in, Last date and time for
| uploading the tender on14-09-2024 up to 4.00 p.m. The
Technical bid will be opened on 17-09-2024 at 10.30
a.m. The Financial bid will be opened on 19-09-2024 at
110.30 a.m. in the Tender Committee room of Estate Office.
' rtha: details can be had from the office of the
i ng working hours and also refer Website:

sk Help Desk- 91-80-
www.uasbangalore.

] w r " /€ lty reserves the right to accept or reject
orq‘ an without assigning any reasons.
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