HYGERABAD

THE HINDU o MONDAY, JULY 2, 2007

U.S. Senate passes foreign takeover security bill
The .S, Senate has passed a bill that would strengthen scrutiny by the government and intelligence services
of foreign takeovers of U.S, firms on national security grounds; The bill was drawn up in the wake of the

furore in Congress sparked by a $6.9 billion investmen| by Dubai’s DP World of six U.S. ports.

Challenges of financial inclusion

Suggested practices are not new but the environment has changed

here is plenty of in-

terest in the subject

of financial inclu-

sion, not only in In-
dia  but in developed
countries too,

The terminology may be
new and the rationale for its
adoption rooted in today’s so-
cioseconomic thinking, but
for the Indian financial sector
it is hardly original. Nor has
this sector wilfully shunned

|:.inc]u5iVe practices, whether
directed by policy makers or
| by market forces.

FINANCIAL SCENE

Financial Inclusion (FI)
means extending the reach of
the financial sector to sec-
tions of the society as well as
1o geographical regions that
were neglected in the past.

Recently the Deputy Gov-
- ¢rnor of the Reserve Bank of

India, Usha Thorat, provided
some interesting  statistics
- (RBI website).

The percentage of the Indi-
an adult population having
bank accounts is one com-
Mon measure.

On an all India basis, only
59 per cent have bank ac-
counts, The share of the rural

pulation s significantly be-

w that of the urban popula-
tion. Only 39 per cent of rural
adults have access to ac-
counts while in the urban ar-
eas the percentage rises to 60.
Access Lo bank credit is signif-
frantly less, Only 14 out of 100
wdults have loan accounts on
an all India basls as well as in
the rural sector. In rural areas
it is just 9.5 per centl.

The financial sector’s rela-
tive neglect of the rural sector
gan be rationalised though
not justified. Mainline fi-
mance in India is urban cen-
trie:  an  overwhelming
majority of its staff are city
bred. Equally important, the
cost of running & hranch bank
 hus  historically been  high.

MAINLINE FINANCE
IN INDIA IS
URBAN-CENTRIC;
AN OVERWHELMING
MAJORITY OF
BANK STAFF

ARE CITY-BRED.

Numerous altempts at evolv-
ing a low cost business model
for rural banking has not
been totally successful. Thus,
despite the well documented
achievements of Indian pub-
lic sector banks in spreading
the banking habit for two dec-
ades sinee bank nationalisa-
tion, large sections — as
Ms.Thorat records, these are
the vulnerable sections of the
society as well as geograph-
ical areas such as the North-
east — face financial
exclusion to a greater degree
than the rest of the country.

Use of technology

Anumber of non-tradition-
al routes are being explored
to increase coverage of the fi-
nancial sector. Increased use
of technology (to obviate the
need for uneconomical
branch expansion) and li-
censing low cost entities to
undertake basic  banking
functions are being thought
of. While inclusive practices
are not new to the mainline
banks, what has changed is
the environment. “No-frills'
accounts that are being pop-
ularised may not be different
from the Rs, 5 savings bank
accounts of the 1970s,

Yet in the context of much
tougher guidelines for open-
ing bank accounts (brought
about by know-your-custom-
er rules) it is a challenge to
open such accounts, still
make money and prevent be-
nammi accounts.
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TRADE DEADLOCK: Union Commerce and Industry Minister Kamal Nath
addressing the media in New Delhi recently after returning from Potsdam
(Germany). = PHOTO: V. V. KRISHNAN

Post Potsdam blues

he failure of the G-4

countries ~— the

LS, the BU, India

and Brazil — at Pots-
dam (Germany) to break the
deadlock in certain critical
areas of the Doha develop-
ment round was not unex-
pected. Agricultural trade
related issues continue to be
intractable,

India’s well-known posi-
tion of protecting its small
and marginal farmers by re-
taining its tariff walls (one of
the highest in the world) and
through special products pro-
visions was not up for bar-
gaining. Commerce Minister
Kamal Nath who dramatical-
ly walked out of the meeting
seemed to suggest that the
impasse was there to stay,
never mind that the latest
failure to reach an accord
brings the entire Doha Round

to the brink of collapse.

However, as the dust set-
tles down, questions are he-
ing rased over  the
appropriateness  of Incia's
strident stand. Can the inhe-
rently complex negotiations
be expressed in sturk terms as
“Them versusy U.S, the pros-
perity of farmers (in the 118,
and the EU) versus livelihood
issues of Indian farmers? Be-
sides, even the venecer of a
united approach by all devel-
oping countries seems to be
wearing thin. There has been
some criticism in Brazil to
siding with India.

It hag been pointed out that
China, with exports of over
one trillion dollars and a 10
per cent share in world trade,
has opted to be an interested
spectator rather than grab a
leadership role which ibis en
titled to. India’s merchandise

exports are at $150 billion
and its share in world trade is
slowly creeping up to 1.3 per
cenl.  India’s  well-known
strengths are in IT and other
services exports, That would
suggest that the policy on
multilateral trade should be
more flexible to reap some
benefits such as in the move-
ment of personnel.

After Potsdam, the progno-
sis for the Doha Round looks
grim cven as trade negotia-
tions continue at Genevi. A
breakthrough, however im-
probable, will strengthen the
WTO and multilateral trade.
Potsdam was probably the
last chance for a smaller, but
influential group of countries,
tocome up with an acceptable
framework for an eventual
wrap-up.
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