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Dear Reader,

EDITORIAL

Greetings. India and Brazil are countries with many similarities. While India is an
emerging global economic power, Brazil is on the threshold of becoming a
developed nation. Both India and Brazil, along with South Africa are part of the threenation IBSA forum that strives to promote trilateral trade. Together India and Brazil
have initiated various other measures to promote bilateral trade. The India-Brazil
Joint Commission, which met in April this year, reviewed the progress of bilateral
trade and set up the stage for Brazilian President Luiz Inacio Lula da Silva's three-day
visit to India from 3 to 5 June, 2007. The landmark visit resulted in the signing of
crucial agreements between the two countries, covering vast areas, from production
of oil and natural gas to sharing data from Indian Remote Sensing Satellites. The
cover story of the current issue of Indo-LAC Business details President Lula's pathbreaking visit to India. Banking is the lifeline of Latin American economic
development. The Focus of the current issue is on banking in Latin America, the
challenges and opportunities that it offers. The Export Import Bank of India, which has
been playing the key role of a catalyst in promoting bilateral trade between this
country and Latin America, has announced excellent results for fiscal 2006-07, the
year of its Silver Jubilee. We carry the report. Since 1986, Exim Bank has been
holding the Commencement Annual Day Lecture, inviting eminent personalities from
diverse disciplines, to deliver it. This year, it was Prof. David Hulme, an authority on
issues concerning eradication of poverty, who argues convincingly that India has a
role in tackling global poverty. We carry the key excerpts of the thought-provoking
lecture. India's foreign trade in 2006-07 kept its momentum, showing an impressive
growth in both exports and imports. We report. A study by the Exim Bank shows that
India's service sector continues to be the star performer on the export front. Another
study by the Bank talks about the advantage that India has in exporting the traditional
arts and crafts, thereby mitigating rural poverty. The Andean Development
Corporation (CAF), is one of the most active financial institutions in the Latin
American region. We carry CAF news that gives a broad picture of the institution's
support for developmental activities across Latin America. In tourism, we have India's
eastern state of West Bengal launching an aggressive promotional campaign to draw
tourists in large numbers. The issue carries, as usual, all other regular features.
Wish you happy reading,

INDO-LAC BUSINESS

Satya Swaroop
Managing Editor
satya@newmediacomm.biz
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President A.P.J. Abdul Kalam and Prime Minister Manmohan Singh at the
ceremonial reception of Brazilian President Luiz Inacio Lula da Silva at
Rashtrapati Bhavan in New Delhi on June 04, 2007.

During the visit the following agreements were signed:

the two countries.

• Agreement on Mutual Assistance in Customs Matters;
• Agreement on Audio Visual Coproduction;
• Implementing Arrangement regarding Cooperation in
Augmentation of Brazilian Earth Station for Receiving
and Processing data from Indian Remote Sensing
Satellites;
• Academic Exchange Programme;
• MOU on India-Brazil CEOs Forum;
• Heads of Agreement between ONGC, OVL and
Petrobras; and
• MOU between National Council for Applied
Economic Research and Institute of Applied Economic
Research of Brazil.

Both sides reviewed the state of bilateral relations and
expressed satisfaction at the pace at which mutually
beneficial cooperation was developing. In particular,
they welcomed the 3rd meeting of the India-Brazil Joint
Commission held in April 2007, co-chaired by the
Minister of External Relations of Brazil and the External
Affairs Minister of India. The Joint Commission
developed a work plan for the cross sectoral
intensification of bilateral relations.

President Lula's visit follows, within a span of eight
months, Prime Minister Manmohan Singh's visit to Brazil
in September 2006, is a reflection of the mutual
commitment to develop and diversify bilateral relations
in a comprehensive manner. It is also a reflection of the
strength of the growing strategic partnership between

Prime Minister Singh and President Lula expressed
particular satisfaction at the launching of the first
meeting of the India-Brazil Strategic Dialogue that was
co-chaired by M.K. Narayanan, National Security
Advisor of India and Foreign Minister Celso Amorim of
Brazil. That dialogue enabled both sides to review the
state of cooperation and chart out a course for the
future, inter alia, in the areas of space and nuclear
energy for peaceful use.
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India and Brazil have
further forged their
economic bonds by
extending cooperation in
a vast range of areas,
including energy and
biofuels during the recent
visit to India of Brazilian
President Luiz Inácio
Lula da Silva. President
Lula, accompanied by a
high level business
delegation, held intensive
discussions with Prime
Minister Manmohan
Singh and other
government leaders and
officials during his threeday visit from 3 to 5 June
2007.

COVER STORY

Bonding with Brazil

G. Madhavan Nair, Secretary, Department of
Space, and Brazilian Foreign Minister Celso
Amorim signing the agreement between
India and Brazil on sharing data from
Brazilian Earth Station and Indian Remote
Sensing Satellites. Prime Minister,
Manmohan Singh and Brazilian President,
Luiz Inacio Lula da Silva look on.

COVER STORY

Union Minister for Information & Broadcasting
Priyaranjan Dasmunsi and Foreign Minister of Brazil,
Celso Amorim signing an agreement on Audio-Visual
Co-production. Present at the ceremony are Prime
Minister, Manmohan Singh and Brazilian President, Luiz
Inacio Lula da Silva.

Suman Bery, Director, National Council for Applied
Economic Research (NCAER), and Brazil's Luis
Henrique Soares, Director, Institute of Applied
Economic Research, (IPEA), signing an MoU. Prime
Minister Manmohan Singh and Brazilian President,
Luiz Inacio Lula da Silva look on.
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Joint CEO Forum
The leaders underlined the importance of providing the
strategic partnership with a solid economic
underpinning. In that context they expressed satisfaction
at the launching of the CEO Forum which is composed
of senior representatives of industry on both sides and
the trade target of US$10 billion by 2010. They stressed
in the latter context the importance of simultaneously
developing greater connectivity between the two
countries and investment in each other's economies
especially in the infrastructure sector.
Both sides agreed to launch joint campaigns in the years
ahead for the development of bilateral trade and
economic relations. They stressed that development of
their economic partnership requires, inter alia, the early
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implementation of decisions taken at the 3rd Joint
Commission Meeting. Within the parameters of their
national laws, rules and regulations, both sides will
facilitate participation in each other's economies by their
entrepreneurs, businessmen, service professionals,
scientists and technologists.
The leaders of the two countries emphasized the need for
the early holding of the first meeting of the India-Brazil
Defence Committee and early development of a
programme of cooperation in the peaceful use of
nuclear energy consistent with their international
obligations.
Both sides expressed satisfaction at the development of
cooperation in the area of science & technology and
look forward to the early adoption of the programme of

and renewable energy sources in the global matrix,
energy efficiency and energy security. Developing
countries cannot accept approaches that impede
growth and retard poverty alleviation obligations. They
agreed that both sides would cooperate closely, along
with other developing countries, at the UNFCCC and
also within the framework of the Kyoto Protocol. The
second meeting of the bilateral Working Group on
Environment is to be held later in 2007 and would
enable both sides to coordinate their positions to
common benefit.

Both sides expressed satisfaction with the launching of
the International Biofuels Forum, in March, 2007. They
reaffirmed their mutual interest in deepening
cooperation in accordance with the work program
created under the Memorandum of Understanding on
Technological Cooperation in the Area of Mixing
Ethanol with Gasoline, signed in 2002. President Lula
reiterated the commitment of his Government to
intensifying exchange of information with India on
Brazil's Biofuels Program. Both sides favour the use of
clean energies and will join efforts leading to the
creation of an international market for ethanol that can

Importance of IBSA
Both sides stressed the importance that they attach to
IBSA, this unique forum of large, multi-ethnic, multiracial and multi-religious developing countries of the
three continents of Africa, Asia and Latin America that
are closely linked by the common bonds and principles
of pluralism and democracy. They recalled the
successful IBSA Summit held in Brazil in September 2006
and look forward to taking stock of progress made and
giving fresh direction for the evolution of the IBSA
framework at the second Summit to be held in South
Africa in October, 2007. The Ministerial Meeting of the
Trilateral Commission of IBSA in India on 16-17 July,
2007 should ensure that preparations for the second
Summit are meaningful and substantive. Both sides also
noted that the development of cooperation in the IBSA
framework would further strengthen bilateral linkages
among the three countries.
President Lula and Prime Minister Singh used the
opportunity of their meeting in New Delhi to have an in
depth exchange of views on the forthcoming meeting of
the G8 at Heiligendamm in Germany. They expressed
satisfaction at the unity of approach that both sides had
towards this important meeting and pledged to continue
to cooperate in this forum.
The leaders of both sides reiterated the importance of
ensuring socially inclusive economic growth in their
countries. The Indian side expressed great appreciation
for policies implemented by President Lula which have
significantly impacted poverty reduction in Brazil. For its
part, the Brazilian side expressed appreciation for the
policies being implemented in India for poverty
alleviation which have successfully lifted scores of
millions from the poverty trap. Both sides stressed that
these efforts must continue and an exchange of
experiences and programmes between the two countries
in respect of poverty alleviation would be of great benefit
to each other. They also agreed that their experiences for
enhancement of the quality of life of the most vulnerable
sections of their population could be shared with other
developing countries and the international community in
the fight against hunger and poverty.
President Lula invited the President and Prime Minister of
India to pay official visits to Brazil. The invitations were
accepted with pleasure. Dates will be settled through
diplomatic channels.

INDO-LAC BUSINESS
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Biofuels Forum

contribute to the reduction of the world's dependence on
fossil fuels.

Both sides agreed that the State visit of President Lula to
India had provided a decisive impetus to the further
development of the strategic partnership between India
+
and Brazil.
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Oil and Gas
Both parties noted the progress reached in the
partnership between Petrobras and Indian companies to
explore, produce and trade oil, gas and derivatives in
Brazil, India and elsewhere. They confirmed the
understanding that both Governments will continue to
encourage further cooperation between companies of
the oil & gas sector in both countries.

Both sides stressed the need to promote the
democratization of the structures of global governance
by increasing the participation of developing countries
in their decision-making bodies. In that regard, they
reiterated their steadfast commitment to reforming and
expanding the UN Security Council, with the inclusion
especially of countries from all regions of the developing
world as permanent members, in order to render it more
democratic, legitimate and representative. They
welcomed the new momentum on the debate on Security
Council reform and expressed their readiness to
participate in negotiations, together with the other G-4
partners, with a view to reaching a decision on this longstanding issue at the earliest. They reaffirmed their
understanding that no reform of the United Nations will
be complete without reform of the Security Council. They
reiterated their support for each other's permanent
membership in an expanded UNSC.

WTO Talks
In respect to the Doha Development Agenda, Prime
Minister Singh and President Lula stressed the
importance of close coordination between the two
governments to effectively realize the development
dimension in every aspect of the outcome of the
negotiations. They reiterated the urgent need to
successfully complete the Doha Round in order to
promote the interests of developing countries in keeping
with the Doha mandate and reaffirmed the commitment
of their governments to continue to work closely together
in the G-20 and NAMA-11. In agriculture, they recalled
their commitment to an ambitious outcome in terms of
elimination of distortions and subsidies in international
trade in agriculture and the preservation of the food
security, rural development and livelihood concerns of
rural populations of developing countries. They also
stressed the Hong Kong Declaration and the high
ambition in market access in NAMA and reaffirmed that
this ambition has to be achieved in a balanced and
proportionate manner consistent with the principle of
less than full reciprocity in reduction commitments.

Education
The two sides recognized the role of educational
cooperation in strengthening bonds of friendship
between India and Brazil and expressed interest in
deepening the partnership between institutions of higher
education in both countries.
Brazil and India have had a long tradition of fruitful
cooperation in regional and multilateral fora including
at the United Nations, WTO and the UNFCCC. This

Both sides reiterated the importance they attach to
matters pertaining to climate change and agreed that
the solution to the problem of climate change, which is
essentially the outcome of the unsustainable production
and consumption patterns in the developed world, can
not lie in the perpetuation of poverty in developing
countries. They agreed on the need to constructively
discuss this important issue with all partners taking into
account the specific developmental situation and
requirements of developing countries and
simultaneously working toward a greater share of clean
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The development of people to people exchanges and a
better cultural appreciation of each other's traditions
was identified as an area of particular focus. The two
leaders welcomed the decision to hold the Festival of
Brazilian Culture in India in January-March, 2008 and
the Festival of Indian Culture in Brazil in July-September,
2008. They also urged that there should be greater
exchange of tourists, students and youth between the two
countries.

cooperation is a reflection of their common worldview
and common socio-economic requirements.

INDO-LAC BUSINESS

cooperation for 2007-2010. They also welcomed the
decision to cooperate in space sector applications that
would help the developmental efforts of both countries.

Double Digit Growth
Seen in Assets & Profits

INDO-LAC BUSINESS
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LatAm Banks
Enter a New Era of
Nation-Building
Banking is the lifeline of Latin American economic
development. In an in-depth analysis of the
banking system in the region, experts from
McKinsey look at the banking scenario as a
whole. While Luis F. Andrade writes about the
opportunities that the banking sector in Latin
America is throwing up, especially
multinational players to increase their market
share in the region. Andres Maldonado talks
about the way the banks in Chile compete with
each other by offering innovative commercial
products. Filipe Goes looks at the changes that the
banking sector in Brazil is undergoing, the
challenges it is facing and the opportunities that are
in the offing.
Latin America's banking sector is entering a new era that
will likely see double-digit growth in assets and profits in
most major countries. These advances will be driven
mainly by four factors: GDP growth rates in the 4.0 to
5.0 percent range, falling interest rates, lengthening
debt maturities, and the higher purchasing power of a
growing middle class.

and '90s across regulatory, demographic, and political
dimensions propelled this positive outlook. As a result,
the macroeconomic variables that are critical to the
development of the banking sector such as a growing
GDP per capita, lower government fiscal deficits, and
falling long-term government bond rates are already
improving significantly.

Meanwhile, competition is becoming more intense. The
multinationals, having taken notice of the new
opportunities, are increasing their investments across
the region in hopes of taking market share from the
leading local banks. Entrants with specialized business
systems have the same goal; in particular, retailers have
become quite aggressive in the consumer finance and
credit card markets.

What does this good news hold for local and
multinational players? To compete with the
multinationals, local banks must take advantage of their
economies of scale, superior brand recognition, and
networks in their home countries, as well as their better
understanding of domestic markets and culture. Success
may allow them to remain independent. As for the
multinationals, they already have a big stake in Latin
America, and some are looking to expand it. To do so,

Fundamental changes that occurred during the 1980s
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To understand the new macro-economic context, you
must understand the recent evolution of Latin America's
economies. For the purpose of this analysis, the past half
century has been divided into three eras: post-World War
II (the 1950s through the '70s), transitional (the '80s and
'90s), and the years after 2002.
During the post-World War II era, Latin America's seven
major economies grew at the impressive rate of 5.4
percent a year. GDP per capita increased more slowly, at
a rate of 2.6 percent, because the population was
expanding at the fast pace of 2.7 percent a year. This
period's economic growth was based on strong
government intervention in the economy, the protection
of local industries from imports, and the financing of
government deficits with bank loans denominated in
foreign currencies. Democratic liberties were limited in
many of these countries, thwarting the evolution of the
government institutions needed to reach higher levels of
economic development.
That model collapsed during the late '70s and early '80s,
when economic growth stalled, inflation surged, and
most major countries in Latin America could not meet
their foreign-debt payments. In the '80s these problems
came to be known as the LDC (less-developed country)
debt crisis, which put at risk several US and European
money-center banks that had provided loans to these
countries. Two decades of stagnation and instability
followed; poverty increased as income per capita
stagnated. Furthermore, the region lost much of its
relevance in the global economic scene as it went into
stagflation, developing countries in Asia and then
Eastern Europe kicked off an impressive era of economic
expansion.
How can a financial crisis help countries to improve their
financial systems? Although this period of poor
economic performance was harsh for the people who
lived through it, there was a silver lining. The crisis began
a gradual transition to a new model based on openness
to foreign trade and investment, less government
intervention in the economy, the financing of
government deficits in the local bond markets, and
greater democratic freedoms. The demographics also
changed for the better: population growth rates declined
to less than 2 percent as the fertility rates of the region's
women fell below three children each.
Like most transitions, this one was messy, but the payoff is
already visible. On the macroeconomic front, the

The external front has also become stronger. Exports
rose by 60 percent in these countries from 2002 to
2005, and their foreign-currency debt is down to 30
percent of GDP. As a result, interest rates are dropping
fast, and the duration of financial instruments is
increasing. A local-currency market for long-term
government debt has become a reality in most of the
bigger economies.
Of course, the evolution toward a more sustainable
market-based economic model varies from country to
country. Chile, which has enjoyed monetary stability for
a longer period than other countries in the region, is
already way ahead (Exhibit 1). Next in line is Mexico,
which achieved monetary stability more recently but has
already earned an investment-grade rating on its
government debt. Following closely are Brazil,
Colombia, and Peru, which are making rapid progress
toward curtailing their government deficits and aspire to
have investment-grade ratings soon.

FOCUS

Favorable Macroeconomic Trends

changes of the past few years have been remarkable.
Inflation, once a chronic problem across the region, has
come under control. During 2005 the weighted average
inflation rate was 6.2 percent in the seven major
countries, and 2006 figures should place it at around 5
percent. Governments have become fiscally responsible
no matter what their position in the political spectrum,
from Left to Right. The weighted average fiscal deficit of
the seven major countries was only 0.8 percent of GDP
during 2005. Argentina, Chile, and Venezuela actually
ran budget surpluses.

There are some important exceptions to this trend.
Venezuela is clearly following a different path, applying
the previous model of government intervention over
markets as a way to allocate resources and set prices.
Argentina's direction is less obvious. Following the peso's
devaluation and the debt moratorium of 2001, the
country appeared to be regressing to the previous
model. Now it is apparently moving closer to the region's
typical evolutionary path.
Implications for Growth
Because the overall drop in interest rates will spur
demand for loans across the board; that's excellent news
for the banking sector. So are longer maturities, which
have opened the way for the growth of many products
that require them, such as mortgages, auto loans, and
corporate bonds. Finally, if the current GDP growth rates
of 4 to 5 percent a year are sustained, with a resulting
GDP-per-capita growth rate of about 3 percent,
demand for consumer loans will probably increase
significantly as more households gradually join the
middle class.
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they must leverage their knowledge and talent
management across the region, for these factors can
give them important advantages over local leaders.

FOCUS
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Comparisons with emerging economies
elsewhere illustrate the growth potential of
banking in Latin America if it continues on its
path to monetary stability. Deposits in the
banking system represent only 32 percent of
GDP in the region, compared with 66
percent in India, 75 percent in the AsiaPacific's emerging economies, and 166
percent in China. When this gap narrows,
the banking sector's growth potential
becomes immense, as we have seen
recently. In 2002 bank deposits in Latin
America amounted to $465 billion. By
2005 they had grown by 60 percent, to
$748 billion, even after adjustments for
inflation. On the asset side, the growth
opportunity in mortgages stands out. Except
for Chile, which has enjoyed monetary
stability for more than a decade, none of the
major economies has experienced the
conditions needed to develop this important
market: mortgage loans represent 16
percent of GDP in Chile but only 9 percent
in Mexico, 3.6 percent in Colombia, and
less than 3 percent in the four other major
economies. These numbers would actually
be lower if governments didn't use subsidies
and forced-lending mechanisms.
The expanding assets of the region's
pension funds will support the growth of
mortgages and other instruments that
require longer maturities, for the funds will
generate demand for mortgage-backed
securities and other long-term instruments.
Over the next decade, the asset base of
these pension funds is expected to grow at
an annual rate of more than 10 percent.
The funds are the result of a pioneering
experience the privatization of the region's
pension systems. After watching Chile's
successful example, several countries
switched from defined-benefit, pay-as-yougo systems to contribution-based ones.
Among the large countries, Argentina,
Colombia, Mexico, and Peru have all
adopted variations of the Chilean system;
only Brazil and Venezuela have stayed on
the sidelines.
Opportunities
During the past 15 years, the banking sector
consolidated to a significant extent in Latin
America's major countries. The economic
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difficulties of the transition created a Darwinian process: the
strongest banks expanded, and the weak were bought or forced to
exit the market. The top five institutions hold more than 50 percent of
all banking assets in Argentina, Brazil, and Venezuela; over 70
percent in Chile; over 80 percent in Colombia and Mexico; and over
90 percent in Peru.
Private-sector banks dominate the top rankings. Only Argentina and
Brazil still have two government-owned universal banks in the top
five: Banco de la Nación Argentina and Banco de la Provincia de
Buenos Aires (in the case of Argentina), and Banco do Brasil and
Caixa Econômica Federal (in the case of Brazil).
Multinational banks are an increasing presence in the top rankings,
which local players once dominated. Four of the top five banks in
Mexico, for example, are foreign multinationals. Across the region,
and especially in Mexico, the largest foreign investments have been
made by made by Spain's Banco Bilbao Vizcaya Argentaria (BBVA)
and Banco Santander Central Hispano (Santander), Citigroup, and
HSBC. For now, Brazil and Colombia are the exceptions: in Brazil no
foreign bank has yet reached the top five; in Colombia only BBVA
has.
Strategic Choices for Local Players
The local leaders that survived the consolidation of the past two and
a half decades have been preparing for foreign competition. Their
strengths are economies of scale and superior coverage in their
home countries, as well as a thorough understanding of the local
markets and culture. These are by no means insignificant
advantages banking in Latin America is still mostly a local business.
The success of the leading banks is already being recognized by the
equity markets with high market capitalizations, high valuation
multiples, or both.
Given the multinationals' growing interest in Latin America's markets,

2. Become too large. Another strategy is to increase a
bank's market capitalization through aggressive organic
growth and mergers with local rivals but without
sacrificing too much return on equity. If the market cap is
high enough, only the world's largest banks would dare
allocate so much capital to a Latin American acquisition.
Bradesco, with a market cap of $37 billion, is a good
example of a bank that has followed this strategy:
among all of the multinationals in Latin America, only
the largest could swallow such a big institution.
Bancolombia is another example of a bank pursuing
scale. After undertaking two mergers in 2004, it recently
announced the acquisition of El Salvador's largest bank.
3. Pursue the two strategies simultaneously. Banco Itaú is
a good example of an institution that is pursuing both
strategies. With a market cap of $40 billion and a P/E
ratio of 17, it has become very large and expensive to
acquire. Itaú could itself become a multinational bank
by leveraging its capitalization and know-how across the
region, much as BBVA and Banco Santander Central
Hispano (Santander) did not long ago. Itaú's recent
moves in Argentina and Chile may indicate its interest in
this approach.
Achieving the growth and profitability required to keep
valuation multiples high will not be easy. Falling inflation
and interest rates spur demand for loans but also tend to
compress margins, especially in a context of growing
competition from multinational banks and specialized
attackers. Banks that have higher spreads on credit
products and are located in countries such as Brazil will
face the greatest challenge.
The key to success will be to go on leveraging the
advantages of scale and network coverage at the
country level to offer customers greater convenience and
to cut operating costs per transaction. It will also be
important to develop the skills to innovate or to be a fast
follower in the product lines that show the greatest
promise of future growth: mortgages, auto loans, credit
cards, and consumer finance.
Strategic Choices for Multinationals
Latin America's importance to the profitability of the

Knowledge and talent management are the biggest
advantages these banks can leverage across Latin
America to achieve their growth potential. Shared
services across the region also give them an opportunity
to generate economies of scale, though empirical
evidence indicates that such economies have yet to be
realized.
Latin American countries have many similarities in
language, demographics, culture, and, to a lesser
extent, regulatory frameworks. These similarities create
an opportunity to transfer innovations and best
practices, with only small adaptations, from country to
country. Exploited properly, they will give the
multinationals an important edge over the local leaders.
Managing talent is another advantage of multinational
banks with a presence across Latin America, because
executives can easily move from country to country
within the region and remain effective. Institutions such
as Citigroup, which has been fine-tuning its
organizational model there for decades, have turned
this capability into a significant competitive advantage.
Citigroup can tap into its talent pool across the entire
region when it has a specific leadership requirement. It
also develops the skills of its executives by exposing them
to varying responsibilities and challenges across many
countries.

The next decade is shaping up as an exciting time for the
players in Latin America's banking sector. Their future
prospects will be determined, to a great extent, by the
bets they are placing now. Large countries such as Brazil,
Chile, Colombia, Mexico, and Peru will continue to
attract much of the attention as they build sustainable,
market-based economic models. Smaller countries will
go on offering attractive opportunities as well; for
example, HSBC recently paid $1.8 billion for Banistmo
and Citigroup $1.5 billion for Cuscatlán, two of Central
America's leading banks. The banking sector's further
development along the lines described here will likely
provide a great boost to the overall economy. The
growth of some key sectors, such as housing,
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1. Become too expensive. A bank could try to push its
valuation multiple to levels much higher than those of
potential foreign acquirers to make the acquisition price
expensive and highly dilutive for them. Banco de
Bogotá, for example, has a multiple high enough to
pursue this goal.

multinationals that have invested there has become very
significant: for example, in 2005 the region supplied 46
and 32 percent of the profits of BBVA and Santander,
respectively. The numbers of other multinational banks
range from 8 to 15 percent, but all aspire to increase
that proportion

INDO-LAC BUSINESS

most of the local leaders run the risk of being acquired. If
they wish to maintain their independence, they have
three choices:

infrastructure, and consumer durables, will depend
largely on the availability and cost of bank financing.
Banking Trends in Colombia
With the systemic crisis of 1999 to 2002 well behind it,
banking in Colombia is enjoying fast growth and high
profitability. The current winners are the three largest
locally owned groups, which hold the top positions in the
industry. Their leadership, however, is facing a challenge
from multinational banks and from retailers entering the
consumer finance and credit card markets.

FOCUS

Colombia is unlike other major economies in Latin
America: it is the only one that never defaulted on its
foreign debt during the 20th century. As a result, its
economic growth rate has been less volatile. GDP
growth has been steady, at 3 to 5 percent a year since
1950, even as other countries faced major shocks in the
1980s and 1990s. Colombia's economy also avoided
the bouts of hyperinflation that have afflicted Argentina,
Brazil, and Peru. Its only recession in more than half a
century took place in 1999.
Unfortunately, Colombia is atypical in another way:
guerrilla and drug-trafficking groups, especially violent
in the 1980s and 1990s, held down overall growth and
the government's ability to control the fiscal deficit. Many
well-to-do Colombians emigrated or took their savings
abroad, and foreign investors shied away as the violence
escalated. By the end of the 1990s, many observers saw
Colombia as a failed state. The severity of the recession
of 1999, when GDP fell by more than 4 percent in one
year, appeared to indicate that they were right. Many
financial institutions failed or were rescued by the
government as credit losses skyrocketed.
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Since 2002, however, the security situation has
improved dramatically, and Colombia has returned to its
traditional pattern of moderate, continual expansion.
The economy grew by 5 percent in 2005 and by 6
percent in 2006. Public finances are again under
control, inflation has dropped to 4 percent, and longterm government bond yields in the local currency have
dropped below 9 percent. As a result, the country
expects to regain investment-grade status on its foreign
debt by 2008.
An interesting side effect of the security problem in
Colombia is that most of its major financial institutions
are locally owned. These survivors of the banking crisis
came out stronger and have led the consolidation
process that followed. It was their superior knowledge of
the local market and conservative credit policies that
enabled them to weather the crisis, which particularly
affected government-owned banks, smaller Colombian
banks, and some multinational institutions. The market
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leaders are Aval, Bancolombia, and Banco Davivienda,
in that order, with only one foreign bank in the top five:
Spain's Banco Bilbao Vizcaya Argentaria (BBVA). In
2005 the return on equity of the top three local groups
was a healthy 21 percent, well ahead of most of the
multinational competition. Including acquisitions, since
December 2002 their combined assets have grown to
$35 billion, from $15 billionre presenting a combined
market share of more than 60 percent.
As in Latin America more generally, the long-term
winners will be banks that take advantage of the
booming credit market resulting from longer maturities,
falling interest rates, and growing personal income.
Citibank in credit cards, Bancolombia in mortgages,
Banco de Occidente (part of Aval) in auto loans, and
other institutions that have created specialized business
systems tailored to the needs of these product lines
appear to be succeeding. Citibank, with few branches,
has become one of the top credit card players by relying
on specialized call centers and sales reps, transferring its
know-how from its other Latin American operations. The
leading local universal banks had relied on the more
traditional approach of selling cards in their branches.
The winning institutions are also likely to be banks that
can lead the development of the nascent capital
markets, introducing and serving as market makers for
new products, such as securitized assets and derivatives.
The asset base of privately managed pension funds will
provide the basic demand for more sophisticated
financial instruments; growing interest from local and
foreign institutional investors will increase it. The initial
success of Titularizadora Colombiana in securitizing
$1.6 billion in mortgages is only the beginning there will
be ample opportunities to securitize other types of loans,
to issue more equities, and to sell derivative instruments
for hedging risks.
International banks have already noticed the improved
business environment: BBVA and Citibank recently
made acquisitions, and more are sure to follow. Retailers
are also entering the market, hoping to replicate the
success of their peers in Chile and Mexico. Colombia's
banks will have the advantage of scale in the local
market and superior knowledge of their customers, but
international competitors will bring innovation in
products such as credit cards and mortgages, which
have already been tested in similar markets. The sure
winners of this process will be the personal and
corporate customers of these institutions as product
offerings become more competitive and interest rate
spreads fall.
(Luis Andrade is a director in McKinsey's Bogotá office.)

+

By Andres Maldonado
Chile's financial sector offers an attractive mix
of high profitability and high-growth
opportunities for its incumbents. The winners
over the past five years have been two
multinational banks, a state-owned bank, and
two locally owned banks. These institutions
have competed hard for clients through
innovative commercial offerings while
pursuing economies of scale through
consolidation. Retailers, however, are
challenging the banks' leadership in consumer
finance, particularly for lower-end customers,
by leveraging their broad client bases. Some
retailers now even have licenses to operate as
retail banks.
Chile boasts the most developed economy in
South America: it has an investment-grade
credit rating, an open economy, and a range
of bilateral free-trade agreements, including
one with the United States. Economic growth is
healthy and expected to average 4 to 5
percent annually for the next five years.
Income per head is close to $10,000 at
market exchange rates. In addition, the
privatization of social-security pensions has
generated a vast accumulation of resources
(now close to $80 billion), which has in turn
fueled the growth of the capital market.

Because the top five players share more than 70 percent of the
assets, the financial system is highly concentrated. The market
leader is Santander Santiago (a subsidiary of Banco Santander
Central Hispano), with close to 20 percent of total assets, followed
by Banco Estado (a state-owned bank) and by two locally owned
banks, Banco de Chile and Banco de Crédito e Inversiones (Bci),
each with around 15 percent. Rounding out the group is the
multinational Banco Bilbao Vizcaya Argentaria (BBVA), with 7
percent.
The three most profitable large banks during the past five years
Santander Santiago, Banco de Chile, and Bciare the products of
consolidation. The leader, Santander Santiago, resulted from a
2002 merger between Banco Santiago and Banco Santander,
themselves the products of earlier mergers. These mergers, plus a
competitive commercial culture, have allowed Santander
Santiago to improve its cost-to-income levels from nearly 60
percent in 2002 to 40 percent in 2006.
Retail banks have some serious nontraditional competitors in
Chile, however. Large retailers such as Ripley and Paris have
developed a consumer finance model that is efficient, fast, and
friendly, allowing them to leverage their consumer relationships
consistently with on-the-spot credit approval at the moment of
purchase. Having captured nearly 25 percent of the growth in the
consumer finance market during the past five years, retailers today
control almost 20 percent of it. To compete against this very
tangible threat, banks have become more flexible and responsive
by creating independent business units for a variety of services,
including credit cards and point-of-sale financing. Even so,

The financial system is efficient and
transparent, with interest rates of 6 to 8
percent and low spreads of 3 to 4 percent
close to levels in other developed markets,
such as Spain. Chile also has a very high loanto-GDP ratio of 90 percent, compared with
30 percent for Brazil.
Banks in Chile have enjoyed returns on equity
of about 15 percent annually during the past
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Chile:
A Mix of High
Profitability &
Opportunity

five years. Some of the largest players consistently extract 20
percent or more. Double-digit growth has been the norm, and the
assets of the top five players have increased by upward of 15
percent a year. The reasons for these excellent results are greater
consumer penetration and better economies of scale, primarily
through consolidation, which has reduced the number of banks
from 40 in the 1990s to about 25 today.

retailers are gaining ground. Because their credit cards are
less regulated (for example, the cards are not subject to
interest rate restrictions), banks are lobbying for equal
regulatory treatment.
So who will win the business of lower-end consumers in Chile:
banks or retailers? To prevail, banks need products and
broad distribution models to provide these people with
hassle-free and friendly alternatives perhaps a fixed-payment
credit card delivered through very low-cost branches or
through joint ventures with partners (such as gas stations) that
have many outlets.

FOCUS

As for retailers, to win they will have to upgrade their
consumer finance relationships into sustainable and
profitable retail-banking relationships. They face three
challenges. First, they must offer consumers an attractive
value proposition, which could imply extending the
acceptance of private-label cards to rival franchises such as
MasterCard or Visa. To finance their asset growth, they must
also develop a sustainable and scalable deposit base by
complementing low-end consumer deposits with institutional
deposits from large corporations. Finally, retailers need to
develop the required operational and IT platforms.
For competing banks, success will also depend on
developing private banking to serve the country's rising
affluent population. That will require a combination of top
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Mexico:
Emerging as
Winner Out of a
Deep Crisis
Only a decade after Mexico had to be bailed out,
its banking sector has become one of the most
profitable in Latin America, with a return on equity
of 27 percent, compared with Colombia's 21
percent and Brazil's 20 percent. Multinational
banks are the clear winners, at the expense of the
local incumbents, many of which have been
acquired in recent years. And the outlook for
growth is promising: credit for the private sector
equals only 24 percent of assets, compared with
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service and capital-building investment
alternatives. Currently, most affluent clients get an
account officer whose central role is to facilitate the
interaction of the customer and the bank and to
offer retail-banking products. Future winners will
have to upgrade the current offering with more
sophisticated local and international investment
products, as well as high-quality advice.

+

Political turmoil in the mid-1990s led to a massive flight
of capital. The government avoided a run on the banks,
took over the management of institutions that couldn't
meet their capitalization requirements, and made it
easier for multinational banks to acquire control of
financial companies. The multinationals strengthened
the system by bringing in managerial expertise and
capital. Today the sector is highly concentrated; the five
largest banks Banco Bilbao Vizcaya Argentaria (BBVA),
Banorte, Citibank, HSBC, and Banco Santander Central
Hispano (Santander)account for 80 percent of assets.
Of these five, only Banorte is Mexican owned.
Economic recovery is in the air. GDP growth reached 3.4
percent in 2006 and is expected to stay at 4 percent
during the next few years. With public finances under
control, Mexico regained investment-grade status for its
debt in 2002. Inflation is holding steady at less than 5
percent, and for the first time in the country's history the
government has issued a 30-year maturity bond in local
currency, signaling confidence in the market. Salaries
and purchasing power are recovering, boosting
demand for consumer credit, which grew at a rate of
35.4 percent a year from 2000 to 2005, while
mortgage originations rose by 9.9 percent annually.
Nonperforming loans remain at less than 2 percent of
total loans outstanding. The spread between what
borrowers pay and the banks' cost of funds at 4.6
percent is strong, and higher than Chile's (3.9 percent)
and Spain's (1.4 percent).
Greater demand for funds, coupled with limited
competition, has made banks highly profitable. But they
face enormous challenges, not least because
government regulators, in an effort to foster
competition, are allowing retailers to hold banking
licenses. In addition, there is a huge need for specialized
skills and a shortage of talent to manage the sector's
growth. Finally, Mexico's banking infrastructure is
limited. The number of branches and ATMs per capita is
much lower there than in some other Latin American
countries: per capita, Brazil has three times as many
ATMs and Chile 30 percent more branches.

Similarly, only 32 percent of small and midsize
enterprises have access to credit,1 compared with 72
percent in Chile and 92 percent in the United States. So
far, nontraditional financial players have innovated by
astutely judging their customers' ability to pay, operating
in nontraditional settings, and keeping costs low: for
example, nontraditional housing-mortgage lenders,
which have $10 billion in assets, assess potential
customers by determining whether they have
demonstrated an ability to save (instead of requiring
traditional proof of income, which these customers,
typically in the informal sector of the economy, don't
have). Retailers have also used their store networks to
reach population segments unaccustomed to visiting
bank branches. Such strategies have allowed these
players to minimize their operating expenses and
investments.
Traditional banks are starting to follow suit, sometimes
by acquiring nontraditional players. BBVA, for instance,
bought Hipotecaria Nacional, the largest specialized
home mortgage lender, and HSBC acquired Ford Credit
of Mexico, the local financing arm of the car
manufacturer. As new players try to achieve scale and
increase market share, more consolidation is likely to
follow among the companies trying to serve the
unbanked population.

FOCUS

The economic and political events of the past two
decades have been central in shaping the banking
landscape. An economic crisis in the late 1980s pushed
the government to privatize banks. Local nonbanking
businesses such as brokerages acquired financial
institutions at very high price-to-book (P/B) ratios and
through highly leveraged capital structures.

In the coming years, growth will depend largely on
finding innovative ways to serve the huge “unbanked”
population segment. Only 38 percent of Mexico's
households have access to financial services.

New skills will be required to take advantage of some of
these opportunities. Mortgage lenders, for instance,
have recently raised large sums by securitizing their
credit portfolios (almost $2 billion placed in mortgagebacked securities). Deeper credit securitization could
become an important vehicle for expanding the sector,
but that will force financial institutions to develop
specialized capabilities.
The financial system's expansion will make demands on
all stakeholders, including banks, which must find the
talent to underpin growth, and government regulators,
which have to increase their coverage of an increasingly
sophisticated sector. But the benefits will greatly
outweigh the problems of added complexity. Most likely,
the large demand for credit will keep profits at attractive
levels over the next few years.
(Andres Maldonado is a principal in McKinsey's Bogotá office)

+
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62 percent in Chile and 49 percent in Spain.

Brazil Facing
Big Changes & Challenges

All for the Better

FOCUS

By Felipe Góes

Banking in Brazil is facing big changes for the better, as
far as the country's consumers are concerned. The
government's fiscally responsible policies and sound
economic leadership over more than a decade have
made it possible for interest rates to fall (though, at
about 8.0 percent, Brazil still has the world's highest
interest rates in real terms). What's more, the central
bank has introduced measures aimed at increasing
competition among banks and reducing the spread
between what borrowers pay and the banks' cost of
funds. This combination of declining interest rates and
greater competition will probably lead to lower spreads
for banks, but lower interest rates will also accelerate the
growth of lending volumes. Thus, total system revenues
will continue to grow but at a slower pace than they have
in recent years.

INDO-LAC BUSINESS

Brazil's banking sector offers a great deal of potential
growth to be tapped. A history of inflation and high
interest rates has resulted in relatively low volumes of
credit and savings: total credit is only 31 percent of GDP
in Brazil, compared with 69 percent in Chile, 101
percent in Spain, and 125 percent in the United States.
Yet Brazilian players have distinctive capabilities, such as
strong customer segmentation strategies and welldeveloped automated services.
In fact, Brazilian banking is already undergoing a
transition. Total credit has been rising by 20 percent a
year during the past five years, and consumer credit is
growing even faster. Credit volumes should continue to
increase by 15 to 20 percent every year. With lower
interest rates, however, the volume is likely to change
from shorter-maturity products, such as personal loans,
to longer-maturity ones, such as auto loans and
mortgages.
To succeed in this transition period, Brazil's banks will
have to boost their operational efficiency in credit
concessions, servicing, and collections to promote
faster, healthier growth; develop longer-maturity
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products in credit
and savings;
enhance service and
quality in response to
tough
er competition; improve
t h e i r
risk-management skills,
especially
for the lower-income
segment;
and control costs to sustain
c u r r e n t
profitability levels. They also will
have to overcome
structural factors that may stand in the way of
operational excellence, such as the low volume of assets
per customer, the heavy use of checks, and the central
bank's reserve requirements, dating back to the days of
high inflation.
Banking sectors in countries that have undergone similar
transitions help to illustrate how banks in Brazil can use
the present situation to advantage. In Portugal, for
example, interest rates fell from 8.4 percent in 1991 to
4.4 percent in 2000. During that period, the lending
market expanded to $193 billion, from $45 billiona
compounded annual growth rate of 18 percent. The
Portuguese bank Millennium increased its market share
to 23 percent (from 7 percent) in assets and to 28
percent (from 4 percent) in loans. This growth was driven
by acquisitions and by a clear focus on mortgages,
consumer finance, and loans for small and midsize
enterprises.
Brazil's transition offers opportunities for local and
international institutions alike. The locals have a chance
to leverage capabilities they have developed, such as
consumer lending, and apply them in other markets,
thus positioning themselves for international expansion.
Multinationals already present in Brazil can leverage the
capabilities they have learned in economies with lower
interest rates, such as managing longer maturity
products and serving the small and midsize enterprise
segment.
(Felipe Góes is a principal in McKinsey's Rio de Janeiro office.)

+

Taking Advantage of Rich Arts & Crafts Heritage

Alleviating Rural Poverty

HERITAGE

Through Exports

India has a very rich and diverse base of artisan-related
village industry that is highly employment intensive, ecofriendly and based on traditional skills. Typically these
employ simple manufacturing processes that use hand
tools or simple machines with no or low energy usage for
fulfilling the local market needs. Such products may be
handmade textiles like khadi, handicrafts, bamboo
products, products, artwork like paintings, artifacts,
metal-based products, etc and are generally produced
in clusters. Rural and traditional sector enterprises are
estimated to contribute to about 15% of total output of
small-scale industries and about 40% of the workforce is
employed in the sector.

INDO-LAC BUSINESS

Rural Entrepreneurship and Poverty
Reduction
Entrepreneurship development, like for any other
developing country, is critical for India, more so if our
country wishes to achieve the status of an economic
super power with equitable income distribution. The
spirit of entrepreneurship is clearly mirrored in any
country's village and small enterprises. The village and
small scale sector in India, which has a substantial rural
base, plays a vital role in entrepreneurial development
and export orientation of our economy. The sector
accounts for over 90 percent of industrial units in the
country, 40 percent of value addition in the
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manufacturing output, and approximately 35 percent of
India's exports. Further, the sector is a significant
contributor to gainful employment for over 26 million
people.
The grassroots enterprises, i.e. rural and village nonfarm sector, has an immense potential to generate new
jobs in India with relatively low direct investments, by
utilizing local skills and resources or by meeting local
demands by adoption of simple techniques.
Development of this sector would also prevent migration
of rural population to urban areas in search of
employment, reduce the pressure of increasing
urbanisation and facilitate poverty reduction. Rural
enterprises can play a crucial role in development. Rural
entrepreneurship development is necessary both at the
farm-level, in the processing industries (agro-processing
enterprises) and in the rural non-farm sector. Although
enterprise promotion is a necessary strategy to promote
rural growth, it not only entails access to productive and
affordable technologies, but must also be
simultaneously complemented by measures which
empower the poor directly, such as basic education,
health services, and in general, the provision of a rural
infrastructure. Asset creation for improving the
household's livelihood security is a necessary
complement to enterprise promotion and must be part
of a strategy for rural income generation.

commerce, transport and communication facilities, etc. There would
be increased availability and improved capacity for maintenance,
repair and improvement of farm machinery. Further, a thriving rural
grassroots enterprise sector would also help in reduction of regional
disparities through location of industrial units in backward areas.
Rural industries would thus help in generation of new employment
opportunities, creation of new skills, opening up space for rural
entrepreneurship and eventually facilitate eradication of poverty.

Exports from Rural Grassroots Enterprises: Catalyst
for Poverty Reduction

In order to make rural products of marginal areas more competitive in
international markets, the interventions should emphasize on
innovative marketing strategies which go beyond the past efforts of
“fair trade”. So far, fair trade marketing through labels and through
NGOs have achieved a considerable, no doubt market share, but
we are still tackling only “niche markets”. We should aim at tackling
mainstream markets as well, if we want to have a significant impact.
To achieve growth, rural areas need productive activities which
produce rural exports: goods and services that can be traded outside
rural areas. The most important are likely to be agricultural products,
but natural resource extraction (forestry, mining, fishing), allied
agricultural activities (stall-fed livestock, bees, silk, aquaculture), rural
tourism, traditional craft products, rural industry and rural remittances
through migration also have potential as rural growth engines. In
general, however, competitive advantage is found in sectors in which,
inter alia, labour is cost sensitive and can exploit low opportunity cost
of labour off-season, and the rural population have specialised skills
(e.g. arts and crafts).
+
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A dynamic rural grassroots enterprises
sector can reduce, if not stop, skill drain
from the countryside, if sufficiently
lucrative alternatives for employment are
provided. Rural industrialisation will also
have a significant spin-off for agricultural
development. By creation of better rural
infrastructure it could raise agricultural
productivity through provision of better
roads, canals, storage facilities,

Markets for the rural poor are being restructured by trade
liberalization and globalisation. While trade liberalisation has
brought stiff competition by way of cheap imports, it has also opened
up several opportunities for expanding production due to improved
prospects for stepping up exports of certain labour intensive, artisan
and cheap raw material based rural non- farm products. Equal access
to markets and asset control, as well as improved skills, generally help
the poor to gain from liberalisation. Liberalisation without preparing
the rural people for the economic and social consequences of open
markets has not benefitted the poor. Typically, the rural poor face high
physical and transactions costs in accessing markets. They are also
constrained by lack of information about markets, lack of business
skills and collective organization that can interact with large market
intermediaries. The poor are more exposed to price fluctuations.
Moreover, liberalisation increases income fluctuations, through
changes in export prices.

HERITAGE

The other important mode of poverty reduction through rural income
generation is improved access to international markets. This can be
achieved by innovative marketing strategies to urban markets in the
developing World, but also to the consumer markets in neighbouring
or/and industrialized countries. For both attempts, the
competitiveness of rural grassroots enterprises must be significantly
strengthened. This can be achieved through by trying out various
methods to link rural areas to dynamic international markets.

Net up 10.6 pc at Rs 299 cr in 2006-07;
Disbursements Zoom 47 pc to Rs 22076 cr

REPORT

Exim Bank Excels in
Silver Jubilee Year
Export-Import Bank of India
(Exim Bank) has declared an allround improvement in its
performance during the
financial year 2006-07 ending
March. Exim Bank's Chairman
and Managing Director T.C.
Ve n k a t S u b r a m a n i a n ,
announced the Bank's results for
the year, the 25th silver jubilee
year of the Bank's operations,
recently in Mumbai.

The Financial Highlights Include:
• Net Profit (after tax) at Rs. 299 crore, an increase of
10.6 percent over the previous year.
• Rs. 95.62 crore will be transferred to the Central
Government as per the Exim Bank Act, as compared to
Rs. 86.75 crore in 2005-06.
• Capital Adequacy (Capital to Risk Assets Ratio) stood
at 16.38 percent.
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BUSINESS PERFORMANCE
• Loan approvals aggregated Rs. 26762 crore during
2006 - 07 as compared to Rs. 20489 crore in the
previous year, an increase of 31 percent. Disbursements
aggregated Rs. 22076 crore, as compared to Rs. 15039
crore during the previous year, an increase of 47
percent. Loan Assets increased by 29 percent moving
upwards to Rs. 23274 crore as on March 31, 2007 from
Rs. 18028 crore as on March 31, 2006.
• Net NPAs formed 0.5 percent of net loan assets as on
March 31, 2007.
• During the year, the Bank extended sixteen Lines of
Credit (LOCs), aggregating US$ 542 mn, covering 42
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countries to support export of projects, goods and
services from India. Seventy three LOCs covering eighty
three countries in Africa, Asia, CIS, Europe and Latin
America, with credit commitments aggregating US$ 2.3
billion are currently available for utilisation, while a
number of prospective LOCs are at various stages of
negotiation. The Bank lays special emphasis on
extension of LOCs as it is an effective market entry
mechanism especially for small and medium enterprises.
• Project export contracts supported by Exim Bank
amounted to Rs. 14000 crore and were secured by 21
companies in 20 countries.
• As on March 31, 2007, guarantees on book were at
Rs. 3536 crore.

RESOURCES/TREASURY
• The Bank raised borrowings of varying maturities
aggregating to Rs. 10621 crore, comprising Rupee
resources of Rs. 6461 crore and foreign currency
resources of US$ 957 mn. equivalent.
• Market borrowings as on March 31, 2007 constituted
85 percent of the total resources.
• During the year, Government of India subscribed Rs.

• The Bank's domestic debt instruments continued to
enjoy the highest rating viz. 'AAA' from the rating
agencies, CRISIL and ICRA. As on March 31, 2007,
outstanding Rupee borrowings including bonds and
commercial paper amounted to Rs. 14534 crore.
• During 2006-07, Standard & Poor's and Fitch Ratings
have upgraded the Bank's credit rating from BB+ to BBB. The Japan Credit Rating Agency (JCRA) enhanced the
outlook on the Bank's BBB credit rating to 'positive' from
'stable'. Taken together with the Baa3 rating from
Moody's, the Bank at present holds investment grade
rating on par with the India sovereign from four
international credit rating agencies.

NEW INITIATIVES
Joint Venture with Khadi and Village Industries
Commission
• The Bank is in discussion with the Khadi and Village
Industries Commission (KVIC), to set up a joint Export
Marketing Organisation that will contribute to capacity
building of grassroots business enterprises, and promote
exports of products from rural enterprises thereby
resulting in inclusive growth. The Bank would help KVIC
in identifying products with export potential, countries
keen on importing such products and interested buyers
abroad. The project will have an initial investment of Rs.
5 crore, of which Rs. 2 crore each will be contributed by
Exim Bank and KVIC with the balance Rs. 1 crore to be
subscribed by a number of NGOs / SHGs engaged in
production of rural agro/handicraft products. While
Exim Bank's Board has approved the investment, KVIC is
in the process of obtaining approval of Government of
India for their investment.

Rural Grassroots Business Initiatives
• The Bank has introduced an innovative facility to
support globalisation of rural industries through its
Grassroots Business Initiative. Towards this end, Bank

• The International Finance Corporation (IFC), a
member institution of the World Bank Group, has set up
a display-cum-sales centre called 'Pangea' at
Washington D.C. where agro and rural products from
various developing countries are displayed. The Bank, in
association with IFC, organised an 'India Day' at Pangea
at which products produced by a number of NGOs /
SHGs in India were displayed.
• The Bank is also actively involved in extending export
market access support to rural products through
innovative export marketing services, effectively utilising
its overseas offices and institutional linkages, as also by
extending lines of credit to overseas buying houses and
department stores for importing a variety of products
from India. Exim Bank has thus been able to leverage
such lines of credit to promote export of agro and rural
products, and has arranged for procurement of orders
from Singapore, South Africa, Hungary, USA for such
products.

REPORT

• Foreign currency resources raised during the year
included US$ 269 million. equivalent by way of second
issue of Samurai bonds/FRNs. FC resources of US$ 688
million equivalent were raised through bilateral/club
loans. As on March 31, 2007, the Bank had a pool of
foreign currency resources equivalent to US$ 2.57
billion.

has consciously sought to establish, nurture and foster a
variety of institutional linkages. One such example is a
cooperation arrangement with the Confederation of
NGOs of Rural India (CNRI), a non-profit organization
with membership of 5000 NGOs spread across all
provinces of India. Under this arrangement, Exim Bank
assists CNRI members with capacity building, training
and access to national and global markets.

Focus on SMEs
• Special Line of Credit from ADB: The Bank is
negotiating a long term Line of Credit of US$ 250 mn.
from the Asian Development Bank, without Central
Government guarantee, for extending loans to SMEs.
The Bank will have an option to draw the funds in
different currencies, as per the needs of its customers.
• Innovative Programme for SMEs: The Bank has entered
into a cooperation arrangement with the International
Trade Centre (ITC), Geneva for implementing a unique
Enterprise Management Development Services
program, which is an IT based facilitator to enable small
enterprises to prepare business plans with the
international market in focus. This is a pioneering
initiative for supporting SMEs and for providing term
loans and export finance facilities to the identified units to
help them in their globalisation efforts. The Bank is
partnering ITC in implementing this programme as a
pilot project. The Bank thus supports small enterprises
through capacity building and assistance in formulation
of viable proposals. It is envisaged that the learning from
this programme would be transferred to other
developing countries, and thus assist in capacity creation
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50 crore towards capital of the Bank and Bank's paid-up
capital increased to Rs. 1000 crore, which is equal to the
current authorised capital of the Bank as on March 31,
2007. Government of India is in the process of
increasing the authorised capital to Rs. 2000 crore.

and institution building in the global arena.

Untied Loan of US$ 100 million equivalent
from the Japan Bank for International
Cooperation
• During the year, Exim Bank entered into an agreement
for an Untied Loan facility with the Japan Bank for
International Cooperation (JBIC). The facility provides
competitively priced resources equivalent to US$ 100
million to the Bank, on long term basis, for onlending to
eligible Indian borrowers. The proceeds will be onlent to
corporates which have business relationships with
Japanese companies, Indo-Japanese joint ventures and
subsidiaries both in India as well as overseas and other
eligible users.

REPORT

Global Network of Exim Banks and
Development Finance Institutions (G-NEXID)
• Exim Bank of India with the support of a number of
other Exim Banks and Development Finance Institutions
(DFIs) from various developing countries in Asia, Africa,
Latin America and CIS have set up a Global Network of
Exim Banks and DFIs called G-NEXID under the auspices
of UNCTAD in Geneva to boost South-South
Cooperation in trade and investment. The second
Annual Meeting, held on March 22, 2007, witnessed the
technical launch of G-NEXID's official website
(www.gnexid.org), whose objective is to create
competitive online presence, facilitate information and
experience sharing, brand building, training and
conduct of business among the member institutions. GNEXID has been granted 'observer' status by UNCTAD.

US$ 1 Billion Medium Term Notes (MTN)
Facility
• During 2006-07, a Medium Term Notes (MTN)
programme for US$ 1 billion has been established by the
Bank to facilitate raising of resources in the international
debt capital market on a regular basis. The programme
will offer flexibility to the Bank in terms of quantum,
structure and timing of raising foreign currency
resources.
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Overseas Investment Finance Programme
• The Bank has a comprehensive programme in terms of
equity finance, loans, guarantees and advisory services
to support Indian outward investment. During the year,
28 proposals were sanctioned funded and non-funded
assistance aggregating Rs. 1940 crore for part financing
their overseas investments in 15 countries including
Spain, UK, Indonesia, Malaysia, Norway, Brazil, Egypt,
Israel, Iran, Dubai etc. Exim Bank has provided finance

24 April-June 2007

to 176 ventures set up by over 147 companies in 54
countries so far. Aggregate assistance extended for
overseas investment amounts to Rs. 4960 crore covering
various sectors including pharmaceuticals, home
furnishings, ready made garments, chemicals & dyes,
computer software & IT, engineering goods, natural
resources (coal & forests), metal & metal processing, and
agriculture & agro-based products. Overseas
investments supported by Exim Bank during the year
include : acquisition of a Spanish company engaged in
manufacture of branded generic formulations;
acquisition of a large home textiles company in the UK;
acquisition of South East Asia's largest Design &
Build/EPC Company in Singapore; acquisition of a
company in Indonesia which owns mining rights in
Indonesian coal mines; acquisition of an agrochemical
company in the Netherlands; acquisition of an oil drilling
company in Norway; acquisition of a company in
Malaysia which is the owner and operator of the largest
integrated pulp and paper mill in Malaysia along with
large concessions of forest land; setting up a wholly
owned subsidiary in Sharjah, UAE for manufacture of
liquid packaging (HDPE Drums).

Focus on Gulf Co-Operation Council
Countries & Central Asia
• During the year, the Bank opened a representative
office in the prestigious Dubai International Financial
Centre, Dubai. The Dubai office of Exim Bank is
expected to play a key, catalytic role in further enhancing
trade and investment flows between India and the Middle
East Region. By virtue of its strategic location, the office
will also help Indian companies increase their business in
the Central Asian and North African regions.

RESEARCH & PLANNING
• Five Occasional Papers were published by the Bank
during the year, namely, Japanese and US Foreign Direct
Investments in Indian Manufacturing: An Analysis;
Maghreb Region: A Study of India's Trade and Investment
Potential; Strengthening R & D Capabilities in India; CIS
Region: A Study of India's Trade & Investment Potential
and Indian Chemical Industry: A Sector Study. During the
year, the Bank also published a Working Paper titled
"Indian Construction Industry: Opportunities Abroad".
• The Bank also brought out a publication titled "Looking
through the Kaleidoscope: India and Globalisation"
which is a compendium of Exim Bank's Commencement
Day Annual Lecture Series for the period 1986 to 2006,
+
in commemoration of Exim Bank's Silver Jubilee.

Can India Tackle Global Poverty?

So, this brings me to the title of my lecture-Imagining
Inclusive Globalisation: India's Role in Tackling Global
Poverty. I intend to explore the role that India might play
in steering the process of globalisation so that it is more
likely to improve the lives of the world's poorest people. I
shall look at this both in India and beyond India's
national boundaries.
There is much evidence that globalisation has, in
aggregate, improved the human condition. But
globalisation has different impacts on different people.
At the risk of oversimplification it could be held to have
three main effects on wealth and well-being;
• It makes the rich very rich and makes the super-rich
mega-rich
It makes a large number of people in the middle of the
global wealth distribution better off, or likely to become
better off in the near future, and improves their lives.
For a large group - sometimes called the 'bottom billion'
but it may be more than that - it has not made life better
and may have made things worse, sometimes much
worse.
How might we re-shape globalisation so it helps, rather
than hinders, the lives of this bottom billion- those
people who are the losers from globalisation in both

David Hulme is Leverhulme Professorial Research
Fellow and Professor of Development Studies at the
School of Environment and Development, University
of Manchester. He was the Founder-Director of the
Chronic Poverty Research Centre (CPRC) and is
currently an Associate Director of the CPRC, the
Global Poverty Research Group (Universities of
Manchester and Oxford) and the Brooks World
Poverty Institute (BWPI) at the University of
Manchester. Prior to
these positions, he was
Director of the Institute
for Development Policy
and Management
(IDPM) at the
University of
Manchester (19921997).
Since 2000 Professor
Hulme has directed the
C h r o n i c Po v e r t y
Research Centre, a collaboration of universities,
research institutes and NGOs in Europe, Africa and
Asia. The focus of CPRC has been on those who are
trapped in poverty and are unlikely to be able to
improve their own or their children's prospects despite
the growing material wealth and technical knowledge
of the world. This has involved research and policy
advocacy with governments and multi lateral
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Monitoring and implementation mechanisms have
been Set up in an attempt to achieve the Millennium
Development Goals and billions of dollars in foreign aid
have been mobilised - though not as much as promised.

PERSPECTIVE

The processes of globalisation that have
improved the lives of so many in recent
times have not provided the chronic
poor with opportunities and have often
made their lives more miserable. They
remain trapped in poverty. In a lucid and
thought-provoking analysis, Prof.
David Hulme talks about chronic
poverty that is plaguing a billion people
in the bottom rung of the global
pyramid, ways and means of tackling
this syndrome and what role India can
play internationally to help mitigate this
malaise. Excerpts of the Exim Bank
Commencement Day Annual Lecture
2007, delivered in Mumbai recently.

relative and absolute terms?

India & Chronically Poor

My task here is to explore the possibility of a more
inclusive globalisation that reaches down to the bottom
of the pyramid, recognising that globalisation has both
positive and negative impacts.

We should note at least three things :

The Chronic Poor - Trapped in Poverty
Defining and measuring poverty is a fiercely contested
issue. In recent times, there have been significant
conceptual and methodological advances in terms of
appreciating the multidimensionality of poverty particularly through the work of Amartya Sen - and in
assessing the depth of poverty. However, time has been
neglected in these conceptualisations - indeed one can
argue it is the missing dimension of poverty.
There are three distinct forms that chronic poverty
can take:

PERSPECTIVE

• Poverty that is experienced by people for all or most of
their lives
• Poverty that is inter-generationally transmitted -when
the childhoods that parents can create for their children
make it highly likely that those children will become poor
adults
• Premature deaths - when a person dies a preventable
death because of poverty.
Much of what I shall talk about today is an elite analysis,
but we need to recognise that chronically poor people
have their own views about their condition and have
personal agenda. A group of disabled women in
Uganda provided my colleague, Charles Lwanga-Ntale,
with a very vivid description:
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'Chronic poverty is like that poverty that is ever present
and never ceases. It is like the rains of the grasshopper
season that beat you consistently and for a very long
time. You become completely soaked because you have
no way out ... some poverty passes from one generation
to another, as if the offspring sucks it from the mother's
breast. They in turn pass it on to their children'.

• India is the country with the largest number of
chronically poor people. This is a reflection on the
country's huge population but also indicates the scale of
the challenge it faces.

Who are the Chronically Poor?
They include people who would be classified in a census
as 'economically active' - especially casual labourers in
agriculture and construction -and those who would be
classed as economically inactive -older people, disabled
people, young children. At times this division between
working and dependent poor may be useful but we do
need to note its shortcomings. Many non-economically
active poor people are working long hours on the
margins of the informal economy - gleaning rice or
coffee after harvest, minding orphans 24/7, and many
other jobs.
At the risk of over-generalising about such a diverse set
of people we can identify some common characteristics.
Often, chronically poor people are those who are
discriminated against - marginalised ethnic/religious
and cultural groups, low castes, tribal people and
nomadic people; refugees and internally displaced
people; migrant labourers; disabled people and those
with chronic ill-health (especially with HIV/AIDS in Africa
- but this disease is now doing its worst in India too). We
also need to note that women and girls have increased
likelihoods of being chronically poor and that
households that appear non-poor can have members daughters-in-law, domestic servants, widows - who are
deeply deprived.
These structural factors are compounded by household
level and life cycle factors - children and older people
are more vulnerable to extended periods in poverty and
households headed by older people, disabled people
and children are likely to be trapped in poverty.
There are also national geographies to chronic poverty.
The poorest are most likely to be living in remote areas
with low agricultural potential that are not well
connected to the national economy. Research in several
countries reveals that chronic poverty is also an urban
phenomenon and is growing rapidly, but we know little
about the degree to which it is concentrated in specific
areas or dispersed more generally.

Why are they Chronically Poor?
This is a big question that I can only scratch the surface of
in a short time.
First amongst the maintainers comes the quantity and
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Second comes social exclusion and adverse
incorporation, overlapping but distinct ideas.
Social exclusion implies that people are
trapped in poverty because they are
discriminated against, stigmatised or invisible
to other members of the society they live in.

The Narmada Dam
For example, the reduction in access to land,
water, and common property resources that
occurs when poor regions are incorporated into
national and global economies - a classic
example would be those displaced by the
Narmada Dam. This makes people dependent
on jobs as casual labourers, which are
extremely insecure. To ensure their survival in
such vulnerable circumstances, poor people
have to develop relationships with patrons and
to 'stay secure' they enter into contracts that
ensure they 'stay poor'.

So, how can chronic poverty be tackled? Rather than doing this in
general terms I focus on India. The first section looks at what can
be done in India. The second looks at a question that I think has
been neglected - what role might India play in helping the poorest
outside of India?
To explore policies for tackling chronic poverty in India I use a
simple framework from the World Bank's World Development
Report 2000/ 2001. It identifies three fronts on which poverty
must be battled.
• Opportunity (economic growth and employment)
• Empowerment (rights and democracy)
• Security (social support, social protection, law and order)
These three elements are closely interlinked and progress with any
one of them is likely to be beneficial for the others. There is the
image of a three legged stool - for the stool to work you have to
have all three legs! The Report says that these three elements need
to be treated in a non-hierarchal way, each is as important as the
other.
I have concluded that while having no hierarchy may be an
effective strategy for the moderately and transitorily poor, it is not
optimal for the chronic poor. To assist people trapped in poverty
we need a livelihood security first approach. Why? Because
before most chronically poor people can think seriously about
taking the risk of seizing new opportunities - changing
employment, shifting to horticulture, borrowing the money to
migrate to Mumbai - they need to know that they have the security
to cope if things go wrong with their new strategy. In concrete
policy terms this means public investment in social protection
policies so that chronically poor people can think about seizing
opportunities with a reduced risk of ending up destitute or
excessively indebted.

PERSPECTIVE

quality of economic growth. Countries or
regions with no or slow or narrowly based
economic growth are unable to provide
opportunities for poor people to improve their
livelihoods and so many poor households have
no 'exit routes' out of poverty. The quality of
growth is as important as the rate of growth for
the chronically poor.

Opportunity - India's Bold Step
In recent years the Government of India has taken a bold step in
this direction with the National Rural Employment Guarantee
Scheme (NREGS) to help stabilise the incomes of the rural poorest
and ensure they have a fall back position if their household
strategies fail. This promises the rural poor up to 100 days labour
on public works per annum.

Empowerment
This takes us to the next leg of our three-legged stool. The World
Bank calls this empowerment - enhancing the capacity of the
poorest to demand that state institutions, and the private sector
deliver the services they are supposed to deliver and do not exploit
the poor through corruption or sub-standard services; and,
strengthening the rule of law and order.

Economic Growth
And now to the third leg - economic opportunity. Economic
growth is essential for concerted poverty reduction but that does
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Tackling Chronic Poverty in India

not mean that all growth is good for the
poor, as Dollar and Kraay of the World Bank
erroneously announced some years ago.
This is especially the case for the poorest.
For growth to benefit them policies are
needed to match the capabilities of the
chronically poor to the forms of opportunity
that are opened up by globalisation
induced growth.

Redistribution
A neglected aspect of the opportunity
component concerns redistribution. There
is both theoretical and empirical evidence
that rates of economic growth and poverty
reduction are higher in less unequal
societies - South Korea, Taiwan and Japan
are the outstanding historical examples. At
the macro-level this means progressive
taxation, both personal and business.

PERSPECTIVE

Tackling Global Poverty: What
can India do?
The argument could be made that as India
has so much poverty of its own, it should not
engage with reducing poverty outside of
India until it has virtually eradicated
domestic poverty. I can sympathize with this
point but I would counter it with the
argument that these circumstances do not
mean that India should totally abandon the
idea of helping poor people beyond its
border. Rather, it should place a vastly lower
weighting on this goal compared to the
goal of national poverty eradication.
In a small number of countries - Denmark,
the Netherlands, Norway, Sweden, and very
recently the UK - a moral vision now
dominates development cooperation. In
other countries - for example, France,

Japan and the USA - such moral visions have made slower progress.
First, if one compares India with China, India is a democracy and so
there is political space for its citizens to attempt to influence policy.
That's a start. Second, if one compares India with the USA, it has a
political culture that envisages a significant role for the state in
securing the welfare of its citizens - this is a key determinant of 'moral
vision'. Third, India has been and is a global intellectual leader in
conceptualising poverty and poverty reduction (ranging from
Mahatma Gandhi's non-materialist philosophy, to V.M. Dandekar's
pioneering approach to poverty measurement, to Ravi Kanbur's
influential academic and policy work on poverty reduction and, last
but not least, to Amartya Sen's Nobel Prize winning work on human
capabilities).
Fourth, India is full of 'social entrepreneurs', many of whom Exim Bank
is starting to work with. Some are known internationally but thousands
of others are quietly getting on with making their local area a better
place for poor people. Fifth, India has played a pivotal role in the
Non-Aligned Movement, seeking to achieve a better deal for Third
World countries in relation to the Cold War superpowers and had the
moral vision to take a global lead in the fight against apartheid.

India's Status & Image
Finally, India will need to think carefully about its image and status in
an emerging global society. It is not difficult to identify fields where
India could seek to build on its comparative advantage in this social
enterprise.
Strengthening the technical capacity of African countries to
collect data on poverty and analyse it.
• Offering incentives to its pharmaceutical companies to develop low
cost medicines for tropical diseases.
• Establishing world class technical institutions in Africa to create a
generation of African IT specialists, genetic engineers and others who
can link Africa to global technical advances.
• If the NREGS 'works' India could experiment with the transfer of this
model to other countries.

Can India be a 'Social Superpower'?
Globalisation has helped tens of millions to escape poverty in recent
years but there are still hundreds of millions trapped in poverty who
have seen no benefits. In some cases, poor people's lives have been
damaged by globalisation.
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Between one-third and one-half of these chronically poor people live
in India. While many of the country's economic and social policies
have helped reduce national poverty rates there are deep problems
in reaching the poorest people in poorly-performing states and
reaching disadvantaged social groups.
To conclude - it seems almost certain that India will be an economic
superpower by the middle of the 21st century. Its people now have the
chance to ensure it becomes a social superpower by that time - but,
have they got the moral imagination to push that goal forward?
+
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Exports up 24 pc at $124 bn; Imports rise 29 pc to $181 bn

TRADE MATTERS

India's '06-07
Foreign Trade
Keeps up Tempo
India's foreign trade continued its recent momentum in
2006-07, with exports amounting US$ 124.6 bn and
imports reaching US$ 181.4 bn in the year, registering
23.9 percent and 29.3 percent growth respectively, as
against the previous year. With imports rising faster than
exports, trade deficit further widened to US$ 56.8 bn in
2006-07 as compared to US$ 39.6 bn in 2005-06. The
impact of the growing merchandise trade deficit has
been to a considerable extent moderated by the surplus
in India's services trade in recent years. The trend
continued in 2006-07, with services exports standing at
US$ 56.7 bn as against imports of US$ 31.6 bn during
April-December 2006-07. Software exports, in
particular, amounted US$ 21.8 bn in the period. With
positive balance in income and transfers as well, India's
current account deficit was contained at US$ 11.8 bn
during April-December 2006-07 despite a growing
trade imbalance.
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In the last three years, India's merchandise exports have
almost doubled to reach US$ 125 bn in 2006-07 with
incremental exports resulting in 7.5 million additional
jobs. In view of the recent robust performance, an export
target of US$ 160 bn has been put for 2007-08, which
would be further raised to US$ 200 bn in 2008-09.
With regard to broad commodity composition of India's
foreign trade in 2006-07 (April-January), exports were
particularly robust in case of petroleum products at
62.2%, engineering goods at 38.5%, electronic goods
at 27.8%, and agriculture & allied exports at 17.7%.
While petroleum, oil & lubricant (POL) imports grew by
33.6% during 2006-07 (April-January), within non-POL
items significant growth was observed in the case of
metaliferrous ores & metal scrap (118%), machinery
(37.7%), gold & silver (34.3%) and electronic goods
(29.2%).
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Strong exports have contributed towards a steady
accretion of foreign exchange reserves in India. India's
foreign exchange reserves went up sharply by US$ 47.6
bn in 2006-07 to stand at US$ 199.18 bn as at endMarch 2007. Reserves have continued to grow
thereafter, and reached US$ 208.4 bn as on June 1,
2007. Foreign currency assets account for over 96% of
India's foreign exchange reserves. India's external debt,
which stood at US$ 126.4 bn at end-March 2006
increased to US$ 136.5 bn as at end-September 2006.
The rise in external debt stock was due to increases in
External Commercial Borrowings (ECBs), NRI deposits
and short-term debt. In particular, short-term debt rose
to 7.7% of total external debt as at end-September 2006
from 6.9% as at end-March 2006.
Reflecting the growing confidence of the international
investors in the Indian economy, foreign direct
investment inflows grew sharply to US$ 17.1 bn in
2006-07 (April-February), with 90% of the total
attributable to equity investments. However, net portfolio
investment in India in 2006-07 (April-February) stood at
US$ 9.4 bn, implying a decline from US$ 12.5 bn in
2005-06. Nevertheless, corroborating the ongoing
globalisation endeavours of the Indian industry, total
approved overseas investments from India increased
sharply to US$ 2.52 bn during April-July 2006-07
compared to US$ 0.8 bn in the corresponding period of
the previous year. With an increasing number of mergers
and acquisitions taking place almost regularly, India's
overseas investment are set to rise substantially in the
years ahead.

Doubling India's Global Trade Share by
2009
The Annual Supplement 2007-08 to India's Foreign
Trade Policy 2004-09, released on April 19, 2007 has

for the Focus Product Scheme has been increased from
the existing Rs.6.5 bn to Rs.10 bn. and 16 new countries
have been added under the Focus Market Scheme.
With regards to enhancing manufactured exports from
India, the policy announced duty free import of tools,
machinery and equipment for the handicrafts and gem &
jewellery sectors. For the cottage industry sector, the
export obligation period under EPCG Scheme has been
increased from 8 to 12 years. Further, a new scheme has
been announced for encouraging high-technology
exports from India. The Duty Entitlement Pass Book
(DEPB) scheme has been further extended till March 31,
2008.

$23-mn for Ecuadorian Infrastructure
Luis Enrique Berrizbeitia, vice president and deputy CEO of the
Andean Development Corporation (CAF), and Francisco
Suéscum, Ecuadorian ambassador in Venezuela, signed a loan
agreement for US$22.7 million in the headquarters of the
multilateral financial organization. The loan is destined for the
Transport and Competitiveness Sectoral Program executed by the
Ministry of Public Works (MOP) of that country.
Luis Enrique Berrizbeitia said that the operation confirmed CAF
support for physical infrastructure and integration of Ecuador with
Latin America. “By supporting this program, the Corporation is
providing Ecuador with a system of stable, effective, reliable and
permanent road infrastructure, capable of resisting the ravages of
nature, in preparation for cyclical phenomenon such as El Niño”.

Improvement Project (length 101.8
kilometers), specifically for the sections of
VilcabambaYangana, YanganaCruz del
Soldado, Cruz del SoldadoValladolidPalanda,
and PalandaBellavista.
The funds approved by CAF will be used to
partially improve access to areas with
agricultural potential; facilitate transportation
and trade; regularize the country's road
infrastructure in line with the National Road
Master Plan and the South American Regional
Integration Initiative (IIRSA); foster

The loan is the third CAF loan for this program. Of the total cost of
US$438.7 million, the Corporation is financing US$259.7
million, representing 60% of the total with local contributions
providing the rest.

development in various regions of the country;

This operation will finance the Vilcabamba

communities close to the highway to be built. +

Bellavista

TRADE MATTERS

India also seeks to distinctly cut down on transaction
costs related to exports. In this connection, transaction
time is sought to be reduced further through the
Electronic Data Interchange (EDI) system. Customs
verification has also been relaxed for the DEPB, EPCG as
well as the Advance Authorisation Scheme.
+

rationalize vehicular traffic; and revalue areas
of influence by improving conditions for
vehicle traffic and the quality of life of
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further strengthened India's objective of doubling its
share in global trade by 2009 and creating substantial
employment opportunities in the process. With regards
to India's rural and agri-exports, the scope of the Vishesh
Krishi and Gram Udyog Yojana (VKGUY) has been
expanded, to include exports of value-added variants of
several agricultural and forest products. The allocation

The policy statement has also exempted payment of
service tax for all services rendered overseas and
charged on exports from India. Similarly, service tax on
services rendered in India, but utilized by exports would
be exempted or remitted.

India's Services Sector
Shines in Export Scenario

SUCCESS STORY

Services sector with double-digit growth during the past
two years (2004-05 to 2005-06) has further
strengthened its place as the leading sector of the Indian
economy. Services sector now accounts for more than
60 per cent of overall GDP. The stagnation in invisible
receipts during the 1980s gave way to level shifting
during the 1990s, as reflected in the share of invisibles in
the current receipts rising to 47 percent in 2005-06 from
29 percent in 1990-91.
The invisible surplus continued to rise to reach a level of
US $ 40.9 bn in 2005-06, emanating from buoyant
services exports and sustained remittances from migrant
workers overseas. In tandem with the growth momentum
in the services sector and its rising contribution to GDP,
the comparative advantage of India in services exports is
reflected in India's services exports growing at above 20
per cent, on an average, since the mid-1990s. Table 1
reveals the domination of software services in the
services sector. In the year 2005-06 software services
contributed 38.9 per cent in the total export in services.
The trend shows that the composition of all the sectors
such as travel, transportation, insurance and software
services are declining. But the percent contribution of
non-software miscellaneous services is revealing an
increasing trend.

Travel
Receipts under travel consist of expenditure by foreign
tourists towards hotel accommodation, food and
beverage services and goods and services purchased
including domestic travel. The deceleration in travel

earnings, a fall out of global slowdown in tourist growth
in the 1990s due to geo-political uncertainties and
global recession, reversed with renewed buoyancy in
travel receipts. Though in percent terms the contribution
of travel to total services exports has gone down, tourism
earnings continued with their buoyancy witnessed since
2003-04, reflecting both business and leisure travel.

Software Services
India has become one of the most favoured destinations
for software and IT enabled services, achieving exports
of US $ 23.6 bn in 2005-06. As the global IT spending
has been expanding at a rate of above 5 per cent, global
IT services market is estimated to reach US $ 396 bn by
2005. India has remained attractive because of its low
cost of operations, high quality of product and services
and readily available skilled manpower.
IT services exports are growing at an estimated 36 per
cent and are expected to touch US$ 18.1 bn in FY07.
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Table 1: Composition of India's Services Exports
Year

Travel Transportation Insurance G.n.i.e* Software
Services

1990-91
1995-96
2000-01
2001-02
2002-03
2003-04
2004-05
2005-06

32.0
36.9
21.5
18.3
16.0
18.7
15.4
12.9

21.6
27.4
12.6
12.6
12.2
11.9
10.8
10.4

Source: RBI Bulletin, November 2006.
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2.4
2.4
1.7
1.7
1.8
1.6
2.0
1.7

0.3
0.2
4.0
3.0
1.4
0.9
0.9
0.5

39.0
44.1
46.2
47.6
40.9
38.9

*Government not included elsewhere

(Per cent)

Non-Software **
Miscellaneous
Services
43.6
33.1
21.3
20.3
22.4
19.2
29.9
35.6

Total Services

100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

** Include business and professional services

forecasts and exceed 32 per cent as firms are keenly exploring
new areas for business development.

Business and Professional Services

The Andean Development Corporation (CAF) approved a
US$110 million loan for the Republic of Argentina to partially
finance the Integration Road Works Program between Argentina
and Paraguay, which comprises seven specific projects with the
direct participation of the competent road authorities of both
countries. The objective is to support the execution, by the
Republic of Argentina, of a set of works on access roads to the
Encarnación-Posadas International Bridge, rehabilitation of

Argentina & Paraguay Get
$110 mn for Border Cities'
Development
road infrastructure in areas neighboring the cities of Posadas
(Argentina) and Encarnación (Paraguay), and urban
improvement in both cities. The program is part of the works
committed under the Yacyretá Binational treaty.
CAF President & CEO Enrique García explained that "the
approval reflects the integrationist dynamic of CAF, which has
been deepened by a clearly Latin American vision and agenda,

with increasing operational presence in the
region and an active and outstanding role in
regional integration." García added that in
2006 loans totaling S$580 million were
approved in favor Argentina, with most of the
institution's support targeted at the energy and
transport sectors.
The total cost of the Integration Road Works
Program between Argentina and Paraguay is
US$182 million. The CAF loan covers 60% of
the total, while the remaining 40% will be a local
Argentine contribution. In addition to the road
works, the seven projects include construction of
spaces for sports and recreational activities, six
of which are in areas close to Posadas and one
in Encarnación, all linked to the EncarnaciónPosadas International Bridge which unites the
two cities.
The projects to be executed will make a marked
contribution to urban improvement, and
rationalization and decongestion of vehicle
traffic with direct benefits for the people of the
two border cities.
+
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Software exports remain the mainstay of the
Service sector with the US (67 per cent) and the
UK (15 per cent) still remaining the dominant
markets. FY07 export growth is likely to beat

Increasing traction in offshore product development and
engineering services is supplementing India's efforts in its own
Intellectual Property (IP) creation. This group is growing at 2223 per cent and is expected to report US$ 4.9 bn in exports.
Worldwide technology-related spends are forecasted to reach
US$ 2.1 tn by 2010. Growth in global sourcing is expected to
outpace growth in total spends, with up to US$ 110-120 bn of
the total amount spent on software and services in 2010 likely to
be sourced through the global delivery model.
+
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New areas of application and infrastructure
management and testing are gaining traction
with their share in the business mix growing
steadily. BPO operations continue to grow in
scale, the report said, as total exports for this
segment are expected to exceed US$ 8.3 bn in
FY07 a growth of 32 per cent over the previous
year.

Business services comprises of merchanting services, trade
related services, operational leasing services without operating
crew, including charter hire, legal services, accounting,
auditing, book keeping and tax consulting services, business
and management services, advertising, trade fair, market
research and public opinion polling service, research and
development services, architectural, engineering and other
technical services, agricultural, mining and on-site processing
services, audio-visual and related services and personal and
cultural services. The business services payments have also
witnessed sharp increase in the recent period, reflecting the
ongoing technological transformation of the economy and
modernisation of Indian industry with a great deal of focus on
technological upgradation on sustained basis.

T

he Japanese risk rating agency, Japan Credit Rating (JCR) has
upgraded the rating outlook for the Andean Development
Corporation (CAF) from stable to positive, which implies a
possible improvement in the rating in the medium term, which is
currently at “AA-“.
In a recent announcement, JCR said that the decision to change the
outlook to positive was due to an improvement in asset quality and the

CAF Rating
Upgraded to

+VE

strengthening of the Corporation's capital with the potential
participation of Brazil, Argentina and Uruguay as full members of CAF
in the next few years.

CAF NEWS

CAF President & CEO Enrique García said that this decision,
announced in Tokyo, “recognizes the constant strengthening of CAF's
financial structure and reflects its new Latin American dimension.”
CAF currently has four credit ratings granted by the most prestigious
international agencies: Fitch Ratings (A+), Japan Credit Rating
Agency (AA-), Moody's Investors Service (A1), and Standard & Poor's
(A+).
The Corporation's financial strategy is based on diversification and
expansion of sources of funds and reduction of costs on international

A

s part of the Support Program for Municipal
Governments in Brazil (PRAM), which has an initial
quota of US$200 million, the Andean Development
Corporation (CAF) approved a US$11.7 million loan for the
Brazilian municipality of Feira de Santana. The municipality
itself will be the executing agency, and the loan is guaranteed

INDO-LAC BUSINESS

$11-mn Loan for
Brazilian Civic Body
by the Brazilian Federative Republic.
CAF President & CEO Enrique García said that "it is a new
operation under the PRAM, a program structured so that CAF
can act directly at the first level of sub-national governments,
granting the option of obtaining finance in dollars or local
currency, in support of one of the priority objectives of the
Brazilian government: development of local infrastructure
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financial markets, having made 56
bond issues to date under very
competitive conditions. The purpose
of raising these funds is to finance
important projects in line with the
multilateral financial organization's
mission to promote the sustainable
development and regional
integration of its member countries,
in both public and private sectors.
The Andean Development
Corporation (CAF) is a multilateral
financial institution whose mission is
to promote the sustainable
development of its shareholder
countries and regional integration.
Its current members are 17 countries
in Latin America, the Caribbean, and
Europe, namely: Argentina, Bolivia,
Brazil, Costa Rica, Colombia, Chile,
Dominican Republic, Ecuador,
J a m a i c a , M e x i c o , Pa n a m a ,
Paraguay, Peru, Spain, Trinidad &
Tobago, Uruguay and Venezuela,
along with 15 private banks from the
Andean region. With headquarters
in Caracas, Venezuela, the CAF has
representative offices in La Paz,
Brasilia, Bogota, Quito and Lima. +

and administrative decentralization."
García added that the loan granted to Feira
de Santana municipality, located 108
kilometers from Salvador, capital of Bahia
state, is destined to improve the quality of life
of the population of 535,000 through
construction of federal road infrastructure,
reducing risks of accidents and facilitating
travel between the city center and peripheral
barrios.
The strategic location of Feira de Santana at
the largest road trunk connection in the
Brazilian northeast, connecting federal roads
BR-101, BR-116, and BR-324, led to the
municipal government's decision to use the
funds for construction of five viaducts on the
city ring road. The total cost of the project is
estimated at US$23.5 million, 50% to be
financed by the CAF loan and the rest by the
municipality.
+

T

o promote the exchange of ideas and
experiences between entrepreneurs and
representatives of public, private and academic
organizations on clusters and their importance in
business development, the Andean Development
Corporation (CAF) has recently held the International
meeting for competitiveness and development of
commercial networks (CAF-Networks for
Competitiveness) in Lima.
The event is part of the CAF Competitiveness Support
Program (PAC). The main participants were CAF

presentations, experts on the area, including Beatriz
Tubino, general manager of the Peruvian Asparagus
and Vegetable Institute (IPEH), explained how
initiatives of entrepreneurs have developed clusters
with achievements in innovation, quality,
diversification and market penetration.
The presentations in the last session on Importance of
development of supplementary services for clusters
covered experiences and ways in which suppliers have
generated value in cluster development. The papers
were given by prominent experts such as Remigio
Álvarez, director of international
productive chains, Nacional Financiera
(NAFIN) of Mexico; Michael Penfold,
professor at the Institute of Higher
Administrative Studies (IESA), Venezuela,
among others.

Meet On Promoting
Business Networks

PAC's main line of action is to promote

CAF NEWS

President & CEO Enrique García and prominent
international experts who analyzed the current
situation, advantages and projections for clusters in
the region, helping CAF define its future actions in
Latin American countries.
The presentations covered four sessions which
offered contributions and experiences on the theme,
generating values for promotion of competitiveness
and business development.

The role of the public sector and international
alliances for promotion of business networks was the
title of the second paper, which identified the
characteristics of successful public (or mixed)
intervention in promotion of productive networks. The
papers were presented by Claudio Maggi,
development manager of Foundation Chile; Carlos
Alberto Dos Santos, director of administration and
finance of the Brazilian Support Service for Micro and
Small Enterprises (SEBRAE), among others.
The third session was on Opportunities for generation
of value throughout productive chains. During the

projects on cluster promotion, productive chains and
development of suppliers as mechanisms for
stimulating business development and
competitiveness in the region. For CAF, this event is an
important opportunity to make these concepts better
known and exchange experiences and best practices
from successful cases.
The International meeting for competitiveness and
development of business networks took place in the
presence of Foreign Trade and Tourism Minister
Mercedes Araoz, currently vice president of the
National Competitiveness Council; and Premier
Jorge del Castillo, who gave the closing address. +
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In the first session, Christian H.M. Ketels,
representing the Harvard Business School Institute for
Strategy and Competitiveness, gave the keynote
paper on Clusters and competitive advantages in the
world economy, introducing the subject with a
conceptual approach to cluster development.

C

hilean President Michelle Bachelet made an official visit to the
headquarters of the Andean Development Corporation (CAF)
in Caracas in April 2007 to move forward with the
consolidation and strengthening of the regional cooperation and
integration process.
During the visit a memorandum of understanding was signed by
Chilean Foreign Minister Alejandro Foxley and CAF President & CEO
Enrique García. The memorandum aims to forge closer links and
expand existing relations between Chile and the Corporation, as well as
strengthening economic links between the countries of Latin America
and the Caribbean with the Asia-Pacific region.

National Women's Service Laura
Albornoz, and parliamentarians
and business leaders.
The Chilean delegation and the
CAF work team explored aspects
related to increased participation by
Chile in the programs and projects
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CAF-Chile Sign Pact on
Forging Regional Ties
During the signing, García said, "this visit confirms the willingness and
disposition of both parties to promote and strengthen regional
integration and sustainable social development in an effort to improve
the quality of life of the people of the continent." After the meeting he
said that he assigned great importance to strengthening CAF's relations
with Chile "as a country that has historically played a key role in
achieving the objective of balanced and harmonious development in
the countries of the region in pursuit of economic growth with equity,
which is in line with the Corporation's mission."
President Bachelet, who was witness of honor at the signing, was
accompanied - in addition to Foreign Minister Alejandro Foxley - by
Housing and Urban Planning Minister Patricia Pobrete; Minister of the

C

AF has also approved a US$28-million loan in favor of
Administración Nacional de Usinas y Trasmisiones
Eléctricas (UTE), which, jointly with a parallel loan
operation for US$14 million from Citigroup, will partially finance
execution of the third phase of the Punta del Tigre Thermal Plant
Project in San José department in Uruguay.
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$28-mn CAF Loan for
Uruguayan Thermal Plant
CAF president & CEO Enrique García explained that the
approval was part of the Corporation's efforts to improve the
quality of life of the population of Latin America.
The objective of the project is to contribute to the stability, security
and reliability of the Uruguayan national electricity system, and
reduce the probability of electricity supply failures by
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promoted by the institution, as well
as topics of mutual interest for
strengthening economic relations
between Latin American countries
and the Asia-Pacific region, through
various schemes including
cooperation funds which will be
jointly administered by Chile and
the Corporation.
+

incorporating thermal backup equipment
into existing generating capacity, with
construction of the Punta del Tigre thermal
plant of 300 MW of firm installed capacity.
The project is being built in three phases.
In the first stage, which consisted of Phases
I and II already executed, the first four
generating units were completed with a
total of 200 MW of firm installed capacity,
and the transmission line, oil pipeline and
two gasoil storage tanks were built. In
Phase III, currently in execution,
instrumented by an extension of the
agreement with the supplier, a further 100
MW will be added to the plant. The total
cost of the plant and accessory works is
US$165.4 million, of which the CAF loan
represents 17%. Citigroup is financing
55%, and the remaining 28% comes from
UTE's own funds.
+

As Enrique García, president & CEO, explained "the loan is an example
of the institution's support for the development of Venezuela because it
contributes to improving the electricity supply in this member country
and promoting the development of regional energy infrastructure." He
emphasized the positive impact of the project on the expansion of
productive sectors, adding that "a modern logistics platform is
indispensable for building sustained and quality economic growth."
García said that the loan was the second granted by CAF for the project.
The Corporation provided US$300 million in 2004 for the project,
whose objective is to increase electricity generation by 15 percent to
cover demand and improve the efficiency and reliability of the National
Electricity System. The plant is part of a strategic plan to exploit the
hydroelectric potential of the Caroní River in the south of Venezuela. The
new plant will supplement the generating capacity of the Guri,
Macagua and Caruachi plants, which are currently supplying 75
percent of the power consumed in the country.
The Manuel Piar (Tocoma) Hydroelectric Plant has a total cost of

A

The hydroelectric plant is the last
power generating project of the
Lower Caroní development. The
project, which will have a nominal
capacity of 2,160 MW, is expected
to generate an average of 12,100
GWh/year, 14 percent of the total
generated by the Lower Caroní
hydroelectric development. The
construction period, which has
already begun, is planned to
conclude in 2014. The operation
of the plant will bring total nominal
capacity of the entire complex to
16,130 MW, making it one of the
world's largest hydroelectric
generating systems.
Since 1992, CAF has approved 10
loans totaling US$1.82 billion for
projects executed by Edelca to
increase power production and
transmission in Venezuela. In Brazil
it has financed construction of the
transmission line to supply
Venezuelan electricity to the border
area.
+

n important sales agreement for carbon credits was signed by the
Andean Development Corporation (CAF) with the company Ingenio
Providencia S. A. on behalf of the Dutch government.

The project will permit Ingenio Providencia S.A. to reduce carbon dioxide
emissions thanks to a reduction in the coal consumed in its processes by
developing activities that result in greater energy efficiency.

CAF Pact on Carbon Emissions
The project will result in reductions of about 170,000 tons of carbon dioxide
annually starting in the second quarter of 2007. The four stages of the project
are aimed at improving energy efficiency by installing new equipment such as
evaporators, motors and boilers, as well as making improvements in the
interior of the process.
In the first stage, due to begin in March, normal coal consumption is
expected to fall by 23,259 tons, while in the second stage the reduction will
be an additional 1,105 tons per year. The third stage covers replacement of
steam engines by electric motors. In the last stage a more efficient boiler will
be installed along with a turbo-generator which will result in a further
reduction of 30,000 tons of coal, leaving around 120 MWH per year

CAF NEWS

$600 Million CAF Loan for
Venezuelan Power Plant

US$3.06 billion, of which CAF
financing covers 30 percent, while
the remaining 70 percent is
financed from own resources and
other multilateral sources.

available for export to the
national network.
Ingenio Providencia S.A.
currently processes about
2,700,000 tons of sugarcane a
year which generate about
791,000 tons of bagasse
annually, for production of
around 6.5 million liters a
month of sugar and alcohol
carburant.
Through its Latin American
Carbon Program (PLAC), CAF
promotes projects to reduce
greenhouse gas emissions and
contribute to sustainable
development, with activities
ranging from identification of
opportunities to marketing of
emission reductions, all in
accordance with the terms of the
Kyoto protocol.
+

April-June 2007 37

INDO-LAC BUSINESS

T

he Andean Development Corporation (CAF) has approved an
18-year US$600 million loan for Venezuela to partially finance
the Manuel Piar (Tocoma) Hydroeléctrica Plant Project, which is
executed by CVG Electrificación de Caroní CA (CVG Edelca) with the
objective of increasing the efficiency and reliability of the Venezuelan
National Electricity System.

TOURISM

New Initiatives to
Showcase W. Bengal's
Tourism Potential
Dr. G.D. Gautama, IAS, Principal
S e c r e t a r y i n We s t B e n g a l
Government's Department of
Tourism and Cottage & Small-Scale
Industries, is the man credited with
leading the IT turnaround in the
state. In his new assignment, he has
initiated a number of measures to
revamp tourism in the state, with the
same zeal and aggressive
marketing as he did for the IT
sector. Dr. Gautama speaks to
U.S. Pandey.
The State of West Bengal has always been
regarded as one with tremendous potential. Why
has it not been in the same league as some of the
other popular tourism destinations in the country?

INDO-LAC BUSINESS

It is true we have not been able to harness the potential
which our State offers in the tourism sector. The state has
much to offer to tourists and is blessed with
the snow-capped Himalayas, sea beaches, forests and
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many other landscapes which are a delight for the
tourists. We have, unfortunately, not been able to market
the tourism potential of the State. The plans are afoot to
address this deficiency in a very big way and recover the
lost ground.
What are you doing regarding this?
To start with we have appointed Ernst & Young as
consultants to work out our road map in the tourism
sector. We are also going to appoint a professional PR
agency which will assist us to tap both domestic and
international market more effectively. We are also
working towards an aggressive website besides
increasing our participation in both domestic and
international fora to project what West Bengal has to
offer in the tourism sector.
What are the other marketing initiatives that have
already been set into motion ?
We participated at ITB Berlin this year, which was held
from 6th to 11th March. During the exposition, we
presented the tourism potential of our State to the
international community. India was a partner country at
the fair this year. There were a number of queries about
West Bengal. We were able to showcase our state to the
international community. This would help us both in
investment in the tourism sector, as well as in attracting

Yes, the Sundarban Tourism circuit is extremely popular.
Apart from the Darjeeling Himalayan Railway,
Sundarbans is another world heritage site in our State.
The Central government is going to appoint a consultant
soon for the Sundarbans which will address issues
related to tourism, ecology, infrastructure and related
activities.
There are other important sectors as well in the
state.
Apart from the Sundarban circuit we have a number of
circuits like the Wildlife tourism circuit, the tea tourism
circuit of North Bengal, the Kolkata circuit, the Hill
tourism circuit and the Heritage circuit. They offer huge
delight and pleasure to the tourists.
What are you doing on other segments of tourism ?
We do get a huge number of medical tourists from the
neighboring countries of Nepal, Bangladesh and
Bhutan, apart from other places in the region since the
medical facilities here are cheaper and better. We are
looking to promote tea tourism, heritage and medical
tourism in the state in a big way. River tourism also has a
huge potential and there are exciting heritage sites on
the banks of the river Ganges offering glimpses of the
Colonial era right from Kolkata to Murshidabad.
Although Bengal has had such rich history, the
heritage tourism sector has not realized its
potential. What are your plans on this front?
There are some interesting plans to showcase the
historic battlefield of Plassey and exhibit the artistic
works of our terracotta craftsmen at Birbhum and
Bankura. The age-old imperial buildings of Kolkata and

We do not seem to get the high-end tourists to the
Digha beach?
Unfortunately, nature has not given us the blue water in
this beach. Still, it has huge potential to attract tourists.
Central government recently has sanctioned a project to
develop the tranquil beach resorts of Shankarpur and
Digha.
Tourism Infrastructure has been one of the weak
links in the state. What kind of infrastructure
development are you planning?
We are already working on one-stop destination for
tourism related activities to come up at Kolkata and
Siliguri. We are looking at a number of possibilities like
Jungle resorts for a niche market. We are also looking at
possibilities for concept tourism and a number of other
facilities like highway amenities with restaurants, waiting
rooms, parking area, landscaping and handicraft
centers. Eco resorts can bring in instant market
recognition. A number of other capital intensive
ventures are being planned on the PPP mode.
How would you visualize tourism growing as an
industry in the state in the next few years?
Being the largest employment provider, tourism is a part
of service industry that can change the face of any
economy. Infrastructure has to be beefed up along with
other strategies on which we are continuously working.
We are very hopeful that soon we shall be able to
position Bengal on the tourist map of the world. We are
trying our best to offer a boost to the tourist hotspots of
Bengal. The state is witnessing huge growth and tourism
is going to play a vital role in positioning the state as an
+
economic powerhouse.

TOURISM

The Royal Bengal Tiger once used to be a very
popular mascot for the tourism department.

the fabulous heritage sites at Malda, Murshidabad,
Nadia and Bishnupur are no less remarkable. We are
going to project them as tourist destination in a very big
way.
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more tourists. We are also participating in various
seminars/exhibitions to showcase the huge potential our
State has in the tourism sector.
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Caribbean: A Sunny Place
for Indian Business
By R. Viswanathan

OPPORTUNITY

Indian companies have, over the last decade or so,
invested $3 billion in the Caribbean region, and
Trinidad and Tobago, in particular. The region, rich in
natural gas and oil, as well as in mineral resources,
apart from its focus on sugarcane and ethanol, has
immense opportunities for Indian business.
The country that has attracted the largest Indian
investment in the entire Latin American and Caribbean
region is neither Brazil nor Mexico. It is Trinidad and
Tobago, which has drawn a total of $3 billion of Indian
investments. Mittal Steel has invested $1.8 billion, while
Essar Steel is setting up another steel plant costing $1.2
billion.
Trinidad and Tobago offers greater investment
opportunities in petrochemicals, chemicals, methanol,
ammonia, fertilisers and downstream industries, using
the abundant and inexpensive natural gas and oil
produced by this energy-rich country.
A 20-member business delegation, led by that country's

Minister of Trade and Industry Kenneth Valley visited
Mumbai and New Delhi in March to interact with
business persons and attract more Indian investment.
Shapoorji Pallonji, the Mumbai-based engineering and
construction major, just completed building a $25million cricket stadium in Guyana. Larsen and Toubro
has built a $30-million stadium in Barbados. Earlier, L&T
had executed a power transmission line project in
Suriname. Kirloskar has bagged irrigation project
contracts in Jamaica, Guyana and Suriname, while
BEML has supplied earthmoving and mining equipment
to Suriname.
These companies are now exploring more opportunities
of getting more projects and business, making use of
their presence in the region. A Reliance delegation was
in Suriname last month looking at the possibility of oil
exploration and production as well as mining.
Some of the Caribbean countries have rich reserves of
minerals. Guyana, Jamaica and Suriname have vast
bauxite reserves, while Guyana has gold
and Suriname has gold and diamond
mines.
Suriname and Guyana have extensive
forests where Indian companies can make
investments and bring wood and pulp to
India. Some Indian companies are already
importing timber from the region.

Sugar and Ethanol
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The sugar sector is emerging as a new area
of opportunity. Many Caribbean countries
are facing a crisis in this sector following the
end of privileged access to the European
Union for their sugar with high prices and
assured quotas. Indian sugar companies
can invest in this sector for production of
ethanol. The Dhampur Sugar Mill group,
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institutions, forming a common market called
the Caribbean Community (Caricom). It has
15 member-states with a total population of
15 million and a GDP of $45 billion. Caricom
provides for free movement of goods,
services, capital and people.
A Common External tariff is in force since
1993. It is now moving towards the next stage
of its integration called CSME, Caribbean
Single Market and Economy by 2008. A single
currency and harmonisation of national
economic policies are part of CSME goals.
Caricom plans to have a common passport
and visa as part of the integration. Eight
countries have started issuing Caricom
passports. During the World Cup, special
Caricom visas are being issued by designated
countries. The West Indies cricket team itself is
a manifestation of Caribbean integration.

Caricom has come to stay as a regional entity
with collective strength. It takes common
positions on regional and global issues and
expresses itself often as a single voice.
Caricom has signed cooperation agreements
with other countries and regional groups.

The ethanol produced in the Caribbean can be brought
to India, which has started the programme of ethanol
addition to petrol. The success story of Brazil's ethanol
fuel programme has inspired even the US to take this
route seriously. The Brazilians are pushing for
commoditisation of ethanol, like crude oil and natural
gas, so that a global market can be created. This is,
therefore, the right time to make a move in this area.

Exports to Caribbean

Recognising the importance of Caricom, India
has established institutional cooperation with individual
countries and the Caricom organisation. An IndoCaricom Foreign Ministers meeting was held in
Suriname in 2005. It is proposed to hold such Ministerial
meetings periodically.
The Government of India gives 160 training
scholarships every year to Caricom nationals and has
computerised the Caricom Secretariat with a grant of Rs
8 crore. India has provided project assistance to a
number of countries, the latest being the cricket stadium
built with a grant of Rs 27 crore and a concessional Line
of Credit of Rs 85 crore.

India's exports to the Caribbean are modest, but
growing. The total imports of the Caribbean countries
are worth $22 billion and Indian exporters can get at
least one per cent share of this, which would amount to
$220 million, if they take this market seriously. The
largest importers are Trinidad and Tobago and Jamaica,
which in 2006 imported goods worth $8.8 billion and
$4.7 billion respectively.

The Caricom region should be a comfort zone for Indian
business because of two factors: the language is English
and there are about a million people of Indian origin in
Guyana, Trinidad and Tobago, Suriname and Jamaica.

Although the Caribbean countries are small individually,
they are integrating their markets, infrastructure and

(The author is with the Ministry of External Affairs. The views are
personal. He can be contacted at viswanathanifs@gmail.com)

The Indian Government has given concessional Lines of
Credit of over Rs 450 crore to Guyana, Suriname and
Jamaica for promotion of economic cooperation.
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which is undertaking a project for modernisation of a
Jamaican sugar mill, is exploring such opportunities.

OPPORTUNITY

Regional Entity

A Sermon on the
Brazil's Christ the Redeemer, is now a new Wonder of
the World.

WONDER

The Giant Statue, Brazil's prized
religious
monument,
has found a
place of pride in
the latest New 7 Wonders
of the World.
The 38m-tall statue of Jesus crowns the 710m (2330-feet) high Corcovado Mountain in the Tijuca
Forest National Park, overlooking Rio de Janeiro.
Designed by Brazilian Heitor da Silva Costa and
created from concrete by the French sculptor Paul
Landwowski, this magnificent manifestation of the
country's Catholic faith took five years to build. To
celebrate the statue's 75th anniversary in October
2006, the Archbishop of Rio, Cardinal Eusebio Oscar
Scheid, consecrated a chapel underneath the statue,
named after the patron saint of Brazil, Nossa Senhora
Aparecida.
Christ the Redeemer is a large Art Deco-style statue of
Jesus Christ. The statue took five years to construct and
was inaugurated on October 12, 1931. The statue has
become an icon of the city, its open arms seen by many
as a testament to the warmth of the Brazilian people.
How this wonder came into being:
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A century passes and the mountain is re-baptized to
Corcovado, a name derived from its form, which
resembles a hump or hunchback. The next recordings
of christ the redeemer history is in 1924 when Dom
Pedro personally led the first official expedition to
Corcovado Mountain, resulting in the opening of an
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Mount
accessible way up. Then in 1859
the Vincentian father
Pedro Maria Boss arrived
Rio de Janeiro

and was
struck by the mysterious
beauty of the Corcovado
mountain and suggested
the construction of a
religious monument in
honor of Princess Isabel,
which in 1921 gave way for
the idea of a great statue of
Christ viewable by all in the
marvelous city of Rio. From
1859 to 1921, Dom Pedro
gave his consent for the
building of the Corcovado
Ra i l r o a d l i n e b e t w e e n
Cosme Velho and Paineiras,
which would be an essential
part of undertaking the
+
Redentor.

HISTORIA PRINCIPAL

Conectando con el Brasil
La India y el Brasil han
forjado sus enlaces
económicos ampliando su
cooperación en una gran
variedad de áreas,
incluyendo la energía y los
biocombustibles, durante
la reciente visita a la India
del presidente brasileño
Luiz Inácio Lula. El
presidente Lula,
acompañado por una
delegación de negocios
muy importante, sostuvo
intensas discusiones con el
primer ministro
Manmohan Singh y otros
líderes y funcionarios del
gobierno durante su visita
de tres días del 3 al 5 de
junio del 2007.

President A.P.J. Abdul Kalam and Prime Minister Manmohan Singh at the
ceremonial reception of Brazilian President Luiz Inacio Lula da Silva at
Rashtrapati Bhavan in New Delhi on June 04, 2007.
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Durante la visita se firmaron los siguientes
acuerdos:
• Acuerdo de ayuda mutua en asuntos aduaneros;
• Acuerdo de co-producción audio-visual;
• Implementación del Convenio de Cooperación para
el incremento de la recepción y procesamiento de datos
de los satélites sensoriales remotos indios en la Estación
Terrestre Brasilera;
• Programa Académico de Intercambio;
• Memorándum de Entendimiento (MOU) en el CEOs
Foro India-Brasil;
• Comenzar los Acuerdos entre ONGC, OVL y
Petrobras; y
• MOU entre el Consejo Nacional para la Investigación
Económica Aplicada y el Instituto de Investigación
Económica Aplicada del Brasil.
El presidente Lula siguió, dentro de un periodo de ocho
meses, la visita del primer ministro Manmohan Singh al
Brasil en septiembre del 2006, lo cual es un reflejo del
compromiso mutuo para desarrollar y diversificar las
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relaciones bilaterales de una manera comprensiva. Es
también una muestra de la fuerza de la sociedad
estratégica creciente entre los dos países.
Ambos lados repasaron el estado de las relaciones
bilaterales y expresaron su satisfacción con la velocidad
con la cual la cooperación mutuamente beneficiosa se
desarrolla. En especial, dieron la bienvenida a la tercera
reunión de la Comisión Conjunta Indo-Brasilera llevada
a cabo en abril del 2007, co-presidida por el Ministro
de Relaciones Exteriores del Brasil y el Ministro de
Asuntos Exteriores de India. La Comisión Conjunta
desarrolló un plan de trabajo para la intensificación
intersectorial de las relaciones bilaterales.
El primer ministro Singh y presidente Lula manifestaron
su particular agrado con el lanzamiento de la primera
reunión del Diálogo Estratégico Indo-Brasilero que fue
co- presidido por M.K. Narayanan, Consejero de
Seguridad Nacional de India y el Ministro de Relaciones
Exteriores del Brasil, Celso Amorim. Ese diálogo
permitió a ambos lados repasar el estado de

G. Madhavan Nair, Secretary, Department of
Space, and Brazilian Foreign Minister Celso
Amorim signing the agreement between
India and Brazil on sharing data from
Brazilian Earth Station and Indian Remote
Sensing Satellites. Prime Minister,
Manmohan Singh and Brazilian President,
Luiz Inacio Lula da Silva look on.

cooperación y planear el curso para el futuro, entre
otros, en las áreas del espacio y la energía nuclear para
su uso pacífico.

El foro conjunto del CEO
Los líderes subrayaron la importancia de proveer a la
sociedad estratégica con un apoyo económico sólido.
En ese contexto expresaron la satisfacción en lanzar el
foro del CEO que se compone de importantes y
calificados representantes de la industria de ambos
países con el objetivo comercial de ganar US$10
billones para el 2010. Resaltaron que en el reciente
contexto es importante desarrollar simultáneamente
una mayor conectividad entre los dos países e
inversiones en cada una de las economías,
especialmente en el sector de infraestructura.

Ambos lados acordaron lanzar campañas conjuntas en
los siguientes años para el desarrollo del comercio
bilateral y de las relaciones económicas. Enfatizaron
que el desarrollo de su sociedad económica requiere,
entre otros, la anticipada implementación de las
decisiones tomadas en la tercera reunión de la
Comisión Conjunta. Dentro de los parámetros de sus
leyes nacionales, reglas y regulaciones, ambos lados
facilitarán la participación en cada una de sus
economías de sus empresarios, hombres de negocios,
profesionales del servicio, científicos y tecnólogos.
Los líderes de los dos países acentuaron la necesidad de
la realización temprana de la primera reunión del
comité de defensa Indo-Brasilero y del lanzamiento de
un programa de cooperación en el uso pacífico de la
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Suman Bery, Director, National Council for Applied
Economic Research (NCAER), and Brazil's Luis
Henrique Soares, Director, Institute of Applied
Economic Research, (IPEA), signing an MoU. Prime
Minister Manmohan Singh and Brazilian President,
Luiz Inacio Lula da Silva look on.

HISTORIA PRINCIPAL

Union Minister for Information & Broadcasting
Priyaranjan Dasmunsi and Foreign Minister of Brazil,
Celso Amorim signing an agreement on Audio-Visual
Co-production. Present at the ceremony are Prime
Minister, Manmohan Singh and Brazilian President, Luiz
Inacio Lula da Silva.

energía nuclear consistente con sus
obligaciones internacionales.

El desarrollo de la población para los
intercambios de la población y un mejor
aprecio cultural de las tradiciones de
ambos países fue identificado como el área
de focalización. Los dos líderes dieron la
bienvenida a la decisión de realizar el
festival de la cultura brasilera en India en
Enero-Marzo del 2008 y el Festival de la
Cultura India en el Brasil en JulioSeptiembre del 2008. También expresaron
que debe haber un mayor intercambio de
turistas, estudiantes y de la juventud entre
los dos países.

El Petróleo y el Gas
Ambas partes observaron el progreso
alcanzado entre la sociedad de Petrobras y
las compañías indias para explorar,
producir y comercializar el petróleo, el gas
y sus derivados en Brasil, India y otros
países. Ellos confirmaron el entendimiento
que ambos gobiernos continuarán
animando para una mayor cooperación
entre las compañías de petróleo y el sector
del gas en ambos estados.
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Ambos presidentes expresaron su
satisfacción con el desarrollo de la
cooperación en el área de la ciencia y la
tecnología y de mirar hacia el futuro para
la adopción temprana del programa de
cooperación 2007-2010. También dieron
la bienvenida a la decisión para cooperar
en las aplicaciones del sector del espacio
que ayudaran a los esfuerzos de desarrollo
de ambos países.

Educación
Los dos lados reconocieron el papel de la cooperación educativa en
la consolidación de los enlaces de amistad entre India y el Brasil, y
expresaron su interés en profundizar la sociedad entre las
instituciones de educación superior en ambas naciones.
Brasil e India han tenido una larga tradición de cooperación
fructífera en los foros regionales y multilaterales que incluyen a las
Naciones Unidas, la OMC y la Convención en Cambio Climático de
las Naciones Unidas (UNFCCC). Esta cooperación es un reflejo de
su misma mirada global y de los requisitos socio-económicos
comunes.
Ambos lados resaltaron la necesidad de promover la
democratización de las estructuras del gobierno global,
aumentando la participación de los países en vías de desarrollo en la
organización de la toma de decisiones. En ese sentido, reiteraron su
firme compromiso de reformar y ampliar el Consejo de Seguridad
de las N.U. con la inclusión especial de países de todas las regiones
del mundo en desarrollo como miembros permanentes, para
hacerlo más democrático, legítimo y representativo. Dieron la
bienvenida al nuevo ímpetu en la discusión sobre la reforma del
Consejo de Seguridad y expresaron su preparación para participar
en negociaciones, junto con los otros socios del G-4, con el objetivo
de alcanzar una decisión sobre esta posición a la brevedad.
Reafirmaron su entendimiento de que ninguna reforma de los
Naciones Unidas estaría completa sin la reforma del Consejo de
Seguridad. Reiteraron su apoyo para cada cual en la permanente
membresía de un CSNU ampliado.

Negociaciones de la OMC
En lo referido a la Agenda de Desarrollo de Doha, el primer ministro
Singh y el presidente Lula manifestaron la importancia de la
coordinación cercana entre los dos gobiernos para alcanzar con
eficacia la dimensión del desarrollo en cada aspecto de los
resultados de las negociaciones. Reiteraron la urgente necesidad de
culminar con éxito la Rueda de Doha para promover los intereses de
los países en vías de desarrollo en armonía con el mandato de Doha
y reafirmaron el compromiso de sus gobiernos para continuar
trabajando cercanamente en el G-20 y el NAMA-11. En agricultura,
recordaron su responsabilidad para un resultado positivo en
términos de la eliminación de distorsiones y de subsidios en el
comercio internacional en agricultura y de la preservación de la
seguridad alimentaria, del desarrollo rural y de las preocupaciones
del sustento de las poblaciones rurales de los países en vías de
desarrollo. También recalcaron la Declaración de Hong-Kong y la
gran ambición para el acceso al mercado en NAMA y reafirmaron
que esta ambición tiene que ser alcanzada de una manera
proporcional y equilibrada, consistente con el principio de menos en
vez de reciprocidad completa en la reducción de compromisos.
Ambos lados reiteraron la importancia que tienen los asuntos
relacionados al cambio climático y convinieron en que la solución a
este problema, que es esencialmente el resultado de los patrones
insostenibles de producción y de consumo en el mundo
desarrollado, no puede recaer en la perpetuación de la pobreza en
los países en vías de desarrollo. Convinieron en la necesidad de
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Ambas partes expresaron su satisfacción
con el lanzamiento del Foro internacional
de Biocombustibles, en marzo del 2007.

La importancia de IBSA (India-Brasil-Sudáfrica
Ambos lados recalcaron la importancia que otorgan al IBSA, foro
especial de grandes, multiétnicos, multirraciales y multireligiosos
países en vías de desarrollo de los tres continentes, África, Asia y
América Latina que son ligados cercanamente por los principios
comunes del pluralismo y la democracia. Recordaron la exitosa
cumbre IBSA realizada en Brasil en septiembre del 2006 y la
importancia de mirar hacia el futuro para examinar el progreso
obtenido y dar dirección fresca para la evolución del marco del IBSA
en la segunda Cumbre que se realizará en Sudáfrica en Octubre del
2007. La reunión ministerial de la Comisión Trilateral de IBSA en
India el 16-17 julio del 2007 debe asegurar que las preparaciones
para la segunda Cumbre sean significativas y substantivas. Ambas
partes también observaron que el desarrollo de la cooperación en el
marco de IBSA consolidará las relaciones bilaterales entre los tres
países.
El presidente Lula y el primer ministro Singh utilizaron la oportunidad
de su reunión en Nueva Delhi para tener un profundo intercambio de
impresiones sobre la próxima reunión del G8 en Heiligendamm,
Alemania. Expresaron su satisfacción en la unidad de sus ideas
acerca de esta importante reunión y prometieron continuar
cooperando en este foro.
Los líderes de ambas partes reiteraron la importancia de asegurar un
desarrollo económico social inclusivo en sus países. El lado indio
expresó el gran aprecio por las políticas implementadas por el
presidente Lula, las cuales han impactado significativamente en la
reducción de la pobreza en el Brasil. Por su parte, el lado brasileño
manifestó el aprecio por las políticas puestas en ejecución en la India
para el alivio de la pobreza, las cuales han realizado con éxito
ajustes para levantar a millones de la trampa de la pobreza. Ambos
lados resaltaron que estos esfuerzos deben continuar y un
intercambio de experiencias y programas entre los dos países en
relación al alivio de la pobreza será de gran ventaja para cada uno.
También convinieron que sus experiencias para mejorar la calidad
de vida de los estratos sociales más vulnerables de su población se
podrán compartir con otros países en vías de desarrollo y con la
comunidad internacional en la lucha contra el hambre y la pobreza.
El presidente Lula invitó al presidente y al primer ministro de la India a
realizar visitas oficiales al Brasil. Las invitaciones fueron aceptadas
con gusto. Las fechas serán arregladas por vía diplomática.
Ambos lados convinieron que la visita de estado del presidente Lula a
la India ha proporcionado un ímpetu decisivo al desarrollo posterior
+
de la sociedad estratégica entre la India y el Brasil.
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El Foro de Biocombustibles

Reafirmaron su mutuo interés en profundizar su cooperación de
acuerdo con el programa de trabajo creado bajo el Memorándum
de Entendimiento en Cooperación Tecnológica en el área de mezcla
de etanol con gasolina, firmado en el 2002. El presidente Lula
reiteró el compromiso de su gobierno para intensificar el
intercambio de información con India en el programa de
Biocombustibles del Brasil. Ambos lados favorecieron el uso de
energías limpias y unirán esfuerzos para la creación de un mercado
internacional para el etanol, que pueda contribuir a la reducción de
la dependencia del mundo de los combustibles fósiles.

INDO-LAC BUSINESS

discutir constructivamente este asunto de
vital importancia con todas las partes,
tomando en consideración la situación
específica del desarrollo y los
requerimientos de los países en vías de
desarrollo y, simultáneamente trabajar
para compartir las fuentes de energía
limpia y renovable en la matriz global,
rendimiento de la energía y seguridad de la
energía. Los países en vías de desarrollo
no pueden aceptar metodologías que
impidan el crecimiento y retarden las
obligaciones para el alivio de la pobreza.
Convinieron que ambos lados cooperarían
cercanamente, junto con otros países en
vías de desarrollo, en el UNFCCC y
también dentro del marco del Protocolo de
Kyoto. La segunda reunión del Grupo de
Trabajo Bilateral sobre el Medio Ambiente
debe ser sostenida en el 2007 y permitirá a
ambos países coordinar sus posiciones
para el beneficio común.

Neto por encima del 10,6% Rs. 2 990 millones
en el 2006-07; Desembolsos se acercan al 47% a
Rs. 220 760 millones;

REPORTE

Banco Exim sobresale en su año de
Vigésimo Quinto Aniversario
El Banco Export-Import de la India
(Banco Exim) ha declarado una
mejora integral en su
funcionamiento durante el
ejercicio presupuestario 2006-07
que terminó en marzo. El
presidente y director
administrativo del Banco Exim,
T.C. Venkat Subramanian,
anunció los resultados del Banco
para el año, Vigésimo Quinto
Aniversario de las Operaciones
del Banco, recientemente en
Mumbai.
Los puntos financieros resaltantes incluyen:
• Beneficio neto (después del impuesto) en Rs. 2 990
millones, un aumento del 10,6 por ciento sobre el año
anterior.
• Rs. 956,2 millones serán transferidos al Gobierno
Central de acuerdo al Acta del Banco Exim, con respecto
a los Rs. 867,5 millones del 2005-06.
• La suficiencia de capital (Índice del Capital de los
Activos de Riesgo) se sitúa en 16,38 por ciento.
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FUNCIONAMIENTO DEL NEGOCIO
• Las aprobaciones de los créditos agregaron Rs. 267
620 millones durante 2006-07 en relación a Rs. 204 890
millones del año anterior, un aumento del 31 por ciento.
Los desembolsos añadieron Rs. 220 760 millones, con
respecto a Rs. 150 390 millones durante el año anterior,
un aumento del 47 por ciento. Los activos de los
préstamos se incrementaron en un 29 por ciento subiendo
a Rs. 232 740 millones al 31 de marzo del 2007 de Rs.
180 280 millones como se encontraban al 31 de marzo
del 2006.

países para apoyar la exportación de proyectos, bienes y
servicios de la India. 73 LOCs cubrieron 83 países en
África, Asia, la Comunidad de Estados Independientes
(CEI), Europa y América Latina, con compromisos de
crédito que añadieron US$ 2,3 billones que están
actualmente disponibles para su utilización, mientras que
un número de prospectos de LOCs se encuentran en
negociación. El Banco pone especial énfasis en la
extensión de los LOCs, puesto que es un mecanismo
eficaz de entrada al mercado, especialmente para las
pequeñas y medias empresas.
• Proyectos de contratos de exportación apoyados por el
Banco Exim ascendieron a Rs. 140 000 millones y fueron
asegurados por 21 compañías en 20 países.
• Al 31 de marzo del 2007, las garantías en reserva eran
de Rs. 35 360 millones.

RECURSOS/TESORERÍA
• Los préstamos de diferente vencimiento recaudados por
el Banco suman Rs. 106 210 millones, comprometiendo
recursos en rupias por Rs. 64 610 millones y recursos en
moneda extranjera equivalentes a US$ 957 millones.

• Los Netos de los NPAs (activos no-productivos)
formaron el 0,5 por ciento de los activos netos de los
préstamos al 31 de marzo del 2007.

• Los préstamos del mercado al 31 de Marzo del 2007
constituyeron el 85 por ciento de los recursos totales.

• Durante el año, el Banco amplió 16 Líneas de Crédito
(LOCs), que sumaron US$ 542 millones, abarcando 42

• Durante el año, el Gobierno de India concedió Rs. 500
millones al capital del Banco y las cuotas pagadas del
capital del Banco se incrementaron a Rs. 10 000 millones,
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• Los instrumentos domésticos de deuda del Banco
continuaron gozando del máximo valor 'AAA' de las
agencias de clasificación, CRISIL e ICRA. Al 31 de marzo
del 2007, préstamos excepcionales en rupias incluyeron
contratos y el papel comercial ascendió a Rs. 145 340
millones.
• Durante el 2006-07, las clasificaciones dadas por
Standard & Poor's and Fitch mejoraron el crédito del
Banco del BB+ al BBB-. La Agencia de Valoración del
Crédito del Japón (JCRA) realzó la posición del crédito
BBB del Banco de 'estable' a 'positiva'. Junto con la
clasificación Baa3 de Moody's el Banco actualmente tiene
un grado de clasificación de la inversión a la par con la
soberanía India a partir de cuatro agencias
internacionales de clasificación del crédito.

NUEVAS INICIATIVAS
Iniciativa compartida con Khadi y la Village
Industries Commission (Comisión de Industrias de
los Pueblos)
• El Banco se encuentra negociando con Khadi y la
Village Industries Commission (KVIC), la instalación de
una organización compartida de Comercialización de
Exportaciones que contribuya a la formación de
capacidades en las iniciativas de las empresas locales y
promueva las exportaciones de productos de las
empresas rurales, de forma que den por resultado un
crecimiento inclusivo. El Banco ayudará a la KVIC en la
identificación de los productos con potencial de
exportación, los países atraídos por la importación de
tales productos y compradores interesados en el
extranjero. El proyecto tendrá una inversión inicial de Rs.
50 millones, donde el Banco Exim y KVIC otorgarán Rs. 20
millones respectivamente y el saldo de Rs. 10 millones
representará el aporte de un número de ONGs/SHGs
comprometidas con la fabricación de productos agrícolas
y artesanías rurales. Mientras que el Comité del Banco
Exim ha aprobado la inversión, la KVIC se encuentra en el
proceso de obtener la aprobación del Gobierno Indio
para su inversión.

Iniciativas Rurales de los Negocio Locales
• El Banco ha introducido una facilidad innovadora para
apoyar la globalización de las industrias rurales con su
Iniciativa de los Negocios Locales. Para ese fin, el Banco

• La Corporación de Finanzas Internacionales (CFI),
institución miembro del grupo del Banco Mundial, ha
instalado un centro de exhibición-cum-ventas llamado
'Pangea ' en la C.C de Washington donde los productos
agrarios y rurales de varios países en vías de desarrollo se
exhiben. El Banco, en asociación con la CFI, organizó el
'Día de la India ' en Pangea, en éste, productos producidos
por un número de ONGs/SHGs de India fueron
exhibidos.
• El Banco también se encuentra activamente involucrado
en la extensión del acceso de los productos rurales al
mercado de exportación a través de servicios de
comercialización de exportación innovadores, utilizando
eficazmente sus oficinas en el exterior y sus enlaces
institucionales, así como extendiendo líneas de crédito a
las casas compradoras y las tiendas de departamento en
el extranjero por importar una variedad de productos de la
India. El Banco Exim ha sido capaz así de influenciar tales
líneas de crédito para promover la exportación de
productos agrarios y rurales, y ha obtenido órdenes
provenientes de Singapur, Sudáfrica, Hungría y los EE.UU.
para tales productos.

REPORTE

• Los recursos en moneda extranjera recaudados durante
el año incluyen US$ 269 millones equivalentes por
método a la segunda aplicación Samurai contratos/FRNs.
Los recursos en moneda extranjera equivalentes a US$
688 millones fueron recaudados con préstamos
bilaterales. Al 31 de Marzo del 2007, el Banco tiene un
grupo de recursos en moneda extranjera equivalentes a
US$ 2,57 billones.

ha intentado conscientemente establecer, consolidar y
fomentar una variedad de asociaciones institucionales.
Un ejemplo de esto es el convenio de cooperación con la
Confederación de ONGs de India Rural (COIR), una
organización no lucrativa con la membresía de 5 000
ONGs que se encuentran distribuidas en todas las
provincias de la India. Bajo este acuerdo, el Banco Exim
asiste a los miembros de la COIR en la construcción de
capacidades, entrenamiento y acceso a los mercados
nacionales y globales.

Atención a las Pequeñas y Medianas Empresas
(PYME)
• Línea de crédito especial del Banco de Desarrollo
Asiático (BDA): El Banco está negociando una línea de
crédito a largo plazo de US $250 millones con el BDA, sin
garantía del Gobierno Central, para la extensión de las
PYME. El Banco tendrá la opción de derivar los fondos en
diversas monedas, según las necesidades de sus clientes.
• Programa Innovador para las PYME: El Banco ha
comenzado un contrato de cooperación con el Centro
Internacional del Comercio (CIC) en Ginebra para la
implementación de un exclusivo Programa de
Administración de Servicios de Desarrollo, que se basa en
un facilitador IC que permita a las pequeñas empresas
preparar planes de negocios con el mercado
internacional en perspectiva. Es una iniciativa pionera
para promover las PYME y para proporcionar préstamos a
plazos y facilidades financieras para la exportación de
unidades identificadas, con el propósito de ayudarles en
sus esfuerzos de globalización. El Banco es la contraparte
del CIC para implementar este programa como un
proyecto experimental. El Banco apoya, de esta manera, a
las pequeñas empresas mediante la construcción de
capacidades y la asistencia en la formulación de ofertas
viables. Se espera que el aprendizaje de este programa
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que es igual al capital actual autorizado por el Banco al
31 de marzo del 2007. El Gobierno de India se encuentra
en el proceso de aumentar el capital autorizado a Rs. 20
000 millones.

sea transferido a otros países en vías de desarrollo, y así
asistir a la creación de capacidades y la construcción
institucional en la arena global.

Préstamo equivalente a US$ 100 millones del
Banco del Japón para la Cooperación
Internacional
• Durante el año, el Banco Exim inició un acuerdo para
una facilidad de préstamo con el Banco del Japón para la
Cooperación Internacional (JICA). La facilidad
proporciona recursos competitivamente tasados
equivalentes a US$ 100 millones al Banco, a largo plazo,
para prestar a los prestatarios indios elegibles. Los
ingresos serán prestados a las corporaciones que tienen
relaciones de negocios con las compañías japonesas,
empresas compartidas y subsidiarias indo-japonesas en la
India así como en el extranjero y otros usuarios elegibles.

REPORTE

Redes Globales de los Bancos Exim y
Desarrollo de Instituciones Financieras (GNEXID)
• El Banco Exim de India con la ayuda de otros bancos e
Instituciones Financieras de Desarrollo (IFDs) de Exim en
varios países en vías de desarrollo en Asia, África, América
Latina y CEI ha instalado una red global de bancos Exim y
IFDs llamada G-NEXID bajo el auspicio de la Conferencia
de las Naciones Unidas sobre Comercio y Desarrollo
(UNCTAD) en Ginebra para mejorar la cooperación SurSur en el comercio y la inversión. La segunda reunión
anual, celebrada el 22 de Marzo del 2007, fue testigo del
lanzamiento técnico de la página web oficial de G-NEXID
(www.gnexid.org), con el objetivo de crear presencia
competitiva en línea, facilitar y compartir información,
creación de la marca institucional, entrenamiento y
conducción del negocio entre las instituciones miembros.
A G-NEXID se le ha concedido el estado 'observador ' por
la UNCTAD.

US$ 1 Billón como Facilidad de Notas Medias
de Término (NMT)
• Durante el 2006-07, un programa de Notas Medias de
Término (NMT) para US$ 1 billón ha sido establecido por
el Banco para facilitar la recaudación de recursos en el
mercado internacional de capitales de deuda sobre una
base regular. El programa ofrecerá flexibilidad al Banco
en términos de cuantía, estructura y coordinación de la
recaudación de recursos en moneda extranjera.
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Programa de Inversión Financiera en el
Exterior
• El Banco tiene un comprensivo programa en términos de
finanzas equitativas, préstamos, garantías y servicios
consultivos para apoyar la inversión exterior india.
Durante el año, 28 ofertas fueron financieramente
aprobadas y asistencia no-financiada agregó Rs. 19 400
millones para la financiación parcial de sus inversiones en
el extranjero, en 15 países, incluyendo España, el Reino
Unido, Indonesia, Malasia, Noruega, Brasil, Egipto,
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Israel, Irán, Dubai, etc. El Banco Exim ha otorgado fondos
a 176 iniciativas instaladas en cerca de 147 compañías
en 54 países hasta el momento. La asistencia agregada
extendió las inversiones en el extranjero por sumas de
Rs.49.600 millones que cubren varios sectores,
incluyendo los productos farmacéuticos, mobiliarios
caseros, ropa, productos químicos y tintes, software de
computadoras y tecnologías intermedias, bienes de
ingeniería, recursos naturales (carbón y bosques), metal y
procesados del metal y, agricultura y los productos
basados en el agro. Las inversiones extranjeras apoyadas
por el Banco Exim durante el año incluyen: adquisición de
una compañía española dedicada a la fabricación de
formulaciones genéricas de marca; adquisición de una
gran compañía casera de textiles en el Reino Unido;
adquisición de la compañía de diseño y construcción más
grande del Sureste Asiático, Compañía EPC en Singapur;
adquisición de una compañía en Indonesia poseedora de
los derechos de explotación minera en minas de carbón
indonesias; adquisición de una compañía agroquímica
en los Países Bajos; adquisición de una compañía de
perforación petrolífera en Noruega; adquisición de una
compañía en Malasia que es la más grande dueña y
operadora de pulpa y fábrica de papel, que posee a su vez
grandes concesiones de tierra forestal; establecimiento de
una subsidiaria de entera posesión en Sharja, UAE para la
fabricación del empaquetado de líquido (tambores del
HDPE).

Focalización en los países del Consejo de
Cooperación del Golfo y Asia Central
Durante el año, el Banco abrió una oficina representante
en el prestigioso Centro Financiero Internacional de
Dubai, en Dubai. Se espera que la oficina del Banco Exim
en Dubai, juegue un rol clave y catalítico en el futuro
esplendor de los flujos del comercio y de la inversión entre
la India y la región del Medio Oriente. En virtud de su
localización estratégica, la oficina también ayudará a las
compañías indias a aumentar sus negocios en Asia
Central y en las regiones del norte de África.

INVESTIGACIÓN Y PLANEAMIENTO
• Cinco documentos fueron publicados esporádicamente
por el Banco durante el año: Inversiones Extranjeras
Directas de Japón y los E.E.U.U. en la Manufacturación
India: Un Análisis; Región de Maghreb: Un Estudio del
Comercio de India y del Potencial de la Inversión;
Consolidación de Capacidades de R&D en India; Región
CEI: Un Estudio del Potencial del Comercio y de la
Inversión India y de la Industria Química India: Un Estudio
del Sector. Durante el año, el Banco también publicó un
documento de trabajo titulado "La Industria de
Construcción India: Oportunidades en el Extranjero".
• El Banco también produjo una publicación titulada
"Mirando a través del Kaleidoscopio: La India y la
Globalización” que es un compendio de la inauguración
de la Serie de Lecturas del Día Anual del Banco Exim para
el período 1986 a 2006, en conmemoración del
+
Vigésimo Quinto Aniversario del Banco Exim.

