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Retail Rush

Continuing on our series on “Engines of Indian Growth” afteshortage and wastage. While FDI amounting to 51% is permitted
SEZs and IT, we focus on another sector that is heralded asiace 2006 in Indian companies engaged in retail trade of sirgle
growth and employment accelerator of our economy- the retditand products, multi national company retailers are only allowed
sector. The sector contributes to 14% of our GDP and employshey operate in the cash-and-carry segments i.e. catering to
7% of our total workforce. Of this organized retailing (tradinghe institutional clients rather than the households. The bigper
activities undertaken by licensed retailers) constitutes only 5%uestion is however of allowing 100% foreign investment jn
of the total retailing pie. Rising salaries, double incomes, nucleamulti brand retail stores. The FDI guidelines have been receitly
families and growing consumerism are factors that have helpathended, which allow for surrogate entry of foreign capital|in
feed the retail revolution, thus making modern retailing a relativetye retail sector, but already there are many dissenting voices
urban phenomenon. A study by Indian Council for Research @gainst opening up the retail sector fully to foreign investment
International Economic Relations (ICRIER) suggests that tr@nce such a move will sound the death knell of the nearly [L.3
Indian retail sector is expected to grow by a staggering 83.228tore small retailers. However, a study conducted by Assochlam
to $590 billon in 2011-12. Thus the opportunities offered byeveals that consequent on opening up the retail sector to foreign
the sector are vast. doors, there will be a healthy coexistence of the organized stgres

Ever since the retail wave first hit India, many retailing formatgnd the unorganized kirana shops like it happened in the
have been followed. Organized retailing could be classified intb® number of jobs that will created both in the front end (at fhe
any one or more of the following formats namely branided store¥}0PS) and the back end segments (value chain, logistics etg.) of
specialty stores, departmental stores, super markets, hyﬁ;@? sector is likely to more than compensate for some amount of
marts, shopping malls, convenience stores:and discount stoidigplacement that may occur due to the policy change. Moreoyer,
With time there have also been many changes in the retail mod8 Presence of big domestic retailers like Reliance and Bharati
The first phase was characterized by mass production of unifoMiil have the same impact on the ‘mom and pop’ stores so there
products and delivery at affordable prices. The second phd8é'0 reason why the foreign retailers should be denied entry.
saw the retailers adopting clever marketing strategies and brandia today has one of the lowest retail spaces per capita anjong
association to retain the fickle customers. However, with thdne emerging nations and with economic growth anpd
recession tugging at the purse strings, consumers became nmresumerism, this retail bandwagon can only roll-on af a
discerning and costs especially rental values have threatersatrching pace. However, behind the success stories of a Fujures
their margins. Consequently, there is now a visible attempt §roup or Reliance or Spencers, there are many instanceg of
the retailers to satisfy both the basic and perceived needs of thtailers being forced to down their shutters both owing |to
consumers through the 3Vs- value, volume and variety; in othextraneous factors and due to mismanagement. The perceived
words to show that retailing is not just about the product butfiteshness of perishable items like food, the localized flavour| of

competition, innovating marketing strategies are being adopté#te discounted model format bled the retailers dry since the
by the retailers. Some retailers are courting the kirana storesoperational costs far outstripped their low revenues

stock and distribute their in-house brands in the food, home andmindful expansion based on a highly optimistic but unreali
personal care categories. It creates a win- win proposition wionsumer growth forecast only worsened the situation. Orset
the kirana stores getting higher margins and the retailers gettiofyrecession and high realty values further added to their wqges.
higher volumes. Soaring real estate prices are forcing mafijne next phase will be all the more crucial for the retail secfor

retailers to adopt the franchising route to expansion or targeith entry of more domestic and foreign players chasing a wegker
Tier Il cities. consumer demand. Problems of poor inventory management,

Another issue affecting the retail sector has been allowing Foreitit¢fficient replenishment measures and weak co-ordination
Direct Investment (FDI). FDI in will not only lead to injection D€tween retailers and suppliers need to be sorted out. It will
of necessary capital for the cash starved retailers, it will al§$sC help to have a well defined government policy that gges
bring in state-of-the-art IT-based supply chain and knowledg¥hind merely FDI guidelines and addresses laws on zonjng,
management tools which allows retailers to leverage thepperating hours, retail sector worker rights, uniform taxation
proximity to the point of purchase to drive information or@nd closures.Some even suggest that the sector which | spnly
consumer behaviour to both manage and drive trends. TARE next to agriculture in providing employment should he
effectively improves yields and profitability at both the retailefccorded a separate “industry” status.
and the supplier base level and better prices at the consuriiee July edition of Management Accountant highlights and
level. This will also help tackle the problems of adulterationexamines the various issues concerning the retail sector.
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President’s Communiqgque

VMy dear Professional Colleagues,

In my final communiqué to you as President, | look back at the speed with which a
memorable and eventful year which launched our profession into a higher or
gone by. The time has come for me to hand over the baton"6du®2 to the ne
President and his team bubbling with new ideas and zeal to work for the professi
every member of the Council looking towards a brighter future with continuity, dedic
and commitment to the common cause. The year gone by has been a year of ha
privilege and a humbling experience made possible because of the love and affeg
all the members, the faith, support and constructive suggestions from all my d
members and staff and executives of the Institute. My Vice President Mr. A. S.
Prasad has been a pillar of strength to me observing and sharing my work. | wish
the best to take our profession to greater heights and it would be my pleasure
him and the Institute as a team member. Though we have made a lot of progress
years, a lot remains to be done and it is the collective wisdom of the members and
Council which will lead us to further glory. | am confident that the active involvement and enthusiasm of the nj
of the Council and the staff and executives of the Institute will guide us to a much brighter future ahead.
Before | recapitulate the important events of the past one year, let me apprise you of certain events that took
the time | last wrote to you. | had the privilege of meeting Mr. Salman Khursheed, Hon’ble Minister for Co

)

Affairs & Minority Affairs on May 29, 2009, immediately after his assuming charge as Minister. | am thankful|jo the
Hon’ble Minister for sparing his valuable time on the first day itself and Mr. H. K. Goel, my colleague in the Counil and

| could apprise him of the activities of the Institute in detail. The Hon’ble Minister showed his keen interegj|in the
profession of cost and management accountancy and acknowledged the important role it plays in the gconomic
development of the country. | am happy to inform you that the recommendations of the Expert Group figuffes very
prominently among the priority areas of the Hon’ble Minister and he assured us his active co-operation and [guidance
for the continued development of our profession.

The Institute of Certified Management Accountants of Sri Lanka was launched on June 2, 2009 at Colombajand this
was attended by a delegation from ICWAI. Mr. A.N. Raman, Mr. B.M. Sharma my colleagues in the Council prgsented

papers at the Inaugural International Conference and | had the privilege of Chairing a Technical Session.
The ICWAI submitted its Pre-Budget Memorandum to the Government of India, Ministry of Finance and | mugthank
Shri S. C. Mohanty and his team for doing a commendable job. The Ministry is considering the proposals sdfiously.
The Council held a special meeting deliberating the recommendations of the Expert Group and sent its obsfrvations
and comments on the recommendations to the Ministry of Corporate Affairs. These are now under considéfjation of
the MCA. The issues regarding Excise Audit are being vigorously pursued by Dr. Sanjiban Bandyopadhyay|find Shri
Somnath Mukherjee, my colleagues in the Council.
We had further discussions with CIMA, UK and they have agreed that credit hours granted by ICWAI for|[CIMA
members undergoing CEP Programmes of the Institute would be recognized by CIMA and the same would be cInsidered
for renewal of CIMA membership. CIMA has also agreed to give access to their web-based learning modulgs to our
students and members. The modalities are being worked out.
Let me dwell on certain events that took place during the past one year.
® January 15, 2009 was a red letter day for our Institute when Bharat Ratna Dr. A.P.J. Abdul Kalam addregsed the
members at Pune and delivered the Golden Jubilee Commemorative Address markihge¢bed®nactment o
the Cost and Works Accountants Act. The key message of Dr. Kalam to the professioriBlomase Profit
with Integrity — Work with integrity and Succeed with integrityT.place on record the appreciative role playedpy
Shri V. Kalyanaraman, Former President of ICWAI and SAFA for his involvement in the organization gf this
function.
® The landmark achievement of the entire Council, which started deliberations in July 2008 culminated in sulfimission
of the Expert Group Report and the path-breaking recommendations it has made. | must place on record njy sincere
thanks to all the members of the Expert Group and especially for Mr. B. B. Goyal, Adviser (Cost), MG\ and
Chairman of the Expert Group, for their tremendous efforts.
e In the International forum, the agreement with CIMA-UK and Institute of Management Accountants, U§A has
enhanced the global presence of ICWAI. These agreements herald an era of opening up of globalizatigh for the
ICWAI members. We now have an opportunity to attain International accounting recognition at a fast pagg which
\ will take India closer to the nucleus of global accounting. Management accountancy is a global professiy and we
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President’s Communiqgque

/
@ are now in a position to highlight the benefits of a professional management accountancy qualification} share
best practice and to train and develop the global business leaders of the future and members of the Instjjutes will
immensely benefit from recognition of these certifications.
® The signing of our Memorandum of Understanding with Omar Zawawi Establishment LLC of Oman and hglping
them set up IMA Oman by providing technical and academic support through our Directorate of Studjgs was
definitely a commendable effort made successful by team ICWAI.
® The Companies Bill 2008 was presented before the Lok Sabha during October 2008. However, the Bill Iapa]zd and is
to be presented again before the Lok Sabha and it is hoped that the representations made by the ICWAI, Where Shri
Somnath Mukherjee and Dr. Sanjiban Bandyopadhyay played a pivotal role, would be duly taken care o
® The SEBI issued notification permitting Cost Accountants to undertake internal audit of stock brokers/ lHading
members and clearing members which has opened new vista for the profession of Cost and Manggement
Accountancy.
® The Cost Accounting Standards Board has been working tirelessly for developing the cost accounting zlfndards
under the Chairmanship of Shri M. Gopalakrishnan. The Council has also taken the proactive step of making the
cost accounting standards mandatory from April 1, 2010.
® The progress of the Institute can be seen in the increased interest being shown by students joining the|fcourse in
large numbers. This is reflected in the increased student strength in all the Regions. The newly introduced|fertified
Course in Accounting Technicians is also showing excellent progress under the able leadership of Sk G. N.
Venkataraman. ICWAI has always worked towards providing quality education to the students and we gre now
able to provide necessary skills to students from all sectors of the economy to take up employment ag Junior
Accountants.
® Our Institute played a leadership role in International Federation of Accountants (IFAC) in catering to the ngeds of
the Professional Accountants in Business (PAIB) when the IFAC-PAIB invited S/Shri Chandra Wadhwa anfl A. N.
Raman to be member of the Review Group constituted for reviewing the activities for professional accouniants in
business. Since then, the ICWAI played a pivotal role in bringing to focus many issues pertaining t® good
practices in management accounting which have been duly taken note of by the IFAC. At the IFAC-PAIB mieeting
at Hong Kong Shri A. N. Raman pointed out that cost statements based on ledger balances which are Jubject to
IFRS, the impact of fair value estimates would change the recorded transaction costs or historical costs. [[his may
change the paradigm of historical cast: Shri Balwinder Singh is co-coordinating the ICWAI initiative in this rgspect.
® The Institute has been approached by the WHO and Ministry of Health for undertaking joint research in
health study so that proper costing of health services can be made and the same can be provided at
costs.
I would like to place on record my sincere appreciation and thanks for S/Shri Anurag Goel, Secretary, P. D. S
Addl. Secretary, Jitesh Khosla, Joint Secretary, Smt. Renuka Kumar, Joint Secretary, S/Shri B. B. Goyal, Advis
Jaikant Singh, Director, Diwan Chand, Director of the Ministry of Corporate Affairs as well as our Government Nd
S/shri S. C. Vasudeva, P. K. Sharma, T. S. Rangan and R. K. Jain whose continued advise, guidance and su
always cherish. | also thank S/Shri V. Kalyanaraman, J. K. Puri, B. D. Bose and Harijiban Banerjee for their ¢
guidance and support.
| have always believed that development and progress is a continuous process. We cannot rest but stri
continue the growth our founding fathers have visualized for this great profession. My best wishes to all my pro
colleagues, the budding professionals and the staff and officers of the Institute. | leave you with the dream
the Cost and Management Accountants to be the most sought after professionals in the country who will be
leaders steering the destiny of the country and | extend a hearty welcome to the new President to lead
continued development of our esteemed profession.
With warm personal regards
Yours sincerely,

i

Kunal Banerjee
President

S 4
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_ hy and foreign players. Indian retail sector
India —An analysis Of the fs o sen atected much es ver
sailing smooth and gaining strength

key faCtO rS aSSOCIated with the help of the ambiance of a strong

financial system. Indian retail market is
. = very large but the unorganized sector
with the emerging marketiies s pcen o Ao 15
i million tiny retail outlets exist and spread
e nVI ro n m e nt across the country. More than 3/4th of
those retail enterprises are run by the
The retail sector in India is still largely dominated by the unorganized retailiRgjvate individuals with the help of
and itis also highly fragmented. The lion's share of the consumer market remifdly members. There is enough
in the hands of small, private, independent owners and a large numbeP@gntial for the growth and develop-
middlemen exist in the structure of distribution. Indian consumer market is VBNt Of organized retailing in India.
large as well as swelling, the huge scope and vast potential for the prosperil@Jn consumer mindsets are shifting
organized retailing are also increasing day by day and the organized ref@ivards an organized retailing
sector in India has been witnessing winds of changes in the last couple of ygXRErience. There is an explosion of
Though India is concerned with the global issues like financial meltdoiganized retail enterprises (hyper-
inflation, food scarcity etc., it has become one of the fastest growing sectof8afket, supermarket) in Indian market.
the Indian economy and it is expected to.grow rapidly. With this backdrop, tHi§ number of malls is expected to rise
paper intends to analyze key factors associated with the Indian retail maFREe times by 2010. Many Indian as well
environment upon which survival, operation, processes, growth and developfeffereign retail players are attempting
of organized retailing are contingent upon. Billion-plus population, propitiod@ {@p this opportunity of vast retail
economic growth and escalating incomes and development in infrastructm%r,ket-
openness of the Indian market, favorable demographic condition and change dfvith this backdrop, this paper
expenditure pattern ,advent of double income families, move in customer derimdedds to set some specific objectives.
to overseas brands , rapid urbanization ,increasing number of malls and consuhherobjectives are as follows:-
inclination for shopping in new surroundings , the inter_net uprising, availabiliyy To jidentify the key factors
of credit ,accessibility of quality real estate and shopping center and overall thezssociated with the Indian retail
changed mindset of the new generation customer will be the main driving forceg,arket environment.

in emerging retail market environment.
2 the huge scope and vast potential fop- To analyze the results of the

Dr. Prasanta Paul* the prosperity of organized retailing are ~ interactions among those factors
Dr Debasish Mukherjee** also increasing day by day. The Indian considering the opportunities and

. i retail sector is attractive and very much challenges of the sector and to
Chiranjib Das*** competitive and the fresh participants explore the impact of changes on
in this sector in India signify the  organised retailing.

beginning of retail boom and thec 1o suggest some measures for the

etailing is one of the largest i i : ; : bl
: _ - =~ organized retail sector in India has been  jeyelopment of organized retailing.
Rsectors in India and is still \\inessing winds of changes in the last,

ethodology

largely dlominated by the ;o pje of years. Due to the worldwide
unorganized retailing. Indian retail . \isis there would be decline in  This paper is the outcome of a

market s very large as well as swellinggisposable income and market of uppeiheoretical study on retail management
“Reader in Commerce, Prafulla Chandr&£Nd goods as well as lifestylewith special reference to Indian retail

Introduction

College, Kolkata-29 commodities would get hampered bugector. To complete this, various books,
** Reader in Commerce, Prafulla Chandrsthe market of utility goods would notjournals and periodicals have been
College, Kolkata-29 be affected too much. Despite theconsulted, several reports on this
***Asst.Director (Studies), ICWAI, current slowdown of Indian economy,particular sector have been considered,
Kolkata-16 organized retail sector of India is feelinginternet searching has also been done
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Share of organized retail in total market India is low, even when compared to

(% organized) Brazil (14%), and Poland (12%).Govt of

Retail segment 2004 2005 2006 2007 India’s plan of changing the FDI
Clothing, textile & fashion 136 isEEE S 57, 9uidelinesylERREEIon speaks of the
Jewellery 2 23 28 3 importance attached to retailing.

Watches 39.6 435 456 48.9) Recently moves by big corporate
Footwear 25 30.3 37.8 48.4| houses like Reliance Industries has

Health & beauty care 6 7.6 10.6 14.3  further fuelled the major investments in
Pharmaceuticals 1.8 28 2.6 3.2| retail sector. A strategic alliance, land
Consumer durables, home appliances 7.8 8.8 10.4 1p.3 acquisitions in prime areas give the

Mobile accessories, services 6.5 i 8 9.9 essence of the mood in this secfor.”

Furnishing, quIrnitudre-home and office 0657 76.6 z.l l111 Emnst & Young India mentioned some
QOC ST : : - : key drivers of growth. Greater

Catering 5.7 5.8 6.9 8 di ble i f the b .
Books, music &gifts 9.8 1170 12.6 13.4] CISROSCIEEEEE U1 L€ hooming
Enteriaiiet 26 33 41 53 Indian middle class which currently
Total 3 6 4.6 5.9 comprises 22% of the total population.

figure is expected to increase to

by 2010. Disposable incomes are
and especially the opinions ofinthe world at 6% (15 million retail shopsexpected to rise at an average of 8.5%

executives of corporate majors havdor about 209 million households).p.a .till 2015. More than 50% of the
been taken into account. KPMG iin India was invited by the population is less than 25 years of age
Review of Surveys Federation of Indian Chambers ofand strong growth is expected to
India Retail Eorum 2008 projectedcorgm?rce and Itndust:y (FtIhCCI) tocontinue in this age bracket. The Indian
that with the given rapid pace of retailCCncriCt @ Survey 1o explore the scopairban population is projected to
growth, it is expected that Indian reta"pros_pects and RGeSy tTe Ifldl_ammreasg il Z Sy 40% RIS
market will be in excess of Rs.18, 10,006e_ta|lers._ They Jed (2005) (Ijndla ISpppuIatlon R0 ant Incomes a4
crore (USD 452.8 billion) by year 2010,/ 1€SS1ng - an  unprece entedsimultaneously expected to grow in this
Organized retail will be likely 13 percemcons_umptlon aom. The economy issegment. Retail loans have doubled in
of the total markeriaE growing b-etwgen 7 and 8 percent anthe last three years to r_each USD 38.7
the resulting improvement in incomebn by 2005.* NV Siva Kumar,
GROWTHINRETAILINDIA dynamics: along with factors like Pricewaterhouse Coopers, Retail &
(Value in INR Billion*with projections) - fayorable demographics and growthConsumer Leader, India stated “India is

Source: The India Retail Story, Images F&R Research, India Retail Forum 2008, Business V\-Igzgéu/so

YEAR | RETAIL | ORGANISED inspirational consumption are thean economy on the move. This

MARKET RETAIL drivers. Retailing in India is currently country’s growth is estimated to
2004 9300 280 estimated to be US$ 200 billion, of whichovertake that of China by 2013 and GDP
2005 10300 375 organized retailing (i.e. modern trade)s expected to amount to US $2 trillion
2006 12000 550

makes up 3 percent or US$ 6.4 billionin 2015. The country is young, with 50%

22(?(;)81 1143288 1?2% Organized retail is expected to grow abf the population under 25 years of age.
2005* | 1 o0 25-30 percent p.a., and is projected t¥he retail sector represents 13% of GDP
2010 | eI Seoh attain US$ 23 billion by 2010. At theseand 6% of the workforce, and at the

levels, organized retail would constitutemoment 12 million retail outlets serve
Source: The India Retail Story, Images F&Rp to 9 percent of overall retail salés.” 209 million households. There is
Research, INDIA RETAIL FORUM 2008, prakash Chandra Dash stated in higerefore a huge amount of potential for
Businessworld - S paper titled “Indian Retail Industry - the organised retail sector, which
Ernst & Young in their article “The opportunities, Challenges, andshould help push total retail sales from
Great Indian Retail Story” stated thatStrategies” wrote that “A McKinsey the current US $300 billion to some US
traditionally, small-store (kirana) report on India (2004) says organized637 billion by 2015® The similar
retailing has been one of the easiesktailing would increase the efficiencyopinion has been expressed by Mr.
ways to generate self-employment, agnd productivity of entire gamut of Arvind Singhal, Chairman, KSA
it requires limited investment in land, economic activities, and would help inTechnopak and said *“ The size of the
capital and labourConsequently, India achieving higher GDP growth. At 6%, organized retailing market stood at Rs.
has one of the highest retail densitieghe share of employment of retail in280 billion in 2004 , thereby, making up
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a mere 3% of the total retailing marketincrease with retailers firming up plansi. Market-segments, size, behaviors,
Moving forward, organized retailing is to exploit the potential in Tier Il cities. trends, locations and level of service
projected to grow at the rate of 25%-anaysis of key factors demand.

s 208 iy o . Hasty ana . Rearcon (1087 i SUPBIIers and ntermelaries
Further, its contribution to total retailing i book_“_RetfeuI Manage_zment” S ngzg © ange & fav?tl - |tt_y °
sales is likely to rise to 9% by the end o%h.at retglllng SRR lliess segment |g {i ' Sl cr:_ ; ernatlv?_s,
the decade? Global retailors are with which HiEgEESEEl (© the most OC(? IOFIIS. o
jntimate contact anditis retailing which  and volume concentration.

interested to enter the indian retai Ny ! .
market as Ind IRt ber one itS to function in a very complex externaliii Comp_etltors-number, strat(_egles,
environment. Retailers are affected by ~potential new entrants and rivalry.

A.T.Kearney’s Global Retail Index in h : A 1 o INdEECEIEE Y [onment is no
both 2005 and 2006 in respect oft 'eftlanwronrr;]en mv(\j/ '(;] theyope:ja c o
consumer’s market potentials antibm e e g I = Conduct e

attractiveness. A number of Indian larg us_iness?. T complgx external R 0121 Ieader i
business houses have already showf"Vironment can be divided into twoprofessional services (2006), estimated
their presence in this field of categorie§ypes i Al 2111 L Newman ancthat the Indians with an ability to spend
like Apparels, Cosmetics, Shoes,cu"en (2002) sum_marlzed t'hose factorgver USD 30,000 a year (PPP terms) on
Watches, Beverages, Food, Jewels arlg macro angeinyeres enylronmentalconspicuous LoV represel
the products that are widely acceptebnﬂuences' Macro-environmental 2.8% of the entire population. But with

by the urban Indian consumer. Amfluenceéoinclude— a population base of 1.07 billion people,

number of stores like, beauty and health Political and Legal-consumer this number amounts to 30 million
stores, supermarkets, self-service music - protection, equal rights, safety atPeople, a market next only to USA,
stores, new age book stores, every-day- Work, working hours and the Japan and China While consumer
low-price stores, computers and . minimum wages. demand is key source of retail growth,
peripherals stores, office equipment, Economic- disposable income,'t |S|ntuzrn being driven by the following
stores and home/building construction " gross  domestic  product, factors®

stores etc. have come up in many cities. ynemployment, interest rates, Vibrant economy with propitious

of India”’ RNCOS is an industry leader ' inflation. growth: India is a vast country and its
in the field of online business research. economy has been experiencing an
am_j they stated, 3%—_this is th(_a' reference groups, culture an’qjmpre_ssive grovv"[h in the recent years.
estimated share of organized sector in Sub Sl India is the world’s 4th largest economy
total Indian retail market. But next 3-4. r as regards GDP (in PPP terms) and is
years would see almost double retal’: Technological- products, processesexpected to rank 3rd by 2010, just
outlets and retail space, owing to the Information —handling,  and pehind the US and China. The Gross
emulous expansion plans. World retail - Management. Domestic Product in the country
market says that India has brightv. Demographic-age, sex, maritalincreased at an impressive rate of 8.7
possibilities in retail sector and status, household size, educatiopercent P.A. The GDP Growth was
considers it as the pioneer destination and geographic location. mainly led by the fast rising industrial
for investment; saturation of westerny;, physical- product availability, air Production as well as the growth in the
markets may be areason for this. Thus, and water quality and noiseServices sector. India is witnessing an
the bigwigs of western retail markets are  pojjution. unprecedented consumption boom
turr_wing to I_n_dia to tap the opportunity. These factors affect the whole Sectobecause of grgater disposqble incomes
Indian retail industry accounts for about or the emerging Indian middle class,

10% of GDP and around 7% of theand the"peopleis s REE beha\nor\'/vhich currently comprises 22% of the

employment and would become $ 1(éb\nother set of factors i.e., the micro

D nvironmental inrilc R ——— total population. This figure is expected
billion market by 2010. Around 1500 . .. toincrease to 32% by 2010. Disposable
comprises those factors that Or'g'nat‘iencomes -

Socio-cultural-- social class

supermarkets, 325 departmental storeosutside the retail firm. but which the expected to rise at an
and 300 new malls are coming up in the ' average of 8.5% p.a. till 2015. The rising

cities very soon.? All these ideas have fetailer can aficCHEEEESE ItSfigure of working young Indians (with
management processes.

been corroborated by the report of Ernst ) _ an average age of twenty-four years)
& Young which says the number of These  micro-environmental nuclear families in urban areas, working
malls across the country is likely toinfluences include- women and coming out of more
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opportunities in services sector are thennovative technology to cater thein India. It is quite easy to raise finance
main growth drivers of the organizedneeds of the urban India’s populationin India if the business case is sound.
retail sector in India. The purchasingThe Indian urban population is  Ayailability of real estate with
power of a young consuming middleprojected to increase from 28% to 40%ncreasing number of malls One more
class has been talked of since the timef the total population by 2020 andimportant issue for organized retail is
of economic liberalization in1991. incomes are simultaneously expected tghe rysh in mall growth. The number of
However, it is only today that we aregrow in this segment. In urban India,majs is expected to rise from 158 in 2005
witnessing the spending powerthe middle and high-income householdg, 600 by 2010. The emergence of a mall
associated with this consumer segmenis expected to grow from 46 millionto 59¢jture and development of malls
Increasing number of double incomemillion by 2007. Indian retailing is totally should come across as a positive
families is another positive factor. Salarychanging and the forces which argjeyvelopment. By 2011 India will have
hikes in India are also expected tdeading to this change are the changingp, aqditional 280 hypermarkets, 3200
increase at a faster pace than othereeds and aspirations of the urbagypermarkets, 400 departmental stores,
developing countries. All these are theonsumers. Now in India the youngang approximately 1200 mega speciality
indication of a sustained growth inpeople are making good money. Theyores and category killers and 20000
discretionary spending in India. need certain place during weekends tayc|usive brand outlets across the

Billon-plus population with hang out or to splurge. Some of thearious retail categories. Malls alone
Favourable demographic condition: ¢hanges.in:the lifestyle of urbany;j provide an additional 200 million
Indian demographics are changing. Ougonsumers are: ?indian urban middlgquare feet of gross leasable quality
of 1022.9 million population of India ¢!ass has-shifted from-saving toretajl spacé?New generation with the
about 45% are young, 47% adults angPending. Rising incomes or increasghanged attitude of the consumer
about 7% are aged. In terms of economitl the number of earning members hagattitudes are shifting towards a well
class, about 77% are in the bottom line2lso changed the scenario. The growtthought-out retailing experience.
about 12% are in middle class, an®fmalls has led the consumersto go fofndians are enjoying shopping like
about 5.5% each belong to upper claggpulse purchases or stocking ittmsever before, thanks to growing salaries
and super class respectively. Theswhich they might not require. Thereis aand setting up of new malls that have
estimates indicate to us the need fodrastic shift in the Indian consumersprepared shopping an enormous fun for
producing utility goods based on valugnindset. They are spending less on fooghe swelling Indian middle-class. These
generation i.e., the value generated bgnd more on clothing and durableencouraging large-scale trends are
each product is a function of incomegoods. There is an emergence of @nsuing in shifting preferences in
class and age a consumer belongs to.¢gensumer who does not blink whilegemand for lifestyle products. The
is not enough just to produce goods aturchasing a shirt for Rs.3000 and a paifdian consumers’ standard of living is
affordable prices but help produceof shoes for Rs. 6,000. Some of theyso developing rapidly. India has one
generate value. The population agegustomers are engrossed to thesgs the youngest populations in the
below 30 years is expected to continushopping malls as of freebies and oncgorld with 54% of the population below
to drive consumption wheel at a highthey are inside the mall they don’t mindihe age of 25. Unrestricted expenditure
speed across categories. Thispending suddenly and excessively ORas seen a 16% rise for the urban upper
consumption is expected to continudtems which are not for their necessityand middle classes and the number of
due to the level of aspiration of Therising overseas investment couplefligh income households has grown by
spending associated with this consumewith the impact of technological 209. There is an mounting shift from
segment. The AC Nielsen Onlinedevelopmentin Indiais slowly changingprice consideration to design and
Omnibus Survey 2005 rates India in théhe way urban Indians go shopping. quality, as there is a advanced focus on
highest category of Aspiration Indexin  Financial openness with easy looking and feeling good (clothing as
Asia, along with China, Indonesia andavailability of credit: Due to the wellasfitness).Atthe same pointintime,
Thailand. liberalization and openness of the Indiathe new Indian consumer is not

Technological development with economy, inflow of finance has deceived by retailed products which are
rapid Urbanization: The whole worldis increased a lot. Retail loans havéigh on price but commensurately low
witnessing technological developmenincreased by manifolds in recent yearson worth or functionality. There is an
and so is the Indian consumer. The biggasy availability of finance at easier acceptance of luxury and an
corporations are producing variety ofcompetitive rates is a critical enabler foincreased willingness to experiment with
merchandise with the help of thethe envisaged rapid growth of retailingmainstream fashion. This results in an
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increased tendency towardsin the retail sector. At present, themomentum of growth. It is also true that
disposability and casting out - fromgovernment is allowing 51% foreign a number of agencies have projected in
apparel to cars to mobile phones tanvestment in single-branded retailtheir own ways regarding the dimension
consumer durables. The self-employedector and cash and carry format o6f organized retail bazaar in the years to

section of the population has replacesvholesale sector. come. The one object that is general
the working salaried section as thehalienges with these projections is that Indian
mainstream market. 40% of primary wage organized retail marketplace will be very

: ) ) lobal retailing i ing challen i o
earners in the top 2-3 social classes ip dGIn?jti)Ziser:g"eI:(?:;S tf%(;’:nﬁ] giaafseegﬁisbfge in the coming five years. The future
towns with a population of 1 million or &> 78 5 10 retgil "y cgm bcofthe organized retail sector will depend
more are SEHiIEENEE prOfes'Sional":élassifie?i broadly into two cate orie§ g
and businessmen. This has driveri1e ot an{I L InJflemalregulatmns and_poI|C|es and real estate
growth in using up of productivity '+’ e o prices. Gen_eratlon ofemployment and
iy - .~ challenges are like; prevention ofdisposable income of the Indians are to
commodities, particularly mobile shortages, shop lifting, keeping pacee i d. Public privat ; hi
phones and two and four-wheelers; . ges, P 9 ping p D g ©C.[c parinersiip
. N : with the technology, streamlining of is needed to utilize the prime locations.
Finally, credit friendliness, and easy, . . y .
Ry y logistic and supply chain, and traininginfrastructure development (both
availability of finance have changed . S :
mindsets of ThaRETGE and neWof personnel, management of thephysical and social, including transport,
enerationto i é)r/‘s 9 profitability of the store etc. External cold storage etc.) is to be given utmost
9 ] challenges are like; vastness of theriority. Dependence on metros is to be
.G|0ba'| change V\('_th favourable market, required laws relating to thisreduced and smaller cities and towns
political climate: Retailing industry has trade, infrastructure, rising aspirationgare to be targeted for the expansion of
flourished globally and India is no of the consumer, etc. Governmenthis sector. Keeping in mind the
exception. Though India is at the crucialestrictions on FDI have not yet fully vastness of area and heterogeneity of
juncture affected by some global issuesemoved. There is lack of a uniform taxindian population, appropriate customer
like financial meltdown, inflation, food structure throughout the countryfetention programme is to be chalked
scarcity etc. ,one more cause for ovethough application of VAT is no doubt Out- There is a need of competent work
enthusiasm in retail sector is the idea major step in aiding the growth of this©rce accompanied by new technology.
that India would ultimately initiate sector. Infrastructure development iRReferences
retailing to FDI. The most important another major challenge to sustain thé. Ermst& Young, “The Great Indian Retail
international players of retailing havegrowth of retailing. Unorganized sector ~ Story”, A Report On Indian Retail
shown their interest in India. Hence;is still a dominant factor because of the Se;ftor' 200§|:p.9 A )
government is scheduling to easénherent advantages it possesses: IndiapiReraOn The Fast Tracksey

oK ) . Bridging The Capabilit aps,
restrictions. Some investors are makingFICCl and KPMG have conducted a Congun?er Markets? Fede);at?onp of

a bet on retail sector today insurvey to explore thieey challenges in Indian Chambers Of Commerce &
anticipation that once the overseashe Indian retail market and the results Industry, Kpmg, 2006.

investment will be given indication, are shown in the following table: 3. Prakash Chandra Dash, ‘Indian Retail
these will turn out to be the targets for ey challenges in the Indian retail rr?élsst{?/a{eggspggjg;tllsifhallenges,
take_over. At presgnt, the restrlcthn on market 4. Emst & Young, Op.cit, P.10-12.

FDIin r?tall by Indian government ISIN (Respondents could choose more 5. |nsights into The Food, Beverage and
place, it appears to allow the Indian than one options) Consumer Products Industry — GMA

retailers to ‘grown-up’ with no fear of (Grocery Manufacturers’ Association)

iy ! ; Large geographic area 59 ] 4
competition. Looking at the estimated Infrgstrguctgrepconstraints 59 Overview Of Industry Economic
size of industrv by 2010. thev have to pie=es Impact, Financial Performance and

SIY D Distribution costs 46 Trends, 2007, P.7-9, @ www.pwc.com/
make the right decisions on location, | Fragmented market 44 e
plan, products offerings, advertising | Lack of national 42 6. P. Ryan, “India’s Growing Consumer
method and other fundamental issues. distribution networks Product and Retail Market”, 2007 in
This is the government’s plan for Indian |_Lack of distribution hubs 32 India Retail Report 2005: An Images-

ksa Technopak Study Released At The
KSA Retail Summit 2005.
7. “Indian Organized Retail Industry

retail sector for coming yedfs The Source: KPMG International Consumer
Indian Government is also likely to Markets in India Survey, 2005

spend USD 150 billion over the next fewSuggestions (2005-2007)" Published By Rncos,
years to develop world class There is no doubt that Indian 2007, P.15.
infrastructure, thereby aiding expansiororganized retailing has gained a Contd. on Page 525
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1 il ies of scale and th
Unorganized Retalling- AL —
g . Organized retail which now constitutes

— 14 t of total retail tor i

Competition to Co-existencesy: e oo eaiscor e

Many researchers suggest that the market and the competitive dynamics thrééfér(? perpent UM and quadruple
pc,hare in total retail trade to 16 per

the survival of small kirana shops. This research investigates the relationd
between market orientation and performance in unorganized retailers thro&&ﬂt by 2011-12.

an empirical analysis of survey data. Findings indicate that market orientation Organized retail plays the entire
and performance are positively related and, moreover that, the customer stragégge from three strong pillars:

focus of small retailers is the key determinant of success compared with ¢
components of market orientation and environmental influences. Unorgani
retailers cannot compete with big retailers on head - to - head basis. They 1
either target different markets or offer something different to customers. S
major retailers aim at the mass — consumption middle class, small retailers
successfully target lower income group.

Keval Sheth, Rohit Divekar

Prof. R Srinivasan
Dr. R.K. Srivastava
INTRODUCTION: variables through their Global Retail

T he retail sector is the secondd€velopment Index (GRDI). For the  Price advantage Price is a major

largest source of employmentthree years (2005, 2006, and 2007) IndifCtor in purchase decisions. Given a

and the jOb market is hugelyhas been ranked as number 0n@hO|C€, In(}“an consumers W|” gO the
receptive to retailing expertise in India.indicating that the country is the IR lie= some discougl
India has 12 million retail outlets. It is attractive market for global retailers tolnstead of buying the same stuff from
estimated to create 50,000 jobs a year #nter. The high economic growth BN IE RSB 00 SIOTeNhARSE S
the next five years. The retail market irfhe 1ast few years raising disposabld/RP. Organized retail players source in
India is estimated at Rs. 588, 000 crordncomes - rapidly, - favourable bulk hence they get the best price
Of this the unorganized market is wortfdemographics placing incomes orpvailable. As a result of this, they offer
Rs.583, 000 crore and the organizedOunger population with less jiccounts on MRP and luregeg
market is RS.5, 000 crore. Over 8% ijependency’ and urbanization are Sonﬂ@“:e consclous customer to Its stores.

India’s population is engaged inOf the major factors fuelling the Indian They source directly from consumer
retailing retail market. goods companies, and get better margin

_ ) _ _ . as no intermediary in the chain. All
The growth of the retail trade in India  ©rganized Retail: The term these result in organized players

is associated with the growth in theOrganized Retail means to have a form : ; "
Indian economy. organization to coordinate and carry oucggg:ﬂizgher discounts on Sl

activities. The organized retail formats
A.T. Kearney, annually ranks emergin qz;rgi?ﬁner_ally own(_ad by corporate. They I\/!erchand@e: Organized players

. y include: Hyper market, provide a variety that a small store
market economies based on more thag i .
25 macroeconomic and retail-specif upermarket, Convenience Storecannot provide. Small stores play the

CExclus,ive Outlet, Departmental Storesretail games with a fairly low workin
p g y g

‘Retail Management Students of K.Jand Cash-n-Carry. Organized Retaitapital and hence are extremely selective
Somaiya Institute of Management Studiegputlet is a place where the producin what they stock. Organized players,
& Research, Mumbai. attributes in terms of quality, weight /due to their store size and investment
lfﬁagOOFLEiiga:tn”;‘;:zge;?"MMain;ggeenTs::quantity, price, service of the providerscapability, are able to keep a variety of
Studies & ResearciiiNEEE is hor_noge_neous and there is lesbrands, thereby offering a wider choice
“Emeritus Professor, K.J Somaiya Institutdlissatisfaction amongst the custometo consumer.

of Management Studies & Research©f having cheated orlooted. Organized  pearth of Time: Due to hectic lives
Mumbai. retailers have the advantages ofng changing life style, today’s

The international consulting firm,
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consumer has little of time. Thewhich together make up the so-calledhe unorganized retail is the credit
customer simply doesn’t have as muchunorganized retail” or traditional retail. offerings to their customers. This
time as before to do shopping. And thisJnorganized Retail constitutes of abouproves to be an ‘add on’ service to offer
constrain of time is an element thai96 per cent of the total retail in Indiato the regular customers thus giving an
organized retail finds to exploit. A with an expected growth of advantage overthe big or the organized
consumer, hard pressed for time, ofte@pproximately 10 per cent per annum. [fetailers. The big retailers having high
finds it much more convenient to shopcomprises of 15 million tiny outlets investments & overheads are unable to
for all her needs under a single fOOEatering to customer needs across tH&plicate them.
rather than hop from shop to shop.  country employing the second largest CRM: “Customer Relation Manage-
Research Methodology: The number of people after Agriculture.  ment does not require any software or
qualitative field research sought to  Hawkers - Lari-Galla Vendors: The hardware—All it requires is Heartware.”
explore the nature of obstacles withinself-organized sector is characterized by Nis is the statement that kirana store
the Mom-and-Pop retailers and thehe Lari-Galla vendors (also known afWner knows very well and practices it
implications of the organized retailersmopile retailers”) seen in almost everyi” all his transactions. He gives best of
Data is collected from a 100 independenidian lane and is, therefore, difficult toS€rvices ranging from credit facility to
retailers (Kirana shops) in suburbs ofrack, measure or analyse. But they dg€€ home delivery. The kirana store
Mumbai. Multivariate statistical know their business — these lowest cog@wner knows the in and out of his
methods were used to analyze theetajlers can be found everywhere fronfustomer needs.

variables. Based on the researchyjjage by-lines to where big malls are  Flexible unitization: Since the kirana
findings, strategies were framed to thejtyated, 'As far ‘as location isshops mainly caters the lower & middle
unorganized retailers to survive theconcerned,, these retailers havéncome groups, he has to sell his
competition from the organized retailerssycceeded undoubtedly. They haveroduct in less quantity owing to the
Findings: Out of 100 local kirana neither village nor city-wide ambitions limitations of the money his customer
stores surveyed, we found,; nor plans — their aim is simply a longcan spend .The term ‘less quantity’ can
a) 72% of the kirana store owners feltvalk down the end of the next lane. Thide as less as 100 grams. This is not
that their business was affected. Mmode ‘of “moplle retailers” is neither possible for the big retaller.s as 'Fhell’
; calable nor viable over the longer termproducts are pre-packed in a fixed
b) Theﬁ/kr'eportetd a grop 3 sales; loﬁut is-certainly replicable all over India. quantity.
jg&)_ Tana SRR e 0ol retailing of fresh foods in‘India  poor Delivery: Another advantage
occurs in Mandis and roadside hawkejyhich an unorganized retailer offers is

parks. These are highly organized ifne poor Deliver to all his customers &
their own way. If we put all these hs provides great deal of convenience.
hawkers together they almost measur¢ne service is offered even for the
upto a large supermarket. Thesgmgjlest of quantity purchased. It also
hawkers have a high degree ofg|ps the customer with immediate

merchandise and have a system thaj,,,\y of the products that are ordered

PR T T works. over phone. Now-a-days, to compete

Kirana/Provision stores/Momand with the unorganized retail, even

Unorganizsed RetailUnorganized Pop stores Retailers like kirana (mom- organized retailers like have started
Retail is to have an informal and-pop stores), grocers and provisiogiving Door Delivery. However, there is
organization to coordinate and carry oustores are characterized by the morg limitation because they provide home
activities. Usually the ownership liessystematic buying — from the mandis odelivery only if the purchase is over and
with an individual. Unorganized Retailerthe farmers and selling — from fixedabove certain amount decided by the
does not have proper billing system ostructure. A euphemism for sale donerganized retailer.
good layout of the store. Indian retail isthrough tiny family owned shops .In- . ipje timing: The unorganized
dominated by a large number of smallanguage of marketing gurus thesgqj siore have flexible timings, which
retailers consisting of the lockirana ~kirana shops cater to the needs of oW, e seen in the pattern the stores

shops, owner-manned general store¥alue. high frequency shops. operates generally across with the
chemists, footwear shops, apparefompetitive Advantages of Kirana shops opening early in the morning and
shops,paan and beedshops, hand- Stores: operates till late evening. Moreover

cart hawkers, pavement vendors, etc. Credit sales: The biggest USP of many small store owners hatreéche
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dukaan upar makkan:e. they live in the exact price of the rice, and whiclcannot afford to store slow moving
the same building in which they haverice is better. products.

their shop they can be approached even | 5ck of Hygiene: Its’ a major Generation Next; looking for new
at odd hours for eg. The local shop$) gplem with the un-organized retailersavenues According to the survey we
can be of agreat help during the time ofs found during the research. sinceoticed that majority of the kirana shop
EMEGENEY most of the Kirana stores operate at awners do not want their son to be in
Limitations of Kirana Shops: very low capital & may not practice thethe same business. The reason behind
The research has thrown light orhigh standard of hygiene. Majority ofthis is not that these kirana shops do
few of the limitations of the kirana the kirana shops are located in the heaniot have a good future, but they want
stores. of alocality or on the busy streets. Sincéheir children to do a white collared job
they deal with commodities which arethat offer a better pay & regular flow of
pot packed, chances of them gettinghcome, this is partially due to the
Rolluted is relatively high. higher education being received by
their children.

Price: Pricing is an important
element in the purchase decision of
customers. organized retailer’s have th

bargaining power with the FMCG  Space constraints:During the _ . .
Companies as they a|WayS buy in bu||(esearch we found that the average Strategles for Unorganlzed Retail:

and able to transfer the benefits to thépace for most Kirana store isThe strategies that should be used by
customers. Where as kirana shopapproximately between 300 sq ft to 40dhe unorganized retailers are broadly
found lack in offering more discountssd ft. Of this nearly 25% of the area idivided into two categories.

and offers to the customers. used as godown. This shows the spa@ In store/ Operational Strategies
constrains the kirana shops face and B) Functional strategies

Another problem we noticed during. b o e o B h
the survey , kirana shop keepers deal2Fwai=C ORI CUSEIGS Nave |4 o very important that these

commodities like wheat, ricdaalsetc wrned fo organized retailers; strategies should be in proper synergy
which are often not branded products. Less Variety offered:As mentioned and should be well synchronized to get
Retailers in the same area offer differen@bove since most of the kirana storethe best results.

pricing for the same products. Foroperate in a very limited space thy siore/Operational Strategies:
instanceshruti kolunrice in one kirana Vvariety offered by them is not Pricing & Standardization: We
store is for Rs. 28 and the very nexfomparable to the organized retailer. Thg, . 00 that the kirana store owners
kirana store charges Rs. 30 for the sanf¢00ds offered by the Kirana storesy,, 4 v to maintain uniform prices
rice. This leads to confusion in thegenera”yinCIUde prOdUCtS that are hlg%nd refrain from Charging above the
minds of the customers as to what i#" demand in the market. Since they\;rp  Also, looking at the immense

UNORGANIZED RETAILERSV/s ORGANISED RETAILERS

Sr.No| Characteristics Unorganized Retailers Organized Retailers

1. Span of Control There is a Direct control of strategy, gn@here is centralized or coordinat¢d
centralized decision-making purchasing & decision making.

2. Flexibility in operations | Has flexibility in location & strategy Limited flexibility as well established

norms have to be followed

& Economies of Scale Lacks the economies of scale. Efficiency of using warehousing'é
facilities, large volume purchases, also
centralized decision-making.

4. Competition faced. High because of factors such as eas¢ dfower than unorganized retailefs
entry. because investment costs are high
Individual outlets face competition from
Low capital requirements. players offering similar assortment ¢f

goods/services.
5. Some important Searching for the successors. In addition to maintaining consistemt
concerns. retail marketing strategies in 4l

branches, adapting to local needs of the
target market
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Strategies for Unorganized Retailers uncomfortable with on line transactions,
plus they are always looking for
convenience, a model where they are
_ not directly interacting with technology
and are paying cash over the counter
works beautifully. One primary
difference of these small retailers who
uses S-Commerce is that they don't
KIR AN A have to turn away customers since the
STOREE shop become’s one stop shop. Also this
looks a like the way the small kirana/
Mom & Pop stores can hold their
ground in front of the big retailers.

_ The company which has recently

competition from the organized retailersmerchandising for the optimum displayformed on these lines is .the Suvid_haa
“value pricing” i.e. Selling prices on the of the variety of products. Infoserve Pvt. Ltd. Based in Mumbai &
perceived value to the customer & not /4 1,e Added Services:Value- O*9en based out of Delhi.

at the MRP can be an important tool t, e 4 Services enables. to adopfunctional Strategy:

attract CUSIGEE postponement strategies - and mass Co-Branding: Co-branding in-
A key success factor to all kiranacystomize products at the time ofvolves combining two brands to create
store owners or the unorganized retaistriution and fulfilment to-ensure a single product or offering. It em-
is standardization. The standardizatioRystomer requests are fulfilled correctiyoraces a collaborative venture to fur-
we mean unlform|tyW|.th respect to theg; the lowest total supply chain costther the interests of two or more
packaging and quantity of the goodsthjs can equip the kirana stores with ®drganisations in a planned, strategic
Rold, greater ability to accommodateformat. Retail co-branding is dominated
Store Design:The Kirana store changing customer tastes and produgly pusinesses that provide conve-
owner should place merchandise suckequirements. Also the supply chaimience benefits to consumers, for ex-
as accessories or smaller items ofvins with fewer excess products, partsample fast food franchises teaming up
interest near the counter to entice youand components. S-Commerce: Syjith service stations (fuel retail) and
customer to make impulse purchaseLommerce = stands for Ser"icegrocery e
Ensure that general housekeepin@ommerce, which is to provide single M s
standards are, maintained and megindow service to the consumers, . —arel Formation: “Group of firms

regularly. Empty or dusty displays doThese services can include telecom/'® atémpt to control price or supply

not convey the message to theravel, insurance and banking and otheqfacomqulty’:chrough murtlial SRy
customers. Create points of interest insectors. The company can aggregal%n production.
store for example feature walls andand commoditise services, such as tours The Kirana shop owners can actu-
displays to promote new product linesand travel, entertainment, utilities,ally come together to form cartels in lo-
Layout: A typical Mom & Pop store payment collection and financial cal vicinity. Such cartels could be then
or a kirana store lacks a good layouservices, and offer them on a singleused to have a better bargaining power
and uses “Dead Block Layout”. Theplatform to the consumer. The targewith the APMC'’s .Thus ensuring the
need of the hour for these small retailergudience for the rollout would be thosegood quality of goods at better price.
is to improve the layout of their storenot possessing an e-payment modéhe cartels can be used by the kirana
because in today’s world the customersomputer illiterates and the ‘not sostores to have a better bargain & en-
are becoming extremely consciougnternet savvy’. S-Commerce is a nevsure better deal for its members from
regarding the ambiance of the storemodel based on aggregation of regulathe government thus ensuring better
More over if the store will have a properservices virtually at one point, & quite conditions for the Kirana shopkeeper.
layout; the space utilisation can be tdngenious. Such kind of cartels could also act as
its maximum helping the retailer to It is an ideal way for a ‘Mom and platform wherein ideas could be ex-
entertain more and more number oPop’ store to differentiate itself at thechanged & micro-financing activities
customers. The Kirana store ownegtime when organized retail is getting allcould be arranged thus providing finan-
should also concentrate on better visuahe attention. Since Indians arecial support to the kirana shop owners.
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Co-optition: Co-optition means a Increasing rate unorganized retail-

Conclusion: The country’s tradi-

combination of co-operation and com-ers are getting educated on the ways tional kirana (mom n pop) or the Unor-
petition. The Kirana store owners couldmprove their supply chain & inventory ganized retail stores have been able to
join hands with the leading retailer in B-management, better use of technologgdjust to the emergence of organised
2-B (Cash —and-Format) thus allowingthere by increasing the efficiency. Theretail in the country. Few small stores
to procure the goods at lower cost byinorganized retailer are also trying taare affected by the growth organized
being a member of that store. This woulgoin hands either amongst themselvegetail to some extent. Customers are not

help them in procuring goods with com-or tying with the big retailers.

averse to the existence of big retail since

petitive advantage. In recent scenario  The retail industry has witnessedthey derive value from both the
Metro can be one of the supplier ofsome of the few big retailers haveorganised retail and mom-n-pop stores.

these kirana stores.

Co-existance:As seen from the many retail stores in one city at one tim
above the impact of organized retaikhereby establishing their business”
over the unorganized retail it seems difquickly & take over the markets. FICCI
ficult for the smallkirana shops and on observation advised the Indian re?
vendors to survive. But fortunately thattajler to come with an “India model” of
is not true. The unorganized retailersetailing which would be protect of the
can definitely co-exist with the orga-unorganized retailers or the ‘Kirana
nized retail sector of the country. stores’ who bit venerable, to be inte?

India has a huge potential forgrated in the retail expansion of the
growth& picking up with quiet reason- country.
able pace. The organized and unorga- - Research Limitations: Oneof the
nized retail sectors would go fromjimitations of this study is that it does
strength to strength together. not integrate the uncontrollable extra-

Many studies & example set glo-neous such as situational conditions
bally have indicated that the both orgawhich influence purchase decisions,
nized & unorganized retail can co-existand _general economic conditions in-
thereby indicating. A decline in shortcluding cost of living, inflation interest g
run is a normal phenomenon wheneverrate and purchase behaviour. Data is
competition enters as any existing busieollected from the suburbs of Mumbai;
ness requires time to upgrade its infrait may not represent the entire commu-
structure, services & set —up. nity of unorganized retailers.

adopted a unique approach of openingeferences:

ICRIER -report on Impact of Organized
Retailing on Unorganised sector
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1 . . RPGG d Westside (Tata G
Boom In Retail Sector: i G rpdy. e rewi
s . segments are mai_nl_y i_n the apparel and
The Indian Scenario b

& Spencer are the only major

Prof. Asit GOpe* international retail chains in India

Dr. Arindam Ghosh** having a marginal presence through
) ) either franchisee or wholesale formats.

Introduction: interface between the manufacturer angthe retail industry is divided into

dynamic combination of very government and other bulk customersgganized retailing refers to trading

highly informed and high A retailer is one who stocks thesctiyities undertaken by licensed
demanding consumers of the worldProducer’s goods and isinvolved inth§ g tajlers, that is, those who are
Rapid growth in population has led toCt Of selling it to the individual yegistered for sales tax, income tax, etc.
the rapid increase in the consumer’§0nsumer, atamargin of profit. As suchyhese include the corporate-backed
level across the country and hence thgetailing is the last link that connectspypermarkets and retail chains, and also
increase in the retail sectors waghe individual consumer with the{he privately owned large retail
inevitable. To do business in ourmanufacturing and distribution chain.pysinesses. Unorganized retailing, on
economy retail sectors need to be mortdia, one of the largest consumeghe other hand, refers to the traditional
adaptive towards the changing demangarkets in the world, draws attentiontormats of low-cost retailing, for
or preferences of the consumers, whicfiomforeign retailers and suppliers whoexample, the locadiranashops, owner
involves the sectors to transform theVishto establishatoehold inthe seconehanned general storepaan/beedi
challenges to opportunities. The retaiMost populated country in the world.shops, convenience stores, hand cart
industry in India is of late, often beingndia’s domestic retailers are in aand pavement vendors, etc. If we look
hailed as one of the sunrise sectors ifpfMidable competition with the foreign at the socio economic and demographic
the economy. AT Kearney, the well-rétailers entering the market. Thepicture of India, which lure foreign
known international managementco'{ntry_ls moving to its own retail model,investors to make investments, it can
consultancy, recently identified India asVhich is a mixture of Indo-Westernpe discovered that India is the"12
the ‘second most attractive retajlfusion of conventional merchandisinglargest economy of the world, third
destination’ globally from among thirty and_ consumer service with _thelargestGDP at 4.16 trillion USD, second
emergent markets. It has made India thgPPlication of modern technologies largest labor force and accompanying
cause of a good deal of excitement antfidia is & nation of shopkeepers. Withwith the literacy rate at 64.8%. However,
the cynosure of many foreign eyes©ver 12 million retail outlets, India hasthe current retail landscape in India has
With a contribution of 39% to the @N€ of the highest densities of retaithe following to display:

national GDP and employing 8% of thePutlets in the world with one retail outlet g anized Retail Market in India:

total workforce (only agriculture for 90 persons. No wonder India is the According to the Report of
employs more) in the country, the retailn'_mh largest ret:_:ul market inithe V.V(.)rldlnvestment Commission of India (2004),
industry is definitely one of the pillars "ith annual retail sales of $215 Bl”'.ongw retail sector has been recognized as
of the Indian economy. Retailing is the!" 2005_' Howe el Or9aniz€e e of the highly potential sector that
interface between the producer and tifade in India is curiElEIEN an help building our nation. According

individual consumer buying for personaIeStimated atjust Rs. 35,000 Cr. in 200 o the Investment Commission, the

consumption. This excludes flifecitRs- 28,000 in 2004 liiSISEEENE fof)verall retail market is expected to grow

6% of the total retail trade in the country, :
- : ) three-fold in next ten years from USD
Research iSCHEISNEESEESEIINOITTe Indian Scenarig: 206 billion from today to USD 660 billion

ggg;na?réﬁilg;é\-/ersuty R ecturer The Indian Retail sector is highly by 2015.India.is expectgd to be among
**Reader and Head, Department offragmented mostly run by the owner likethe top 5 retail mgrkets in thg world by
Commerce, Panihati College Life Member, MOm and Pop’ outletsThere are over 2015. The organized to retail sector is
Indian Economic Association & Bengal 12 million retail outlets with an averageexpected to grow rapidly to reach at
Economic Association. Visiting Lecturer : outlet size of 500 sg.ft. There are a feJSD 100 billion by 2015. The organized
Bengal College of Management & Mediamedium sized Indian retail chains likeretail trade in India shows the following

Infotech, Sikkim Manipal University. Pantaloon, Shoppers’ Stop, Foodworlgicture:

Q t present India is facing the mostinstitutional buyers such as th"3‘organized and unorganized sectors.
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Table: 1 we compare the share of retailing in
The Retail Sector in India employment across different countries
Number of persons employed 21 Million we discover this phenomenon.
Estimated the number of new jobs in next two years 02 Million Table: 4 Share of retailing in
Typical space occupied by Mom & Pop Store 100-500 Sq.ft. employment across different countries:
Space occupied by modern Retail 35 Million Sq.ft. 5
Opening of Malls in 2007 114 Country Employment (%)
New Malls under construction 361 indi 3
Space occupied by Malls in the pipeline 117 Million Sq.f. nees
New investment by 2011 USD 30 billion USA 16
e - Poland 12
Source: indiaretailbiz.com and india-reports.com :
i . ; . Brazil 15
Table: 2 Organized Retail Market in India: China b7

Year 5 3
2004 % in total 2015(expected) | % in total Sour_ce.Preseptanon to FI_CCI by Alan
Rs. Crore organized | Rs. Crore organized Rosling (Chairman, Jardine Matheson
retail retail Group): “International Experience on Policy
Food, Grocery & General 2950 10 102546 42 Issues.”
Merchandise i . . - i
Clothes, Texfile & Fashion Acc 10900 39 40605 16 Organized trade in India is highly
Durables & Mobiles 3340 12 28891 12 under-developed as compared with
Food Service 2000 7 24351 10 her emeraina mark in Asia. Latin
Home Improvement 2500 8 16346 7 Ol ? TG el g Sl
Jewellery & Watches 1960 7 8770 3 America and Eastern Europe and
Footwear 2500 9 6508 3 developed markets like the US. Between
Books, Music, Toys & Gifts 800 3 3622 1 : :
Othere =0 E o % i = 1996 apd 2903, the organized retail
Total 28,000 100 2,46,431 100 market in China more than doubled. We
Source: TSMG Analysis estimate the_ Indlan retal! market tlodally
) . N . ) at the same inflection point as China in
Table: 3 Top Players in Retailiin India (2004): the mid- 1990s. Considering similar per
Players Revenues(in $ million)'| Space Sq.ft. Format capita GDP and economic growth, the
2003-2004 December 2004 . . .
Pantaloon Retal 150 1,000,000 F&G, Specialty Indian organized retail market has
RPG Retail 135 5,90,000 F&G, Specialty exponential growth potential over the
Shoppers’ Stop 100 7,40,000 Specialty Retail next decade. Growing consumerism
Lifestyle International | 53 3,25,000 Specialty Retail would be a key driver for organized retail
Vivek’s Ltd. 46 1,50,000 Consumer Durables . . Id e
Trent (Tata) 38 2,70,000 F&G, Specialty B C CraLdemOograpniCrencity

Source: Investment Commission of India.

According to the TATA Strategic analyzed from two attributes i.e.percentage

favorable for the growth of organized
trade. The following table shows the
of organized and

Management Group “the organizedContribution towards employmentynorganized retail trade in different
retail market is expected to grow muctgeneration and Contribution to GDP. Acountries:

faster ata CAGR of 21.8% (at constansimple glance at the employment
prices) to Rs. 246,000 Cr by 2015 therebyiumbers is enough to show th
constituting 15% of the overall retail phenomenon of the relative sizes of tt
sales. Based on our projections, the tofvo forms of trade in India. Organizec
5 organized retail categories by 201%ade employs roughly 5 lakh people

would be food, grocery & generalyhereas the unorganized retail tra
merchandise, apparel, durables, foodm,

service and home improvement”.;,
the

Commission of India, the top players iny 45 almost 175 lakhs. It should wort
the retail trade are as follows:

Contribution of Retail Trade to our

According to

Economy:

Investment

Table: 5

eCountry % of Organized | % of Unorganized
Retail Trade Retail Trade
Ghdia 6 94

j China
Vietnam
,South Africa

80
78
68
25

Brazil
©

SA 85 15

ploys nearly 3.95 crores. Accordingg, ce: Eju, AT Kearney Analysis and with

a Government of India study theg,ihors calculation.

number of workers inretail trade in 1998  Giyen the attractiveness of the

: o i Nindian market for retail, it is no wonder
noting that even within the organizedihat the retail sector accounts for 39%
sector, the number of individually- of India’s total GDP, which is quite a

owned retail outlets far outnumber thesignificant portion if we compare that
Contribution of retail trade may be corporate-backed institutions. Whenwith other developed and developing
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countries. However, the proportion of

Fig: 1

retailing which is in organized sector is

still a very small proportion, with Retail % Contribution to GDP (2005)
penetration at 6%.
The Potential Area of Improvements: 60 Vietnam

Retail sectors require a good
. . . 50 mUSA
financial support. Because at the initial India .
stage of the establishment of retail mBrazil
outlets, the owners have to bear losse OSouth Africa
and therefore to remain in the markef] ' China OJVietnam
they must ensure the positive financial 2 mChina
support from the available source. Now _
the recent cut in the lending rates is 3 | |@ndia
good opportunity for new entrants to
do businesses in retailing. However, 32 22 17, 55 39

retailing does not boost GDP by itself.
Itis merely an intermediate value adding
process. Therefore, unless goods ar

Source:EIU, AT Kearney Analysis

Table: 6

manufactured there can never be an
opportunity in developing in

Improvements

Effects

contribution retail to GDP. As per the

Rapid growth in income

Consumers have greater ability to spend

report of Investment Commission of

Increase in Urbanization

Larger urban population which values convenience coupled
with higher propensity of the urban consumer to spend

India the following can be referred in
favour of retailing in India:

Increase in young generation

Growth of post liberalization maturing population with thie
willingness to spend

& The high growth projected in

Tendency to spend now Vv/s save earl

ig€€onsumers willing to borrow for current
consumption

domestic retail demand will be fuelled

L 2R 4

the line of the above analysis:
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by: Concl_usion: ries by 2015. The revenue of the largest
the migration of population to higher Growing acceptance among consumer$ndian retailer Pantaloon was only Rs
income segments with increasingcréasing price competition fand nee(108_5 Crin 2005. Traditional outlook of
per capita incomes or differentiation among retailers andindian economy is under a radical
an increase in urbanization lastly the ability to offer higher margins change. All sectors both public and pri-
changing consumer attitudesare the key factors contributing to thevate are receiving much attention from
especially the increasing use ofrowth of private labels. Private labelsaround the globe. No wonder large do-
credit cards enable the retailer an ability to offer amestic business houses and interna-
the growth of the population in thesignificant price advantage in the formtional retailers have expressed keen in-
20 to 49 years age band some discounts to consumers since therest to enter the retail sector in India.
There is retail opportunity in mostprivate label prices is 16-32% lower asHowever, to capitalize the opportunity,
product categories and for all typesompared to manufacturer brands. Tha player needs to be aggressive in its
of formats Indian retailers are of no excluded fromoutlook and build scale quickly.

Food and Grocery. the implication of global trend. Today Reference:

Home Improvement and Consumeindian consumers are highly value conl. wWww.Indiaretailbiz.com

Durables: Over 20% p.a. CAGRscious. In most cases the consumers WWw.India-reports.com

estimated inthe next 10 years.  wish to spend money, but remains cost A‘Ir'QIT,SAiSStrateglc ManademEnEEEiEs
Apparel and Eating Out: 13% p.aconscious, evaluating every rupee Www)./rai:net.in

CAGR projected over 10years  spent.“Survival of the fittest’is the 5. Economist Intelligence Unit (EIU), AT
Opportunities for investment in concept in the new regime of competi-  Kearney Analysis.

supply chain infrastructure: Coldtjye environment today. To remain com-6. www.indiaretailbiz.com.

chain and logistics _ petitive in the market the retailers musf- WWw.india-reports.com .

India also has significant potentialgfter price advantage to attract customg: Investment Commission of India.

i . . . 9. ACllreport on “Retail in India: Gettin
to emerge as a sourcing base for &5 |n conclusion, the retail market is organizeF:j to drive growth’”. g
wide variety of g00ds for ihe pext growth frontier for corporate 1o, FDI in Indias Retail Sector More Bad

international retail companies India. It offers an opportunity for alarge  than Good? By Mohan Guruswamy
The following table can be drawn inplayer to build highly customized retail ~ Kamal Sharma, Jeevan Prakash Mohanty,

businesses consist of multiple catego- ThomasJ. Korah.0
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' - 1N see a house without Television.
Sklmmlng PrICIng Trend I will select 29 Inch Colour
Television for Comparison.

i n R etai I M ar ketl n g Computer Manufacturing Companies :

To move a product from seller to buyer is not an easy task. We have to utilize son%)W I am select computer Wh'Ch

strategy which may be old or new. Here | am discussed about pricing straf¥gys tremendous role in business,
particularly skimming pricing. This Skimming pricing strategy is used B§rsonal, communication and education
Computer Industries, Television Industries, Xerox services and Telephb@w-a-days. Manual work load was

services. In my opinion, Future expectation is also predicted as revolutiord@greased/ reduced by computers now.
stage and the outcomes of future also explained in this paper. Our India’s lard copy maintenance charges are
president Mr. Abdul Kalam, who is born in Tamil nadu, wrote a book nam&ldo reduced, as all are soft copy.

India 2020. This is my article on India 2020. Ana|ysis regarding computers is as
follows.
R Gopal* . |
] Telecom Services: Now | shall
Introduction: Television and computer for Manufac—prefer telecom services. which becomes

n this competitive world, to move a turing Industry and Tele communicationggsential in the life of human, bears this

product from seller to buyer is notand Xerox for service oriented U”its-skimming pricing policy, is explained

an easy task. We have to utilizé-uture expectation onthe aboveye|ow, For comparison call charges to
many strategies to win this competitiveProducts/ services is also discussefhe|nj per minute is considered. (From
world. Marketing strategies are so mucHere. Any place of Tamil nadu to New Delhi)
and there is no limit. The variousTelevision Manufacturing Companies Xerox Services: Now a days Xerox

strategies are product strategy, ‘Now television is available to all services will play a tremendous
customer strategy, competitor stratégy;se's reception hall. It is a onlyrevolution in our life. With in a town/
branding, pricing, advertising strategyqominated entertainment to' people ircity/ Metro city, we find too much of
distribution strategy etc. Out of theyejr jife. Once upon a time it is luxury Xerox shops. Adoption of skimming

various strategie.s, | am select, the, i now, it becomes essential. We canpricing is applied here also.
pricing strategy which plays substantial

role, individually in marketing of a [ Year | Residence having| Price | Technology Reactions

Af 29" color TV (Rs.)
produc't. Ol _Of pr.lcmg. Strate_gy.’ o 1987 | 0% NA ™ Many customers are expected
selecting thisSkimming Pricing 1991 | Below 1% 60,000 | 1 channel, as fovery poor sales, as this TV is npt
Approach which various companies are Private channel | available for sale at Indian market.

! i X Launched. Only very few customers are imported
followed to boost up their sales in the 1996 | About 5% 40,000| 50 channel, | Offer arises gradually in Indian markeét.
Competitive world in recent scenario. only few private | So Foreign TV companies entered |in

. ] channels India
Chances are too much to continue thiszoo1 | 20% 25,000 | 100 channel Sales picked up substantially
approach in future also. 2006 | 50% 15,000 | 200 channel -only 29 inch TV is moved with
. y minimum advertisement.
Skimming Pricing: Policy of higher |[2008 | 75% 13,000 | 300 channel Dish TV & DVD Free

prices is fixed; during early period of see: Technology is increased every year, but price is reduced.
product is existence, due to high

: f o Year Price(Rs) Technology Reactions
promotlonal e_xpendlturg On later pear 1987 60000 Low speed Black and white monitor Poor response
to cope up with competitors attack, the 1991 | 50000 Speed increased but monitor is black &white Sales begins

1996 40000 LAN/WAN attached with color monitor Sales increased
12001 30000 Modem , Internet ,colour Monitor and Floppy isSales developed tremendousl

prices can be gradually reduced. Earlig

stage of reducing sales is increased used. KB capacity

. . . . 2006 20000 CD used ,MB capacity Sales achieved move than
grf':u?iually /substar.ltlally.Thls sklmm.mg expectation. Lop toiie
pricing approach is adopted by various sold
. . . 2008 18000 Pen drive used  GB capacity Laptop sales is increased
industries. Out of those | will select Gomputers are avalSAE N

most of the houses

M.F.M., M.Phil., AICWA, Now, technology is increased every month but prices are reduced.
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Future Expectation:

year to cope up with competitor’s attack.
In my opinion, | am expecting future by
merging these two strategies and my
expectations are as follows:-

any cable. Being it is easy to carry4. Color Xerox can be available at Rs1/

From the above discussion, | came Students may watch UGC program - per page may be expected during
to know that the technology is improved ~ @nd sports at anywhere. Senior 2020.
every year but prices are reduced every Citizens are concentrate their TV These are my expectation by

serials anywhere. Others may watctinerging price reduction policy with

other programs. This facility is technology improvement strategy. This
accommodated at slate model TVREVOLUTION can be expected even in
which may be available at Rs10002020.  Our India’s Honorable Ex-

1. Laptop computer with micro type  (cheapest)inthe year 2020. president Mr. Abdul Kalam, who is born

built-in-printer with internet facility 3.
with other facility can be available

at Rs10000/- expected in the year the faces at the monitor of cellConclusion:
phone. Caller and receiver are Many strategies are available to

2020.

2. Television can be available at SLATE
model, just like transistor radio. All
the private and government channel
can be tuned at free of cost without expected at 2020.

Camera attached cell phone with thé Tamil nadu, wrote a book, named India
facility of caller and receiver can see2020. This is my article on India 2020.

satisfied due to face-to-face ta|king.pickup a market. Apart from the above
This facility can be available at cell discussed we use some new strategy
phone even in Rs 1000/- which isto protect our market .So that
competitors may get astonished.

BSNL increases its advertisement

Year Charges Instances

1987 Rs.90 Persons having telephone connections are very few. Only Call Booking facility is
available all-over India and STD facility is available at some places

1991 Rs.60 Due to Some;Technology Improvement, Connections are increased STD is
announced with computerized exchanges at whole India

1996 Rs.30 Due to liberalization policy, the connections are increased by BNSL. Cell phone is
introduced at highest level of call rates

2001 Rs.15 cell phone connection is increased. Net connection, caller ID facility and other
facilities are provided by BSNL. Private telecom services are introduced all over area

2006 Re.1 Camera attached cell phone, is alive with many facilities.

2008 Re.l1 As too much of private companies are issued SIM card, with various schemes jat cheap
rates, BSNL introduced additional free SIM card for each post paid SIM card | Now

Now, technology is increased but call- charges (price) are reduced.

Year Xerox Charges| Instances
(Black & White)

1987 Rs.2 We have to wait, at least one hour to get our copies

1991 Rs.1.50 Instant copiers are introduced , Reduction —Enlarge facility is available

1996 Re.0.60 Liquid Xerox bears poor Impression with kerosene smell and black shades.
But Powder Xerox have good impression without any smell and black shades
@Re.1

2001 Re.0.50 Good Impression without smell and black shades

2006 Re.0.40 Black and white copy is clear. Color Xerox will become Introduction stage
@ Rs.50 per copy

2008 Re.0.35 Many college students are prefer this type of Xerox
Now Color Xerox @ Rs.25 per copy
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R t . I . A N noticeable in the metros, it has affected
e a.l I n g y eW consumers in smaller towns as well.
Many retail organizations have

Lumlnary & Cyn Osure Of customer relationship management

(crm) programmers that help find out
about their customers’ purchase

B USI neSS: A Corporate patterns. This also enables them to

design a comprehensive benefit
O u tI O O k package for them. Retail organizations
like shoppers’ stop have used customer

loyalty programmers with success,

Avik Ranjan Roy* increasing their active base of
.- - i consumers and delivering innovative
Definition and scope of retailing customers through advertisements anganefit plans for them. They also focus

the french word ‘retailer’ the marketing mixis very significant. o loyal base of consumers.
meaning ‘to cut a piece off’ or Global overview of retailing Recent format developments

to break bulk’. In simple terms, it with total'sales of us$ 6.6 trillion,  New retail formats have beaun to
implies a first-hand transaction with theyetajling is the world’s largest private g ,nersede  conventional gones
customer retailing involves a directindystry, ahead of finance (US$ 5']1ndpe o ox muIti-brand.
interface with the customer and theyillion) and engineering (US$ 3.2 4o a?tment storegsJ have started sellin
coordination of business activities fromtri”ion). Some of the W0r|d's |argest fooecwear as a categor especiall Ing
end to end —right from the concept ocompanies are in this sector: OVer 50 qo5 and cities Malls}z;’re another)r/1ew
design stage of a product or offeringfortune 500 companies and around 23hopping format thatis growing rapidly
to its delivery and post-delivery serviceof the asian top 200 firms are retailersy, the metros Many upcoming footwear
to the customer. The industry haswal-mart, the world's second largesterajlers are 6btaining space inside the
contributed to the economic growth ofretaifer, has a turhover of JUS$|26Gy s as mall partners to take advantage
many countries and is undoubtedly ongjliion, almost one-third india’s GDP. 4t the ready footfalls available. For the

of the fastest GiiCUEEERIEREYIaMIC ) many as 10% of the world’s existing independent bobcat stores it is

industries in the world today. billionaires are retailers. The industryexpensive now to run campaigns and

Retailing and the marketing mix accounts for over 8% of GDP in westerpromotions to attain the required
Retailing forms an integral part of countries, and is one of the largesfootfalls and expected conversion.

the marketing mix and includes element§mp|0yer3- According to the u-s-Merchandise presentation and visual

like product, place, price, people,Departmentoflabor, more than 22 mi"ionmerchandising

presentation and promotion. Placeéimericans are employed in the retailing

relqtes_ .to e distribgtion .andindustry In oveliS rr?illic?n _retgil Stofes. show window displays in india with a

availability of products in various Key drivers of retailing in india style that was unique to the company.

locations. In the pre-liberalization supply-led It was professionally managed, with an
Customers are first introduced to themarket, the power rested clearly with theexclusive team handling the motif and
product at the retail store. Organizationsnanufacturers. In today’s demand-ledhe design. Every month the direction
sell their products and services througlmnarket, it's the consumer who calls theo decorate the show windows were
these retail outlets and get feedback oshots. Over the last decade, there hagven by a mailer prepared by special
the performance of their products andeen a significant evolution in the indiandecorators. Sales personnel in each
customers’ expectations about them. consumer, mainly due to thestore were trained to be window
Retail stores serve asliberalization of the consumer goodsdecorators too. Recently, these
communication hubs for customersindustry that was initiated in the mid-windows had to be done away with
Commonly known as the point of saleeighties and accelerated through thgecause the company thought that they
(pos)’ or the point of purchase (pop),Nineties, combined with a growingshould follow the contemporary practice
retail stores transmit information to theconsumerism driven by the media, nevof free-access retailing, where all
opportunities and increasing wealthmerchandise pairs are displayed in open
Research Scholar, Burdwan University ~ Although this change is mostshelves to enable customers to help

T he word ‘retail’ is derived from displays. Hence, the role of retailing in,, getting a larger share of sales from

Bobcat pioneered the concept of
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themselves. Remember, in india footweall he site selection format is furnished below as a specimen.

is always tried on a footstool and

Address of the property

bought after considerable service

Details of adjacent occupants- north, east, west, south

extended by the sales person

Can the site be used commercially?

" Name & address of the title holder

personally. Free-access retailing may

Is the site free of encumbrance?

work when there is adequate spacegare all relevant taxes paid and currently up to date?

inside a store to move around. The effe

tls the site free of any civil suit?

When was the building constructed?

of such ‘pigeon-hole’ free access is thal

Total number of floors

they give an impression that they are other prominent facilities nearby

Details of facilities space/parking space

bobcat’s R-Pair outlets. What can now

entice the customer into entermg a carpet space ratio / terms of contract (if JV or Lease)

Revenue details / rate per sq. ft. / details of built- up to

bobcat store?

Location Selection Form

Answer:- Area:
1) Store Planning Location:
2) Location Planning-Type of Nearby majorlandmark:
Locations Detailed description of the premises:

Store design and the retailing image mix
The space mix

Commercial /residential / high-street / mal /
complex /retail destination outlet (specify)

Total number of offices/buildings with a 50 to 100
n meters radius

For the retailer space is money. Th
store has to be planned in such a wa

Total.-number of offices/buildings within.a 100 to
y200 meters radius

that it optimizes the selling area an

Any‘general stores / koruna / supermarket etc.
within a one-km radius

minimizes the non-selling parts. The

selling area is used to present the

merchandise and the non-selling part i

Any-general store / koruna / supermarket ete. within

Fa 2-km radius

Details description of the building/location

account for by circulation space, aisles

'Total number of floors

staircases, lifts, facilities, the back aread

,Other prominent occupants

etc. The area in a typical departmen

tNumber of employees visiting companies / offices in
the catchments of 1 km

store is: selling area about 60%

Number of flats/residents in a catchments of 1 kn.

circulation area 15% and back area 25%. Customer Flow:

If the store has any extra area, it i$ During Weekdays:

given to concessionaires to complemer
the store offering mix and to de-risk

t Residents/People in Students
transit

Professionals

Other
Please

Specify

space. Examples are Planet M ir
Shoppers’ Stop, Planet Sports i
Pyramid and Ways in Lifestyle.

" Lean Period

Medium Period

Peak Period

During Weekends:

In a garment retail store, planning
the size of the customer segment i
intercepted and there wardrobe mix o
garments and accessories mapped. T
then determines the number of style
and the range width of the category,
Then a business plan is made based ¢
the integration with space.

The selling space is then configured Total estimated sales
in terms of size and location of goods per day in that area

Residents/People in Students
S transit

Professionals
Other Please

Specify

.Lean Period

I§1edium Period

sPeak Period

Total no. of footfalls
expected

DRotal no. of conversion
into purchase expected
in terms of % age

based on the mix of staple, convenienc

and impulse merchandise Staple Goodsustomer

are the core USP of the store. Thes

Average expected value

eof purchase per

ererms & Conditions
discussed

constitute about 55% of the stor

offering and are4 kept at the central andPrepared by: -
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deeper ends of the store. This enhancegrtain displays and merchandis€dGPR) on the space occupied by the
visibility, since the customer has to paspresentation before he move on. Tanerchandise.
through_the entire store to reach_ them.each his destination inside the store, parameters to Judge Space
The shirts and trousers section irthe customer tends to follow directionsperformance
department stores form the stapleo reach there, especially in a big-box
‘ . ! 3 How the space performs can be
merchandise. Similarly, grains and sugaformat. Seldom does he realize that i
r p e . . Judge by:
are the staples in a supermarket. subconsciously he is directed to ‘walk ;
Convenience goods are no-fus¢he entire store and thus exposing him - The sales output and the ensuing
basic merchandise that constitute abod @l that the store has to offer. This is"a'dINS
30% of the store and are bought irRchieved through a well thought-out - The inventory holding that leads
multiple units. These need to be ingnd laid-out retail floor design. to sales and the ensuing margins.

convenient locations in the store to Effective retail floor space In a nutshell the performance
ensure conversions. Undergarmentmanagement is critical to the successfylarameters are sales and margins and
and white basic cotton T-shirt in aoperation of a retail store, as more antheir direct relationship to the stock
department store are conveniencenore sales from the same space wouldolding on the retail floor.
merchandise. lead to increased margins for thes Sales per square foot, or top-line
Impulse purchase merchandiseOrganization. AccordingtoR. Siam,CEO  plan (sales): Here, space
which usually constitutes about 15%0f Crossword: “Space planning is  productivity is measured by sales
of the store and has the highest of salddtegral to the success of any retail store  yolumes and value achieved per
is given maximum exposure in order tgSince the biggest investmentinretailis  square foot per day.
tempt the customer into bUylng them!n Space"' P Margins per square foot or bottom-
Candies in a supermarket and socks and  Let us now look at the ground rules  |ine plan (gross margin returns on
hair accessories in a fashion store arfer effective floor space planning and  footage, or GMROF): Here, space
impulse purchase items and are kephanagement. At the same time, let us  productivity is determined by the
near the cash counters and entrancegét an insight into the customers’ average inventory holding per
exits. The customer picks them up aftephysical and emotional needs that square foot per day and how it
shopping for convenience and staplgontribute to store = design measures against the ideal level of
merchandise. The locations of Variou%onceptuaﬁzaﬁon and space p|anning_ stock h0|d|ng p|anned for a

goods are choSCUREIEIRERIGRensurg, i Layout: the Circulation Plant designed space in the store. Stock-
that. e customﬁr B Nd R T?The “Silent Guide”) turns in such designated space play
entire store, thus Increasing the gl a vital role in earning good revenue
ihili Once inside the store, the customer 99 .
possibility of a purchase. returns on the space occupied when

Talking abGHiETEE managemen?eeds to be guided silently to where

.S | . hel/she wants to go and also expose him/ :
and optimizationtiiEisERiREE: A3y 4 mife offering. This can be achieved This space performance measure-
Mehta, COO Of Times Reta” (Planet M)b planning the CirCUIation and thement can be done for any of the rungs

says: “Space management does not end P ! in the SKU hierarchy: a department/
with just optimization, but has a muchlocatIOn of the eSS, division, a category/class, a sub-

larger opportunity for merchandiseFloor Space Management category/sub-class, a brand and even
promotion and display which not only  One of the common problems infor any style or size options.

can profit for a retail organization butretail floor management in India is lack Says G.S.M. Ghana, former Senior

entert.am and.dellght B © - Of attention paid to A .pmdUCt'V'ty'\ﬁce—President (Retain) at Bata India Ltd:

The sight of a good retail store withSPace productivity does not figure iny 5,6 of merchandise and margins
attractive windows and an enticingtN® KeY Result Areas of either the Storey .o, qown to the space occupied by
entrance induce the customer intd2Perations or Buying and Merchan o o groups of merchandise in the
entering. The customer enters the stordiSiNg departments. But ideally bothgiqre This will help retailers develop a
and often keeps walking insideShould pay attention to this area. Storg)eprint for profitable deployment of
following the walkway wherever it leads, OPerations, since it is responsible foggpecially in chain store operations. In
or sometimes takes a while to look foféorders and replenishment, and Buyingqgition, not only should merchandise
directions within the store. Sometimes2nd Merchandising because it igategories be placed in the right

the customer’s attention is drawn to@ccountable fro the Gross Profit Returijpcations that will maximize profitability

they are optimized.
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but such placement should help attain
uniformity for comfortable shopping by
customers.”

Space Audit: Non-treaded and Black
Holes

Any successful retail store audits”
its space productivity from time to time.
This audit looks at the various retail
functions and activities for which space
is employed and analyses returns in
order to optimize them. It compares the
performance of each function or activity
with others in relation to space>
occupied.

Hot Spot Analysis: Hot spots are
areas where the off take or merchandise
is the highest. Similarly, there are warm
spots and cold spots, where>
merchandise sales are lower. An
analysis of these hot spot, warm spots
and cold spots is made periodically and
steps taken to convert cold spots to
warm spots and warm spots to hot spots
while retaining the best sales and the
stock-turns of the spots.

Such audits reveal non-treaded
space, where there in no customer
traffic, and less treaded space which ha
slow traffic. The possible reasons for
these are analysis and hurdles and

bottlenecks identified and removed toRetail Merchandising
ensure that there are no non-treaded and The term ‘merchandising’ is unique

and exclusive to the retail industry. It

Efficiency of Selling Space to Non- refers to the entire process of inventor
selling Space: The utilization of sellingplanning and management in a retai
and non-selling spaces-back areagrganization. Merchandising, when
facilities area, etc.-are periodicallydone properly, leads to an increase in

black hole areas.

the customer to walk around the
stores and browse through all the
merchandise displayed, for it is the
browsers who turn into buyers-
buyers of a large basket size.

The Right Mix or Assortment
The Right Time

In order to satisfy every customer’s
needs, the retail store must have the
right product in the right place, in the
Optimize the trading space toright quantity, with the right quality, at
achieve maximum sales, while notne right price, with the right mix of sizes
neglected the non-trading area fopr variants and at the right time. The
customer convenience/concessionynction of merchandising is to achieve
in order to ensure that they spend g| these ‘rights’ so that sales are high
longer time store and increaseyith an ideal level of inventory holding
revenues. and thus more profits.

Make the right floor space \jerchandise Hierarchy

management decisions after every

space audit BT EIthe necessar While planning the merchandise mix,
b o 9t ¥ retalil organization has to start with a
course-corrections on time as space

costs a gedTIETretmoney c!ear definition of its m'erchgndise

' hierarchy. The merchandise hierarchy
Appeal to all the five senses of thgg 5 disciplined way of grouping the
customer by creating an aesthetignerchandise mix at different levels,
and functionally effective ambiencestarting from a high-level grouping to
(which should eventually becomethe |owest level of the stock-keeping
the credo of a successful store) st (SKU). The merchandise hierarchy
that you can cling to the mind-spacgorms the platform needed to create the
of the customer and Bering himbackstgre’s merchandise mix. The
to the store again and againmerchandising for the store dictates the
Remember, a retail floor designedgjfferent divisions and the lower rungs
planned and managed well with thenat the store must have in the hierarchy.

target customer in mind helps to_ . . , . :

. . ... Building the store’s merchandise mix by
make an emotional connection with ' .
theubliyer following the concept of merchandise

hierarchy has its advantages:

(@) One can define in terms of ratios the
mix of elements at each level of the
hierarchy.

b) One can analyze and drill down
through the rungs of the hierarchy
to the problem areas, if any up to
SKU level.

monitored for there efficiency in the return on investment (ROI). The
deliveries. A good retailer always aimsgreater the ROI, more the profitability. (€) One can remove or add elements

following security escalations. This

to optimize selling space to improve theyjerchandise Planning
bottom-line, while taking care not to For a retailer, the objective of

Gelveris of the non-seling space, . TeTehandise planning
Sl achieving the following seven

Ground Rules for Successful Spaceg|gHTS!
and Layout Management The Right Product

> Remember the golden rule of the The Right Place

retail floor space planning and ) }
management game-the convenience 1 "€ Right Quantity
The Right Quality

of the customer comes first.
> Provide the greatest opportunity for ~ The Right Price

534

is clear:

means if the store’s merchandise
decisions have to be taken based
on the performance, say, of the
millions of SKUs contributing to the

formation of the merchandise

pyramid for the store — the peak
being the divisions — decisions at
the lower rungs can be taken by
front-line personnel. Those at the
higher levels, which would impact

the merchandise proposition /
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image of the store, can be taken bymplementation of the planning processor OTB. It is helps retailers project and

the higher-ups. Example of an assortment of shirt 2¢¢ontrol future_ buying so that the flow

SKU: To use an example (see Figpieces in stock: of merchandise in the store matches
12), a41_0—size_white shirt of solid de_sign Small/ 2, Medium/6, large / 7, Extraa'lt'C'F:ate.d S &.ltt. desweﬁ thOCk "
at the price-point of Rs. 750 (all options arge / 4, Extra Large / 1 = 20 pieces o> O 91V a positive cash flow.
in the last level) having a button-down Such an Rt 0ian hel For organized buying one need to
collar of the Arrow brand in the full replenish iter R storepstock aﬁpe?rollow the OTB planning, since it
sleeves sub-category or sub-class 9 P o b = mprevents over-buying, eliminates

; 1 ey are sold by establishing minimu ) .

the shirts category belonging to the nd maximum levels of stocking units confusion and enables the organization

men’s department of the appareﬁor instance, in the above example i%o make more profits.

division in a organization is an SKU. . oo riment ratio is planned as per Sowhatexactlyis OTB? OTB refers
The levels in the merchandise hierarchy, . 116 stock-turn for the store a0 merchandise budgets for purchase
may be different for various products,, oo then the maximum stocks th&turing a certain period of time for which

categories. For instance, in a, . qiaple inthe SKU can only be 20the stocks have not yet been ordered.
supermarket, the levels may be: The replenishment trigger can bdtis also the process of forecasting sales
Divisions: Food planned so that it is set off when thend purchases. OTB is a planning tool
Department:  Packaged Food stock reaches a minimum specified levelhat assists in setting budgets for sales
S _ replenishment —which is done generally? monitoring the current status of the
ub-catc in high-turnover categories — is toOTB amount, which is the amount
Brands: Magi trigger off reorders as and when thdemaining to be ordered to meet the
Options: 250g, 5009, 1kg. merchandise is sold with a cap on th®udget.

Range Planning: The first step in themaximum stock holding. Every retailer needs to use an OTB

process of range planning is- Pangram: There is another type oPlan, as most tend to overstock when
merchandise assortment planning. ThiAssortment plan that is emerging nowsales increase and under stock when
is a mix in percentage terms at everyt is a graphical range plan called thdhey are low. Often a small increase in
rung of the store’s merchandisepangram. This short of plan moves awagales leads to excessive buying that
hierarchy. from the purely numerical type of ultimately affects the retailer fix the ideal

The first element in the merchandisé?!anning that has been used until no@mount of stock that should be on hand
plan is the Strategic Plan. This isand allows the range to be put togethet the beginning of any given month
normally taken at the high level andn@visualway. Typically digitally stored and the quantum of new merchandise
used to set out the critical succesiMages are manipulated into collageto be received during the month.
factors for merchandising in terms oftYP€ Storyboards. Space planning\nn efficient OTB plan has the
sales, margins and stocks. software packages like that of ACfollowing elements:

: ! Nielsen support such graphic bas%
A category-level margin plan is alsostock mapping, which helps in easy

created to plan the gross margins thar'éplenishment planning and effective
each level (up to the SKU level) ;ore space utilization.

contributes to the store. The definition ;

of the merchandise and the assortmenﬁ Thus merCheiiEEs assortmgnt
planning based on the hierarchy level§'aNNINY and base St_OCk — numerical
help in analyzing weekly sales, stoclf"nd w_sual-numerlcal 2190 2
and intake plan etc. at the category, Sugpspectlvely N enab_lg e 'to e
category, brand or SKU levels. With &ccount ofthe space utilization in a store
this, one can also identify any problem y calculating thelSeRURREEERES
in sales or inventory holding at any mployed or ReiUMSEREEEEEE b)
levels and take corrective action. It isThe Buying Function

here that Opento buy (see ‘The Buying Buying for a retail organization is a
Function’ below) is planned in the critical function of merchandising. The
process of buying. This is normally theprocess begins with the preparation of
first significant success factor in thethe buying plan, called ‘Open To buy’

the management accountant, July, 2009

Forward Sales Planning (Sales
Forecast): The sales plan ought to
be prepared for the entire year with
month-wise details of planned sales.
A good OTB plan helps one to react
to variations in sales plans (as the
current month comes to an end),
reschedule deliveries and cancel or
alter purchase orders for future
deliveries, as the case may be.

Forward Cover: This is based on the
planned stock turns for the retail out
fit. Form instance, if the planned
stock turns for the store is four times
in a year, and then the ideal stock
holding at any point in time should
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be equivalent to three months’ stock Advantage of an Open to Buy Plan
cover. The OTB plan enables retailers to estimate in advance the amount
C) Stock ReQU|red: This is based 9' Month Month Month Month Month Month
the forward cover planned month is 1 2 3 4 5 6
; [ Forecast Sales 1000 1500 2000 150 1000 1000
month 1, then the stock required will T — 3 3 2 3 s 3
be the sum of the planned/forecastsiock required 5000 4500 3500 3000 300D 3000
sales of months 2, 3 and 4. Opening Stock 2000 5000 4500 3500 3000 3000
. . Intake Requirement 4000 1000 1000 100( 1000 1000
d Opening Stock: The value of the 5 order 2000 1000
opening stock is a flow calculation.| Open to Received-OTB 2000 0 1000 1004 1000 1000
In OTB planning, the first entry is | Closing Stock 5000 4500 3500 3000 300 3000
an estimate. From the second montfable 5: A Model OTB Plan
onwards, the opening stock is the  required areas. what that item should retail for It is fixed

closing figure of the previous month.(6) Above all, an efficient OTB plan if the target customer is willing to pay
e) Intake Requirement: This is the * provides the organization morethat price. Markdown is the amount

difference between the required opportunity for profit. reduced from the maximum retail to
stock and the opening stock. arrive at the new retail price. Markdown

Retailers who follow a well- ;

f) On Order: These are stocks thaformulated POTB plan are successfullS c;lcut;clted. ?:”? pgrce;: o< O;;\ARP'
have bgen a'ready ordered and dug, their merchandising and buying rot em.f a(;[ 5 ehmar owl I
for delivery during the relevant efforts. The merchandise manageme eF\r)cl:Deir; 226486 :ndr?;: r¥;vx(/)rseeta?lrgrli22
period. system employed in the organization,gor markdown is Rs.200?

g) Open to Receive: This figure isgenerally support such statistical .
arrived at by deducting the stocktechniques inthe OTB plan, butitis theOI d II\\/I/IaRrII;de;V(\;nn(?w_h/tl)ll?ﬁl;egtr:a(;%gert(ﬁgsv?]

on order, if any, from the intake buyer’s insight and decision-making(RS_4OO_RS. 200) + old MRP (Rs. 400) X

requirement. This figure indicatescapability that help deliver best result.100

the OTB quantity. Markups and Markdowns in Merchan- = Rs. 200 = Rs. 400 X 100
h) Closing Stock: To arrive at this dise Management —50%

figure, one needs to take the arkup is the percentage amount Markd d h q
opening stock, subtract the salesicalculated on cost) added to cost i, alr = ar(; O?ﬁw en prod el
and add the on-order and open-toprder to arrive at the maximum retail pricet(f1 ae ilgsv;z;rﬁdotrhv; ergduitslfnaesﬁge(;gvtvj
receive qUaIiE for a product. Hence, be cleared fro?n the shelves.

Of working capital that needs to be  markup = percentage of marginMerchandise is also marked down when
employed in inventory from month to calculated on cost added to arrive ainventories are high, when saleable
month. the maximum retail price. merchandise is shop-soiled or when

(2) It helps ensure the right inventoryCost = Maximum Retail Price — Margin ertain price-off promotions are done.

level to support planned sales an o . S ol Markdowns are also affected when
to attain the best Gross Margin%argm_ Maxmum Retall Price = Cost proqucts that have manufacturing
Return on Inventory (GMROI).  Maximum Retail Price = Cost + Markup defects but are still saleable are found

(3) The OTB plan places restraints on Markup is based on cost and ist the floor level. Itis essential that the
2 d_P place 5 §xpressed in percentage terms. markdown_ percentage is kept at the

merchandise commitments so tha _ : lowest, as it directly affects the returns
the stock receives the right Problem: What is the markup gross margins in a retail store.
merchandise at the right time andPercentage for a dress that cost Rs. 2(5)(5] . .
not before or A e lTetails forREl I The ?urr?nt SFe.nano in India

(4) Itenables a continuous flow of fresh _Markup % = Difference between rosse tﬂ;}g;zénggan%gl%gdu?g t:)rqc\:vszali(n
merchandise into the store montfMRP and cost (Rs.400 - Rs.200) + Cos

] global retailing. While apparel retailers
after month during the seasons. (Rs:200)x100 manage to get gross margins of 30-33%

(5) The OTB plan establishes goals so — (S-200+Rs. 200x100 after struggling a great deal with
that the actual performance can be =100% vendors and brand markets the food
compared with the plan and  Sometimes the retailer needs to looR€CtOr has to settle for just 15-19%.
corrective action taken inn theat the cost of an item and determine Contd. on Page 541
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8 ' Although the effect and influence

Re I a,tl n g S u p p Iy C hal n of ICT both as an inspiration for new
business and as an enabler of a fast flow

I\/I an ag e m e nt an d of information to support operations
and supply chain management is clear,

we still know relatively little about

I nfo r m atl O n an d the relationship between supply chain

management (SCM) and ICT. As an

E . almost superficial example: textbooks
CO m m u n ICatI O n in operations management still like to
explain the basic principles of MRP in
TeCh n O I Ogy' C h al Ie ng es great detail, whereas the above
- developments are discussed only
briefly. In line with that remark,
The paper’s purpose is to provide a motivation for investigating the relationsp'@ynmds (2000) noted that academic
between supply chain management (SCM) and information and communicglgBarch in this area is lagging behind,
technology (ICT), to describe associated theoretical and practical problemigd Cullen and Webster (2007) stress
Design/methodology/approach — The paper is: partly based upon a s{pqttspeciﬁca"y the operational aspects
literature review. Findings — An important finding is that the relationship amve been ignored. Bozarth (2006, p.
integration of SCM and ICT are strongly intertwined with managerial an®24) signals that the OM literature
organizational theory related issues. Research limitations/implications — Ha@s “rarely take full advantage of the
paper suggests three possible avenues for building theory in thejoint fielghaktructs and models contained in
SCM and ICT on the one hand and organizational theory on the other hargse works [the MIS literature]”.
Practical implications — Implicitly the paper argues for a better use of . . .. ¢ ic paper is to bring
organizational and managerial insights to increase the usage a{EJdether perspectives from these two
implementation of ICT in the context of SCM. Originality/value — The pa%%?ds that seem to be developing in
offers a research agenda for incorporating organizational theory to develop

integration of SCM and ICT. ifferent directions, whereas more

interdisciplinary empirical research
D. Ghose* would be beneficial. Pertinent questions

that need to be answered, if we look

e are in the midst of a swiftly gathering, PC connected to the wirelesgy ., an scm perspective, are: what type
moving river of technology networks, cellular telephones ¢ o7 fits to the chare’lcteristics of

and business innovationsconnected to the Internet, and hybri%pecific supply chains (e.g. type of
that is transforming the global businestiandheld devices delivering phone roducts, complexity of the chain
landscape. It is more than obvious thalnternet and computing power to arﬁrganizat’ional types)? What are th,e
the introduction of new technologiesincreasingly mobile and global

limits of information systems? What

in Information and Communication workforce. On one hand, appllcatlonsare e advancements in ICT and Wi

(referred to as ICT) has changed ou;f ICT have drelszultfeid in man)(/j nevr\]/is their relevance for SCM? How do
lives, privately and professionally.business models often put under the . R
Also the way business is conductedimbrella of “new economy” or more |nforr|nat|r(]) i systems _helg 'r alccr;_lrevmg
has changed through the introductiomccurately the dotcom boom. Some 0?;1p{)hycfgllr:j|ntegr:atlon. ?] | .OnT
and widespread use of ICT. An entirelythese have resulted in stable companieg, e fields where technologica
new business culture is emerging witdike Amazon, Dell, Wal-Mart and so on. ERIUEIFTS paving the v’\;ay for
profound implications for the conductOn the other hand, ICT has resulted igolutions that will never work? From
of the business. We can see everyday plethora of new tools that might®" P aistepective moSTRCTIREEE
by observing how business peopléupport operations management anguestions are relevant as well, but
work using high sped Internetsupply chains. Virtually no large Probably have been even less
connections for email and informationbusiness exists without having som@!dorously investigated (if at all) than
type of ERP system or using EDI; emaithey have been in the OM literature.
Lecturer, Department of Businessand internet are common for almost Information is a key supply chain
Administration, Assam University, Silchar, every company; while new technologiesiriver because it serves as the glue that

India. Email: debomalya_bemba@sify.comsuch as RFID emerge. allows the other supply chain drivers
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to work together with the goal of in the SCM field, all of these aspectssystems are capable of providing such
creating an integrated, coordinatedre hardly investigated and we do noseamless information flows. Sometimes
supply chain. Using IT systems toknow that much about effects, propeit seems that pen-and-paper solutions,
capture and analyze information canmplementation and relevant factors talong with face-to-face communication,
have a significant impact on a firm'sconsider. Whereas we are frequentlyre still the most powerful approaches.
performance. told that a seamless flow of gooddaybe, we should even investigate
It is important to develop a and information is needed, we onlywhether we neeq the paradigm of
framework that helps a manage@cknowledge that “information seamless flow of information, at all.

understand how this information isdistortion in a supply chain” (Lee etasjan Paints Portfolio of IT Products:
utilized by the various segments of ITal-, 1997) is a problem. We rarely . paints. the largest paint
within the supply chain. Ef‘tefpfisemv;_sng?te W - o t;) develop, nufacturer of India manages its
software collects transaction data2nd!mp ement appropriate Informationg, o chain with a wide range of IT-
analyzes these data to make decisioriystems nor do we study if information

and executes on these decisions both
within an enterprise and across a supp!

i ] Planning and
chain. Certainly other parts of IT Scheduling
beyond enterprise software, such a Order Frocessing

hardware, implementation services, an
support, are all crucial to making IT
effective.

Within ICT research, considerable e Lo gistics
effort is put into the development of new Bervices
systems and technologies, that shoul

remedy most, if not all, problems of
earlier systems and technologies. Thet p

also seems to be a disconnect betwes o P D istrib uta rs
“theory” and “practice” in the field of Retailers Inve ntory

SCM and ICT as much money is

actually spent in purchasing,

implementing, running and updating .
ICT in all its diversity, whereas at least Intranets and Extranets For Supply Chain Management

Py ERP

Procurem ent

Producti
Shipping roduction

ERP

Exiranet ritranet
I niramet \\\\-\_\
R L
Inilranet
"-“V._,.ﬂ"'
Exctrane | ritragnct
ERP ERP

Integrated ICT Solutions for Supply chain Management
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Supply Chain Information System: integrated Modules

solutions. It has focused on topRFID-tagged items to double to nearlyThere is a common perspective to these
Operating Performance (TOP) for its1000 .in January 2007, with 600 suppliergpapers, as each of them stresses the
supply chain excellence. Its IT portfolio employing the technology by then. Thedimitations of ICT usage as being
includes world class solutions like SAPcompany has already seen a return anfluenced by organizational, strategic
for the ERP, Optiva for CRM, Factory investment, such as out-of-stock itemsind/or behavioral aspects. The first
planner, Demand Planner and Supplihat are RFID-tagged being replenishe@aper by Bakker, Zheng, Knight and
chain planner from i2 and many morethree times faster than before, and thgjarland offers an interesting
Asian Paints has undertaken massivamount of out-of-stock items that haveperspective on the adoption of e-
process redesign, standardization ani@ be manually filled cut by 10%. commerce in a healthcare setting. They

benchmarking exercises to focus on Recently, a considerable numbeshow that the adoption of e-commerce
process integration and compatibility ofof papers has addressed one ds not only a matter of fit between
IT solutions. several issues related to the role of ICTharacteristics of the supply chain
(Source: Business line, paint still in SCM. However, most of those paperaind the type of e-commerce, but that
perceived a luxury product, 28  grasp one specific aspect of ICT onlythe organizational context can play a
December, 2003. the use of inter-organizationaldecisive role.

http://www.apaints.com/ information systems (Da Silveira and 1o goong paper, by Mortensen

i Cagliano, 2006), the use of EDI (Hill ; .
AsainPaints.js h
i ints.jsp) and Scudder, 2002), designing CPF nd Lemoine, discusses the usage and
Wal-Mart Stores Inc:

(Danese, 2007), the implementation/usI S IeeonICT in the contexT ORI

In January 2005, Wal-Martwent live of ERP (Wu and Wang, 2006), or the o iderS: Here, it seems that the usage

with RFID technology and mandated itsearning effects in on-line ordering (Kull ° ' T mOSt commonly in the form of

Use for its suppliers. At first, Wal-Mart et al., 2007) and hardly address the trad SIS eliional compUEESHEEE
had more than 100 suppliers tagginaffs between different types of ICT and as be(_:ome a qualifier rather than an
products. It now has more than threer the trade-off between ICT and othePTd€" Winner.

times that number involved, feedingforms of information exchange. Carrand The third paper by Ambrose,
RFID-tagged goods to 500 Wal-MartKaynak (2007) recently also noticed thiVlarshall, Fynes and Lynch, shows
facilities through five distribution gap in the context of supplierthat not only are the content of
centers. The company has raised th¢evelopment and subsequentlynformation and the frequency of
number of stores capable of handlinglevelop an integrated model. information exchange important
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features, but that the interactionforms is less beneficial than in othersissues, such as: who is responsible for
between human decision makers in ar is even undesirable. Other forms ok certain part of the chain and how is
supply chain influences the selectiororganizational theory in this perspectivehat reflected in the design of the ICT,
of information channels and might be the use of metaphors such asr, what is a proper organizational and
consequently of ICT, as well. the learning organization orinformational structure to manage a
In line with the paper by Carr andOrganizations as social networks certain supply chain? Whereas the

Kaynak (2007), these three papers The second perspective ofintention was to answer questions and
together indicate that a necessarBlackmon and Van Donk (2007)increase our understanding of how to
condition for further understandingsuggests that supply chainuseandimplementICT in the context of
how and when integrating SCM andmanagement can be seen as a specif®CM, this introduction can only end in
ICT might be effective, is to organizational phenomenon andconcluding that more work along the
incorporate, as a third componentconsequently organizational theory thatin€s above.
organizational theory and explains other organizational Stillmanagers need to keep in mind
organizational context. Suggesting thaphenomena can be used to explain argkveral general ideas when they are
integrating a third component is usefulunderstand this one. Within thismaking a decision regarding supply
is, of course, not directly helping inperspective we can differentiatechain ICT.
better understanding the relationshifpetween different types of SCM (e.g. & Select an ICT system that addresses
between SCM and ICT, nor does itThird Party Logistics TPL-relationship  the company’s key success factors.
directly say how and where we caris different from a buyer-supplier
constructively apply organizationalrelationship), along with finding
theory. In fact, it only adds complexity appropriate organizational lenses to i .5
to a subject that is already problematicinvestigate and understand suct? Align the level of sophistication
Recently, Blackmon and van Donkdifferent forms. That, in turn, willhelp ~ With the need for sophistication.
(2007) suggest three propositions oto develop theory to understand4. Use IT systems to support decision
directions that can be used to impondifferences in use of ICT in different  making, not to make decisions.
organizational theory into operationssupply chain forms. It might help tos, Think about the future.
management/supply chainfurther understand the use of inter-R :
. . ) : . - References:
management. The paper will brieflyorganizational information systems in
describe these three perspectives aritie case of TPL (Mortensen and- Blackmon, K.and Van Donk, D.P.
explore how this might help in Lemoine,this special issue), as opposed (2007).’ S ne.ed Organ'sat'orl
. ] : . theory in supply chain management?”,
Qevelpplng a resea_rch ggenda foto t_helr use in buy_er-sup_pller paper presented at the 2007 Annual
investigating the relationship betweerrelationships as investigated in Da \eeting of the Academy of
SCM and ICT that incorporates anSilveiraand Cagliano (2006), along with  management, Doing Well by Doing
organizational theory perspective.  a deepened understanding of why Good, Philadelphia, PA, August 3-8.

The first perspective follows the differentforms of SCMare usedinthes®  gozarth, C. (2006), “ERP
often used argument that supply chain&vo distinctive situations. implementation efforts at three firms:
represent a new (unique) organizational The third perspective taken by integrating lessons from the SISP and
form. Although it is hard to prove Blackmon and Van Donk (2007) simply ~ |T-enabled change literature”,
empirically, this idea is used as astates that SCM is a type of International Journal of Operations &
conceptual metaphor. Applying management. Management theories can - reduction Management, Vol. 26 No.

- Vo ; S 11, pp. 1223-39.
organizational theory, now, is more orthus be used to identify and understand
less straightforward as organizationakffective and ineffective managerial3- Cam A.S. and Ka};}”ﬁkl _Hf- (2007),
theory applies to organizations. For ICTactivities in the context of SCMand ICT.  communication methods, information
" - . S - sharing, supplier development and
that would imply that we could go backRigorous research into this direction . = :
v th buildi h Id hel | hvimol . performance: an empirical study of their
to some early theory building thatcould help to resolve why implementing relationships”, International Journal of
related organizational structuring ancERP systems and using them  operations & Production Management,
information systems (Galbraith, 1973).beneficially for managing the supply  vol. 27 No. 4, pp. 346-70.
Theoretical frameworks such as thosechain seems so problematl_c, and tg Cullen, A.J. and Webster, M. (2007),
can be helpful in understanding whyunderstand why implementation plans  «p model of B2B e-commerce, based
the use and implementation of ICT inseem to be rational and wise but are on connectivity and purpose”,
certain supply chains and supply chailifficult to realize. It might also address  International Journal of Operations &

. Take incremental steps and measure
value.
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The lifestyle garments and related

Westside, the apparel retailing2)

accessory retailer Shoppers’ Stop hagitiative from the house of Tatars, is a
four in-store private label brands thasuccess story with a strategic approac{ﬁ,)
contributed approximately 25% to itsto private brand retailing (approximately
turnover, growing 5% over the previousg0% to 85% of the merchandise retailed
year. The private label of a Delhi-based¢omprises its own brands). The store i,

apparel

retailer Robyn Retail sajd to be struggling in the area of men’s

contributed approximately 21% to totalapparel, which is truly brand-led, and i)

sales last year.

sales. It is reported that the companyrivate labels.

said to be contemplating accommo-

| grocery, Food world’s private label dating a few ‘must have’ men’s brandsb)
brands account fro around 21% of totain its outlets in addition to its core

7)

plants to increase the share of its stor@qferences:
brands to 27% of total sales by the tim(|=:2 : g
eferences includes books as well as8)

the first phase of the private label
initiative is over. Food World expects

websites.

to extend its private label brand to 38l) www.fibre2fashion.com/.../impact- 9)

s
h
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ub-categories from the 22 it currently
as.

of-retail-management-in-the-
growth-of-indian-economyl.asp

www.fibre2fashion.com/industry-
article/free-retail-industry-article

www.welingkar.org/welingkar/vl/
Programmes/Inter Prg_ ret. asp?
section=Programs

www.artrm.com

www.sap.com/industries/retail/
index.epx

www.spjain.org/prog _ retail_mgmt.
asp
www.rediff.com/getahead/2008/mar/
05iycu.htm
https://www.accenture.com/Global/
default.htm

www.andhrauniversity.info/retail/
index.htm

10) www.servalrm.com
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Supply Chalin

Dr. M. K. Krishnaveni*
K. Kumuthadevi**
Introduction *

pply chain management (SCM)
S the process of implementing

nd controlling the operations of
the supply chain as efficiently as
possible. Supply Chain Management
spans all movement and storage of raw
materials, work-in-process inventory,
and finished goods from point-of-origin
to point-of-consumption.The definition *
one American professional association
put forward is that Supply Chain
Management encompasses the
planning and management of all
activities involved in sourcing,
procurement, conversion, and logistics
management activities. Importantly, it*
also includes coordination and
collaboration with channel partners,
which can be suppliers, intermediaries,
third-party service providers, and*
customers.

Benefits of supply chain management

The supply chain management*
solutions provides the following
benefits to organizations;

organization and its
lﬁiomers.Customer service provides
the source of customer information. It
also provides the customer with real-
time information on promising dates and
product availability through interfaces

Global supply chain managementWIth the company’s production and

svstems en BRI . oxchan distribution operations. Successful
Y i 1 g8rganizations use following steps to
of data and information between

build customer relationships:

concerned parties in the supply i o
chain networe ® determine mutually satisfying goals

Manageme

o r . between organization and
Enables organizations to efficiently 9
; f g customers
monitor status of inventories i o
ensuring that orders for the right® EStabl'fh and maintain customer
rappor

quantities are placed

The movement of goods can be®
tracked at all times ensuring on time
and safe delivery of products. b) Procurement process

A supply chain management Strategic plans are developed with
solution _helps in- increasing suppliers to support the manufacturing
inventory turnover resulting in flow management process and
reduced costs of products. development of new products. In firms

Offers mechanisms for better andVhere operations extend globally,

effective communication betweenSOUrcing should be managed on a
supply chain partners global basis. The desired outcome is a

Red r o wate r]dwin-win relationship, where both parties
agm?ncistfatio%aé):sts asoorders arbenefit, and reduction times in the

i esign cycle and product development
placed and accessed electronlcall%‘re ehla b Alsoihe. purchas
Reduces errors arising from thefunction develops rapid communication
manyal way for recording a”dsystems, such as electronic dai
tracking data and processes. R S SIED) andliemet ik

produce positive feelings in the
organization and the customers

* Enables organizations to makeProcess of Supply Chain Management to transfer possible requirements more

better and informed decisions, such

as forecasting demand and supplygombining these processes:

through a better understanding of
the supply chain processes. b

* Streamlines business processe
leading to increased productivity
and improved performance

* Provides for faster response time
thereby enhancing customer
satisfaction. =

*Head of the Department of Commerce,f'
Karpagam Arts and Science College9-
Coimbatore-21. a
**Head of the Department of Commerce

with Computer Application, Karpagam Arts

and Science College ,Coimbatore-21. Email-
krishnakumutha@rediffmail.com
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. Procurement

) Customer service management

managementrapidly. Activities related to obtaining

products and materials from outside
suppliers requires performing resource
planning, supply sourcing, negotiation,
order placement, inbound

Product development andtransportation, storage, handling and
commercialization guality assurance, many of which
Manufacturing flow management/include the responsibility to coordinate
support with suppliers in scheduling, supply
Physical distribution continuity, hedging, and research into

. ] new sources or programmes.
Outsourcing/partnerships

c) Product development
Performance measurement commercialization

Here, customers and suppliers must
Pacess be united into the product development
Customer Relationship Manage-process, thus to reduce time to market.

Supply chain

Customer service management

and

ment concerns the relationship betweeAs product life cycles shorten, the
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appropriate products must belt is also through the physical mentrealized improvements in overall
developed and successfully launchedistribution process that the time angroductivity. According to experts
in ever shorter time-schedules to remaigpace of customer service become anternal measures are generally collected
competitive. According to Lambert andintegral part of marketing, thus it links aand analyzed by the firm including
Cooper (2000), managers of the produanarketing channel with its customers; cost
development and commercialization(e.g. links manufacturers, wholesalers .
] i 2. Customer Service
process must: retailers).

4 . . . 3. Productivity measures
1. coordinate with customerf) Outsourcing/partnerships y .
relationship managementto identify  This is not just outsourcing the “SS€t measurement, an
customer-articulated needs; procurement of materials and> Quality.

2. select materials and suppliers ircomponents, but also outsourcing ofunctions of supply chain
conjunction with procurement, andservices that traditionally have been sypply chain management is a

3. develop production technology inProvided in-house. The logic of thiscross-functional approach to manage
manufacturing flow to manufacturetrend is that the company will the movement of raw materials into an
and integrate into the best supplyncreasingly focus on those activitiesprganization, certain aspects of the
chain flow for the product/market in the value chain where it has &nternal processing of materials into
combination. distinctive advantage and everythinginished goods, and then the movement

d) Manufacturing flow management 'S¢ it will outsource, This movementof finished goods out of the organization
process has been particularly evident inoward the end-consumer. As

. _ logistics where the provision of grganizations strive to focus on core
The manufacturing process is

) transport, warehousing and inventorysompetencies and becoming more
produced and supplies products to thgg ol is increasingly subcontracted tqjexible. they have reduced their

distribution channels based on pasgpeciglists or logistics partners. Alsogwnership of raw materials sources and
forecasts. Manufacturing processegy manage and control this network ofjistribution channels. These functions
must be flexible to respond to markelariners and suppliers requires a blengre increasingly being outsourced to
changes, and must accommodate magg hoth central and local involvement.other entities that can perform the
customization. Orders are processefence, strategic decisions need to bactivities better or more cost effectively.
operating on a just-in-time (JIT) basisiaken centrally with the monitoring andThe effect is to increase the number of
in minimun lot sizes. Also, changes incontro| of supplier performance andorganizations involved in satisfying

the manufacturing flow process lead Q45 to-day liaison with logistics customer demand, while reducing
shorter cycle HMIESEEE mprove?)armers being best managed at a locedanagement control of daily logistics

responsiveness and efficiency ojgye), operations. Less control and more

demand.to customer.s. Activities rela'ted ) Performance measurement supply chain partners led to the creation
to planning, scheduling and supportlngg

. . of supply chain management concepts.
manufacturing operations, such as EXperts found a strong relationship! PPy g P

work-in-process storage handlingfrom the largest arcs of supplier andThe purpotsg tOf. supplyt crt1a|nd
transportation. and time phasing ofcUstomer integration to market BEEE = edsinent IS "o improve rilStigiy
p , p g9 - ; collaboration among supply chain
components inventory at @nd profitability. By taking advantage ¢ e Nt i
manufacturing sites and maximum®f supplier capabilities and emphaSiZin(\ijgibniﬁtr;,an(l:ijsir;rgrpc:\c/)ivr:ggir:\r/]x?o?;y
flexibility in the coordination of & long-term sulpply CE?"” persgecglv%elocity.
geographic and final assemblies” culston&er _rt;a;fuons IF;S i Several models have been proposed
ostponement of physical distributionC0rrelated with firm performance. As : . :
gpergtions 2/ logistics competency becomes a morér understanding the activities required
3 Physicall i critical factor in creating and to manage material movements across

maintaining competitive advantage 0rganizational and functional
This concerns movement of ajogistics measurement become®oundaries. SCOR is a supply chain

finished product/service to customersincreasingly important because thénanagement model promoted by the
In physical distribution, the customergifference between profitable andSupPply Chain Management Council.
is the final destination of a marketingunprofitable operations becomes moré\nother model is the SCM Model

channel, and the availability of thenarrow. A.T. Kearney ConsultantsProposed by the Global Supply Chain
product/service is a vital part of each1985) noted that firms engaging inForUm (GSCF).

channel participant’s marketing effort.comprehensive performance measure- Supply chain activities can be
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grouped into strategic, tactical, and»

operational levels of activities.
Strategic
e Strategic network optimization, ®

Tactical

including the number, location, and
size of warehouses, distribution
centers and facilities.

Strategic partnership with suppliers®
distributors, and customers, creating
communication channels for critical
information and operational
improvements such as cross
docking, direct shipping, and third-
party logistics.

Product design coordination, so tha®
new and existing products can be
optimally integrated into the supply
chain, load management °

Information Technology
infrastructure, to support supply
chain operations. [

Where-to-make and what-to-make-
or-buy decisions

Aligning overall organizational
strategy with supply strategy.

Sourcing contracts and other
purchasing decisions.

L . i . . (]
Production decisions, including
contracting, locations, scheduling,
and planning process definition.

Inventory decisions, including
quantity, location, and quality of
inventory.

Transportation strategy, including
frequency, routes, and contracting.

Benchmarking of all operations
against competitors and
implementation of best practices
throughout the enterprise.

Milestone payments
Focus on customer demand.

Operational

Daily production and distribution
planning, including all nodes in the
supply chain.

544

Production scheduling for each
manufacturing facility in the supply
chain (minute by minute). °
Demand planning and forecasting,
coordinating the demand forecast

operated, private carrier, common
carrier, contract carrier, or 3PL).

Information: Integration of and other
processes through the supply chain
to share valuable information,

of all customers and sharing the
forecast with all suppliers.

including demand signals,
forecasts, inventory, transportation,
and potential collaboration etc.

Inventory Management: Quantity
and location of inventory including

raw materials, work-in-process and
finished goods.

Cash-Flow: Arranging the payment
terms and the methodologies for
exchanging funds across entities
within the supply chain.

Sourcing planning, including
current inventory and forecaste
demand, in collaboration with all
suppliers.

Inbound operations, including
transportation from suppliers ande
receiving inventory.

Production operations, including
the consumption of materials and
flow of finished goods. Supply chain execution is managing

Outbound operations, including alland coordinating the movement of
fulfillment  activities ' and Materials, information and funds across

transportation to customers. the supply chain.

Order promising, accounting for all Conclusion

constraints in the supply: chain, A supply chain is a network of facilities
including all suppliers, and distribution options that performs
manufacturing facilities, distribution the functions of procurement of
centers, and other customers. materials, transformation of these

Issues on Supply Chain Management Materials into intermediate and finished

roducts, and the distribution of these
nished products to customers. The
g / ) conclude that the aim of supply chain
Distribution Network Configuration: management, to have the right products
Number, location and network, the right quantities (at the right place)
missions of suppliers, productionyy the right moment at minimal cost, is
facilities, distribution centers, yangjated into the interrelated issues
warehouses, cross-docks angs cystomer satisfaction, inventory
customers. management, and flexibility. Customer
Distribution Strategy Including satisfaction is to a high degree
questions of operating controldependent on the flexibility of the
(centralized, decentralized orsupply chain, i.e. its ability to respond
shared); delivery scheme (e.g., directo changes in demand. Flexibility is
shipment, pool point shippingCrossoften imperfect because of long lead
docking DSD (direct store delivery), times, uncertainties, and unforeseen
closed loop shipping); mode ofevent. To counterbalance this lack of
transportation (e.g., motor carrierflexibility companies will keep
including truckload, LTL, parcel inventories at various levels of the
railroad intermodal, including TOFC supply chain. Balancing the costs of
and COFC; ocean freight;imperfect customer satisfaction and
airfreight); replenishment strategyholding inventory is a classic issue of
(e.g., pull, push or hybrid); andlogistics and supply chain
transportation control (e.g., owner-managemeritl

Supply chain-management mus?
address the following problems: !
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gaining importance at international level
C O rp O ra.te B ra n d as these are concerned with the financial
= information of large multinational
Val u atl O n L A G IO bal corporations holding brands that are
strong. However, there exist differences
in the accounting procedures for brands

Pe rSpeCtlve and their position in the balance sheet

from one country to another, which

Financial evaluation and accounting procedures for brands have become sub@&atly affects the interpretation of the
of intense debate. This is reflective of the importance of intangible asseté@ncial health of the companies.
modern companies. The main purpose of valuing the brand is to determin&gRides this within the same country,
monetary benefit that accrues to the brand owner as a result of the brand. Hi§e @ccounting procedures and
valuation of brand is more concerned about its economic use. Econoffgulations may be contradictory, thus
valuation of brands are frequently done to serve the purposes such as setffjing certain possibilities which may
royalty rates in licensing brands, evaluation of debt levels and risks, 41l Séized by certain innovating
estimating damages in trade marks disputes, etc. With the recent spate of merggHanies.

and takeovers there had been generated a pressing demand for review dihe reason for the interest in this
accounting standards and regulations, so that not only acquired brands subject is the large increase in the

also created brands are capitalized on the balance sheet: number of mergers and acquisition of
- companies worldwide. When one
Dr.M.Yadagiri* company is acquired by another, there
R.Sridhar** exists a huge difference between the
_ . actual price paid and book value of net
Introduction: Corporate India, too, on aceount ofgssets of the company. This difference

strategic assets of the firms.takeovers, desire to reveal true profitgompanies which have strong brands

Brand valuation can better@nd position, etc. is recognizing theang positive forecasts for growth. This
explain the vast difference between th&€€d of brand valuation. Some of thejitference is commonly known as
market value and the book value highly performing brands like Infosys, goodwill, which is a measure of the
Failure to value brands can affect théVipro, Tata, etc., are getting theirfinancial markets positive attitude to the
firm’s rate of return and can create thérands valued either internally or withfgre of the company. For accounting
lop-sided balance sheet. Moreoverthe help of external brand experts.  pyrposes, the payment made by the
there is an increasing realization amon@bjectives of the study: acquiring company which is excess of
the CEOs that brands are the assets The present paper is an attempt o€ assets must lead to the inclusion in
created by marketing people and ongnderstanding the whole process ofts balance sheet, so as to get a perfect
best way of recognizing marketingprand valuation, need, objectives andnatch between these elements and the
department performance is throughnethods of valuations as used by IndiaRfice paid. In the modern accounting
brand valuation.Brand valuation companies and international agencie8ystem and norms goodwill must be
helps a firm to evaluate its existingjike UK’s Interbrand. allocated to the specific items that have
brands and initiate suitable Strategici:inancial Evaluation and Accounting created it. Brands, patents, know-how
moves like weeding out non-performingforBram ds: and databases are from this category.
brands, strengthening performing ) ; ] _ The difference between the price paid
brands, brand acquisition, brand Financial evaluation and accountingyng pook value of net assets of the
repositioning, etc. procedures for brands have becomgsmpany can be influenced by the
*Professor & Head Dept of Commercey_subjects of considerable interest. Thigarioys intangible and tangible assets.
Telangana University, Nizamabad-503175 1 LSNS€ Interest in the subject hag| these influencing assets have been
AP. He can be reached at dr.yadagiri@several technical, economic and fls'Caéiepicted in the following figure:

i aspects which especially reflect th . .
yahoo.co.in. ; ) .
= Tecturer T DepT—oT Busiess discovery of the importance ofeBeneﬂtsofBrandVaIuann.

Management, Ramappa Engineering Collegéntangible investments in modern The fOHOWin_g are d_ifferenttyp_es of
Warangal-506001, AP. He can be reached @ompanies and of the growth that dangible anq intangible benefits of
janusrio011@gmail.com. brand can generate. This aspect iBrand Valuation:

Brandsare emerging as importanfOMpetitive pressures, threats ofs sjgnificantly more in case of
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Price Paid

prospective, market opportunity,

Existing Goodwiill

and competition. Thus, it provides

Sources of the Gap:

Intangible and

Tangible Assets

Goodwill

an excellent tool for strategy
development.

(Large meaning) Brand Valuation Methodology:

Recognisation of brands as assets

Buildings (economic value)

has a long history. Perhaps, the interest
in the financial evaluation of brands is
a more recent phenomenon. The

Net assets (Book value)

Tangible Benefits:

a)

Merger & Acquisition: It is of
critical importance for an acquirer,
as well as for the vender to
understand and evaluate their real
worth for negotiating the correct
purchase consideration.

b) Disposal: The current focus on

d)

e)

In

brands has led many companies to
recognize that they cannot support
properly all their brands or certain
brands could be worth more to a
third party than to their current
owner. Brand evaluation technique
can be used to judge which brand
to dispose of and their possible
economic worth to a third party.

Licensing: Brand licensing, either
to third-parties or internally to its
own subsidiary, is an increasingly
common practice brand valuation

assists in formulating this strategy(c) Credibility to the real worth: Ifthe

Fund Raising: Brand valuation is
playing an increasing prominent role
in the area of fund raising,
particularly from the public as brand
represent robust asset against
which to seek funds is much easier.

Discount Rate: Brand valuation

assists in arranging the large fund
at lower cost.

tangible Benefits:

(@ Enhances confidence:Brand

credibility shows the faith and
confidence of public at large in the
product; Valuation if reflected in the
books of accounts further enhances
the public loyalty to the product and

546

(b) Indicator of effective utilization:

corporate world is in the wave of
mergers and acquisitions which began
in the 1980s and in which brands often
playing an important role. Economic
The investment in the brandvaluation of brands are frequently done
building creates value in the reversao serve the purposes such as setting
direction when compared to theroyalty rates in licensing brands,
capital expenditure. When the firmevaluation of debt levels and risks, and
investin capital expenditure it utilize estimating damages in trademark
the proportionate cost every yeardisputes, etc. Thus, several consulting
which the firm write off in the form firms have proposed and de\/e|oped a
of depreciation or amortization, yariety of methodologies to meet this
where as the expenditure in brandiemand for brand valuation and
building is incurred to day and this performed various services regularly.

expenditure is converted into : : ]
; ! Financial World annually publishes
valuable asset over a period of time -
I . i the estimates of the value of more than
The expenditure is considered a
. two hundred brands that are based on
revenue expense due to accounting . " .. .
: - ; simplified version of the Interbrand
and taxation provision which really : ;
énethodology. According to this

is'not so, hence, valuation gives th ) ;
SaPEhcTVE Worlt®shith has methodology, a brand’s value is taken

created over the years througr}o be the product of two variables;
brand building. Its annual net after tax profits,

adjusted to exclude the earnings
expected for an equivalent

hence becomes a force multiplier.

firm valuate its brand only at the time

?d) Strategy developmentCompanies

of disposal it has a much lesser
influence and will always leave a
doubt of its real worth, in the mind 2.
of both the buyer as well as the seller
where as if the brand is continuously

unbranded product and averaged
over time, and

A discount rate reflecting the
brand’s strength.

The assessment process of brand

valued has a different impact andstrength takes the following seven
gives much more creditability to thetzctors into account:
reveals the robust strength and also o5 worth.

1

are applying brand evaluation
techniques in order to understand™
and manage their brands better.
Brand evaluation involves a3
detailed examination of a brand from
the view point of marketing, financial
and legal prospective. It also4.
examines the brand performance,

Leadership: ability to influence the
market.

Stability: capability to maintain a
consumer franchise.

Market: vulnerability of market
demand to changes in tastes or
technology.

International scope: cross-national/
cultural potential.
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5. Trend: long-term appeal toApproachestoBrand Valuation: attributed to the intangible assets. The
consumers. The Brand Valuation approached?rand proportion of these intangible

6. Support: strength of communi-can be identified into the following two €arnings is then estimated, generating
cation. types: a stream of earnings attributable to the

brand. This approach of brand valuation
is commonly used for most marketing
purposes.

7. Protection: security of the brand>» Economic Use Approach

owner’s legal or property rights. 5 potential Earnings Approach
Based on the above factors the-conomic Use Approach:

brand’s strength is determined which ThelSRRIEE = five major
; gug . This approach considers thecomponents to the Earnings Split
in return determines the appropriate

.. economic value of a brand in curren g
multiplier. The greater a brand’s Approach

strength, the higherit’s multiple. use to current owner. In other words, it{  \jarket and Competitive Context:

" actually achieves by owning the brand 4t the market and the strength of
Methods of Brand Valuation: — now and in the future. Economic use  competition.

The main purpose of valuing thevaluations assume that brands provid . o i
: . X : . . Business Segmentation:Brand
brand is to determine the monetarytheir owners with security of demand.” . . : :
) 5 influence varies by line of business,
benefit that accrues to the brand ownein the short run-a manufacturer without
i - 3 customer and product type.
as a result of the brand. The valuatiom brand might enjoy.the same sales, the . S

. ) i Consequently, this step divides the
of brand is more concerned about itsame economies of scale, even the same . .

' . f d 3 business into segments, based on
economic use. For accountingpremium prices as the manufacturer with the R ENEAN e brand
purposes, there are different methoda brand. However, the non-branded .p =Y ’
of brand valuation, which are concernednanufacturer could not rely onthe samé- Financial Forecasts: These are
with the measure of historical value of asecurity of knowing that the ‘brand's ~ Projections for the future earnings
brand, as opposed to the value it wiltustomers this year are likely to be ©f each segment in the previous
generate in future. The following two customers of the brand next year, and Step.
are the popular methods of brandor many years after that. This4. Brand Value AddedThis involves
valuation: approach also depends on the accuracy identifying the drivers of purchase
» Historical Cost Method. of future sales and earnings projections. decisions in each segment, and the

Within economic use there are two ~ impact exerted by the brand. The
A \ approaches for the valuation of brands. composite brand score across all
. Hl_stolrlcal Cost Method: Theh _They are: drivers provides the proportion of

Istorical cost accounting approach Is - total branded business earnings
an accounting technique that values afi - 1he Relief from Royalty Approach. Tateanbe atiributed to the brandl

as_set fo_r balancessy 0SS at_thia s Ea_rnmgs gl Al 5. Risk Analysis: This assesses the
price paid for the asset at the time of its  The Relief from Royalty Approach: strength of the brand's franchise
acquisition. The historical costUnder this approach the assumptionis ..o "\ 2 de customers and end
accounting iy situa(ljtion In whichthat a business does not own its ;..o mers 1o establish the security
accountants recor revenuetrademarks but licenses them from :
expenditure, asset acquisition ancnother business at a market rate. Brand g:;ﬂ;ig&i??:tzrg??ﬁé Z?rz;(ran&g:
disposal at historical cost: that is, thesalue under this method is the net earnings attributable to the brand
actual amounts of money, or money'present value of the royalty payments i
worth, received or paid to complete thanade for using the trademarks. This !N theory, both the forms of
transaction. valuation methodology favors the fiscal®conomic use should give rise to
Replacement Cost Method:An authorities and the courts because theyPProximately similar valuations. But
accounting system that values asse@@lculate brand value by reference td! Practice, the Earnings Spliit Approach
and liabilities according to their documented third-party IS s oproduce higher valueSEREIEE
replacement cost rather than theifvolving brands of equivalent strengthit iS generally based on a broader
historical cost. Replacement cosin €quivalentindustries. e on of brand, and becaiieg

accounting incorporates the effects of The Earnings Split Approach: In allows.for gromh Into new segMEiEy

changing prices and the resultanthis approach the earnings above Eotential Earnings Approach:

changing values of the items that ardreak-even economic return on the The need for the valuation of
listed in a firm’s financial statements. tangible assets of the business arerands lies in the fact that they are

> Replacement Cost Method.
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considered as the mostimportant assetg;gp ; ‘

of the organization. In this regard an
asset is expected to generate revenues

Isolate Brand Net revenues

v

Strategic evaluating of brand strengths and weaknesseg

for

for the company. This approach tostep2

brand valuation is based on the
expected profits of the brand. The
process of valuing the expected profits

of the brand can be divided into threeSTEP 3

independent stages which are exhibited
in the figure below:

1

The first step involves separating
and isolating the net income
associated with the brand and not
with the company.

The second step is to estimate the
future cash flows. This requires a
strategic analysis of the brand in its
market or markets.

The third step involves choosing
the suitable approach either by
using multiple methods to determine
precisely this multiple or a classic
financial method of a discount rate
and period.

Effectiveness of Brand Valuation:

Y

Brand valuation assigns financial
value to the name or image of a brand
offering a comprehensive measur
of equity for the organization. The
brand’s value, as a measure of
success helps in estimating the
effect of management decisions
such as those generating short-term
expenditures and long-term”
benefits. Brand valuation enables
an organization in effectively
discharging various functions such
as:

Brand valuation allows managers to>
appraise the efficiency of brand
expenditures in terms of the
increased value of the brand itself.
The new role can be taken by
accountants by helping marketing
manager’s measure performance in
strongly branded companies.

Brand valuation is another »
important accounting technique
which may be more useful to
marketing, which extents beyond a

548

Q; Brand

the future: will its revenues grow or decline?

i) Pragmatic / Interbrand Approach

v

Brand strength score

v

Determining
The multiple
Multjple

Brand Strength

v

Brand valuation:
V=M x Brand Present
Revenues

cost focus. Because of its
comprehensiveness, it relates to
outcomes |and incorporatesy
projections of future income and
cash flows. This predictive
information is important in assisting

a firm with strategic brand
management.

valuation  provides
management with a measure that
allows an appraisal of the brand
relative to the other assets of the
organization.

Brand valuation facilities a regular
process whereby marketing
professionals can help in alerting
corporate strategists to the critical
importance of the brand.

Brand valuation techniques allow a
company to deliver a consistent
brand image. When the entire

» The brand value helps

v

ii) Bankers’/ Financial Analysis’ Approach

Business plan evaluation of]
future revenues’ discount rate

Brand valuation:
V=Discounted Cash
Flows of the Brand

done on the basis of relative value
of the brand in the portfolio.

Brand valuation allows the use of a
comparable measure, which helpsin
comparing the performance of

managers of different products or
in different geographic segments.

» Brand valuations are an ideal

measure for tackling short term
issues and help in determining the
performance and rewards.

» Coordination of strategies among

separate product managers by
considering the combined effect on
brand value for management of the
separate product segments is
possible through brand valuation.
in
determining inter-company transfer
price.

Organization understands howAnalySiS of World’s Most Powerful
brand value is ascertained, it will beBrands Value:

easier to prevent actions that

Now, it proposed to examine the

conflict each other or interfere with pattern and trend in the growth rate of

the overall brand strategy.

brand value of world’s most powerful

Brand valuation will also aid brands, with a view to point out the

managers involved in budgetprogress of brand value. The relevant
allocation decision making. data to the study is presented in the
Marketing budget allocation can befollowing table:
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Value of World's Most Powerful Brands:

Brand Country of Brand Brand Brand Brand Brand
No. Nafe ori ?r/] Industry Value2004 | Value2005 Value2006 | Value2007 | Value2008
< Ussm) | (US$m) UsS$m) | (US$m) | (US$m)

1 Coca- US Beverages 67,394 67,525 67,000 65,324 66,667
Cola (-4 ©) (1) (-3) 2

2 IBM US Computer 53,791 53,376 56,201 58,709 59,031
Services (4) (-1) (5) (2) 3

3 Micro- us Computer 61,372 59,941 56,926 57,090 59,007
Soft Software (-6) (-2) (-5) 3 (2)

General i . 44,111 46,996 48,907 51,569 53,086
4 Electric us Diversified 4) ) 4) ©) 3)

5 Nokia Finland Consumer 24,041 26,452 30,131 33,696 35,942
Electronics (-18) (20) (14) (12) (7)

6 Toyota Japan Autormotive 22,673 24,837 27,941 32,070 34,050
(9) (10) (12) (15) (6)

7 Intel US Computer 33,499 35,588 32,319 30,954 31,261
Hardware (8) (6) (-9) (-4) Q)

Mc 25,001 26,014 27,501 29,398 31,049
8 Donald us Restaurants (1) 4) ©) ) ©6)

. 1 27,113 26,441 27,848 29,210 29,251

9 Disne us Media ' ' : : !

i (-3) (-2) (5) (5) (0)

Internet 8,461 12,376 17,837 25,590
10 | Google 9 Services i ) (46) (44) (43)

Source: www.interbrand.com/league_chart.html
Note: Figures in brackets indicate annual percentage growth.

The analysis of data reveals that in therease. Among all the worlds top most
year 2008, Coca-Cola of US Beveragebrands; US industries brands have beeh
brand value was highest with US $dominating during the period under re-
66,667 Million followed by IBM, view.
Microsoft, General Electric of US, Nokia conclusion:
of Finland, Toyota of Japan and Intel,
Mc Donald, Disney and Google of US
brands during the period of review. As
against these the Coca-Cola of US Bev-
erages brand value in 2004 and 2005 was
at US $ 67,394 Million and US $ 67,525
Million respectively. It was interesting
to note that the Google brand of US
Internet Services was made a significant
progress, though it was entered in to
the market very recently in the year 2005. h - 8 -

elps in determining inter-company
However, Toyota brand of Japan Auto- .

. ] . transfer price.

motive industry, Nokia brand of Finland 7.
Consumer Electronics, Mc DonaldReference:
brand of US Restaurants and Generd. David A. Aaker, Building Strong
Electric brand of US Diversified have ~ Brands (New York: Free Press, 1996)8.

registered a regular and significant in2. David A. Aaker, Managing Brand

Now-a-day’s brands are emerging ag
important strategic assets of the
firms. Financial evaluation and ac-
counting procedures for brandss,
have become subjects of consider-
able interest. Brand valuation as-
signs financial value to the name or
image of a brand offering a compre-6.
hensive measure of equity for the
organization. Brand valuation also
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Equity (New York: Free Press, 1991).

P. Barwise, Accounting for Brands
(London: London Business School
and the Institute of Chartered Ac-
countants in England and Wales,
1989.)

Stephen J. Garone, Managing Repu-
tation with Image and Brands (New
York: The Conference Board, 1998).

P. Stobart, “Alternative Methods of
Brand Valuation,” in J. Murphy (ed.),

Brand valuation (London: Business
Books Ltd, 1991.

Chris Guilding and Richard Pike,
“Brand Valuation: A Model and
Empirical Study of Organizational
Implications,” Accounting and
Business Research, summer 1994.

Jean-Noel Kapferer, Strategic Brand
Management (New York: Free Press,
1992).
www.interbrand.com/league _chart.
html.0
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: g I . . 3. Recognition and measurement of the
FI n a.n Cla Re po rtl n g I n identifiable assets acquired, the
r liabilities assumed and any non-
R etal | SeCtor controlling interest (NCI, formerly
called minority interest) in the
K.S.Muthupandian* Ao .
4. Recognition and measurement of

etail sector has played a majodlAS 37, Provisions Contingent goodwill or a gain from a bargain
role world over in increasing Liabilities and Contingent Assets purchase.

productivity across a wide range|as 38, Intangible Assets e Assets and liabilities are measured

of consumer goods and servicgie Following high level technical  at their acquisition-date fair values
ISnterg at('jon?::;'snagqal R(_aqur_tmg summaries of the IFRS would be useful ~ (with a limited number of specified
tandards ( ) brings ! |car_1t}o Retailers: exceptions). An entity may elect to

changes to the retail sector’s financia IFRS 3: The objective of IFRS 3 measure NCI either at (a) fair value

reporting. Global retailers do not yet or (b) the NCI's pr e
T usiness Combinations to enhance B EELLonale Shafe
have the necessary hindsight to ensur@ n of the fair value of the identifiable

i inthe relevance, reliability and . -
that the IFRS have been interpreted in th y net assets of the acquiree (option is

consistent, comparable way across theomparability of the information that an X \
S ETr i / entity ‘provides in its financial ~ available on a transaction-by-
3 transaction basis).

. . statements about a - business
AL newlFRSmIIaﬁectthe (2 ?ombination and its effects. The Core® Goodwill is measured as the
sector, but the standards which are o

. : principle is - An acquirer of a business difference between:
particular relevance to the retail secto : . -
recognises the assets acquired and the aggregate of (a) the acquisition-

Includes ) e liabilities assumed at their acquisition-  date fair value of the consideration
IFRS 3,Business Combinations date fair values and discloses transferred, (b) the amount of any
IFRS 8,0Operating Segments information that enables users to NCI, and (c) in a business
IAS 2, Inventories evaluate the nature and financial effects combination achieved in stages (see

IAS 7. Cash Flow Statements of the acquisition. below), the acquisition-date fair
The salient features of IFRS 3are:  Value of the acquirer’s previously-

IAS 12, INCOMENE held equity interest in the acquiree;

IAS 16, Property, Plant and Equipment ® A business combination is a
transaction or event in which an
IAS 17,Leases

acquirer obtains control of one or~ theé net of the acquisition-date

IAS 18, Revenue more businesses. A business is amounts of the identifiable assets
IAS 19,Employee Benefits defined as an integrated set of 2acduired and the liabilities assumed
IAS 23,Borrowing Costs activities and assets that is capable (Measuredinaccordance with [FRS

; 3).
. f being conducted and managed
IAS 24,Related Party Disclosures 0 L . . i
i for the purpose of providing areturn® If the difference above is negative,

IAS 27, Consolidated and Separate oy 1o investors or other owners,  the resulting gain is recognised as a

Financial Statements members or participants. bargain purchase in profit or loss.
IAS 28,Investments In Associates o g cquisition method is used for® For  business — combinations
IAS 31, Interests in Joint Ventures all business combinations. achieved in stages, if the acquirer
IAS 33,Earnings Per Share e Steps in applying the acquisition increases an existing equity interest

. ) so as to achieve control of the
IAS 36,Impairment of Assets method are:

e ) acquiree, the previously-held
1. Identification of the ‘acquirer’ —the equity interest is remeasured at
"M.Com., FICWA and Member of Tamil — combining entity that obtains  acquisition-date fair value and any
Nadu State Treasuries and Accounts Service, control of the acquiree. resulting gain il recognised

presently working as Treasury Officer, —— . L . .
Ramanathapuram District, Tamil Nadu.2 Determination of the ‘acquisition  in profit or loss.

Email: ksmuth upandian@ymail.com/ date’ — the date on which thee |f the initial accounting for a
ksmuthup an di an@gmail.comSummaries acquirer obtains control of the pysiness combination can be

of IFRS relevant to retail sector acquiree. determined only provisionally by
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the end of the first reporting period,—
the combination is accounted for
using provisional values.

® Consideration for the acquisition
includes the acquisition-date fair
value of contingent consideration.
Changes to contingent
consideration resulting from eventse
after the acquisition date are
recognised in profit or loss. _

® In addition, IFRS 3 provides
guidance on some specific aspects
of business combinations including:

— business combinations achieved
without the transfer of
consideration; -

— reverse acquisitions;

— identifying intangible assets
acquired,;

— pre-existing relationships between

the acquirer and the acquiree (e.g.
reacquired rights); and

— the reassessment of the acquiree’s
contractual arrangements at the
acquisition date.

IFRS 8: The objective of IFRS 8,
Operating Segments to specifies the
use of a‘through the eyes of the
managementapproach to an entity’s
reporting of information relating to its ®
operating segments in annual financial
statements, and also requires an entity
to report financial and descriptive
information about its reportable
segmentsThe Core principle is An
entity shall disclose information to e
enable users of its financial statements
to evaluate the nature and financial
effects of the business activities in
which it engages and the economic
environments in which it operates.

The salient features of IFRS 8 are:

® IFRS 8 applies to the consolidated
financial statements of a group with®
a parent (and to the separate or
individual financial statements of an
entity):

— whose debt or equity instruments
are traded in a public market; or

thatfiles, or is in the process of filing,Inventories, is to prescribe the

its (consolidated)

financial accounting treatment for inventories,

statements with a securitiesincluding cost determination and
commission or other regulatory expense recognition.

organisation for the purpose ofThe salient features of IAS 2 are:

issuing any class of instruments in
a public market.

An operating segment is a
component of an entity: o

that engages in business activities
from which it may earn revenues and
incur expenses (including revenues
and expenses relating to
transactions with other components
of the same entity); o

whose operating results are
regularly reviewed by the entity’s
chief operating decision maker to
make decisions about resources to
be allocated to the segment an
assess its performance; and

for which discrete financial
information is available.
Guidance is provided on which ¢

operating segments are reportable
(generally 10% thresholds).

® Atleast 75% of the entity’s revenue

must be included in reportable ¢
segments.

Some entity-wide disclosures are
required even when an entity has
only one reportable segment. These
include information about each

product and service or groups of
products and services.

Inventories are stated at the lower
of cost and net realisable value
(NRV).

Costs include purchase cost,
conversion cost (materials, labour
and overheads), and other costs to
bring inventory to its present
location and condition, but not
foreign exchange differences.

For inventory items that are not
interchangeable, specific costs are
attributed to the specific individual
items of inventory.

For interchangeable items, cost is
determined on either a First In First
Out (FIFO) or weighted average
basis. Last In First Out (LIFO) is not
permitted.

When inventories are sold, the
carrying amount is recognised as an
expense in the period in which the
related revenue is recognised.

Write-downs to NRV are recognised
as an expense in the period of the
write-down. Reversals arising from
an increase in NRV are recognised
as a reduction of the inventory
expense in the period in which they
occur.

IAS 7: The objective of IAS 7,

Analyses of revenues and certairStatemenbf Cash Flowsis to require

non-current assets by geographicahe presentation of information about
area are required from all entities -historical changes in an entity’s cash
with an expanded requirement tcand cash equivalents by means of a

disclose

revenues/assets bytatement of cash flows that classifies

individual foreign country (if cash flows during the period according
material), irrespective of the entity’sto operating, investing and financing

organisation.

There is also a requirement to
disclose information about e
transactions with major external
customers (10% or more of the
entity’s revenue). °

IAS 2: The objective of IAS 2,

the management accountant, July, 2009

activities.

The salient features of IAS 7 are:

The statement of cash flows
analyses changes in cash and cash
equivalents during a period.

Cash equivalents include invest-
ments that are short-term (less than
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three months from date ofe
acquisition), readily convertible to

a known amount of cash, and
subject to an insignificant risk of
changes in value. Generally exclude,
equity investments.

Cash flows from operating, investing
and financing activities are
separately reported. °

Cash flows arising from operating
activities are reported using either
the direct (recommended) or the
indirect method. -

Cash flows arising from taxes on
income are classified as operating
unless they can be specifically_
identified with financing or investing
activities.

The exchange rate used for
translation of transactions
denominated in a foreign currency
and the cash flows of a foreign_:
subsidiary is the rate in effect at the
date of the cash flows.

Aggregate cash flows relating to
obtaining or losing control of
subsidiaries and other business
units are presented separately and
classified as investing activities,
with  specified additional
disclosures. °

Investing and financing transac-

tions that do not require the use of
cash are excluded from the statement
of cash flows, but separately

disclosed.

IAS 12: The objective of IAS 12,

Income Taxesis to prescribe the
accounting treatment for income taxes.

To establish the principles and

provide guidance in accounting for the
current and future tax consequences of:

the future recovery (settlement) of
carrying amounts of assets
(liabilities) recognised in an entity’s
statement of financial position, and
transactions and other events of the
current period that are recognised
in an entity’s financial statements.
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Current tax liabilities and assets are
recognised for current and prior
period taxes, measured at the rates
applicable for the period. PY

A temporary difference is a
difference between the carrying
amount of an asset or liability and
its tax base.

Deferred tax liabilities are recognised

for the future tax consequences of
all taxable temporary differencese®
with three exceptions:

where the deferred tax liability arises®
from the initial recognition of
goodwill;

the initial recognition of an asset/
liability ‘'other than,in a business

reverse in the foreseeable future and
taxable profit will be available to
utilise the difference.

Deferred tax liabilities (assets) are
measured at the tax rates expected
to apply when the liability is settled
or the asset is realised, based on tax
rates/laws that have been enacted
or substantively enacted by the end
of the reporting period.

Deferred tax assets and liabilities are
not discounted.

Deferred taxes asset and liabilities
are presented as non-current items
in the statement of financial
position.

IAS 16: The objective of IAS 16,

combination which, at the time of Property Plant and Equipmenis to
the transaction, does not affecprescribe the principles for the initial
either the accounting or the taxableecognition and subsequent accounting

profit; and

for property, plant and equipment.

differences arising from investmentsThe salient features of IAS 16 are:

in subsidiaries, branches and,
associates and interests in joint
ventures (e.g. due to undistributed
profits) where the entity is able to
control the timing of the reversal of
the difference and it is probable that
the reversal will not occur in the
foreseeable future. 2

A deferred tax asset is recognised
for deductible temporary
differences, unused tax losses, and
unused tax credits, to the extent that
itis probable that taxable profit will
be available against which the
deductible temporary differences
can be utilised, with the following
exceptions: =

a deferred tax asset arising from the
initial recognition of an asset/
liability, other than in a business—
combination, which, at the time of
the transaction, does not affect the
accounting or the taxable profit; and

assets arising from deductible
temporary differences associated®
with investments are recognised
only to the extent that it is probable
that the temporary difference will

Items of property, plant, and
equipment are recognised as assets
when it is probable that the future
economic benefits associated with
the asset will flow to the entity, and
the cost of the asset can be
measured reliably.

Initial recognition is at cost, which
includes all costs necessary to get
the asset ready for its intended use.
If payment is deferred, interest is
recognised.

Subsequent to acquisition, IAS 16
allows a choice of accounting
model:

cost model: the asset is carried at
cost less accumulated depreciation
and impairment; or

revaluation model: the asset is
carried at a revalued amount, which
is fair value at revaluation date less
subsequent depreciation and
impairment.

Under the revaluation model,

revaluations are carried out

regularly. All items of a given class

are revalued.

the management accountant, July, 2009
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Revaluation increases are credite®
to equity.

Revaluation decreases are charged
first against the revaluation surplus
in equity related to the specific asset-
and any excess against profit or
loss. -

When the revalued asset is
disposed of, the revaluation surplus
in equity remains in equity and is ¢
not reclassified to profit or loss.
Components of an asset withg
differing patterns of benefits are
depreciated separately.

Depreciation is charged
systematically over the asset’s
useful life. The depreciation method
reflects the pattern of benefitg
consumption. The residual value is
reviewed at least annually and is the
amount the entity would receive
currently if the asset were already
of the age and condition expected
at the end of its useful life. Useful
life is also reviewed annually. If —
operation of an item of property,
plant and equipment (e.g. an aircraft)-
requires regular major inspections,
when each major inspection is
performed, its cost is recognised ing
the carrying amount of the asset as
a replacement, if the recognition
criteria are satisfied. ¥

Impairment of property, plant and
equipment is assessed under IAS
36.

All exchanges of property, plant and
equipment are measured at fair
value, including exchanges of
similar items, unless the exchange
transaction lacks commercial
substance or the fair value of neither
the asset received nor the asset
given up is reliably measurable.

IAS 17: The objective of IAS 17,

Leasesjs to prescribe, for lessees and
lessors, the appropriate accounting
policies and disclosures for finance an®
operating leases.

The salient features of IAS 17 are: —

A lease is classified as a finance
lease if it transfers substantially all
risks and rewards incidental to
ownership. Examples: -

lease covers substantially all of the
asset’s life; and/or

present value of lease payments is
substantially equal to the asset’s fair
value. °

All other leases are classified as
operating leases.

A lease of both land and buildings®
is split into land and building
elements. Land element is generally
an operating lease. Building element
is an operating or finance lease
based on the criteria in IAS 17.

Finance leases -
Accounting:
-

asset and liability are recognised aft
the lower of the present value of
minimum lease payments and the fai®
value of the asset;

depreciation palicy is as for owned
assets; and °

finance lease payments are-
apportioned between interest
expense and reduction in liability.

Finance leases — Lessor’s
Accounting:

receivable is recognised at am
amount equal to the net investment
in the lease; and -

finance income is recognised based
on a pattern reflecting a constant
periodic rate of return on the lessor’s
net investment.

Accounting:

presented in the lessor’s statement
of financial position according to the
nature of the asset; and

lease income is recognised on a
straight line basis over the lease
term, unless another systematic
basis is more representative of the
pattern of benefit.

Lessors spread initial direct costs
over the lease term (immediate
expensing prohibited).

Accounting for sale and leaseback
transactions depends on whether
these are essentially finance or
operating leases.

IAS 18: The objective of IAS 18,

Revenuds to prescribe the accounting

Lessee’dreatment for revenue arising from sales
of goods, rendering of services and

om interest, royalties and dividends.

The salient features of IAS 18 are:

Revenue is measured at the fair value
of the consideration received/
receivable.

Recognition:

from sale of goods: when significant
risks and rewards have been
transferred to buyer, seller has lost
effective control, and amount can
be reliably measured;

from rendering of services:
percentage of completion method;
for interest, royalties, and dividends:
when it is probable that economic
benefits will flow to the entity.

Interest — using the effective interest

method as set out in IAS 3Binancial

Operating leases — Lessee’dnstruments:
Measurement

Recognition and

lease payments are recognised as Royalties — on an accrual basis in
an expense in profit or loss on aaccordance with the substance of the

straight-line basis over the leaseagreement.

term, unless another systematic

Dividends — when shareholder’s

basis is more representative of theight to receive payment is established.

pattern of benefit.

IAS 19: The objective of IAS 19,

Operating leases — Lessor'sEmployee Benefitsis to prescribe the

Accounting:

accounting and disclosure for employee

assets held for operating leases afeenefits, including short-term benefits

the management accountant, July, 2009

553



Cover Feature

(wages, annual leave, sick leave, annual
profit-sharing, bonuses and non-g
monetary benefits); pensions; post-
employment life insurance and medical
benefits; other long-term employee
benefits (long-service leave, disability,
deferred compensation, and long-term
profit-sharing and bonuses), and
termination benefits.

([ J
The salient features of IAS 19 are:
Underlying principle: the cost of
providing employee benefits is o
recognised in the period in which
the entity receives services from the
employee, rather than when the
benefits are paid or payable.

Short-term employee benefits

(payable within 12 months) are

recognised as an expense in thg
period in which the employee

renders the service. Unpaid benefit
liability is measured at undiscounted

amount.

Profit-sharing and bonus payments
are recognised only when the entity
has a legal or constructive

obligation to pay them and the costs
can be reliably estimated.

Post-employment benefit plans
(such as pensions and health care)
are categorised as either defined
contribution plans or defined
benefit plans.

For defined contribution plans,
expenses are recognised in the
period the contribution is payable.

is recognised in the statement oficcounting treatment for borrowing
financial position equal to the netCOSts.

of:

the present value of the defineds
benefit obligation (the present value
of expected future payments
required to settle the obligation
resulting from employee service in
the current and prior periods);

deferred actuarial gains and lossee®
and deferred past service cost; and

the fair value of any plan assets at
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the end of the reporting period.

Actuarial gains and losses may be
(a) recognised immediately in profit—
orloss, (b) deferred up to a maximum,
with any excess amortised in profit
or loss (the ‘corridor approach’), or
(c) recognized immediately in other
comprehensive income.

Plan assets include assets held by a
long-term employee benefit fund
and qualifying insurance policies.

For group plans, the net cost is

recognised in the separate financial
statements of the entity that is

legally the sponsoring employer®
unless a contractual agreement or
stated policy for allocating the cost

exists:

Long-term employee benefits are
recognized and measured the same
way as post employment benefits®
under a defined benefit plan.
However, unlike defined benefit
plans, actuarial gains and losses and
past service cost are always
recognised immediately in profit or
loss.

Termination benefits are recognised
when the entity is demonstrably
committed to terminating one or

more employees before the norma]Lzel

retirement date or to providing
termination benefits as a result o
an offer made to encourage
voluntary redundancy.

incurred (no longer permitted from
1 January 2009); and

capitalisation model: borrowing
costs directly attributable to the
acquisition or construction of a
qualifying asset are capitalised as
part of the cost of that asset, but
only when it is probable that these
costs will result in future economic
benefits to the entity, and the costs
can be measured reliably. All other
borrowing costs that do not satisfy
the conditions for capitalisation are
expensed when incurred.

A qualifying asset is one that
requires a substantial period of time
to make it ready for its intended use
or sale. Examples include
manufacturing plants, investment
properties and some inventories.

If funds are borrowed generally and
used for the purpose of obtaining
the qualifying asset, a capitalisation
rate (weighted average of borrowing
costs applicable to the general
outstanding borrowings during the
period) is applied to expenditure
incurred during the period, to

determine the amount of borrowing
costs eligible for capita-lisation.

IAS 24: The objective of IAS 24,
ated Party Disclosuress to ensure

fthat financial statements draw attention
to the possibility that the financial

position and results of operations may
have been affected by the existence of

IAS 23: The Objective of IAS 23, related parties_

The salient features of IAS 23 are:

Borrowing costs include interest,
amortisation of discounts or
premiums on borrowings, and
amortisation of ancillary costs
incurred in the arrangement of
borrowings.

Two accounting models:

expense model: all borrowing costs
recognised as an expense whef

Related parties are parties that
control or have significant influence
over the reporting entity (including
parent entities, owners and their
families, major investors, and key
management personnel) and parties
that are controlled or significantly
influenced by the reporting entity
(including subsidiaries, joint
ventures, associates, and post-
employment benefit plans).

The Standard requires disclosure of:

the management accountant, July, 2009
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relationships involving control, e
even when there have been no
transactions;

related party transactions; and

management compensatior®
(including an analysis by type of
compensation).

For related party transactions,
disclosure is required of the nature®
of the relationship and of sufficient
information to enable an
understanding of the potential effecte
of the transactions.

Examples of related party
transactions disclosable under the
Standard:

purchases or sales of goods;
purchases or sales of assets;
rendering or receiving of services;
leases;
transfers of
development;

transfers under licence agreements"

transfers under finance arrange-
ments (including loans and equity
contributions);

provision of guarantees or
collateral; and

settlement of liabilities on behalf of
the entity or by the entity on behalf
of another party.

IAS 27: The objective of IAS 27, e

research and

Consolidated and Separate Financial
Statementdsto prescribe:

requirements for preparing and
presenting consolidated financial
statements for a group of entities
under the control of a parent;

how to account for changes in the
level of ownership interests in
subsidiaries, including the loss of
control of a subsidiary; and

how to account for investments in
subsidiaries, jointly controlled
entities and associates in separate
financial statements. ®

The salient features of IAS 27 are:

A subsidiary is an entity controlled
by another entity, the parent. Control
is the power to govern the operating
and financial policies.

Consolidated financial statements
are financial statements of a group
(parent and subsidiaries) presented
as those of a single economic entity.

When a parent-subsidiary®
relationship exists, consolidated
financial statements are required.

Consolidated financial statements
include all subsidiaries. No
exemption for ‘temporary control’ or
‘different lines of business’ or
'subsidiary that operates under

control triggers remeasurement of
the residual holding to fair value.
Any difference between fair value
and carrying amount is a gain or loss
on the disposal, recognised in profit
or loss. Thereafter, apply IAS 28, IAS
31 or IAS 39, as appropriate, to the
residual holding.

In the parent’'s separate financial

statements: investments in

subsidiaries, associates and joint
ventures (other than those that are
classified as held for sale under IFRS
5) are accounted for either at cost or
as investments under IAS 39.

IAS 28: The objective of IAS 28,

severe long term funds transfefNvestments in Associatess to
restrictions’. However. if. on Prescribe the investor’s accounting for

acquisition, a subsidiary meets thdnvestments in associates over which it
criteria to be classified as held forhas significant influence.

sale under IFRS S\on-current
Assets Held for Sale andeg
Discontinued Operationsit is
accounted for under that Standard.

Intra group balances, transactions,
income and expenses are eliminated
infull.

All entities in the group use the
same accounting policies. °

The end of the reporting period of a
subsidiary cannot be more than three
months different from the end of the
reporting period of the group.

Non-controlling interests (NCI, @
previously called minority interest)
are reported in equity in the
statement of financial position
separately from the equity of the
owners of the parent. Total
comprehensive income is allocated
between NCI and the owners of the
parent even if this results in the NCI
having a deficit balance. °

Partial disposal of an investment in
a subsidiary while control is retained
is accounted for as an equity
transaction with owners, and gain
or loss is not recognised.

Partial disposal of an investment in®
a subsidiary that results in loss of

the management accountant, July, 2009

The salient features of IAS 28 are:

Applies to all investments in which
an investor has significant influence
unless the investor is a venture
capital firm, mutual fund or unit trust,
and it elects to measure such
investments at fair value through
profit or loss under IAS 39.

Interests in associates that are
classified as held for sale in
accordance with IFRS 5 are
accounted for in accordance with
that Standard.

Otherwise, the equity method is
used for all investments in
associates over which the entity has
significant influence.

Rebuttable presumption of
significant influence if investment
held, directly and indirectly, is more
than 20% of associate.

Under the equity method, the

investment is initially recorded at

cost. It is subsequently adjusted by
the investor’s share of the

investee’s post acquisition change
in net assets.

Investor’s statement of compre-
hensive income reflects its share of
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the investee’s post-acquisitione
profit or loss.

® Associate’s accounting policies are
the same as those of the investor.

® The end of the reporting period of
an associate cannot be more than
three months different from the ®
investor’'s end of the reporting
period.

e Even if consolidated financial
statements are not prepared (e.g.
because the investor has no
subsidiaries) equity accounting is
used. ~
However, the investor does not

apply the equity method when

presenting ’separate’ financial
statements as defined in IAS 27. Instead,
the investor accounts for the
investment either at cost or as an
investment under IAS 39.

® Impairment is assessed in
accordance with IAS 36. The
impairment indicators in IAS 39 also

apply.

July 2009) address the accounting,

treatment when significant

influence over an associate is lost.

On loss of significant influence, the

investment is remeasured to its fair

value at that date, with the gain or
loss recognised in profit or loss.

Thereafter, IAS 39 is applied to the

remaining holding.

IAS 31: The objective of IAS 31,
Interestsin Joint Venturesjs to
prescribe the accounting treatment
required for interests in joint ventures
(JVs), regardless of the structure or legal
form of the JV activities.

The salient features of IAS 31 are: o

e Applies to all investments in which
an investor has joint control unless
the investor is a venture capital firm,
mutual fund or unit trust, and it
elects to measure such investmentg
at fair value through profit or loss
under IAS 39.
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The key characteristic of a JV is a
contractual arrangement to share
control. JVs may be classified as
jointly controlled operations, jointly
controlled assets or jointly
controlled entities.

Jointly controlled operations:
venturer recognises the assets it
controls, and expenses and
liabilities it incurs, and its share of ®
income earned, in both its separate
and consolidated financial
statements.

Jointly controlled assets: venturer
recognizes its share of the joint
assets, any liabilities that it has
incurred directly, and its share of any
liabilities incurred jointly with the
other venturers, income from the
sale or use of its share of the output
of the joint venture, its 'share of

subsidiaries), proportionate
consolidation/ equity accounting is
used for jointly controlled entities.
However, in the venturer’s 'separate’
financial statements as defined in
IAS 27, interests in jointly controlled
entities are accounted for either at
cost or as investments under IAS
39.

The 2008 amendments (effective 1
July 2009) address the accounting
treatment when joint control over a
jointly controlled entity is lost. On
loss of joint control the investment
is remeasured to its fair value at that
date, with the gain or loss
recognised in profit or loss.
Thereafter, IAS 28 or IAS 39, as
appropriate, is applied to the
remaining holding.

IAS 33: The objective of IAS 33,

expenses incurred by the jointEarningsPer Share is to prescribe
venture, and expenses incurregrinciples for determining and
directly in respect of its interest in presenting earnings per share (EPS)

the joint venture.

amounts

in order to improve

' These rules apply to both separat@erformance comparisons between
® The 2008 amendments (effective land consolidated financial statementddifferent entities in the same period and

Jaintly controlled entities: two

between different accounting periods

accounting policy choices arefor the same entity. Focus of IAS 33 is

permitted:

on the denominator of the EPS

calculation.

proportionate consolidation: under
this method the venturer’s statement
of financial position includes its @
share of the assets that it controls
jointly and its share of the liabilities
for which it is jointly responsible.
Its statement of comprehensivey
income includes its share of the
income and expenses of the jointly
controlled entity; and =

the equity method, as described in
IAS 28.

Interests in jointly controlled
entities that are classified as held”
for sale in accordance with IFRS 5@
are accounted for in accordance
with that Standard.

Even if consolidated financial
statements are not prepared (e.g.
because the venturer has no

The salient features of IAS 33 are:

Applies to publicly-traded entities,
entities in the process of issuing
such shares, and any other entity
voluntarily presenting EPS.

An entity presents basic and diluted
EPS:

for each class of ordinary share that
has a different right to share in profit
for the period;

with equal prominence;

for all periods presented.

If an entity presents only a
statement of comprehensive
income, EPS is reported in that
statement. If it presents both a
statement of comprehensive income

the management accountant, July, 2009
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and a separate income statement;
EPS is reported only in the separate
income statement. calculation.

EPS is reported for profit or loss |IAS 36: The objective of IAS 36,
attributable to equity holders of thelmpairment of Assetss toensure that
parent entity, for profit or loss from assets are carried at no more than their
continuing operations attributablerecoverable amount, and to prescribe
to equity holders of the parent entityhow recoverable amount is calculated.

anti-dilutive potential ordinary e
shares are excluded from the

and for any discontinued operations
(this last item can be in the notes). J

In consolidated financial state-
ments, EPS reflects earnings
attributable to the parent’s
shareholders.

Dilution is a reduction in EPS or an
increase in loss per share on the
assumption that convertible
instruments are converted, that
options or warrants are exercised,
or that ordinary shares are issued
when specified conditions are met.

Basic EPS calculation:

earnings numerator: after deductiorf
of all expenses including tax, and
after deduction of non-controlling
interests and preference dividends®
and

denominator: weighted average
number of shares outstanding
during the period.

Diluted EPS calculation: e

earnings numerator: the profit for the
period attributable to ordinary
shares is increased by the after-taf
amount of dividends and interest
recognised in the period in respect
of the dilutive potential ordinary
shares (such as options, warrants,
convertible securities ande
contingent insurance agreements),
and adjusted for any other changes
in income or expense that would
result from the conversion of the

The salient features of IAS 36 are:

IAS 36 applies to all assets except
inventories (see IAS 2), assets®
arising from construction contracts
(IAS 11, Construction Contrac)s
deferred tax assets (IAS 12), assets
arising from employee benefits (IAS
19), financial assets (IAS 39),
investment property measured at fair
value (IAS 40|nvestment Proper}y
and biological assets related to
agricultural activity measured at fair
value less estimated point-of-sale
costs (IAS 41Agriculture).

An impairment loss is recognised
when the carrying amount of an-asset
exceeds its recoverable amount.

An impairment loss is recognised in.
profit or loss for assets carried at
cost; and treated as a revaluation
decrease for assets carried at
revalued amount.

Recoverable amount is the higher
of an asset’s fair value less costs t
sell and its value in use.

At the end of each reporting period,
assets are reviewed to look for any
indication that an asset may be
impaired. If impairment is indicated,
the asset’s recoverable amount is
calculated.

Goodwill and other intangibles with
indefinite useful lives are tested for
impairment at least annually, and
recoverable amount calculated.

If it is not possible to determine the
recoverable amount for an
individual asset, then the
recoverable amount of the asset'’s
cash-generating unit is determined.
The impairment test for goodwill is
performed at the lowest level within
the entity at which goodwill is
monitored for internal management
purposes, provided that the unit or
group of units to which goodwill is
allocated is not larger than an
operating segment under IFRS 8 (or,
prior to the adoption of IFRS 8, a
segment under IAS 14&egment
Reporting.

Reversal of prior years’ impairment
losses is permitted in certain
instances (prohibited for goodwill).

IAS 37: The objective of IAS 37,

Provisions, Contingent Liabilities and
Contingent Assets, is tprescribe

riteria for recognising and measuring
provisions, contingent liabilities and

Value in use is the present value otontingent assets, and to ensure that
estimated future cash flowssufficient information is disclosed in the
expected to arise from the continuinchotes to the financial statements to
use of an asset, and from itsenable users to understand their nature,
disposal at the end of its useful life timing and amount.

Discount rate is the pre-tax rate that
reflects current market assessmentg
of the time value of money and the
risks specific to the asset.

The discount rate used does not

dilutive potential ordinary shares; reflect risks for which future cash flows
denominator: adjusted for thehave been adjusted and is the rate of
number of shares that would bereturn that investors would require ifg
issued on the conversion of all ofthey were to choose an investment that
the dilutive potential ordinary would generate cash flows equivalent
shares into ordinary shares; and to those expected from the asset.

the management accountant, July, 2009

The salient features of IAS 37 are:

A provision is recognised only
when a past event has created a legal
or constructive obligation, an
outflow of resources is probable,
and the amount of the obligation can
be estimated reliably.

The amount recognised as a
provision is the best estimate of the
settlement amount at the end of the
reporting period.
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® Provisions are reviewed at the end
of each reporting period to adjuste
for changes in estimate.

® Provisions are utilised only for
original purposes. L

® Examples of provisions may include
onerous contracts, restructuring
provisions, warranties, refunds and
site restoration. —

® Planned future expenditure, even
where authorised by the board ofe
directors or equivalent governing
body, is excluded from recognition,
as are accruals for self—insured.
losses, general uncertainties, and
other events that have not yet taken
place. ®

® A contingent liability arises when:

— there is a possible obligation to be
confirmed by a future event that is
outside the control of the entity; or

— a present obligation may, but
probably will not, require an outflow
of resources; or

— asufficiently reliable estimate of the
amount of a present obligation
cannot be made.

® Contingent liabilities require
disclosure only (no recognition). If
the possibility of outflow is remote,
then no disclosure.

® A contingent asset arises when the

inflow of economic benefits is e

probable, but not virtually certain,

and occurrence depends on an
event outside the control of the
entity.

® Contingent assets require disclosure

only. °

If the realisation of income is
virtually certain, the related asset is not
a contingent asset and recognition is
appropriate.

IAS 38: The objective of IAS 38,
Intangible Assetsis to prescribe the
accounting treatment for recognising,
measuring and disclosing all intangible
assets that are not dealt with specifically
in another IFRS. ®
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The salient features of IAS 38 are:

An intangible asset, whether
purchased or self-created, is-
recognised if:

it is probable that the future
economic benefits that are
attributable to the asset will flow to —
the entity; and

the cost of the asset can be
measured reliably.

Additional recognition criteria for
internally generated intangible
assets.

All research costs are charged to
expense when incurred.

Development costs are capitalised
only after technical and commercial
feasibility of the resulting product
or service have been established.

Intangible assets, including in-
process research and development,
acquired in a business combination
are recognized separately from
goodwill if they arise as a result of
contractual or legal rights, or they
are separable from the business. In
these circumstances, = theg
recognition criteria (probability of
inflow of future economic benefits
and reliable measurement — see
above) are always considered to be
satisfied.

Internally-generated goodwill,
brands, mastheads, publishing
titles, customer lists, start-up costsg
training costs, advertising costs and
relocation costs are never
recognised as assets.

If an intangible item does not meet
both the definition and the
recognition criteria for an intangible
asset, expenditure on the item is
recognised as an expense when it is
incurred, except if the cost ise
incurred as part of a business
combination, in which case it forms
part of the amount recognised as
goodwill at the acquisition date.

For the purpose of accounting

subsequent to initial acquisition,
intangible assets are classified as:

indefinite life: no foreseeable limit
to the period over which the asset
is expected to generate net cash
inflows for the entity. and

finite life: a limited period of benefit
to the entity.

Intangible assets may be accounted
for using a cost model or a
revaluation model (permitted only in
limited circumstances — see below).
Under the cost model, assets are
carried at cost less any accumulated
amortisation and any accumulated
impairment losses.

If an intangible asset has a quoted
market price in an active market
(which is uncommon), an
accounting policy choice of a
revaluation model is permitted.
Under the revaluation model, the
asset s carried at a revalued amount,
which is fair value at revaluation
date less any subsequent
depreciation and any subsequent
impairment losses.

The cost (residual value is normally
zero) of an intangible asset with a
finite useful life is amortised over
that life. Impairment testing under
IAS 36 is required whenever there
is an indication that the carrying
amount exceeds the recoverable
amount of the intangible asset.

Intangible assets with indefinite

useful lives are not amortised but
are tested for impairment on an
annual basis. If recoverable amount
is lower than the carrying amount,

an impairment loss is recognised.
The entity also considers whether
the intangible continues to have an
indefinite life.

Under the revaluation model,
revaluations are carried out
regularly. All items of a given class
are revalued (unless there is no
active market for a particular asset).
Revaluation increases are

the management accountant, July, 2009
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recognised in other comprehensiven the country’s gross domestic producthe Significant Accounting Policies is a
income and accumulated in equity(GDP) was between 8-10 per cent igood illustration of Financial Reporting
Revaluation decreases are charge2D07. Itis currently around 12 per centjn Indian Retail Sector (see Appendix).
first against the revaluation surplusand is likely to reach 22 per cent by 2010conclusion
in equity related to the specific assetAt US$ 511 billion in 2008, India’s retail
and any excess against profit omarket is larger than ever and drawinq)
loss. When the revalued asset iboth global and local retailers. It is 1 !

. ; [ 5 coming year than the far-reaching
disposed of, the revaluation surplusxpected to rise to US$ 833 hillion by X Raye .

reforms that are taking place in financial

remains in equity and is not2013andto US$ 1.3 trillion by 2018, atareporting. Preparing for the IFRS

For the Indian retail sector there will
e few greater challenges over the

reclassified to profit or loss. compound annual growth rate (CAGR) :
) 10 percan convergence needs to come high up on

e Normally, subsequent expenditure®’ 1Y P R _ every Chief Financial Officer’s agenda.

on an intangible asset after its InIndia, the financial statements of Appendix

purchase or completion isRetail Companies should have been pe

recognised as an expense. prepared to comply in all material Shopper’s Stop Ltd.
Financial Reporting in Indian Retail aspects  with the mandatory Notes to the Financial Statements for
Sector Accounting Standards issued by the the year ended 31 March, 2008

Institute of Chartered Accountants of1. Company Background
India (ICAI) and the relevant provisions Shopper's Stop Limited (‘SSL or the

otfthe Companies Act, 1956'The|ndianCompany‘) was incorporated on 16

%Accounting Standards (AS) corres- . :
3 ' June 1997. The Company is engaged in
ponding to the IERS relevant to Retai N I gaged!

investment after Vietham in the retail 1 |the business of retailing a variety of
sector by AT Kearney’s seventh annua faapire: household and consumer products and
Global Retail Development Index = Fhe extractfrom the Annual Reporthooks through departmental stores
(GRDI), 2008. The share of retail trade(2007-08) of Shopper’s Shop Ltd. aboutacilities. As at 31 March 2008, the

The Indian retail market, which is the
fifth largest retail destination globally,
has been ranked the second mo
attractive emerging market for

IFRS relevant to Retail Sector Indian Accounting Standards
IFRS 3,Business Combinations AS 14,Accounting for Amalgamations
IFRS 8,0Operating Segments AS 17,Segment Reporting
IAS 2, Inventories AS 2,Valuation of Inventories
IAS 7, Cash Flow Statements AS 3,Cash Flow Statements
IAS 12,Income Taxes AS 22,Accounting for Taxes on Income
IAS 16, Property, Plant and Equipment AS 10,Accounting for Fixed Assets
IAS 17,Leases AS 19,Leases
IAS 18,Revenue AS 9,Revenue Recognition
IAS 19,Employee Benefits AS 15,Employee Benefits
IAS 23,Borrowing Costs AS 16,Borrowing Costs
IAS 24,Related Party Disclosures AS 18,Related Party Disclosures

IAS 27, Consolidated and Separate FinancilahAS 21,Consolidated Financial Statements
Statements

IAS 28, Investments in Associates AS 23,Accounting for Investments in Associates in
Consolidated Financiabtatements

IAS 31, Interests in Joint Ventures AS 27, Financial Reporting of Interests in Joint
Ventures

IAS 33,Earnings Per Share AS 20,Earnings Per Share

IAS 36, Impairment of Assets AS 28,Impairment of Assets

IAS 37, Provisions, Contingent Liabilities andAS 29, Provisions, Contingent Liabilities and

Contingent Assets Contingent Assets

IAS 38, Intangible Assets AS 26,Intangible Assets
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Company operated through 27 suclannual rates: Investments. Long-term investments are
departmental stores located in different (%$tated at cost. Provision is made to
cities of India. The activities of the ajr conditioning and other recognise a decline, other than
company in the context of Accountingequipment 5,00 (emporary, inthe value of investments.
Standard 17 on “Segment Reporting"Furniture, e e e) Revenue recognition

constitute a single reporting segmentﬂttings 20.00 Revenue is rgco_g_nised when i_t is
2. Significant Accounting Policies o ters 3333 €amed and no significant uncertainty
a) Basis of preparation of financial \picles 20.00 exists as_to its realisation or collection.
statemens Leasehold Improvements 10.00 Retayl s and.revenues ol

recognised on delivery of the

The financial statements have beenn : :
Intangible Assets
prepared under the historical cost g merchandise to the customer, when the

convention and in accordance with Intangible_ asegiaTe e at the'pSrop_erty [ gqod; .iS tran;ferred el
Indian Generally Accepted AccountingCOSt c_>f —“_“< Ie_ss accumulatea price; SWIERRSIGNITicant risks and
Principles and the provisions of the-amortl-Zatlon SRR ' o=cS- ATewad- RIS EansiorTed and g
g intangible asset is recognized, where iffective ownership control is retained.
CompaniesiACHES is probable that the future economic  gales are net of Discounts. Sales Tax
b) Use of estimates benefits attributable to the asset willang Value Added Tax are reduced from
The preparation of financial flow to the enterprise and where its coSRetail Turnover.
statements in conformity with Generallycan be reliably measured. The 1hg nroperty in the merchandise of
Accepted Accounting Principles depreciable amount ofintangible assetgirq party concession stores located
requires estimates and assumptions 6 allocated over the best estimate of itg;ihin the main departmental store of
be made that affect the reportedJseful life on astraight'line basis. the Company passes to the Company
amounts of assets and liabilities and The company capitalizes softwarégnce a customer decides to purchase
disclosure of contingent liabilities on and related implementation costs whergp, jtem from the concession store. The
the date of the financial statements an} IS reasonably estimated that thecompany in turn sells the item to the
the reported amounts of revenues angPftware has an enduring useful lifecystomer and is accordingly included
expenses during the reporting periog>0ftware is depreciated overynder Retail Sales.
Actual results could differ from those Management estimate of its useful life.  tpe property in the merchandise of
estimates and differences betweer(13 to 5years) . third party consignment stock does not
actual results and estimates are |ademarks and Copyrights arépass to the Company. Since, however,
recognised in the periods in which theamortlzed uniformly over a period of 10tphe sale of such stock forms a part of
results are known/materialize. years. the activities of the Company’s
c) Fixed Assets and Depreciation st ofassets. : . departmental stores, the g0 sales
Tangible Assel An asset is considered as impairegalues and cost of the merchandise are

: in accordance with Accounting displayed separately in the profit and
Fixed assets are stated at theigtandard 28 on Impairment of Asset$oss account.

original cost of acquisition lesswhen at balance sheet date there are |, respect of gift vouchers and point
accumulated depreciation andndications of impairment and the,ard schemes operated by the
impairment losses. Cost comprises ofarrying amount of the asset, or Wher‘%:ompany, sales are recognised when
all costs incurred to bring the assets t@pplicable the cash generating unit tg . gift vouchers or points are redeemed
their location and working condition Which the asset belongs, exceeds it "ihe merchandise is sold to the
and includes all expenses incurred ugecoverable amount (i.e. the higher Ofustomer.

to the date of launching new stores t¢1€ assets net selling price and value— = . displays and
the extent they are attributable to the" use). The'carrylNG NS reducegponsorships are recognised based on

to the recoverable amount and th y 4
new store. reduction is recognized as anthe period for which the products or the

Depreciation is provided, pro rataimpairment loss in the profit and lossSPonsor’s advertisements are promoted
for the period of use, by the straightyccount. / displayed. Facility management fees
line method (SLM), based on d) Investments are recognised pro-rata over the period
management's estimate of useful lives™ 1o company has presentIyOf the coqtract.
of the fixed assets, or at the SLM rateg|5ssified all its investments as “Longf) Inventories
prescribed in Schedule XIV to the ActTerm” in accordance with Accounting ~ Inventories are valued at the lower

whichever is higher, at the following Standard 13 on Accounting forOf costand netrealisable value. Cost of
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inventories comprises all costs ofMonetary foreign currency assets an@0 on Earnings Per Share. Basic EPS is
purchase and other costs incurred ihabilities are translated into Indian computed by dividing the net profit or
bringing the inventories to their presenRupees at the exchange rate prevailinigss for the year by the weighted average
condition and location. Cost isatthe balance sheet date. All exchangeumber of Equity shares outstanding
determined by the weighted averagelifferences are dealt with in the profitduring the year. Diluted EPS is computed
cost method. and loss account. by dividing the net profit or loss for the
Merchandise received underi)Income Tax year by the weighted average number
consignment and concessionaire Income taxes are accounted for irPf €quity shares outstanding during the
arrangements belong to the consignoraccordance with Accounting Standard/®2r @s adjusted for the effects of all
/ concessionaires and are thereforg2 on Accounting for Taxes on Income dilutive potential equity shares, except
excluded from the Company’sTaxes comprise both current andvhere the results are anti-dilutive.
inventories. deferred tax. k) Borrowing costs
g) Employee benefits Current tax is measured at the Borrowing costs attributable to the
Short term employee benefits whichamount expected to be paid/recoveregcauisition or construction of qualifying
are payable within twelve months afterfrom the taxation authorities, using the2ssets, as defined in Accounting
the end of the period in which theapplicable tax rates and tax laws. ~ Standard 16 on Borrowing Costs, are
employees render service are measured The tax effect of the timing C@Pitalized as part of the cost of
at cost. differences that result between taxabl@cauisition. Other borrowing costs are
Long term employee benefitsincomeand accounting income and argXPensed as incurred.
(benefits which are payable after the endapable of reversal in one or moré) Operating Lease
of twelve months from the end of thesubsequent periods are recorded as a Operating Lease payments are
period in which the employees rendedeferred tax asset or deferred tax liabilifecognized as an expense in the Profit
service) and post employment benefitf¥hey 'are measured using | thek Loss Accounton a straight-line basis,
(benefits which are payable aftersubstantively enacted tax rates and ta¥hich is representative of the time
completion of employment) areregulations. pattern of the user’s benefit.
measured on a discounted basis by the  The carrying amount of deferred taxm) Stock based compensation
Projected Unit Credit Method on theassets at each balance sheet date is The compensation cost of stock
basis of annual third party actuariakeduced to the extent that it is no longe@ptions granted to employees is
valuation. reasonably certain that sufficient futurecalculated using the intrinsic value of
Contributions to provident fund, a taxable income will be available againsthe stock options. The compensation
defined contribution plan, are made inwhich the deferred tax asset can béxpense is amortized uniformly over the
accordance with the rules of the statuteealized. vesting period of the option.
and are recognized as expenses when Fringe Benefits Tax (FBT) payable ) Cash Flow Statement
employees have rendered servicender the provisions of section 115WC The Cash Flow Statement is
entitling them to the contributions.  of the Income Tax Act, 1961 is in prepared by the indirect method set out
Gratuity and leave encashmentccordance with the Guidance Note oin Accounting Standard 3 on Cash Flow
costs (defined benefit plans) areAccounting for Fringe Benefits Tax Statements and presents the cash flows
determined using the Projected Uniissued by the ICAI is regarded as amy operating, investing and financing
Credit Method with actuarial valuationsadditional income tax and consideredictivities of the Company.
being carried out by third party actuariesn determination of the profits for the Cash and cash equivalents presented
at each balance sheet date. year. Tax on distributed profits payablen the Cash Flow Statement consist of
Gratuity and leave encashmenin accordance with the provisions ofcash on hand and demand deposits with
benefit obligations recognized in thesection 115 O of the Income Tax Act,banks.
Balance Sheet represents the preseh®61 is in accordance with the Guidance) Contingent Liabilities
value of the obligation as adjusted fofNote on Accounting for Corporate Contingent Liabilities as defined in
past service cost and as reduced by tHaividend Tax regarded as a tax omaccounting Standard 29 on Provisions,
fair value of plan assets. Actuarial gainglistribution of profits and is not Contingent Liabilities and Contingent
and losses are recognized immediatelgonsidered in determination of theassets are disclosed by way of notes
in the profit and loss account. profits for the year. to the accounts. Provision is made if it
h) Foreign currency transactions j) Earnings Per Share becomes probable that an outflow of
Foreign currency transactions are The company reports basic anduture economic benefits will be
recorded at the exchange rateglluted Earnings Per Share (EPS) iiequired for an item previously dealt
prevailing on the date of the transactionaccordance with Accounting Standardvith as a contingent liability
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h - - Committee Foundation (IASC

T e O rg a_n I Z a_tl O n Foundation) was approved in its original
form by the erstwhile International

Stru Cture Of the IASC Accounting Standards Committee
(IASC) in the year 2000 and by the
members of the IASC at a meeting on

Foundation

- The erstwhile IASC Board had
Devarajan Swaminathan* Accountants (IFAC). The principle 555inted a nominating committee to

_ _ _ significance of the IASC was t0 5phqint the first Trustees. In execution
I FRS or The International Financialencourage national accountingy its duties the first trustees formed

Reporting Standards are thestandard setters around the world t@,q |nternational Accounting Standards
accounting standard norms thatmprove and harmonize nationalcgmmittee Foundation offGebruary
Companies globally have started taccounting standards. 2001.

adopt. India is committed to prepare its  The members of the IASC who were
financial statement based on IFRS fronp)rofessional Accountancy Bodies Ofthe erstwhile IASC and the present
2011 onwards. An attempt is made hergne world delegated the responsibility oS¢ Foundation. The members of the
to understand the DNA of thetothe |ASCBoard. The IASC Board wasiasc were the acrl:ounting bodies of the
Organization, namely the Internationakesponsible for all activities including yord who were also the members of
Accounting Standards Committeesiandard setting activity. The Standardg,e |FAC. The IASC Foundation does

Foundation or the IASC Foundation,adopted by the IASC Board were knowr}, o have such a relationship with these
which has taken on the responsibilityys rthe |nternational Accountingglobal accounting bodies.

to frame International Financial Standards (IAS). _ _
Reporting Standards and how India isy. 2 o ~ Foundation: The IASC Foundation is an

There is a key difference between

represented in this structure (at leas . independent not for profit private sector
till now). The constitution of the organization. Its Governance rests with
A . . International A ntin rds;
In writing this article references have Aretjiqtional Aggbunting Sfgneigrdsits 22 Trustees.
been heavily drawn from the 1ASB ORGANIZATION STRUCTURE
website www.iasb.org , IASC
Foundation Constitution and the bool FEE=ES advises
Appoirtrmonts |A5C

IFRS Practical Implementation Guide S
and Workbook — 2 Edition by Abbas Eroup
Ali Mirza, Magnus Orrell, Graham .J.
Holt, a John Wiley Publication.

The International Accounting
Standards Committee Foundation or th
IASC Foundation is the parent body o
the Organization.

A little back in History:

From 1973 untill 2001 the body in
charge was the International
Accounting Standards Committee
(IASC). IASC was created in 1973
between the professional accountanc
bodies in 9 countries and from the yea
1982 its membership comprised of all thi
accountancy bodies who were membe
of the International Federation of IFRS

Foundation

appoints reports
oversees
funds

*Devarajan Swaminathan & Co. Cost and high qua“ty' enforceable and g!obal
Management Accountants
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It receives funding in the form of process of getting the MoU signed The Trustees are initially appointed
donations from Organizations,between the Trustees and thdor a period of three years.
Accounting firms, Central Banks andMonitoring Board is already in process.  The trustees are, in addition to the

Capital Market Regulators amongst The monitoring board has thegovernance of the foundation,
others. The funding of the IASC gythority to participate in the processesponsible for the appointment of the
Foundation is based on four principlesgng the appointment of Trustees. It hamembers of the International
In its Annual Report of 2007, the the authority to overlook whether theAccounting Standards Board (IASB),
Foundation received funds oftrustees are discharging their duties ithe International Financial Reporting
approximately 11.28 Million Sterling accordance with the constitution. Thdnterpretation Committee (IFRIC) and
Pounds. 26 Countries contributed. Offrustees make an annual written repothe Standards Advisory Council (SAC).
these, 174,358 Sterling Pounds wa® the Monitoring Board. They also have the power to terminate
India’s contribution. Contributors from |jtially the Board comprise of non performing members of the above

India include the RBI, ICICI, Infosys, 1. A responsible member of theboard, committee and council.

Grasim Industries, Bharti Airtel, Tata European Commission. The International Accounting
Sons, Satyam Computers, L&T and RIL. ) . Standards Board (IASB):
bk A . The Chair of the IOSCO Emerging

It is interesting to note that = . .\~ : The IASB is responsible for all
International Accounting Firms arket - S . standard setting activities, including
contributed 3.24 Million Sterling 3 The Chair of the I0SCQ Technical, development and adoption of IFRS.
Pounds approximately 28% of the Total ~ Committee The IASB comprises of 14 members that
Funding received by the Foundation4. The Commissioner of Japani ig pe increased to 16 members. The
Firms included PWC, Deloitte, E&Y, Financial Services Agency members of the Board are a mix of
KPMG, Grant Thornton, BDO and 5/ The Chairman of the United Stateractical experience in standards
Mazars. Securities Exchange Commissiorsetting process, or as a user, or

The governance structure within | and accounting, academia or from the
IASC Foundation comprises its keyg —As an observer, the Chairman of th@reparer community. The Trustees
parts namely: Basel Committee on Banking appoint the members of the Board.
1. The Monitoring Board Supervision The present distribution of the
2. The Trustees India.as is apparent is notrepresenteBoard is 6 members from Europe
3. The International Accounting ©" the Monitoring Board. (although the constitution provides for

Standards Board (lASB) The Trustees: 4), 4 Members from Asia Oceanikhe

4. The International Financial The Trustees of the IASC ;:onstliat\u_tior(; provide35 oL 4bmerfnbers
Reporting Interpretation CommitteeFoundation are responsible for its'o™ ASia Ecani; 3 members i
(FRIC) Governance including funding. TheNOrth America glthough the

. . _Trustees are publically accountable t&OnStitution provides for)} 1 from
5. The Standards Advisory Council,, Monitoring Board of the capital South Africa the constitution provides

(SAC) N Tkerauihore for 1 member from Afrigaand 1 from

The Monitoring Board: According to the present trusteeBrazn (the constitution provides for 1

Although the governance of thedistribution, the Trustees comprise of "eMPer from Latin AmerigaThat takes

IASC Foundations rests with the22 individuals. 6 Trustees have beef'e tally to 15 members.

Trustees, the Monitoring Board playsappointed from the Asia Oceanic The constitution also makes it
a pivotal role as the crucial link betweerregion, 6 Trustees have been appointeaimply clear that the work of the IASB
the Trustees and the Public Authoritiesrom North America, 8 Trustees havewill not be invalidated by its failure at
that have generally overseenbeen appointed from Europdthough any time not to have representation in
accounting standard setters. This linkhe constitution has provided only foraccordance with the geographical
between the Trustees and thé from Europg 1 Trustee from Brazil allocation laid down in the constitution.
Monitoring Board is established by wayand 1 Trustee from South AfricaMembers of the IASB are appointed for
of a Memorandum of Understanding(although the constitution provides fora term of up to 5 years, renewable once.

(MoU). Such a MoU will be made 4 from other regions Mr. Prabhakar Kalavarcherla is a
available to the public. A draft of the India is represented by Mr. Mohandasmember of the ICAI so can be said to
MoU is available on www.iasb.org. ThePai of Infosys. represent India.
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At the time the IASC Foundation renewable period of three years. Nanore members. No geographical
was constituted first, the IASB adopted specific geographical allocations haveallocations have been specified.
all IAS issued by the erstwhile IASC. been spelt out in the constitution. Members appointed on the council
The existing IAS continues to be Going by the profile of the existing would represent a wide group of
operative till the extent it has not been members that comprise the IFRIC it isorganizations and individuals who are
amended or withdrawn by the IASB. apparent that the committee does naffected by or with an interest in
New standards issued by the IASB arehave representations from India.  international financial reporting.

called the IFRS. Collectively IFRS 1y constitution provides that the  Conclusion: With so many
includes both IAS and IFRS. Trustees, as they deem necessargrganizations, institutions, individuals,
The International Financial Reporting  appoint non voting observerscountries that are participating in this
Interpretation Committee (IFRIC): representatives of the regulatoryexercise of creating an Organization that

The interpretative body of the IASC authorities who shall have the right towill eventually issue Reporting
Foundation is IFRIC. It is responsible attend and speak at the meetingstandards that will be adopted globally,
for developing guidance on the Accordingly, IOSCO (International it remains to be seen how the various
interpretations of the application of both Organization  of  Securities committees, councils, trustees steer
the IAS and IFRS. Such guidance onCommission) and Europeanaway from the political pushes /
interpretation would be on financial Commission are presently thecompulsions to have a high quality
reporting issues not specifically dealt Observers. standards drafted and issued. The ISAC
with in the IAS and IFRS. It would also Standards Advisory Council (SAC):  Foundation has a Conflict of Interest
be on _those i_ssues V\_/here ther_e are The members of the SAC arePolicy in place but the same was not
conflicting or divergent interpretations gppointed by the Trustees. Theavailable on their website for download
in the absence of an authoritative gpjective of the SAC is to advice theand for me to include it here. India has
guidance. IASB on agenda decisions andto increase its participation in the entire

IFRIC comprises of 14 members priorities. The constitution provides process to ensure that its interest is
appointed by the Trustees for athatthe council may comprise of 30 oraddressed appropriatedy.

& AT THE HELM b

We are pleased to inform that the American Accounting Association has selected gminent
academician and Cost Accountant of repute, Dr. Bhabatosh Banerjee as the npminee
for the August post of International Council Member-at-Large for the year 2009-2010.
We pray for Dr. Banerjee’s success in the election and wish him all the succes$ in his
future endeavours.

J

S ([

PRIDE OF THE PROFESSION )

Shri Chandan Choudhuri has assumed charge as Director (Finance) of Bridge
Co. (India) Ltd. with effect from 22nd November, 2008. Prior to joining in the Bri
- e & Roof Co. (India) Limited, he worked as Director (Finance) of Jute Corporatic
India Limited from January, 2005. Shri Choudhury is a qualified Cost accountant
1976 batch and has served various organizations in Public & Private Sectors
; ¥ | includes Grindlays Bank Limited (presently Standard & Chartered Bank), Steel Aut
L | of India Limited, Andrew Yule & Co. Limited and Bharat Heavy Electricals Limite
name a few.

_

7z
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2 . 2 Certificate with having a Unique
E'Stam pl n g C EaS I eSt & Identification No (UNI). The client along
with this e-Stamping Certificate
FaSteSt method Of approaches the respective Sub-
Registrar to register his transaction/
document. The  transaction/

P aym e nt Of Stam p D u ty documentation becomes complete after

the Sub Registrar locks the e-Stamp

Certificate.
Prakash S Mutha* o :
With this e-Stamping system, the
Introduction of various legal documents where th|ient can always online verify the

of Stamp Papers which hadmaintains the Database electronicallypn websitewww.shcilstamp.com and

resulted in incurring huge hugeinstead of Physical Stamping ofneed not worry about standing in queue
losses of revenue to State Governmengocuments which could be fake, forgechny more.
To prevent such scams and also af’ duplicate etc. _Thus this system BRCR e-Stamping system is a
related malpractices, Government hagecured electronic way of Stamping %ighly sophisticated and internet based
come out the fantastic and foolproof!l legal documents. Sooner or later, thig ) erized system where information
idea of E-Stamping. system no doubt, shall replace thegq ity is in the top priority. In view of

In today’s era there is tremendoud SSENtSystem of purchase/franking Ofis the entire system is designed and

success to electronic procedures dugtamp Papers. developed with having a state of art
to availability of high tech facilities. To | E-Stampingis expected to ensure theechnology especially with the security
name a few, everybody is aware of ghundred percent transparencies besidésature and which has been rigorously
mails, E-trades, E-commerce, E-ticketingnding all related malpractices and is @ested and approved by the Govt.
by Railways & Airlines, Demateria- St€p forward making the Govt. moreFurther more this system is not restricted
lization of Shares and Internet Bankindnformative technology oriented. Itto any fixed denomination but is
etc etc. On similar concepts and witivould provide a reliable system ofdesigned to print out the Certificate of
the help of high tech facilities available documentation and help in the retrievahny denominations, starting from Rupee
Government has come out the EOf particulars as and when required. 1/-.
Stamping method of paying Stamp Duty. Thus E-Stamping facilitates Inview of foregoing, this system is
Without raising any doubt, | am sureconvenience, safety and security, timéamperproof, readily available, user
this will also be proved to be verysaving and preventing from allfriendly and has facilities like on-line
successful method in due coarse of timmalpractices at the same time a veryerification and availability in any
on line with other e-services, alreadysimple method of payment of Stamprequired denomination.

Everybody is aware of Telgi ScamCentral Record Keeping Agencyaythenticity of the e-Stamp Certificate

introduced. Duty to Govt. by a common man. However, for cancellation of e-
What is E-Stamping How does the E-Stamping system Stamping Certificate, one has to contact
E-Stamping is the simple but fastVork? the competent authority in the Stamp

process whereby the Non-judicial E-stamping system is a very simple2ffice appointed by the State Gowvt.
Stamp Papers (NJSP) can bene. The client approaches the E-Stamping System enables Govt. to
electronically purchased for makingauthorized e-Stamping centre andollect the revenues from sale of stamp
Stamp Duty payment, required forobtains the e-Stamping Applicationpapers quickly. It also facilitates Audit
various legal purposes, to theForm. Then he fills the sametrails, MIS Reports, Verification of
Government. This is a very welcomeappropriately and submits it along withCertificates, Retrieval whenever
step to the smart new age system dhe payment across the counter. Aftenecessary etc.

purchase and payment of Stamp Dutgetting the requisite application form,| st of documents in general, which can
to the Government, for registeringduly filled up along with the payment, pe registered with e-Stamping System:
various legal documents. the officer at the centre verifies theg All Sale/Purchase/Conveyance

E-Stamping is nothing but the details with the client and keys-in the Agreements/Deeds.

internet and computer based stampinf€cessary entries in the e-Stampin
system. Then the e-Stamping syste Lease/Mortgage Agreements

Cost Accountant, Nasik. generates and prints an e-Stampin8 Partition/Re-conveyance/Renewals
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Benefits of E-Stamping System:

/ Releases/Settlement/Decree MoS# Stamp Certificate generated has &ole of CRA

MoU Unique Identification No.(UNI). SHCIL i.e. the sole CRA will be
Trust Documents e Stamp Certificate of exact resp8n|5|ble fO(fj user reglstratign, imp”
. . ; inati st balance, administration and overa
Affidavits/indemnity Bond/Partner-  denomination can be purchased. N& . . - :
B problem of any denomination. e-Stamping application operation and

ship Deeds/Divorce . = maintenance.
PoA- SPA/GPA etc etc. ® Any time availability. E-StampingC AR

° AvoidinguEillI besides All the branches of SHCIL situated

| substantial Time Saving. ! . X
This system has emerged out a at various locations across India shall

WIN-WIN Situation to both, the Govt. © N° A | Tanking he acting as an authorized e-Stamping
& the Public. service charges levied by banks. Centre in that particular location,

Benefits to the Government

Benefits to the Purchaser

Centralized Data base generated. CEH'TIFIED

e Need not carry original documentswherever this scheme is approved and

as is required for franking. implemented by the respective State
A Check on circulation of fake/ ! Govt.
i entral Record Keeping Agency X
forged/duplicate Stamp Papers an CRA) The Nasik Branch of The Stock
to prevent the loss of revenue from Holding Corporation of India Ltd

sale of such stamp papers, if any. _11€ Union Govt. has appointed thq,c5ted  above Bafna Jewelers,
Stock Holding Corporation of India Ltd Sharanpur Road, Nasik has been

( SHCIL) to act as the Central Recorcyppointed as an authorized e-Stamping

\ [ Keeping Agency (CRA) for E-StampingCentre. Interested persons can
Fast collection of revenue in theProject. So far, SHCIL is the only CRAapproach them for any additional

treasury. appointed by the Union Govt. enquiry on 2571535/2571869.
Saving in cost of printing and
handling/distribution of stamp
papers.

Facilitates Audit trails, MIS Reports,
Verification and Retrieval whenever
necessary.

Ensuring hundred percent
Transparencies.

~1 ] CENTRE FOR
(CFM

FINANCIAL MANAGEMENT ®

Offers a One Year Distance Leaming Programme

i

Ending scope for malpractices. | FINANCIAL MANA GER.x; .

Building reliable system of =
documentation. C"?’N : ENTS“ _ ‘

. i . . « Yaluation Concepts & Investment Analysis
Maintains Information security. 3 . i , :

| * Portfolic Management & Froject Appraisal

Secured and safer electronic Ireasury & Forex Mananemen
ayment gateway to the Govt * TiaBeung & FOmK-Managemnem
b ] - * Corporate Valuation & Value Creation
Can easily cope up with the !
increased volume thereby can get F'rn:-g ramme Director

increased revenue. | DI‘.PHASAM MA C HAHDHA

-

Easy and convenient accessibility

besides speed RIS ICWiAs, CAs, CSs, MBAs, PGDBAs,CAIIBs &
No_fear of buying fake/forged/ | students pursuing these courses
duplicate Stamp Paper. . b o
Stamp Cetrtificate generated is tamper FEES : Rs.12000 LAST DATE : JULY 31,2009
proof.
Authenticity of the Certificate is FOR PROSPECTUS & REGISTRATION
checked through its enquiry Visit us at: www.cfm-india.com, Email: infoi@cfm-india.com
module. DED 2659 T4, BRASZ 32705

566 the management accountant, July, 2009



GLOBAL FINANCIAL TRAINING

e ———————————

ri100

WEDUCATION -

Balance sheet is no more a balance sheet...!l
Less than 270 days left to get prepared for this massive change.
|  Meost thevough diploma in IFRS available till date

AT TTHFLY TH S,
Deir IFRE E.l'lplif:rﬂ Frar ndis & Eq.lr\upe frclrdes:
| = Kaiily Bye (Ex-FPWC Trowming Adenmager, LK)
= 0.8 Rawal (Austhor of Taxaeann)
« Jakinder Batra (ACCH, LK)

Inlemational Financial Reporting slandards

* Yagnesh Desal (F.C.4, CFA USA)

= iR, Mambiar [Chanened Accoumtan]

Diploma From ACCA (UK)

Eligibility:
B.Com and abowe + Two years experiance in Accounting Fleid
CA CE ICWA M.COM, MBA Financo

Cwiration: 4-G Months

Bisk » Earm the Highesl Accounting Credental of LESA

Carlifiad Public Accounland [LISA]

» Gl Racrated by MMCe and Top Financel Firms
« TP i hi slatuiory 18 of gqualifed sccountants in LSS
Bisk Stusdy Matarial has halpad more than 140,000

Candidatas warldwida

Eligibllity: B.Cam, M.Com, CA. CS, ICWA, MBA Finance Diuration: 4 Months

mividrars & Corporate wiio eve aiiented our raiving rograms Mmolinde;
« Reliance « NTPC + OLF+* HSBC= SAIL+ Unitesd Cialors of Benalion = Coll Techinology « IRCON » CHWC Lig, « Dassaull
Systam + Mic Kinsey * Mesrlor Graphics = Dy, Wilmer Schwabe « Ciana India « Funj Lioyd « Manroland

Live viFual classes in more than 240 localions across 105 cilf e available for IERS across lndia
"Admissions open for the above programs (3008 July batch)®

DELMI ¢ i [ 1 LT 1I00280F MUMB A
BANGALQORE ¥ &¢ PUNE

CHENNAT & ' ENl HYDERAHAD I EOLKATA A

e Office: PIRGH Ed
: Call [

the management accountant, July, 2009 567



Legal Updates

SEBI

DEPUTY GENERAL MANAGERJNVESTMENT MANAGEMENT DEPARTMENT

SEBI/IMD/CIR No. 1/ 165935 / 2009 date: June 9, 2009

All Mutual Funds, Asset Management Companies (AMCS)

and Association of Mutual Funds in India (AMFI)

Sir/ Madam

Sub: Guidelines for Investment by Mutual Funds in Indian Depository Receipts (IDRs) and copies of gazette notifications
dated April 8, 2009 and June 5, 2009

1. Interms of regulation 43(1) of SEBI (Mutual Funds) Regulations 1996 (the Regulations), mutual funds are permitted
to invest in securities. It is hereby clarified that mutual funds can invest in Indian Depository Receipts [Indian
Depository Receipts as defined in Companies (Issue of Indian Depository Receipts) Rules, 2004] subject to compliance
with SEBI (Mutual Funds) Regulations 1996 and guidelines issued thereunder, specifically investment restrictions as
specified in the Seventh Schedule of the Regulations.

2. Further, find enclosed a copy of the gazette notification No. and No. pertaining to SEBI (Mutual Funds) (Amendment)
Regulations 2009 for your information and implementation.

This circular is issued in exercise of powers conferred under Section 11 (1) of the Securities and Exchange Board of
India Act, 1992, read with the provisions of Regulation 77 of the SEBI (Mutual Funds) Regulations, 1996, to protect
the interests of investors in securities and to promote the development of, and to regulate the securities market.

Yours faithfully,
Ruchi Chojer
SECURITIES AND EXCHANGE BOARD OF INDIA (DELISTING OF EQUITY SHARES) REGULATIONS, 2009

No. LAD-NRO/GN/2008-2009/09/165992n exercise of the powers conferred by section 31 read with section 21A of the
Securities Contracts (Regulation) Act, 1956 (42 of 1956), section 30, sub-section (1) of section 11 and sub-section (2) of
section 11A of the Securities and Exchange Board of India Act, 1992 (15 of 1992), the Board hereby makes the above said
regulations.

The details of these regulations are available on the website of SEBI i.e. www.sebi.nic.in

DEPUTY GENERAL MANAGER, INVESTMENT MANAGEMENT DEPARTMENT

SEBI/IMD/ CIR No. 2/166256/ 2009 date: June 12, 2009

All Mutual Funds, Asset Management Companies (AMCs) and Association of Mutual Funds in India (AMFI)
Sir/ Madam

Sub: Valuation of debt securities by Mutual Funds

Please refer to SEBI Circulars No. MFD/CIR/8/92/2000 dated September 18, 2000, MFD/CIR No. 14/442/2002 dated February
20, 2002 and SEBI/IMD/CIR No. 9/08 dated October 18, 2008.

With a view to ensure that the value of debt securities reflects the current market scenario in calculation of net asset value,
it has been decided that discretionary mark up and mark down shall be brought to the level as detailed in SEBI Circulars No.
MFD/CIR/8/92/2000 dated September 18, 2000 and MFD/CIR No. 14/442/2002 dated February 20, 2002.

Accordingly, the discretionary mark up and mark down will be as under:
a. In case of rated debt securities

Category Current (as per Circular Proposed
dated October 18, 2008)
+ - + -
Rated instruments with duration |500 bps 150 bps 100 bps 50 bps
upto 2 years
Rated instruments with duration (400 bps 100 bps 75 bps 25 bps

over 2 years
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b. In case of unrated debt securities

Category Current (as per Circular Proposed
dated October 18,2008)

Unrated instruments with durationDiscretionary discount of upto/Discretionary discount of upto +50 bps
upto 2 years +450 bps over and above over and above mandatory discount of
mandatory discount of +50 bps-50 bps

Unrated instruments with durationDiscretionary discount of upto|Discretionary discount of upto +50 bps
over 2 years +375 bps over and above over and above mandatory discount|of
mandatory discount of +25 bps-25 bps

Further, it has been decided that

> For valuation of securities purchased after the issuance of circular, the discretionary mark up or down limit, as detailed
above, should be applied.

> For cases where on the date of this circular, the increased discretionary mark up or down limit is being used, it should be
brought back to the proposed levels as detailed above within a period of two months.

> Chief Executive Officer (whatever his designation may be) of the Asset Management Company shall give prior approval
to the use of discretionary mark up or down limit.

This circular is issued in exercise of powers conferred under Section 11 (1) of the Securities and Exchange Board of India Act,
1992, read with the provisions of Regulation 77 of the SEBI (Mutual Funds) Regulations, 1996, to protect the interests of
investors in securities and to promote the development of, and to regulate the securities market.

Yours faithfully,
Ruchi Chojer

RBI/2008-09/485

DBOD.BP.BC. N0.134 /21.06.001/2008-09 May 26, 2009
The Chairman and Managing Directors/

Chief Executive Officers

All Scheduled Commercial Banks

(Excluding RRBs and LABS)

Dear Sir,
Capital Adequacy Norms for Banks’ Exposures to.Central Counterparties(CCPS)

Please refer to our Master Circular — Prudential Guidelines on Capital Adequacy and Market Discipline — Implementation of
New Capital Adequacy Framework No. RBI/ 2008-09 /68.DBOD.No. BP.BC. 11 /21.06.001/2008-09 dated July 1, 2008.

2. Banks have been exposed to CCPs attached to stock exchanges while settling contracts like currency futures and interes
rate futures. The Clearing Corporation of India Limited (CCIL) has also been acting as a Central Counter Party (CCP) for
banks in various segments of the financial markets.

In terms of para 5.15.3 (iv) (b) of the Master Circular, the instruments traded on futures and options exchanges which are
subject to daily mark-to-market and margin payments are exempted from the capital requirements

3. As indicated in paragraph 146 (extract reproduced in Annex) of the Annual Policy Statement for the year 2009-10, released
on April 21, 2009, the revised norms for capital adequacy treatment of banks’ various types of credit risk exposures to the
CCPs will be as under:

i. The exposures to CCPs on account of derivatives trading and securities financing transactions ( e.g. CBLOs, Repos)
outstanding against them, will be assigned zero exposure value for counterparty credit risk, as it is presumed that the CCPs’
exposures to their counterparties are fully collateralised on a daily basis, thereby providing protection for the CRls credit r
exposures.

ii. The deposits/collaterals kept by banks with the CCPs will attract risk weights appropriate to the nature of the CCP. In the
case of CCIL, the risk weight will be 20 per cent and for other CCPs, it will be according to the ratings assigned to these
entities as per the New Capital Adequacy Framework.

4. The above prescriptions about the adequacy of margin, quality of collateral and risk manag ement systems of the clearing
house/CCP will be reviewed after one year.
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5. All existing exposure limits, such as gap limits for forex exposures, PV01 limits for interest rate risk exposures which are
applicable for OTC derivatives exposures of banks will continue to apply for exchange traded transactions as well.

Yours faithfully,
(P.Vijaya Bhaskar)
Chief General Manager

RBI/2008-09/491

DNBS (PD) CC.No. 141 /03.10.001/2008-09 June 4, 2009
All Non-Deposit taking Non-Banking Finance Companies
Dear Sirs,

Applicability of NBFCs-ND-SI regulations

In terms of circulaDNBS (RID) C.C. No. 57/02.05.15/2005-06 dated September 6, 2005, all NBFCs with assets size of Rs 100
crore and above, and not accepting / holding public deposits were required to submit a Monthly Return on Important
Financial Parameters to the Regional Office under whose jurisdiction the company is located. Further, in terms of “Non-
Banking Financial (Non-Deposit Accepting or Holding) Companies Prudential Norms (Reserve Bank) Directions, 2007” as
amended from time to time, systemically important non-deposit taking non-banking financial companies are required to
comply with, inter alia, capital adequacy, credit concentration and disclosure norms along with reporting requirements.
‘Systemically important non-deposit taking non-banking financial company’(NBFC-ND-SI) as defined in Para 2(xix) of the
said Directions means a non banking financial company not accepting/holding public deposits and having total assets of Rs
100 crore and above as shown in the last audited balance sheet.

2. A non-deposit taking NBFC with an assetsize of less than Rs. 100 crore as on balance sheet date might subsequently ad
on assets before the next balance sheet'date due to several reasons including business expansion plan. It is clarified the
once an NBFC reaches an asset size of Rs. 100 crore or above, it shallcome under the regulatory requirement for NBFCs-ND-
Sl as stated above, despite not having-such assets as on the date ‘of last balance sheet.

3. Therefore, itis advised that all such non-deposit taking NBFCs may comply with RBI regulations issued to NBFC-ND-SI
from time to time, as and when they attain an asset size of Rs. 100 crore, irrespective of the date on which sucheikze is attai

4. ltis further observed that in a dynamic environment, the asset size of a company can fall below Rs 100 crore in a given
month, which may be due to temporary fluctuations and not due to actual downsizing. It is clarified that in such a case the
company may continue to submit the Monthly return on Important Financial Parameters to Reserve Bank of India and to
comply with the extant directions as applicable to NBFC-ND-SI, till the submission of their next audited balance sheet to
Reserve Bank of India and a specific dispensation is received from the Bank in this regard.

Yours sincerely,
(P. Krishnamurthy)

Chief General Manager-in-Charge

RBI/2008-2009/488 DBOD.No.DIR.BC.136/13.03.00/2008-09 date: May 29, 2009
All Scheduled Commercial Banks (Excluding RRBs)

Dear Sir,

Issue of Guarantees by banks

It is observed that, of late, certain banks, in terms of paragraph 2.4.2.3 (a) of the Master circular RBI/2008-09/79
DBOD.No.Dir.BC.18/13.03.00/2008-09 dated July 1, 2008 (extract attached), have been issuing guarantees on behalf of corporate
entities in respect of non-convertible debentures issued by such entities. It is clarified that the extant instructiaomg apply o

to loans and not to bonds or debt instruments. Guarantees by the banking system for a corporate bond or any debt
instrument not only have significant systemic implications but also impede the development of a genuine corporate debt
market.

2. Banks are advised to strictly comply with the extant regulations and in particular, not to provide guarantees or equivalent
commitments for issuance of bonds or debt instruments of any kind.

Yours faithfully,
(P. Vijaya Bhaskar)
Chief General Manager
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Extract of Master Circular RBI/2008-09/79 DBOD.No.Dir.BC.18/13.03.00/2008-09 dated July 1, 2008

2.4.2.3 (a) Banks may issue guarantees favouring other banks/ Fls/ other lending agencies for the loans extended by the
latter, subject to strict compliance with the following conditions. i. The Board of Directors should reckon the integrity/
robustness of the bank’s risk management systems and, accordingly, put in place a well-laid out policy in this regard. The
Board approved policy should, among others, address the following issues:

1. Prudential limits, linked to bank’s Tier | capital, up to which guarantees favouring other banks/Fls/other lending agencies
may be issued

2. Nature and extent of security and margins
3. Delegation of powers

4. Reporting system

5. Periodical reviews

ii. The guarantee shall be extended only in respect of borrower constituents and to enable them to avail of additional credit
facility from other banks/Fls/lending agencies. iii. The guaranteeing bank should assume a funded exposure of at least 10%
of the exposure guaranteed. iv. Banks should not extend guarantees or letters of comfort in favour of overseas lenders
including those assignable to overseas lenders. However, AD banks may also be guided by the provisions contained in
Notification No. FEMA 8/2000-RB dated May 3, 2000. v. The guarantee issued by the bank will be an exposure on the
borrowing entity on whose behalf the guarantee has been issued and will attract appropriate risk weight, as per the extant
guidelines. vi. Banks should ensure compliance with the recommendations of the Ghosh Committee and other internal
requirements relating to issue of guarantees, to obviate the possibility of frauds in this area.

RPCD.CO.RF.BC.No. 112 /07.37.02/2008-09 June 3, 2009

All State Co-operative Banks (StCBs) and
District Central Co-operative Banks (DCCBS)

Dear Sir,
Valuation of properties - Empanelment of Valuers

It has been observed that different banks follow different policies for valuation of properties and appointment of valuers for
the purpose. The issue of correct and'realistic valuation of fixed assets owned by banks and that accepted by them as
collateral for a sizable portion of their advances portfolio assumes significance in view of its implications for correct
measurement of capital adequacy position of banks. In this context, there is a need for putting in place a system / procedure
for realistic valuation of fixed assets and also for empanelment of valuers for the purpose.

2. Banks may be guided by the following aspects while formulating a policy on valuation of properties and appointment of
valuers:

(a)Policy for valuation of properties

i) Banks should have a Board approved policy in place for valuation of properties including collaterals accepted for their
exposures.

i) The valuation should be done by professionally qualified independent valuers i.e. the valuer should not have a direct or
indirect interest.

iii) The banks should obtain minimum two Independent Valuation Reports for properties valued at Rs.50 crore or above.
(b) Revaluation of bank’s own properties

In addition to the above, the banks may keep the following aspects in view while formulating policy for revaluation of their
own properties.

i) The extant guidelines on Capital Adequacy permit banks to include revaluation reserves at a discount of 55% as a part of
Tier 1l Capital. In view of this, it is necessary that revaluation reserves represent true appreciation in the mark#éieralue of
properties and banks have in place a comprehensive policy for revaluation of fixed assets owned by them. Such a policy
should inter alia cover procedure for identification of assets for revaluation, maintenance of separate set of records for such
assets, the frequency of revaluation, depreciation policy for such assets, policy for sale of such revalued assets etc.

i) As the revaluation should reflect the change in the fair value of the fixed asset, the frequency of revaluation should be
determined based on the observed volatility in the prices of the assets in the past. Further, any change in the method of
depreciation should reflect the change in the expected pattern of consumption of the future economic benefits of the assets.
The banks should adhere to these principles meticulously while changing the frequency of revaluation / method of
depreciation.
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(c) Policy for Empanelment of Independent valuers

i) Banks should have a procedure for empanelment of professional valuers and maintain a register of ‘approved list of
valuers’.

if) Banks may prescribe a minimum qualification for empanelment of valuers. Different qualifications may be prescribed for
different classes of assets (e.g. land and building, plant and machinery, agricultural land, etc.). While prescribing the
qualification, banks may take into consideration the qualifications prescribed under Section 34AB (Rule 8A) of the Wealth
Tax Act, 1957.

3. Banks may also be guided by the relevant Accounting Standard issued by the Institute of Chartered Accountants of India.
4. Please acknowledge receipt to the Regional Office concerned of Reserve Bank of India.
Yours faithfully,

(B P Vijayendra)
Chief General Manager

RBI/2008-09/494

DNBS.PD/ CC.No. 142 / 03.05.002 /2008-09 June 9, 2009
AlINBFCs

Dear Sir,

Accounting for taxes on income- Accounting Standard 22- Treatment of deferred tax assets (DTA) and deferred tax
liabilities (DTL) for computation of capital

NBFCs were advised vid@NBS (PD) C.C. No. 124/ 03.05.002/ 2008-09 dated July 31, 2008 that in terms of Accounting
Standard 22, the tax effects of timing differences are included in the tax expense in the statement of profit and losd as defer
tax assets (DTA) (subject to the consideration of prudence) or as deferred tax liabilities (DTL) in the balance sheet.

Further that the balance in DTL account will not be eligible for inclusion in Tier | or Tier Il capital for capital adequacy
purpose and that DTA being an intangible asset, should be deducted from Tier | Capital.

2. In this connection it is further clarified that

a) DTL created by debit to opening balance of Revenue Reserves or to Profit and Loss Account for the current year
should be included under ‘others’ of “Other Liabilities and Provisions.”

b) DTA created by credit to opening balance of Revenue Reserves or to Profit and Loss account for the current year
should be included under item ‘others’ of “Other Assets.”

¢) Intangible assets and losses in the current period and those brought forward from previous periods should be
deducted from Tier | capital.

d) DTA computed as under should be deducted from Tier | capital:
(i) DTA associated with accumulated losses; and

(ilThe DTA (excluding DTA associated with accumulated losses) net of DTL. Where the DTL is in excess of the DTA
(excluding DTA associated with accumulated losses), the excess shall neither be adjusted against item (i) nor added to Tier
| capital.”

3. NBFCs shall comply with all instructions as above and also contained in the circular dated July 31, 2008 in this regard
meticulously.

Yours sincerely

(P Krishnamurthy)
Chief General Manager-In-Charge

RBI1/2008-09/484

DBOD. No. BP. BC. 135/21.04.012/2008-09 May 26, 2009
The Chairman/CMD /MD /CEO
All Scheduled Commercial Banks (excluding RRBs)

Dear Sir,
Relaxation to trade and industry in the state of Jammu and Kashmir
Please refer to our circular DBOD.No.BP.BC.89/21.04.012/2007-2008 dated June 03, 2008 extending the period of concessions/
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credit relaxations to borrowers / customers in Jammu and Kashmir up to 31 March 2009. It has been decided that the
concessions/credit relaxations to borrowers/customers in the State of Jammu & Kashmir, as laid down in our Circular No.
DBOD.No.BP.BC.77/21.04.012/2003-2004 dated April 21, 2004, will continue to be operative for a further period of one year,
i.e., up to March 31, 2010.

2. Suitable instructions may please be issued to your controlling / branch offices in this regard.

Yours faithfully,

(P. Vijaya Bhaskar)
Chief General Manager

RBI/2008-09/484

DBOD. No. BP. BC. 135/21.04.012/2008-09 May 26, 2009

The Chairman/CMD /MD /CEO

All Scheduled Commercial Banks (excluding RRBs)

Dear Sir,

Relaxation to trade and industry in the state of Jammu and Kashmir

Please refer to our circular DBOD.No.BP.BC.89/21.04.012/2007-2008 dated June 03, 2008 extending the period of concessions/
credit relaxations to borrowers / customers in Jammu and Kashmir up to 31 March 2009. It has been decided that the
concessions/credit relaxations to borrowers/customers in the State of Jammu & Kashmir, as laid down in our Circular No.
DBOD.No.BP.BC.77/21.04.012/2003-2004 dated April 21, 2004, will continue to be operative for a further period of one year,
i.e., up to March 31, 2010.

2. Suitable instructions may please be issued to your controlling / branch offices in this regard.

Yours faithfully,

(P. Vijaya Bhaskar)

Chief General Manager

RBI/2008-09/504

RPCD.CO.RRB.BC No. 13705/03.05.90-A/2008-09 June 18, 2009
All Regional Rural Banks

Dear Sir,
“Controlling Office” renamed as “Regional Office”- RRBs

Please refer tparagraph 2 an@.3 of our Master Circular on Branch Licensing - Regional Rural Banks (RRBS)
RPCD.CO.RRB.No.BL.BC.07/03.05.90-A/2008-09 (RBI/2008-09/36) July 1, 2008 read with Gfe@Bx CO. RRB. BC. No.
101/03.05.90-A/ 2008-09 dated May 4, 2009, on the captioned subject.

2. We have been receiving queries from certain sponsor banks as to whether RRBs can convert their “Area Offices” into
“Regional Offices”.

3. It is clarified that “Controlling Office”, for all purposes, includes “Area Office”, and the instructions contained in our
circular dated May 4, 2009 are applicable to “Area Office” also. Accordingly, the words “Controlling Offices/ Area Offices”
referred in paragraph 2 and 2.3 of our aforesaid Master Circular may be replaced by the words “Regional Offices”.

4. Please acknowledge receipt to our Regional Office concerned.

Yours faithfully,

(B.P.Vijayendra)
Chief General Manager

Central Board of Direct Taxes

NEW TDS AND TCS PAYMENT AND INFORMATION REPORTING SYSTEM- NOTIFICATION NO. 858(E), DATED
25hMARCH, 2009 PUBLISHED IN OFFICIAL GAZETTE

CIRCULAR NO. 02/2009, DATED 21-5-2009
The details are available on the website of the department i.e. www.incometaxindia.nic.in
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Cost Management in Local Bodies

. rules and practices followed by the
L O Ca,l B O dy an d ItS Local Bodies in India, while thi®urth
part gives an elaborative structure of
m an ag e m e nt Of COStS e cost accounting. measurement system
that can be applied to their activity and
utility services and théfth part gives

A pOIICy Fram ework some  suggestion for its

implementations.

This paper aims at understanding the importance of local body in Indig:\n overview

development process and highlights on the way how it can ensure best sergi¢ethe concept

to each citizen of its area by implementing a transparent expenditure managemeft,e term “local Bodies” refers to
system within it. Development in the country through performance activityQfn institutions of Government which
Local Body can not be ensured without proper application of a regulatcwrry on the local affairs Viz |

mechanism. A structured cost management system is the kind of regulation vétighorations, Municipalities, Notified

is ideal in providing methods for utilizing resources, ensuring best serviceg gy committees, Town Area
lowest cost and endowment for a vibrant local government. Committees, District Boards,

Panchayats etd@hey are the local self-

1 *
Biswanath Das Government at the third tier of

Dr. Sutapa Das (Dhar)** governance in administrative and
: ' | geographical vicinityEntry 5 of List |1
1. Introduction costs to realize the basic needs of thEState List) of the Seventh Schedule to

accountable to local citizens And tofulfill the NeGP objectivesiit has ,,gjes as institutions created by State
and are more appropriate todecome urgent for Government of Indigyoyernments.
local needs and preferences. Thes® formulate various policies that ensure The Republic of India along with its
institutions are meant for grass roofMiNimum leakage and cost effective, o ... "~ 047 Lnion territories
level planning and implementation of adeployment of local resources. comprises of 3723 urban local bodies
number of utility serviceS'he Eleventh With the continuous growth of 504 237824 rural local bodies.
Five Year Plan (2007-12) of India population and increased need oftaple1).These local governments are
reiterates the objective of removal ofamenities, the Panchayats and Urbaghown as Panchayats in rural areas and
regional imbalance through Local Bodies (ULBs) face heavier mynicipal corporations, municipalities
participatory planning process at thedemands for the provision of a host ogng nagar panchayats in urban areas
grass root level§llR,2008)Accordingly  necessary public services and need 5 structure
it has become pivotal to theaccepttwoimportant steps— utilize the™
development plans to promote thesexisting funds appropriately along with 1 he form and structure of the local
institutions as a way to foster both locathe objectives of mobilizing their own S€!f government in India since post
democracy & development with resources and reduce the expendituf@d€pendence is based on Lord Ripon's
effectiveness & inclusiveness. on major items through analyzing theReselution on local self government
o te Pimay obfcive o th Ul cost of cach items of 206180 1) 1062, The e,
National eGovernance Plan (NeGP) thegxpenditure.

s essentially the same till now, although
has been approved by the Government And these two objectives can beproblems and areas of servicee TR
of India in May 2006 was ttmake all achieved through introduction of avastly increased. Since Independence
government services accessible to theystematic costing system within eachsi i Governments of India has been
common man in his locality, throughoutlocal body in India, guided by a PrOPeNyary of strong Local Governments and
common service delivery outlets andegulatory mechanism that can alsq, 1959 the 6%and the 65Amendment
ensure efficiency, transparency &ensure its performance activity.

reliability of such services at affordable  The purpose of theecond parof

I ocal Bodies are more commonmah (1I'Plan,2008,Voll). the constitution of India refers to Local

Bills were tabled in the Parliament to
strengthen rural and urban local bodies
* F.LC.W.A, Practicing Cost Accountant thiS study is to analysis of basicbut failed. The issue was not raised
E-mail: dgmasso@yahoo.com structure of Indian local bodies. Theagain till 1992 due to political reasons
“*M.A (Eco) Ph.D, Research Fellow third part identifies the nature ofwhen it appeared as the'7and 74
E-mail: sutapadas 2003@yahoo.com problem regarding the actual accountinfhmendment Bills which made it
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mandatory for the state governments

to create Panchayati Raj Institutions in
Rural areas and Municipalities in urban
areas.

Chart1
2.3Activities

Panchayats and municipalities are
now constitutional bodies forming third
tier government to the federal polity of
India. In order to enable these
institutions function as self-government
the seventy-third and seventy-forth
Amendment Bill relating to local bodies,
introduced the 1'1 schedule of the
constitution(Article 243G) that explicitly
requires the states to devolve power

Chart 1l
Political structure of Local Bodies at State level
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Tablel:-Types and number of local bodies in India

& authority on Panchayats lists 29
subjects and the 11th Finance
Commission of India arranged
classification of function based on this
list. 12" Schedule of the constitution
(Article 243W) provide illustrative list

of 18 subjects for the devolution of the
functions to the municipalities. The two
lists of these subjects are as under: -

11th Schedule of the Constitution

| Levels of Rural Local Bodies Numbers | Levels of urban Local Bodies Numbersg
\Gram village 23,650 | Municipal Corporations 109
Panchayats(including village
councils & boards)
Panchayat Samities 6,795 Municipalities 1,43p
Zilla Panchayats 531 Nagar Panchayats 2,182
Autonomous District Councils 9 0
All Rural Local Bodies 2,37,824 | All Urban Local Bodies 3,723

Source;-Twelfth Finance Commission Report

(Article 243G) Xl ‘Libraries XXIIl.  Fisheries
Core functions X~ Cultural activities XXIV. Social forestry & farm forestry
. Drinking water XV, Family welfare XXV. Minor forest produce
Il. Roads, culverts, bridges, XV. Women & child development XXVI. Small-scale industries,
ferries, Waterways & other xvI. Social welfare, including welfare including food processing
means of communication. of the handicapped & mentally industries
M. R_urql elgctrification,_including retarded XXVIl. Khadi, village & cottage
distribution of electricity ~ xviI. welfare of the weaker section industries
V. Health & sanitation, including &in particular, of the schedule xxviii. Fuel & fodder
hospitals, primary health centre castes and Schedule tribes _
and dispensaries .. XXIX. Markets & fairs
XVIII.  Public distribution system -
V. Maintenance of community » . e & allied 12th Schedule of the Constitution
assets gricu ure_ N _ _ ~ (Article 243G)
Welfare functions A gL mcludmg agr- I.  Urban planning including town
cultural extension lannin
V1. Rural housing . : p g.
XX. Land improvement, implemen- L R lati f land d
VI Non-conventional energy tation of land reforms, land i clion O TaaRt St
sources consolidaieh & sl construction of building.
VII.  Poverty alleviation programmes conservation . Planning of economic and social
IX. Education, including primary XXI. Minor irrigation, water development.
&secondary schools management and watershed M Roads and bridges.
X. Technical training & vocational development V. Water supply for domestic,
education XXII.  Animal husbandry, dairying & industrial and commercial
XI.  Adult &non-formal education poultry purposes.
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VI. Public Health, sanitation, Chart 2
conservancy and solid waste Sources of Finance of LBs
management. ¢ ¢ ¢ ¢
VII. Fire services. . .
Own sources revenue Grants Donation/Contribution Borrowed fund
VIIl. Urban forestry, protection of v
the environment and promotion ¢ [ |
of ecological aspects. State C!nter vOthers
IX. Safeguarding the interests of v

. ; v
weaker sections of society,Plan grant Non-Plan grant Others
including the handicapped andgovernment are the mainstay of th@5000 crores for the years 2005-10.The

mentally retarded. financial requirement of LBs and theytable 2 gives the total amount of grants
X. Slum improvement and up depend exclusively on both the higheprovided by both of the Commissions

gradation. governments to meet their developmerto the rural and urban Local bodies for
XI. Urban poverty alleviation. & operation expenses. the present decade.

The first assessment of the financia#. Cost Accounting System
needs of local bodies was undertaken.1 Nature & scope of the cost
by the 11 Finance Commission of India accounting system

gardens SyEgEg@IouNCs. under the provision of the & 74"
i Recently lack of developed cost
Xil. Promotion of culture, . cidments on a full-fled y p

X ] ged basis. Ayaceqd ; has b
educational and aesthetic ased accounting system has been
aspects. grant of Rs 10000 . crores: wasgentified by multilateral agencies (the

_ _ recommended for maintenance of CiV"WorId Bank, OECD, UNCTAD) as one
XV Burials and burials grounds; services including primary health, family of the major obstacle to economic

cremations , cremation groundsyelfare, education and other pUb”Cdevelopment(UN,2000) Absence of

Xll. Provision of urban amenities
and facilities such as parks,

and electric crematoriums  utility services for the years 2000-05 byany ascertainment of activity-wise cost
XV. Cattle ponds, prevention of the 11" Finance Commission. The means that expenditure incurred for all
cruelty to animals. division of the grants in aid was in theactivities is totally unknown. But these

XVl Vital statistics including ratio 80:20 for the Panchayats and thgre the information most urgent for
registration of births and Municipalities. The reason for suchmaximizing utility of services and to
deaths. division that the Commission explaineddevelop performance level. Without the

is that the ULBs had greater access tknowledge of cost structure, its

tax and non-tax resources of their owmllocation and range of requirement, the

& therefore the PRIs require substantial Bs cannot determine which areas of

, support. The Commission also fixed thagervices are more urgent and expensive

XVIIl. - Regulation of slaughter houseshe amount of grant was to beor attempt to restrict costs, or curb those

XVI. Public amenities — street
lighting ,parking lots , bus stops
and public convenience.

and tanneries. distributed on the following criteria and activities which make little contribution.
3. Assessment of financial require- weights. Thus cost information and knowledge
ment 1. Population 40 percent Of cost behavior is essential at all levels

Local governments contain huge2. |ndex of decentralization Zrcent ?r:(;rr]:sgsglsgrzva?rrggqee;tasnodaj;\?erlgilfaed
spending needs due to the socio3 Di ' .
. o . Distance from highest per capita i -
economic composition of the local ghestpercapita and to keep accountability regarding,

population and also because of the high il ZIEiee: Maintenance of financial resources
cost of providing a given local service.# Revenue effort 10 percent g controlling corruption.
The chart 2 gives a general idea ob. Geographical area 10 percenls Responsiveness to the need of local
sources of finance that are assigned to The 12 finance commission onlocal ~ people. (being at the closest level
local bodies. bodies recommended a total grant of Rs  of the people)

In India the overall taxation base of . Table2
the local bodies is so poor that the Total grants to local bodies during 2000-2005 and 2005-201s crore)
derive over 90% of their revenues from PR Uiz gl el
grants-in-aid.(IIR,2007) Thus grants 11" FinanceCommission 2,000 8,000 10,000
and aids from central & state 12" FinanceCommission 5,000 20,000 25,000
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® Answerability for the efficient and

The unit cost of each activity needsaccounting would permit the LBs to

effective use of public resources to be measured cost component wise imanage their activities better, would
e Finally their responsibility to the order to correctly ascertain and targeallow them to access finance more easily

decision making authority.

These accountabilities would also.
on the whole ensure transparency
performance measurement through &
check on the possibility of misuse of
power.

4.2 Importance of introducing improved 2,
system of cost accounting

LBs often complain of the scarcity 3-
of the central and state funds and also
fail to mobilize sufficient own source of
funds. On the other hand widenings.
resource gap also results from
increasing costs of providing these
services coupled with shrinking
budgetary supportThe budgetary
System of India is specifically based on
fund management i.e on how much bug
remained absolutely silent on how
best. An improved system of Cost
management system will not only
analyze the correctness of the declare
financial crisis but also reduce the
expenditure on major items through
analyzing the actual cost of each major-
item of its expenditure.

The current system of accounting
and the nature of problems faced by LBs
in their performance level are as follows-8

® The existing LBs have intended
merely to meet the accounting and
reporting needs of huge expenses
they are to execute, but lacks in keep
activity-wise financial records.

® LBs are unaware of the usefulness
of keeping service-wise accounting®.
& cost reports for control and
decision making process.

® | Bs keep inadequate information
system and an insufficient service
structure.

® LBs lack skilled personnel
infrastructure to implement existing
accounting rules & regulations.

® LBs do not realize the need for
sophisticated system and
management guidance.
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é‘nitiatives:—

the expenditure reduction strategiesand would assist them in properly
This would involve the following key calculating the exact amount of

resources they need.

To find the cost parameters of LBs should also adopt essential
various services rendered by thaneasures to lower the operational cost
Local bodies. of their services, such as water supply,
To ascertain the actual cost oftreet lightening, waste collection etc.
services per unit To do this the first step is to collect
Recovery of actual user chargesessem'al data for evaluating thg acFuaI
amount of services used for delivering

that will lead to proper maintenancethe civic ooy e
of assets. :

To impart Training to the key 4.2.1 Designing formats of Cost sheets

. . . for each activity / services
personnel with a view to increase

the LB Authorities to make cost activity and services should be based

benefit analysis of the variousOn the figures of budget, actual of
services. current Year and the corresponding

To provide Suggestion to the LocaP'©¥'O4s Year

bodies for implementation of Gost At the beginning, to keep
Reduction plan, if any. unchanged the existing codes used by
: o . the Accounts department of Local
Review the existing accounting . :
Bodies, as much as possible, for

g;%(;igl;rr? dairr:(fjo?rfgﬁgnnc’f Co”ecuonsynchronization of Cost and Financial

] ! Accounts in the accounting systesua,
Identification ofCost Centrefn the

. UL 1IN€ " that no additional cost involved in
LBs with proper division oActivity  jmplementation of Cost Accounting
Cost Centresand Service Cost gystem.

Senieg Reconciliation ofSurplus/(deficit)

Identification of units available in of revenue expenditure over income
the LBs so that each task /servicesgptained from existing set of records in
activities could be measured in termshe financial accounts is also essential
of unit cost such as, cost ofwijth the summed up activity wise
supplying a ki of water, cost of |ncome / Expenditure of the services
collection for each thousand ofarrived at in the activity base cost
rupees of property tax etc. sheetsinder Cost Accounting Records.
Use of standard Cost Accountings.2.2 Reviewing the existing
Terminology in the Cost accounting procedure/ codification and
Accounting System of LBs so thatsystem of collection of data and
the terminology used remains ininformation.

conformity with t_he Cost In the present system of
Accounting Standards issued by the,yentional accounting, Municipa-
ICWA of India foradoption of |ities and Panchayats in India are
uniform Cost Accounting SYStem inynaware of what the fund they receive
all ULBs and inter-municipality o their expenditure budget or the
comparison for performance geqa| cost they incur in performing the
measurement. services. Consequently they are not in
Thus improved system of costa position to improve their financial
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problems or improve their quality of Table 3
services. Similar_ly LI_SS geere nO'F oY f_a I.  Activity Cost 1. Water Ref —Proforma - (A
under any obligation to maintain Centre
activity/service cost centre wise 2. Conservancy Ref —Proforma | B
expense/revenue records. But the 3. Tax & Assessment Ref —Proforma { C
existing system of classification of 4. Public Health Ref —Proforma 4D
expense/revenue heads in the LBp ,
L. 5. Crematorium Ref —Proforma - | E

needs to be modified for Cost
Accounting implementation. /D R oforma - i

The analysis of the expenses 7. Street Light Ref —Proforma - [G
revenues as per needs of ascertaining 8. Govt. Programme Ref —Proforma 1 H
unit cost of each activity is required ugll. Service Cost Centre (@) General/Establishment
to the extent it is permitted by existing (b) Accounts Schedule No.
set up. In the codification system, scopg¢ () Cash S1, 53855
of activity/service cost centre wise — , , 4
recording of expenses / revenue is4',2'4 Ident|f|cat|qn of mqasurable prowde_ data for inter-Local bodies
necessary. The expenses thus analyzetﬂq,'ts for each Service /activity comparison for performance measure-

regrouped and re-clubbed, are Selectionand Identification ofuni_ts'?]e”;é Sulbsequpe\nthl it will ?Isobgwde
identified with the activity /service cost "émains available with the Local B_o@_est e Regularity Aut %rmels orl sttgr
centre wise as much as possible frori© that each task /services/activitied'ansparency in the local body
he codes fetith could be measured in terms of unit cosgovernance and fixation of Tariffs of
the co es. .eX|.st|ng system. _ such as, cost of supplying a ki of waterServices, if necessary, in uniform basis
4.2.3 Ident|f|cat|on of (_:c_)st Centrgs_ in &t ofcollectioR br each thhdsartd O1W|th.|n mun|C|paI|t|es/ Panchayati Raj
the LBs with proper d|y|S|on of Activity rupees of property tax etc. On the hasidistitutions.
Cost Centresnd Service Cost Centres  of this available data with the LBs, the4.2.6 Glossary in costing system in the
After reviewing the existing measurable units for each activity aré-ocal Bodies
activities and accounting system of anyhosen (Table 4). A. Cost Centre — Unit for accumulating
specific Local Body, the expenses &4 .2 5 Checking of the terminology cost. In case of LBs, different
revenues are identified and allocated &iready in use in the Cost Accounting functional areas are chosen as cost
apportioned to the core Activity / Standards issued by ICWA of India centre. Cost centre are divided into
Service Cost Centre and referred to  agoption of Cost Accounting two types — Activity Cost Centre
specific Proforma/Schedule. Thegiandard ‘and Checking of the and Service Cost Centre
arrangement can be set in tabular forierminology already in use in the CosB- Activity Cost centre: Functional

(Table 3). Accounting Standards are needed for areéa engaged in activities. The
The expenses /revenues undeascertaining the cost of local services following are the Activity Cost

Financial Accounts are linked up andand preparation of cost statement on a Centre and activities involved
identified as much as possible with theonsistent & uniform basis and with a  thereoniillustrated in Table 5.

above Activity & Service cost centresView to keep conformity and avail C. Service Cost Centre: Functional area
to ascertain unit cost / revenue of eacgomparability of the same with that of engaged in support service to
services. Such expenses /revenues apeevious year and with the other Local  perform activities of the Local body
placed in the cost sheets of ActivitybOdieS- It will help Local bodies to  mentioned in the Twelfth Schedule

Cost centre - Water / Public Health / Table 4

Conservancy/ PWD / Crematorium / Tax LBs’ Activity Unit for Measurement of Cost
& Assessment /Street Light / Govt.| 1 | Water e
Programme and Cost sheets of Service? golrl\servangfyésolid \Allaste Per Ton
. A ollection isposal
ZOSt Cel’:tl’(jsc— Gﬁneral / Establishment 3| Tax & Assessment Collection per each Rs * 000
n .
ceoungs ag ) 4 Public Health Per Capita
The cost and revenue of Service ool Por Head

Cost Centre are further allocated |/ ) e AT
apportioned to different Activity Cost — ]
Centre, explained later on. 7 | Street Lighting Per Km
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in the Constitution. The following Table 5
are the Service Cost Centre and Activity Cost Centre Functional Area / Activities
activities involved thereon [1 [ water Supply of water to citizen, House connection,
illustrated in Table 6. Water tank for drinking water, Shifting of
4.2.7 Formulation of Cost sheets for Ferrule, Ferrule washing, related water works
. 2 | Conservancy /Solid Waste Septic tank clearing, removal of garbage,
each activity. Collection & Disposal Sanitation, Vector control spraying, Sewerage
Proforma cost sheets for each 3 | Tax & Assessment Collection of taxes, Trade/Food / Riksha License,
activity, that to be maintained by the _ Assessment & Mutation B _
4 | Public Health Public health services along with implementation

LBs has four parts. The contents of

. of Govt. Health programme , Issue of Birth /
each part are stated in Table 7. DS

Death Certificate, Ambulance Service , Maternity

4.2.8 Methodology of maintaining & Dispensary
Activity wise Cost Sheet 5 | Crematorium Crematorium Activities, Burning Ghat & Burial
: : Ground
1 Recurring  operation ands [ pwD Repair & maintenance of municipal Assets,
maintenance expenses, exclusivel Building, Roads, Play ground, drains etc.
identified for a particular Activity / | 7 | Street Lighting Maintenance of Street Lighting
Service cost centre, are to be g | Govt. Programme Implementation of Govt. Programme like , Mjd
allocated to the respective cost day meal ,BPL, SISRY ,NOAPS, Sarbhasikhal,
centre. Shishubikash etc.
2. Periodical Expenses, like salary & Table 6
WageS, a”owance booked for a Service Cost Centre Functional Area / Activities
particular Activity / service cost [1 | General General Administration, all kinds of planning,
centre, are to be allocated to Establishment Store etc.
respective cost centre. 2 [.Accounts Processing of Bill Payment, Budget
3. Similarly revenue incomes, preparation, Finalization of Annual Accounts
exclusively identified for a particular — : _
Activity / Service, are to be recorded 3| Cash Sale of Form, Cash receive /payment, banking
. ) y transaction
In respective cost sheets.
4. Separate records for Revenue i
expenses and per capita expenseé’a“A Relates tQuantities / Technical / Statistical Informatiofithe Activity for current
b F — I and previous year, which contains: -
are to be maintained at all cost 1. Infrastructure of the Activity cost centre such as for water activity| (1)
centre. Number of pumps (2) Capacity of Reservoir (3) Number of water fank
J 1 1 : (4) Manpower etc
5. Asset Register is to be maintained 2. Quantative information for the period such as for water activity (1
at respective cost centre. If an asset Number of water connection (2) Raw water received (3) Total
— .2 ) Population etc.
is identified for a_ partlcular cost 3. Technical information for the service such as (1) Power consumption
centre, the same is to be allocated (2) Standard Consumption capacity rate per capita etc
to that cost centre. If it is used by
more than one cost centre,parB Relates t&Revenue informatiof the activity — which includes actual figure |of
apportionment of depreciation of current and previous year to ascertain revenue per unit and also budgeted figure of
] 4 current year for comparison, for example in water activity followings are tp be
that asset is to be done on the ratio included for TSR
of expendlture of the concerned cost 1. Amount receipted for connection charges separately from commegrcial
centre, or/otherwise on the basis of 3 bSU':d'”?ahOESE etct
- - - . Sale of drinking water
ratio prowded by the technical 3. Charges against Ferule washing etc.
personals.
Part C Relates t€ost informationof the activity for actual figure of current and previqus
4.2.9 S.te ps to be followed for year to ascertain cost per unit and also budgeted figure of current year, sugh as in
Preparation of Cost Sheet water activity followings are to be included for Cost per KL: -
h . e 1. Periodical operation cost of the period — Salary & wages, Depreciation,
Broad outline of basic principles, to Insurance
be followed for preparation of Activity I2. Variable & otfher op/eration and maintenance cost;)/f thef activity. etc(.j
e Part D Relates tSummary of Cost /Revenue per unit & per capita/ performance indicator
Wlse. Cost Sheets ha_we already been such as in water activity followings are to be included: -
explained. The following are the steps 1. Total Revenue and Cost as per Part B & C
for preparation of Activity Base Cost 2. Revenue and Cost per unit

3. Revenue and cost per capita etc.
Sheets. i
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Step 1 : Periodical Expenses like
salary & wages, allowance allocated fo
a particular Activity / service cost
centre and recurring operation and
maintenance expenses exclusively
identified for a particular Activity /
Service cost centre are to be allocated /
recorded to the Cost Sheet of respective
cost centre as specified in para 4.2.3 &
426

Step 2 : Similarly revenue incomes
exclusively identified for, are to be
grouped / classified /allocated to
concerned Cost Centre and set in the
respective Proforma of Activity Cost
Sheets - AB,C,D,E,F,G,H and other
common Revenue Grants /Contribution
/ Subsidies etc. are to be setin Schedule
No. “S-1".

Revenue nature

Broad Outline of Allocation & Apportionment

Chart 3
B Capital nature
Expenses /
Income —Pl

Capitalized

4

Activity
Cost Centre

i

!

Service
Cost Centre

'

Cost Apportioned
Table 8

Step 3: Finally total expenses/
income of service centers are to bg
apportioned to activity cost centres orn

137

Schedule
No

Contents

the ratio of total cost of activity cost
centers (Ref schedule -1, S-2, S-3, | 1
S-4, S-6, S-7,S-8)The details are in

S-1

Apportionment sheet of General Revenue i,e
Grants / contributions/ subsidies etc. to Activity
Cost Centres.

Table 8.

Step 4 : Reconciliation dxcess of
revenue expenditure over income

S22

Basis of apportionment and distribution of
Common .incomes to Activity Cost Centres shown
in schedule — S-1

obtained from existing set of records in
the Financial accounts with teemmed | 3
up activity wise Income / Expenditure

Apportionment sheet of General Periodical
Expenses i,e Group insurance / Pension gratuity
/ P.F / Fixed overhead etc. of service cost centres
etc. to Activity Cost Centres.

of the services arrived at in the activit
cost sheetainder Cost Accounting
System ( Ref Schedule r8-8).

S-4

Basis of apportionment and distribution of
periodical expenses of service cost centre -
General/Cash/ Accounts/Establishment to
Activity Cost Centres shown in schedule S-3

A specimen of cost sheet for Water
Supply (Proforma-A) and summery
sheet of all activity-wise income
expenditure as per cost accountsS
(Proforma-l) have been appended at
the end of the article.

S-5

Apportionment sheet of General variable and
other operation & maintenance expenses i,e
Telephone/ electricity/ office contingency 7/ fuel/
bank charges /printing & stationery /legal
charges etc. of service cost centres etc. to Activity
Cost Centres.

5. Conclusion and suggestion

A number of important conclusions
can be achieved from this study which
will carry importance within the area of

S-6

Basis of apportionment and distribution of
variable and other operation & maintenance
expenses of service cost centre — General/Cash/
Accounts/Establishment to Activity Cost Centres
shown in schedule S-5

policy formulation.

Indian economic reform without 7

S-7

Activity and service cost centre wise Fixed Asset
and depreciation allocation schedule .

reform in Local Governments may fail in|g
bringing overall development within the

S-8

Reconciliation of Cost & Financial Accounts

country. The study emphasizes fourmperative for the growth of the country® a transparent accounting practice
important reasons for introducing a cosat the grass root level. These are,
effective reform process in LBs that ise for a spiraling local governance

580
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® to improve the current practices ofespecially while following the strategy management systems of LBs through
pricing and cost recovery of reducing O & M Costs . introduction of a cost accounting

The trend of development that is  The other conclusion of the studySystem. Recently an Expert Group
witnessed throughout the world sinceis concerned with the fund managemengonstituted by Ministry of Corporate
1990s is to put emphasis on transfer 6fhe ever increasing burden of fundAffairs, Govt. of India felt the rationality
responsibilities to the local bodies withrequirements by LBs has already mad@f instituting a systematic cost
the objectives of strengthening locathe Government of India unable tolnformation mechanism in non-profit
governance. The present study arguesfford the fund flow. Also overall lack 0rganizations inclusive of LBs
for a change in the policy affairs of theof adequate transparency in costRecommendation No.39, in the review
Local Bodies and recognizes thatinformation reflects & reinforces low Of costaccounting Records Rules, Cost
efficiency, effectiveness and properaccountability in utilization of public Audit Report Rules & Cost Accounting
utilization of resources are the keyfunds. The culmination of activity basedStandards)
governance prerequisites for attainingudited cost data will essentially supply The Eleventh Five Year Plan put
best performance in local serviceinformation on fund utilization by the priority on increasing financial base of
delivery and are extremely essential foLBs to the Government of India, whoLBs to create efficient pricing of
handling financial crisis in LBs. And provides the fund & also help the laterservices and initiated reform measures
these governance objectives can bim making decision about the futureunder JINNURM which aimed at
achieved through an extensive use ddllocation of resources. developing transparency and
improved management of costing  Revenue stpport of LBs cannot beiccountability in governance and a
system and proper implementation oktrengthened without better costmodern transparent budgeting,
the procedure in all local governmentsecovery and commercialization of local@ccounting and financial management
of the country. Good local governancesgryices. Maintenance of cost data anglystems and also fixation of tariff and
will ensure not only delivery of quality discloser of cost of each service by th€0st audit for core municipal services
services but also support sustainablggs would help Government in fixing (11" Plan, 2008, Vol.llf)

local development & facilitate outcomesthe user charges and also the amount The cost of institutional and
that enrich the quality of life of local of subsidies. It has been suggested byanagerial inefficiencies should not be
citizen. many of the states of India to thepatronized and loaded on user charges.
Thus the study aimed at developingeleventh Finance Commission that raté Bs should function as a self
a cost- effective management system fastructure of user charges should bgovernment while fixing user charges,
LBs. Till now our planning process lacksrevised regularly to keep pace withbut within the framework of an
any study of evaluation of core utility inflation to recover the O & M costs of independent regulatory authority.
services in which millions of Rupees argoroviding these services and LBswhile fixing cost based user charges
spent. The formulation of activity wise should have the power to fix the rate. for the recovery of operational &
cost sheets is nothing but an evaluatiothe overall conclusion of the study ismaintenance charges of Local Bodies,
process. Reform in accounting practicegat it is imperative to create a sense dgularity authority should help in
of LBs is essential to reflect the truecost consciousness among LBs te&nsuring best services to the citizen at
cost of service delivery & ensuremaintain their efficiency and the lowest cost to measure the cost
transparency in the revenue system. Berformance. A number of countries aréffectiveness with which each rupee is
provides scan report of each activity imow in progress to analyze thespent.
detail cost component wise, likemethodology on estimation of costs of Maintenance of Activity wise cost
composition of total cost by different utility services. Government of records and its audit would allow the
segregating period cost and operatiomdia should also take various coursegegularity authorities to access sensitive
& maintenance cost, with a comparisorof action in order to help LBs in this operation details of LBs regarding
of corresponding previous year figureaccounting area. different service delivery and making
and also with budgeted figure and also  pohefylly since the post Policy decisions related to fixation of
prerequisite for benchmarking the areagecentralized period several initiativeUSer charges so that it covers at least
where reduction of cost is effective. policies have been devised for the LB&he operational & maintenance cost of
Activity based cost data is alsoemphasizing a cost effective reformservices .
significant for performance evaluationprocess within it. A task force has been  Finally for better implementation of
of LB’s through comparison of its costset up by C&AG of India in 2002 which costing system a number of schemes
component with that of other LBs’ suggested for improving the presentan be suggested. These are,
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1. To insert activity wise code in the  from the cost sheet, Corrective6. Experts should duly audit cost
existing codification systemin order  action should be taken immediate Sheets at least for every alternative

to ascertain cost of each activity through concerned department. year to monitor the system.

more accurately from the systempeferences

itself. 1. Govt. of India (2007) Expenditure Budget 2007-08,Vol 2
2. Preparation of budget s activity & 2. Gouvt. of India, Planning Commission (2008) Eleventh Five Year Plan 2007-12,Vol | & Ill

A 3 3. Gouvt. of India, Planning Commission (2009) A Hundred Small Steps. Report of the Committee on
service cost centers wise. Financial Sector Reform.
. . 4. Govt of India Min. Of Finance(2004) Indian Public Finance Statistics,2003-04

3 Proper mor_utorlng of the bUdget 5, Govt of India(2007) India Infrastructure Report 2007

head at the time of vouching, so thaff6. | Govt of India(2008) India Infrastructure Report 2008

7 OECD (2007) OECD Economic Surveys. India. Academic

expenditures / revenues are Foundation. Indian Edition.
correctly accounted for in the[s | SehgalR.L &R Asthana(2002) Financing Pricing & Cost Recovery of Urban
concerned activity and service cos Infrastructure. Bookwell Publicaions

9. Sing,Dr Hosiar (1997) Local Government (India, .Britain, France &
centre. America) Kitab Mahal. Allahabad.
1 ! 10. | Sury,M.M(ed) (2005) Finance Commission of India | to XII New Century
4. Management information system Publication.
should be based on updated datal The World Bank (2004) Fiscal Decentralization to rural Governmen{s in
India. Oxford University Press
generated from thé’roposed [12. [ United Nations (2000) International Accounting & Reporting issues.
Activity base Costing System ST, _ :
13. | Govtof West Bengal,(2004) State level Seminar on Property Tax & Munjcipal
5. If any adverse variance revealed Accounting Practices Reforms. Part Il. Municipal
Affairs Dept. T

Proforma - A
Name of the Local Body .......co.co.v.....

Cost Sheet for Water Supply
Financial Year.........
A Quantities / Technical Information

sl PARTICULARS Unit Actual
Current Year Previous Year
1 Infrastructure / Capacity
(a) Storage Capacity of Water KL
(b) Water Treatment Capacity KL
(c ) Number of Pumps No/HP
(d ) Number of Pump House Nos
(e ) Number of Water Tank Nos.
(f) Manpower during the year Nos.
(h) Net Fixed Assetason ........ ... (Ref Sch. 6) Ngs.
2 Production
(@) Raw Water received during the year KL
( b) Raw Water available for supply KL
(c ) Water Treated during the year KL
(d ) Output of the Treated Water during the year KL
(e) Loss of Water/ Internal Consumption KL
3 Consumption / Sale
(a) Sale / Consumption ( Bulk Water)
(1) Domestic KL
(2) Industrial KL
(3) Governments KL
(4) Others ( Tankers etc.) KL
(5) Internal consumption KL
(6) Loss of water / Free Connection KL
(b) Sale / Consumption ( Treated water)
(1) Domestic KL
(2) Industrial KL
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oO~N O 01 b~

(3) Governments

(4) Others ( Tankers etc.)

(5) Internal consumption

(6) Loss of water / Free Connection
Total Population in the Local body
Standard Consumption. rate per capita
Actual Consumption rate per capita
Loss of Water per Capita perday (7)-(6)
(a) Nos. of Water Connection in Commercial Bldg
(b) Nos. of Water Connection in domestic area
(c) Nos. of Water Connection in Govt. sector
(d') Nos. of Water Connection in Industrial Area
(e) Nos. of Water Connection in other areas
f) Total Nos. Water Connection (a)to (e)

KL
KL
KL
KLY
KL
KIL
KL

Nos.
No:
No

Nos.

Nos.

KL
Nos.

07

o]

Revenue Information

Code

PARTICULARS

Schedule
No.

Budget

S\
Rs.

Actual

Revenue per

KL

C.Y
Rs.

C.Y
Rs.

P.Y
Rs.

. Connection charges from water supply ( Nos.)
. Sale of Water to Commercial Bldg.

. Sale of Water / Tanker (in KL)

. Ferrule washing / Change of Ferrule

. Meter Rent

. Other receipts.

. Revenue Grants, Contributions and Subsidies

~No O~ WN P

Total Revenue Income

5-1

0O

Cost Information

Code

PARTICULARS

Schedule
No.

Budget

©.YY
Rs.

Actual

Cost pefL

N7
Rs.

Cc.Y
Rs.

P.Y
Rs.

1.Operating Expenses
(A) Periodical Cost
1. Salaries & Wages-Pay & Allowance
Overtime Allowance
Ex-gratia/ Festival Relief
2. Depreciation
(B) Utility Cost
1. Electricity and Power
2. Fuel
(C) Other Operation & Maintenance Cost
1.Repair & Maintenance
2.Stores & Consumables
3.0ffice Contingency
4.Misc Charges
5.Water Cess
6.Casual Workers
2.Allocation & Apportionment of Common Expenses.
1. Periodical Cost
2. Other Operation & Maintenance Cost

Total Revenue Expenditure

Se7/

D

Total Revenue Income and Expenditure from Water Supply

SL

PARTICULARS

Unit

Budget
CNYG

Actual
C.Y

Revenue/Cost

perKL

CY

P.Y

~Nooabh wWwNE

Total Revenue including subsidies
Total Expenditure of Water Supply
Excess of Revenue over Expendityré -2 )

Total Population Strength
Revenue per capita
Expenditure per capita

3
Excess of Revenue over Cost per Cafitd4 )

Rs.

Rs.
Rs.
Nos.
Rs.
Rs.

Rs.
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Cost Management in Local Bodies

(A) Activitywise Total Income / Expenditure

Activitywise Income & Expenditure Statement as per Cost Accounts for F.Y

Proforma - |

Current Year Previous Year
C(;%?:e Narie e Proforma Income | Expenditure (SDL;‘i; Income Expenditure  Sur /(Defi
Code A po- (Rs) (Rs) (Rs) (Rs) (Rs) (Rs)
3) =(1)-
ONEEN Vs | @ (5) (6)

01 Water A

02 Conservancy B

03 Tax & Assessment] ©

04 Public Health D

05 Crematorium E

06 Public Works F

07 Street Lighting G

08 Govt. Schemes H

(B) Activitywise Unit Cost / Expenditure per Capita

§' Current Year Previous Year e s Decreasc()
i over Preveous Year
Cost Nt @ il © Unit of
Centre Activit S Mesurement| Cost per [ Expenditure| Costper | Expenditure| Costper | Expenditure
Code Y «g (UM) Unit per capita Unit per capita Unit per capita
a (Rs.) (Rs.) (Rsy) (Rs.) (Rs.) (Rs.)
01 Water A KL
Conservancy /
22 Solid Waste 3 R
Per
03 Tax & Assessment Cc
Assessee
04 Public Health D Per-Head
05 Crematorium E Per Body
4 Assets per
06 Public Works E Rs ' 000
07 Street Lighting G Km
08  Govt. Schemes H "
Beneficiary
Total Expenditure per Capita
(C) Notes on Cost Accounting System Schedule No S :|:Z|
(D) Reconciliation of Cost and Financial Accounts Schedule No S
Proforma and Schedules referred to herein form an Integral Part of the Statement.
Place..........0 Cost Accountant CFO Chairman
Dated :.......... Membership No. Name of the Local Body Name of the Local Body
584 the management accountant, July, 2009



Management Development Programme

[Sot up undar an Acst of Parllament]
MANAGEMENT DEVELOPMENT PROGRAMMES 2009-10

VENLIE

THE INSTITUTE OF COST AND WORKS ACCOUNTANTS OF INDIA

| STATUS & FEE (Rs.

SNOr-Hes = e o

MAY, 2009
21-23 Infer nation sl Financial Reporting Standard s {IFRS| Dbl D00
JUNE, 2608
w12 Recent Trends in Financial Management Rarikhet [Nalrital 26,000
-1z LContract Managament Ranikhat 2600
18-14 Internation sl Financial Reporting Standard s {IFRE} Chennai BO00
TE-2E Finance for Jr. Finanoe and Accounts Officars Craty 26,000
and MNon-Executives [FEA]
*3-26 Service Tax, VAT, TDS & FBT Oty 26,000
Last Advanced Financial Managerment Franea, Germarry,
Vieek Nethailands &
FWitzarland
JULY, 2009
1417 | Advancs Tax. TDS and FET* Puducherry | 12000 | 26,000 24,000
|Ponidizharry|
1417 Intarmnal Adsditing For EFective Management Controd® Puducharmy 18,004 26,000 | 24,000
23-24 Intsr nation sl Financial Reporting Standard s {IFAS) Kolkata 8000
a1 Corporate Tax = Planning, Compliance and Managament® | New Dalhi 12,000
AUGUST, 2009
-7 Intermational Finansial Reporting Standards |IFRE) Mumbai 10,000
121 Contract Managsinment® Mawr Dalhil 1T 000
#4-23 Sirategic Financial Management Duibrai 130,000
SEPTEMEER, 2009
010 Financial Risk Manapgerment Part Blair 0, D0
0B 10 Sarvics Tax Dvalhii 000
" VAT Dedhi 2,000
1813 Management of Taxation - Bangalora 120K
Service Tax, VAT, Excisa, TDS &FBT®
OCTOBER, 2009
U] Finanes for Jr. Finanoe and Accounts Officers Goa 24,600
and Mon-Exesutives (FRA|
el Service Tax, VAT, TDS & FBET Giaa 28,000
21-23 Cost Controd and Cost Effectivenass® Hyderabad 12,000
27-30 Global Comvergence of Accounting Standards & IFRS® Kochi [Cochind | 12,000 | 26000 24 000
MOVEMEBER, 2009
03-04 Finandal Managemeont for NGOs & Auvfonomous Bodies Dalhi .0 18,000
11135 HAdvance Tax, TS & FBET Chainin &l 12000 AT, 000
11-13 Internal Awditing for Effective Managenvent Contrel Clrennai 12000 | 3Z.000
1727 Advanced Financial Management Singapore. 3,068,000
Kualalumpur
& Bangkok
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Management Development Programme

DATES TOPIC VENLIE STATUS & FEE (As.|
asldentlal
DECEMEER, 2009 L 1L
02 -0l Managament Audit and Parfommmaies Oplin e tiom® Eolkata 12 G0
E-11 Carporate Tax - Planning. Compliance & Management Shirdi 28,000
&di-11 Corporate Finance including IFAS Ehirdi 28,000
1118 Froject Appraizal and Management D-alhi 8,000
JANUARY, 20140
=06 Recant Trends in Financial Managesment® Lonavala 12,000 76000 | 24000
05-08 Finanea for Jr. Finanes and Aceaunts Officars Lanxusls 36,000
and MNon-Fuacutivas [FRuf) iMaharashtral
FEERUARY, 2010
{3.06 Cantract Managenant Dialhi 12,004
0212 Managerment of Taxatbon - Bhubanueswar 26,000
Serview Tax, VAT, Excise, TDS & FBET
a2 Corperate Finanzs including IFLS Bhubaneswrar 26,000
17-18 | Forelgn Exchange Risk Mansgemesnt Delhi 12,000

" Joinl Programmes willi Depanment of Pulblic Enlerprses. Governmanl of Ina. (Conlrmation Awaied

MNA

Mes

%H Fargr ory smvpsr moom basis
s Fae on lwin sharng basis

CEP Credit Howrs - [For 1 Day Prog

For Kind Infarmatian

*  For oulstalion programmes the parlicipants are requesied o gel ihe confrmalion from [he Instlule Defoe proceedng o
The vemmee. IFary pariicasan reaches e vemue o ihe postpenedaaneeied progaemme sihoul gelting e condimation
rawery B Brestibue, Qe Instnid el ned B bedd rasponsibde for the same. The cancellation/post pomement of Bhe progeamme,
if argy, will ba infimated o only those organizations whase nomanalions have been received by the Insi#ula on lime.
Foi residenlial poogamimes noomilly Ue sl diay check-in al 1200 noon and last day check-oul al 12 00 noon.

For Inlernalional programmes, Faoolly will be fom fhe respective countries aparl rom the Indian Faculy

The Payrmend of e Fee i3 10 be made by Chegae 7 DD in fyour of “The instibute of Gost and Works Accountants of

India” payable at Mew Delh,

Detalls for ECS Payment : Slale Bank of India, Ledhi Road Dranch, Mew Delhi -
Current Ao No. . 30678404 T MIGH Code | 110002483

4 Hnu':‘:] [For 2 Days Prog

- Mon-Resdential Progranemes (Fae includes cowmss ke course malenal, unch, 1eal cofies eic)
- Fesidantial Programmes (Fee Includes cowrse fee, courss malenial, accomodalion, al meals and visis)

& Hours] [For 3 Days & more Prog. — & Howrs)

110 3
IFFG Code - SEIN00GRE21

LIST OF EXCLUSIVE TAILOR-MADE IN-HOUSE PROGRAMMES OFFERED BY THE INSTITUTE

# & & & ¥ + + & & # #

586

.I'm:ul.rrling Saanclards

Aciivily Rased Cosling and Managamen

Advance lax, lax Dedclion a1 Source & FRT

Capilal Buckpeir and Irsesiment Decsom

Corporala Tax - Planmeng, Compliance and Managomsanl
Ut Accoumting Recosds and Cost Audi

Coniract Managamant = Conporate Taxaiion

Caosl Ankysis »  Cos] Control andd Cosl ENectiveness
Gl Manapaman o Gosling for Ergsass
Ewvcdving irom Manager o Leadear

Fmanca for amor Finance and Aconunts OMcEs

ard Mon-Exaculives (FEA)

Financial Managemeani

Finarcial Maragemeni for MG Os and Autonomoles Bolas
Finarcial Maragemen lor Mon Financa Exoouives

® + & # % & & # + + + ® F ¥ 2

Financlal Risk Managamen

Foseln Exchanga Risk lanagemon

Glohal Comsespancs of Accounling Sandards and IFRS
Impoil-Expar! Froceciras and Cocum entalon
Inlormation Syslams Audit

Inlemal Audd lor Efloctive Hanageman Condral
Insmatienal AcCounting Stancards

Imematicnal Financial Feporing Siandands (IFRS)
Manageman ACCHENING « Managament of Taxaicn
Managerial Elledivenisss « Malanaks Manapaman
Crlentation Progemmea lof Exacufives Mon-Exoecutives
Projact Cost Mansgamant

Project Managemon! and Project Financing

Sarvice Tax = WAl

Valuaton amd DCF Modelling wsing Cxosl
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Management Development Programme

o Arpofls Aulhorly of ndia
+  Bhakra Dess Management Board
Bharsl Aluminium Compary Lia
Bharal Heavy Fletricals Lid
Eharal Sanchar Pgam Limitad
L Ofica, Mess DWelhi
Db Lirmated
Db Towrism & Transporlalion Developmend Conp Lkd
Chsdbn Trammeo Lid
Capartment of Personned and Training, Govl, of ndia
Departmend of Posiz, Govl, of Inda
Dieclorade Cenaral of Quslily Assuranse (D0,
BAnistry of Deferwe, Govl of india
Enguwsens Inoia Lid,
GAIL {india) Lid
Hinduslan Copper Limited
4 HUDICO L,
= IBPF Companyg Limiled
+ Indan Al Force
v Indan Farmers Forflliser Cooperalive Lid.
nddan Dl Corporation Limiled
o Wlan Ralkways
o Indian Renesable Energy Development Agency Lid

ABOUT THE INSTITUTE

LIST OF ORGANISATIONS BENEFITED FROM ICWAI EXCLUSIVE IN-HOUSE PROGRAMMES

oG o3 R o O W G & @ o o o F B oS o8 oS R

INCOM Intemetional Lid.

KRIBHGO Lid

Mahanzgar Telephonse Kigam Lid,

Barut Lidyog Lid

BAKATC Lid.

RSy of Towism, Gawl, of inda

Mahonal Acadermy of Customs, Excice and Marmlics
Mational scadeny of Dudenocae Accounts
Maticnal Aluminiem G, Lid.

Malicral Heglhwsys Aultdity of India

Malicnal Seeds Corporation Lid

Maval Headquariers, Gowermmmend of nda
Mepal Electicdy Aulharnty, Kathmandu, Nepal
Mepal Telecom Co. Lld, Kathmandu, Mapal
Mudear Power Corporalion of India Lid. (RAPS)
QMGG Lid.

Ordnance Factory Haoard

Ol Industry Devialopmant Board

Powar Finance Corporalion L1d

Power Transmission Gorp. of Ultarakhand Lid
RITES Limiled

Fural Fleciriication Corp. Lid.

Salluj Jal Vil Migam Lid.

The Inslitule of Cosd & Works Accountants of Inds was esiabBshed by the Government of india as an aulonomous
professional insAiule in 1658 to provide Wainng, educabion and reseamh Beibes in Gost and Managemenl Accounling.
Truz Ieslilule: 5 & member of INe Inlermational Federalion of Accountants (IFAC), e Confederstion of Asian & Pacifie
Accountants (LAFA) and e Soulh Asian Federation of Aocounants (SAFA).

THE OBJECTIVES

*  Tu pranole b kwswiedge of Cosl and Management Accountancy, to provide educalional Bwcilties for Iraining
O YOLING Men and women [or Gulding careers in marsgemeant aoooonbing.

#*  Toimprove the declsion making skills and administrative compelence relevant (o managamant accounting and

norporale management n geneal

*  Tocreale knowledpe through research both epplied and conceplual relevant to management accounting and (s
undenying dsciplines 50 a5 fo disseminale axsh knowledge through publications

For further details and Registration please contaet :

Shr D. Chandru, Add. Diractor (PO&P)

Thisr ettt of Cost and Works AGcoUnlanls of Inda
Frofessional Development and Programme Direclorale

HEWAL Bhawmn, 3 Instilulisnal Ares, Lod Rosd, Mew Dalbi - 110 003

Phoras - 041-248221 58 24818646 {00 011-24845272 (W) 0881 BEO1200
Tele-Fax - 0114358230642 7 2221548 | MA1BA45
E-maal map @ cwal o] VWebsle © wwwicaRl ong

President

SHAI KUNAL BANERJEE
Yice President
5HRI A5, DURGA PRASAD
Chairman, Continuing Education Programme Committes

. SANJIBAN BANDYOPADHYAYA
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Regions & Chapters

EASTERN REGION Head of Internal Audit Balmer Lawrie & CMA A. K. Swain, Hon’ Director
: Co. Ltd., Dr. Anirban Ghosh, Professor(Oral Coaching) coordinated the whole
3 Days Seminar of IFRS

Netaji Subhas Open University etc. program. CMA Shri S. P. Padhi,

EIRC of ICWAI organized a 3 days Delegages from different Public/ Chairman, CMA S. K. Sahoo, Vice

seminar on International FinanCialPrivate Sectors and practicing memberShairman, CMA, M. R. Lenka, Chairman

Reporting Standard (IFRS) at its OWNoarticipated in the programme. TheP: D- Committee, CMA S. K. Sahoo and
auditorium at 84. Harish Mukherjee s inar\vas very much interactive anéMA S. P. Kar also addressed and
Road, Kolkata-700 025 during 29th 30ty o participants appreciated the valugncouraged the students with their
and 31st May, 2009. addition. advice and guidance.

The programme was inaugurated O'CCU'ITACKBHUBANESV\AR CHAPTER) CMA S. K. Samanta, Secretary of

29th May, 2009 at 9.30 AM by Shri R. - the Chapter extended the vote of
Misra, Director Finance, Heavy Faculty Meeting for further {nanks.
Engineering Corporation, Ranchi wholmprovement of Oral Coaching Seminar on “Corporate Governance-
was Chief Guest of the Programme. Faculties, Managing CommitteeExceptiOnS and Expectations”
Inaugural Session was also graced bghembers and staff of the Chapter met
Guest of Honour Shri I. N. Chatterjee,on 29th March, 2009 to make a detaile% £ i d
Executive Director of Jindal Drilling and discussion on various issues to brin% overna}nce,,- xcep |on_s q banh
Industries Ltd., Shri Debashis Sahapn further developments and rigor incﬁpeftatlonlso (\;iagogglatn.'t,ze fy .
Chairman, EIRC, ShriManas Kr. Thakuroral coaching. Considering theh I?p eron 10.54. FILILS conlereneg
Vice-Chairman, EIRC and Shri Pallabincreasing number of student strengti> -
Bhattacharya, Treasurer, EIRC. and. their expectations, the Managing Mr. K. N. Ravindra, Company
The Program was intended to giveCommittee decided to discuss manyecretary, NALCO Ltd. presented the
an overview of Application of IFRS in relevant issues with the faculties and?@pPer in the seminar and elaborated the
Indian Scenario. The program focussegought their active co-operation andollowing important issues like
more on concepts that are relatively nev@upport. Ol @ mdependent diccls
under Indian GAAP and on topics which Al the faculties and Managing Board room p_ractlces, Rolg of promoters
by and large potentially impact the neiCommittee Members shared: their " ine APl ol mt_jep_endent
worth and profit or loss under morepersonal views and opinions and draqu'reCtorS’ Appointment & flxatllon of
common situations. Additionally it was a road map for further development Ogmrnefatlo? of lrl;ldependentf?;.rectors,
intended to give overview on selectthe Oral Coaching imparted by theTva uatlondo ber o_rn:anc? ofdllrecttor,
other topics across the spectrumChapter. Vice Chairman, CMA. S. K. Se?tl.”e a? regppom mento |recdors,
Considering the fact that lot of Sahoo & Hon’ Director (Oral Coaching) E g9 Jood govermnance proceciiis
challenges are faced during the first time&€MA. A. K. Swain coordinated and Depgndence - prqmoters .w.r.t
implementation, a session wasconducted the meeting. CMA, D Sahaippimtr?em’ iy neration of AUdI R
dedicated on sharing implementatiorChairman, EIRC of ICWAI also sharedﬁsgncgl i;ar;sr,tpi)r?rel?cium fgsrsg:]a:)?
experience by various consultants antlis valuable suggestions to bring infacts P 9 by supp

users both large and SME. further refinement in the Oral Coachin
Nationally renowned experts havingPrOCess. QW REGION

in-depth knowledge, experience andi2nd Oral Coaching Class Inaugural \yrc-ICWAI Students’ Felicitation
expertise about the IFRS had addresséelinction Programme

the program. The galaxy of speakers The Chapter organized an inaugural

g o ; WIRC had arranged Students’

included Shri DIRSISS Chaterjee, _Srfunction for the 42nd batch"eFOral Felicitation Programmegon Saturday 9th

Partner, L B Jha & Co., Shri Ashiscoaching on 05.04.09 at its EBRIETENEE 2 00 at Svdenham Coll

Bhattacharyya, IIM, Kolkata, Shri Amit hall. CMA D. Saha, Chairman, EIRC of » o). At Sy Cen A
Auditorium, Churchgate, Mumbai for all

Lodha from Ernst & Young, Shri Sanjay |cwAI, CMA D. K. Das, CMA K. K. X
Bhattacharyya, reputed tax consultantsastry, CMA N. Mohapatra all pastthe students from Mumbai who have

Shri Bhaskar Sarkar, Director, KPMGChairman’s of the Chapter and CMA I___completed Inter and Final Examination
India Pvt. Ltd., Shri Abhijit D.Sahoo senior member of the Chaptél’ December 2008.
Bandyopadhyaya, Partner, Deloittayere the quests of the occasion and Mr. S. Venkatraman, Controller of
Haskins & Sell, Shri Mrityunjay addressed the newly enrolled, whaccounts, Mahindra & Mahindra Ltd,
Acharya, Sr. Manager—Taxation andarticipated in large numbers. was Chief Guest for the programme.

A seminar on “Corporate
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Regions & Chapters

C_ AURANGABAD CHAPTER )

Falicitation function for successful
students organized by Aurangabad
Chapter

The results of December-2008 exam
of ICWA Course were very encouragin
for Aurangabad Chapter. 60 student
passed the Foundation Course, and 43

model of Activity Based Management
inclusive of vital steps like Activity

ultimately appropriate action taken.
REGION

LUDHIANA CHAPTER

understandable with a well developeds. P. Sarma
'A. S. Nageswar Rao

based cost calculation, its analysis an

i¢e Chairman
Secretary

g. L. Kumar Treasurer

MANGALORE CHAPTER )

Proceedings of the Members’ Meet of
the Mangalore Chapter of the S.I.R.C.
of the Institute of Cost & Works

& 50 students were successful inThe Managing Committee of Ludhiando‘ccoumam:S of India held on Thursday,
Intermediate and Final courseChapter of Cost Accountants has beelfi€ 28th May 2009, at the Karnataka

respectively.

To celebrate this achievement & totn€ year 2009-10 :
boost moral of the students, a functiorR. C. Singal
was organized by Aurangabad ChapteEx Chairman)
Shri Ram Bhogle (Chairman, NirlepSanjeev Jain
Group, Aurangabad) was the Chief\/_ K I
Guest and CMA R. N. Bhave—(Group _ . {
CFO & Head of Strategy, ACG Shiv Kumar Jindal ' Secretary
Worldwide) was the Guest of HonourRattiRam Mainh  Joint Secretary
on the occasion. & Treasurer

D)

CMA S. P. Bhangale, Chairman of( LUCKNOW CHAPTER
the Chapter welcomed the Chief Gues]t

d ted th tiviti f th
and nailes = © eelected for the year 2009-10 :

Patron (Member)

Chairman
Vice Chairman

Chapter. CMA S. R. Pimple introduced _ _
the Guests to the audience and CMAman Malviya Chairman
A. R. Joshi Chairman, Training Mahendra Singh  i¢e-Chairman

Committee briefed about theghgjlendra Palival Secretary
achievements of the training committee .
Hemendra Soni Treasurer

PUNE CHAPTER
C o REGION |

SOUTHERN
On 16th May 2009, Under Continuing_

Education Programme of our Institute( BANGALORE CHAPTER )
Pune Chapter of Cost Accountants

“Activity Based Management” by €lected to the Managing Committee o
eminent faculty-Shri Rajendra Patil, B.Ethe Institute of Cost and Works
(Polymers), FICWA, a practicing Accountants of India, Bangalore

Management Accountant. Chapter, for the year 2009-10 :
Shri Rajendra Patil explained briefly M. R. Krishna Murthy Chairman
e Basic concepts of Activity Based Dattatreya \te Chairman

Costing and Activity Based N. Shiva Kumar Secretary
Management Treasurer

A. V. Jayarama
Approach, outcome and limitations
of Traditional Costing and C___HYDERABAD CHAPTER D
significance of application of The following office bearers were

reconstituted with the office Bearers fo8@nk Auditorium, Kodialbail,

Mangalore-575003 at 4.00 P.M.

The Mangalore Chapter of the SIRC
of the ICWAI conducted the Members’
Meet on Thursday, 28/05/2009 at 4:00
PM.

Sri G. N. Venkataraman, Central
Council Member, Sri A. Om Prakash,
Chairman of the SIRC, and Sri A.V.N.S.
Nageswara Rao, Vice-Chairman of the
SIRC, were dignitaries for the occasion.
The programme was inaugurated by the

he following office bearers have beertignitaries on the Dais by the lighting

of the Lamp.

Sri A.V.N.S. Nageswara Rao, Vice-
Chairman of the SIRC of the ICWAI,
said that there was a dire necessity for
increase in the number of members and
that for this purpose new initiatives were
being undertaken by the Institute. He
said that the new initiatives included
provision of guidance and financial
assistance to ‘C’' grade Chapters for
Fonducting career guidance
programmes as well as for conducting
programmes for benefit of members.

Sri A. Om Prakash, Chairman of the
SIRC of the ICWAI, said that Chapters
has two important functions providing
Coaching to students and conducting
professional Development Programme
but that most of the Chapters
concentrated only on the Coaching
aspect whereas the professional
development aspect was not being

Activity Based Management. elected to the Managing Committee o\ ared as that would result in greater

Its necessity in present Decisiorfe Institute of Cost and Worksvisibility for the profession in the
Making Process and practices of théccountants of India, Hyderabad;qnorate world. He spoke about the
Management Chapter, for the year 2009-10 : new initiatives being undertaken by the

He further made the complex subject. Narayan Rao Chairman ICWAI for increasing member strength
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Regions & Chapters

such as providing financial assistance Sri G. N. Venkataraman, Central(C  PALAKKAD CHAPTER D
to local chapters for advertising the OralCouncil Member, the ICWAI, said an
Coaching of the ICWAI course andExpert Committee Group had looked int%/ear 2009-2010 were elected by the
other programmes for benefit of thethe utility of Cost Auditing and \omper of Palakkad Chapter of ICWAI
members. He said that scope fonccounting Rules at present and hady it meeting held on 06/06/2009 :

Management Accountants hadmade recommendations for makingthe. /o~~~ B e
increased manifold. He also said thageport useful for all users. He informed

the ICWAI had also obtained thethe Members that the Draft Report wad/l- K- Ramakrishnan  i¢e Chairman
recognition from IMA, US, whereby & yailable in the website for valuableN. N. Paremeswaran  Secretary
member can obtain the membership °§uggestions and comments of membes. S. Hariharan Treasurer

IMA by paying the prescribed horeon b

- : y June 23, 2009. The Repop—m e iRAPPAI T CHAPTER
Membership Fee, and CIMA, UK, which also recommended making Cost Auditt - D
exempted 11 papers for the ICWAI, Accounting  provisions The following members have been
students requiring them to sit for only 4.\, 1< for all companies subjecte!ected as Management Committee
papers to qualify, Indian being the only, Members for the year 2009-2010 :

country which enjoyed such exemption.0 a monetegy ce_lllng. He gave theDr M Shiek MohammedChairman
The ICWAI had also introduced information regarding the CAT, its fees“"

The following new office bearers for the

Certified Accounting Course (CAT), structure, eligibility to take the courseJayaraman G ige Chairman
e M Lm of &nd the scope of the course to thdlurugesan J Secretary
Understanding with Government 0fstudents. Arumugam A Asst. Secretary
Oman to set-up an Institute based on Mr. Gregory Fernandes, Member,SankarV Asst. Secretary
ICWAI there. presented the vote of thanks. Panneerselvam E Treasurer

Cancellation of Registration under Regulation 25(1) of CWA ACT, 1959

Registration Numbers Cancelled
for December-2009 Examination
Upto
ERN/029257
NRN/025474
SRN/057259
WRN/039154
RSW/074492
RAF/005798

RE-REGISTRATION
The students whose Registration Numbers have been cancelled (inclusive of the students registered upto 30tl
June-2002) as above but desire to take the Institute’s Examination in December-2009 must apply for
DE-NOVO Registration and on being Registered DE-NO¥&emption from individual subject(s) at
Intermediate/Final Examination of the Institute secured under their former Registration, if any, shall remain
valid as per prevalent Rules.

ForDE-NOVO Registration, a candidate shall have to apply to Director of Studies in prescribed Form
(which can be had either from the Institute’s H.Q. at Kolkata or from the concerned Regional Offices on
payment of Rs. 5/-) along with a remittance of Rs. 2000/- only as Registration Fee through Demand Draft
drawn in favour of The ICWA of India, payable at Kolkata.

Arnab Chakraborty
Date : 29th June, 2009 Director of Studies
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