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Editorial

In Association with Shree Aniruddha Upasana Foundation

- Ambarish Chatterjee

Email: ambarishchatterjeel@rediffmail.com

Dear Friends,

It’sthe 10thissue ! We have completed philosophically
a “decade” ie 10 Golden E Articles of writing and
publishing.

This Journey would not have been complete without
your love and support. To celebrate in our own style
this 10th issue we have lined a array of articles which
are as diverse as the culture of India and as beautiful
as the landscape of India !

Somehwere | had read the golden lines that “Clothing
gives a unique power” to oneself ..How true are
these words when one sees this in perspective of
dress to wear in our daily business life and finally
how we neglect same.

Similarly ERM Enterprise Risk Management is a very
little studied or spoken topic..we have tried to give
a brief synopsis on same. Micro finance which is
presently one of the most discussed agenda of the
present government is been looked into, as banking
needs of vast majority of people are still not met

in present times and there is a huge Gap in same.
If we discuss Micro finance which pertains to Rural
banking can Retail banking be behind!

Regulatory riskis also a topic which is hardly discussed
in today’s time. GST the mother of all solutions
to Indian Taxation woes is been looked into as the
Government pushes its legislation in parliament, and
so is Sustainibility and the overall Corporate world
and its importance.

I’'m sure you will love reading all this articles and
enrich yourself. We have always kept our articles
short and hopefully sweet for you to ensure it catches
your hundred percent attention.

Last but not the least on this occasion of 10th issue
we pay our love at the lotus feet of our mentor and
guide Dr Aniruddha Joshi without whose guidance
and persistence this Journey would not be possible —
We love you Sir — We are Ambadnya - | am Ambadnya
— We love you lots for showing us this path to
knowledge and light.
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In Association with Shree Aniruddha Upasana Foundation

Dress Sense another form of

Common Sense

- Samir Dhond

Email: samir.dhond@gmail.com

Dressing Sense is a subject that can go either which
way depending on the stance one takes. Dressing has
evolved over a period of time and it keeps evolving as
well. Fashions change, styles change and people keep
adapting to those changes that happen around us.
With Season, and with a reason, one changes one’s
way of dressing. Of course, there are many people
for whom dressing is just a way to cover their bodies
and for others, it could be a matter of living. None of
us can say that either of the stances is inappropriate.

Having said that the world looks at a person’s exterior
to begin with. In my experience, people judge a
person based on the way one is dressed on many
occasions. Let us not get into the debate about what
is right for us. The fact is, until someone knows the
person, s/he is likely to go by the observable facts
to decide their course of behavior. To the person it
would be the right way to choose one’s behavior.
Observable behaviors make people define their own
interactions and the intensity thereof.

Well, until | came of age, | was also one of those kids
who dressed for the heck of it. | mean, | had no sense
of style, no likes, dislikes. Not that it is far superior
now but | am better. As years rolled by and | became
aware of my surroundings, as | came to know about
the birds and the bees (so to speak) my emphasis on
clothing improved. Something within me pushed me
to dress to impress the opposite sex to begin with.
As | grew further, | started to realize that my way of
dressing made a difference to my interactions.

Based on my exterior, to a certain extent, people’s
responses towards me changed. Much later as | was
studying business, | felt the need to present myself

a particular way at school. | started thinking about
dressing formally for presentations. | started noticing
the difference in people’s behavior with others at
restaurants, hotels, airports and of course, offices. A
thought cemented that until one knows the person,
s/he would usually look at various aspects of that
person to decide his/her level of interactions. One
would look at a person’s behavior, facial expressions,
gestures, speech and last but certainly not the least,
the attire, or the dress.

In the corporate world and through my interactions
with people from various walks of life, | have gathered
some insights into ways in which we can leverage
from our own clothing. There are advantages and of
course, there are pitfalls. My intent is to share these
thoughts with you so that you join me in facilitating
the importance of clothing to others around us.
However, let me first share with you some of the
Myths about dressing and the reality associated with
each of these.

Myth 1: One’s dress does not matter to anyone

Simply put, it matters! It matters a lot! When one
moves around, especially at work or outside of work,
itisnot necessary that one would interact with people
who know each other well all the time. Infields such as
Sales, Marketing, Business Development, HR, Public
Relations, one meets unknown people all the time.
In today’s fast paced world, it is unfortunate but true
that people neither have the time nor the inclination
to understand the person within. They purely go
by the exterior of a human being or a professional
and make their judgments. In situations such as
these one’s dress/clothing can facilitate in creating
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a positive first impression. Now, let us understand
that one’s dress is not the sole criterion by which a
person would judge another but it is certainly one of
the criteria that would be applied. Therefore, one’s
dress is important in the larger scheme of things. As
we go along, we shall talk about appropriate dress
code for all.

Myth 2: A well-dressed person can impress anyone

Not really! As | said earlier, while dress is important,
one needs to exhibit knowledge, confidence, candor
and an ability to connect with another as well. Mere
dressing can impress someone but momentarily.
Unless of course, one is working in a field such as
fashion, performing arts, or if one holds an image
in society, dress would not go a long way in giving a
person mileage for sure.

Myth 3: Expensive, branded clothing is a must in
being presentable

This is certainly not true. Many people believe that
expensive, branded clothes are great in creating an
impression on another person’s mind. Be it during
occasions, or be at work, | think what matters
the most is the presentability of one’s clothing.
Your clothes can be non-branded but if they are
washed well, ironed well and look prim and proper
on a person, they are bound to create a positive
impression. | personally think that one needs to wear
clothes one is comfortable in. We all must look at our
affordability as well. However, it is easy to maintain
the clothes we wear.

It is also important to remember that in order for
us to present ourselves, our clothing needs to be
well washed, ironed and clean. A crumpled shirt;
however expensive it might be; is not going to look
good or presentable for sure. One must acknowledge
this fact. Many of us tend to wear the same set of
clothing several times before we wash that clothing.
However, it is important to note that all of us sweat
and all of us have a body odor. If we do not wash our
clothing regularly, that piece of clothing would tend
to smell. Without intending to sound condescending,
it is a good habit to put up your clothes for washing
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if used once.

Myth 4: Only few people need to dress well

| hear this from many people. In fact, it surprises me
because the comment does not necessarily come
from a particular gender. Men as well as Women have
said the same thing to me. However, | beg to differ on
this one big time. | think one needs to dress well for
oneself first. Everyone’s definition of dressing well is
bound to be different. When | urge people to dress
well, | never refer to the fabric, color or cost of that
clothing. All | say is one’s clothing needs to reflect
one’s personality. So it does not matter if one wears
cotton or silk or gold, as long as one is comfortable
in that attire. If you are presentable, you are dressed
well.

One needs to look presentable in a situation. When
people look at a person, they should feel like walking
up to that person to strike a conversation. One’s
clothing also reflects one’s personality, they say.
| believe in that for sure. On many occasions, one
would be expected to wear a certain kind of clothing.
For example, if there is a wedding happening, one
would be expected to wear clothes that represent
happiness, celebration. Therefore, the clothing
would typically reflect that spirit. However, if one
were to attend a funeral or a condolence meeting, it
is best to avoid bright clothes.

| also feel that if one is expected to attend a function
where one does not know people too well and one
ought to be present there, | would say it is better
to over-dress than under-dress. Let me give you an
example, you are invited at someone’s house for a
house warming party, a social get together but you
have never been there and you don’t know people
there, it is better to wear slightly more formal
clothing even if it looks as if you are over-dressed.

Myth 5: More fashionable you are, the better it is

Today’s youth works on implementing latest fashion
trends in their lives. At one level it is nice to know that
they are conscious about their presentability but on
the other hand, one must know that everything does
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not look good on everyone. Some clothes look good
on people who are slim where as some clothes look
better if one is slightly stout. One must know one’s
body type so that it becomes easier to wear a variety
of clothing. Being fashion conscious is not a must.
Being presentable in whatever you are wearing is
beneficial for everyone.

Myth 6: Colors and Fabric do not matter

Colors and fabric matter. All colors do not look good
on everyone. One must know ways in which one can
choose colors that they would like to wear to enhance
their personality. One must consider season, one
must consider skin color before choosing a color to
wear. For example, if you have a skin color that is on
the darker side, it is advisable to use colors that are
light or pastel. Itis bound to flatter your personality. If
one is fair complexioned, one can wear bright colors.
As | mentioned earlier, it is advisable to consider the
occasions before choosing colors to wear as well.

In today’s world, a variety of fabric is available for
the consumer. However, certain fabric does not
absorb sweat easily. Therefore, it is important to
choose fabric accordingly as well. Itis prudent to pay
attention to the season. For example, in summer,
use cotton. In winter, use woolen clothes. Synthetic
fabric if worn in summer will not absorb sweat;
leading to terrible body odor. One must keep this at
the back of one’s mind.

In Association with Shree Aniruddha Upasana Foundation

Types of Dressing

Formal: This usually means a dress pant and a dress
shirt, formal shoes and at times, a neck tie as well as
a blazer or a suit.

Semi-formal: Just a dress shirt and a dress pant with
formal shows.

Business casual: A trouser (cotton, pleated or un-
pleated), with casual shirts usually with collar.

Casual: Casual clothing would mean a pair of jeans
and a t-shirt

Ethnic: This type of clothing is where one wears
clothes from the region one comes from. It could be
traditional clothing as worn by men and women of
that region.

By now, each of us must have got an idea about
one’s clothing and its impact on the quality or the
type of interactions we might have. Once again,
while clothing is not the sole criterion for anyone to
decide the quality and type of one’s interaction, it
is certainly something that contributes to the first
impression. All of us know that the first impressions
last long. | encourage you to mull over this a little bit
so that you are able to modify (if you choose to) your
ways of dressing.
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Enterprise Risk Management (ERM)
and Sustainability: A Primer

- Sunil Bahl

Email: sunil.bahl@ilfsindia.com

Background

(1) Enterprise risk management (ERM) is not really
a new concept, having been introduced about 15-
20 years ago. However, its importance has galloped
over this period starting from being treated as just
a fancy jargon to becoming the new management
mantra for corporates. It has now become globally
accepted as a part of risk management practice and
in some countries even as a regulatory requirement.

(2) Investors are always ready to allow a premium
for companies who implement ERM. There are long-
term business benefits associated with ERM and thus
market valuations of such companies command at
least @ 15% premium as indicated by survey studies.

(3) Riding along with risk management and for
similar reasons, sustainability has steadily grown in
importance to become a critical part of corporate
board management strategy. This is a far cry
from the initial perception of sustainability as an
‘environmental necessity expenditure activity’ to
keep activists at bay.

Enterprise Risk Management

(1) Risk

What is risk? To quote: It is a probability or threat
of damage, injury, liability, loss, or any other
negative occurrence that is caused by external or
internal vulnerabilities, and that may be avoided
through pre-emptive action.

With respect to financial risk, it can be taken to be the

probability that an actual return on aninvestment will
be lower than the expected return. Financial risk in
turn is divided into different categories and could be
Capital risk, Country risk, Default risk, Interest rate
risk, Liquidity risk etc.

With respect to business risk, it can be taken
as the probability of loss that is present in
an organization’s operations and environment (such
as competition and adverse economic conditions)
that may adversely affect the ability of the business
to provide returns on investment. Thus, for a
corporate, the business risk plus the financial risk will
equal total risk.

(2) Risk Management

Given the  above, what <can be risk
management? It is the process of
identification,  analysis, assessment, control,

and avoidance, minimization, or elimination of
unacceptable risks. An organization may use risk
assumption, riskavoidance, riskretention, risktransfer
or any other strategy (or combination of strategies)

in proper management of future events.

Read more: http://www.businessdictionary.com/
definition/risk-management.html

(3) Enterprise Risk Management (ERM)

The phrase was coined and defined in the
US as “a process, effected by an enterprise’s
board of directors, management and
other personnel, applied in strategy setting
and across the enterprise, designed to identify
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potential events that may affect the entity,
and manage risks to be within its risk appetite,
to provide reasonable assurance regarding the
achievement of enterprise objectives.” A
formal ERM process has eight components:
(1) internal environment, (2) objective setting,
(3) event identification, (4) risk assessment,
(5) risk response, (6) control activities,
(7) information and communication, and
(8) monitoring.

ERM has now become a top board agenda item
resulting. Appointment of Chief Risk Officer (CRO)
who undertakes ERM initiatives are now common
amongst risk conscious organizations. In some
countries, Regulators have also set statutes and rules
in this regard.

Read more: http://www.businessdictionary.com/
definition/enterprise-risk-management-ERM.html
Sustainability

(1) By definition, sustainability is the ability
to maintain or support an activity or process over

the long term. In economic terms, it
implies continued development or growth,
without significant deterioration of
the environment and depletion of natural

resources on which human well-being depends.
Corporates have to ensure that their operations and
businesses do not create, for the sake of current
profit, a situation whereby future generations
suffer or are deprived of natural environment and
resources.

Read more: http://www.businessdictionary.com/
definition/sustainability.html

(2) The changing global environment is challenging
companies today to look beyond financial
performance. Companies are increasingly realizing
the need to integrate environmental and social
aspects within the business strategy. Properly
executed, sustainability policies promote faster
growth and reduce risk, which benefits the company

In Association with Shree Aniruddha Upasana Foundation

and its stakeholders—including employees,
shareholders, regulators, and the communities in
which it operates. In fact, sustainability touches
every aspect of a company’s ability to manage risk
and grow its business.

(3) Certain companies are successful and growing
because they regard themselves as good corporate
citizens and value sustainability as a corporate
objective. Multinationals that come under this
category include General Electric (GE), L'Oreal, and
Unilever and ITC, L&T, Reliance, Dr. Reddy’s on the
domestic front.

(4) In fact, companies that do not do so are running a
risk because sooner or later they are going to run into
problems with regulators and investors as a result of
which their reputation and brand value is going to
take an irreversible downsizing. A good example of
this is the tarnishing of the image of security, stability
and reliability enjoyed by large banks and institutions
post the financial crisis in 2008. The goodwill in the
form of consumer trust, essential for sustainability of
these banks and institutions, had been compromised
and the ripples are still strong.

(5) Manufacturers have different types of risks
to deal with. For instance, both Coca-Cola
Company and PepsiCo came under attack from
environmentalists and activists on account of the
relatively high large water usage/wastage at their
India bottling plants, clearly not a sustainable
practice. Acknowledging the same, both the
companies set about a correction course to achieve
“positive water balance”— saving more water than
it uses through sustainable agriculture initiatives,
recycling, and recovery. Critics were silenced and the
companies overcame a potential high business risk
that could have severely affected production and
profits. Another example is from Nike. The company
developed a new method of making running shoes
that reduced wastage by almost 80% and also
reduces water usage. In all these examples, what
is seen is that companies that resort to sustainable
practices, either voluntarily or involuntarily stand to
benefit both on profits and community goodwill.
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(6) Investors recognise this. Thus, companies that
invest in corporate social responsibility (CSR) and
environmental, social, and governance (ESG) projects
can raise cheaper monies as their ratings are higher.

ERM and Sustainability

Given that sustainability involves dealing with
significant strategic, business and operational risks,
it makes sense to integrate it with ERM. Many
companies are recognising and doing this. In fact,
such companies have a robust ERM and are valued
at a premium by investors.

However, companies need to be specificin their policy
statements and vagueness will not do. There should
be quantifiable outcomes, budgets and timelines
for programmes related to environment, employee
health and safety, community welfare, corporate
governance etc. Some ways in which this can be
done are:
(1) ERM/Sustainability should be governed at the
Board level with an Executive Director leading
the Committee at the operational level. Also, a
strong governance structure should be set up.
This conveys a strong message to the rest of the
company that it matters.

(2) No point in laying down a risk policy without
measuring and monitoring. For instance, if the
Company lays down an objective of zero accidents
on the shop floor, it needs to be measured and
deviations explained in detail. Responsibilities
have to be assigned to ‘Risk Managers’ whose job
it is to understand define and mitigate the risks.
For instance, in the above example, even if there
is a reduction in the total number of accidents
over the year as compared to the previous year,
the objective of zero accidents is not met. Is it
unrealistic? Management will decide and this
information becomes part of a strong MIS to the
risk committee. It may not always be possible to
quantify the risk - for instance, the risk of loss in
employee morale. However, this can be projected
as the number of absenteeism as a proxy.

In Association with Shree Aniruddha Upasana Foundation
Recognising that the control of risk is in
the hands of the person who identifies the
risk, many companies allow Risk Managers
to self-assess, setting out the probability
and severity of key risks, what risk controls
exist, and how effective they are. Such risk
control mechanisms form part of the strategy for
the company as a whole.

(3) Every company has to decide as a management
strategy how much riskitis willing to bear; in other
words, what is its risk appetite? Only when this is
in place can we talk about risk management.

(4) What kind of MIS should the company have to
report risk, steps taken and effectiveness?

Read more: http://www.workiva.com

Conclusion

Incorporating ERM as part of management top
strategy has created corporate long-term winners, as
witnessed by surveys and track records of companies.
Sustainability is also being recognised as another
management strategic inclusion. Incorporating
sustainability into the ERM framework can make the
ERM framework more robust. All this requires policy
and action. The principles of ERM have to run across
the supply chain of the Company. ERM is basically an
acknowledgement by a Company of the role that it
has to play in society. This is beyond the fiduciary and
regulatory compliances. Ignoring it can be disastrous
as a brand remains tarnished over a long time.

As per David Schmittlein, Dean of the Massachusetts
Institute of Technology (MIT) Sloan School of
Management, in an interview: “We talk about a
commitment to improve the world, to understand
organizations -- profit and nonprofit,
entrepreneurial and big organizations -- can and
must have that impact and be understood to be
having that impact. | don’t say this as a do-gooder, or
to be naive, but the social contract that businesses,
organizations in general, have with the world is
changing; and unless organizations can demonstrate

how
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and explain the social purpose and the social value
that they’ve fulfilled, they will fail. They will run into
insurmountable obstacles. That wasn’t the case 50
or 60 years ago, indeed probably not even 10 years
ago. And it isn’t just a consequence of the economic
events of the last few years. So, there will be a need
for leaders in an organization, not just at the top,

In Association with Shree Aniruddha Upasana Foundation

but throughout the organization, to give voice to
the social value, the social purpose, played by their
organization. It’s going to be a fundamental aspect
of management and our students have to be able to

IH

do it wel
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Microfinance in India

- Saurav Dasgupta

Email: saurav.dg@gmail.com

Overview

Microfinance refers to the provision of financial
services to low-income clients, including the self-
employed. The term also refers to the practice of
sustainably delivering those services.

More broadly, it refers to a movement that envisions
“a world in which as many poor and near-poor
households as possible have permanent access to an
appropriate range of high quality financial services,
including not just credit but also savings, insurance,
and fund transfers.”

Traditionally, banks have usually not provided
financial services to clients with little or no cash
income. Banks must incur substantial costs to
managing a client account, regardless of how small
the sums of money involved. For example, the total
revenue from delivering one hundred loans worth Rs
1,000 each will not differ greatly from the revenue
that results from delivering one loan of Rs 100,000.
But it takes nearly a hundred times as much work
and cost to manage a hundred loans as it does to
manage one. A similar equation resists efforts to
deliver other financial services to poor people. There
is a break-even point in loan and deposit sizes below
which banks lose money on each transaction they
make. Poor people usually fall below it

Salient Features of Microfinance
1. It promotes credit as a human right.

2. Its mission is to help the poor families to help

themselves to overcome poverty. It is targeted to
the poor, particularly poor women.

3. Most distinctive feature of Microfinance is that it
is not based on any collateral, or legally enforceable
contracts. It is based on “trust”, not on legal
procedures and system.

4. It is offered for creating self-employment for
income-generating activities and housing for the
poor, as opposed to consumption.

5. It was initiated as a challenge to the conventional
banking which rejected the poor by classifying them
to be “not creditworthy”. As a result it rejected the
basic methodology of the conventional banking and
created its own methodology.

6. It provides service at the door-step of the poor
based on the principle that the people should not go
to the bank, bank should go to the people.

7. In order to obtain loans a borrower must join a
group of borrowers.

8. Loans can be received in a continuous sequence.
New loan becomes available to a borrower if her

previous loan is repaid.

9. All loans are to be paid back in installments
(weekly, or bi-weekly).

10. Simultaneously more than one loan can be
received by a borrower.

11. It comes with both obligatory and voluntary
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savings programmes for the borrowers.

Gaps in Financial system and Need for
Microfinance

According to the latest research done by the World
Bank, India is home to almost one third of the
world’s poor (surviving on an equivalent of one
dollar a day). Though many central government and
state government poverty alleviation programs are
currently active in India, microfinance plays a major
contributor to financial inclusion. In the past few
decades it has helped out remarkably in eradicating
poverty. Reports show that people who have taken
microfinance have been able to increase theirincome
and hence the standard of living.

About half of the Indian population still doesn’t have
a savings bank account and they are deprived of all
banking services. Poor also need financial services
to fulfill their needs like consumption, building of
assets and protection against risk. Microfinance
institutions serve as a supplement to banks and in
some sense a better one too. These institutions not
only offer micro credit but they also provide other
financial services like savings, insurance, remittance
and non-financial services like individual counselling,
training and support to start own business and the
most importantly in a convenient way. The borrower
receives all these services at her/his door step and in
most cases with a repayment schedule of borrower’s
convenience. But all this comes at a cost and the
interest rates charged by these institutions are
higher than commercial banks and vary widely from
10 to 30 percent. Some claim that the interest rates
charged by some of these institutions are very high
while others feel that considering the cost of capital
and the cost incurred in giving the service, the high
interest rates are justified

Micro Finance on the Indian Subcontinent
Loans to poor people by banks have many limitations

including lack of security and high operating costs.
As a result, microfinance was developed as an
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alternative to provide loans to poor people with the
goal of creating financial inclusion and equality.

Muhammad Yunus, a Nobel Prize winner, introduced
the concept of Microfinance in Bangladesh in the
form of the “Grameen Bank”. The National Bank for
Agriculture and Rural Development (NABARD) under
the aegis of Reserve Bank of India (RBI) took this idea
and started the concept of microfinance in India.
Under this mechanism, there exists a link between
SHGs (Self-help groups), NGOs and banks. SHGs
are formed and nurtured by NGOs and only after
accomplishing a certain level of maturity in terms of
their internal thrift and credit operations are they
entitled to seek credit from the banks. There is an
involvement from the concerned NGO before and
even after the SHG-Bank linkage. The SHG-Bank
linkage program, which has been in place since 1992
in India, has provided around Rs 205.85 billion as
of 31t March 2013. It involves commercial banks,
regional rural banks (RRBs) and cooperative banks in
its operations.

The breakup is illustrated as under:

Corporation

ICICI Bank
Limited
4

State Bank
of India

IDBI Bank Ltd

10% sipgl Bank
%

Vijaya Bank
3%
Bankof Axis Bank Limited
India 3%
25 MAS Financial
Services Ltd
%

Central

Regulations for Microfinance Companies
(MFI) and Self Help Groups (SHG)

The Micro Finance Institutions (Development and
Regulation) Bill, 2012

Highlights of the Bill :-The Bill seeks to provide a
statutory framework to regulate and develop the
micro finance industry.
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1. The Reserve Bank of India (RBI) shall regulate
the micro finance sector; it may set an upper limit
on the lending rate and margins of Micro Finance
Institutions (MFIs).

2. MFls are defined as organizations providing micro
credit facilities up to Rs 5 lakh, thrift collection
services, pension or insurance services, or remittance
services.

3. The Bill provides for the creation of councils and
committees at central, state and district level to
monitor the sector.

4. The Bill provides for a Micro Finance Development
Fund managed by RBI; proceeds from this fund can
be used for loans, refinance or investment to MFls.

5. The Bill requires the RBI to create a grievance
redressal mechanism.

Key Issues and Analysis

1. The Bill provides safeguards against misuse of
market dominance by MFIs to charge excessive
rates. It allows RBI to set upper limits on lending
rates and margins. However, there is no provision
for consultation with the Competition Commission
of India.

2. The Bill allows MFIs to accept deposits. Unlike
banks, there is no facility for insuring customer
deposits against default by MFIs. The minimum
capital requirement is also lower, though RBI may
prescribe higher requirements.

3. The Development Fund for MFls is to be managed
by the RBI. The Bill also enables regulatory powers
to be delegated to NABARD. Both these provisions
could lead to conflict of interest.

4. The Bill provides for the creation of micro finance
committees at central, state and district levels to
oversee the sector. However, the formations of
these committees are not mandatory.
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5. The Bill allows MFIs to provide pension and
insurance services. However, it does not provide
for regulation by or coordination of RBI with the
respective sector regulators.

Key tenets governing the disbursement of
loans are as under:

* Income — generation activities should constitute
at least 70 percent of the total loans of the MFI
and the remaining 30 percent can be for other
purposes such as housing repairs, education,
medical and other emergencies.

e Annual household income levels of borrowers
should not exceed Rs 0.06 million in rural
areas and Rs 0.12 million in urban / semi urban
locations.

e Loan amounts to be limited to a maximum of
Rs 35,000 for the first cycle and Rs 50,000 from
second cycle onwards with total indebtedness
not to exceed Rs 50,000

e  MFI’s must be members of at least one credit
Information Company / credit bureau.

e Loan tenure can be 12 months for amounts less
than Rs 5,000 and a minimum of 24 months for
loans greater than Rs 15,000.

e Repayment frequency to be decided in
consultation with the borrower — monthly,
fortnightly or weekly.

e There should be collateral free lending.

Some Key Microfinance
functioning in India are:

Companies

1. Bandhan Financial Kolkata, Pvt. Ltd. Services Pvt
Ltd (BFSPL). The first MFI to have been granted full-
fledged Banking License by RBI in 2014.

2. SKS Microfinance Secunderabad, Pvt. Ltd. Ltd
(SKSMPL)
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3. Grameen Financial Bangalore, Pvt. Ltd. Services
Pvt Ltd (GFSPL)

4. Ujjivan Financial Bangalore, Pvt. Ltd. JLG,

5. Sarvodaya Nano Chennai, Public Ltd.

6. Janalakshmi Financial Bangalore, Pvt. Ltd.

7. Equitas Micro Finance India P Ltd.

8. Bhartiya Samruddhi Finance Ltd.

9. Arohan Financial Services Ltd.

10. Annapurna Financial Services Pvt. Ltd.

Challenges facing the Indian microfinance
sector

The
unprecedented growth in this decade. Increased
outreach, large investments and the growing role of
private equity coupled with greaterdemand are some
of the characteristics that could be marked with the
recent development of the sector. The growing scale
has brought with it its own set of challenges. Some of
the key challenges discussed in the report are:

Indian  microfinance sector has seen

Requirement of deposit services — There are limited
deposit services available for the poor in India. Under
the SBLP, group savings accounts are opened in local
banks, but these are used primarily for internal group
lending, though with access to savings on exit. MFls
find it difficult to offer this service due to regulatory
restraints. NBFCs hold a major chunk of the outreach
and portfolio but are not permitted to accept
member savings as deposits thereby leaving a large
proportion of their clients (virtually all low income
families around or below the poverty threshold)
without access to this service.

Deepening of outreach — Unless SHPAs and MFls
know the depth of their outreach to clients below
the poverty line (and different poverty lines) it will
be difficult for them to address any issues related to
the poor. In the fast paced growth of the sector it
is particularly important to analyse if microfinance
services providers are reaching down to those most
in need and those not serviced by formal financial
institutions. This is the common mandate (by and
large) of most microfinance service providers and
as tools have become available to measure poverty

In Association with Shree Aniruddha Upasana Foundation

levels, the challenge is for institutions to define their
target outreach more clearly, effectively segment
their market and respond with appropriate products.

Social performance management and reporting
— Whilst financial performance management
and reporting has developed across the sector,
with consensus on key indicators and ratios, the
development of social performance management
is just beginning. This is seen at the international
level to be increasingly important, to ensure that
microfinance meets its so cial goals as a double
(or triple) bottom line sector. It will require some
reorientation and skill building, to encourage SHPAs
and MFIs to go beyond the numbers to ensure quality
services with consistent management and reporting.

Sector slow down due to global economic crisis —
The global economic crisis has affected all sectors
across countries and continents. Smaller MFlIs face
problems in obtaining debt funds from banks and
find it difficult to maintain liquidity. The liquidity risk
has the potential to hamper refinancing of existing
clients, leading to the risk of a rise in the current
default rate.

The problem of multiple lending—With an increasing
number of MFIs and expansion of operations, the
issue of overlapping membership and potential over-
indebtedness is beginning to emerge, particularly
in certain areas of the country. This is an area that
needs more research, and clearer guidelines for the
sector on appropriate practice.

Regulation — Regulatory movement with regard
to microfinance has been slow and debates are
still underway — as to which institution should be
entrusted with regulatory supervision of the sector,
and how to regulate the new NBFCs which serve a
substantial majority of MFI clients.

Conclusion
The Indian microfinance sector has grown by leaps

and bounds during the first decade of the twenty first
century. A lot of changes have been seen during the
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last ten years on how the microfinance institutions
function. Most of the MFIs overall continue their
efforts to become more efficient and productive. Self
Help Group Bank Linkage Program (SBLP) has also
grown exponentially and is considered as the single
largest microfinance program globally. However, in
this quest for growth and expansion the essence of
microfinance as a program for reaching the poor and
excluded has lost its focus. There are other challenges
as well, as discussed above (including savings
services, social reporting, capacity building, tackling
funding requirements and over-indebtedness, micro-
credit plus and an enabling regulatory environment)
that need to be addressed and would go a long
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way in making the Indian microfinance sector more
inclusive, vibrant and sustainable.
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Risk - based approach to
Regulatory Administration
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The last two decades witnessed significant growth
and dynamism in global capital markets. This growth
created new markets, exchanges and intermediaries
and also led to the emergence of progressively
complex financial products and instruments.
Structural improvements helped develop large and
complex financial structures, promoted financial
engineering and exploited new avenues of financial
leveraging that was accompanied by greater risk
appetite and infusion of information technology. The
supervision of these complex structures also made
parallel transitions to meet the requirements of the
new necessities, evolving from an initial emphasis on
ensuring compliance with laws and rules, towards a
much more comprehensive approach designed to
ensure proper management of all the risks associated
with complex institutions.

Thisevolvingmarketscenariocombined withtheneed
for better allocation of limited supervisory resources,
prompted regulators to find improved methods of
identifying, measuring and mitigating risks posed by
the new breed of market participants and the new
financial products. Consequently, increasing number
of regulatory bodies are now moving away from a
rigid rules-based system of regulation to a system
that is more reliant on the supervisors’ discretion
and professional judgment through adoption of
a risk-based supervisory structure. This includes
licensing (minimum entry requirements) and
capital requirements, risk assessment frameworks
and inspection methodologies. Put simply, it is an
approach to evaluate licensed intermediary based
on various risks parameters as against rule-based
regulation.

However, while risk-based supervision holds out the

hope of a more flexible and targeted regime which

can adapt to fast changing market developments, it

also places pressure on supervisors who are expected

to address these new challenges, through:

e the use of supervisory discretion;

e corporate governance; and

e assessment of supervised
management.

entities  risk

Objectives of Risk-Based Supervision

The objectives of the regulation can be placed under
three broad headings and are:

e safeguard the stability of the financial system,
especially the safety and soundness of the
settlement system; and

e promote efficiency in the operational
compliance methods of market intermediaries;
and

e provide adequate protection to customers of
financial services offered by intermediaries.

and

The main objectives for the risk-based supervision

evolving from the above supervisory objectives are

to:

e Dbetter profiling of intermediary’s risk position
and its possible impact on the market;

e adjust the scope and intensity of supervision in
relation to the level of risk exposed;

e integrated supervisory regimes-efficient use/
effective allocation of scarce resources;

* a more pro-active approach; and

e promote confidence in the system as a whole.
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Regulatory risk is an actual or potential event or
circumstance that interferes with the achievement
of a regulation policy objective or administrative
outcome, and that is measured in terms of the
consequences of an event and its likelihood.

Adopting a risk-based approach can simplify key
regulatory processes that govern business activities.
This fundamental step involves moving from
inspections, licensing, and other regulatory tools
that cover all business uniformly to an approach
that tailors the instruments used for regulation and
control based on the level of risk. The higher the
potential risk posed by a specific business activity,
the stricter the control and the greater the need for
licensing or permitting and in-depth, more frequent
inspections. For low-risk activities, a license or permit
should generally not be required, and inspections
should be rare. Having a proper methodology and
tools to classify enterprises or activities according
to risk is thus particularly important. Risk matrices
are the primary way used to conduct this sort of
classification.

It is important to highlight that a regulator’s role is
not to completely eliminate risk, but to effectively
manage risk, as the cost associated with eliminating
risk would in most cases be prohibitive. In adopting
a risk-based approach a regulator should therefore
consider stakeholder expectations, while at the
same time acknowledging that some level of residual
risk will exist in the system. Risk-based approaches
provide regulators with a structured framework
to identify, analyse, prioritise and respond to risk.
Regular monitoring of regulatory risk enables a
regulator to adjust its strategies, activities and
enforcement activities to reflect changing priorities
that result from new and evolving regulatory
threats and changes in stakeholder expectations.
This may result in either an escalation or reduction
in regulatory activity. While adopting risk-based
approaches to regulatory administration is integral to
sound practice, the value of maintaining a base level
of compliance management activity for regulated
entities should not be overlooked. The potential
for a low-risk entity to be subject to some form of
compliance activity can be a sufficient incentive
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for these entities to continue to voluntarily meet
their obligations. Such interactions also provide an
opportunity for regulators to engage with regulated
entities and act as a conduit for education and two-
way information sharing.

Key considerations — a risk based approach to

regulatory administration:
1. Promote a risk management culture that
supports an integrated approach to the
identification and management of risk, while
recognising that a level of residual risk will remain
as the cost associated with eliminating risk would
in most cases be prohibitive.

2. Integrate risk management into strategy,
planning, decision-making and other processes.

3. Regularly monitor and review risks - this
information can be shared across the regulator
and used to adapt or tailor risk management
processes and effort according to the likelihood,
consequences and nature of risks identified.

4. Educate officers about a regulator’s risk
management policies and procedures and make
sure officers are trained in their application.

The most important elements of regulatory risk

based approach are:

e Setting the risk tolerance

e Risk identification and risk assessment

e Assigning scores and ranking firms or sites

e Linking supervisory resources and responses to
the risk scores.

The following could be key issues in designing a risk-

based approach:

e Approaches taken to risk tolerance

e The choice between objective and subjective
indicators

e The relative roles of impact and probability

e The role of weighting

e The low risk firms which are usually the majority
of the regulated population

Following are some of the examples of administrative
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designs regulators’ follow while taking risk based
approach towards regulatory environment:

Effective information management

Effective regulatory administration is based on sound
information management practices, including: the
collection and retention of relevant data to support
regulators in identifying and managing risks, making
regulatory decisions, and evaluating regulatory
administrative strategies and practice. Regulatory
data may be supplied to, or acquired by, regulators
through their normal activities. A sound regulatory
information management system:

o facilitates the capture of data that may provide
insight into regulatory risk, non-compliance
by regulated entities and potential negative
regulatory outcomes;

e supports analysis of data to assist in identifying
trends and patterns that may be indicative of
systemic risks or weaknesses in the regulatory
regime;

e disseminates information in a timely way only
to those who have a legitimate interest in the
information and a need to know;

e creates a repository of information that supports
consistency in decision-making; and

e assists regulators in meeting their statutory
record-keeping obligations.

Communication mechanisms

Effective communication and stakeholder interaction
is essential to regulators achieving the Government’s
regulatory outcomes. If regulated entities are
not aware of their regulatory obligations or face
significantbarrierstoaccessingsuchinformation, they
are not well positioned to comply. Communication
mechanisms can include: publishing information
online; social media; electronic distribution of
information to subscribers of information services;
formal consultative arrangements; informal and
ad hoc processes; point of contact and feedback
mechanisms; or a combination of these. Through
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these processes regulators need to act as an
authoritative source of information for regulated
entities and other stakeholders.

Electronic distribution

and

to, an
information or notification service can assist in
maximising coverage at a low cost. Advice, guidance
and other general information about the regulatory
regime or notification of the posting of relevant
information on a regulator’s website can be provided
to stakeholders and other interested parties in a
timely manner. Such facilities should also allow
subscribers to unsubscribe or opt out of the process
where they no longer wish to receive the information
or notifications.

Providing a capacity for,
stakeholders to subscribe

encouraging
electronic

Social media

The use of social media communication channels
provides regulators with the opportunity to
communicate with a large audience, very quickly
and at a low cost. This type of communication can
be particularly useful where up-to-date and accurate
information needs to be quickly distributed to a wide
audience. However, social media is self-moderating
and information can be distributed by third parties
without the accuracy of the information having
been verified. Consequently, regulators may need
to monitor social media communication channels
where they are used to ensure credible information
is readily available. A regulator making use of social
media should have in place an appropriate social
media policy to guide employees’ behaviour.

Sharing data within the agency

Information access protocols should allow regulatory
decision-makers timely access to data. Well-
designed information access protocols recognise the
need to control access to certain data (for example,
restricting access for privacy or secrecy reasons), but
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also allows timely access to data where there is a
demonstrated need to know. Such an approach can
reduce the incidence of “information silos” within a
regulator.

While data collected by regulators should only be
shared on a need to know basis, it can be difficult
for regulators to identify all instances where data
should be shared and with whom. In considering
when and how information should be made
available, regulators need to consider the potential
risk and consequences of disclosing or not disclosing
the information. Periodic review of data-sharing
approaches is likely to benefit a regulator.

Transparency and accountability

Regulators are required by government to be
transparent and accountable in their decision-
making processes. This places an obligation on
regulators to provide a broad range of information
to regulated entities and other stakeholders, unless
there is a compelling reason for the information
not to be disclosed. Regulators are responsible for
creating and maintaining accurate records of their
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activities, including their decision-making processes.
The recording of regulatory actions and the reasons
for these actions is important for both transparency
and accountability, particularly as a regulator’s
decisions or actions may be later challenged.

Conclusion

Risk-based supervision, can improve regulator’s
efficiency and effectiveness of regulatory processes
by optimum utilization of supervisory resources.
It also promotes a proactive compliance culture
among market intermediaries. Development of
sufficient regulatory capacity that ensures its
effective implementation is, however, a challenge to
this supervisory approach. With all its challenges, the
successful implementation of a focused, proactive
and efficient risk-based supervisory methodology
that is able to evolve as the markets further develop
(dynamic in character), is imperative in achieving
the regulatory objectives of capital and financial
stability, the maintenance of market integrity and
the protection of investors.
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GST - A Game Changer for
transpotation sector

- Suhas Dongre
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Background

India with a market over 1.2 billion consumers
is one of the fastest growing economies in the
world. Transportation and logistics industry play an
important part in country’s economy.

However, the evolution of transportation sector
has been plagued by inefficiency due to poor
road infrastructure and sub-optimal supply chain
networks. Supply chain design and implementation
in India has been dictated more by tax consideration
rather than efficiency. Goods are subjected to
multitude of taxes like excise duty, central sales tax
(CST), value added tax (VAT), entry tax and octroi,
among others resulting in cascading taxes and higher
administrative work. This in turn entails longer lead
times and higher costs. These taxes administered at
various levels by the central governments and local
municipalties lead to a multiplicity of authorities,
multitudinous documentation, bureaucratic
impediments and escalating taxes.

To overcome the taxation problems, Goods and
Services Tax (GST) is the need of the hour for country
as well as transportation and logistics industry.

Need for GST

Let us look at prevalent tax structure in India, before
we dwell into benefits that GST would supposedly
bring in. The current tax structure is quite complex -
there are central level taxes in form of excise, customs
duty and CST, and then there are varying state level
taxes in form of VAT and other levies like Octroi,

state level cess etc. The problem is that, state level
taxes are applicable on top of central taxes. Which
means the manufacturer/supplier is paying taxes on
taxes. Only way to avoid this multi tax scenario is to
create a stock transfer between inventory stocking
points within states.

Hence, most industries - like manufacturing/third
party logistics players - generally have warehouses/
offices in each state to reduce tax burden of Central
Service Tax (CST). Thus, planning is more driven
by logic of saving taxes, rather than achieving
operational efficiency.

Any large Logistics Service Provider (LSP),
manufacturer or Consumer Packaged Goods (CPG)
player hence maintains warehouses in all the
states of operations. With 33 states in India, that
accounts to 25-40 small warehouses (depending of
regions and scale of operations) instead of 6-8 large
warehouses which would be needed for geography
of this size. For some manufacturers/CPG corporate
with countrywide operations, we have seen the
number of warehouses as high as 55-60. Adding
to this inefficiency is the fragmented structure in
Indian Logistics industry which results in extreme
competition.

With such cost structures, and margins less than 5%
on turnover of few millions, implementation of ERP/
technology at multiple warehouses is costly affair.
Hence, most small to medium businesses in this space
have stayed away from technology implementations
that can result in long term profits. In any case, with
smaller warehouses, the automation will not vyield
great benefits; hence most of the warehouses are
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semi-automated or completely manual. Labour in
India is still quite cheap and considering Service Level
Agreements (SLAs) are not that strict - the efficiencies
are generally compromised. We cannot really fault
them. After all, the competition is so intense, that
the purse strings are already very tight.

This impact of inefficiency and cost burden is passed
to end consumer, either in terms of quality/SLAs or/
and in terms of cost.

With GST coming in, the key advantage will be re-
aligning/merger of the smaller warehouses to most
productive and logical locations - without having a
tax burden to think of, which when automated wiill
give excellent cost benefits.

Benefits of GST

GST is a comprehensive tax levy on manufacture, sale
and consumption of goods and services at a national
level. GST will not be an additional tax. CGST will
include central excise duty (Cen vat), service tax, and
additional duties of customs at the central level; and
value-added tax, central sales tax, entertainment tax,
luxury tax, octopi, lottery taxes, electricity duty, state
surcharges related to supply of goods and services
and purchase tax at the State level.

Through a tax credit mechanism, this tax is collected
on value-added goods and services at each stage of
sale or purchase in the supply chain.

The system allows the set-off of GST paid on the
procurement of goods and services against the GST
which is payable on the supply of goods or services.

However, the end consumer bears this tax as he is
the last person in the supply chain.

Experts say that GST is also likely to improve tax
collections and boost India’s economic development
by breaking tax barriers between States and
integrating India through a uniform tax rate.
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Under GST, the taxation burden will be divided
equitably between manufacturing and services,
through a lower tax rate by increasing the tax base
and minimizing exemptions.

Currently, a manufacturer needs to pay tax when a
finished product moves out from a factory and it is
again taxed at the retail outlet when sold.

In the GST system, both Central and State taxes will
be collected at the point of sale. Both components
(the Central and State GST) will be charged on the
manufacturing cost. This will benefit individuals as
prices are likely to come down. Lower prices will lead
to more consumption, thereby helping companies.

GST - A game changer

Why is GST a crucial element of change for the road
transportation sector? How much is GST a game
changer and what is its impact on the commercial
vehicle space? To answer these questions one needs
to look closely at how these legislative changes
impact the storing and sales of goods from the
manufacturer to consumption centers. Comparisons
have been drawn with many countries to predict
warehousing post a GST scenario. India has some
unique due to many factors. And these factors
will play an important role in shaping the future
landscape.
a) India: a country of 1.2 billion people —
approximately 4-times the population of the US,
leading to a high level of population density (34/
km2 in the US compared to 382/km2 in India,
2011)

b) Large number of Small and Medium Enterprises
producing goods catering to a wide range of

customers

c) Consumption patterns, habits and preferences
vary widely across the country

d) Increasing urbanization across the country

e) Land acquisition and its costs
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Post GST scenario

The post-GST implementation landscape in India is
likely to showcase some interesting scenarios.

Larger Sized Warehouses in Lesser Numbers Post
GST Implementation

The logistics industry is gearing up for the
implementation of GST. Modeling has indicated that
India can be efficiently served by stocking goods
across 5-6 key locations or hubs: National Capital
Region (NCR Delhi) to service the northern market;
Mumbai/Pune to serve the western market; Chennai/
Bangalore for southern markets; Kolkata, the eastern
region, and one location each to service central and
north eastern regions in the country. This change
is expected to create a true hub and spoke system
of transportation. In effect, we would have large
warehousing spaces in each of the hubs to cater to
the markets in the vicinity. In the initial phase of GST
implementation, it is expected that large number
of warehouses across multiple states (that were
around only for tax purposes) will be closed leading
to consolidation of goods, which in turn will require
large-sized warehouses in select 5-6 hubs that will
dispatch goods directly to consumption centers.

However, the uniqueness of the country is expected
to change some of the scenarios. It is expected that
India will create its unique hub and spoke model
with an initial system of 5-6 hubs and move into
the system of multiple hubs and spokes over 10-15
years. Two factors offer evidence for this unfolding
scenario

1. Increase in consumption due to higher incomes

2. Higher levels of urbanization creating large
cities with more than 5-million people

Currently, three Indian cities, namely, Delhi, Mumbai
and Kolkata have populations in excess of 10 million.
Currently, there are five cities in India that have
populations between 5-10 million. As per the 2011
population census there were 53 urban agglomerates
spread across 10 states that have a population of
over 1 million. What is interesting is that in 2001,
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there were only 35 cities with populations of over a
million people. Urbanizations levels are predicted to
increase further. Over the next decade, the number
of urban centres with a population of more than a
million is expected to nearly double. Meanwhile, the
metropolitan cities of Delhi, Mumbai and Kolkata will
become megapolises with populations of over 20
million over the next two decades.

A case in point is the southern triad of Bangalore,
Chennai and Hyderabad. These cities currently serve
a population of approximately 8 million people.
These cities added over 2-million people in the
last decade, the same number Delhi added to its
population of 16.4-million in 2001, an indication of
rapid growth in population and economic activity.
These cities are also state capitals and important
centres of commerce.

Supply chain optimization will indicate servicing these
markets through an integrated single warehouse
strategy as each city can be reached from any other
in less than 16 hours. However, continued growth
and creation of satellite cities or greater regions will
require each market to be served individually. In
concept, there is a good possibility that India could
return to where it all started: 20 warehouses or more
to ensure proper distribution coverage.

Some other factors could also move the market in
the direction including fragmentation of producers
and local tastes.

Consolidation due to GST changes can impact the
road transportation sector in many aspects. A few
are listed:
a) Quicker turnaround time for trucks due to
reduced paper work and lower waiting times at
check posts: Higher asset productivity, leading to
better profits for transporters.

b) Higher containerization of cargo that could
lead to higher efficiency of loading and unloading.
Reduction in pilferage and damage during transit
would be an added benefit.

c) In the short- to medium-term, post-GST
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implementation, the demand for large \tractor-
trailers and higher powered commercial vehicles
could increase with a corresponding increase in
demand for vehicles for last mile connectivity.

d) In real terms, polarization of the truck market
into extreme ends of the power spectrum, both
upper and bottom end, can be expected. Growth
of medium duty trucks could falter during this
period of change.

e) If development of new micro markets fructifies
and future warehouse location strategy reflects
upon the current scenario, medium duty trucks
and lower end (power) of the heavy duty range
trucks could grow significantly

f) A direct fall out of GST would be increased
competitiveness: efficient sourcing. This can lead
to higher exports of goods from India translating
to higher demand for trucks

g) Higher load carrying vehicles means that a
fewer number of vehicles are required. With
driver shortages hitting the industry hard, an
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unlikely benefit could less pressure to increase
the talent pool of truck drivers.

Implementation of GST

Finance Minister has announced to introduce the
Constitution Amendment Bill for introducing GST
and get it passed by the end of financial year 2015.
It’s notable that in 2000, Government first started
discussion on GST by setting up an empowered
committee. While presenting the budget for 2007-
2008 then finance minister had announced that GST
would be introduced from April 1, 2010.

However, the implementation of the new tax regime
is yet to see the light of the day and has missed
several deadlines now due to the flip-flop of states
on important issue and an overall lack of consensus.

There are undeniable benefits of GST, whichever
way it pans out and a positive impact on the
transportation and warehousing. But, for now GST
continues to be a mirage.
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Sustainability: A Management
Perspective: Article 2/3

- Sunil Bahl

Email: sunil.bahl@ilfsindia.com

Background

(1) In the last article we discussed briefly about
the growing importance of sustainability as a
management priority so much so that it is now an
essential part of corporate risk management strategy.

(2) To take this further, in the present article we will
discuss about sustainability in more detail. From the
perspective of management, itis usefulto understand
why it has become so important for corporate
citizens to take this up as a serious dedicated Board-
level activity. There is conviction among corporates
that sustainability is going to transform the way
companies do business. With increasing globalisation
comes increasing adherence to global standards
and practices relating to environment, health and
governance for the corporate sector.

(3) In the next article which will conclude the
series, we will look at Sustainability Reporting as an
important management tool.

Global Perspectives

(1) The Ten Guiding Principles of UN

In economic terms, sustainability implies that
corporates have to ensure that their operations and
businesses do not create, for the sake of current
profit, a situation whereby future generations
suffer or are deprived of natural environment and
resources.

Give its importance, the United Nations set up the

‘United Nations Global Compact’ - of which India is
a member — as a group of like-minded countries to
promote the inclusion of Ten Principles into their
work culture and governance structures. These Ten
Principles are given as Annexure 1.

(2) The Concept of “Social Licence to Operate”

(a) Wehaveheard of ‘Industrial Licenses’ tooperate
a factory. It is now emerging that companies need
to make community investments a necessary part
of project investments if they have to continue to
operate for a significant period of time.

(b) This term was coined by the Commonwealth
Scientific and Industrial Research
Organisation  (CSIRO), Australia. A company
can have a social licence if it gains acceptance
or approval from the local community. It is
an unwritten social contract backed by good
performance, goodwill and trust. Such a ‘license’
backs the companies in rough times.

(3) Measuring the Impact

There is consensus globally that measuring the
qguantifiable and qualitative impacts of community
investments is a complex and challenging task. For
instance, how do you measure better quality of life?
However, there are specialist tools available for
doing so. Companies that do so have been surprised
at the magnitude of the results. It certainly makes for
better investment decisions for the benefit of all the
stakeholders, for optimising future investments and
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strengthening community relations.

The Indian Challenge

India makes up about 16% of the world’s population
but occupies less than 3% of the world’s land. This
sums up the situation. Thus, even after 60 years of
independence, we are struggling to maintain a decent
quality of life for our citizens. Major challenges
include providing employment opportunities to
an estimated 500 million workforce over the next
three decades, eradicating the tag of poverty for 400
million people and providing minimum sanitation
facilities to the majority of the population. Along
with the social aspects, there are the environmental
concerns, especially for the manufacturing sector.
The task is enormous. It is not possible to achieve any
of these targets without the support of the private
sector. Thus, sustainability is no longer an option but
a necessity.

The Indian Perspective

The sustainability agenda has always been on the
India corporate agenda. In fact, it is maturing from
plain philanthropy to sustainability. There are several
perspectives:

(1) Over the last years, corporates have been
developing strategies relating to environmental,
social and corporate governance (ESG) issues as part
of their business. Just economic returns alone do
not constitute the bottom line of the Profit & Loss
statement anymore and large companies especially
the listed companies consider a “triple bottom
line” covering social, environmental and economic
returns.

(2) Gone are the days when a business could operate
insulated from the socio-economic challenges of
its surroundings. Thus, communities, investors,
consumers, governments, employees, regulators,
non-governmental organisations (NGOs) and
other stakeholders have a strong influence on the
prosperity of a business.

In Association with Shree Aniruddha Upasana Foundation

(3) Carrying on business in a sustainable manner has
its share of frustrations too and one of the biggest
challenges is how do we measure and communicate
the impact of what we are doing.

(4) There is the problem of the Indian context too. As
a growing economy, we lag behind in the basics and
are very different socially and culturally as compared
to the developed world. Thus, the yardsticks become
different for measurement of sustainability.

(5) There is consensus all over that greater
government participation is required at all levels —
local, national and global for sustainability to create
more impact

Sustainability Initiatives in India

Indian companies generally take up at least one of
the following sustainability initiatives:

(1) Community Development: This is the most
popular initiative. The process of engaging with the
communities has now become well-documented.
Basically, this involves surveying and discovering
the needs of the communities in the neighbourhood
areas of the operations of the company, addressing
those needs, implementing the same and monitoring.
Popular social themes for development of
communities include:

(a) Promotion of education

(b) Skills training for employment/Livelihood

schemes

(c) Health/Healthcare/Sanitation

drinking water, toilets etc.

including

(2) Conservation of Resources: Popular themes
include conservation of energy — through improved
efficiency, savings through technology, use of
renewable energy resources etc. and conservation
of environment. There is increasing recognition
given by stock markets to companies that focus
on conservation of resources; to use research and
innovation so that the company consumes less
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energy and water and creates less waste per item of
production.

(3) Sustainability Reporting: Reporting the
sustainability initiatives taken up and the assessment
thereof has become formalised and companies are
imbibing this as part of annual disclosure. It adds to
the valuation of the companies.

Conclusion

Sustainability has become embedded into the
operations of a corporate entity. The good news is
that corporates are welcoming it. The bad news is
that the progress is slow. In the next and concluding
article, we will discuss about sustainability reporting.
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Annexure 1

The Ten Principles of the United Nations Global
Compact

The Global Compact asks companies to embrace,
support and enact, within their sphere of influence, a
set of core values in the areas of human rights, labour
standards, the environment, and anti-corruption:
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Human Rights:
Principle 1 — Businesses should support and respect

the protection of internationally proclaimed human
rights and

Principle 2 — Make sure that they are not complicit in
human rights abuses

Labour :

Principle 3 — Businesses should uphold the freedom
of association and the effective recognition of the
right to collective bargaining;

Principle 4 — The elimination of all forms of forced
and compulsory labour;

Principle 5 — The effective abolition of child labour;
and

Principle 6 — The elimination of discrimination in
respect of employment and occupation

Environment:

Principle7—Businessesshouldsupportaprecautionary
approach to environmental challenges;

Principle 8 - Undertake initiatives to promote greater
environmental responsibility;

Principle 9 — Encourage the development and
diffusion of environmentally friendly technologies

Anti — Corruption:

Principle 10 — Businesses should work against
corruption in all its forms; including extortion and
bribery
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Introduction

Management study is the need of the hour and
the history of management has been a continuous
process.Sociologistscharacterize 20th centurysociety
as a society with fundamentally new characteristics
compared with previous historical societies. Ancient
texts, epics, scriptures give us valuable information
on management and its skills. With globalization the
management studies has underwent changes. World
War |l led to the birth of most important field of
management - Operations Research. Similarly formal
study of management education or management
science evolved over a period of time.

Management is a skill which is as old as civilizations
and is constantly undergoing changes. The skills in
developing ancient precepts are being developed
into modern management principles. Management
education has a vital role to play in today’s business
environment, where everything changes so fast that
it makes it difficult for organizations to survive the
growing competition. This has led to the need for
business schools in developing nations to impart
relevant education to students, which reflects the
changes in society. Also, Schools/Institutes need to
be in close contact with industry.

Why study Business Management/
Administration (Formal Degree
Education)?

Management is of fundamental importance today.
Basic nature of human is to live in a society. It is
a society of organizations. Organizations have

pervaded all parts of our lives. They range from
business organizations, to education, hospitals,
semi-public and public organizations, NPOs, and
so on. They are the organs of modern society —
hence society is dependent on the quality of its
organizations. For organizations to function they
need to have means to achieve their purpose. This
is where management comes in — without proper
management the organizations cannot achieve
their purpose. It is quite obvious for businesses, but
equally clear for education institutions, hospitals,
research organizations and public sector bodies.

The skills gained in a business and management
studies degree allow to build commercial awareness
and start contributing to the chosen employer
quickly and effectively. Any organization small/
medium/large needs to be well managed in order
to be successful. The development of management
skills within an organization is an essential part of
continued business growth.

Generally Business Management programme
(degree in business administration) is designed to
be a comprehensive and detailed programme which
covers the knowledge and skills required in modern
business practice.

Administration can be defined as the process of
organizing resources efficiently to accomplish a
goal. Business administration is the application of
this process to a formal organization. An associate
degree in business administration provides the
foundation for a management career in many
different industries. A business manager may have
a wide variety of responsibilities depending on the
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organization they are employed with. However,
there are some universal functions all business
administrators engage in. These include planning,
organizing, staffing, directing, controlling and

budgeting.

The MBA curriculum places a major emphasis on
integration and connection so that students actually
have a much more complete understanding of the
way management and leadership challenges unfold
in organizations and how they, themselves, are going
to add value to those organizations. The curriculum
seeks to establish similarities between what is
taught in the classroom and the ground reality,
which students will actually face once they enter
the corporate world. Modern management practice
demands to have specialized knowledge and skills
while maintaining a broad perspective. Management
education equips students with these skills.

Journey of Management Education - Indian
Perspective

Management education got its stronghold in
India since ancient times with the development
of education in India. Education system got its
foundation laid in medieval period with the coming
of the muslim rulers. The traders who came to
India from all around the world brought about the
intermingling of cultures and this had its impact on
the education system also. In the eleventh century
the muslim rulers established schools for elementary
and secondary education. The Vedas, Hindu Epics,
Smritis , Puranas, religious books such as Buddhist
and Jain Texts, foreign traveller accounts gives us a
glimpse of management in ancient times.

At independence in 1947, India inherited a system of
higher education which was not only small but also
characterized by the persistence of large intra/ inter-
regional imbalances. Determined efforts were made
to build a network of universities, and their affiliated
colleges which provided tremendous outreach to
a country of vast diversities in language as also in
prevailing standards of education at the lower levels.
In the post independence period, higher education
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expanded fast and today India ranks very high in
terms of the size of the network of higher education
institutions, with almost 10 million students enrolled
and teaching force numbers about 4 Lakhs.

The Indian education system largely focuses on the
academic curriculum without practical business
exposure. Every country has challenges with raw
talent, but India’s challenges are expanded by
creating a huge number of virtually unemployable
graduates who are ill-prepared for the global
business stage, say experts.

Indian Government hasliberalized business education
in 1990s, resulting in rapid growth of Management
Institutes offering the programmes both at graduate
& undergraduate Indian management
educationis almost a replica of US Business education
particularly in the area of pedagogy, curricula,
industry interface & academic research models, but
it is observed that Indian management institutes
are struggling hard to introduce several adaptations
because of differences in the work culture system.
Owingtoglobalizationlotof changesare noticedinthe
functioning of industries across the world requiring
to have the manpower with multi-skills rather than
simply knowledge oriented. Top Management
institutes are continuously changing the contents
& delivery modes. On this background it is equally
important to address the various issues & concerns
of Indian management education experiencing

levels.

with time. There is so much of research going on to
discuss revamping management education in India
as a prelude to better participation and viability in
the global economy.

There are more than 3,000 business schools in
India currently. For a country of India’s size and
for economic growth, we need at least 100 good
business schools . The need of the hour is that the
academic institutions also need to open up and
have discussions with the industry on how the two
can work together in solving problems of practical
significance.
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Growth of Management Institutes in India
(Source AICTE)

Post Graduate
Man'agefnent Added per
Year/ Course Institutions
approved by Year
AICTE

2006-07 2614
2007-08 2915 301
2008-09 3120 205
2009-10 3290 170
20010-11 3469 179
2011-12 3541 72
2012-13 3471 -70
2013-14 3364 -107

There are currently there are 13 IIMs in place and
more than 10 institutions of National importance.
The Indian Institute of Management, Ahmedabad
(IM-A) is among the top schools in the world, and
recruiters consider Indian MBA graduates the most
distinguished.

India has produced some of the best managers
occupyingtop decision-making positionsin renowned
multinational companies. Prem Watsa of Fairfax
Financial Holdings Ltd, Satya Nadella of Microsoft
Corp. and Indra Nooyi of PepsiCo Inc. have managed
to climb the organizational ladder and reach the top
spot.

Issues in Management Education

One would wonder—if there are so many people who
have succeeded globally, why does India fare so badly
in the international rankings? Indian management
and technical education are largely theoretical,
based on logic, mathematics and encourage rote
method of studying.

The business education scenario in India is very
challenging. According to experts, there are close to
3,000 management schools in India, but not all are
able to provide quality education. They may improve
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in terms of providing quality education over a period
of time, but those who fail would have to shut down.
However, as far as research is concerned, experts
say “India is a research paradise, where students
from all around the world can come and do fabulous
research work. There’s no dearth of resources for
research here and the country provides an exciting
environment too, where research topics are taken
live from the industry.”

Following are the prime challenges or issues as far
current management education is concerned

e Dearth of Merited Faculties
methodology

There are supposedly more than 3,000 business

schools in India, but the quality of education falls

dramatically after the top 10. The biggest bottleneck

for good-quality management education is the low

number of faculty members.

and teaching

Some of the system senior faculty members at top-
notch B-schools say that -

1. Our education system doesn’t encourage enough
bright students to do their PhD and become teachers
in  management institutions,. Also, in general,
teachingis not a very financially attractive profession;
the offers from the industry are much more attractive
compared with what a business school can give.

2. Another problem is that Indian students get
into management education at a very young age
compared with the West, where people generally
go to business schools after gaining some work
experience. The lack of experience creates a bit of
disconnect with the kind of problem-solving that the
industry wants.

3. Students are not able to relate to the subjects
from their life experience, making such inputs very
theoretical.

4. For a country of India’s size and for economic
growth, we need at least 100 good business schools.
Unless we have about 50-100 good schools, we will
not have enough good managers. If we are able to
create good-quality schools, we will be able to attract
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good-quality students to do their PhDs and become
teachers in those good schools.

5. The industry too needs to invest a bit, both in
time and resources. Overall R&D (research and
development ) budget of most organizations is low,
and so is their tendency to invest in something long
term. At the same time, academic institutions also
need to open up and have discussions with the
industry on how the two can work together in solving
problems of practical significance.

Lack of practical pedagogical method - The pedagogy
and teaching method presently used emphasis
more on lectures and one to many dialogue. There
is absence of practical base and creative teaching
methods. This affects relevance and utility of the
knowledge offered to the students. The present day
business education emphasizes more on conceptual
knowledge without offering insights as to how
phenomenon or activity actually functions. This
becomes hurdle in developing a required popularity
and acceptance of commerce education

e Lack of Skill Development in existing students

Gone are the days when an MBA degree would act as
a passport to adream job for a young man or woman.
Nowadays, employers want more from employees,
particularly those that qualify as graduates. What
they want are individuals who possess a good
amount of ‘soft skills’.

They are aspects of your personality that are coming
to the forefront as professional assets - problem
solving, teamwork and adaptability to change. The
truth is, we have transitioned to a society where it
is important to have knowledge but also critical to
have the skills to deal with people, find solutions
to problems and be adaptable in a world that is
shrinking rapidly to meld more multiculturism at the
work place.

While hard, or technical, skills are very important in
giving MBA students the appropriate knowledge to
work in a finance, marketing, and e-business world,
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soft skills are on the rise

e Lack of work experience and other desired skills
in the aspiring students

A big challenge for Indian management programmes
is that students directly move out from colleges
and attend management schools without proper
knowledge of what is required of them in a job
environment. People who are already part of the
workforce and do not have the time to go back to
colleges.

A substantial and rich work experience is an
important quality check point as far as an MBA
aspirant is considered. Work experience is useful
for properly appreciating the courses that are
taught in management schools. Globally, institutes
offering management education lay emphasis on
work experience before enrolling for the course.
This accentuates managerial skills of students and
helps them to use their precious management
learning at work. Second, a large number of Indian
management graduates are not trained or inclined
towards sales and operations roles, which are basic
business functions and help in building a successful
enterprise. Most management graduates want to
take up strategy roles alone, which may not be the
best option for them to start their career with a
firm. A system needs to be put in place to monitor
the quality of the curriculum and coaching at
management institutes.

Willingness to work hard, Focus are some of the
important quality check points to look for a good
aspirant.

Being not only aware of the events happening in the
world but also trying to make sense of these events
through some process of logical reasoning.

A progressive outlook and sensitivity to the concerns
of the underprivileged Demonstrating a knowledge
of ethical dilemmas.
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e Poor focus on research affecting Indian

management schools

The biggest weakness of Indian management
schools is their lack of commitment to research and
development, the dean of Harvard Business School
(HBS), said.

On being asked about the poor show in global
B-school rankings of premier Indian management
schools , Dean said that their “uneven” commitment
to research needs improvement. He said that at the
Harvard , professors spend 50 per cent of their time
on teaching and research respectively.

Chinese business schools have begun to focus
research but Indian business schools have lagged
behind, which reflects in their rankings. The emphasis
on research is the need of an hour as far Indian
Management Education System is concerned.

e Lack of Business environment

The success of entrepreneurs in India is despite the
system. If an entrepreneur spends so much time on
the mechanics of starting a business then it is not a
good use of the entrepreneurs fund revenue.

America continues to be a great innovator, it is
because the ecosystem is much more friendly to
entrepreneurship in areas from venture capital,
regulations which make it easy to do business and
customers who are willing to try out products from
new companies. So we need to think improvement
on all these fronts.

e Coping with Changing Trends

Interdisciplinary offerings, use of new technologies
and a host of new trends have changed the basics of
management education.

Management education is going through changes.
The changing scenario offers students more
openings, greater self-confidence and out of the box
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ways to better hone their skills. The current trends
include internationalization with increased focus on
international partnerships, international internships,
student exchange programs, joint degrees etc. Also,
the use of new technologies in management teaching
is a trend that is catching up fast. Greater use of the
social media to establish connection with students is
on the rise.

The present day business education is characterized
with  Multiple core level subjects. It presents
business education as a sum total of variety of
courses combined together. It does not focus on one
particular discipline or area of specialization. It is
basically heterogeneous in nature.

Recent trends in Management Education

There are some major developments in the field of
management education are happening today. As a
knowledge society we must realize it before it’s too
late.

The following global developments can be identified
in the activities by which universities are or should
be responding to current societal transformation:

1. Expansion: The share of highly-qualified persons
is increasing. This is a world-wide trend not limited
to economically advanced societies. Changing
employment structures, increasing expectations
of educational participation by the citizenry at
large, and the academization of a growing number
of professions, promote the expansion of higher
education. Participation rates of over 50% for each
age cohortin the tertiary sector, which are commonly
recorded as the OECD average, are becoming a
benchmark for all European countries.

2. Differentiation: Apart from providing scientific
training in a given subject, study programmers must
meetdifferentiated socialandindustrialrequirements
and convey technical skills which management
education has not offered so far. Concurrently,
management education institutions are to respond
to the differentiating demand for management
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education by offering course programmers beyond
the mainstream.

3. Quality orientation: In recent years, the Indian
Higher Education System has become fully aware
of the need for quality. Quality and Excellence
could not be attained overnight. Organized and
focused efforts are needed to achieve this goal. The
unplanned growth of higher education coupled with
lack of resources affects the quality of education.
A careful distribution of resources is mandatory to
achieve quality and excellence along with access and
equality. The UGC has taken upon itself this onerous
task and has succeeded in maintaining the quality
of education. It has launched many schemes, which
have made some impact in the system viz.

1. Innovative Programmes including Emerging

Areas

2. International Cooperation

3. Identification of Universities and Colleges with

Potential for Excellence

Standardization: At a time when knowledge is
increasingly abundant and innovation eco-systems
areopening, itis crucialtoraise awareness and spread
knowledge about standardization as a powerful tool
to bring new technologies to market and drive future
businesses. Some initiatives have been developed
and launched in several European countries in order
to foster education about standardization.

Shaping the Kknowledge
generating employability

society and

The link between academic quality and employability
still needs to be defined. It is therefore important
to specify what employability, non-academic
requirements and meta-technical competencies
mean.

In a knowledge society, by management education,
people will understand knowledge itself. Learning
become a dynamic, multidimensional,
integrated, interactive process and knowledge is
managed efficiently and effectively in school, in
college and university, on the job, in our personal

will
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lives and in the community. Management Education
based on a practical theory will become infinitely less
controversial than based on abstract theory. Debate
over education as a true profession will cease to
exist.

Opportunities in Management Education:-
Strategic Perspective for Institutes and
Regulators

Management education develops the relationship of
people with one another. Management education
covers wide area of business and society. Its helps
in order to get a Good Grasp on the Realities of
Business, learn team work, learn how to manage
people, ignites passion for entrepreneurship hence
creation of jobs. All these skills are actually strategic
opportunities for institutions and regulators for
management education.

India produces about three lakh management
graduates every year, but hardly 35,000 of them
are employable, said experts. According to All India
Council for Technical Education (AICTE), 3,54,421
students enrolled for MBA in 3,364 institutions
across the country last year(AY 2013-14). Today,
the requirement of managerial candidates in the
Indian market is increasing every year. There are two
reasons for unemployment: Lack of global skills and
excess supply.

If we look the requirement as an opportunity, we can
definitely bridge the gap. But for that to happen we
must equip our students with global skills.

According to the study India is probably the only
country that could help supply managers to European
countries and Japan. Most countries in Europe
are facing a crunch,” said Experts in Management
Education Field. Around year 2000, there were about
10 world class business schools in India. Now we
have 25, but we have a long way to go. India needs
an industry-oriented syllabus and interaction with
industry to improve employability.2
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Opportunities -Student Perspective

After completing course in the field of
management(Business Administration), a student
can join any private or government organization as
a specialist in any of the Commerce/Management
stream. A graduate in Management can also
opt careers in financial services as a Financial
Consultants, Stock Brokers, Merchant Bankers,
Budget Consultant, Financial Portfolio Manager,
Project Formulation Manager, Tax Consultants.
Various Careers in Management are also available
in the field of Personnel Management, Production
Management, Financial Management, Marketing
Management, and Material Management, other
areas of Management such as Hotel Management,
Hospital Management, Tourism Management,
Event Management, Office Management, Export
and Import Management. In the Bank, call for
graduates with specialization of Banking. Insurance
Companies also call for Management graduates with
specialization of Insurance.

It’s just a start

With a growing emphasis on information, global
economy, Higher and Management Education was
viewed as increasingly essential for the world’s
population. Information Technology and Mobile
Technology are now forcing education sector to
change according to the need of the time. The most
emerging dimension of the Business and Commerce
education in the 21st century is the need for Business
School to use technology and make it integral part
of course contents. With Education now becoming
an industry, there is explosion of technologies and
knowledge in all sphere. The quality of Management
Education has become a major marketing issue in
the changing environment. As per specialization,
a practical training should be provided to the
students. By making relevant and practical oriented
Management Education, we may impact global
competitiveness to our students. As a part of the
society the social awareness among Management
students is the emerging need of present time.4

Industry-institute collaboration is today a common
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focus in academia. The need for this linkage is
being recognized and felt by almost everybody
inside institutes. This realization is the first step
towards bringing about a change. The challenge is
for industry to meet the expectations of academia.
Higher education has grown at an exponential pace
in the past few years. Industry has a direct interest in
improving the quality of management graduates and
is keen to help.

The findings in the AICTE-CIl Survey of Industry-
Linked Technical Institutes 2013, show that
institutes vary considerably in the extent of their
industry linkages, and that some forms of linkage are
perhaps more easy to achieve than others. Involving
industry representatives in an institute’s governance
through participation in the board of governors
or advisory councils is relatively achievable, for
example. Institutes find it harder to demonstrate
strong industry linkage in their ability to file patents
and other intellectual property rights, or the extent
to which they make technology transfers to industry.
Industry involvement in the curricula of high-band
institutes is particularly notable, with extensive
industrial training being provided to students and
extremely high levels of industry involvement
as guest faculty members. Faculty interacts with
industry both in the delivery and receipt of training.
The majority of high-band institutes receive at least
some financial support from industry towards the
costs of their infrastructure. The majority also have
high levels of industry membership on their board of
governors or advisory councils. Low-band institutes
could do betterin involving industry in their curricula,
even in simple ways such as arranging industry visits
for students.

Conclusion

Management education today is  meaningfully
viewed as a process, rather than a programme with
twin objectives first, change in role behavior and
second, effective influence of individual practicing
managers upon their organization. The ultimate
goal of management education is to prepare
students to achieve professional success in business
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management with the fundamentals of ethics.

Management education in India today has acquired
the characteristics of a commodity, to be bought
and sold in markets like other commodities. Today,
management education is aiming at developing a
holistic personality capable of maintaining a balance
among contradictory demands, taking charge of
functional responsibilities, being accountable for
one’s action, and contributing to creating a desirable
future for businesses in particular and the economy
as a whole.

The future of Management Education in India is
quite good and fetching. With more and more
number of foreign companies being launched here,
there is increasing need of candidates to manage
the companies and their businesses. Students in
coming days will opt for MBA with Great Spirit as it
has got lots of scope. Students applying for business
management courses will also rise day by day as
there are going to be great job opportunities, high
positions and bulky pay-checks.

As India is moving towards a developed country,
Economic health of India in comparison with west
is highly impressive. The future seems bright and
hopeful.
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