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Editor's Desk

1- Branding of Kerala Tourism - a Cultural Destination Transforming into Leisure 

Destination by Sadhna Singh

Tourism industry plays an important role in the contribution of Indian economy. Tourism can 

contribute to the enhancement of many regions through the investment of public and private sector 

in infrastructural development. It plays a vital role in generating revenue and that revenue again can 

be used in over all development and management of tourism destination.

2-Consumer Psychology- a Study on Wedding Malls of Dehradun Market by Dr. Rajul 

Bharadwaj

The national and international retailing industry is moving towards offering more innovative and 

attractive retail formats to the consumers. Even though the formats can be called by some uniform 

names, it varies from nation to nation or location to location.  Large format retailing is one major 

contributing sector to the Indian economy.

3-Managing Work Stress as a Strategy for  Better HRM: a Research  Study in  Private Sector 

Banks by Dr. Tulika Saxena

Stress is the "wear and tear" of our bodies experience as we adjust to our continuous changing 

environment, it has physical and emotional effects on us and can create positive or negative 

feelings. Strategic Human  Resource  Management  is   an  art   of  managing  people  at  work  in  

such  a manner  that  they  give  their  best  to  the  organization and one of the vital challenges 

among many is managing stress.

4-Chit Fund Crisis in India - Is the Result of Inefficient Indian Banking System: an Analytical 

Study by Anupam Panigrahi and Dr. Mamta Gaur

Chit means a transaction, whether called chit, chit fund, chitty, kuree or by any other name by or 

under which a person enters into an agreement with a specified number of persons that every one of 

them shall subscribe a certain sum of money (or a certain quantity of grain instead) by way of 

periodical instalments over a definite period and that each such subscriber shall, in his turn, as 

determined by lot or by auction or by tender or in such other manner as may be specified in the chit 

agreement, be entitled to the prize amount.

5-Revised Review Research Paper on Impact of FDI in Indian Retail Sector by Mandavi  Sahu 

Retail consists of the sale of physical goods or merchandise from a fixed location, such as a 

department store, boutique or kiosk, or by mall, in small or individual lots for direct consumption by 

the purchaser. Retailing may include subordinated services, such as delivery. Purchasers may be 

individuals or businesses. In the year of  2012, the government of India announced the opening of 

FDI in multi-brand retail, subject to approvals by individual states.

6-FDI in Education Sector in India by Deepindra Sandhu and Dr. Vikas Singh

Over the last decade, the Education sector in India has grown leaps and bounds. The Indian 

Education space is by far the largest capitalized space in India with Government spends of $30 bn.  

and private spend of $ 50 bn.  In terms of number of collaborations forged by Foreign Universities 

with Indian Educational Institutions, in 2011 alone, a total of 161 collaborations were reported.
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7-Financial Reporting of Stores & Spares Valuation through Nl-PL Reconciliation:  A Case of  

Octopus Regional Stores, King Coal Company Ltd. by Dr.Kishor C. Meher and Dr.S. P. Singh

The valuation of raw materials unconsumed at the year end, has a crucial impact on the bottom line 

of the business. This is an inevitable in cases where there are a large number of stores and spares 

available in a Regional Store catering to number of stores and sub-stores. Irrespective of online 

material management system invoked, the error in valuation of inventory in priced stores ledger 

will lead to wrong financial reporting.

8-Case Study: A Case  Study: Savvy - The Way to Success by Dr. Shubha Johri and Dr. Prerna 

Jain

Savvy Corporation, a leading export house for readymade garments, was incorporated in April 

1991 by Hazari Lal and his wife Madhu Rani. It was set-up in a prime industrial area of Jaipur, 

called Sitapura. This renowned export house had been exporting readymade ladies garments to 

USA and European countries particularly Italy, France and UK.

9-Case Study- Measuring Supply Chain Factors: to Deliver the Benefits to Farmers and 

Consumers by Sashi Kant Dixit

The agriculture is the backbone of India. After Brazil, India account for 10 percent of the world 

production in fruits and second largest producer of vegetables, 14 percent of world production, after 

China. The range of agriculture products includes vegetables, fruits, spices, aromatic plants, 

mushroom etc. India is the centre for biodiversity in plants, animals, insects, micro-organism and 

accounts for 17 per cent animal, 12 per cent plants and 10 per cent  fish genetic resources of the 

globe.

10-Book Review: Simply Managing - What Managers Do and Can Do Better, Berret- Koehler, 

2013, reviewed by Prof. K V Murthy 
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Dear Readers,

Indian MSMEs are battling for their recognition when they are in the role of nation building. The 

contribution of SMEs is highly commendable since the beginning of the freedom of the nation like 8 

percent of GDP, 45 percent of production output and 40 of percent export at present. SMEs have also 

untapped potential for employment generation in the country. It provides employment to approx. 80 

million people, a largest source after agriculture. Industrial clusters in India like Tirupur, Meerut, Batala, 

Jagahdhary, Ambala etc. are also creations of SMEs sector.  Despite their significant contribution, SMEs 

face problems like funding from banks for plant and machinery, working capital, collateral guarantee, high 

cost of capital, bureaucratic attitude in the support for market, shortage of electricity, raw materials and 

skilled workers, . Its result is that mortality rate of SMEs is higher. We hope, the Governments at Centre 

and States will wake up and recognise the hidden potential of SME sector.

In the current issue, we have brought to you, six research papers, three case studies and one book review 

from various fields of management. Sadhna Singh has visited God's own land i.e. Kerala and the concept of 

Incredible India in terms of Destination Tourism. Kerala is well known for its glorious past associated with 

Mauryan Emperor Ashok and Warrior Sage Parshuram. The campaign Incredible India was well 

appreciated by the travellers and tourism industry. Dr. Rajul Bharadwaj has tried to decipher the 

psychology of the consumers while they are visiting to the new format of wedding malls in the Dehradun 

city. It is becoming a rich experience for consumers when they get everything for their requirements like 

textile items, fashion accessories, personal care products etc.  

Dr. Tullika Saxena has raised the issue of a very important problem i.e. stress, everyone is facing stress and 

corporate world is not alone. She is of the opinion that by managing stress, strategically in the organisation, 

better outcome can be achieved. This study has been conducted among the employees of private banks.

Dr. Anupam Panigrahi and Prof. Mamta Gaur have deftly discussed the issues of Chit Fund Crisis in India. 

They have defined and analysed the concept of Chit Fund and why it has failed in the country.

Mandavi Sahu has visited the issue of Foreign Direct Investment in Indian Retail sector. In 2011, the Govt. 

of India announced retail reforms for both for multi brand and single brand stores, it paved the way for 

retail innovation and competition with multi-brand retailers like Wal-Mart and Tesco as well single brand 

majors such as Nike and Apple. 

Editor's Desk

Vol. 7 No. 1, Jan-June, 2014



Deepinder Sandhu and Dr. Vikas Singh have explored the possibilities and impact of FDI in education in 

India. FDI inflows to education sector in India are expected to come in the coming years from the reputed 

US and European universities and Institutions. The education ministry has come up with the proposal of 

100 percent foreign direct investment. The paper brings out the challenges being faced by Education sector 

in India especially higher and technical education. It also discusses the government initiatives and 

advantages of FDI inflows in Indian higher education sector.

Dr. Kishor C. Meher and Dr. S.P. Singh have written a case study of King Coal Company Ltd. on financial 

reporting of stores and spares valuation. It becomes very significant when inventory is not consumed at the 

end of the year. It needs right valuation of unconsumed inventory and its entry into the ledgers.  Dr. Subha 

Johri and Dr. Prerna Jain have penned down a case study on supply chain, marketing operations, labour 

policies and quality management of an export house where as Sashi Kant Dikshit has written a case study 

on supply chain management of agri-products to deliver the benefits to the farmers and consumers.

Finally Prof. K.V. Murthy has reviewed a book titled as Simply Managing - What Managers Do and Can 

Do Better, Berret- Koehler.  

With Season's Greetings 

Dr. Sunil Shukla,

Editor 
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Branding of Kerala Tourism - a Cultural Destination Transforming into 
Leisure Destination
Sadhna Singh

Sadhana Singh an MBA and M. 
Phil and working as an Associate 
Professor at PPN Degree College, 
Kanpur. Her area of interest is in 
the field of Human Resource 
Management, Marketing, 
Advertising, Strategic 
Management and Economics. Ms. 
Singh has an experience of three 
years in the industry and 
academics.

Tourism's role in the economy is often perceived as 

being limited to the hospitality industry (cafes, hotels, 

restaurants) and outbound and inbound travel agencies 

and carriers. However, the economics of tourism has a 

wider role to play in the region. Tourism has a vital role 

in generating revenue and that revenue again can be 

used in all development of management tourism 

destinations. Branding campaigns like God's Own 

Country in case of Kerala and Incredible India for the 

whole country, created a magical impact in the mind 

tourists as if India is rediscovering itself. The tourism in 

Kerala has added many facets like heritage, cultural 

diversity, eco-tourism, hill station, forests and wild life, 

beaches, yoga and ayurveda, festivals, art and craft, 

which are making tourism richer and richer and 

ultimately brand Kerala which was earlier a cultural 

destination and now has transformed into a leisure 

destination. 

Key Words: World Tourism Organisation (WTO), 

Branding, Leisure Destinations, Cultural Destinations 

etc.

1. Introduction 

Tourism industry plays an important role in the 

contribution of Indian economy. Tourism can contribute 

to the enhancement of many regions through the 

investment of public and private sector in infrastructural 

development. It plays a vital role in generating revenue 

and that revenue again can be used in all over 

development and management of tourism destinations. 

Now a day, due to increasing tourist, the tourism 



IMR - MANAGEMENT SPEAK
A Bi-annual Journal

2

destinations face a tuff competition among them, so 

development, project planning and marketing are very 

important for destination. Its marketing is required for 

sustainable practices in the industry. Tourism marketing 

is systematic and co-ordinated execution of business 

policy by tourist understanding whether private or state 

owned at local, regional, national and international level 

to achieve optimal satisfaction of consumers. If any 

tourism destination comes in the list of top tourism than 

from this step the process of continuous branding starts 

for gaining competitive advantage. Destination image 

and branding is a complex subject, not just because of its 

overlap between services, corporate and project branding 

but also because of the multiplicity of stakeholder 

diverse customer base and product offering. 

(Balakrishnan, Nelkhis Lewis, 2008).

In current scenario, destination branding is playing a 

vital role not only to create positive destination image but 

also the most important phases of destination branding 

process. It is based on to define and communicate to the 

tourist the main brand value of the place. Tourism 

comprises the activities of persons traveling  and staying 

in places outside their usual environment of not more 

than one consecutive year for leisure, business and other 

purpose (WTO). It is an important phenomenon of the 

modern society with definite economic, social and 

environmental consequences. Motivations may vary 

from person to person while visiting the same 

destination. This phenomenon known as tourism, has 

now become one of the largest industries in terms of 

employment generation and contribution to GDP. Many 

countries are mostly dependent on the earnings of this 

industry. It is mainly a combination of three things, 

destination (locale), accommodation and transportation. 

Since tourism plays a vital role in the economy,  its 

marketing is required for sustainable practices in the 

industry.

It is said that Kerala is well known for its glorious past, is 

associated with Maurya Emperor Ashoka the Great.  

According to Hindu mythology  about the land of Kerala 

was recovered from  Parasurama, an Avatar of Vishnu 

and the warrior-sage who is regarded as the incarnation 

of Vishnu . After destroying the Kshathriya Kings, the 

warrior-sage asked an assembly of learned men a way of 

penance for his past misdeeds. On being advised to hand 

over the lands he had conquered to the Brahmins to save 

his soul from eternal damnation, he readily agreed and 

sat in penance at Gokarnam, considered to be land's end 

in those days. Kerala was a major spice exporter  as early 

as 3000 BC. The word Kerala is first recovered in 3rd 

century BC rock inscription left by the Maurya Emperor 

Ashoka.

Kerala is the state with the lowest  population growth rate 

in India (3.44 per cent). It also has the highest literacy rate 

95.5 per cent. The government of Kerala has come to 

consensus that tourism development in the state can 

change the economic condition. For the promotion and 

development of tourism in the state KTDC was formed in 

Nov, 1, 1966. But even after 45 years of establishment, it 

has yet to achieve the target of destination branding. 

Started as a government department, KTDC became a 

separate commercial entity by the 1970s. Several 

premium guest houses of Kerala Government were 

identified and converted into hotel brands. The tourism 

has been given the status of industry in the state,  now it  

is being diversified, which were generally associated 

with religious tourism. Destination branding plays an 

important role for creating a destination image to 

destination branding. Destination marketing facilitated 

the achievement of tourism policy which should be co-

ordinated with regional development strategic plan. It 

should also guide the tourism, impact optimization and 

the maximization of benefits for the region. (Buhalis, 

2000). 

In the last few years, the scenario has changed in tourism 

sector due to the effective steps taken by the Kerala 

government. Now the Kerala government has decided to 

change the destination to leisure destination. The 
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economics of tourism coupled with increasing 

competition makes effective destination marketing 

essential for the purpose and this paper is to explore the 

tourism marketing strategy, destination branding. The 

author conducted a literature review on  theoretical 

researches that has already been done on the concept of 

destination branding and it attempts to relate with the 

particular destination brand Kerala, to analyze the role of 

destination branding to transform from the traditional 

religious destination to leisure destination to attract the 

tourists with the help of tourism policy and marketing 

strategy.

2. Review of Literature

2.1 Incredible India

Incredible India is a name of an international campaign 

by the government of India to promote tourism in India in 

2002 to the global audience. The title Incredible India 

was branded and promoted by Amitabh Kant, the then the 

Joint Secretary under the union ministry of tourism in the 

year 2002.  The Indian Ministry of Tourism launched a 

campaign to promote Incredible India as tourist 

destination. The phrase 'Incredible India' was adopted as 

a slogan by the ministry. Before 2002, the Indian 

Government regularly formulated policies and prepared 

pamphlets and brochures for the promotion of tourism. 

However it did not support the tourism in a concerted 

fashion. In 2002, the tourism ministry made a conscious 

effort to bring in more professionalization in its attempts 

to promote tourism. The campaign projected India as an 

attractive destination by showcasing different aspects of 

Indian Culture and history like yoga, spirituality, etc. The 

campaign was conducted globally and received  

appreciation from tourism industry observers and 

travelers alike.

2.2 What is Brand 

The next step is to know about brand. Kotler (1991) 

defined brand as "a name, term, sign, symbol or design or 

combination of them which is intended to identify the 

goods and services of one seller and to differentiate them 

from those of competitors".  A brand is intended to 

persuade the consumer about the quality, reliability, 

social status, value or safety of a product (Bow Brick 

1992) and it indicates that any product carrying this 

brand concept and philosophy may be a common 

manufacturer, distributor, retailer or country or origin. 

More than an identifier a brand also represents the 

organization itself, its reputation and core values. 

(Gilmore, 2002).

2.3 What is Branding

The word branding is a very confusing because it is used 

in reference to different things. Some people understand 

the word branding as a tool of advertising, promotion and 

publicity and others, use an identification of product and 

services by means of a logo, symbol, tagline, packaging 

and all. Simplify branding is a process of designing a 

brand awareness, brand image, brand equity and attitude. 

This can be achieved through a variety of ways, 

including advertising, packaging and product design.

2.4 Concept of Destination Branding  

Although branding is not a new concept, destination 

branding is relatively addition to the field of tourism. The 

literature on classical branding found that the writings of 

David Aaker and his colleagues provided the greatest 

insight into both the classical theory and effective 

practice of branding. Indeed, Aaker's definition of 

branding (1991) is one of the most widely accepted. He 

asserts that the primary role of a brand is to identify the 

goods or services of either one seller or a group of sellers, 

and to differentiate those goods or services from those of 

competitors. D. Aaker and Joachimsthaler (2000) 

provided a most useful supporting theoretical framework 

for this definition, their theory of brand equity postulates 

that the value of a brand is derived from four main 

factors: brand awareness, perceived quality of the brand, 

brand associations and brand loyalty. Since brands 

ultimately serve as "symbol(s) around which 

relationships are built" (Berthon, Hulbert, and Pitt 1999), 

it follows that logo design can be considered a key 

Vol. 7 No. 1, Jan-June 2014 
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component of branding. While the brand symbol may 

encompass a distinguishing name, logo, trademark, or 

package design, logos often become a central brand 

image representation of products, services or 

destinations. For tourism destinations, we strongly 

support an idea that the concept of the visitor experience 

(identified as a critical tourism concept by Ryan [2002]) 

needs to be incorporated into the process of branding (L. 

Berry 2000; Pine and Gilmore 1999). Research has 

demonstrated that although visitors purchase individual 

tourism services, the entire visitor experience is what is 

effectively being bought (Otto and Ritchie 1996). In an 

attempt to incorporate the importance of the symbolic 

representation of the brand, we note further that Ritchie 

and Ritchie (1998) have defined a "destination brand" as 

a name, symbol, logo, word mark or other graphic that 

both identifies and differentiates the destination; 

furthermore, it conveys the promise of a memorable 

travel experience that is uniquely associated with the 

destination; it also serves to consolidate and reinforce the 

recollection of pleasurable memories of the destination 

experience.  Similarly, Nielsen (1995), Biel (1997), 

Sebastiao (1999), and L. Berry (2000) describe the 

characteristics of strong brands as having consistent 

advertising and reinforcing a differentiated brand 

message. Blain et al. (2005) define destination branding 

as "the marketing activities that support the creation of a 

name, symbol, logo, word mark or other graphic that 

both identifies and differentiates destination;  that 

convey the promise of a memorable travel experience 

that is uniquely associated with the destination, that serve 

to consolidate and reinforce the reallocation of 

pleasurable memories of the destination experience, all 

with the intent purpose of creating an image that 

influence consumer's decision to visit the destination in 

question as opposed  to an alternative one.  For a 

destination, a brand bridges the gap between its given 

assets and the perceptions of the potential visitors 

(Morgan 2002). Qu (2011) states that destination brand 

serves two main functions: identification and 

differential, "a destination brand made up of the 

components of awareness and image. A destination 

image could be defined as the "perceptions about the 

place as reflected by the associations held in tourist 

memory" (Cai, 2002).

According to Prebensen (2007), a destination's image 

can be influenced by three source of information, organic 

image, induced image, and modified induced image. The 

first organic image is  what you learn about a place in 

school, in books, hear about on the news through word of 

mouth etc. these organic image could influence whether 

a person views a place as a suitable travel destination or 

not. Secondly, induced image is the next source; this is 

the result of promotional material and destination 

marketing efforts. Finally, there is modified induced 

image, which is the result of personal experience with the 

destination.

The concept of destination image and destination brand 

are so closely tied up together that there has been 

disagreement and confusion among researchers as to the 

difference between the two.

All product requires a "branding" effort to successfully 

compete for customers, now the destination branding is 

combining all the attributes related to the place i.e. its 

products and services from various industries such as 

agriculture, tourism, art, festivals, sports, investment, 

technology education etc. So, the destination branding is 

the process to express its uniqueness, identify, 

personality of the destination and differentiate from its 

competitors and establish an image in the mind of 

consumer in simple words branding is a promise to the 

consumer, an expectation of performance and a mark of 

integrity and reputation (Trauis 2000). It builds up 

continuously in the minds of the destination's consumers 

and it is affected by experience memories and other 

visitor's comments a brand reflect the entire destination 

on products services, which are part of the destination's 

identity.

Vol. 7 No. 1, Jan-June 2014 
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Destination branding is a complex subject, not just 

because of its overlap between services corporate, and 

product branding but also because of the multiplicity of 

the stakeholders, diverse customer base and product 

offering (Balakrishnan, Nekhili and Lewis, 2008). It has 

been found that the area of tourism destination branding 

already attracted a lot of attention, thus, destination 

branding can be defined as the development and active 

management of destination brands. The processes of 

destination branding begin in reality when the evaluation 

of destination image includes strong emotional 

attachments.

A tourist destination may have a name but not necessarily 

brand name (e.g. Gujrat, Goa, U.P., Kerala, etc.). Only 

branded destinations would establish link with their 

customers. Now in current scenario, more competitive 

tourism sector, mostly destinations are increasingly 

adopting branding technique to attract more customers 

and to make a different identity and uniqueness in 

comparison to other destinations.

Successful destination branding involves establishing a 

mutual relationship between destinations and tourists by 

satisfying tourists, emotionally and fulfills basic needs. 

Basically destination branding helps in establishing the 

relationship between the destination image and 

consumer self image may be called it as organized image 

and induced image to achieve the modified induced 

image.

Brand 
Image

Brand
Character

Brand
Identify

Brand
Personality

Brand
Culture

Brand
Assence or
Brand Soul

3.0 Components of Destination Branding:

Branding is not just a concept, it incorporates many 

components that work together to form the destination 

brand concept.

=Brand image is a key component in the formation of a 

clear and recognizable brand identify in the market. 

(Williams at al 1999). Brand image is related to how the 

brand in currently perceived by customers (Aaker, 1996).

=Brand culture is about the system of the value that 

surrounds a brand much like the cultural aspects of a 

people or a country.
Table1. Source: Researchers Compilation from 
various Travel Literatures

Tourism Product Category Domestic  
Tourists

Foreign
Tourists

Heritage, culture, religion

Backwaters

Beaches

Hills station

Forests & wildlife

65

15

8

7

5

40

20

25

5

10

 Note: It has not been possible to distinguish the share of 

Ayurveda from the destination-wise tourist data. 

Indications are that about 5 per cent of foreign tourists 

and a very small percentage of domestic tourists opt for 

the Ayurveda experience.

Table2. Top 10 States in Foreign Tourists Arrivals in 

2011

Rank States Tourist in 
2011

Percentage 
Share

Maharashtra 

Tamil Nadu

Delhi

Uttar Pradesh

Rajasthan

West Bengal 

Bihar

Kerala

Karnataka

Himachal Pradesh

1

2

3

4

5

6

7

8

9

10

48,15,421

33,73,870

21,59,925

18,87,095

13,51,974

12,13,270

9,72,487

7,32,985

5,74,005

4,84,518

24.70

17.31

11.08

9.68

6.94

6.22

4.99

3.76

2.94

2.49

Vol. 7 No. 1, Jan-June 2014 
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Table3. Top States in Domestic Tourist Arrivals in 

2011

Rank States Tourist in 
2011

Percentage 
Share

Uttar Pradesh

Andhra Pradesh

Tamil Nadu

Karnataka

Maharashtra

Madhya Pradesh

Rajasthan

UttraKhand

West Bengal 

Gujrat 

Kerala

1

2

3

4

5

6

7

8

9

10

11

15,54,30,364

15,31,19,816

13,75,12,991

8,41,07,390

5,53,33,467

4,41,19,820

2,71,37,323

2,59,46,254

2,22,56,968

2,10,17,478

93,81,455

18.27

18.00

16.16

9.89

6.50

5.19

3.19

3.05

2.62

2.47

1.10

Source: State / Union Territory Tourism Departments.

Note: (i) *Figures for Chhattisgarh have been estimated 

using All India Growth Rate.

(ii) ** Data adjusted using the information available with 

Ministry of Tourism.

Table4. Trends in Domestic & Foreign Tourist 

Arrivals into Kerala (2002 to 2011)

Domestic
TouristsYear

2002

2003

2004

2005

2006

2007

2008

2009

2010

2011

%VAR
Foreign

Tourists
%VAR

55,68,256

58,71,228

59,72,182

59,46,423

62,71,724

66,42,941

75,91,250

79,13,537

85,95,075

93,81,455

6.3

5.4

1.7

-4.3

5.47

5.92

14.28

4.25

8.61

9.15

2,32,564

2,94,621

3,45,546

3,46,499

4,28,534

5,15,808

5,98,929

5,57,258

6,59,265

7,32,985

11.3

26.7

17.3

0.27

23.7

20.37

16.11

-6.96

18.31

11.18

Figure-1 :  Percentage Share of top performing states in 

the foreign Tourist Arrival in India rank of Kerala 

among Indian States

Figure-2 : Percentage Share of top performing states in 

the domestic tourism in India rank of Kerala among 

Indian States

Foreign Tourist Arrival in Kerala

Figure 1: Graphical Representation of Foreign Tourist 

Arrival in Kerala and Trend-Line to Show the Annual 

Trend of Tourist Arrival 

Vol. 7 No. 1, Jan-June 2014 



IMR - MANAGEMENT SPEAK
A Bi-annual Journal

7

Figure 2: Graphical Representation of Domestic Tourist 

Arrival in Kerala and Trend-Line to Show the Annual 

Difference in Tourist Arrival 

4.0 Objective of the Study: 

The objective of the study is to analyze the concept of 

destination branding as a tool of marketing and impact of 

marketing strategy of KTDC in establishing the Kerala 

state as a unique destination.

Data Collection Methodology: 

The study is descriptive and analytical in nature. This 

paper is based on secondary data  along with books, 

study of research papers from reputed journals. Data on 

marketing strategy from KTDC data and ministry of 

tourism- Government of India, have been gathered and  

help from various websites has been taken to collect 

classified, tabulated, and finally analyzed by using graph 

and pi-charts.

5.0 Building the Kerala Brand :

'God's Own Country' has managed to capture the 

attention of the international tourism market in no 

uncertain manner. Kerala's tourism brand is listed among 

the top 100 brands of India and has been accorded the 

highly covered 'Super Brand' status. Kerala is cited as 

one of the 50 destinations of a lifetime by National 

Geographic Traveller, and is also a partner state to the 

world Tourism and Travel Council.

 Kerala has relentlessly marketed itself as a quality brand 

to the rest of the world. Beginning with its immensely 

successful brand slogan 'God's Own Country', the state 

has continued to make rigorous efforts to build and 

sustain its image in the world tourism market. Some of 

the key aspects of this brand building have been captured 

below:

Quality promotional materials: the promotional 

materials are in the form of CDs, videos, presentations, 

brochures, of the highest quality technology and style. 

The state has produced a kit of seven brochures called 

'Life as a New Light' and a series of CDs called 

'Expressions', covering all its major products and 

aspects.

Advertising focus on the source markets: to enable 

value for money spent on promotion, the state has 

focussed its advertising efforts on key source markets 

and identified tourist segments. Accordingly, the focus 

has largely been on tour operator magazines, especially 

in UK, Germany and France.

Participation in International Fairs: Kerala tourism 

participates in all the major international events related to 

its identified source markets. Some of the key 

international fairs where the state had participated in the 

year 2003 are the following:

=International Tourism Bourse (ITB), 2003, Berlin

=Arabian Travel Mart, 2003,Dubai

=PATA Travel Mart, 2003, Singapore

=OTDYKH Leisure, 2003,Moscow

6.0 Kerala's Commendable Achievement in Tourism 

and Plans for Future: 

Tourism is one of the few sectors where Kerala has clear 

competitive advantage. Kerala has natural advantages in 

this industry in forms of beautiful Hills and Valleys, 

Lakes, Waterfalls, Backwaters, Lagoons and Beaches.

Strategic Plans: 

Vision and Mission: "To develop Kerala into an up 

marketed tourist destination with a  high quality thriving, 

competitive and sustainable tourism industry which 

generates stable wealth, promotes environmental quality, 

enriches the local communities and bring enjoyment to 

visitors without harming local culture and heritage.  

Kerala will be a world brand in tourism and a top 
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destination  among Indian states in forms of the numbers 

of tourists and tourist revenue by 2030".

Kerala was a relatively unknown destination since1986 

when tourism was declared as an industry in Kerala. 

Realization of its economic potential by the government 

of Kerala declared tourism as an industry in 1986. In 

1995 the state government announced a comprehensive 

tourism policy under the planning of public private 

partnership for the following:

=Development of infrastructure

=Tourism product

=Human resources

=Marketing

In 2000, the first travel mart was held in the state as a 

buyer and seller meet in tourism made. In this mart 

Kerala launched a slogan 'Kerala- God's own Country' to 

create a strong international brand. The tourism policy 

this gradually evolved into the more inclusive and 

integrated concept of sustainable tourism. The recent 

tourism policy 2012 reinforces the need to have a 

comprehensive sustainable developments strategy to 

promote tourism. It has balanced economic dynamism 

with environmental, social and cultural consideration 

Kerala has made admirable progress in tourism 

development in recent years, God's own country has 

become a well recognized tourism brand and the state has 

achieved impressive growth in foreign tourist arrivals in 

particular.

The state's tourism vision 2025 envisages 

sustainable development of tourism with focus on 

Backwaters, Ayurveda and Eco-tourism. Kerala being an 

ecologically sensitive state, appropriate pollution control 

norms, may be formulated at the state level in association 

with the state pollution control board.

Kozhikode and Kannur in particular can take on an 

increased role is important tourism modes to divert part 

of the growth away from Kochi and Thrivanthapuram. 

This is also in keeping with charting out a more rapid 

pace of growth in northern Kerala. There are at least 175 

districts tourist/ pilgrim centers of varying degrees of 

importance and development potential across the state.

7.0 Economic Contribution of Tourism in Kerala- 

Tourism's role in the economy is often perceived as being 

limited to the hospitality industry (cafes, hotels, 

restaurants) and outbound and inbound travel agencies 

and carriers. However, the economics of tourism is much 

greater since many inputs are needed in overall to 

produce tourism and leisure services, spanning the whole 

range of farm, agro-food, and industrial production, 

including the production of capital goods as well as 

contraction and public works. Besides, tourism activities 

also have wider impact on the economy in terms of 

creating jobs and income for the households through 

tourists spending in the local economy.

8.0 Recent Development of  Tourism in Kerala:

Principle Products of  Tourism: Future Planning and 

Projects:

Kerala is far ahead of many other states in India in terms 

of planning and project implementation in tourism. The 

State is also a veritable treasure trove of tourism assets of 

diverse nature. There are at least 175 distinct tourist and 

pilgrim centers of varying degrees of importance and 

development potential across the State.

The unique variety of attraction in Kerala ensures that 

this tropical south Indian state is high on the list of 

people's places to see in India. Its unique culture and 

extremely picturesque setting, which contrasts with the 

fast paced modern world, make Kerala the perfect 

destination for relaxing and rejuvenating.

8.1 Heritage and Cultural Tourism: Heritage and 

cultural tourism constitute a dominant component 

among both domestic and foreign tourists visiting the 

state. Among the available assets, it is imperative to 

identify and focus upon these that are outstanding 

enough to attract and satisfy varied interests. Kochi as a 

heritage destination, there is perhaps scope for 

promoting a heritage circuit  covering Kochi, 

Thrippenithura, Kodungallor and Chennamangalam, 

important museums may be developed to international 

standards with up to date interpretation  system, 
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incentive and audio visual facilities. Museum is also a 

component that needs up-gradation.

8.2 The Eco-tourism Concept: Awareness and interest 

in the concept of eco-tourism in Kerala, are quite 

encouraging, some vibrant initiatives such as Thenmala 

Eco-tourism projects are already in place.

8.3 Hill Station Tourism: Kerala's best known for hill 

stations. Mannar has faced considerable deterioration 

over the years, though it is quite serene and idyllic 

compared to many other much trodden hill stations in 

India. Tourism development is also having a negative 

impact on the local plantation based economy. The focus 

of attention now, is on the proposed large scale hill 

station development at Neagamon in Idukki district for 

which private participation is being scouted.

8.4 Forest and Wildlife Tourism: Development of 

tourism in forest area has often been a subject of 

considerable debate quite clearly all new tourist facilities 

should be created outside the protected area boundaries. 

Also operates of tourist facilities should be active 

participants in conservation and improvement activities, 

as they have a long term stake in the same. The Tiger trail 

(guided tracking progress for tourists) in the Periyar 

Tiger Reserve, is projected as a model success story in 

eco-tourism in forest areas. Further, encouragement of 

appropriate forms of forest and wildlife based tourism 

could be promoted.

8.5 Backwater Tourism:. While other forms of tourist 

attractions are found in a plenty in different parts of India. 

The extensive backwaters are a distinct feature of Kerala, 

providing a unique opportunity for positioning as an 

exotic tourism product. At present, the most backwater 

resorts and houseboats are at the high end of the price 

spectrum and consequently out of reach of average 

tourist both domestic and foreign.

8.6 Beach Tourism: Beach destinations are commonly 

sold through charters. The proposed resort at Bekal is 

ultimately in place, charter flights may perhaps have to 

be the route to take to attract occupancy, considered in 

adjoining to Thattekkad Bird Sanctuary and the 

Parambikulam Wayand (Muthanga) and Aralam Wildlife 

Sanctuary in particular after due evaluation at least 

during the initial period. Beaches and associated marine 

are could offer a variety of options as may be feasible 

such as swimming, boating, wind and board surfing, 

water skiing, para-gliding and scuba diving and sport 

fishing. A comparative graded evaluation of the potential 

beach areas in Kerala could be carried out and efforts 

could be focused on those that are appropriate for 

development.

8.7 Ayurvedic Tourism: With Ayurvedic, rejuvenation 

treatments becoming available widely in different parts 

of India and abroad. Kerala would have to strengthen its 

positioning as the 'real' destination for Ayurveda and 

clearly distinguish its product vice-versa those available 

at other places. Ayurveda is almost synonymous for 

Medical Tourism in Kerala. Ayurveda Tourism can 

contribute in increasing the average length of stay of 

tourists. The average duration of stay of a tourist coming 

to Kerala for Ayurveda Tourism is as long as 16.2 days. 

However, quality control is a major issue.

In order to control quality of Ayurveda, Kerala Tourism 

has introduced two kinds of classification - Green Leaf 

and Olive Leaf - for Ayurveda centres. Promotion of 

Ayurveda tourism can be integrated with medical cities 

to provide tourists a holistic experience. Another 

component of Ayurveda tourism is its aggressive 

marketing across the world. It must be noted that Sri 

Lanka has also taken to promote Ayurveda tourism and 

will soon emerge as a serious contender in this area

8.8 Festivals: The major festival in Kerala is Onam. 

Kerala has a number of religious festivals. Thissur 

Pooram and Chettikulangara Bharani are the major 

temple festival in Kerala. Onam is the biggest and most 

important festival of the year in Kerala. It's a harvest 

festival that also starts the story of the new year on the 

Malyalam Calendar. A huge range of activities take place 

across the state for over two weeks. There are five, the 

best Kerala Onam festival attractions i.e. Thripunithura 

Athachamayam, Feasting, Aranmula Snake Boat Race, 

Pulikkali Tiger Play and Onam week celebrations. The 
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festivities include stage shows, folk-art, and food stalls 

and handicrafts fairs. It all culminates in a grand parade 

on the last day, complete with flutes and decorated 

elephants. 

8.9 Shopping: To further promote tourism in Kerala, the 

government of Kerala started the grand Kerala shopping 

festival in year 2007.

8.10 Cultural Attraction: Kerala's culture is mainly 

Dravidian in origin, derived from a greater Tamil- 

heritage region knew as Tamikam later Kerala's culture 

was elaborated on through countries of contact with 

overseas culture. Nation performing arts include 

Koodiyattem and KathaKali- from Katta (story) and Kali 

(play). Kathakali is very unusual and ancient form of 

dance -drama that's traditional to Kerala. The movements 

of the dance are subtle yet they tell  a meaningful 

mythological story. Other arts are more religious and 

tribal themed, additionally a substantial malyalam film 

industry effectively competes against both Bollywood 

and Hollywood. 

8.11 Art and Craft Tourism: The art of colorful mural 

painting: the art of colorful mural paintings, done on the 

walls of temples, churches and places in Kerala, dates 

back to the 9th century, .its roots lie in the ancient 

Dravidian art of Kalamezhuttu. Kerala has the second 

largest collection of mural sites  in India. The master 

pieces of Kerala mural art are best viewed at the Shiva 

temple in Ettumnoor, Mattancherry and Places in Kochi 

and Vadakkumnatha temple in Thrissur.

In its efforts to differentiate the tourism experience in 

Kerala, the Department of Tourism has been introducing 

newer products. Some of these, for instance, are: 

Ayurveda, backwaters, rural tourism, plantation tourism, 

adventure tourism, eco-tourism, convention tourism, and 

medical tourism. We propose that more innovative 

elements should be added into the development of theme 

products, and deep exploitation and utilization of tourist 

resources. This will call for two sets of action plan:

=Adding new elements to leisure tourism to change 

sight seeing tours into leisure vacation tours

= Promoting new tourism products

New elements to leisure tourism: Leisure tourism is 

already one of the important components of tourism, 

accounting for 51 per cent of the global tourism activity. 

Traditional tourism must be adapted to the changing 

tastes and travel patterns by adding the following 

elements.

=Experience element: Tourism economy has entered 

the age of 'experiencing' economy, and with this, the way 

people consume is also changing. There is a growing 

segment of tourists who are sophisticated, experienced, 

well-educated and discriminating. They are more aware 

of what, the competition has to offer. They are less 

destination-oriented and more experience-oriented. This 

transformation into an "experience market" is based on 

personalized services and customized holidays that 

allow visitors to play a more active role in their travelling 

experiences and to search continually for new tourism 

products.

=Participation element: The contemporary tourists 

prefer more active and exciting activities to programmed 

travel arrangements. Recreational parks, beach sports, 

haats, and fairs may enhance the participation element 

and are an integral part of tourism worldwide.

= Automation element: The mode of travel depends on 

tourists' wishes, and more and more tourists go in for 

individuation, diversification and freedom while 

experiencing the destination. Government policies must 

be adapted to these emerging needs of tourists. It requires 

provision of newer transport services and facilities to 

attract them, for instance, the government may develop 

biking and cycling facilities in tourism. This will require 

developing cycling or biking routes through hills and 

other landscapes. Cycling is considered healthy and a 

source of enjoyment. In Germany more than 200 long-

distance cycle routes have been built to offer opportunity 

for sightseeing in cities and for romantic rides through 

unspoilt nature.

9.0 Analysis and Interpretation:

In the existing trend, both domestic and foreign tourism, 

is expected to grow regularly due to amendment in the 
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tourism policy, marketing strategy and branding. Over 

the past more than one and a half decades, the total 

number of tourist arrival has increased sharply in Kerala. 

As per the tourist statistic between 2002 to2011 the 

overall growth of domestic tourism in Kerala shows an 

increasing trend. Domestic tourism in the state has 

increased from 55, 68,256 in 2002 to 93,81,455 in 2011. 

Kerala as the 17th most visited destination by domestic 

tourists in India with 1.10 per cent share among the 

Indian states and UTs. It is not evenly scattered in all over 

the state. It is concentrated in some of the destinations 

like Ernakulum, Thiruvananthapuram, Alappuzha, 

Kottayam, Thrissur, Idukki and Kannur. While 

Ernakulam is the commercial capital of  Kerala and 

Thiruvananthapuram is the political capital. Both are 

among the most developed regions in the state and attract 

tourists with their beaches. Alappuzha and Kottayam are 

among the middle income districts. They are mainly 

famous for their beaches and backwaters. Idukki, which 

attracts tourists for wildlife sanctuaries and forest walks, 

is a relatively backward state. However, it has a well 

developed tourist infrastructure. 

Between 2002 and 2011 there is a consistent growth in 

foreign tourist arrival in Kerala. FTA has increased from 

2,32,564 in 2002 to 7,32,985 in 2011. The majority of 

foreigners believe in enjoying the natural beauty of the 

landscape (and getting to know the local culture), so they 

prefer to stay in these homestays instead of hotels. It has 

been observed that foreign tourists demand better 

facilities and connectivity compared to domestic 

tourists.

Overall, however, a large number of tourists (both 

foreign and domestic) prefer to visit three particular 

d i s t r i c t s  i n  K e r a l a ,  n a m e l y  E r n a k u l a m ,  

Thiruvananthapuram and Idukki. Further it is found that 

most of the tourists prefer to visit the central and southern 

parts of Kerala rather than other parts of the state, leading 

to a comparative neglect of the North. The reasons may 

be, good connectivity in terms of roads, railways and 

airports and famous tourist places. In 2011, Kerala 

became the 8th most popular state of India among the 

foreign tourists with 3.76 per cent share. 

10.  Conclusion: 

Growth in Kerala's tourist flow remains consistently 

lower than the national average growth in tourist flow, 

this could be attributed to below average growth rate in 

domestic tourism. The domestic tourism has been 

growing more rapidly at the all India level than in Kerala. 

The latter has been doing exceptionally well in terms of 

foreign tourist arrivals (FTA). In the top 50 tourist 

destinations of the world, tourist arrival per 1,000 people 

was as high as 703 in 2011. In the European Union, it was 

755 per thousand people. In comparison, it was just over 

22 in Kerala. Kerala has good potential for the 

development of tourism in the state. There is a need to 

minimize the hurdles and threats by developing good 

governance. Many destinations in the state are still 

unexplored and reason behind is the infrastructural 

problem. For the same focus, marketing activity on 

creating awareness amongst the international and 

domestic travel trade, encouraging better access and 

enabling the local travel trade to form linkages with 

international partners. Drive the brand image through a 

regular program of news-worthy press releases, 

promoting high profile events related to key product 

clusters and through hosting journalists and travel 

writers. Kerala Tourism must appoint an advertising 

agency to devise a series of superb advertisements for 

branding, for each product cluster and for a domestic 

holiday campaign. The advertisements will form part of 

the brand portfolio and, once created will be used 

consistently for a three year period at least. The print runs 

should be determined on the basis of a literature 

distribution plan. The print pieces should be made 

available on the Internet in downloadable format. The 

range of languages in which literature is produced should 

be expanded as soon as possible. To develop tourist 

complexes and amusement parks public private 

partnership is required. 
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Consumer Psychology -A Study on Wedding Malls of Dehradun Market
Dr. Rajul Bhardwaj

 The major money generating large format retailing 

business in Dehradun market is Wedding Malls (self 

enhancement stores), which is providing textile items, 

fashion accessories and cosmetics under single roof. 

The conducted study is analyzing the purchasing 

transition of self-enhancement goods by consumers 

from individual retail outlets to multi-product outlets. 

The areas investigated under this study are: Preference 

of men and women for doing purchase from multi-

product outlets; Preference of men and women for 

purchasing from Wedding Malls; Preference of men and 

women for purchasing  textile items, fashion 

accessories and personal care products from Wedding 

Malls. The study is also identifying the influence of 

Special / festive occasions, Ease of making mix and 

match, Friends/other  family members, Multiple 

shopping and Delightful shopping experience on self-

enhancement store selection. 

Keywords: Retailing, Specialty Stores, Self-

Enhancement Stores, Multi-Product Outlets, One Stop- 

Shopping, Wedding Malls etc. 

1. Introduction

The national and international retailing industry is 

moving towards offering more innovative and attractive 

retail formats to the consumers. Even though, the 

formats can be called by some uniform names, it varies 

from nation to nation or location to location.  

Large format retailing is one major contributing sector 

to the Indian economy. The retail format that has shown 

the maximum growth among all is the multipurpose 

shopping complexes or the Shopping Malls.  One-stop 

shopping facility, "retainment"(mall- tainment), social 

gathering etc. are drawing the attention of the  
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consumers to the large retail formats. The success of a 

mall is determined by the success of the retail stores 

inside it. 

The changes in demographic profile of Indian consumers 

created market for the products, which help in improving 

their looks. These products include textile items, fashion 

accessories and personal care items, which together can 

be called as self-enhancement products. The retailing 

outlets which offer these products can be referred as self-

enhancement stores. The recent development in retailing  

format of Dehradun market is wedding centers, which 

offer the textile items, fashion accessories and personal 

care items together under a single roof. The conducted 

study has taken mall visitors and customers of different 

gender categories to examine their preference of the 

same for doing textile, fashion accessories and personal 

care product purchase and to analyze the impact of 

various factors such as special / festive occasions, Ease 

of making a mix and match, Friends/family members, 

Multiple shopping and Delightful shopping experience 

on preference for wedding malls.

2. Literature Review

As per the report of AC Nielsen's Retail and Shopper 

Trends 2004, the shopper's behaviour in India is as 

follows :  

(1) Indian shoppers spend an average of INR2500

on food, groceries and personal care items every month 

and  

(2) Convenience stores are booming in most markets, as 

the number of such stores exceeds 80,000. Multipurpose 

shopping is a prominent and  relevant feature of 

shopping behavior. Retail agglomeration helps to attract 

not only multipurpose but also single-purpose trips. 

Furthermore, it appears that the perceived purpose-

specific utilities of shopping destinations exhibit 

s ign i f i can t  and  pos i t i ve  jo in t -  a t t r ac t ion  

effects. (Theo a. Arentze, harmen oppewal, and harry j.p. 

Timmermans, 2005) The demand for one-stop shopping 

has been a major driver of the increasing scale of  

operation in retail. (Messinger and Narasimhan 1997). 

Burt, Dawson and Spraks, (2003), studied the 

relationship between economic globalization of the retail 

sector and the emergence of large retail formats. As noted 

by Stoltman, Anglin and Gentry (1989), multi- purpose 

shopping can take many forms. Ghosh (1986) briefly 

commented upon the importance of multi-purpose 

shopping to both the shopper and the retailer. The 

possibility should be explored further. Malls would 

afford those pursuing a multi-purpose agenda, the 

opportunity to do so more effectively and in a pleasant 

environment. Shopping motives refer to a customer's 

needs and wants related to the choice of outlets (Sheth, 

1983). The acceptance of retail stores depends on the 

degree to which a store satisfies the specific needs 

of a consumer. (Groppel 1995).Consumers tend to base 

their patronage decisions on the shopping complex rather 

than on individual stores (May 1981) and( Gripsrud and 

Horvetak1986). Sheth (1983) identified three 

antecedents for shopping preference among an evoked 

set of alternative outlets: shopping motives, shopping 

options; and choice calculus. According to him shopping 

motives are made up of consumers' wants and needs and 

are influenced by personal values as well as product 

related characteristics. Sherrell (1989) referred that 

consumers receive pleasure in addition to merchandise 

as outcomes of a shopping trip. (Gruen 1973) endorse 

the current "malltainment" trend that has malls providing 

large areas focused on entertaining consumers while they 

are in the facility. (Taylor and Cosenza 2002) analyzed, 

How younger consumers perceive malls as a place to 

shop and socialize. Westbrook and Black 1985) have 

noted that shopping pleasures include the opportunity for 

social interactions with friends, family or even strangers 

that one encounters on site. Dawson, Bloch, and 

Ridgway (1990) Experiential shopping motives: 

Consumers visit stores to derive pleasure from the visit 

itself. Reynolds and Beatty (1999) Shopping enjoyment: 

Satisfaction is derived from the shopping activity itself. 

Mall/center choice and patronage can be classified as 
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falling into three categories: gravitational attraction of 

shopping centers (Gautschi 1981); the dimensions and 

predictive power of shopping area image (Wee 1985); 

and the motivational and experiential aspects of mall 

shopping (Sherrel 1989). Barich & Srinivasan (1993),  

selected store image  studies and their image components 

-product variety, product quality, store attractiveness, 

reasonable prices, convenience and customer service. 

Satisfaction is derived from the shopping activity itself. 

Mall/center choice and patronage can be classified as 

falling into three categories: gravitational attraction of 

shopping centers (Gautschi 1981), the dimensions and 

predictive power of shopping area image (Wee 1985), 

and the motivational and experiential aspects of mall 

shopping (Sherrel 1989). Barich & Srinivasan (1993) 

Selected store image studies and  their image 

components - product variety, product quality, store 

attractiveness, reasonable prices, convenience, customer 

service. Mall amenities are features provided to make the 

shopping trip more comfortable and enjoyable

(Wakefield  and Baker, 1998). The factor on shopping 

complex/mall loyalty refers to the tendency to shop in a 

specific shopping mall or surrounding areas (Sirgy and 

Samli, 1985).The factors influencing shopping-centre 

selection, according to Spiggle and Sewall (1987), can 

be grouped as: consumer characteristics, consumer 

psychological states and outlet characteristics. 

Consumer  percep t ions  o f  shopping-cen t re  

characteristics, more than the characteristics themselves, 

are the determinants of selection (Arnold et al. 1983; 

Cadwallader 1975). In his retail text, Lewison (1997) 

describes three elements associated with retail strategies; 

choosing a retail format, targeting a specific group of 

consumers and arriving at a defensible competitive 

advantage. Herrington and Capella (1994) also argue 

thatother segmentation variables, such as gender, may 

influence reactions to, and perceptions of, a retail 

atmosphere. 

3. Conceptual Framework of the Study

Retailing : The word 'Retail' is derived from a French 

word with the prefix re and the verb tailer meaning "to cut 

again". Evidently, retail trade is one that cuts off smaller 

portions from large lumps of goods. It is a process 

through which goods are transported to final consumers. 

In other words, retailing consists of the activities 

involved in selling directly to the ultimate consumer for 

personal, non-business use. 

Retailing Formats : The traditional formats like 

hawkers, grocers and paan shops co-exit with modern 

formats like Super- markets and Non-store retailing 

channels such as multi level marketing and teleshopping. 

Modern stores trend to be large, carry more stock keeping 

units, have a self-service format and an experiential 

ambience.

The modernization in retail formats is likely to happen 

quicker in categories like dry groceries, electronics, 

mens' apparel and books. Some reshaping and adaptation 

may also happen in fresh groceries, fast food and 

personal care products. 

Specialty Store : These formats focus on a specific 

product category, Medium sized layout in strategic 

location. Specialty stores provide a large variety base for 

the consumers to choose from. 

Self - Enhancement Stores : A self-enhancement store 

is an individual outlet that provides good depth and 

variety in apparels, Fashion accessories and Personal 

care products, which polish the external appearance of 

consumers in a revised style through a single outlet.

Malls : The largest form of organized retailing today. 

Malls are located mainly in metro cities, in proximity to 

urban outskirts, this format ranges from approximately 

60,000 sq ft to 7,00,000 sq ft and above. They lend an 

ideal shopping experience with an amalgamation of 

product, service and entertainment, all under a common 

roof. The mall was originally conceived of as a 

community center where people would converge for 

shopping, cultural activity, and social interaction (Gnien 

& Smith, 1960).

Wedding Malls: Malls which is focusing more on 

catering the consumer needs on wedding occasions with 
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a primary section of  apparels and secondary section of 

fashion accessories and personal care products. In 

addition to wedding occasion support, these multi-

product outlets cater the need of general purchase 

categories also by providing textile items, fashion 

accessories and personal care products.

Retail industry boosters: Rise in education, Increase in 

working class members especially employed women, 

Hike in family income, globalization of markets, 

improved living standards, Urge for Pseudo-status etc. 

are some of the motivating elements for the growth of 

Indian retail.  

Consumer Dimensions: Gentry and Burns (1977) found 

that store variety is more important to women as 

evaluative criteria in shopping centre patronage. When 

men go shopping, it is often to satisfy a clearly defined 

need. They want to reduce complexity of shopping and 

time spent doing it, while women can enjoy shopping 

without having a predefined purpose (Campbell, 1997). 

Convenience appears to be a significant factor

choosing purchase method (Barnes and Peters, 1982), 

which could suggest that convenience related to the 

shopping centre is important the older the consumer.  

Retainment / Malltainment : Trend of malls providing 

large areas focused on entertaining consumers while they 

are in the facility (Gruen 1973). This include product 

shows by models, kids play corner, refreshment counters 

etc. 

One Stop Shopping/Multiple Shopping: Doing 

multiple purchasing from a single retail outlet which 

reduce the effort of consumer for visiting more than one 

shop for doing his required purchases.

4. Research Questions

Indian retail industry has introduced many formats to its 

consumers and the most recent reform in this area is 

wedding malls. Even though these malls are specializing 

in offering apparels, fashion accessories and personal 

care products during the occasion of wedding to its 

consumers, the following questions studied by the 

researcher to analyze the impact of the same on the 

selected market. The areas investigated under this study 

are:  

(1) Do men and women equally prefer purchasing from 

multi- product outlets especially from wedding 

malls? 

(2) Do they have an equal preference for purchasing 

textile items, fashion accessories and personal care 

products together from wedding malls or is there 

difference of preference in selected product offers?

(3) Is there a special purchase preference by men and  

women for Wedding Malls (during special/Festive) 

seasons?

(4) Is there a relationship between influence of special or 

festive occasions, Ease of making a mix and match, 

Friends and family members, Multiple shopping and 

delightful shopping experience on preference for 

wedding malls.

5. Methodology

The survey was conducted in three wedding malls of 

Dehradun. The selected city is an urban area which is

having the retail chains of major National and 

International retailers. Many new retail formats and 

operators are considering this place as a market of 

opportunities. Out of the randomly selected 200 

respondents (100 males and 100 females) half of the data 

had been drawn through mall intercept interview and out 

of mall visits. The tool used for collecting the responses 

of the selected sample is a carefully designed 

questionnaire. The dependent variable for the conducted 

research is preference for wedding malls and the 

independent variables are special occasions, influence of 

family members and friends, Ease of mix and match, 

multiple shopping and delightful shopping experience. 

Gender is considered as the control variable for the study. 

The statistical tools which are applied for the analysis of 

the primary data are regression analysis and t-test.  

Regression Model: Multiple regression analysis is 

applied for testing the influence of certain variables on 

self-enhancement store selection. The linear regression 

model thus developed is:

Y = a + ba + bb + bc + bd+ bf + €1 2 3 4 5

Where:

a  = Special / festive occasions            

b= Co-efficient of Special / festive occasions1

b  = Ease of making a mix and match      
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b= Co-efficient of Ease of making a mix and match2

c   = Friends/ family members  

b= Co-efficient of Friends/ family members3

d  = Multiple shopping  

b= Coefficient of Multiple-Shopping4

f   = Delightful shopping experience        

b= Coefficient of delightful shopping experience5

€    = sampling error

The variance inflation factors were examined to check 

the multicollinearity. 

Male and Female
Consumers

Shopping & Preference

Textile Items' Purchase

Fashion accessories Purchase

Personal care Product Purchase

Festive/special season-purchase

Determinants/
Influencing Factors

• special/festive occasions,
• ease of making a mix and match
• friends/other family members,
• multiple shopping and
• delightful experience

Multi-product Outlet

Speciality Stores
(Wedding Malls)

H1

H3

H4

H5

H2

H6

Exhibit : 1

Hypothesis : 1

H7

Exhibit : 2 Profile of the Respondent (Sample)

An equal proportion of both gender categories in single 

and married status had been selected for the study to gain  

an unbiased result about the perception of consumers 

towards self-enhancement stores.

Proposition : 1

H0: There is no significant difference among men and 

women regarding the preference for multi-product 

outlets

Ha: There is a significant difference among men and 

women regarding the preference for multi-product 

outlets

Table 1 : Group Statistics and Testing on multi-

product outlet preference by

Dependent 
Variable

Outlet Preference

Gender N Mean

t-test for Equality of Means

p values   
Sig. (2-tailed)

.020

t

2.346
Male

Female

100

100

3.56

4.08

different gender groups

Male (N) = 100             

 Female (N) = 100        

 t (2.36)>1.96   p (.020) <.05

Since 't' value is greater than 1.96 and significant values 

are less than .05, the study is accepting alternative 

hypothesis i.e., the opinion about the purchasing 

preference among  males' and females' for multi-product 

outlet  are significantly different i.e., there is a significant 

difference among them regarding their preference for 

shopping from multi-product outlet. As given in table 1, 

Female customers preferred more to do their purchase 

from multi-product outlet than male consumers.

Proposition : 2

H0: There is no significant difference among men and 

women regarding the preference for Wedding Centers.

Ha: There is a significant difference among men and 

women regarding the preference for Wedding Centers.

Empirical Data Analysis and  
Interpretation of Results
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Table 2 : Group Statistics and Testing on preference 

for shopping at wedding malls among different 

gender groups

Dependent 
Variable

Preference for
Wedding Centres

Gender N Mean

t-test for Equality of Means

p values   
Sig. (2-tailed)

.919

t

.102
Male

Female

100

100

3.42

3.72

Male (N) = 100 Female  (N) = 100             

t (.102)<1.96        p (.919) >.05

Since 't' values is lesser than 1.96 and p-value is greater 

than .05, we accept null hypothesis i.e., the opinion about

preference of  males' and  females' for doing purchasing 

from wedding centers are  not significantly different or 

there is  no significant difference in  the i r  purchase  

habits.

H0: There is no significant difference among men and 

women regarding the preference of wedding centers for 

textile items' purchase.

Ha: There is a significant difference among men and 

women regarding the preference of  wedding centers for 

textile items' purchase.

Table 3 : Group Statistics and Testing on preference 

for apparels shopping at  wedding malls among 

different gender groups

Dependent 
Variable

Preference for
Wedding Centers
for purchasing of
cloths

Gender N Mean

t-test for Equality of Means

p values   
Sig. (2-tailed)

.028

t

2.213
Male

Female

100

100

3.42

4.61

Male (N) = 100 Female (N) = 100 <.05

 t (2.213)>1.96      p (.028)

Since the 't' value is greater than 1.96 and significant 

value is less than .05, the testingis accepting alternative

hypothesis i.e., the opinion about the preference of  

males' and females' for doing apparels purchase from 

wedding centers are  not of similar nature i.e., there is a 

significant difference in their purchase preference for 

apparels from  wedding centers. As given in table:3, the 

female customers are having more favourable tendency 

do their apparel purchasing from wedding malls than 

male consumers

Exhibit 3: Consumer Preference for Wedding 

Centers

Exhibit 4: Consumers Buying Preference of Apparels 

from Wedding Centers

Highly 
Preferable

Preferable Don't Know Non-
Preferable

Not at all
Preferable

35
30
25
20
15
10
5
0

32 29

26

24

18

16

12

13

12

Male (100) Series 2

Proposition : 4

H0: There is no significant difference among men and 

women regarding the preference of Wedding Centers for 

fashion accessories' purchase.

Ha: There is a significant difference among men and 

women regarding the preference of  Wedding Centers for 

fashion accessories' purchase.

Table 4 : Group Statistics and Testing on preference for 

accessories' shopping at  wedding malls among different 

gender groups

Dependent 
Variable

Preference for
Wedding Centers
for purchasing of
accessories

Gender N Mean

t-test for Equality of Means

p values   
Sig. (2-tailed)

.013

t

2.517
Male

Female

100

100

2.42

3.61
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Male (N) = 100 Female (N) = 100   <.05

 t (2.517)>1.96      p (.013)

Since the 't' value is greater than 1.96 and significant 

value is less than .05 the analysed result is accepting null 

hypothesis i.e., the opinion about the preference of  

males' as well as females' for doing fashion accessories'  

purchase from wedding centers are  similar or there is no 

significant difference in their purchase opinion.

Fashion Accessories Purchase Preference from self-

enhancement stores

Not at all Preferable

Not Preferable

Don't Know

Preferable

Highly Preferable

Male (100) female (100)

Proposition 5:  

H0: There is no significant difference among men and 

women regarding the preference of wedding malls for 

personal care products' purchase.

Ha: There is a significant difference among men and 

women regarding the preference of wedding malls for 

personal care products' purchase.

Table 5 : Group Statistics and Testing on preference for 

personal care products' shopping at wedding malls 

among different gender groups

Male (N) = 100 Female (N) = 100  (.347) <.05

Since the 't' values is less than 1.96 and significant value 

is greater than .05, the results are supporting null 

hypothesis i.e., the opinion about the preference of males 

and females for doing personal care products' purchase 

from wedding centers are not different or there is no 

significant difference in their purchase attitude.

Dependent 
Variable

Preference for
Wedding Centers
for purchasing of
personal care product

Gender N Mean

t-test for Equality of Means

p values   
Sig. (2-tailed)

.347

t

.942
Male

Female

100

100

3.218

3.420

25 17

20 16

2331

2613

11 18

Buying preference of personal care product
from wedding centers

Male (100) female (100)

Not at all Preferable

Not Preferable

Don't Know

Preferable

Highly Preferable

33 26

31 32

2116

13

8 11

10

Proposition : 6

H0: There is no significant difference among men and 

women regarding the preference of doing purchase from 

wedding centers during festive/special occasions.

Ha: There is a significant difference among men and 

women regarding the preference of  doing purchase from 

wedding centers during festive/special occasions.

Table 6 : Group Statistics and Testing on preference for 

shopping at wedding malls festive / special occasion 

among different gender groups

Dependent 
Variable

Preference for Wedding
 Centersfor purchasing 
during  festival/special
 occassion

Gender N Mean

t-test for Equality of Means

p values   
Sig. (2-tailed)

.022

t

1.82

1

Male

Female

100

100

2.42

3.61

Male (N) = 100 Female (N) = 100   (.013) <.05

Since the 't' values is greater than 1.96 and significant 

value is less than .05 the results are accepting alternative 

hypothesis i.e., the opinion about the preference of  

males and females for purchasing from wedding centers 

during festive/special occasions are  dissimilar or there is 

a significant difference in their purchase opinion. As per 

the exhibit is showing, the female consumers are having 

a preference for wedding malls than the male consumers  

on special/festive occasions.

Vol. 7 No. 1, Jan-June 2014 



IMR - MANAGEMENT SPEAK
A Bi-annual Journal

20

t (2.517)>1.96   p

or there is a significant difference in their purchase 

opinion. As per the exhibit is showing, the  f e m a l e  

consumers are having a preference for wedding malls 

than the male consumers  on special/festive occasions. 

Proposition : 7

H0 : The purchase preference for self-enhancement 

stores is not influenced by special / festive occasions, 

ease of making a mix and match, friends/family 

members, multiple  shopping and delightful experience 

Ha : The purchase preference for self-enhancement 

stores is influenced by special / festive occasions, ease of 

making a mix and match, friends/family members, 

multiple  shopping and delightful experience

Table : 7 Standardized Estimates of the Hypothesized 

relationships

R Square = .683          F = 66.823              * = p <0.05

Y = a + ba + bb + bc + bd+ bf + €1 2 3 4 5

Purchase preference during special
occassions from wedding centers

Yes No

Male (100) Female (100)

Predictors

Dependent Variable - Preference for Wedding 

Standardized
Coefficients 't' Sig,

Collinearity 
Statistics

Beta Tolarance VIF

Special / festive occasions

Ease of making mix and match

Friends/Family Members

Multiple Shopping

Delightful Experience

657*

.134

.010

.767*

.583*

6.832

1.548

.283

12.268

2.472

.004

.024

.795

.017

.023

.132

.243

.399

.804

.386

4.543

5.786

3.218

2.015

3.519

6. Results 

Since R square value is .683, 68 percentage of variability 

in preference for wedding malls is explained by the 

independent variables taken for the study. As per the 

output displayed by table:7, the variable, multiple 

shopping (?4 = 0.767, t= 12.268)  influence preference 

for wedding malls positively and with high significance 

where the other variables, Special / festive occasion (?1= 

0.657, t = 6.832) and delightful experience (?5 = .583, t= 

2.472) influence it with a comparatively less 

significance. 

The influence of variables such as ease of making mix 

and match (?2 = 0.134, t= 1.548) and influence of 

friends/family members (?3 = 0.010, t = 0.283) is not 

significant at .05 significance level. Hence the 

mentioned predictors dropped from the model. On 

dropping variables Ease of making mix and match and 

influence of friends/family members the overall model is 

significant at all levels. 

Hypothesis: Ha is supported with variables: multiple 

shopping, special/festive occasion and delightful 

experience which have a positive effect on dependent 

variable: Preference for Wedding Malls.

Exhibit : 7 Frequency of Mall Visitings by the 

Consumers

Male (100) female (100)

Rarely

Occasionally

Frequently

36 15

51 57

13 28

Frequency of consumer visits to 
wedding centers

As exhibiting in the above chart, majority of the 

respondents who participated  in t h i s  s u r v e y  a r e  

occassional visitors of wedding malls than regular 

visitors.
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7. Conclusion 

Wedding malls' preference, a new format of retailing 

which has examined through the study is preferred by 

majority of the male and female respondents who 

participated in the survey. The analyzed result of the 

conducted study is drawing a favorable response to the 

multi-product outlet formats, especially self-

enhancement stores. This is being accepted by majority 

of male and female respondents. The study has also 

analysed the preference of respondents towards the 

purchase three individual self-enhancement product 

categories - apparels (textile items), fashion accessories 

and personal care products to study the impact of each on 

male and female consumers in the market. Even though 

the textile items and fashion accessories' purchase 

preference got a positive response to the marketers, the 

personal care product buying preference of consumers 

had shown difference in opinion among males and 

females. Hence the marketers can safely invest more on 

adding more lines of product to the first two categories 

and can think of formulating new strategies to the third 

product category to boost the interest of both gender 

categories in an equal manner. The predictors of the self-

enhancement store preference or selection model 

considered for the study are special / festive occasions, 

ease of making a mix and match, friends/family 

members, multiple shopping and delightful experience. 

The significance of each factor indicated as special / 

festive occasions 65 per cent , multiple shopping 76 per 

cent and delightful experience 58 per cent. Among the 

above shown predictors the highest wedding mall 

preference contributing factor is multiple shopping. So 

the highest preferred factor for outlet preference is the 

facility for one-stop shopping or multiple shopping. 

Hence the retailers should ensure the availability

of different product categories to give more 

shopping facilities or reduce the effort in going from one 

shop to another for its customers. This is applicable 

equally to all gender categories of different marital 

status.  

Theconsumers shown occasional visiting tendencies 

which need to be considered and properly addressed by 

the retailers. Attraction and retaining of consumers is 

important for all outlet operators. Because of this, the 

retailers have to tailor enough advertisements and other 

promotional programmes to increase their visits and 

ensure customer loyalty for survival in the market.

8. Areas For Future Research

The conducted study on preference for wedding malls of 

Dehradun Market given results related to the perception 

of male and female consumers in the market towards the 

retailers' offers. Since the study has taken only gender 

factor as the control variables, further research can be 

conducted by considering other variables like marital 

status, age, income, residential area etc. The next 

suggested areas for future research in this area are: 

impact of advertisements and sales promotion in 

preference creation of wedding mall as a purchase 

destination; relationship between location and physical 

ambience on preference of wedding malls and 

determinants of store selection by the consumers during 

special / festive occasions. In addition to the studies 

related to wedding malls, the researchers can focus on 

visitors' characteristics, frequency and loyalty factors in 

relation to other retail outlets such as super market, hyper 

markets, margin free stores etc which are giving an 

opportunity to do multi-purpose shopping.
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Managing Work Stress as a Strategy for Better HRM: A Research Study
in Private Sector Banks in Kanpur (U.P.)
Dr. Tulika Saxena

Stress Management is getting more and more attention 

now-a-days, particularly in the financial sectors. There 

is no such thing like stress- free job. Everyone in their 

work is exposed to tension and anxiety as they gets 

through the duties assigned to them. Banking industry 

which is the backbone of the country's economy is not an 

exceptional one. The job nature of banking employees is 

very tedious as it involves the direct customer 

interaction in all levels. This research shows that a large 

number of bankers are facing high stress because of 

their job and the reasons behind this stress include long 

working hours, improper reward system, lack of job 

autonomy, organizational culture, role conflict etc. and 

the main reason is lack of management support to 

employees. The employees can notice a number of 

symptoms indicating high level stress among them. 

However if these symptoms are not noticed in early 

stage, they can cause serious health problems among 

employees such as depression, heart problems, diabetes 

etc. Not only health but personal life of bankers are also 

being affected because of high job stress, most 

employees are unable to spend time at home or with 

family. However, with the help of proper management 

techniques by management, the bankers stress level can 

be reduced to great extent. The type of research 

conducted is 'Causal' as this research explores the effect 

of one variable over other. It aims to determine the 

cause-effect relationship between factors causing stress 

and their impact on banker's personal life and health.

Stress is the "wear and tear" of our bodies experience as 

we adjust to our continually changing environment; it 

has physical and emotional effects on us and can create 

positive or negative feelings. Strategic Human  

Vol. 7 No. 1, Jan-June 2014 



IMR - MANAGEMENT SPEAK
A Bi-annual Journal

24

Resource  Management  is   an  art   of  managing  

people  at  work  in  such  a manner  that  they  give  their  

best  to  the  organization and one of the vital challenges 

among many is managing stress. The paper is an attempt 

to study Work Stress Management, restricted within the 

private bank employees. It studies the existence or non - 

existence of stress among the employees in the 

organization and identifies the factors which are 

contributing for stress .It also provides opportunity to 

find out various measures that can be adopted by the 

organizations for managing the work stress of the 

employees, which can be used as future reference for 

relevant decision-making and policy making. The study 

reveals the morale of the employees and their perception 

about stress level in job and their own techniques to cope 

up with it. About one-third of workers report high levels 

of stress. One-quarter of employees view their jobs as the 

number one stressor in their lives. Three-quarters of 

employees believe the worker has more on-the-job stress 

than a generation ago. Evidence also suggests that stress 

is one of the strong causes of turnover in organizations.

Key Words : Banking Sector, Bank Employee, 

Occupational Stress, Causes of Stress, Attributes, 

Initiatives etc.

1.0 Conceptual Framework

A lot of research has been conducted into stress over the 

last hundred years. Some of the theories behind it are 

accepted, other are being researched and debated. During 

this time, there seems to have been something 

approaching open warfare between competing theories 

and definitions. Stress is a common element in any kind 

of job and persons, have in fact, it in almost every walk of 

life. Stress has been defined in different ways over the 

years. According to Robbins and Sanghi (2006) "A 

dynamic condition in which an individual is confronted 

with an opportunity, constraints, or demand related to 

what he or she desires and for which the outcome is 

perceived to be both uncertain and important." stress is 

an increasing problem in organizations and often cause 

adverse effects on performance.

Organizational stress arises due to lack of person- 

environment fit. When organizational stress is 

mismanaged, it affects the human potential in the 

organization. It further leads to reduced quality, 

productivity, health as well as wellbeing and morale 

According to Kahn and Quinn (1970) "stress is the 

outcome of fact of the assigned work role that caused 

harmful effect for individual. Occupational stress is 

considered as harmful factor of the work environment." 

It also has unpleasant effects on health of an individual as 

David (1998) contributed "it can also be labelled as the 

harmful physical and emotional responses that occur 

when the requirements of the job do not match with the 

capabilities, resources, or needs of the workers. Job 

stress can lead to poor health and even injury."

According to ILO (1986)"It is recognized world-wide as 

a major challenge to individual mental and physical 

health, and organizational health." Although stress 

includes both good and bad aspects but it is not 

necessarily bad. Robbins and sanghi (2006) also 

contributed "stress is typically discussed in a negative 

context; it also has a positive value. It is an opportunity 

when offers a potential gain." Rubin et at., (2008) 

contributed the same "Stress is not always negative or 

harmful and indeed, the absence of stress is death." But it 

still has destructive impact on employee performance. 

According to Usman and Ismail (2010) "One of the 

affected outcomes of stress is on job performance. "So it 

needs to be studied. Stress is a condition of strain that has 

a direct Bearing on emotions, thought process and 

physical conditions of a person. Hans Selye was one of 

the founding fathers of stress research. His view in 1956 

was that "stress is not necessarily something bad - it all 

depends on how you take it. The stress of exhilarating, 

creative successful work is beneficial, while that of 

failure, humiliation or infection is detrimental." Selye 

believed that the biochemical effects of stress would be 

experienced irrespective of whether the situation was 

positive or negative. 
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A lot of research has been conducted into stress over the 

last hundred years. Some of the theories behind it are now 

settled and accepted; others are still being researched and 

debated. During this time, there seems to have been 

something approaching ,open warfare between 

competing theories and definitions: Views have been 

passionately held and aggressively defended. What 

complicates this is that intuitively we all feel that we 

know what stress is, as it is something we have all 

experienced.

The most commonly accepted definition of stress 

(mainly attributed to Richard S Lazarus) is that "Stress is 

a condition or feeling experienced when a person 

perceives that demands exceed the personal and social 

resources the individual is able to mobilize." In short, it's 

what we feel when we think we've lost control of events. 

This is the main definition used by this section of Mind 

Tools, although we also recognize that there is an 

intertwined instinctive stress response to unexpected 

events. The stress response inside us is therefore part 

instinct and part to do with the way we think.

Workplace stress is the harmful physical and emotional 

response that occurs when there is a poor match between 

job demands and the capabilities, resources, or needs of 

the worker. Stress-related disorders encompass a broad 

array of conditions, including psychological disorders 

(e.g., depression, anxiety, post-traumatic stress disorder) 

and other types of emotional strain (e.g., dissatisfaction, 

fatigue, tension, etc.), maladaptive behaviors (e.g., 

aggression, substance abuse), and cognitive impairment 

(e.g., concentration and memory problems). In turn, 

these conditions may lead to poor work performance or 

even injury. Job stress is also associated with various 

biological reactions that may lead ultimately to 

compromised health, such as cardiovascular disease. 

Stress is a prevalent and costly problem in today's 

workplace. We generally believe that the stress is caused 

by the external events and the dynamics of the 

environment. But we need to emphasis the fact that the 

Stress is caused by our reaction to the external 

environment. 

Emotional Effects of Stress
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1.1 The Organisation as the 'Generator' of Stress 

Traditionally, the focus of stress-related research has 

been on employees? adaptation to their work and work 

environments, and individual differences in the process 

of adaptation and coping (Gardell, 1982). However in 

recent years, there has been a shift in interest (Johnson & 

Hall, 1996) from how individual employees cope with 

stress towards concern for the design and management of 

their work of one source of their problems (Cox et al., 

2000). The organisation has been identified in the 

literature as a "generator? of stress related illness (Cox et 

al., 2007). However, there is an evidence to suggest that 

organisational level interventions are the least common 

and that few have been evaluated as effective (Cox et al., 

2007). 

Occupational health and safety legislation at national and 

EU level and EU policy documents has identified factors 

in the work environment as contributing to stress. 

Legislation has been broadened to include psychosocial 

hazards as a contributor to stress. 

2. Litrature Review 

A review of the literature that focuses on organisational-

level interventions was conducted in order to identity 

best practice in terms of interventions and assessment 

include interventions directed at factors at work, or 

work-directed interventions containing measures to 

change the working environment, work tasks or working 

methods included interventions aimed at decreasing 

workload or changing the organisation of the work  

Models identifying 3 distinct sets of objectives have been 

adopted by organisations in the management of work-

related stress (Cox et al., 1990; Dollard & Winefield, 

1998). Objectives include prevention (control of hazards 

and exposure to hazards by design and worker training to 

reduce likelihood of those workers experiencing stress; 

timely reaction (based on management and group 

problem solving); and rehabilitation (offering support to 

help workers cope with and recover from problems 

which exist) (Cox et al., 2000). Cox and colleagues 

(2000) suggest that the reduction of stress through the 

elimination and control of hazards appears to be the most 

promising area for intervention. This is often achieved 

through adoption of a problem-solving approach which 

is a form of risk management. This view is also reflected 

by Murphy and colleagues (1992), who conclude that 

"job redesign and organisational change remain the 

referred approaches to stress management because they 

focus on reducing or eliminating the sources of the 

problem in the work environment". Van der Hek & 

Plomp (1997) also concluded that "there is some 

evidence that organisation-wide-approaches show the 

best results on individual, individual-organsiational 

interface and organisational parameters (outcome 

measures); these comprehensive programmes have a 

strong impact on the entire organisation, and require the 

full support of management". Edwards & Burnard 

(2003) suggest that the first step in managing stress 

effectively is to eliminate or minimize the stressors 

themselves. However, in order to achieve this, 

management strategies must be proactive rather than 

reactive with respect to the organisational environment, 

and there is a lack or research into interventions at 

organisational level. 

Many reviews have found that most stress management 

techniques are individual focused, and attempt to change 

the worker as opposed to the organisation. For example, 

Murphy and colleagues (1984) reviewed thirteen 

published and unpublished studies on personal stress 

management. Of the 32 outcome measures used in the 

ACTIVATION

 PARTIAL RELEASE

PROLONGED STRESS

BALANCE LEVEL
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thirteen studies, 27 related to the individual and only 3 to 

the organisation. Williamson (1994) found that out of 24 

evaluative studies of stress interventions, 21 focused on 

the individual, and only 3 focused on change at 

organisational level. A Cochrane review on review on 

preventing occupational stress in health care workers 

included 19 studies, 13 on which were focused on 

person-directed interventions and 6 on interventions 

which focused on the 20 organisation (Marine et al., 

2009). Work-directed interventions included in the 

review focused on attitude change and communication, 

support from colleagues and participatory problem 

solving and decision-making, and changes in work 

organisation. 

However, most of the studies included in the review were 

small and of poor quality. The general absence of 

literature on stress management interventions which 

focus on the organisation reflects a generalised gap in the 

literature. It is unlikely that individual directed 

interventions will lead to a long term reduction in stress 

amongst employees unless organisational procedures are 

also in place to reduce or prevent environmental stressors 

(Kenny, 2005). 

Other studies indicate that work-directed interventions 

consist of selection and placement, training and 

education, interpersonal skill development in managers, 

work environment changes, and job redesign and 

restructuring (Giga et al., 2003; Kenny & McIntyre, 

2004; Morrison & Payne, 2003). Cotton and Hart (2003) 

argue that workplaces can address organisational factors 

impacting on morale through provision of supportive 

organisational climate and appropriate leadership 

behaviours. The ROSE project will include guidelines 

for the manager on effective leadership, outlining the 

different leadership styles, allowing the manager to 

identify their own leadership style. They will be able to 

access and assessment tool to assess their own behaviour 

to see how effective they are in preventing and reducing 

stress in the workplace. 

Delvaux (2004) and Razavi (1993) used psychological 

training programmes with theory, role playing and 

experimental exchanges intended to improve attitudes, 

communication skills and occupational stress. Heaney 

(1995) ran a training program about mobilizing support 

from colleagues and about learning participatory 

problem solving and decision-making skills. Melchior 

(1996), Proctor (1998) and Schrijnemaekers (2003) 

employed interventions that introduced innovations in 

nursing delivery via changes in work organisation, 

knowledge and skills training and support and advice 

from supervisors.

An individual in his or her job in bank face stress as 

Jamshed et al.,(2011)suggested "The workplace is 

potentially an important source of stress for bankers 

because of the amount of time they spent in their 

respective banks." And that stress often decrease their 

performance. "Therefore occupation of individuals 

could be a major source of stress in the given 

circumstances. When individuals face stress due to 

various conditions of their occupation and fail to cope 

with stress, it results into burnout," (ibdm). Basically in 

banking sector lack of administrative support from 

boss(manager), work overload and time pressure, risky 

ness of job, poor relationship with customers and  

coworkers, and work family balance cause stress which 

in turns decrease employee performance. The same was 

contributed by Materson (1980) "Causes of stress are 

many like work load, cuts in staff, change at work, long 

work hours, shift work, lack of supervision, inadequate 

training, inappropriate working conditions, too heavy 

responsibilities and poor relations with colleagues." The 

same was identified by Ganster & Loghan, (2005) "huge 

and multi fields literature points a lot of key factors such 

as work environment, management support, workload 

etc in determining how stressful the work can be and its 

effect on employee physical and mental health." 

In banking sector particularly higher management 

doesn't realize the impact of stress on employee 
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performance which ultimately results in critical 

managerial dilemmas as Subha and Shakeel (2009) 

described "Higher level of stress existed with no 

managerial concern for solution consequently lowering 

the employee performance, staking organizational 

reputation and loss of skilled employees, these situations 

call for immediate concern from organization 

management for employing effective stress management 

practices to increase employee satisfaction and overall 

employee performance." Work overload and time 

pressure to complete too much work in short span of time 

is big source of stress which decrease the performance of 

employees as Babak et al.,(2010) studied "With 

excessive pressures, the job demands cannot be met, 

relaxation turns to exhaustion and a sense of satisfaction 

replaces with the feelings of stress, motivation sheds 

away and the workers start losing interest in the work and 

hence performance chart shows a negative trend." 

The performance of individuals also decreased when 

stress is caused by inability of individual to maintain a 

reasonable balance between family life and work life as 

he/she has to spend a lot of time in his/her working. 

McCubbin and Figley (1983) suggested that "Job related 

stress can be mostly immobilizing because of its possible 

threats to family functioning and individual 

performance. Job related stress can create a difference 

between demands on families and the ability of families 

to provide material security for them." And that inability 

to maintain a reasonable balance between family life and 

work life results in work to family conflict which in turn 

cause stress and ultimately decreases the employee 

performance. According to Anderson ( 2002) "work to 

family conflicts is also a predecessor which creates stress 

in employees of an organization."In banks the poor 

relationship among employees often cause stress and 

have adverse effects on the performance of employees. 

Lack of social support from colleagues and poor 

interpersonal relationships can cause stress especially 

among employees with a high social need. Margot 

Shields( 2006) suggested. "different sources of work 

stress do not occur in isolation but indeed interact with 

one another." Stress caused by degree of involvement in 

decision making is a big www.ajbms.org Asian Journal 

of Business and Management Sciences source of 

decrease in performance of individual as Meneze (2005) 

described "Misfit with organization, no part in decision 

making, were reported main causes of stress as well no 

control over work environment, personality traits, lack of 

relaxation along with ambiguous rules affect employees 

performance." The nature of job in banking sector is too 

much risky. There is operational risk involved in 

transactions which always put pressure on employees to 

avoid wrong entries. The employees in return feel job 

insecurity which cause great stress on them. Jungwee 

Park (2007) contributed "Physical exertion and job 

insecurity can also cause stress." so job insecurity is also 

a major cause of stress on the job that negatively affect 

the performance of employees in the banking sector. 

          Sharma (1987) focuses on the managers and 

supervisors of public and private pharmaceutical 

organizations to ascertain the role of a motivated climate 

on four psychological variables: (i) job satisfaction, (ii) 

participation, (iii) alienation, and (iv) role stress. The 

study's sample comprises 150 respondents, including 75 

managers and 75 supervisors. Sharma's findings indicate 

that employees of public sector organizations score 

lower than and differ significantly from those of private 

sector organizations. However, public sector employees 

score significantly higher in terms of role stagnation. 

Bushara Bano and Rajiv Kumar Jha Ahmad, Bharadwaj, 

and Narula (1985) assess stress levels among 30 

executives from both the public and private sector, using 

an ORS scale to measure ten dimensions of role stress. 

Their study reveals significant differences between 

public and private sector employees in three dimensions 

of role stress-role isolation, role ambiguity, and self-role 

distance. The authors also establish the insignificant 

effect of several background factors, such as age, level of 
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education, income, marital status, and work experience. 

Jha and Bhardwaj's (1989) empirical study of job stress 

and motivation among 120 frontline managers from both 

the public and private sector finds that the latter score 

more than the former in factors such as the need for 

achievement and total motivation. Chaudhary (1990) 

probes the relationship between role stress and job 

satisfaction among bank officers. The author's results 

indicate that role erosion and resource inadequacy act as 

dominant stressors while role ambiguity and role 

expectation conflict are remote contributors to role stress 

in the sample population. 

Srivastava (1991) surveys 300 employees of the Life 

Insurance Corporation and reports that there is a 

significant positive correlation between various 

dimensions of role stress and symptoms of mental ill 

health. Stress arising from role ambiguity and role 

stagnation is the most intensively correlated with 

anxiety. Finally, Dwivedi (1997) assesses the magnitude 

of trust, distrust, and ORS to determine the extent of this 

relationship among public and private sector 

organization. Surveying 55 executives from the public 

sector and 62 from the private sector, the author finds that 

stress levels are low in high-performance organizations 

and high in low-performance organizations. 

Lewig and Dollard (2001) find that public sector 

employees are subject to greater work-related stress than 

private sector employees. Dollard and Walsh (1999), 

however, report that private sector workers in 

Queensland, Australia, had made twice as many stress 

claims as public sector workers. Macklin et al. (2006) 

survey 84 public and 143 private sector employees to 

assess any significant difference in their stress levels. 

They conclude that there is no significant difference 

between employees on the basis of sector, but that there is 

a significant difference between genders, i.e., female 

employees are subject to greater stress than males. 

D'Aleo, Stebbins, Lowe, Lees, and Ham (2007) examine 

a sample of 559 public and 105 private sector employees 

to assess their respective risk profiles. They find that 

public sector employees face more stress than private 

sector employees. Malik (2011) collects data on 200 

bank employees in Quetta, Pakistan, of which 100 work 

in public sector banks and the remaining 100 in private 

sector banks. The author finds that there is a significant 

difference in the level of stress to which both groups are 

subject, and that public sector bank employees face a 

high level of occupational stress. 

It is clear that different studies have generated different 

results on the basis of their particular contexts. Some 

studies argue that public sector employees are subject to 

greater stress while others argue the opposite. The 

literature review shows that work-related stress is almost 

equal in both the public and private sector, and that 

research on this topic remains a popular field of enquiry. 

3. Objectives

3.1 Objectives of the Study

=The objective of the study is to identify the level of 

work stress among employees of private banks.

=To study the factors causing stress among the 

employees.

=To study the impact and usefulness of work stress 

management.

=To suggest measures for coping with stress and 

identifying employee's perception towards stress 

management.

4. Research Methodology

The researcher methodology has many dimensions and 

research methods to constitute a part of the research 

methodology as following : 

4.1 Area of Study 

The study has been conducted among the executives and  
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middle level employees in private banks. 

4.2 Collection of Data

Primary Data: Primary data was collected within the 

employees through survey and personnel interview.

Secondary Data: Secondary data was collected from 

various published books, articles, journals bank manuals 

and internet.

4.3 Research Design 

The present study is partly exploratory, partly descriptive 

and partly causal. It is exploratory because it is 

concerned with identifying the existence and non-

existence of stress. It is descriptive as it aims to describe 

the various internal and external factors that contribute to 

stress. It is causal as it aims to analyze the causes for 

stress and the effect of stress in the performance of the 

employees.

4.4 Sample Design & Type

The sample is selected in such a way that it includes the 

employees of all ages, different designations from 

different educational streams with distinct experience 

from various departments. Hence the sample is a 

representative of the population and an unbiased mix of 

all factors.

4.5 Sample Size

The sample size selected was 35 employees working in 

private banks at different post and designations in the city 

of Kanpur (U.P.). 

4.6 Research Instrument

A. Burn out test

B. Stress analysis Questionnaire

5. Data Analysis and Interpretation

The paper shows the information of the level of stress 

which the employees are facing due to increasing 

competition in the markets and organizations. So they are 

facing the problem of work overload and thus they get 

stressed. 

5.1 Results of the Burnout Test

Result of the burnout test conducted on the respondents:

Out of 35 respondents and their score in the Burnout test, 

following results were found

Interpretation: On the basis of the scores of burnout test 

it was found that among the employees of private sector 

No sign of burnout here!

Little sign of burnout here, unless some factors 

are particularly severe

Be careful - you may be at risk of burnout, 

particularly if several scores are high

You are at severe risk of burnout - do something 

about this urgently

You are at very severe risk of burnout - 

do something about this urgently

-1

5

18

35

45

0

13

18

04

0

=>

banks of different designations majority of them are 

under the risk of stress burnout, the major reason out of 

this was increasing workload and pressure at work. 

Talking about others, the majority of the youth among the 

respondents were under the little sign of burnout as they 

are quite aware about stress management techniques.

5.2 Results / Analysis of the stress questionnaire

1. Are you satisfied with the performance you give at 

your work? 

77 per cent of the employees are satisfied with the 

performance they give in the work while 23 per cent  of 

the employees are not satisfied.

2. Do you think that you are suffering from 

depression? 

20 per cent  of the employee feels that they are suffering 

from depression while 80 per cent  of the employee feels 

that that they are free from the depression.

3. Do you worry about your colleague's opinion about 

you? 

26 per cent of the employees worry about their 

colleague's opinion about them while 74% of the 

employees are not concern with the opinion about their 

colleague.

4. Do you discuss your problem with your spouse or 

friend or any other close to you?
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91 per cent of the employees of the bank discuss their 

problem and share their feelings with their spouse or 

friends or others while 9 per cent of the employee is not 

concerned with it.

5. Do you work more than 8 hours?  

89 per cent of the employees work for more than 8 hours 

which is the starting point of the stress while 11 per cent 

of the employees don't work for more than 8 hours.

6. You have an important function at your home and 

your boss asks to give a 4 hour over time, what will be 

your response?

40 per cent of the employees are proved to be work 

dedicated and they are ready to miss the important 

function at their house while 54 per cent  of the 

employees said no and 6 per cent  of the employee did not 

have any answer.

7. Do you regularly spend time for entertainment?

57 per cent of the employee spent regular time on 

entertainment which helps us to remain stress free while 

43  per cent  of the employees don't do that.

8. Is your social life balanced?

54 per cent of the employees find their social life to be 

balanced while 40 per cent  of the employees don't find 

their social life balanced and  6 per cent  of the 

employees remain silent. 

9. Do you plan your work before doing?

It is a good habit to plan the work you do. 89 % of the 

employees plan their work before doing while 11 % of 

the employees don't plan their work.

10. Do you fear about the quality of your 

performance?

63 per cent  of the employees fear about the quality of 

performance which they give while 37 per cent  of the 

employees don't fear about the quality of their work.

11. Are you a heart patient?

Here 3 per cent of the employees are heart patient which 

is partially the result of stress.

12. Do you get tensed at your non achievement of your 

target?

71 per cent of the employees get tensed at the non 

achievement of the target while 29 per cent of the 

employees work casual.

13. Do you feel stressed some times?

80 per cent of the employees feel stressed sometimes 

while 17 per cent of the employees do not feel stressed. 

3 per cent of the employees did not respond.

If the answer of the above question is 'Yes' then 

answer the following:

Is the reason of your stress your work load?

57 per cent  of the employees find themselves to be 

stressed by their work over load. 26 per cent of the 

employees are not stressed because of the work overload. 

17  per cent of the employees did not answer.

Are you stressed because of your family problems?

40 per cent of the employees are stressed because of their 

family problems 40 per cent by other problems while 20 

per cent  of the employees did not responded.

Do you get stressed when your boss scolds you?

20 per cent of the employee did not responded when they 

were asked whether their get stressed because of the 

scolding of their boss. 51 per cent  of the employees don't 

get stressed because of the scolding of their boss. 29 per 

cent of the employees get stressed because of the 

scolding of their boss.

Do you try to find any solution for the problem of your 

stress?

69 per cent of the employees try to find the solution of 

their stress.

(IF YES) Do you practice yoga or any other ayurvedic 

therapy for reducing stress?

31 per cent of the employees try the yoga and other 

ayurvedic techniques to reduce their stress while 

51 per cent of the employees use other techniques to 

reduce stress.

6. Findings

=It is analyzed from the questionnaire filled by the 
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employees that the employees who have scored more 

than 20 marks in the burnout test are not satisfied with the 

performance which they give in the organization. Thus it 

is proved that the employees who are desired to give 

better performance than their original performance are 

found more stressful than the others.

=It has been found that the employees in the age group 

of 20-29 are facing more health problems than the higher 

age. This is because the employees of this age are 

undergoing more stress as compared to higher age group 

due to factors like work load, meeting targets and 

performance anxiety.

=Very rare of the employee are found suffering from 

depression. It is proved from the survey that the 

employees who have scored more than 25 marks in the 

burnout test are concern about the opinion of their 

colleagues. And the employees who got less than 25 

marks do not mind about their colleague's opinion. Thus 

it is proved that the colleagues opinion also play a lead 

role in the increase and decrease of the stress level. Those 

who mind about their colleague's opinion are found to be 

more stressful.

=It is observed that the employees who have scored 

above 20 marks in the burnout test did not have their 

social life balanced. Thus we can conclude that the 

employees who are above 20 don't have their social life 

balanced. Thus it is proved that stress may affect our 

social life also.

=It is observed that though the employees in the age 

group of 30-39 are facing stress than the employees in the 

age group 40-49. Still they are able to maintain better 

inter personal relationship with their peers, subordinates 

and superiors.

=It has been found that employees in the age group of 

30-39 wanted a few changes at work place to reduce the 

stress like timely targets, distributed work load and 

periodic relaxation because they feel that it is too 

concentrated and the time to meet these targets is highly 

insufficient.

=It is observed that 95% of the employees are 

comfortable with the working environment in which they 

are working.

=It is observed that the 99% of employees agree that 

the work stress management techniques will improve the 

morale of the employees.

=It has been found that most of the organization has 

the opinion to take into consideration the employees 

while implementing the stress management techniques 

taken by the HR department.

7. Suggestions

Employees should be given one task at a time and give 

sufficient time in meeting the targets so that the employee 

performs his best without any stress. It is recommended 

to take appropriate measures in identifying and arresting 

the psychological problems, then the health related 

problems would also come down. Frequent health 

checkups can be conducted to gauge the health level of 

employees from time to time. If the health of the 

employee is fine then it can inferred that the degree of 

stress in the organizations less or negligible. There shall 

be conduct of  frequent recreational programs like get 

together in departments concerned, parties on occasions 

like the birthdays of the employees, on the achievements 

of any particular department, cultural activities, sports 

pleasure trips etc. Focus should be laid on improving 

interpersonal relationships among the employees of 

different departments by bridging the gap between 

superiors and subordinates. These can serve successfully 

in reducing the degree stress to some extent. 

Organizations can initiate a few changes at the work 

place such as timely targets, distributed workload, 

flexible work hours and periodic relaxation.

There should be frequent counseling to the employees 

who are under stress. The counseling should be more 

focused on the employees in the age group between 20-

29 as they were under maximum stress. Job rotation can 

be used as an effective tool to reduce stress by creating 

more interest in the work which will lead to better 

employee performance. It is recommended to instantly 
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recognize any good work done by the employees how 

ever small it may be. They should regard them suitably 

and provide them constant encouragement and support. 

It is recommended that the more experienced employee 

should be given more work load than the inexperienced 

employee shouldn't be burdened with workload but 

initially they should be given distributed work and 

gradually the amount of workload can be increased with 

the passage of time as they gain more experience.

It is recommended that the company should create a 

balance between timely targets and distributed workload 

by allotting a piece of work to be competed in a specified 

time. The time limit should be proportionate with the 

work given i.e. time limit should be neither too short nor 

too long. It is recommended to the banks to organize 

frequent camps or programs on meditation, yoga, 

transcendental meditation and stress management. It is 

recommended to the organizations to arrange for a 

special and separate rooms which are  quite and peaceful 

for meditation purposes.   

8. Employee's opinion about how to reduce stress

The study  consist of the information collected through 

direct interview of the employees who gave their opinion 

about how to reduce stress. The response of employees 

was marvelous and they have given their valuable 

opinion about reducing stress. The opinion of the 

employees were as follows:

"Just smile away" An employee- HDFC Bank

"Just believe in yourself and just do what your heart 

wants" An employee- HDFC Bank

-"Talking to family members, - Watching TV or 

listening good music, - Going for a walk or long drive" 

An employee- HDFC Bank

"Believe in God" An employee- HDFC Bank

"Respect yourself and give time to yourself" An 

employee- HDFC Bank

"Working in environment welfares, lot of positive 

attitude. Positive attitude is only that reduces stress and 

achieves success. Most of the people frustrate due to lack 

of positivity and stress level climbs up due to that. So get 

positive attitude about work, about life, and forget the 

stress" An employee- AXIS Bank

"We should do such activities from which we get 

happiness and also make others happy. Pass your time 

with your close friends and relatives." An employee- 

AXIS Bank

"Play and watch cricket" An employee- AXIS Bank

These opinions are seemed to be valuable and 

effective as one of the effective things has been noticed 

that the employees who have got less than 18 marks in 

the Burnout test have given their opinions about 

reducing the stress.

From the sample of employees selected for the 

research, only 10 employees have given their opinion 

how to reduce stress. So we can understand that how 

overloaded the employees of the bank are.

9. Limitations of the Study 

=The questionnaires were filled by 35 employees 

working in the Banks. So the scope of sample findings 

was less.

=The questionnaire was filled by 35 employees of 

different designations. So the point of view of employees 

differs as per their designations.

=The employees from whom the questionnaires are 

filled are in a heavy workload so some of the 

questionnaires filled by the employees who are in stress 

cannot be called reasonable.

=The responses of the employees may not be accurate 

as the problem of language and understanding arises. 

(These problems are not in all cases.)

=Many a times the employees may not be really 

conscious or may not be bothered about the 

questionnaire. This may create a problem in the research.
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Chit Fund Crisis in India Is the Result of Inefficient Indian 
Banking System: an Analytical Study
Anupam Panigrahi
Dr. Mamta Gaur

There are numerous cases of unregistered chit operators 

hoodwinking investors but registered operators are 

considered to be safe. Financial markets are so 

incorporated and complex that they reject to go against 

the scope of being a strongly held closely connected and 

loosely check network structure. It could be observed in 

general social practice that tempt of making swift 

money, or the requisite to climb the social ladder 

through any means - deceitful and contemptuous, more 

often than we rather think. It is astonishing to figure out 

that money has so much value that it weakens the degree 

to which savings, sweat earned investments and family 

future plans are stained by misrepresentation, fraud, 

bullying and undue influence and the four key 

ingredients of not gaining free consent. Legal chit funds 

are safer but have much risk through the illegal route, 

this means that the chit fund investors are sitting on a 

powder barrel Every once in a way, the media reports 

about unregistered chit fund operators fleeing with 

crores of rupees belonging to naive investors. But that 

does not seem to discourage people who continue on the 

same path of risky investment. It is observed that the 

Chit funds are the result of inefficient Indian banking 

operations in which the investors are not feeling free to 

invest. As per the report came in May 21, 2013 in one of 

the Indian national daily, in Bangalore, one of the 

India's most advanced and most IT savvy city where the 

population live is more informative and nearer to most 

advanced financial system, There are 193 registered 
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chit fund operations under the Chit Funds Act 1982, with 

a turnover of about Rs. 4,000 crore per annum. However, 

the number of unregistered chit operators is estimated to 

be at least 100 times of registered. This paper is an 

analytical paper in which we will find out how the Indian 

financial system is functioning and we will find out, why 

there is the existence of such un organised sector like chit 

funds operate even if there is wide spread of 

establishment of bank branches. As well we will try to 

bring out a model that will show the cause and its effect of 

chit fund in an economy.

Key Words: Hoodwinking Investors, Registered 

Operator, Legal Chit Fund, Indian Financial System etc.

1. Introduction

1.1 What is Chit Fund? 

A Chit fund is a kind of savings scheme practiced in 

India. A chit fund company is a company that supervises, 

manages and carry out or controls a chit scheme as 

defined in Section of the Chit Funds Act, 1982. 

According to Section 2(b) of the Chit Fund Act, 1982 : 

"Chit means a transaction whether called chit, chit fund, 

chitty, kuree or by any other name by or under which a 

person enters into an agreement with a specified number 

of persons that every one of them shall subscribe a certain 

sum of money (or a certain quantity of grain instead) by 

way of periodical instalments over a definite period and 

that each such subscriber shall, in his turn, as determined 

by lot or by auction or by tender or in such other manner 

as may be specified in the chit agreement, be entitled to 

the prize amount". Such chit fund schemes in many cases 

are found to be conducted by organised financial 

institutions, or may be conducted between friends or 

relatives, business professionals of mutual interest in 

unorganised way. Chit funds had also performed an 

important role in the financial development of people of 

Kerala, by providing easier access to credit. In Kerala, 

chitty (chit fund) is a common phenomenon practiced by 

all sections of the society. A company named Kerala State 

Financial Enterprise exists under the Kerala State 

Government, whose main business activity is the chitty.

1.2 Why Chits are popular

As mentioned by Shivakumar a known advocate, that 

less rigorous documentation and easy investment of 

unaccounted money steer people towards unregistered 

chit fund operators. Penal provisions for operating an 

unregistered chit fund are too soft. They should be 

changed to ensure longer imprisonment with higher 

penalty amount of at least Rs. 5 lakh from the Rs. 5,000 

now, he said and added that that the Registrar of Chits 

has, perhaps, never used his power to raid an illegally 

operated chit fund firm/operator in Bangalore. The chit 

funds are observed as 'Vehicle for the poor' and a study 

conducted by the Institute for Financial Management and 

Research, Chennai, found that 96%of chit fund members 

surveyed had commented that participation in registered 

chit fund operations as "safe". in the process of 

conduction of a project we found that the results from our 

study underscore the importance of chit funds as a 

savings and borrowing vehicle for the poor and lower 

income households in India. The data we collected from 

the Chit Fund Registrars of Andhra Pradesh, Tamil Nadu, 

Karnataka, Orissa, West Bengal, Jharkhand, Kerala and 

Delhi for the first time allows us to estimate the size of the 

registered chit fund industry. We find that the total 

amount of capital lent per year through registered chit 

funds is between 12% and 46% of all priority sector 

lending which is extended by regular banks in these same 

States.

The study we have conducted pointed out that though 

chit funds are an important source of finance for small 

businesses and low-income households, there has been a 

general migration of low value chit fund schemes from 

the registered chit fund market. "This is mainly because 

registered chit funds find it less lucrative to serve the 

poor due to the increased cost of operating such schemes 

imposed by the regulators. Most registered chit funds 

have moved away from smaller chit fund schemes and to 

large schemes. These developments make it very 
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difficult for the poor to participate in chit fund schemes 

and often leave them without any institutional savings 

options..

1.3 How Chit Fund Works : An Example

Chit funds function in varied ways and it has been seen 

many ground cases that there are also many deceitful 

tactics practiced by private firms. The basic requirement 

of conducting a 'Chitty' is a group needy and 

disadvantaged people called subscribers. The foreman - 

the company or person conducting the chitty - brings 

these people together and conducts the chitty. The 

foreman is also responsible for collecting the money 

from subscribers, presiding over the auctions, and 

keeping subscriber records. He is remunerated by a fixed 

amount (generally 5% of gross chitty amount) monthly 

for his efforts. Other than that, the foreman has no 

specific privileges; he is just a chitty subscriber. The 

following is a simple formula represents the pattern of 

the chitty:

Monthly premium collected from the subscribers × 

Duration in Months = Gross Amount

E.g., Rs. 500/- X 90 = 45,000/- Where Rs. 500/- is the 

maximum monthly contribution needed from a 

subscriber, 90 is the duration of the chitty in months and 

Rs. 45,000/- is the maximum sum assured. The duration 

also equals the number of subscribers, as there must be 

(not more or less) one subscriber to receive the price 

money every month.

The chitty starts on declared date, every subscriber come 

together for the auction or lot. As per Kerala chit act, the 

minimum prize money of an auction is limited to 70% of 

the gross sum assured that is Rs. 31,500/- in the above 

example. When there is more than one person willing to 

take this minimum sum, lot are conducted and the 'Lucky 

subscriber' gets the prize money for the month. If there is 

no person willing to take the minimum sum, in that case a 

reverse auction is conducted where subscribers open-bid 

for lower amounts; that is from 45,000/- > 44,000/- > 

43,000/- > 42,000/- and so on. The person bidding lowest 

sum get bid amount.

In both the cases the auction is discounted, that is the 

difference between the gross sum and auction amount, is 

equally distributed among subscribers or is deducted 

from their monthly premium. For example if the auction 

is settled on a sum of Rs.36, 000/-, then the auction 

discount of Rs. 9,000/- (45,000/- - 36,000/-) is divided by 

90 (the total number of subscribers) and everyone gets a 

discount of Rs. 100/-. The same practice is repeated 

every month and every subscriber gets a chance of 

receiving some money.

1.4 Section 2(b) of the Chit Fund Act, 1982 Defines a 

Chit as Under:-

In India operating a chit fund is not illegal or against law. 

Till recently even when in India the operation of banks 

has rare in general financial practices the chit fund idea 

was almost unique and complementary to the 

conventional banking system, it was the most acceptable 

way to get bulk cash for millions of households looking 

to finance for different purposes like education, marriage 

or buy a house or to start any business etc. For such 

families, chit funds are also an introduction to organised 

finance outside the family circle.

The chit funds do use a wide range of tricks, but all of 

them bank on three principles. In First, case unlike a 

legitimate chit fund or a thrift-and-credit society, they 

promise the members they will get rich quickly. 

Secondly, they play on the relative poverty and 

vulnerability of the target population. And the most 

prominent one is Thirdly, they hold up the success of 

plain vanilla chit funds or direct selling schemes to trap 

the naive into believing they have signed up for these.

A chit fund at the basic level is simple: members gather at 

periodic intervals to pool in their savings and a lottery 

determines who will get the pool. The winner drops out 

of the lottery but is obliged to keep on contributing to the 

pool as well as repay the sum at an agreed interest. The 

interest earned is divided among all members as their 

profit. Economists agree such funds play a vital role in 

supporting poor families. Micro-finance institutions use 
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these to set up self-help groups. The initial capital often 

comes from the institution; the group rolls it over and 

adds to it over time.

"Chit means a transaction whether called chit, chit fund, 

chitty, kuri or by any other name by or under which a 

person enters into an agreement with a specified number 

of persons that every one of them shall subscribe a certain 

sum of money (or a certain quantity of grain instead) by 

way of periodical instalments over a definite period and 

that each such subscriber shall, in his turn, as determined 

by lot or by auction or by tender or in such other manner 

as may be specified in the chit agreement, be entitled to 

the prize amount.

Explanation: - A transaction is not a chit within the 

meaning of this clause, if in such transaction,-

(i) Some alone, but not all, of the subscribers get the 

prize amount without any liability to pay future 

subscriptions; or

(ii) All the subscribers get the chit amount by turns with 

a liability to pay future subscriptions."

In India the Chit funds are governed by various state or 

central laws. In North India, a common type of chit fund 

uses small paper slips with each member's name, 

gathered in a box. When all members are at a monthly or 

weekly meeting, the one in charge-in front of the other 

members-picks a slip from the box. The member so 

selected gets that day's collection. Afterwards, that 

persons name slip is discarded. Thereafter, he comes to 

the meetings and pays his share, but his name isn't 

selected again. Organised chit fund schemes are required 

to register with the Registrar or Firms, Societies and 

Chits.

Union Government - Chit Funds Act 1982 (Except the 

State of Jammu and Kashmir)

Kerala: Kerala Chitties Act 1975

Tamil Nadu: Tamil Nadu Chit Funds Act, 1961

Karnataka: The Chit Funds (Karnataka) Rules, 1983

Andhra Pradesh: The Andhra Pradesh Chit Funds Act, 

1971

New Delhi: The Chit Funds Act,1982 and Delhi Chit 

Funds Rules, 2007

Maharashtra: Maharashtra Chit Fund Act 1975

How does one Spot a Fraud in a Cheat Fund Scheme?

The surest sign is the high rate of return promised. In west 

Bengal and in Orissa, the organised chit fund companies 

promise investors a returns of at least 15 per cent that 

goes as much as higher to 24 per cent when banks have 

struggled to give anything above 8 per cent. Pyramid 

schemes also insist that subscribers get new members. In 

many cases, they soften it by asking for an informal 

introduction to new members. But unlike a legal direct 

selling scheme, there is no sale or purchase of products. 

Along with the high return, that should warn the potential 

investor they will be fooled.

1.5 What are these Investments Supposed to be in?

To prevent the attention of regulators, these schemes 

often hold up promised investments from the funds in a 

range of projects that can be weird. In the mid-nineties, 

North India was flush with plans to invest in plantations. 

Promoters have also thought up investments from emu 

farms in Tamil Nadu to real estate. The promoters use the 

money raised to put into projects that have no relation to 

the purpose for which they were raised; even when 

invested in the promised segments, they could never 

generate the returns promised.

Pyramid schemes need a regular dose of new investors to 

keep themselves solvent. To keep the scheme going, they 

need the fresh cash from new investors to pay off the 

older ones. Typically, then, the early entrants remain 

happy and spread the word about the soundness of the 

scheme. Trouble begins as the numbers of investors 

increases, which means more money is needed to make 

the repayment, and when the economy enters a 

downturn. The stream of fresh investors dwindles and the 

run on cash begins.

1.6 What has States' Experience in Dealing with the 

Chit Fund Schemes?

Before the current and most talked Sharada scandal in 
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West Bengal, many states have been hit at some stage like 

Orissa and Jharkhand. In May 2011, a rash of dubious 

direct selling companies emerged in Manipur; while in 

June Kerala saw a mushrooming of the same. In 

Rajasthan, gold was the bait that trapped investors, while 

Delhi was scarred by plantation schemes. In Uttar 

Pradesh, illegal bonds were used to lure investors, 

especially in the eastern districts of Uttar Pradesh.

Most states have reacted with here-and-now models but 

the best response has been from Kerala. The state 

government has not only set up a public sector company 

to guide chit fund operations but also passed a law for 

direct selling. This means an investor has simply to check 

up if a company is registered as a direct seller or not to 

make up her mind. West Bengal has no such option. It has 

been bombarded by the fraud company's registrations, 

such as under the Societies Act or under the Companies 

Act. Those registrations mean nothing but the state has 

no better alternative to fall back on.

1.7 'If well managed, they cannot fail'

without being registered as either a chit fund or an NBFC  

when these companies collects deposits privately 

without having any further investment plans to get return 

more than the promised rate of interest to the subscriber. 

Invariably, when the funds get diverted to real estate and 

the stock market, and when crashes take place in these 

sectors, due to the crashes in the economy as whole the 

depositors are certain to lose out.

Chit funds are the closest thing to a bank in many parts of 

India. They mobilise huge amounts of small savings and 

serve as micro-finance of sorts. In a properly run chit 

fund, it is not possible to delay monthly disbursements 

even if a few subscribers default. Shriram Chits, which 

has more than 30 lakh subscribers, has schemes 

involving monthly instalments as low as Rs 250.

 Since the Saradha Group is being described as a chit fund 

company the legitimate chit fund companies along with 

some major business groups which are in this business 

are very much upset of this. As per R. Thyagarajan, 

chairman of the Rs-60,000-crore Shriram Group.  "Any 

financial institution that fails is called a chit fund".  

In 1962 Margadarsi Chit funds was promoted by Ramoji 

Rao in Andhra Pradesh, pioneered the concept in that 

state. It was the success of Margadarsi that inspired 

people such as Thyagarajan to set up chit fund 

companies. Ramoji Rao went on to build a huge business 

empire. Thyagarajan in 1974 founded Shriram Chit 

Funds and it is today the largest such entity in India. The 

annual auction turnover of Shriram's chit companies is 

over Rs 3,000 crore, the profits around Rs 25 crore. As 

per Thyagarajan's verse "Well-run chit funds cannot fail. 

And they are not very profitable; the margins are wafer-

thin".

In the '80s and '90s non-banking finance companies that 

collected deposits, many have flew away and faded out 

or some have reinvented themselves. When the Rs-

1,200-crore CRB Finance collapsed in 1996, RBI 

tightened regulations for collecting deposits. 

2. General Characteristics of Chit Funds

The chit fund is a mutual benefit organization. The main 

function of chitty organization is receipt of savings and 

payment of credit, to the members of the chit. In a pure 

chitty transaction there will not be a surplus fund to be 

loaned out to outsiders except for a very short period, i.e. 

between the receipt of subscriptions and the 

disbursement of prize amount. If the foreman renders 

these services to the non- members and mixing chitty 

business with money- lending operations, it cannot be 

called a pure chitty transaction. Chit funds have the 

advantage both for serving a need and as an investment. 

Money can be readily drawn in an emergency or could be 

continued as an investment. Interest is determined by the 

subscribers themselves, based on mutual decisions and 

varies from auction to auction .The money that one 

borrow is against one's own future contributions.

The amount is given on personal sureties too; unlike in 

banks and other financial Institutions which demand a 

tangible security. Chit funds can be relied upon to satisfy 
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personal needs. Unlike other financial institutions, one 

can draw upon his chit fund for any purpose - marriage, 

religious functions, and medical expenses, just anything. 

Cost of intermediation is the lowest. Every subscriber of 

a chit is allotted a unique "Ticket 9-Number". A Ticket-

Number is never repeated and is a complete reference in 

itself. If a subscriber has subscribed to several chits, then 

for every subscription there will be a separate Ticket-

Number.

The funds generally allow multiple - membership in each 

scheme, which means that a member can contribute 

double or more number of times the amount and 

participate in that many auctions during the tenure of the 

scheme. For instance, in a 22 month scheme where the 

contribution is ì.1000 per month per member, a member 

who pays a contribution of ì.e. 3000 per month can 

participate in 3 out of the 22 auctions. However, the 

members can bid again only after 50 % of the duration is 

completed (for instance, in case of a 22 month scheme, 

the member who has won the pot in the first 11 months 

can bid again only after the completion of 11 months ). 

Usually only members with high credit worthiness will 

be allowed such a privilege. Chit funds have another 9 

Ticket means the share of a subscriber in a chit. Special 

feature that, they have great adoptability to the local 

conditions, life styles and earning capability of the 

customers.

Unlike in other Non-banking financial intermediaries, 

the investors of chit funds, get the return (i.e. the dividend 

or interest) which is the discount amount foregone by the 

prized subscribers whereas, in any other financial 

institutions, the returns are earned by the companies by 

investing on other financial securities. Unlike in other 

financial intermediaries, in the case of a chit fund, the 

collective saving of one group of people are made 

available to the same group of people by turn, as agreed 

upon among the members.

The nature of periodical subscriptions is that of a 

recurring deposit of a commercial bank with the 

difference that the deposits at every period or instalment 

are not uniform. The periodical contributions have very 

little liquidity. The subscription of an individual 

subscriber is only available if he wins the bid. In a chit 

fund a subscriber can take the future subscriptions in 

advance by successfully bidding at the auction and will 

continue to pay the subscriptions till the last instalment.

Thus the chit fund is regarded as more than a saving bank 

to the saver and more than a lender to the debtor. Another 

important feature of a chit fund is that members who 

borrow are liable to varying rate of interest. The interest 

cost to a member borrower depends on the stage at which 

he bids the money. Generally the member who bids in the 

earlier stage has to pay higher rate of interest than a 

member who bids in the later stage. 

3. Auctions 

The chit manager auctions out the 'pot' every month on a 

particular date. The members who wish to participate in 

the auction assemble at a particular place (generally the 

chit manager's office) and call out their bids. "The 

subscriber who is to get the prize amount at any 

installment shall be determined by lot or by auction at the 

time and place specified. The time allowed for auction 

shall be five minutes from the commencement of the 

proceedings. Only full tickets have been subscribed and 

there is no fraction of the ticket. The proceedings will be 

regulated and conducted by the foreman or his authorized 

employee. The auction shall start from the foreman's 

commission of 5 % of chit value and bidders may, in 

auction, raise discount to the maximum of 40 % of the 

chit value. The subscriber, who bids at the highest 

discount not exceeding the maximum of forty %, will be 

declared as the prized subscriber. In case there is more 

than one bidder for the maximum discount, the auction 

will be decided by lot among such bidders.

Where two members are equally in urgent need of the 

loan in any particular month, the chit manager may allow 

them to make compromises among themselves wherein 

they may divide the 'pot' equally between them. 
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However, in such cases, one of them will be held liable 

directly to the group for the entire amount and the other 

would be liable to the former for his/her share of the loan.

The number of subscribers and contribution amount is set 

by the organizer of the fund, also known as the foreman. 

The organizer will also determine how often the auction 

will be held and the procedure for the auction. The 

foreman will also inform subscribers of the amount of the 

discount that will go toward service fees. One can bid 

multiple auctions until he/she has the winning bid. Each 

fund member receives an equal portion of the discount, 

minus any operating costs or service fees.

4. Foreman, his duties and Commission

Foreman means a person who under the chit agreement is 

responsible for the conduct of the chit and includes any 

other person discharging the duties of the Foreman. It is 

the personality and conduct of the Foreman, whether 

individual or Institutional, that lends strength to a Chit 

Fund company. A Foreman credited with qualities like 

promptness, straightforwardness and honesty attracts 

subscribers easily for the chit fund company. The 

Foreman assumes a dual role. Besides being an 

organizer, he also is a subscriber in every chit group. He 

is also entitled to obtain one chit amount into the chit 

group without deduction of the amount. It is a good 

practice if the Foreman ploughs back the entire prize 

amount into the chit business to meet his future 

obligations promptly. This ensures prompt payment to 

subscribers even in the eventuality of some members 

defaulting on the payment of their instalments or 

discontinuing their membership. Thus ensuring that 

failure on the part of some members does not become an 

excuse for the Foreman to delay the Bid Payable amount 

to the subscribers. The Foreman is entitled to a certain 

percentage of the chitty amount (not more than 5 % of the 

chitty amount) as his commission from each member.

The fore man in accepting the subscriptions from 

members of a group is accepting a debt claim or liability, 

which he sets off at every installment by substituting his 

own liability to that of one of the members. At every 

installment, his liability gets reduced and limited only to 

the non-prized winners.

5. Chitty Loan

It is a bridge between your actual financial need and the 

delay in chitty getting prized in your favour. If a non-

prized subscriber in a chitty remitted 10 per cent of the 

total number of installments promptly, he/she is eligible 

for an advance up to 50 per cent of  the total chitty 

amount or sala (gross subscription to be remitted per 

month multiplied by the number of installments in the 

chitty). In case of 100 months chitty, the maximum loan 

amount will be 30 per cent of the sala. The principal of the 

advance is settled by adjustment from the chitty prize 

money and the interest has to be remitted every month. 

The interest rate of the advance is 13 per cent (simple) 

and for defaulted accounts 15 per cent. The mode of 

payment is through a cheque crossed 'A/C Payee only' or 

by cash.

6. Advantages of Chit Funds

Financial planning is mandatory for everyone. It is 

sensible to earmark a small amount from your 

business/income every month as a reserve to face any 

contingencies in business like price fluctuations, change 

in Government policy, vehicle purchase, new 

competition, or capitalization in plant and machinery. 

Similarly social events need to be financially planned. 

Housing, education, marriage and travel have all become 

finance intensive. Subscribing to chit schemes is akin to 

creating a generalized contingency reserve, which may 

be liquidated in case of any business or social 

contingency. Target money is not bound by end-use 

considerations. The biggest advantage that the institution 

of chit funds has to offer is that you can plan in advance 

for any forthcoming capital outflow even if you are not 

aware as regards the exact timing of such out flow.

For example, a marriage may materialize in 5 months, or 

15 months, or 25 months. That

event is certain, timing is not. Planning must be done 
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accordingly. The second advantage is when the capital 

outflow is large, chit offer flexibility of breaking this 

large requirement into fragments. Membership of small 

chit may be taken after convenient time gaps so that 

installment outflows are easily managed. The sum total 

of this entire small chit may, at a specified time, solve the 

need for a larger, onetime requirement. Chit schemes are 

organized on a personal basis and have lesser 

stringencies involved. Decision making is comparatively 

faster. The income from chit schemes compares 

favourably with the incomes from bank schemes in many 

cases. In chits, the prize amount is always more than the 

amount of deposit made in the chit. Chitfunds are mainly 

popular due to the number of middle class and poor 

people that are there in the country and some innovative 

way to access finance, and many of these people are not 

under the banking sector and it is said that people find the 

chits more advantageous as they require less collateral 

and documentation. The chit amount is collected from 

the participants at their doorstep on a flexible when the 

participants are able to pay. The businessmen also find it 

more useful for easy money rotation than banks loans. 

And this makes chit-funds click than anything else for 

them. Chit funds prove to be successful and provide 

innovative access to finance for low- income households, 

as they find chit funds close to their hearts because of the 

easy accessibility, good returns on savings and 

availability of money.

7. Role of Chit Funds

Chit fund institution is indigenous, simple easy and 

readily understood and widely accepted by the rural and 

urban middle class people. It is a user friendly savings 

cum borrowing instrument. Its aim is to pool small 

savings for being managed by a foreman who will act as a 

trustee-cum-supervisors for the process of collection and 

allotment for the pool amount to catch member by 

rotation. Chit funds represent a traditional form of 

saving-cum-credit institution evolved before the bank 

system was introduced in rural India. Chit funds cater to 

the need of the rural as well as urban middle-class people. 

They meet their specific needs for large family functions, 

festivals, educational, housing, agriculture, occasional 

(cottage industries etc.) and medical expenses. There are 

many who avail themselves of this avenue for saving for 

a reasonable return.

Chit is a humble home grown handy artefact, which 

caters to the location-specific time - specific credit needs 

of the humble and the needy. State intervention into the 

day to day running of this immensely popular and useful 

credit institution has, by a large, proved to be counter-

productive and delay generating process with no 

commensurate benefits. Chit is a dual purpose institution 

of saving and borrowing. It is a unique body of borrowers 

and investors who have a common goal of mutual help. 

Chit has no pre-determined interest or return-rate. The 

rate of return or cost of funds as determined by supply 

and demand which is, thrown up at the monthly auctions. 

Since chit is a subscriber's main source of perennial 

credit and savings, irresponsible behaviour or conduct of 

the subscriber is relatively rare. Prudence and sincerity 

inform all its internal processes, because of the 

enlightened self interest of the subscriber members. The 

most significant aspect of the chit fund business is the 

element of mutuality and participation by every 

subscriber. In chit business, the interest rate if determined 

by the supply and demand situation is not imposed on the 

user by any external agency. It provides a right to the 

subscribers to access credit on providing necessary 

security,

without any pressure on his self- respect. The field is 

fully self - financing and completely independent of 

external support unlike rural self help credit groups 

which lean on Government financial needs. The 

significance of chit business can be realized from the fact 

that in Karnataka there were about 500 foremen who 

organized about 12500 (min) groups involving about 

5,00,000 subscribers and about rupees 500 crore annual 

turnover as of 1993. In 2001 the volume of chit may be 

estimated at rupees multiple of 1000 crore. The chits' 
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popularity is due to its simple and easy procedures.

The premises are also situated at places within easy 

reach. There is mutually and transparency in the 

proceedings. The foremen are easily approachable and 

are, responsible to the needs of the subscribers according 

to, the financial status and capacity of the subscriber. Chit 

fund is very valuable to those sections of business 

community which find it difficult to get their credit needs 

met by commercial banks that are reluctant to lend to this 

segment, mainly due to the administrative burden and 

cost involved in them. In Karnataka, the chit fund has 

provided direct employment opportunities to over 

35,000 people and indirect but full time employment 

opportunities to another one lakh people working as 

agents. If a proper legislative environment could be 

created that would encourage the entry of large and 

medium sized industrial houses into the business of chit 

funds, job creation in the next 10 yrs could be in the 

region of 10 lakh new jobs, without the Government 

having to make any capital investment.

8. Chit Funds Offer Easier Access to Finance 

Chit funds prove to be successful and provide innovative 

access to finance for low income households. Organized 

chit fund companies were functioning profitably and 

people find chit funds close to their heart because of their 

easy accessibility, good returns on savings and 

availability of money. The Indian chit fund industry 

generates an estimated 3.39 % of house hold savings (or 

ì.e 5.88 crore), compared to 4.92 % invested in shares and 

debentures. Over 95 % of chit fund companies are small 

and medium enterprises (SMEs) and they are important 

sources of finance for SMEs operating in other sectors. 

Despite scores of scandals and bad publicity, chit funds 

continue to be well accepted by society and there is again 

arising interests in them. They attract thousands of 

investors every year and crore of rupees, despite the 

expansion of banking into the remotest parts of the 

country. Large companies have managed to attract 

investors. The $ 1.3 billion ì.6,110 crore ) Chennai based  

Shriram Group, for example, which runs the largest chit 

fund business in the country, manages a corpus of 3,200 

crore annually. In fact chit funds offer as strong a parallel 

banking services as the money lender or pawnbroker, 

servicing just as wide a network of small businessmen, 

housewives and salaried individuals. Chit funds 

popularity continues despite rising awareness of Mutual 

funds and the equity market. However regulatory hurdles 

in the form of increasing stringent rules enforced by the 

Government have been a setback to the growth of the 

industry. Around amount of Rs. 11,088 crore is being 

circulated via chit fund schemes in the southern states of 

TamilNadu, Andhra Pradesh and Kerala. Around 58 

million households have participated in chit fund 

schemes. Small traders and businessmen participate 

extensively in chit funds. Chit funds provide an 

opportunity for small business houses to save their 

excess cash on a daily or monthly basis and, at the same 

time, to have access to easy finance. Generally, the funds 

are used as either working capital, for expansion of 

business or as emergency funds.

Small enterprises have been historically wedged 

between money lenders (with their exorbitant cost of 

loans) and banks (with their stringent procedures).Chit 

funds have helped these enterprises to overcome their 

financial constraints and it is also profitable to invest in 

chit funds, since they earn good returns. Properly used 

chit funds are an effective tool to meet unplanned, 

unforeseen and unexpected expenses, especially for the 

middle class and small businessmen. Chit fund is a dual-

purpose instrument for both borrowing and saving. It has 

no financial intermediation. Each chit group is in a way a 

self-help group. Members invest a fixed amount every 

month. This collection is available for borrowing. 

Auctions are conducted every month. The members who 

bid for the highest discount will win. The dividend at 

every auction is distributed to the subscribers out of the 

discount (the difference between the chit amount and the 

amount bid), after deducting the group foreman's 

commission.
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9. Chit Funds and other Financial Institutions

Chit funds are the closest thing to a bank in many parts of 

India. They mobilize huge amounts of small savings and 

offer the same as some sort of microfinance. "But chit 

fund is not a highly profitable business," It is not possible 

to delay disbursements each month even if a couple of 

subscribers default. The goodwill a chit funds business 

generates helps it build a vast network. This in turn 

comes in handy when it comes to mobilizing public 

deposits. "India is full of people with good ideas who are 

willing to work hard. But there are very few avenues yet 

to support them. The money we have here is not patient 

money. We are still not in a position to wait long enough 

to get return or write off failures". Chit-fund is a 

community activity, which can provide a great service to 

small entrepreneurs. Finally the chit funds business may 

get the recognition it feels it has been denied so far. 

Financial planning for capital goods purchase may be 

tailored through chits in a manner that is flexible and 

convenient. Chits are more a product of advanced 

planning and financial discipline.

10. Chit Funds and Banks 

Chit fund business was originated in the villages on a 

small scale to meet local demands. The chit fund money 

was mostly utilized for consumption purposes and at 

times, for meeting production, trade and agriculture. As 

time passed, the demand for money and credit for 

productive activities became more pronounced and new 

forms of finance emerged, notably banking. Most of the 

banks have grown out of the womb of chit and kuri funds 

that have been operating in many states in the country 

since ancient times. In the beginning days, the business 

of kuries or chitties formed a substantial portion of the 

banking business. As time passed, banks and other joint 

stock companies began controlling chitties. Following 

the recommendations of the Travancore Banking 

Enquiry Committee, the banks incorporated in the state 

which were conducting chitty business for a long time 

were prohibited by the Travancore Companies Act, 1938 

from transacting kuri or chitty business.

There is a similarity in the two major functions of a bank 

and a chit fund, viz., the acceptance of deposit and 

disbursement of credit. Subscriptions made by the 

members of a chit fund are analogous to the deposits 

made in the bank, and the prize amounts distributed by 

the former are comparable to the advances made by the 

latter. While periodicity of deposit in a bank, except in the 

case of recurring deposit, is optional, it is obligatory in a 

chit fund. Once a member of a chit fund, he has to 

subscribe regularly the due amount at all instalments 

during the period of the chitty. Failure to contribute the 

amount in time entails penalty and default of payments 

for two consecutive instalments is a sufficient reason for 

the cancellation of membership. Secondly, the bank 

deposit carries interest whereas the subscriptions in 

chitties fetch dividends at varying rates, if the chitty is 

one with dividend facility. Thirdly, the deposit in a bank 

can be withdrawn, partly or fully, at any time, but the 

subscriptions in a chitty cannot be withdrawn before the 

termination of the chitty period; if a subscriber wants to 

discontinue his membership in the chitty and to stop his 

remittances, he can do so but he will not get the amount 

already subscribed before the end of the chitty.

From the point of view of mobilization of savings, 

however, the deposit in chitties carries more weight than 

the deposit in banks. In a country where the will to save is 

negligible, voluntary saving schemes will be of little 

avail. Whatever amount saved in one time due to some 

caprice or otherwise will be taken away and spent at the 

stroke of another whimsical moment. In this situation, a 

sort of compulsion or obligation is necessary both for 

saving and in keeping aloof from the amount saved. Once 

the subscriber is attracted to the chitty, the periodic 

contribution is compulsorily made. And once the 

periodic contribution is made, sufficient inducements are 

offered for not taking the prize amount.

In respect of the resemblance of prize amounts from 

chitties, which are personal loans, have some advantages 

over the personal advances or overdrafts from banks. The 
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bank advances are confined to a limited number of 

comparatively big customers, that too, in varying 

amounts in different seasons for credit, and depend upon 

the lending policy of the bank concerned in particular and 

the general credit policy of the banking system as a 

whole. But the loans from chit funds are available to all 

the subscribers and the quantum of fund set apart for 

distribution in any once chitty is always the same, that is 

to say, it is independent of busy or slack season for credit. 

Further, these loans can be repaid in small instalments 

extending over a fairly long period. In spite of these 

differences, for all practical purposes, the subscriptions 

in chitties can be compared to the deposits in banks and 

the loans from chitties can be compared to the advances 

from banks. The entry of commercial banks in the field of 

chit business will have a restraining influence on the 

mushroom growth of small chit funds contributed by a 

large number of small investors. The entry would help 

safeguard better the interests of small savers and curb the 

unscrupulous persons to start the business and misuse 

and mismanage the funds collected from small savers by 

diverting them in to other risky investments. These chit 

funds are not able to survive even minor financial 

difficulties and are forced to close down causing heavy 

losses to the members. Banks generally sanction loans 

for productive activities and they do not give any loans 

for social obligations. This will not benefit the people 

who are in emergent need of money, and banks only 

sanction loans basing on certain repayable ability and 

that up to some limit only. But certain types of 

expenditure though not generating additional income, is 

nevertheless a must, either for personal reasons or for 

socio-economic considerations. In this regard, chit funds 

are of great help. If banks could take up this activity it 

would be a friend in need of the small man.

Even after the enormous expansion of bank branches all 

over the country, still many rural people are away from 

banks. The reasons are the number of commercial bank 

branches are opened mostly in urban and metropolitan 

cities. Rural farmers are facing difficulty to obtain loans 

from these formal institutions with the cumbersome 

procedures. The report on trend and progress of banking 

in India by Reserve Bank of India, 2007-08 revealed that 

even after the four decades of bank's nationalization, 41 

per cent of the country's adult population are out of the 

banking system. 59 per cent of the rural households in 

India do not have a deposit account. Most of the rural 

populations still do not have access to formal source of 

credit. For these people chit funds are boon to meet their 

urgent financial requirements. If banks could take up this 

business banks can attract many clients. The prize 

winners of the chitty are likely to keep their prize 

amounts with the bank and become permanent customers 

of the bank. So Banks can expand into rural regions and 

can tap the untapped segment.

The points against the banks conducting chit funds are, it 

would be time consuming for the commercial banks to 

conduct the chit business and court proceedings in case 

of default of the payments. This may deviate the main 

banking activity and is risky for the banks. But local 

banks and regional rural banks and cooperative banks 

can take up this business for better serving the rural 

people.

11. Cost of Chit Finance

Most of the individuals who join chit funds are people 

with fixed incomes belonging to the middle and lower 

middle classes who have little other resources to fall back 

upon in times of emergency. Chit fund operates as a 

compulsory form of saving, offering at the same time a 

higher rate of return (by way of discount), sometimes 

much higher than the rates of interest on deposits offered 

by banks. These people cannot use banks or life 

insurance or other financial institutions for keeping their 

savings. The reasons are: there is no institutional 

arrangement which provide a depositor an automatic 

facility for borrowing in times of emergency. This 

combination of saving facility yielding higher return and 

borrowing facility in times of need, both built into one is 
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not available with banks or other financial institutions. In 

the case of banks, the two functions, they are acceptance 

of deposits and giving loans-are separated into water-

tight compartments. While deposits are accepted by 

banks in the normal course, advances are given on the 

basis of the creditworthiness of the party, his repaying 

capacity and the type of security offered. On the contrary, 

in a chit fund every subscriber is a depositor as well as a 

borrower in his own right. And besides, the procedures 

for borrowing are so simple as well as direct that a 

subscriber has not to depend upon the favour or 

discretion of the promoter.

The uniqueness of chit funds is that the depositor in an 

ordinary savings institution gets back his total savings at 

any time; the subscriber in a chit fund can take the future 

savings as well in advance. More than anything else, it is 

this facility for immediate realization of future savings in 

a lump sum that induces many people to subscribe to chit 

funds. The borrower tied to the fund till its end. He has to 

continue to subscribe the stipulated amount so that his 

loan is liquidated at the termination of the chitty. Chitty is 

an indigenous financial institution. Its operation is in the 

unorganized market for credit. Therefore its working is to 

be evaluated against the performance of other agencies, 

notably the money lender, in such market. Various 

studies shows that the rate of interest or discount offered 

for loan in chit funds varies from as low as 6 per cent to 48 

per cent per annum, depending upon the method of 

dividend distribution, ceiling on the offer of discount, 

duration of the chitty, etc.

The rate of interest in chit funds depends upon the 

demand for funds. The supply of funds is always fixed. 

Therefore the rate of interest varies according to the 

demand for funds. When the demand is more; the rate of 

interest will be more. When there is no ceiling on the 

offer of discount, i.e., when the subscriber is allowed a 

free hand in the auctioning of prize amount, he may 

indulge in riskless bidding due to extraneous factors. 

Thus, some foremen fix a ceiling on the offer of discount. 

If more than one member offers the maximum discount 

permissible under the ceiling, a lot is taken to determine 

the prize winner. In such cases, even though the 

immediate availability of loan for needy person is not 

possible, he who gets it obtains at a low rate of interest.

The ceiling on the offer of discount has another aspect. It 

limits the quantum of dividend. Thus, the reward for 

waiting which is given in the form of dividend at each 

instalment becomes unattractive. As a remedial measure, 

those foremen who fix a ceiling on discount also 

introduce a scheme of fixed dividend. A certain fixed 

amount or a certain Percentage of the capital, say, 5  per 

cent, is deducted from the capital at each instalment and 

distributed equally, but proportionate to the share value, 

among all the members. Thus, the non-prize winners get 

two types of dividends. This facility not only helps to 

protect the interest borne by the borrower-subscribers. 

The differences in the cost of borrowing of different 

borrowers can be further reduced or practically wiped out 

by making adjustments in fixed dividend.

The subscriber in chit fund can take the future savings as 

well in advance. It is this facility for immediate 

realization of future savings in a lump sum that induces 

many people to subscribe to chit funds. They fell 

confident of commanding within a short period a good 

amount. Similarly, the borrower is tied to the fund till its 

end. He has to continue to subscribe the stipulated 

amount so that his loan is liquidated at the termination of 

the chitty. There is a common belief that chit fund is an 

easy and attractive medium of saving compared to 

several media offered by commercial banks and other 

agencies. People generally join chit funds either to meet 

their urgent needs or to save money. The people who need 

money urgently and wish to bid at the auctions early to 

get the prize money and are become borrowers and those 

who wish to earn a return on their savings are become 

investors. The peculiarity of the chit fund is that the 

borrower groups do not pay a uniform rate of interest for 

their borrowings and the investor do not receive uniform 
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rate of return on their investments. Consequently 

subscribers of chit funds pay different rates of interest for 

their borrowings and receive different rates of return on 

their savings. It is what the Banking commission calls is 

"an irrational distribution of gains and losses".

12. Financial Implications of Chit Funds

Many of the subscribers in the survey opined that chit 

funds are cheaper source of finance compared to money 

lenders, Banks, post office schemes and any other modes 

of finance. Any of the people told that they do not even 

know how to calculate the interest they pay or interest 

they receive. They prefer chit funds because it is easy 

accessible and convenient mode of finance and the 

borrower members told that they never bothered about 

the cost of funds. They told it is easy mode of finance for 

them. Most of the people seem that they are only 

bothering about the timely arrangement of the money 

without much strains and pains and are not considering of 

the cost of the chit funds. With a view to ascertaining the 

cost of funds to borrowing members and the rate of return 

to investing members, an actual case from a terminated 

chit of a chit company is taken and presented

13. Importance of Informal Source of Credit In India

The informal finance has been lived in significant role in 

Indian financial system right from the beginning. This 

informal way of finance or credit has very important role 

in rural India. India is a country where majority of the 

population living in villages and is dependent on 

agriculture for livelihood. The sources of rural credit are 

broadly two types. One it is non-institutional source of 

credit, other, institutional source of credit. Non- 

institutional source include, Money lenders, traders, 

Relatives, friends, land Lords and others. Institutional 

source include, Government, Co-operatives and 

Commercial banks.

From the very beginning, the traditional source of credit 

for rural Indians was money lenders. After independence 

the Government of India adopted institutional credit 

approach involving various agencies like cooperatives, 

commercial banks, regional rural banks, etc for 

extending agricultural credit to formers at cheaper rates. 

Despite phenomenal growth of banking sector, about 

one-third of the rural credit requirements are still met by 

non-institutional sources. In order to provide the formers 

with increasing and easy access to finance, commercial 

banks in India were nationalized. Network was extended 

into rural areas with opening up of a number of branches. 

Though even today majority of the working capital 

requirements of the farmers are financed by informal 

way of financing. Rural people are compelled to borrow 

from informal sources at very high rates of interests due 

to:

=The total number of branches of commercial banks in 

India rose from 65,919 in 2001 to 71,839 in 2007, an 

increase of 11 per cent . However the share of rural 

branches was continuously declining and reached 42.5 

per cent  in 2007 as against 49.4 per cent  in 2001.

=Banks were opening more and more branches in 

urban and metropolitan areas in order to compete with 

private and foreign banks.

=Rural poor and farmers find it too cumbersome to 

obtain loans from formal credit delivery system. These 

people want prompt credit delivery and feel that 

approaching banks means cumbersome paperwork and 

wastage of time.

= Banks provide loans for only productive sources. 

Whereas other informal sources provide loans for both 

productive and consumption purpose also.

= If these people default to repay for one or the other 

reason, they are hardly eligible for further assistance 

from banks.

= The report on trend and progress of banking in India, 

2007-08 released by the Reserve bank of India revealed 

that even after four decades of bank's nationalisation, 

country's 41 per cent  adult population remained outside 

the banking system.

=According to RBI, 256 districts in 17 states and one 

union territory manifested credit gap of 95  per cent and 

above.
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=According to the All India Debt and Investment 

Survey, Andhra Pradesh, the state with the highest 

concentration of self-help groups, microfinance and 

banks, reported 73 per cent of rural non-institutional debt 

and 57 per cent of rural moneylenders' debt, the highest 

among all states in India.

=The cumbersome procedure of submitting various 

documents with loan applications and subsequent 

complex documentation process led to an average of 33 

weeks taken by commercial banks to approve loans.

= 59 per cent of rural households in India do not have a 

deposit account, 79 per cent  have no access to credit 

from formal source. While 70 per cent marginal farmers 

do not have a bank account and 87 per cent have no 

access to formal source of credit.

=According to the National Sample Survey 

organization, 45.9 million farm households out of a total 

of 89.3 million in the country did not access credit; only 

27 per cent of total farm households are indebted to 

formal source of which one-third also borrow from 

informal sources.

=The Invest India Incomes and Savings Survey (2007) 

reveals that household loans for meeting financial 

emergency, medical emergency and social obligations 

accounted for 53 per cent of the total loans. More than 

60 per cent households indebted to non institutional 

sources took loan for the above three purposes.

14. Conclusion

Chit funds are a very good tool for financing the activities 

of small businesses. In recent years, there have been 

some dishonest activities in the industry that have 

instigated the Government to take serious measures. The 

infrequent failure of chit funds is generally credited to 

expansion beyond capacity. A chit fund is not a scalable 

model unless the chit manager or company has sufficient 

personal resources as a backup for financial 

emergencies. However, in recent times, big companies 

like Shriram Chits and Margadarshi Chits have given a 

new meaning to the concept of chit funds with their 

national outreach and presence.

The regulatory hurdles that the chit companies face due 

to the severe rules planned by the Government 

progressively, have been a setback to the growth of the 

industry. The effect of the increased costs of operations 

for the registered chit companies has been to push these 

companies 'underground'. Many companies have, in the 

recent past, either folded up or shifted their operations 

entirely to the informal arena becoming an 'unregistered' 

chit fund. The unorganized chit fund market is huge and 

growing (6000 unregistered chit funds in Hyderabad out 

of the total 7300). This causes serious problems not only 

for the industry and its participants, but also for the 

Government, which loses its revenue.

Therefore, in order to endorse this concept, which is 

normally beneficial to all the parties concerned, it is very 

important that more rigorous research be done on the 

issues that they face. A strong lobby should also be 

developed in their favour. The day when the Government 

and the industry participants alike understand the 

importance of chit funds to the economy would mark the 

beginning of a new era.
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 Revised Review Research Paper on Impact of FDI in Indian Retail Sector
 Mandavi  Sahu

Retailers have an extensive experience and expertise in 

building and implementing strategies and programs 

aimed at helping retailers in their day-to-day store 

merchandising functions. FDI (Foreign Direct 

Investment) in India, has been a point of debate for some 

time now. India is fast emerging as a key destination for 

FDI. According to the FDI confidence index, India 

ranked second in FDI attractiveness ranking, the first 

being China. In November 2011, India's central 

government announced retail reforms for both multi-

brand retail and single-brand retail. This paper 

captures the existing retail scenario in India with regard 

to organized and un-organized retail and presents the 

limitations of the current set-up along with the 

experience of domestic player. The paper discusses 

about opening up of the retail sector to foreign direct 

investment by the government and tracks the efforts 

taken by the government with regard to foreign direct 

investment in retail sector.

Key word : Organized Sector, Unorganized Sector, FDI

1. Introduction 

Retail is a French word which means to "cut it again" 

and essentially mean a sale to the consumer for direct 

consumption. In 2004, The High Court of Delhi defined 

the term 'Retail as a sale for final consumption in 

contrast to a sale for further sale or processing (i.e. 

wholesale). Thus the retail is an interface between the 

producer and the individual consumer buying for 

personal consumption. This excludes direct interface 

between the manufacturer and institutional buyers such 
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as the government and other bulk customers. Retailing is 

the last link that connects the individual consumer with 

the manufacturing and distribution chain. A retailer is 

involved in the act of selling goods to the individual 

consumer at a margin of profit. 

Retail consists of the sale of physical goods or 

merchandise from a fixed location, such as a department 

store, boutique or kiosk, or by mall, in small or individual 

lots for direct consumption by the purchaser. Retailing 

may include subordinated services, such as delivery. 

Purchasers may be individuals or businesses. In 

commerce, a "retailer" buys goods or products in large 

quantities from manufacturers or importers, either 

directly or through a wholesaler, and then sells smaller 

quantities to the end-user

2. The Evolution of Retail in India

Retail in India has evolved to support the unique needs of 

our country, given its size and complexity. Haat, Mandis 

and Melas have always been a part of the Indian 

landscape. The PDS (public distribution system would 

easily emerge as a single largest chain existing in the 

country. The system however continued to remain an 

essentially urban oriented activity. The canteen stores 

department and the post offices in India are also among 

the largest network of out lets in the country, reaching 

population across state boundaries. The Khadi & village 

Industries was also set up in the post independence era. 

Today there are more than 7000 KVIC stores across the 

country, another example Mother Dairy control as many 

as 250 stores selling food and provision at attractive 

prices. In India Bombay Bazar which run stores under the 

label Sahakari Bhandar and Apna Bazaar runs a long 

chain of cooperative stores. In the past decade, the Indian 

market place has transformed dramatically. 

Retail is a new buzzword in India where the humble 

dukandaars are today the focus of attention.

Through 1990,  organised retail in India added just one 

million sq. ft of space a year. The pace has changed 

dramatically from 2001 onwards and it is estimated that 

close to 40 million sq. ft, of retail space will be added in a 

short span of 2-3 years. The Global Retail development 

index developed by A.T. Kearny has ranked India first, 

among top 30 emerging market in the world. Goldman 

Sach has estimated that the Indian economic growth 

could actually exceed that of China by the year 2015. It is 

believed that the country has the potential to deliver the 

fastest growth over the next 50 years. It took 10 years for 

the first 2500 organised retail stores to emerges in india ; 

the next 2500 could easily get added in the next 5 years. 

Retailing in India is one of the pillars of its economy and 

accounts for 14 to 15 percent of its GDP. The Indian retail 

market is estimated to be US$ 500 billion and one of the 

top five retail markets in the world by economic value. 

India is one of the fastest growing retail markets in the 

world, with 1.2 billion people.

As of 2013, India's retailing industry was essentially 

owner manned small shops. In 2010, larger format 

convenience stores and supermarkets accounted for 

about 4 percent of the industry, and these were present 

only in large urban centers. India's retail and logistics 

industry employs about 40 million Indians (3.3% of 

Indian population).

Until 2011, Indian central government denied foreign 

direct investment (FDI) in multi-brand retail, forbidding 

foreign groups from any ownership in supermarkets, 

convenience stores or any retail outlets. Even single-

brand retail was limited to 51 per cent ownership and a 

bureaucratic process.

In November 2011, India's central government 

announced retail reforms for both multi-brand stores and 

single-brand stores. These market reforms paved the way 

for retail innovation and competition with multi-brand 

retailers such as Walmart and Tesco, as well single brand 

majors such as Nike, and Apple. The announcement 

sparked intense activism, both in opposition and in 

support of the reforms. In December 2011, under 

pressure from the opposition, Indian government placed 

the retail reforms on hold till it reaches a consensus. 
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In January 2012, India approved reforms for single-

brand stores welcoming anyone in the world to innovate 

in Indian retail market with 100 per cent ownership, but 

imposed the requirement that the single brand retailer 

source 30 percent of its goods from India. Indian 

government continues the hold on retail reforms for 

multi-brand stores. 

3. Objectives of the study:

a. How retail sector is emerging in India with regards to 

organized and unorganized sector.

b. To identify the major drivers of organized retail in 

India

c. The impact of FDI in retail and how consumption 

pattern of customer is changing in India according to 

their status.

4. Division of Retail Sector: The retail industry is 

mainly divided into- 

1- Organized Retail Sector 

2-  Unorganized Retail Sector 

4.1 Organized retailing: refers to trading activities 

undertaken by licensed retailers, that is, those who are 

registered for sales tax, income tax, etc. These include the 

corporate-backed hyper markets and retail chains, and 

also the privately owned large retail businesses. It covers 

only 3 per cent of retail Business

4.2 Unorganized retailing : refers to the traditional 

formats of low-cost retailing, for example, the local 

kirana shops, owner manned general stores, paan , bedi 

shops, convenience stores, hand cart (street sellers) and 

pavement vendors etc. and covers almost 97 per cent of 

the retail Business. The sector is the largest source of 

employment after agriculture, and has deep penetration 

into rural India generating more than 12 per cent of 

India's GDP. 

 4.3 Single Brand  

Single brand implies that foreign companies would be 

allowed to sell goods sold internationally under a 'single 

brand', viz., Reebok, Nokia and Adidas. FDI in 'Single 

brand' retail implies that a retail store with foreign 

investment can only sell one brand. For example, if 

Adidas were to obtain permission to retail its flagship 

brand in India, those retail outlets could only sell 

products under the Adidas brand and not the Reebok 

brand, for which separate permission is required. If 

granted permission, Adidas could sell products under the 

Reebok brand in separate outlets.

4.4 Multi Brand 

FDI in Multi Brand retail implies that a retail store with a 

foreign investment can sell multiple brands under one 

roof. Opening up FDI in multi-brand retail will mean that 

global retailers including Wal-Mart, Carrefour and Tesco 

can open stores offering a range of  household items.  

On 14th  September, 2012 the Government of India 

announced the opening of FDI in multi-brand retail, 

subject to approvals by individual states. This decision 

was welcomed by economist and the markets, but caused 

protests and an upheaval in India's Central Government's 

political coalition structure. On 20th September, 2012, 

the Government of India formally notified the FDI 

reforms for single and multi brand retail, thereby making 

it effective under Indian law. On 7th  December, 2012, 

the Government of India allowed 51per cent FDI in 

multi-brand retail in India. The government managed to 

get the approval of multi-brand retail in the parliament 

despite heavy uproar from the opposition (the NDA and 

leftist parties).

5. FDI

Foreign direct investment (FDI) is a direct investment 

into production or business in a country by an individual 

or company of another country, either by buying a 

company in the target country or by expanding 

operations of an existing business in that country. 

Foreign direct investment is in contrast to investment 

which is a passive investment in the securities of another 

country such as stocks and bonds. 

Foreign direct investment (FDI) or foreign investment 

refers to the net inflows of investment to acquire a lasting 

management interest (10 per cent or more) in an 
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enterprise operating in an economy other than that of the 

investor. Foreign direct investment is the sum of equity 

capital, reinvestment of earnings and other long or short 

term capital as shown in the balance of payments. It 

usually involves participation in management, joint 

venture, transfer of technology and expertise. There are 

two types of FDI: (a) Inward foreign direct investment 

and (b) Outward foreign direct investment. Foreign 

direct investment excludes investment through purchase 

of shares. 

6. Policy on  Foreign Direct Investment in India

1- Procedure under automatic route

2- Procedure under Government Approval

3- Prohibited Sectors

4- General permission of RBI under FEMA

5- Industrial Licensing

6- Procedure for obtaining an industrial license

7- Small Scale Sector

8- Locational Restrictions

9- Environmental Clearances

India has among the most liberal and transparent policies 

on FDI among the emerging economies. FDI up to 100 

percent is allowed under the automatic route in all 

activities/sectors except the following, which require 

prior approval of the Government:-

1. Sectors prohibited for FDI

2. Activities/items that require an industrial license 

3. Proposals in which the foreign collaborator has an 

existing financial and technical collaboration in India in 

the same field

4. Proposals for acquisitions of shares in an existing 

Indian company in financial service sector and where 

Securities and Exchange Board of India (substantial 

acquisition of shares and takeovers) regulations, 1997 is 

attracted)

5. All proposals falling outside notified sectoral 

policy/CAPS under sectors in which FDI is not permitted 

Most of the sectors fall under the automatic route for FDI. 

In these sectors, investment could be made without 

approval of the central government. The sectors that are 

not in the automatic route, investment requires prior 

approval of the Central Government. The approval in 

granted by Foreign Investment Promotion Board (FIPB). 

In few sectors, FDI is not allowed. 

After the grant of approval for FDI by FIPB or for the 

sectors falling under automatic route, FDI could take 

place after taking necessary regulatory approvals form 

the state governments and local authorities for 

construction of building, water, environmental 

clearance, etc.

7. Procedure under Automatic Route

FDI in sectors/activities to the extent permitted under 

automatic route does not require any prior approval 

either by the Government or RBI. The investors are only 

required to notify the Regional Office concerned of RBI 

within 30 days of receipt of inward remittances and file 

the required documents with that office within 30 days of 

issue of shares of foreign investors.

Procedure under Government Approval

FDI in activities not covered under the automatic route 

require prior government approval. Approvals of all such 

proposals including composite proposals involving 

foreign investment and foreign technical collaboration is 

granted on the recommendations of Foreign Investment 

Promotion Board (FIPB). 

Application for all FDI cases, except Non-Resident 

Indian (NRI) investments and 100 per cent  Export 

Oriented Units (EOUs), should be submitted to the FIPB 

Unit, Department of Economic Affairs (DEA), Ministry 

of Finance.

Application for NRI and 100 percent EOU cases should 

be presented to SIA in Department of Industrial Policy 

and Promotion. 

Application can be made in Form FC-IL. Plain paper 

applications carrying all relevant details are also 

accepted. No fee is payable. The guidelines for 

consideration of FDI proposals by the FIPB are at 

Annexure-III of the Manual for FDI.
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Prohibited Sectors

The Exim Policy does not permit FDI in the following 

cases: 

1. Gambling and betting

2. Lottery Business

3. Atomic Energy

4. Retail Trading

5. Agricultural or plantation activities of Agriculture 

(excluding Floriculture, Horticulture, Development of 

Seeds, Animal Husbandry, Pisci-culture  and Cultivation 

of Vegetables, Mushrooms etc., under controlled 

conditions and services related to agro and allied sectors) 

and Plantations (other than Tea Plantations)

General Permission of RBI under FEMA

Indian companies having foreign investment approval 

through FIPB route do not require any further clearance 

from RBI for receiving inward remittance and issue of 

shares to the foreign investors. 

The companies are required to notify the concerned 

Regional Office of the RBI of receipt of inward 

remittances within 30 days of such receipt and within 30 

days of issue of shares to the foreign investors or NRIs. 

Industrial Licensing

With progressive liberalization and deregulation of the 

economy, industrial license is required in very few cases. 

Industrial licenses are regulated under the Industries 

(Development and Regulation) Act 1951. At present, 

industrial license is required only for the following-

1. Industries retained under compulsory licensing

2. Manufacture of items reserved for small scale sector 

by larger units

3. When the proposed location attracts locational 

restriction

The following Industries require Compulsory License: -

1. Alcoholics drinks

2. Cigarettes and tobacco products

3. Electronic aerospace and defence equipment

4. Explosives

5. Hazardous chemicals such as hydrocyanic acid, 

phosgene, iso-cynates and di-iso-cynates of hydro 

carbon and derivatives

Procedure for obtaining an Industrial License

Industrial license is granted by the Secretariat for 

Industrial Assistance in Department of Industrial Policy 

and Promotion, Government of India. Application for 

industrial license is required to be submitted in Form FC-

IL to Department of Industrial Policy and Promotion.

Small Scale Sector

An industrial undertaking is defined as small scale unit if 

the capital investment does not exceed Rs. 10 million 

(approximately $ 222,222). The Government has 

reserved certain items for exclusive manufacture in the 

small-scale sector. Non small-scale units can 

manufacture items reserved for the small-scale sector if 

they undertake an obligation to export 50 percent  of the 

production after obtaining an industrial licenses. 

8. Current Scenario of FDI

The retail industry in India is the second largest employer 

with an estimated 35 million people engaged by the 

industry. There has been opening of Indian economy to 

foreign organization for foreign direct investment 

through organized retail. The union government has 

sanctioned 51 percent foreign direct investment in multi-

brand like Wal-Mart, Carrefour, Tesco and up to 100 

percent in single brand retail like Gucci, Nokia and 

Reebok. This will make foreign goods and items of daily 

consumption available locally, at a lower price, to Indian 

consumers. The new policy will allow multi-brand 

foreign retailers to set up shop only in cities with a 

population of more than 10 lakhs as per the 2011 census. 

There are 53 such cities. This means that big retailers can 

move beyond the metropolises to smaller cities. The final 

decision will however lies with the state governments. 

Foreign retailers will be required to put up 50 percent of 

total FDI in back-end infra-structure excluding that on 

front-end expenditures. Expenditure on land cost and 

rentals will not be counted for the purpose of back-end 
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infra-structure. Big retailers will need to source at least 

30 percent of manufactured or processed products from 

small retailers. The government will go for surprise 

checks and if found irregularities then the deed will be 

broken with a second of time. Home grown retailers have 

not muscles and the reach to go for the big game like 

Subiksha and Vishal retail. 

In 2010, the Indian retail market was valued at $435 

billion of which the share of modern retail was 7 per cent. 

The sector is expected to grow to $535 billion by 2013 

with the share of modern retail at 10 per cent. In 2007, 

India was ranked the 12th largest consumer market and it 

is expected to be the 5th -largest consumer market by 

2025 after the US, Japan, China and the UK (McKinsey 

& Company 2007). In 2010, India attracted the largest 

number of new retailers among emerging and mature 

markets (CBRE 2011). According to study conducted by 

ICRIER, total retail business in India will grow at 13 

percent annually, from US $322 billion in 2006-07 to US 

$590 billion in 2011-12 and further US $1 trillion by 

2016-17.

Being aware of the large market, growing consumerism 

and brand-consciousness and to provide a greater fillip to 

high economic growth. In 1997, the Indian retail sector 

witnessed the first foot prints of FDI with 100 percent 

FDI being permitted in Cash & Carry wholesale trading 

under the government approval route, subsequently 

brought under the automatic route in 2006. Although a

number of issues have been discussed in the Discussion 

Paper, the implications of the liberalization for Indian 

consumers have not been discussed. FDI inflows to India 

witnessed significant moderation in 2010-11 while other 

EMEs in Asia and Latin America received large inflows. 

This had raised concerns in the wake of widening current 

account deficit in India beyond the perceived sustainable 

level of 3.0 per cent of GDP during April-December 

2010.  

FDI Issues and Policy Recommendation

India is striving hard to achieve a growth rate of 10 

percent. Improving the level of  productivity can be 

instrumental in achieving this target as growth rate is 

positively related to rates of return. The available data on 

FDI reveals that India's volume of FDI has increase 

largely due to Merger and Acquisitions (M&As) rather 

than large Greenfields projects. M&As not necessarily 

imply infusion of new capital into accounts if it is 

through reinvested earnings and intra-company loans. 

Business friendly environment must be created on 

priority to attract large Greenfields projects. Regulations 

should be simplified so that realization ratio is improved 

(Percentage of FDI approvals to actual flows). To 

maximize the benefits of FDI persistently, India should 

also focus on developing human capital and technology.

=India has failed to evolve as inward FDI 

manufacturing destination which is sweetest of all 

sources of FDI. Manufacturing investment has 

potentiality to develop ancillary industries also. There is 

a wide spread under employment in agriculture. 

Manufacturing sector has greater scope of low end, 

labour intensive manufacturing jobs for unskilled 

population when compared with service sector. It is 

widely reported in large number of studies that India lags 

behind in terms of business environment (ranked 72 of 82 

countries by EIU, 2007) which is not conducive for doing 

business. These factors are acute labour market rigidities, 

lack of world class ports, air road and on an average 6-7 

hours of power cuts. Other problems are that of norms of 

registering property, protection of investors, excessive 

bureaucracy, lack of rationale tax structure, competition 

rules and time taken in enforcing contracts (1420 days 

with an average cost of two-fifth of claim).

=The issues of geographical disparities of FDI in India 

need to address on priority. India is a federal country 

consisting of States and Union Territories. States are also 

partners in the economic reforms. Many states are 

making serious efforts to simplify regulations for setting 
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up and operating the industrial units. In order to attract 

foreign investors in their states, many of them are 

offering packages in the form of tax rebates, capital and 

interest subsidies, reduced power tariff, etc. However, 

efforts by many state governments are still not 

encouraging. Even the state like West Bengal which was 

once called Manchester of India attracts only 1.2 percent 

of FDI inflow in the country. West Bengal, Bihar, 

Jharkhand, Chhattisgarh are endowed with rich minerals 

but due to lack of proper initiatives by governments of 

these states, they fail to attract FDI. India is striving hard 

to achieve a growth rate of 10 per cent. Improving the 

level of productivity can be instrumental in achieving 

this target as growth rate is positively related to rates of 

return. The available data on FDI reveals that India's 

volume of FDI has increase largely due to Merger and 

Acquisitions (M&As) rather than large Greenfields 

projects. M&As not necessarily imply infusion of new 

capital into a country if it is through reinvested earnings 

and intra-company loans. Regulations should be 

simplified so that realization ratio is improved 

(Percentage of FDI approvals to actual flows). To 

maximize the benefits of FDI persistently India should 

also focus on developing human capital and technology.

=Mauritius contributes about 44 percent of FDI inflow 

in the country. Such a high level of FDI contributed by a 

low tax country like Mauritius, indicates that all is not 

well. Mauritius have agreement with India on avoidance 

of double taxation. There are likely chances that many 

MNCs may be first dummy companies in Mauritius 

before investing in India. This is not good for financial 

stability of the country and is also a reason for loss to state 

exchequers.

=FDI can be instrumental in developing rural 

economy. There is abundance opportunity in Greenfield 

Projects. But the issue of land acquisition and steps taken 

to protect local interests by the various state governments 

are not encouraging. Arcelor-Mittal controversy is one of 

the best examples of such disputes.

=India has a huge pool of working population. 

However, due to poor quality primary education and 

higher there is still an acute shortage of talent. This factor 

has negative repercussion on domestic and foreign 

business. FDI in Education Sector is less than 1percent. 

Given the status of primary and higher education in the 

country, FDI in this sector must be encouraged. 

However, appropriate measure must be taken to ensure 

quality. The issues of commercialization of education, 

regional gap and structural gap have to be addressed on 

priority.

=Indian economy is largely agriculture based. There is 

plenty of scope in food processing, agriculture services 

and agriculture machinery. FDI in this sector should be 

encouraged. The issue of food security, interest of small 

farmers and marginal farmers need cannot be ignored for 

the shake of mobilization of foreign funds for 

development.

=India has a well developed equity market but does 

not have a well developed debt market. Steps should be 

taken to improve the depth and liquidity of debt market as 

many companies may prefer leveraged investment rather 

than investing their own cash. Looking for debt funds in 

their own country invites exchange rate risk.

=In order to improve technological competitiveness of 

India, FDI into R&D should be promoted. Various issues 

pending relating to Intellectual Property Rights, Copy 

Rights and Patents need to be addressed on priority. 

Special package can be also instrumental in mobilizing 

FDI in R&D.

=Though service sector is one of the major sources of 

mobilizing FDI to India, plenty of scope exists. Still we 

find the financial inclusion is missing. Large part of 

population still doesn't have bank accounts, insurance of 

any kind, under insurance etc. These problems could be 

addressed by making service sector more competitive. 

Removal of sectoral cap in insurance is still awaited. 

9. Impact of FDI in Indian Retail Trade 

India is in the midst of a retail boom. The sector 

witnessed significant transformation in the past decade 

from small-unorganized family-owned retail formats to 
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organized retailing. Indian business houses and 

manufacturers are setting up retail formats while real 

estate companies and venture capitalists are investing in 

retail infrastructure. Many international brands have 

entered into the market. With the growth in organized 

retailing, unorganized retailers are fast changing their 

business models. However, retailing is one of the few 

sectors where foreign direct investment (FDI) is not 

allowed at present. The consumers have multiple options 

to choose- ranging from the shopkeeper to the most 

sophisticated supermarkets, departmental stores, plazas 

and malls which provide the latest and better quality 

products and it made India the top spot among the 

favoured retail destination as observed by Gupta (2004), 

Jasola (2007) and India Retail Report(2009). Goyal and 

Aggarwal (2009) opinion that in India, a consuming class 

is emerging as a result of increasing income levels and 

dual career families with high disposable incomes.

10. Impacts are- 

=Forex Reserve:  As the limit is increased 51percent 

in the multi brand retail, the direct investment from 

abroad called FDI would inflows to start the business. 

The inflow of capital would increase the capital reserve 

in the balance of payment which shows the ability of 

nation in terms of foreign exchange.

=Farmer: One of the current problem of Indian 

economy is the fiscal deficit which is mostly caused by 

subsidy give to the farmer which is considered as 

unproductive. The one way to cut such subsidy is to make 

the farmers more independent by making the system 

securing them to be paid good price for the commodity. 

The organised retailer that are able to purchase directly 

from the farmers paying good price. So the government 

should be ensuring that the farmer are getting paid the 

price what they are eligible to.

=SME ( Small and Medium Enterprises) In the 

norms that are instructed by the foreign player, they 

should purchase 30 percent of the product that deals with 

small and medium enterprises. This ensure that the 

development of SME. The foreign player would like to 

provide the quality product; the SME would be 

encouraged to produce the commodity that is of high 

quality.

=Infrastructure:

The player are imposed with restriction of investing 50 

per cent of their investment on the  backend 

Infrastructure. The ruling party in India where the 

economic development is suffered by lack of 

infrastructure is very cautious about to invest in such 

area. It would become base for economic development.

=Inflation: inflation is the unruly one, which 

challenges to the country where the price sensitive 

people are. The scale of economy ,capital and large turn 

over, are the base by which lower price offered to the 

consumer .The entries of the multinational player lead to 

healthy competition that they lower price than inflation 

consequently.

=GDP: The decline in the GDP is mainly due to the 

agriculture sector decline, for that economists are worry. 

The FDI in retail would improve the economy by 0.5%.in 

the growing industry that has a potential capacity would 

contribute the GDP higher.

=Employment-  The more employment would be 

created in the country either directly or indirectly. It 

would be generated in the agriculture, manufacturing and 

service industry which consist of GDP. The more people 

get employed would rehabilitate the economic cycle.

=Consumers: The ultimate beneficiary from the 

opening of multi brand retail is consumer. They are left to 

choose the retail that would give them goods at lesser 

price. The more middle income people living in India are 

preferred to have shopping more modern in lesser cost.

=Retail Industry: allowing FDI in Indian retail 

would infuse the new blood into the industry that has 

potential. Foreign player that are competition oriented 

would implement the new strategy.
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Driver of Retail Change in India: 

We  are all witness to the change happening in retail in 

the country. The local bania (local trader by profession) 

has gradually transformed himself into a small 

supermarket, the transformation of what used to be 

known as phoenix mall, into high street phoenix is a 

reality. This change is not restricted to the metro cities but 

has rapidly spreading to smaller cities and town .The 

person driving this change is the Indian  consumer . In 

this section, we look into the reason behind the retail 

change in India. 

between 1999 -2003 . According to the NCAER data the 

middle income and the upper  middle -income categories 

are likely to witness the most significant expansion in 

coming decade.  

=Diminishing Difference between Rural and 

Urban India: Rural India accounts for over 75 per cent  

of India 's population and this in its self offers a 

tremendous opportunity for generating volume driven 

growth. While food grain production has steadily 

increased, tax benefits associated with incomes in rural 

areas has fuelled the increase in the spending power of 

the average rural family.

These factors have created a vast market, which has led to 

a rush amongst companies to tap this latent demand. 

Rural India boasts of nearly 42,000 haats and 6,800 

mandis. It is interesting to note that LIC sold 50 per cent 

of its policies in rural India in the year 2002-03, two 

million BSNL mobile phone connection, 50 percent are 

in small town and villages .The fact is that the 20 million 

Kisan Credit Cards (KCC) issued so far to exceed the 25 

million credit plus debit card issued in urban India. A 

whopping Rs. 65,000crores have been sanctioned under 

the KCC scheme. This increased income has happened in 

both urban and rural India. Sourced by : [Retail 

management text and casaes second edition swapna 

pradhan ,published by The McGraw-Hill companies P.N. 

26] . 

=Changes in Consumption Pattern: Occupational 

changes and the expansion of media have caused a 

significant changes in the way, the consumer lives and 

spend his money. The increase in the contribution made 

by service, is also reflection of the new opportunity, that 

are available to the youth in terms of job opportunities. 

The Change in income brought changes in the aspiration 

and the spending pattern of the consumers. The buying 

basket of the consumer changed. The share being spent 

on basic ( foods, beverages and tobacco has decresed 

from 54.04 per cent in 1992-93 to 44.8 per cent in 

2002-03). On the other hand, spend on other item like 

India : Real gross domestic product (GDP) growth rate from
2003 to 2013 (compared) to the previous year)
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India: Real gross domestic product (GDP) growth rate from 2003 to 2013 (compared to the previous year) 

This statistic shows the growth of the real gross domestic 

product (GDP) in India from 2003 to 2013. GDP refers to 

the total market value of all goods and services that are 

produced within a country per year. It is an important 

indicator of the economic strength of a country. Real 

GDP is adjusted for price changes and is therefore 

regarded as a key indicator for economic growth. In 

2012, India's real gross domestic product growth was at 

about 4.5 percent compared to the previous year. 

=Changing Income Profile: The definition of 

income class vary from one study to another. The income 

classification done by the NCAER has been considered. 

The steady economic growth fuelled the increase in 

disposable income in India. The average middle - class 

family's disposable income rose by more than 20 percent 
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medical and health care have increased from 3.5 per cent 

to 8.06 per cent of the total expenditure over the same 

period. Similarly , more and more house hold are availing 

of financing to buy any increasing range of product and 

service from housing to automobiles to consumer 

durables to vacation. Higher education is also easily 

financed through loans. The result is that an increasing 

proportion of household expenditure is committed to 

sever icing debt , leaving that much less for discretionary 

spending .   India is one of the fastest growing economies 

in the world. In the past decade      (2000-   2010), India's 

gross domestic product (GDP) has grown at an average 

rate of 7.27 percent. According to the Planning 

Commission estimates, the economy is projected to grow 

at the rate of 9-9.5 percent during the 12th Five Year Plan 

period (2012-2017). GDP growth has been accompanied 

by a rise in per capita income. [Retail Management Text 

and Cases, Second Edition, Swapna Pradhan, published 

by The McGraw-Hill companies P.N. 26] . 

The real household disposable income has more than 

doubled since 1985. With the rise in income, 

consumption patterns have changed and a new middle 

class has emerged, which is growing at a fast pace. 

Various studies have forecasted that in the next decade 

middle class would be the dominant section of the Indian 

population.For instance, McKinsey & Company (2007) 

forecasted that if the Indian economy grows at the rate of 

7.3 percent between 2005 and 2025, then by 2025, 583 

million Indians will be in the middle class, which is 

equivalent to the current population of countries like 

Australia. The share of middle class in the total 

population will increase from around 5 percent in 2005 to 

41 percent in 2025. They will be a predominant force 

behind the increase in consumer spending and will 

account for 59 percent of the country's total consumption 

by 2025. This will further strengthen India's position, 

which is emerging as a leading consumer market. In 

2007, India was ranked as the twelfth largest consumer 

market in the world and by 2025 it is expected to be the 

fifth largest consumer market after the United States 

(US), Japan, China and the United Kingdom 

(UK).Sourced by [Retail management text and casaes 

second edition swapna pradhan ,published by The 

McGraw-Hill companies.

=Who are the Indian Middle Class? 

Globally there is no definition of the middle class. 

Moreover, the definition varies across the developing 

and developed countries. There have been a few studies 

that have tried to define the middle class. Some key 

characteristics of consumption pattern of the Indian 

middle class

The growing middle class in India and their consumption 

pattern has drawn global attention not only because India 

is a large market but it is also different from other 

emerging markets. A large proportion of India's GDP is 

consumed. The share of consumption in total GDP is 

higher than that of investment. According to the Central 

Statistical Organization (CSO) estimates, 60 percent of 

the GDP was consumed in 2010 which is much higher 

than that in China.

In India, the majority of the consumption expenditure is 

on food compared to other countries. However, this 

pattern is likely to change in the future as expenditure on 

discretionary items is increasing and that on food is 

reducing with the rise in income. With the rise in income 

there will be a shift in Indian population from low-

income to middle-income and middle class will spend 

less on food than the low-income group. 

The growing Indian middle class and their consumption 

will drive the consumer goods market in the future. For 

instance, commodities such as cars and air-conditioners, 

which were in the past considered as luxury items, are 

now considered as necessities. In fact, small car 

ownership in India has shown a double digit growth. It 

has grown at a compound annual growth rate of 12.7 

percent for the period 2004-05 to 2010-11.
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=With the growth of the middle class, a number of 

Indians have upgraded from owning two wheelers and 

using public transport to owning small cars. Due to the 

high demand in this segment a number of international 

and Indian manufacturers such as Nissan, Renault and 

Tata motors have forayed into the small car segment. 

There is a shift in preferences for products. For instance, 

in the case of apparels the trend of getting shirts stitched 

has been replaced by a rising demand for ready-made 

shirts. The changes in consumer demand will be a major 

opportunity as well as a challenge for businesses as they 

have to gear their products and business models to cater 

to the demand of the middle class.

10. Conclusion: 

It is presumed that the advantages of allowing 

unrestrained FDI in the retail sector evidently outweigh 

the disadvantages attached to it and the same can be 

deduced from the examples of successful experiments in 

countries like Thailand and China where too the issue of 

allowing FDI in the retail sector was first met with 

incessant protests, but later turned out to be one of the 

most promising political and economical decisions of 

their governments and led not only to the commendable 

rise in the level of employment but also led to the 

enormous development of their country's GDP. It is 

pertinent to note here that it can be safely contended that 

with the possible advent of unrestrained FDI flows in 

retail market, the interests of the retailers constituting the 

unorganized retail sector will not be gravely undermined, 

since nobody can force a consumer to visit a mega 

shopping complex or a small retailer and local vegetable 

market. Consumers will shop in accordance with their 

utmost convenience, where ever they get the lowest 

price, maximum variety, and a good consumer 

experience. 

The Industrial policy 1991, had crafted a trajectory 

change whereby every sectors of Indian economy at one 

point of time or the other would be embraced by 

liberalization, privatization and globalization. It is  very 

important to watch that the future of foreign retail players 

is also uncertain like that of Indian retail players. The 

government which acts, better than the one which does 

not. Apprehensions were raised on many such occasions 

in the past on virtually every measures of liberalization of 

Indian economy but most of the apprehensions proved 

wrong while many others come true. 
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FDI in Education Sector in India: the Road Ahead
Deepinder Sandhu   

Dr. Vikas Singh

India is coming up as one of the fastest emerging and 

developing country since 1991 after opening up from 

various restrictions. Certainly globalization is one of the 

dominating reasons of Indian growth during last two 

decades as new modes of investment have been 

generated e.g. FDI and FIIs. FDI Inflows to education 

sector in India are expected to increase, as many foreign 

educational institutions have submitted proposals to 

make investments in the sector. FDI Inflows to 

education sector in India are expected to come in the 

coming years from many MNCs and foreign 

Universities. Many foreign universities are expected to 

come from USA and Europe such as, Georgia Institute 

of Technology, Yale, and Stanford, as they are eager to 

establish green field campuses in the country. Given this 

backdrop, the education ministry came up with the 

proposal of 100 per cent foreign direct investment (FDI) 

in higher education in the country, in 2007. This would 

then allow foreign universities to set up their campuses 

in India. Since then this topic has been hotly debated by 

academicians. The paper brings out the challenges 

being faced by Education sector at India specially 

higher and technical education. It discusses the status 

and extent of foreign participation in it. It also discusses 

the government initiatives and advantages of FDI 

inflows in Indian higher education sector.

Keywords: Foreign Direct Investment, Higher 

Education, Government Initiatives, Regulatory Bodies 

etc.

1. Introduction : 

It is now writing on the wall that individualistic 

development is not possible in the time globalization, 

for inclusive and extensive growth of every economy 

proper utilization of own resources and essentially 
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linkage with other nations is required. One of the most 

important sources which help countries to expand their 

production base and gain capital and new technology is 

foreign capital. Even this is very important because 

today's world is known for intensifying competition and 

accelerating technological changes. The complementary 

and catalytic role of foreign capital is very valuable. 

Development in the present scenario is an urgent global 

need and it demands capital. For developing economy 

like India, there are always two options of raising capital. 

First by creating capital surplus from internal sources of 

capital formation, such as controlling consumption, 

reducing foreign imports, increasing the rate of taxation, 

public borrowings, budgetary savings and profits of 

public enterprises. In practice, these measures cannot 

accumulate much capital and further it will be more static 

and not flexible.  The second option is to invite the 

foreign capital flow towards economy.

In India through new economic policy (NEP) a structural 

adjustment and stabilization program was initiated in 

1991. In the wake of economic reforms process, the 

foreign investment was one of the decently hailed with 

open arms and thereby an augmented emphasis was laid 

on the expansion of equity market in the country. As a 

result, Indian economy has witnessed a positive response 

from investors, corporate houses and international 

financial institutions due to her opening up. India has 

also grown tremendously as a successful market of 

potential destination for capital investment. Foreign 

capital always flows through two major component 

foreign direct investments (FDI) and Foreign 

Institutional Investment (FII) in any country. 
The international monetary fund's balance of payment 
manual defines FDI as an investment that is made to 
acquire a lasting interest in an enterprise operating in a 
country other than that of the investors. So FDI involves 
in direct production activities and is also of a medium to 
long term nature. FDI is seen as the cool money for the 
country's market. FII means an institution established or 
incorporated outside India which purposes to make 
investment in India in securities. Foreign investments 
mean both foreign portfolio investments and foreign 
direct investments (FDI). FDI brings better technology 
and management, access to marketing networks and 
offers competition, the latter helping Indian companies 

improve, quite apart from being good for consumers. 
This efficiency contribution of FDI is much more 
important. As a result of the many steps that have been 
taken, India's FDI policy is now quite open and 
comparable to many countries.

2. FDI Inflows in India

Foreign Direct Investment (FDI) is considered to be the 

lifeblood of economic development especially for the 

developing and underdeveloped countries. Multinational 

companies (MNCs) capitalize on foreign business 

opportunities by engaging in FDI, which is investment in 

real assets (such as land, buildings, or existing plants) in 

foreign countries. MNCs engage in joint ventures with 

foreign firms, acquire foreign firms, and form new 

foreign subsidiaries. It plays an important role in the 

long-term development of a country not only as a source 

of capital but also for enhancing competitiveness of the 

domestic economy through transfer of technology, 

strengthening infrastructure, raising productivity and 

generating new employment opportunities. The 

government of India has taken many steps through its 

wide attractive polices and reforms of economic 

liberalization to attract FDI inflows, to boost the Indian 

economy and to make it competitive at par with 

developed economies. As a result, India has received FDI 

to the tune of Rs 6, 42,270 Crore at the end of year March 

2011, as depicted in Table 1. 

Table 1: FDI inflows in India (Equity Capital 

Year
In Rupee 

Crore
Growth
Rate %

In US ($)
Million

Growth
Rate %

2000-01

2001-02

2002-03

2003-04

2004-05

2005-06

2006-07

2007-08

2008-09

2009-10

2010-11

Total

10733

18654

12871

10064

14653

24584

56390

98642

123025

123120

88529

642270

4.09

74

-31

-21

46

68

129.3

75

25

.077

-28

2463

4065

2705

2188

3219

5540

12492

24575

27330

25834

19427

146541

.98

65

-33

-19

47.12

72.10

125.48

97

11.2

-5.5

-25
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Components only)

Source - Data compiled from fact sheet of SIA on Foreign 

Direct Investment
As far as country wise FDI inflows are concerned Table 2 
shows that Mauritius is investing the most in various 
sectors of Indian economy among the top 10 investing 
countries from 1991 to 2009. Out of total FDI inflows 
from top 10 countries 51% has been received from 
Mauritius at the end of year 2011. Further the lowest 

amount has been received from Switzerland and South 
Korea which were nearly 1.6% and 1.98 among the top 
10 investing countries in India. Untied states, UK, and 
Japan are holding the second, third and fourth position 
particular for FDI point of view in Indian economy. So it 
may be said that there is always inconsistent flows of FDI 
has been received from all the investing countries in 
India.

3. Overview of Higher Education in India: -

Over the last decade, the education sector in India has 

grown leaps and bounds. The Indian Education space is 

by far the largest capitalized space in India with 

Government spends of $US 30 bn and private spend of 

$US 50 bn.  In terms of number of collaborations forged 

by Foreign Universities with Indian Educational 

Institutions, in 2011 alone, a total of 161 collaborations 

were reported.

Currently, India has the largest number of higher 

education institutions in the world, and the third largest 

student population in the world attending them. Most 

recent estimates place the number of institutions 

Table 2: Country wise FDI inflows in India (Financial year wise) - (Rs. In Crore)

Country 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09 2009-10 2010-11 Commutative %

Mauritius

USA

UK

Japan

Netherland

Germany

Singapore

France

S. Korea

Switzerland

Total FDI

27446

12248

4263

5099

3856

3455

1997

1947

2189

1200

63,700

3766

1504

1617

1971

836

684

180

534

188

437

11717

2609

1658

769

360

2247

373

172

176

110

207

8681

5141

3055

458

575

1217

663

822

537

157

353

12978

11411

2210

925

340

1164

1345

1218

82

269

426

19390

28759

3861

8389

2905

382

540

2662

528

321

257

48064

44483

4377

4690

12319

2780

3336

2075

3385

583

1009

79037

50794

15727

8002

3840

3922

1889

5983

2750

2098

1133

96138

49,633

9230

3094

5670

4283

2980

11295

1437

1789

1289

90,700

31,855

5353

3434

7063

5501

908

7730

3349

2218

1690

69,101

255,897

59,223

35,641

40,142

26,188

16,173

34,134

14,725

9,922

8,001

499,506

51

12

7

8

5

3

7

3

1.98

1.6

100 

Source - Data compiled from fact sheet of SIA on Foreign Direct Investment

somewhere over 18,000 and the number of students over 

11 million. Behind these numbers are six decades of 

phenomenal growth, initially fuelled by public 

investment but lately more due to the unabated growth of 

private sector institutions. Since 1990, the number of 

institutions has been growing at a compounded annual 

rate of six percent. While this is significant, growth in 

institutions has not matched the growth in demand for 

higher education. More importantly, growth of good 

quality institutions has been negligible. As a result, 

Indian higher education has often been characterized as a 

sea of mediocrity containing only a few islands of 

excellence. Aside from concerns of access and quality is 

also the issue of equity. Socially and economically 

disadvantaged groups in the system are under-

represented and their educational attainments tend to be 

below average. 

2004-05 2006-07 2009-10 2010-11 2011-12
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33023* undergraduate and postgraduate level. At the 

undergraduate level, it varies between one to three years 

in length, and postgraduate diplomas are normally 

awarded after one year of the study. Bachelor's degree in 

arts, commerce and science is of three years duration 

(after 12 years of school education). In some places there 

are honors and special courses available. Such duration 

indicate greater depth of the study. 

=Bachelor degree in professional field of study in 

agriculture, dentistry, engineering, pharmacy, 

technology and veterinary medicine generally take four 

years, while architecture and medicine, take five and five 

and a half years respectively. There are other bachelor 

degrees being offered in education, journalism and 

librarian-ship which are regarded as secondary degrees. 

Bachelor's degree in law can either be taken as an 

integrated degree lasting for five years or lasting for three 

years depending on the depth and purview of studies.

=Master's degree is normally of two-year duration. It 

could be coursework based without thesis or research 

alone. Admission to postgraduate programmes in 

engineering and technology, is done on the basis of 

Graduate Aptitude Test in Engineering or Combined 

Medical Test respectively.

=A pre-doctoral programme - Master of Philosophy 

(M.Phil.) is offered after completion of the Master's 

Degree. This can either is completely research based or 

can include course work as well. Ph.D. is awarded two 

year after the M.Phil or three years after the Master's 

degree. Students are expected to write a substantial thesis 

based on original research which may sometime take 

longer than three years time.

5- Foreign Participation in Indian Higher 

Education System :

Foreign participation, while not a self-contained solution 

for the ills of the Indian higher education system, can 

provide avenues for easing some of the pressures 

building up within it. In terms of sheer numbers, the entry 

of foreign institutions would help expand the supply of 

higher education. As for quality, the application of 

international best practices particularly from institutions 

The key problems faced by Indian higher education 

pertain to issues of access, equity and quality. However, 

these are symptoms of a deeper malaise, related to the 

two primary constraints of the system today - the decline 

in public investment in higher education, and the 

existence of a flawed, overly rigid and ineffective 

regulatory framework. These problems have steered the 

sector into previously uncharted waters, particularly in 

the realms of privatization and foreign participation, both 

made more relevant by changes in the global trade 

regime and the education sectors of other nations. In this 

sense the present is an important juncture in the history of 

Indian education, and it remains to be seen whether the 

government can successfully manage the sensitivities of 

the system in order to optimally utilize India's much 

vaunted demographic and educational advantages. As for 

institutions interested in penetrating the Indian market 

for education, this is a time to carefully observe 

developments in the legal and regulatory structure, 

particularly with reference to emerging ideological 

differences on the issue of foreign participation in higher 

education.

4- Structure of the Higher Educational Framework 

in India -

The academic qualification framework in India in the 

higher education segment is guided by three principle 

levels of qualification. These are:

=Bachelor / Undergraduate level

=Master's / Post-graduate level / Pre Doctoral level

=Doctoral/ Post-doctoral level

=Diploma courses are also offered at the 
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of repute with campuses in multiple countries, would 

help set higher benchmarks and tend to foster domestic 

competition at all levels of the quality hierarchy. We 

might thus envision a Massachusetts Institute of 

Technology or a University of Manchester spurring 

competition with top-tier Indian institutions like the 

Indian Institutes of Technology, leading to innovations in 

teaching, curriculum design, recruitment, etc. across the 

board. Similarly, other foreign institutions lower down 

the quality hierarchy in their home countries could spur 

competition with their counterparts in the Indian system. 

The benefits of foreign participation in terms of equity 

are less certain, but appropriate regulations pertaining to 

affirmative action (not necessarily in the Indian tradition 

of quotas) might address this aspect of the Indian 

educational paradigm as well. Regulation, as we have 

seen in the previous section, is often the problem itself; 

one that no amount of foreign participation can provide 

remedy. Indeed, imaginative and flexible regulation is a 

prerequisite for reforms like foreign participation in the 

Indian system. Unfortunately, the regulation of foreign 

education providers has followed a path similar to that of 

private providers. Starting from a stance of outright 

distrust, regulators have gradually permitted the entry of 

some institutions, albeit with many strings attached. 

Although little has been done on the ground, there is a 

host of regulations, policy documents and pending or 

withdrawn legislations that provide an instructive 

perspective on current thinking among policymakers and 

legislators grappling with the issue of foreign 

participation. The most important regulations in this 

regard are as follows -

1. UGC (Establishment and Maintenance of Standards 

in Private Universities) Regulations 2003 - currently 

active.

2. AICTE Regulations for Entry and Operation of 

Foreign Universities / Institutions Imparting Technical 

Education in India, 2005 - currently active.

3. The Private Professional Educational Institutions 

(Regulation of Admission and Fixation of Fee) Bill 2005

4. The Foreign Educational Institutions (Regulation of 

Entry and Operation, Maintenance of Quality and 

Prevention of Commercialization) Bill 2007.

6. Status of Foreign Participation:

As of 2007, there are 131 foreign education providers 

operating in India, enrolling "a few thousand" privately 

funded students. Although the government of India 

permits 100 percent Foreign Direct Investment (FDI) in 

higher education through the automatic route, foreign 

providers mostly tend to offer technical programs via 

"twinning" arrangements with Indian institutions, 

whereby a student completes a portion of his/her studies 

in India, and the rest in the home country of the foreign 

provider. Some foreign providers also collaborate with 

Indian institutions to have their courses taught in India. 

Fee levels are uniformly high in all arrangements. Both 

twinning and program-based collaborations corroborate 

the low-investment high-return model of foreign 

provision mentioned above, suggesting that the current 

scenario of foreign participation is far from optimal for 

legitimate foreign entrants and the Indian education 

system in general. 

7. Government Expenditure on Education in India:

The total budgetary expenditure on education by the 

Education Departments of the Centre and States has 

increased from Rs. 644.6 millions in 1951-52 to 

Rs.33827 millions in 1995-96. There were 130 plan 

schemes with a total Eighth Plan outlay of Rs. 74430 

millions. but the fund allocation to education sector is 

steadily declining from a level of 6 per cent during 1990s 

to a lower level of 3.6 per cent in 1996-97 and it came to a 

lowest point of 2.8 per cent in 2002. 

Presently India spends only 3 per cent, even though the 

National Policy on education suggested 6 per cent of 

GDP way back in 1986. When compare to other 

countries, USA spends 10-13 per cent of the budget on 

education; France 6.5 per cent; Indonesia's 8.1 per cent or 

more; Philippines spends 17 per cent; Malaysia spends 

20 per cent and Thailand 27 per cent. OECD 

(Organization of Economic Cooperation & 

Development.) country average expenditure on 

education is 5.5 per cent. In the 1st plan the Government 

of India allocated Rs. 153 crore for education (0.7 

percent of GDP). 

In the 9th plan, the allocation is to the tune of 

Rs. 20,381.6 crore (3.7 per cent of GDP). The proportion 

is much less in comparison with many countries.  
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However, there has been a significant increase in the real 

per capita expenditure on education. In 1993-94, the 

average per capita spends on education in rural India was 

Rs. 128, or 1.5 per cent of total expenditure (total 

expenditure being Rs. 8,533). By 2001-02, it was Rs. 245 

or 2.5% of total spending, measured in constant prices 

(total expenditure being Rs. 9,800). For the top 5% of 

rural households, the increase in real expenditure of 

education has been quite spectacular - from Rs. 575 in 

1993-94 to Rs. 1,158 per person per year (in 2001-02)

Year

1950-51

1960-61

1970-71

1980-81

1990-91

2001-02

2002-03

2004-05

Colleges
Universities 

(Including deemed 
Universities)

Table 3 - Growth of Higher Education System in India

Source: UGC Annual reports and other publications

There is a clear case for tremendous increase in capacity 

in our existing institution and Universities, besides the 

need of many more such institutions. The Government 

alone cannot meet this mammoth task nor does it have 

money, so it is obligatory on the citizens, industry and the 

non-governmental/ private education providers to come 

forward for sharing this onerous responsibility and 

provide access to all those who desire. Now there is an 

urgent need to work for the development of the 

educational sector to meet the need of the emerging 

opportunities, increasing young generation population 

and challenges of the 21st century. Knowledge is the base 

for overall growth and if the nation has to be competitive 

and to be at par with the globalization pace, we will have 

to respond to the market forces. Encouraging investment 

in education both public and private by itself will also 

contribute towards employment, as education is labour 

intensive. Supply should cater to all those who aspire for 

higher education of their choice and be employable. 

Accordingly output at secondary level should also be 

calibrated and the quality standards through 

accreditation should meet the confidence of the market 

forces. The demand and supply should be synonymous to 

future growth. 

Thus, a long term integrated policy on education, which 

encompasses standards from the school to the tertiary 

level, which can deliver the required proficiency, is to be 

put into place on emergent basis. To reach and achieve 

the future requirements there is an urgent need to re-look 

at the Financial Resources, Access and Equity, Quality 

Standards, Relevance and at the end the Responsiveness.

7.1 Market Size of Indian Education Sector

The education sector in India is evolving, led by the 

emergence of new niche sectors like vocational training, 

finishing schools, child-skill enhancement and e-

learning. According to a report 'Education in India: 

Securing the demographic dividend,' published by Grant 

Thorton, the primary and secondary education, or K-12 

sector is expected to reach $ US 50 billion in 2015 from 

$ US 24.5 billion in 2008, growing at an estimated 

compound annual growth rate (CAGR) of 14 per cent.

8. Government Initiatives to Boost Investments

The education sector in India is also considered as one of 

the major areas for investments as the entire education 

system is going through a process of overhaul, according 

to a report 'Emerging Opportunities for Private and 

Foreign Participants in Higher Education' by Price Water 

House Coopers (PwC). Ever since, the Government of 

India has allowed foreign direct Investment (FDI) up to 

100 per cent through the automatic route, many people 

find it convenient and profitable to invest in education 

sector. Some of the initiatives taken by the Government 

for the infrastructural development of the sector and to 

increase the business opportunity in education are:

=For the year 2012-13, Rs 25,555 crore (US$ 4.63 

billion) have been allotted for RTE-SSA (Right to 

Education - Sarva Shiksha Abhiyan) which represents an 

increase of 21.7 per cent over the previous year allotment 

in 2011-12

=6,000 schools have been proposed to be set up at 

block level as model schools in the Twelfth Five Year 

Plan (2012-17)

=Rs 3,124 crore (US$ 566.69 million) have been 

578

1819

3277

1577

6627

11146

15343

17625

25

45

93

123

184

372

300

342
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provided for the RMSA (Rashtriya Madhyamik Shiksha 

Abhiyan), which is an increase of 29 per cent over 2011-

12

=India and Republic of Korea have signed a 

memorandum of understanding (MoU) for cooperation 

in the field of education

=Prime Minister's fellowship scheme for doctoral 

research has been launched in New Delhi by Mr S Jaipal 

Reddy, Union Minister for Science and Technology, 

according to Confederation of Indian Industry (CII)

=The Ministry of Human Resource Development 

(MHRD) plans to set up ten community colleges in 

collaboration with the Government of Canada in 2012. 

The Government of India has decided to set up hundred 

community colleges this year

=The Government of India plans to set up an Indian 

Institute of Agricultural Biotechnology at Ranchi with an 

investment of Rs 287.50 crore (US$ 52.15 million). The 

Institute will be a deemed university and will have 

different schools to import knowledge in genomics, 

b io informat ics ,  gene t ic  engineer ing ,  nano  

biotechnology, diagnostics and prophylactics and basic 

and social sciences and commercialization

9- Advantages of FDI Inflows to Education Sector in 

India are:

=If international educational institutions come to 

India, then students would be able to get foreign 

education in India, cheaper.

=The seats are limited in the Indian educational 

institutions and so foreign direct investment in the 

educational sector would result in more opportunities for 

the Indian students.

=The Indian students will get libraries and labs that are 

of world class standards.

=The setting up of international educational 

institutions in India will attract students from the 

neighboring countries to come and study in those 

institutions in India and this will help the country to 

become an important destination for education.

=It will enable the Indian students to come in touch 

with the best professors from across the globe. 

=FDI in education will also lead to higher number of 

Indian students getting jobs in internationally acclaimed 

companies.

=Availability of world class research facilities.

=It will attract the topmost universities across the 

world to set up their branches in the country.

10. Conclusion

There is an urgent need to address the deficiencies facing 

our higher education sector. However, one sided 

response to it won't solve the problem. The best option is 

the middle path. Government should allow foreign 

universities to invest in education sector but under strict 

regulation. It should shortlist the preferred universities 

for investment and then invite them to set campus in 

India. Low grade universities should not be allowed 

entry in the country. Moreover government should 

provide incentives to foreign universities to setup 

institutes in areas of research and academics, which is 

much needed in the country. Thus government needs to 

act with strictness and discretion in development of 

higher education.
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The field of valuation of raw materials unconsumed at 

the year end has a crucial impact on the bottomline of 

the business.This is enevitable in cases where there are 

large number of stores and spares available in a 

Regional Store catering to number of stores and sub-

stores.Irrespective of online material management 

system invoked , the error in valuation of inventory in 

priced stores ledger will lead to wrong financial 

reporting. This paper attempts to identify the errors 

during the process of valuation of stores and spares of 

priced stores ledger and suggest to reconcile the 

balance quantity and value of stores and spares leading 

to correct valuation of stores and spares. Further, 

during the course of reconciliation, the agewise 

analysis of stores has also come out along with double 

cards, unidentified items, dead cardexes and on line 

materials management system(OMMS) etc. which are 

sine-quanon to the reconciliation process. This process 

will reflect the profitability of the organisation ensuring 

an effective corporate goverance system .

Key Words: Reconciliation, NL-PL, Financial 

Reporting, Inventory Valuation, Cardexes etc.

1. Introduction

1.1. Background of the Study:

1.1. Every enterprise needs inventory for smooth 

running of its activities. It serves as a link between 

production and distribution processes, There is, 

generally, a time lag between the recognition of a need 

and its fulfillment. The greater the time-Iag, the higher 
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the requirements for inventory. The unforeseen 

fluctuations in demand and supply of goods also 

necessitate the need for inventory .It also provides a 

cushion for future price fluctuations.

The investment in inventories constitutes the most 

significant part of current assets and working capital in 

most of the undertakings. Thus, it is very essential to 

have proper control and management of inventories. The 

purpose of inventory management is to ensure 

availability of materials in sufficient quantity as and 

when required and also to minimise investment in 

inventories.

Financial reporting of inventory plays a vital role in the 

financial statement of an enterprise.The stock of 

inventories which are not consumed during the year 

should be taken back from the shop floor and added with 

the value of store which is reflected in the closing stock of 

inventory in the profit and loss account and the balance 

sheet at the end of the accounting year.

1.1.2  The present study relates to the financial reporting 

of inventories consisting of stores and spares broadly 

classified as follows-i. General Consumables,ii. 

Machinery Spares,iii. P.O.L. Petrol, Oil & Lubricants)

The above inventory has been studied from the Regional 

Store of Octopus Area of M/S King Coal Company Ltd.

1.2.Rationale behind the Study

The study of reconciliation of Numerical Ledger with 

Priced Stores ledger has emerged as a new technique of 

financial reporting due to the following reasons-

1) The raw materials, stores and spares which are not 

consumed during the year can be taken back to stores and 

accounted for. The materials not issued for consumption 

during the year  are also to be accounted for.

2) The overvaluation and under valuation of closing 

stocks affect profit of the business significantly. 

Overvaluation of closing stocks will cause excess profit 

to the business for which extra income tax has to be paid. 

The under valuation of closing stock will cause under 

valued profit for which the organization and shareholders 

suffer.Thus the interest of sharehlders will be protected 

by a correct financial reporting of valuation of 

inventories which will reveal the true profitability 

position of the business.

1.3.Identification of Problem Areas and Research 

Gap :

1.3.1.Financial reporting of valuation of closing stocks 

plays a vital role in preparing the financial statements of a 

business. There is no problem of value the inventories if 

there are small number of items.The problem lies if the 

number of types of inventories are large in number like 

20,000 or 30,000 or 40,000 in numbers. In that case the 

following practical problems may occur, while valuing 

the Priced Store Ledger (PSL) at the end of financial 

year:

The cardex balance quantities are generally being 

checked by the internal auditor appointed  for physical 

verification just prior to the end of the accounting year, so 

the balance quantities as per cardex in the store are found 

to be authentic. Generally the entries in the PSL(Priced 

Stores Ledger) are being made at weekly and fortnightly

/monthly basis on a batch processing system, so the 

corresponding entry in the PSL are not found accurate 

sometimes with regard to  quantity and rate. Further due 

to a large number of issue and receipt of stores and spares 

in the stores there is chances of error crept in to which has 

resulted in to discrepancies in the balances of PSL with 

regard to quantity and value. Hence in order to ascertain 

correct valuation of inventories in the PSL, there is a need 

to reconcile the cardex balance quantity with 

corresponding PSL so that  correct valuation of stores 

and spares can be reflected in the financial statements.

2. Objectives of the Study 

The objectives of the study for the reconciliation between 

the Numerical Ledger and Priced Store Ledger of Store 

and Spares are laid down below-

1. To study the classification and codification of 

materials.

2. To analyse the quantity as per the cardex balances in 
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the store with the corresponding balance quantity in the 

Priced Stores Ledger maintained by the finance 

department.

3. Quantity and Value Reconcialiation-to reconcile the 

cardex balance with the Priced Stores Ledger(PSL) 

balance quantity and value.

4. To find out age-wise analysis of slow moving and 

non-moving inventories .

5. To report to the management the actual value of 

inventories after the reconciliation process and evaluate  

the increase and reduction of inventory value, if any.

6. To suggest the O.M.M.S.(Online Materials 

Management  System) to the management.

3. Theoretical Framework

3.1 a) Aging Schedule of Inventories :

Classification of inventories according to the period 

(age) of their holding also helps in identifying slow 

moving inventories thereby helping in effective control 

and management of inventories.

b) Classification and Codification of Inventories :

The inventories of a manufacturing concern may consist 

of raw materials, work in process, finished goods, spares, 

consumable stocks, etc. All these categories may have 

their sub-divisions. The raw materials used may be of 3-4 

types, finished goods may also be of more than one type, 

spares may be of a number of types and so on. For a 

proper recording and control of inventory , a proper 

classification of various types of items is essential. The 

inventories should first be classified and then code 

numbers should be assigned for their identification. The 

identification of short names are useful for inventory 

management not only for large concerns but also for 

small concerns. Lack of proper classification may also 

lead to reduction in production.

Advantages of classification and codification of 

materials-

=It helps in maintaining secrecy of description.

=It also helps the prompt issue of stores.

c) Preparation of Inventory Reports :

From effective inventory control, the management 

should be kept informed with the latest stock position of 

different items. This is usually done by preparing 

periodical inventory reports. These reports should 

contain all information necessary for managerial action. 

On the basis of these reports management takes 

corrective action wherever necessary. The more 

frequently these reports are prepared the less will be  

chances of lapse in the administration of inventories

3.2. Review of Accounting policies of King Coal 

Company Ltd:Accounting Policy:(Schedule "O" 

Significant Accounting Policies)

a) Accounting Convention : The financial statements 

are prepared under the historical cost basis, as per 

Accounting Standards and generally accounting policy 

and notes of Accounts.

b) Basis of Accounting (Inventories)

1. Stock of stores and spare parts are valued at Weighted 

Average Cost. Work in progress, workshop jobs are 

valued at cost.

2. Imported spares and related custom duty there on are 

accounted for on the basis of debit advice received from 

Coal India Limited.

3.3. A Study Experience: The following outcomes  have 

been derived from the review of the literature as above .

i) Classification and codification of materials are 

inevitable for an organisation having more than 20000 to 

30000 types of inventories to ensure proper accounting in 

the Priced Stores Ledger.

ii) The methods of valuation have been discussed and it 

has been observed that the weighted average price 

method has been used by King Coal Company Ltd for 

valuing issue of inventories because it smoothes out 

fluctuation of price rise of materials and the balance 

unconsumed quantities are valued in a better 

way.Generally such method has been revised by the in 

every quarter .Out of the methods of pricing discussed as 

above the weighted average method has been followed as 
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the basis for pricing issue because this method can give 

correct valuation of inventories at the end of the financial 

year in the financial statement.

iii) Since the types of materials are large in number,there 

is every possibility of mistakes in making the entry at 

PSL because the entry is made on a batch processing 

system long after the transactions of receipt and issue 

have taken place in the store.As result the PSL may not 

reflect the true value of inventories at the end of the 

accounting year.

iv) No accounting standard has prescribed the standard 

format for reconciliation of numerical ledger and priced 

store ledger so the hidden area of financial reporting of 

unconsumed inventories lies in devising  ways and 

means to reconcile the cardexes with PSL in order to 

correctly value the inventories in the profit and loss 

account.

In spite of the best inventory management adopted by the 

organization to control the inventory cost to minimum, 

the correct financial reporting of closing stock requires a 

reconciliation between the balance as per the card ex 

available in the store with the corresponding PSL 

maintained in the finance department.Prior to that the 

card ex balance quantity need to be verified by the 

internal auditor just prior to the end of the financial year 

to make the balance quantity of each item of inventory 

authentic. This will help the value of stores and spares to 

be reflected in the Profit & Loss Account and Balance 

Sheet correctly.

4. Data Sources & Methodology

4.1.Period of the Study - For the purpose of this study a 

period of one year data of inventories for the financial 

year 2002-03 have been taken from the Regional Store of 

Octopus Area of King Coal Company Ltd.

4.2.Area of the Study- The area of the study relates to 

correct financial reporting of unconsumed inventories of 

raw materials and stores and spares in the Priced Store 

Ledger through a process of reconciliation between the 

numerical ledger and priced stores ledger and 

consequent revision in the master PSL.

4.3 Sampling Design:

 Samples of stores and spares from Regional Stores of 

Ooctopus area of King Coal ltd , have been collected, 

since the data are identical in natures ,arbitrary quantity, 

rate and amount are made to analyse and interpret the 

data through the already prepared Annexures.Samples of 

data for one financial year have been taken for study 

which consists of materials purchased , issued to the 

production and these stores have been segregated into 

following:-

a. Machinery spares, b.POL (Petrol, Oil, Lubricant), c. 

General Consumable Goods.

4.4 Tools of Analysis: 

One master file has been developed in excel spreadsheet 

and data are analysed accordingly. MS Excel spreadsheet 

has been  used to prepare the format of the Annexures 

enclosed as Appendices .The prepared Annexures have 

been taken to analyse and interprete the data in order to 

highlight the correct valuation of inventories.

4.5 Limitations of the Study:

Since huge data has been processed in the computer to 

prepare the Annexures, it is beyond the scope of the this 

paper to incorporate the details of the Annexures. The 

arrived quantities and values as per differnt Annexures 

have  been taken to start the reconciliation process in 

terms of quantity and value.The number of cardexes 

available in the store are 13000 (Approximately). Actual 

number of cardexes and stock trays have been taken 

where as the arbitrary quantity and rate have been taken 

to arrive at the value of closing stock of store and spares 

for the sake of confidentiality in nature.

5. Analysis and Interpretation

5.1 Valuation of Inventory

1) The closing stock of stores and spares sub-stores, 

Regional Stores and Colliery Stores have been 

considered in the accounts as per balance appearing in 

the financial ledger.The reconciliation between priced 

store ledger and  numerical ledgers are carried out 

periodically.Discrepancies arising out of physical 
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verification of stock of stores and spares are aadjusted 

and provided for periodically. Physical verification of 

stores and spares have been conducted during the year 

and the discrepancy arising out of such verification and 

reconciliation is under scrutiny.

5.2.The data of inventories have been arranged by 

comparing the quantity as per the cardex with the PSL 

quantity .The following Annexures have been prepared 

as follows:

(1) Last purchase price as per Daily Receipt 

Report(DRR)

(2) Average Price as per PSL A N N   -   1 A =  

1>2 ANN  -  1B = 1<2

(3) Balance Quantity as per PSL

(4) Corresponding nil balance quantity as per Cardex 

ANN - 2 = 3 - 4  Superfluous inventory

(5) Balance quantity as per Cardex

(6) Corresponding nil balance quantity in PSL ANN - 3 

= 5 - 6

(7) Balance quantity items appearing in Cardex but the 

same material codes are not available in PSL (ANN 

- 4A)

(8) Item showing nil balance quantity in the Cardex 

which are not found in PSL (ANN- 4B)

(9) Items not moved since (1 to 2) Years (ANN - 5A)

that is  since 31 March, 1996 but not before 31 

March, 1995. Items not moved since (2 to 3) Years 

(ANN - 5B) that is since 31 March, 1994 but not 

before 31 March, 1994.

(10) Items not moved since (3 to 5) Years (ANN - 5C) that 

is since 31 March, 1994 but not before 31 March, 

1992.

(11) Items not moved since (5 to 10) Years (ANN - 5D) 

that is since 31 March, 1992 but not before 31 

March, 1987.

(12) Items not moved for more than 10 Years (ANN - 5E)

(13) Items showing Balance quantity in PSL which are 

not existing in the Stores (ANN - 6A)

(14) Items showing nil obsoletes balance quantity in PSL 

which are not existing in the stores.(ANN - 6B)

(15) Nil quantity balance in Cardex line in stores without 

any transaction since last 3 years or  more (ANN - 7)

(16) Items showing nil quantity balance having 

transaction after 31/3/97 although no transfer since 

31/3/94.(ANN - 8)

(17) PSL quantity into rate > Value as per PSL (ANN - 

9A)

(18) PSL quantity into rate < Value as per PSL (ANN - 

9B)

(19) Balance Quantity in Cardex > Balance Quantity in 

PSL (ANN - 10A)

(20) Balance Quantity in Cardex < Balance Quantity in 

PSL (ANN - 10B)

(21) Items used in OCP / Workshop remaining 

unutilized. (ANN - 11)

(22) List of item showing obsolete spares with value 

(ANN - 12)

(23) List of Double Cardex (ANN-13A)

(24) List of item showing Negative Balance (ANN - 

13B)

(25) List of Unidentified items.(Compliance Rreport in 

Statement-VII).

(26) Reconciliation between Value as per General 

Ledger and Value as per Priced Stores 

Ledger.(Statement- I )

(27) Quantity Reconciliation (Statement II & III )

(28) Value Reconciliation (Statement IV)

(29) Nl-PLReconciliation Sumary (Statement- V)

(30) Total number of Cardexes presently available Tray 

wise in the Regional Store of Octopus 

Area.(Statement- VI)

One Master File has been developed consisting of the 

following column.Then the Annexures from 1 to 13A has 

been prepared . Then the reconciliation  process has been 

started in the following manner-
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5.3.Reconciliation of Numerical cardex balances with 

balances as per Priced Stores Ledger (NL-PL):- 

Reconciliation of 12,992 items in the Regional Store 

Octopus Area, with reference to their numerical balances 

of cardexes with those  of Priced Stores Ledger in all 

respect (Refer  Annexures 1A, 1B, 2, 3, 4A, 4B, 6A., 6B, 

7, 8, 9A, 9B, 10A, 10B) have been carried by me.

5.4.  Classification & Codification of Materials:

Universal codification of 11 digits codes as against the 

prevalent system of maintaining 7 digits codes is itself a 

major work which needs a detailed scrutiny by a 

committee in the area level consisting of the staff officers 

of excavation, Electrical and Mechanical, Stores and 

Finance Departments of the company.

5.5.Reconciliation : Besides the above, the work in 

connection with reconciliation of Numerical Ledger with 

Priced Stores Ledger are as below :-

i) Value appearing in PSL without any quantity. There 

was no such items in PSL.

Price impact on the basis of difference between average 

rate of PSL and corresponding last purchase price (Refer 

Annexure-1A, & 1B).

ii) Items with quantity in PSL without Cardex balance 

(Refer Annexure-2).

iii) Items showing balance quantity in the cardexes but 

not appearing in PSL (Refer Annexure-3).

iv) Items showing balance quantities in the cardexes 

with values although the corresponding items in PSL are 

not available (Refer Annexure-4A).

v) Items showing nil quantity balance in the cardexes 

although the corresponding items in PSL are not 

available (Refer Annexure-4B).

vi) Non-Moving Materials: Inventories which have not 

moved since (1-2) years (Annexure-5A), (2-3) years 

(Annexure-5B), (3-5) years (Annexure-5C), (5-10) years 

(Annexure-5D) and more than 10 years (Annexure-5E) 

have been properly identified for necessary disposal 

action.

vii) Items showing balance quantities in the PSL with 

value although the relevant cardexes do not exist (Refer 

Annexure-6A).

viii) Items without quantity in PSL (Refer Annexure-

6B).

ix) List of items showing nil quantity balance and 

having no transactions since 3 years or more (Refer 

Annexure-7).

x) Items showing nil quantity balance having 

transactions after 31.03.2003 although no transactions 

since 31.03.2000 .(Refer Annexure-8).

viii)PSL quantity multiplied by rate is greater than value 

as per PSL (Refer Annexure-9A)

ix) PSL quantity multiplied by rate is less than value as 

per PSL (Refer Annexure-9B).

x)Quantities in the cardexes are more than quantities in 

PSL (Refer annexure-10A).

xi)Quantities in the cardexes are less than quantities in 

PSL (Refer Annexure-10B)

xii)List of items used in OCP and Work shop with value 

(Refer Annexure-11).

xiii)List of obsolete spares with value (Refer Annexure-

12).

xiv) List of double cards (Refer Annexure-13A).

xv) List of items showing negative balances (Refer 

Annexure-13B).

xvi)List of unidentified items with value. (Refer 

compliance report in Statement-VII).

Interpretation of Data

5.6.Change over from  7 digit code to 11 digit code:

Presently seven digits material code (standard as well as 

non-standard) is being followed in the Regional Store. 

The standard digit material code consists of first two digit 

as the class of items, next two digit as sub-class items and 

the balance three digits denote the items number. The 

non-standard digit code is prefixed by 'N' in the cardex 

but mentioned as '9' in the Priced Stores Ledger. As per 

the prevalent practice if the standard code is not available 
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for a particular item by its class/sub-class, a non-standard 

seven digit material code is prepared & prefixed by 'N' 

and the cardex is being maintained.

The eleven digits material code is not being followed in 

the Area because of the  difficulties as above as a result of 

which the On Line Material Management System 

(OMMS) is not invoked in the Area.

5.7.The balance quantities of every cardex maintained at 

Regional Store as on 31.03.2003 has been taken as the 

base to reconcile with the balance quantities with the 

Priced Store Ledger. It is seen that there are 12,992 

number of cardexes maintained in the stores for 

recording receipt and issue of materials quantitatively. 

The details are listed tray wise as per Statement VI (Refer 

Appendix -B) the summary of which is given below :
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SI No. Types of Inventories No. of Cardex

Table-1

Reconciliation between Value as per General Ledger and Priced Stores Ledger

Sub Total (Rs.)  Total (Rs.)

Store  & Spares as per General 
Ledger as on 31.3.2003

Stores & Spare (Revenue items as
per Balance Sheet as on 31.3.2003)

65953056.19

65953056.19

Then the prepared Annexures are analysed as below-

5.9. Price Impact between Average Price as per PSL 

and Corresponding Last Purchase Price-

i) The average price as per price stores ledger has been 

compared with the corresponding last purchase price as 

per D.R.R. (daily receipt report) as the General Ledger 

balance of stores and spares was in full agreement with 

the balance as per priced stores ledger.

ii) It is seen that the last purchase price as per DRR is 

greater than the average price as per PSL in some cases. 

There are 186 number of items having a positive price 

impact of Rs. 61,89,120.89 (As per Annexure-IA).

Interpretation-The inventory value as per PSl has to be 

increased by an amount of Rs. 61,89,120.89.

iii)Further, the last purchase price as per DRR are lesser 

than average price as per PSL in 242 number of items 

having a negative price impact of Rs. 29,05,493.75 (As 

per Annexure-1B).

Interpretation-The original inventory value as per PSL 

should be reduced by an amount of Rs. 29,05,793.75.

5.10. Items Showing Quantities and Values in PSL 

without Cardex Balance The balance quantities in 736 

items are appearing in the Priced Stores Ledger with a 

value of Rs. 97,51,235.63 for which the corresponding 

cardex balances were showing as nil balance as on 

31.03.97.(As per Annexure-2). The balance quantities 

in the carded were checked and found to be authentic as  

nil balance.

Interpretation-The omission to record the issue of 

materials in the relevant material code in the priced stores 

ledger might have resulted in balance quantities with 

such a high value.

5.11. Items Showing Balance Quantities and Values in 

the Cardex but not Appearing in PSL-

It is  further observed that there are 142 number of items 

showing balance quantities as per cardex having a value 

of Rs. 11,49,331.11 (As per Annexure-3).The 

corresponding items in the Priced stores ledger show nil 

quantity balance.Source: Annual Report of King Coal Company Ltd.
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Interpretation-As the cardex quantity balances are 

considered as physically verified and found to be 

authentic and 142 items carrying a value of Rs. 

11,49,331.11 has not been added to the value of inventory 

as per PSL.

5.12. Items Showing Balance Quantities and Values in 

the Cardex which are not found in the PSL

There are 160 items appearing in the stores carrying a 

value of Rs. 5,66,167.11 for which the cardexes have 

been maintained. The receipt and issue transactions have 

been taking place.

But the material codes of these items are not found in the 

Priced Stores Ledger. As the average rates of these items 

are not available DRR rates have been taken to account 

for these materials (As per Annexure-4A).

Interpretation-However, there are about 6 items for 

which neither the average rate nor DRR rate is available. 

So these items should be accounted for in PSL by 

allotting some token price. As the items are available in 

the stores cardexes ,these should be accounted for in the 

Priced Stores Ledger keeping in view the possibility of 

pilferage/damage/misuse of such items.

5.13. Items showing NIL Quantity Balance in the 

Cardexes and having Transactions  Since 1st April 2000 

which are not found in the  PSL.There are 255 items for 

which cardexes have been maintained which show nil 

quantity balance as on 31.03.2003. These items are not 

found in the stores ledger.

Interpretation-As these items are having transaction of 

receipt and issue since last three years preceding 

31.03.2003. there are further chances of transactions of 

these items in near future. (As per Annexure-4B). 

The transactions have been started after 31.03.2003 in 

some cases for which these items have not been 

incorporated in the Priced Stores Ledger.

5.14. Items showing Balance Quantities and Values in 

PSL although the Cardexes do not Exist in the Stores.

While items were having the code number with quantity 

and value but without description and part number and 

some of the items with descriptions also, such items 

having descriptions in PSL existed in the stores cardexes 

having similar descriptions but under different code 

number and varying quantities and values. It will be of 

interest to note that such items with descriptions while 

existing in the stores cardexes also appeared in PSL with 

similar descriptions and same code number of cardexes 

with same quantities and value in PSL elsewhere.

Interpretation-Some of the items which appeared in 

PSL but with code numbers, quantities and values, no 

descriptions and part number of items, could be found 

out any where in the store cardexes. It might be possible 

that while entering the receipt and issue to the computer 

through batch processing system wrong material codes 

might have been entered which do not exist in the master 

file.

5.15. Items showing NIL  Quantity Balance in PSL

Although the Cardexes do not Exist in the Stores-

There are 393 items available in priced stores ledger 

showing nil quantity balance but the relevant cardexes 

are not existing in the store.

Interpretation-The reason of discrepancies in these 

cases are also found same as explained In Para 4.09(I) 

except that the items shown in Annexure-6B have no 

quantity balance.

5.16.(i) Quantities in the Cardexes are more than 

Quantities in PSL with Value.

There are 370 items carrying a value of Rs. 37,05,251.47 

whose numerical balances in the cardexes are more than 

the corresponding balance quantities in the price store 

ledgers (As per Annexure 10A).

Interpretation-Such disparity in quantities might have 

been resulted due to the entry of wrong receipt & issue 

either in cardexes or in the PSL.

(ii) Quantities in the Cardexes are less than 

Quantities in PSL with Value-

There are 541 items carrying a value of Rs. 88,55,828.02 

(Refer Annexure-10B) whose numerical balance 
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quantities in the cardexes are lesser than the 

corresponding balance quantities in the PSL.

Interpretation- This has resulted in to increase in the 

value of PSL due to wrong entry in the PSL.

5.17.While scrutinizing the Priced stores Ledger it is  

observed that the value obtained by multiplying rate by 

the quantity of some of the materials were more than the 

values as appeared in PSL in these case (Refer 

Annexure-9A).

Interpretation-Such difference of amount obtained uup 

toRs. 50/- is ignored because it may be because due to 

averaging of price as well as rounding off. 

(ii) PSL Quantity X rate < Value as per PSL-

In some other cases we have found that the value 

obtained by multiplying quantities with PSL rate are less 

than the value appeared in per PSL.

Interpretation-Such difference of amount obtained up 

to Rs. 50/- is ignored because it may be because due to 

averaging of price as well as rounding off.

5.18. Items showing NIL Quantity Balance in the Stores 

without any Transactions since last three years or more- 

Interpretation-There are 4296 cards showing nil 

balance quantity as on 31st March, 2003 and there are no 

transaction of receipts and issue for three years or more 

prior to31.03.2003 (Refer Anneuxre-7). 

Some of these items are also not found in the PSL as on 

31.03.2003.

5.19. Items showing NIL Quantity Balance having 

Transactions after 31st March, 2003 although no 

Transactions since 31st March, 2000.

Interpretation-There are 24 items showing nil quantity 

balance as on 31st March, 2003 having no transaction 

since 31st March 2000.

5.2 Non-Moving Inventories with Quantities and 

Values 

Interpretation- The Octopus Regional store is under 

operation since NCDC (National Coal Development 

Corporation) period from 1971. It had been supplying 
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materials to the open cast as well as underground mines. 

Some spares are remaining unutilised in the stores since a 

long period.

The detailed age-wise analysis of non-moving items are 

summarised below :-

S.No. Items No. of 
Item

Value (Rs.) Annexures

Items not moved since (1-2) years
(Since 31.03.02 but not before 31.03.01)

1.

2.

3.

4.

5.

Items not moved since (2-3) years.
(Since 31.03.01 but not before 31.03.00).

Items not moved since (3-5) years
(since 31.3.00 but not before 31.3.98).

Items not moved since (5-10) years
(since 31.3.98 but not before 31.3.93).

Items not moved for more than 10 years

Total

466

379

358

532

1,450

3,185

27,69,640.42

15,00,615.68

17,57,921.78

20,33,481.13

10, 77,934.17

91,39,593.18

5A

5B

5C

5D

5E

The non-moving inventories for more than ten years 

carrying a value of Rs. 10,77,934.17 are lying in the store 

since a long time. The non-moving inventories for more 

than 10 years are no longer being utilized by the Area. 

Some of the items out of five and ten years non-moving 

inventories are obsolete in nature.

5.21. List of Items used in Open Cast Project (OCP) / 

Work Shop with Value-

Interpretation-There is only one open cast spare 

containing 2 pieces remaining unutilized in the stores 

carrying a value of Rs. 15,350.40 as the stores in 

presently catering the need of underground mines, these 

items should be transferred to other stores catering the 

need of open cast mines on depot transfer basis.The value 

of workshop items is Rs. 61,768.55 which is part of 

inventory value as per PSL.

5.22. List of Items Showing Obsolete Spares with 

Values-

The obsolete spares are recognized on the basis of 

discussion with the stores personnel It is observed that 

most of the items of obsolete nature are from non-moving 

inventories for five and ten year. There are 526 items of 

obsolete spares carrying a value of Rs. 37,97,60.09 lying 

in the stores. (As per Annexure-12).
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Interpretation-Most of the spares are related to the 

equipments which are no longer in use by Orient Area.

5.23. Unidentified Items

Interpretation-At present all the items available at the 

stores are identified items. A Compliance Report may be 

obtained from the store officer so as  to ensure that all the 

items available in the stores are identified items.

5.24. List of  Double Cards

Interpretation- Some double cards have been sorted out 

during the course of scrutinizing the cardexes. These 

double cards exist mostly in the general consumable 

stores. In these cards, items of different description exist 

in same material codes. There are 29 double cards 

existing in the Stores.

5.25. List of Items Showing Negative Balance

There are 5 items showing negative balances in the stores 

cardexes (As per Annexure-13B).

These items were physically verified  and observed that 

some quantity balances are still lying in the stores. This 

might have resulted due to wrong recording of the receipt 

and issue of materials in PSL. Secondly there is a 

possibility that the old returned items remaining in the 

stores might have been issued and entered in to these 

cardexes without recording the receipt of such returned

materials resulting in to negative balances.The above 

anexures are to be reconciled as below:-

5.26. Quantity Reconcialiation (Statement- II & III)Table-III
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Interpretation-

1.There are 12,992 number of cardexes as available in 

stores as on 31.03.2003. The items of stores found in PSL 

but not available in stores cardexes should be added. The 

items found in the stores cardexes but not available in 

PSL should be deducted. As a result, 13,333 number of 

items will be available in PSL as on 31.03.2003 wide 

Statement -II.

2.From the Statement -III it is inferred that there are 8720 

number of cardexes to be incorporated in to the Master 

File of the computer for the purpose of Priced Stores 

Ledger and for the introduction of On Line Material 

Management System (O.M.M.S.).

After the quantity reconciliationis over , the value 

reconciliation has been done as below:-

5.27. Value Reconcialiation (Refer Statement -IV)

Interpretation-

1.The stores and spares appearing in the Priced Stores 

Ledger amounting Rs. 6,87,39,480.72 has come down to 

Rs. 4,96,70,539.07 after adjustment of all the points of 
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reconciliation causing there by a reduction of inventories 

by an amount of Rs. 1,90,68,941.65 which is 27.74% of 

inventory value as per Priced Stores Ledger.

2. Such reduction of stores and spares indicates that the 

internal control system  in operation in the Orient Area 

with regard to stores management vis-à-vis financial 

reporting of raw materials through Priced Stores Ledger 

need to be strengthened.

Value Reconciliation as on 31.3.2003

61,89,120.89

(29,05,493.75)

11,49,331.11

5,66,167.11

37,05,251.47

(88,55,828.0)

36,143.47

25,842.82

1,97,51,235.63

6,87,39,480.72

32,83,627.14

17,15,498.22

(51,50,576.55)

10,300.65
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5.29. Pricing of Daily Receipt Report (DRR):

The difference which arises between the DRR pricing 

based on purchase order rate and the actual price based 

on bill value be adjusted regularly whenever  the need 

arises.

7. Conclusion - The following conclusions  have 

emerged from the present study :-

7.1.1.On line Material Management System 

(OMMS):

The suggestion of Area level committee to allocate 11 

digit codes need to be formed in order to complete the 

exercise so that the on Line Material Management 

System (O.M.M.S.) could be introduced as soon as 

possible for effective control of material management 

and its accounting.

7.1.2.Once the exercise as above will be completed and 

the On Line Material Management System is proposed to 

be introduced, it has to be ensured that no transaction of 

stores is done outside the purview of computer keeping 

adequate provision to cover the emergency stores 

transactions made by projects with in the computer.

7.2. Double Cards-In order to remove the further 

occurrence of double cards we suggest in the following 

lines :-

f) All materials be segregated standard as well as non 

standard wise.

g) The standard as well as non-standard materials codes 

should be indexed class and subclass wise in a 

consecutive manner.

h) Creation of new material codes should be attempted 

subject to confirmation from the finance department 

about the non existence of such codes in the priced stores 

ledger.

i) After the material code is created the intimation 

should be given to the computer department for suitable 

incorporation in the master file of the computer.

j) Creation of non-standard material code may be 

avoided.

7.3. Classification and Codification of Materials - 

Universal 12 digits Material Codes have been prescribed 

by King Coal Company Ltd as follows:

The 12 digits code denotes the first two digits as class of 

items( say 11), next two digits as sub class(say 22), next 

three digits as sub-sub class (333), the next four digits as 

the number of items (0001 to 9999) and the last one is 

called computer check digit. If the above code is 

introduced in the computer then the classification and 

codification of materials will be properly done which is a 

first step to transparent valuation of store and spares.

7.4. All the Annexures from 1 to 13A as above should be 

prepared and reconciliation process should be started.

7.6. Correct Financial Reporting of Inventories- 

The study reveals that the valuation of store and spares at 

1,91,76,555.48

18927791.11

4,96,70,539.07

1,90,68,941.65

quantities although the

Vol. 7 No. 1, Jan-June 2014 



IMR - MANAGEMENT SPEAK
A Bi-annual Journal

82

the end of the financial year after reconciliation reflects 

the correct figures which represents the unconsumed 

stores and spares in the Stores.This excercise will benefit  

the company by way of saving  income tax to the extent 

of Rs 64 lakhs( tax rate @ 35% of reduced inventories 

amounting Rs  1.9 crores) which would have to be paid if 

the reconciliation had not taken place.

7.7.Applicability to Manufacturing Company:    

The reconciliation process is helpful to the 

manufacturing company wthere the materials are 

required to be kept as stock in advance in order to avoid 

production held up.

7.8. Manipulation in case of Loss making  Company : 

The unscrapulous manager tries to hide his own 

inefficiency and shows the window dressed profit by 

inflating the value of inventories. Thus, the true financial 

positon of the company can be obtained by a 

reconciliation of Numerical Ledger with the Priced 

Stores Ledger.

7.9 Manufacturing Planning Process : Proper planning 

from procurement of raw materials to production process 

can be easily planned with minimum working capital by 

the help of OMMS.

7.10 Benefit to Income Tax Department : At the 

interest of Revenue, the Revenue Dept.of Govt. of India 

should insist to the company to furnish   NL-PL 

Reconciliation Report of inventories in all 

manufacturing company having a sizable number of 

cardexes which helps  to correctly assess the income tax 

at the interest of revenue.

7.11. Benefit to the investors:

The quartely financial statement furnished by the listed 

companies to the SEBI should contain a NL-PL 

Reconcialiation Report which will eliminate the 

posssibility of showing window dressed profit by the 

listed companies to attract the investors.

7.12. Legal Aspect of NL-PL :  In view of collapse of 

MNC like Enron and Worldcom the Govt. of India should 

amend the following rules in order to have a good 

corporate governance as follow-

a)The AS-2 should be converged to include the NL-PL 

Report as  compulsory to the annexures to the Financial 

Statement in manufcturing compnaies .

b) The Cost Audit Report of the manufacturing 

companies should include in the Para of Inventories a 

NL-PL Report on a compulsory basis.

c) The Statutory Auditor of the company should certify 

the closing stock  of stores and spares after verifying the 

NL-PL Report .
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A Case  Study: SAVVY- The Way to Success
Dr. Shubha Johri

Dr. Prerna Jain

"Don't wait for golden opportunities, turn 

opportunities into gold."

This case is about a garment export firm, Savvy 

Corporation, based in Jaipur, Rajasthan. The firm has 

an exposure of 24 years in the international market. This 

case presents an overview of the organisational 

operations of the corporation. These are Supply Chain 

Management, Marketing Operations, Labour Policies 

and Quality Management. The analysis of these 

operations gives an insight into the guiding forces 

behind the corporation's success. The case discusses the 

corporation's future scope and the challenges to be 

dealt with.

Key words : Quality Management, Supply Chain 

Management, Duty Draw Back etc.

1. Introduction

Savvy Corporation, a leading export house for 

readymade garments, was incorporated in April 1991 by 

Hazari Lal and his wife Madhu Rani. It was set-up in a 

prime industrial area of Jaipur, called Sitapura. This 

renowned export house had been exporting readymade 

ladies garments to USA and European countries 

particularly Italy, France and UK.

They started as a small company with small number of 

employees and just 5 machines and had transformed 

into a big export house with more than 150 technical and 

semi skilled labors and machines. They achieved a 

growth rate of 15 percent in the last year in the highly 

competitive industry which is growing at a rate of 25 -30 
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percent. 

2. Operations

Supply Chain Management

Supply chain is highly integrated within the garment 

export industry where relationship between levels of 

intermediaries is of great importance. Savvy Corporation 

carried a small supply chain in which the process was 

started at the manufacturer's end, it was facilitated by raw 

material suppliers and was terminated by the buyers.

Export house purchased grey cloth from textile mills 

situated at Erode in Tamil Nadu and Mumbai. Grey cloth 

had many varieties e.g. Cotton, Rayon, Chiffon, Lycra, 

Hosiery etc. Grey cloth was given to dyers and printing 

mills. The printed fabric was brought to the export house 

for being cut, stitched, finished, checked and finally 

packed for shipment. This was sent to buyers or agents 

who were working for the customers situated at US and  

European countries. Design, prints and colors were most 

of the time specified by buyers as per demands of 

customers. 

2.1 Order Procurement

Once the garment was ready the exporter would send the 

samples along with quotations to the buyers in certain 

numbers. For e.g. initially one sample was sent and if it 

was approved by buyers with some alterations then six 

and later twelve samples were sent. Then the two parties 

negotiated the various conditions regarding price, 

quality, quantity delivery etc.

Government had initiated various schemes such as 

Special Import License and increased Duty Draw Back 

rates etc. Interest rates on loans had been reduced to 9 

percent to encourage growth of garment manufacturing 

companies.

2.2 Management of Quality

This whole process required an uninterrupted flow of 

material from one level of chain to other subsequent 

levels which, if broken, could create great loss in terms of 

money and reputations. They had been very efficient in 

satisfying their customers but some times dependency on 

suppliers of grey cloth and getting this dyed and printed 

by other sources created problems in ensuring timely 

delivery of product.

They had consistently maintained a good quality of their 

product. Their merchandised outfits were ISO 9001 

certified. They also received Ladies Entrepreneurship 

Award from Rajasthan government for improvement and 

promotion of export in the 2008.

2.3 Transportation

Normally the consignment was sent via road transport 

through trucks to Delhi or Mumbai and then shipped to 

destination countries. On the specification of buyers 

goods were also delivered by air to various destinations 

to ensure rapid delivery. 

Forward & Backward Integration

Forward and backward integration are based on vertical 

integration. The supply chain efficiency of Savvy has 

been strengthened by focusing on its forward and 

backward linkages. The forward integration and 

backward integration is differentiated on the basis of 

focus given to integration. In forward integration, 

companies focus to expand their distribution or in other 

words improve the placement of their products, while in 

backward movement they focus to develop linkages with 

suppliers to reduce overall dependency.

Although Savvy has been doing both simultaneously but 

its focus might have been more towards forward than 

backward depending on specific corporate needs. Export 

house has tied up with grey cloth suppliers in Tamil Nadu 

but may be due to some of the coordination issues and 

transportation and delivery problems they have not been 

able to reap enough benefit out of this linkage.

Savvy has successfully maintained its forward linkages 

with buyers by developing a chain of agents who 

remained connected to buyers at US and European 

markets for their specific requirements of colour and 

fabric etc. 

Marketing

Savvy Corporation had been very quick in meeting out 
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the preferences of customers by providing highly 

customized creative offering. But they also realized the 

growing competition from low price manufacturer like 

China, Bangladesh and Nepal. They had been promoting 

their products at the exhibitions and fairs in different 

countries. Their sincerity towards customers and other 

various links of supply chain had simply paved the way 

for stupendous growth despite the fact that recession had 

severely affected growth of many companies in almost 

every sector of economy. Their garments were associated 

with the brand names given from the buyer's side which 

included GIRL TALK, STUDIO WEST, BEST 

MOUNTAIN etc.

Human Resource

The organizational hierarchy was simple and task 

oriented. The total strength of human resource was 

approximately 150 including 40-50 technical labour 

(which included Pattern Master, Merchandiser, Export 

Managers, and Supervisors) and 100 semi skilled and 

unskilled personnel. Labour was recruited through 

advertisement in newspapers and display of vacancies at 

the factory premises. Company offered provident fund, 

Employee State Insurance Schemes with a host of other 

benefits like bonus, overtime, allowance for working on 

holidays etc. Semi skilled labour was paid on piece basis 

while unskilled labour was paid on hourly basis. Despite 

good work environment job stability was not so high with 

semi skilled and unskilled labour which created a major 

bottleneck against timely delivery of orders. Difficulty in 

retaining skilled labour led to further escalation of cost as 

company had to every time train the new labour on 

various aspects. Sometimes the job of embroidery, 

knitting and beads sequencing was given to outside 

sources at Sanganer and Amer area which further created 

hassle in timely delivery.

3. Challenges  

=With the end of the MFA era in 2005, the 

opportunities and threats had posed tremendous 

challenges to the textile industry. Savvy's Competitors, 

mainly from China, Bangladesh and Nepal, had given 

them tuff competition. Although MFA expired, non-tariff 

barriers have been resorted by the importing countries. 

The buyers had also started laying focus on the eco-

friendly garments. 

=With rationalization of imports by government by 

the year 2012, there had been apprehensions that 

competing countries like Vietnam and Bangladesh might 

sell their cheaper goods in Indian market.

=Absence of world class modern processing houses 

and knitting facilities had been one of the challenges to 

produce value added products.

=Growing attrition of labour had created problems in 

maintaining quality and timely delivery of orders.               

=Technology up-gradation was the biggest challenge 

as it entailed huge costs.

Despite being engulfed in these complexities SAVVY 

Corporation had its own knack and expertise which was 

hard to comprehend and had hold its head high for 

exports. What had been attained given the limitations is 

quite enviable.

4. Future Scope

Although Savvy's achievements had been commendable, 

but there is a vast scope open for them to capitalize this 

market. Although Savvy Corporation had its own 

strengths, but looking at the strengths of their 

competitors, the job ahead for them is therefore, quite 

challenging, but certainly not beyond their reach. This 

would indeed require a timely support from the 

Government. 

Questions

Q1. In light of the information given in this case, 

critically evaluate the strategies for growth employed by 

Savvy Corporation.

Q2. How should Savvy Corporation improve its 

performance in order to achieve a higher share of global 

market?

Q3. How can Savvy Corporation overcome the various 

difficulties that create problems in quality and timely 

delivery?
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5. Teaching Notes

1. The growth prospects for Indian Garment Industry is 

quite promising because of the cost effective 

procurement of raw material, cheap labour and speedy 

adjustment of apparels according to the changing 

requirements.

In the words of N Subramanian, Managing Director of 

Aristo Impex, a manufacturer and exporter of readymade 

garments, Tirupur, Tamil Nadu "At present, India is 

being considered as the next pioneer country in the 

readymade garment export business. It is noticed that 

foreign buyers are keen on dealing with Indian garment 

exporters. In the face of such demand, Indian garment 

manufacturers and exporters constantly have to maintain 

high quality in finished products and continuously 

provide variations in style and design to attract the 

attention of prospective buyers." 

SAVVY Corporation needs to convert its strengths into a 

competitive edge, while minimizing the impact of 

weaknesses that hinder its growth, so as to enable it to 

emerge as an international cost and quality competitive 

supplier.

2. The purpose of this case is to make students aware of 

the various procedures and strategies in the readymade 

garment export industry. The case will be discussed in 

groups consisting of 4-5 students.

3. The case should be discussed with the help of value 

chain analysis and SWOT analysis.

Appendix 

=The Multi Fibre Arrangement (MFA), also known 

as the Agreement on Textile and Clothing (ATC) 

prevailed from 1974 till 2004.  It expired on January 1, 

2005. This arrangement was meant to curb the exports 

from developing countries to the developed ones. Reason 

for this arrangement was to limit the flood of cheap 

textiles from the developing countries and give sufficient 

time to the developed countries to compete with the low 

cost, labour intensive countries.

=According to the study by India Bulls Securities, 

"Indian Textile Industry is one of the leading textile 

industries in the world. It contributes 14 per cent to 

Indian industrial production, 4 per cent  to the GDP and 

around 17 per cent to the total export earnings and the 

largest foreign exchange earning sector in the country. 

Readymade Garments account for approximately 

41 per cent of the country's total textiles exports." More 

than hundred countries imports Indian textile products. 

The major importing countries are European Union and 

U.S.A., approximately two-thirds of India's textile 

exports are to these countries.

=In times of economic slowdown, an industry 

survives because of the profound customer relationships 

and also due to cost efficiencies. It is time for India to 

reflect how competitive the textile industry is.
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Study Purpose:

This study aims to understand the gap between 

agricultural producer prices in the UP and the prices 

paid by the consumer, with a view to explaining the 

decisive factors in this area in agricultural sectors 

supply chain and with the help of this analysis 

improving the situation of producer income and the 

prices charged to consumers.

"We'll look at the gap between wholesale, retail 

prices": Pranab

Concerned over the huge difference between wholesale 

and retail prices of farm produce, the then, Finance 

Minister Pranab Mukherjee said the government would 

be looking at various options to deal with the problem.

"There is a huge cost of intermediation from farm gate to 

kitchen....discussion is necessary to address this 

problem. Suggestions are needed from MPs, Chief 

Minsters and those who are involved," he said, 

intervening in a special discussion on price rise in the 

Lok Sabha. He wondered what poor farmers could be 

getting as there is a huge gap of Rs 6 to 7 per kg in mandi 

(wholesale) and retail prices.

Agriculture Produce: Indian Scenario

India, where 72 per cent of the population lives in 

village and nearly the similar percentage still depend 

upon agriculture, is the second largest vegetable and 

fruit producer in the world with the production of 150 

million tonnes of fruit and vegetables and about 15.7per 

cent of India's GDP (at 2004-05 prices) and 10.23 per 

cent (provisional) of total exports besides providing 
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employment to around 58.4 per cent of the work force.

The agriculture is the backbone of India. After Brazil, 

India account for 10 percent of the world production in 

fruits and second largest producer of vegetables, 14 

percent of world production, after china. The range of 

agriculture products includes vegetables, fruits, spices, 

aromatic plants, mushroom etc. India is the centre for 

biodiversity in plants, animals, insects, micro-organism 

and accounts for 17 per cent animal, 12 per cent plants 

and 10 percent  fish genetic resources of the globe. 

Agriculture 15 per cent of total exports and provides 

employment to 58.4 percent of country's work force. In 

India vegetarianism is a strong influence where around 

35 percent (425 million) population is vegetarian with 

lowest proportion in Kerala (3 per cent) and highest with 

Rajasthan (62 per cent), Haryana (60 per cent), Gujarat 

(50 per cent), Punjab (48 per cent), Madhya Pradesh (38 

per cent) and Uttar Pradesh(35per cent) that 

automatically create the demand of the Fruit and 

Vegitables. Indian meal typically includes green 

vegetables, potatoes, tomatoes, onion, peas, wheat, rice, 

pulses etc and mango, banana, apple, orange in fruits. 

The critical issues that plague Indian agriculture, which 

provide employment to 58.4 per cent of the workforce of 

India, are (1) price gap between the price received by the 

producer and price paid by the consumer and (2) hike in 

price up to 60 -80 per cent without adding any value to it.

Both the above mentioned issues are related to the supply 

chain system of agriculture industry. In India, the 

Agriculture supply chain network is very complex 

because of the perishable property of the goods and 

numerous small stake-holders. The supply chain 

infrastructure in agriculture produce includes storage, 

packaging and distribution etc, play important role but 

still considered to be very weak which leads to wastage 

and hike in price of vegetables and fruit produce. 

Previous research shows that customer normally pay 

approx. 35 per cent more than what would be paying if 

supply chain improved. Other side farmers get only 40 

per cent, of what customer pay at retail outlet. This shows 

that farmer's realization as a percentage of customer 

prices, for the product, is very small where customer ends 

up paying plenty of money for the same product.

Research Study:

To explore the possibilities of reducing the above 

mentioned price gap, the study of Agriculture produce 

supply chain system was conducted covering the factors 

like Market Structure, Storage, Packaging and Handling, 

Connectivity, Distribution, Wastage, and Price in 

traditional system. 

Objective:

The objective of this study is to understand the gap 

between agricultural producer prices and the prices paid 

by the consumer in the UP, with a view to explaining the 

decisive factors in agricultural sectors supply chain and, 

with the help of this analysis exploring the possibilities of 

improving the situation of producer income and the 

prices charged to consumers.

Research Methodology:

For the above study, the primary data was collected 

randomly through an in-depth interview with farmers, 

agents, wholesalers, retailers, and customers using a 

questionnaire, from various major cities and district of 

Uttar Pradesh. A total of 75 farmers, 25 intermediaries, 

65 retail formats and 100 consumers were selected in 

aggregate from the entire supply chain format. 

Research Findings:

Market Structure: Farmers in U.P are still use 

traditional system of Periodic Rural Market (PRM) 

(haat), Assemble Market (AM), and Terminal Market 

(TM). PRM also known as farmers market normally 

operates in nearby area on any specific day of the week 

where farmers directly sell highly perishable vegetables, 

short life of one to two days, to the consumer at nominal 

rate. In AM the farmer sell to the consolidators, who 

assemble, consolidate and transport elsewhere in the city 

or market, with the payment to farmer depending on the 

sale price at the regulated market that is off course very 
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less in comparison to the price consolidator or agent will 

get. At TM, produce is sold to consumers, consolidators 

for further distribution in the distinct markets or Export.

Packaging and Handling: For the packaging of 

Vegetables and Fruits in U.P., farmers use gunny bags, 

plastic boxes, cloth bag, wooden box, plastic crate, Jute 

Bags depending upon the vegetable available for 

packaging like Tomato and Mango in wooden box, 

Potato in Jute bags. As the proper packaging and 

handling facilities are not available in all the locations in 

U.P. cost of packaging of Vegetables and Fruits ranges 

anywhere from 10 per cent to 64 per cent of production 

costs. Handling / Assemble of the Vegetable and fruit is 

done manually on the ground in shade or even without 

shade. Informal sorting and grading, removal of highly 

damaged fruit and very small size, will leads to black 

strain, damaging of Vegetable and Fruits and result into 

low market price and low storage life.

Storage: In U.P., especially in case of potato, the vast 

majority of potato producers are small farmers. Potatoes 

are a cash crop even for the smaller potato farmers. 

Farmers usually consume part of what they produce. 

Given the strong profit motive of farmers and run up in 

prices after the main harvest, nearly all potato farmers are 

interested in storing some or what they harvest either in 

cold storage or in rustic storage or both. But because of 

growth in cold storage capacity has not been able to keep 

pace with the increase in potato production, farmers may 

either have to pay much higher rental rates for space in a 

cold store or absorb high transportation expenses to find 

storage space in other areas, if storage space can be found 

at all. Frequent power cuts and shortages also increase 

the risk of heavy losses despite having actually secured 

and paid for cold storage space for farmers. Farmers have 

also reported that they were not compensated for losses 

or damage occurred to the potatoes in cold stores.  

Further they were charged more by cold storage 

operators. They often could not borrow money for using 

the potatoes kept in the cold store as collateral, and that if 

they could borrow, it was only at exorbitant interest rates 

based on farmer's declarations that they typically store 

from 1,000 to 20,000 kg. 

Source: Indiastat.com; http://www.indiastat.com /table/

agriculture/2/coldstorages/32430/518068/data.aspx

State UTs Total Number Total Capicity

Uttar Pradesh

West Bengal

Punjab

Gujarat

Bihar

Andhra Pradesh

Madhya Pradesh

Maharashtra

Karnataka

Haryana

Delhi

Kerala

Other States

India

1589

463

422

398

246

290

197

466

170

244

95

193

608

5,381

1,01,18,000

56,82,000

13,45,193

12,67,304

11,47,041

 9,00,606

8,08,052

5,46,748

4,07,165

3,93,121

1,26,158

58,105

16,51,159

2,44,50,652

Table 1: Cold Storage in India

Connectivity: For transportation of vegetables and fruits 

farmers or consolidators normally use Road network but 

connectivity with road and rail is a major issue here in 

U.P. and its play vital role in supply chain inefficiency. 

Many villages are not connected well with proper roads 

or rail network, so transferring goods from these 

locations to main market is time consuming and a real 

challenge and this force farmer to sell their produce 

either immediately after harvest at low price which 

sometime results in glut situations or requires a cold 

chain arrangement to maintain the quality and extend the 

shelf-life which result in increase in cost.

Distribution: 

Distribution network in U.P is very complex because of 

number of small agents between producer and consumer. 

In distribution network of agriculture produce number of 

intermediaries like Consolidator, Commission agents, 
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Wholesaler, Semi wholesaler and Retailer are involved 

in multiple layer who intervenes between the producers 

and consumers. 

These mentioned channels serves to bridge the gap 

between the point of production and the point of 

consumption thereby creating time, place and possession 

utilities. As Numbers of mediatory like Consolidator, 

Farmer

Consolidator

Retail Chain/
Supermarket

Wholesalers Food Processing 
Industry

F & V
Retailers
in local
Market

Open Market
(Sabzi Mandi)

Mobile 
Store

(Thela Wala)

Consumer

Food Service
Industry

Different Stages 
in Distribution

Amount 
in Rs.

Amount 
in %

Farmers Price

Consolidator commission

Packaging charges

Transportation charges

Loading / unloading

labour charges for cleaning

Wholesaler Commission

Agent Commission

Retailers commission

Other expanses

Cost of Potato consumer price

9

0.9

0.45

0.27

0.27

0.45

0.72

1.35

2.25

1.8

10%

5%

3%

3%

5%

8%

15%

25%

20%

Final Price
at every

State in Rs.

9.9

10.35

10.62

10.89

11.34

12.06

13.41

15.66

17.46

18.00

Commission agents, Wholesaler, Semi wholesaler, 

Retailer are involved in distribution of the produce, this 

first increase the cost of the produce as each intermediary 

adds the commission and also due to multiple handling it 

increase the wastage and cost in transit. 

Wastage: Wastage in Agriculture produce supply chain 

is very high in U.P. and varied from around 10 to 35 per 

cent of the production that is same as the average wastage 

in INDIA. The wastage in U.P. is mainly due to un-

availability of cold storage space. Power condition in 

U.P. is in bad shape this is certainly adversely affecting 

cold storage like other industrial units. Though, recently 

some steps have been taken to ensure regular power 

supply to cold storages, nonetheless, losses of a portion 

Name of 
Vegitable 
& Fruit

Brinjal

Cabbage

Cauliflower

Lady's finger

Peas

Onion

Potato

Tomato

Mango

2007-08 2008-09 2009-10 2010-11

Production in 000 MT
Wastage*

96.5

68.7

158.4

102.1

1398.6

295.8

11094.9

323.2

265.9

88.6

56.1

167.2

112.2

1464.8

308

10809.9

232.1

271.2

90.9

38.7

180.9

131.2

1465.8

315.9

13447

252.9

276.4

94.5

40.2

194.5

139.5

1557.4

370.9

13577

263.1

267.2

20-22%

12-15%

20-25%

8-10%

8-10%

5-6%

35-40%

15-20%

12-15%

Table 3: Production and Wastage detail of Vegetable and fruits

of total horticulture produce cannot be ruled out. 

According to our estimate, it may go up to 35 per cent of 

the total produce in case of potato. Another reason of 

wastages are multiple and improper handling, improper 

packaging, poor infrastructure, and lack of Refrigerated 

Carriers that leads to in-transit wastage of the produce.  

Due to all the price of the produce increases without 

actually adding any value to it. 

Prices: Price is the main concern in U.P. where a farmer 

gets only 30-40 per cent of what customers pay at retail 

outlet in urban market. Reason for this huge gap is 

improper facility for sale, unavailability of cold storage, 

lack of transparency in price at farmers' level, number of 

Table 2: Potato Price as on 26th June 2013
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Conclusion :

Above finding shows that still we have scope of 

improvement in agriculture supply chain that improve 

the availability and quality of the produce and 

simultaneously lower down the price to the consumer 

and enhance the realization to the farmers. Instead of 

following the traditional market concept (TM, AM, 

PRM) government and private owners have to establish 

the regulated market and collection centers with a view to 

protect the interest of the farmers and malpractices of 

brokers.  

The realization of the farmers can be enhanced with the 

entry of private players to whom farmer directly sell the 

product instead of brokers. This will increase the 

transparency in price and also increase realization to the 

farmers.

Finding shows that there is no proper link between 

demand and supply of horticulture produce. The 

production is taking place irrespective of its demand in 

the market due to which, price-crash has become a usual 

phenomena. Therefore, mismatch between production 

and supply should be abolished.

Storage is another issue that leads to increase in price of 

the product. Frequent power cuts and shortages also 

increase the risk of heavy losses despite having actually 

secured and paid for cold storage space. In this research, 

Farmers have also reported that they were not 

compensated for losses and damages occurred to the 

potatoes in cold stores.  

Wastage is also another area where farmers have to work 

a lot. There are many reasons for wastage like multiple 

handling, improper packaging, power cut in case of 

storage, and unavailability of cold chains for 

transportation. Research shows that wastage in 

agriculture supply chain is up to 40 per cent that again 

increase price of the product. To reduce the wastage, 

mechanize handling must be introduced.  

Name of Fruit & 
Vegetable 

Average Price 
received by

farmer (Rs./Kg)

Average Price Paid 
by Consumer 

(Rs./Kg)

Cauliflower (per pcs)

Lady's finger

Peas

Onion

Potato

Tomato

Mango

3

6

5

5

5

6

7

10

15

15

10

13

18

18

Table 4 : Farmer price and Customer Price

intermediaries, multiple and manual handling, wastage. 

That led to poor price realization for the farmers. 

Majority of farmers have small harvest size that lead to 

diseconomy of scale and finally force farmers to sell at 

lower price. Another major reason for this price gap is 

uninformed farmer far from consumer brought 

undifferentiated mix of quality and size. The finding of 

this study shows huge variation between price at which 

farmers sold the product and price at which consumer 

bought. 

The study shows that in case of potato in nearby market, 

in off-season (Apr - Oct), the difference is around 8-10 

Rs. /Kg and in season (Nov - Mar) it is approx 6.-7 Rs/kg 

that is less then off-season. This difference between 

farmer's price and consumer price depends upon the 

quality of the produce, type and season of the vegetable 

and Fruits.

Condolidator Farmer
Organized

Retailers

Organized

Distribution outlets

Processor

Retailers Consumers
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Book Review

Simply Managing - What Managers Do and Can Do Better,

Berret- Koehler, 2013

Henry Mintzberg, born in 1939 is a Canadian and known all over the world for his prolific writing and speaking on 

Business and Management, currently serves as the Cleghorn Professor of Management Studies at Mc-Gill University, 

Montreal, Quebec, Canada, where he has been teaching since 1968.

The above titled book by this best-selling author, describes a life of a Manager has "a hectic pace, lots of interruptions, 

more responding than initiating".  His observations underscore what sets his book apart from other management 

manuals.  He takes a clear look at the frenetic pace of managers life without promising to make it more orderly. 

Instead, he offers engaging illustrations to helps readers understand various managerial roles.  Incidentally his 10-

Management Roles Model sets out the essential roles managers play.  He argues that Management and Leadership are 

not separate realms, but go together to form "communityship" - engaging others in collaborations and helping them to 

unlock their strength. Mintzberg draws on his observations of the 29, mostly Canadian, Managers he first described in 

his 2009 classic - MANAGING.  In the book and review he distills the earlier work into easy- to -read, useful guide.

If you are a manager with too much to do and too little time to think, better use this book for improving your 

performance.

Mintzberg holds undergraduate degree in Mechanical Engineering and Master Degree and Ph.D. from M.I.T. Sloan, 

School of Management in 1965 and 1968 respectively. He authored more than 150 articles and 15 books.  His seminal 

book - The Rise and Fall of strategic planning  (1994)  criticizes some of the practices of strategic planning today.  He 

was a Visiting Professor at INSEAD.  He has won the McKinsey Award for publishing the best article in Harvard 

Business Review.

The Reviewer, the great pleasure, therefore recommends this book to be read and possessed by every manager who 

leads particularly a hectic pace, lots of interruptions, more responding than initiating.

K.V. Murthy,

Ex-Addl. Director, 

GHS-IMR, Kanpur.
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