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I EDITORIAL )

Theburning desire to acquire, assimilate and utilize knowledge creates an
intellectual. It is this unquenchable desire for knowledge that makes the
environment dynamicin nature. You start craving for knowledge and do not
leave any source unturned to acquireit. However acquiring knowledge should
be channelized, focused and directional. Such knowledge should serve a
purpose, it should have aobjective. Research is such adynamic medium.

Through Parivartan - Journal of Management Research we are trying to
present new aspects of research in different spheres of management. We
are bringing before you the second issue for the year 2015. The present
issue of Parivartan comprise of six quality papers by the researchers
covering the aspects of Finance, Marketing HRM & General Management.

Parivartan- Journal of management congratulates all the contributor for
their quality research articles.

Hope you all will appreciate the research articles.

Ms. Shakti Awasthi
Editor
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A Comparitive Study on Segment Reporting
Under As-17 And Ifrs -8: Empirical Evidence
From India

* Kshema Shrivastava

ABSTRACT

This paper is aimed at examining the benefits of adopting IFRS by the Indian
entities and further examines the effect of adoption of IFRS on Companies
Segment Reportingas compared to Segment Reporting under |GAAP. The paper
studies the impact of adoption of IFRS -8 by taking a case of M/s Sify
TechnologiesLtd., an Indian Listed entity gives a detailed analysis of difference
in segment disclosures data under the new standard IFRS 8 vis-a-vis the
Indian Accounting Sandard; AS-17.1t has been found from the study that there
are certain marked deviation in the Segment profit and loss as disclosed by
financial statement of M/s Sfy Technologies Ltd. as reported under Indian
GAAP and those reported under IFRS. The reason for the same are further
elaborated in the study. Further, under IFRS 8 the disclosure requirements
related to geographical segments is significantly reduced or in most of the
cases completely lost, which is a major concern to stakeholders. Further there
will be lack comparability of segment infor mation between companiesas |FRS
provides discretion to the ‘ Chief Operating Decision Maker’ to choose what
to disclose and manner in which the information can be disclosed.

Keywords: Segment Reporting, IFRS 8, GAAP, AS-17, Convergence, Sify
TechnologiesLtd.

*Research Scholar in Pt. Jawaharlal Nehru Institute of Business Management, Vikram University, Ujjain.



INTRODUCTIONTO IFRS

Theeraof ‘Globalization’ hasnot left
the capital markets and the financial
markets around the world untouched
and therefore comparison between
firms is crucial for investors and
stakeholders around the world to make
vital and necessary decisions. The
common tool used by themto takesuch
decision is accounting or financial
information. The investors make use
of thisinformation as one of the most
important input or sometimesthe sole
input in their decision making process
to decide whether to invest or not in
the securities of aparticular firm. The
differences in financial reporting
requirements and frameworks across
nations create complications and
inconsistent treatment for the
Companiesthat are globally activein
preparing consolidating and auditing
the financial statements. This
heterogeneity also render it
impossible to compare financial
information of companies from
different countries. Thedifferencesin
accounting standards creates confusion
for usersof financial statementswhich
leads to inefficiency in capital
markets across the world. It also
increases the cost of providing
supplementary information so as to
make the financial statements
comparable. This globalization of
capital markets and increasing
complexity of business transactions
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cal for a single set of high quality
accounting standards. Throughout the
world, the bodies responsible for
setting Accounting Standards in
different nations are exploring ways
to eliminate differencesin accounting
information thereby creating uniform
standards for preparation of the
accounting information so that the
financial statementsfrom anywherein
the world can be easily read and
understood by the business and
financial communities. International
Financial Reporting Standards
(IFRS)are accounting rules which
are applied while preparing the
Balance Sheet and Income
Statement of a Company and are
issued by the International
Accounting Sandard Board (IASB).
|FRS is becoming the global standard
for the preparation of public company
financial statements. Convergence
with IFRS, has gained momentum in
recent years and the accounting bodies
all over the world have realized that
the adoption of the [FRSwould enable
the world to speak the accounting
language understood by all.

In thisscenario of globalization, India
cannot insulate itself from the
developments taking place
worldwide. In India, the Institute of
Chartered Accountants of India
(ICAl) hasoriginally decided to fully
converge with IFRS issued by the



International Accounting Sandards
Board for accounting periods
commencing on or after April 1, 2011
which will help India to join the
league of IFRS adopting countries.
However this mandatory enforcement
of IFRS has been deferred on account
of unresolved legal and taxation

Issues brought up by the Corpor ates.

The Institute has recommended a new
roadmap for adopting IFRS by Indian
Companies which is subject to the
approval given by Corporate Affairs
Ministry which is as follows:

Phase Companies Covered

Financial
Statements

Opening Balance
Sheet

Phase | Companies both listed aswell as
unlisted, but other than banking
and insurance companies and having

net worth of over Rs 1,000 crore.

April 1, 2015 31% March, 2015

Phase Il
but other than banking and insurance

Companiesboth listed aswell asunlisted,

companies and with a net worth of over
Rs 500 crore but less than Rs 1,000 crore

April 1, 2016 31% March, 2016

Phase Il All Other Companies

and Insurance Companies.

(including listed entities) except Banking

April 1,2017 31% March, 2017

It is expected that once IFRS is
implemented, it will have animpact on
the financial statements of Indian
companies as there are major
differences between IFRS and Indian
GAAP. IFRS require fuller disclosure
thanthelndian GAAP. Asagaingt Indian
GAAP which is based on Historical
Cost method of asset vauation, IFRS
promotes a fair value presentation in
order to facilitate decision making for
investors that was exclusively used by
managers or preparators of Financial
Information of the Company earlier.

BENEFITSOFIFRS

The Benefits of convergence to IFRS
are can be seen from two prospects:

A. TheMacroeconomic Prospecti.e
Benefits to the Indian Economy as a
whole.

B. TheMicroeconomic Prospectie.
benefits to the Indian Industries,
Investors and other Accounting

Professionals. 5



A. MACROECONOMIC
PROSPECT -TO THE INDIAN
ECONOMY ASAWHOLE

. Theconvergenceto IFRSwill aid
and assistin maintaining well organized
and efficient capital market where the
cost of capital islower which facilitate
busi ness environment to become more
conducive to investment. This will
inturn give aboost to the international
bus nessthereby increasing the Foreign
Direct Investments (FDI) and inflow of
foreign capital and international
investment into the Indian Economy.

. Theuseof IFRSby Indian Entities
wouldincreasethe quality, transparency,
comparability and reliability of their
financial statements and information.
The adoption of these standards will
facilitate Indian Companies to
communicate with other countriesin a
more cost efficient and productive
manner. It would aso reduce the cost
of understanding and evaluating the
financial information of any potential
acquisition by international investorsas
theinformation will beinidentical and
recognized format and confirm to
globally accepted accounting standards,
thereby considering investment inIndian
Entities more lucrative in the eyes of
potential International Investors.

. Themajority of Stock Exchange
across the world require their listed

entities to prepare the financial
4

information using IFRS. The
convergenceto |IFRSwill eiminatethe
cost of conversion of financial
statements prepared by using Indian
GAAPfor international stock markets.
It will strengthenthe position, credibility
and recognition of Indian Entitiesinthe
international capital marketswhichwill
help them to get access to number of
capital markets across the globe and
raise capital across borders potentialy
at alower cost of capital. Thiswill in
turn fuel up and flourish their business
expansion or significant acquisitionsin
the global arena.

B.MICROECONOMIC
PROSPECT

At the Microeconomic level the
beneficiariesof convergencewith IFRS
are the industry, investors, regulators
and accounting professionals. The
benefitsto each of these are summarized
as follows:

. TOTHEINDUSTRY
II.  TOTHEINVESTORS
Il. TOTHESERVICE SECTOR

. TOTHEINDIAN INDUSTRIES

The convergence with IFRSwill bring
following advantages to the Indian
Industriesand Companies.



. Standardization and uniformity of
Accounting Information which will
enhance the quality of the Accounting
Information presented by the Indian
Entities.

. Facilitatethe Indian Companiesto
come forth and develop uniform and
orderly practices in harmony with the
global practices to resolve the
accounting and financia issuesfaced by
them.,

. Convergingto IFRSwill easethe
burden of multiple financia reporting
faced by the Indian MNCs as they will
no more berequired to prepare separate
reportsand make significant accounting
adjustments in their consolidated
financial statements to convert their
financial statementsfrom Indian GAAP
for international stock marketsfor filing
the same in different stock exchanges
where they are listed.

. Theadoption of theseuniform and
internationally accepted standards will
also improveinternal communications
and lead to greater certainty and
consistency in interpreting accounting
information. Thiswill lead to betterment
of the quality of management reporting
and group decision-making.

. This escape from multiple
reporting will in turn lead to reduction
of waste of time and cost incurred by
Indian Companiesor thesubsidiariesor

associates of Indian Companies listed
with international stock exchanges in
preparing thefinancial statementsusing
different sets of accounting standards
based on the requirement of the
particular exchangewith whichtheentity
is listed.

. Migration to IFRS will remove
the risk premium from Indian entities
which was associated with them while
reporting under Indian GAAP. Thiswill
enhance their credibility and brand
value in the international marketplace
and help them to gain easy accesstothe
various stock exchange acrosstheglobe,

. When the financial statements
prepared by Indian Companies comply
with IFRS which are internationally
accepted accounting standards it will
createatrust and confidencein the mind
of global stakeholdersthat thefinancial
statements prepared by using IFRS
present a ‘True and Fair’ financial
performance and position of the entity.
Thiswill enhance their finance-raising
capability and enable them to raise
capital from foreign markets at alower
cost which will fuel the capital
requirement of the Indian entities
desirous of expanding or making
significant acquisitions in the global
arena.



Key Differences between Indian AS-17 and IFRS 8

Segment Reporting under Segment Reporting
IGAAP under IFRS

Sandard Applicable The Reporting of various | The Reporting of various
Operating Segments of the | Operating Segments of the
Company under IGAAPisdone | Company under IFRSisdone
under AS 17- Segment | under IFRS 8- Operating

Reporting Segments.

Onwhichentitiesthe Standardis (8 Entitieswhoseequity or debt | Entitieswhose equity or debt
applicable. securitiesarelisted or arein | securitiesarepublicly traded or
theprocessof listingonany | that issue equityor debt
stock exchange, whether in | securitiesinapublic market,or
Indiaor outsidelndia. file (or are in the process of

(b) Banks (including co- | flingfinandal statemertswith
operativebanks), financial | &regulatoryorganization for
institutionsor entitiescarmying | PUPOSESOf Issuingsecuritiesin
oninsurancebusiness. apublic market.

() Allcommerdd,indugtrid and
businessreporting entities,
whoseturnover (excluding
other income) exceeds
rupees fifty crore in the
immediately preceding
accounting year.

(d) Allcommerdd,indugtrid and
business reporting entities
having borrowings(including
public deposits) in excess of
rupeesten croreat any time
during the immediately
preceding accounting year.

Holding and subsidiary
entities of any one of the
above.

Concept of CDOM No such concept of CDOM or | IFRS-8requiresidentification
‘Chief Operating Decision of ~ CDOM.
Maker” isdefinedinIndian The term “Chief Operating
AS 17, DecisonMaker’ isafunction
and not an individual with a
spedifictitie Thefunctionof the
CODM is to allocate
resources to and assess the
operating results of the
segmentsof an entity.




Segment Reporting under
|IGAAP

Segment Reporting
under IFRS

The CODM could be an
individual, such as the chief
executive officer or the chief
operating officer, orit could be
agroup of executives, likethe
board of directors or a
management committee.

What arethe Operating Segments

Business- or Geography-based
componentsthat are subject to
risks and returns that are
different from those of other
components.

Accordingly therearetwo kinds
of segmentsidentifiedunderAS-
17

I. Business Segment
Geographica Segments.

IFRS 8 does impose
requirement to report Segment
Information on Product or
Geographica basis. It doesnot
define segmentsasBusinessor
Geographica Segment rather it
defines Operating Segmentsas
Busnessactivitiesthat may earn
revenues or incur expenses,
whose operating results are
regularly reviewed by the chief
operating decision maker and
for which discrete financial
informationisavailable.

Requirement of Primary and
Secondary Segment

Indian AS - 17 requires the
determination of Primary Segment
and Secondary Segment and the
dominant source and nature of
risks and returns of the entity
governs whether the primary
segment reporting format will be
Business Segment  or

Geographica Segment.

IFRS 8 does not require the
entity todetermineany ‘ primary’
and a ‘secondary’ basis of
segment reporting.

Onwhat factor ismeasurement of
segment disclosure based on?

Segment information to be
prepared in conformity with the
accounting policiesadopted for
preparing and presenting the
entity’ sfinancid statements

Segment disclosuresarebased
on Management information
reported to the chief operating
decision maker.

Thismay result indifferences
between the amountsreported
in segment information and
thosereported inthe entity’s
primary financia statements.

Definition of terms

The terms Segment Revenue,
Segment Expense, Segment
Result, Segment Assets and
Segment Liabilities are clearly
defined.

IFRS 8 does not define terms
Segment Revenue, Segment
Expense, Segment Result,
Segment A ssets and Segment
Liabilities. On the other the
standard requires increased
disclosureregardingthebasison
whichtheinformation regarding




Segment Reporting under
IGAAP

Segment Reporting
under IFRS

segment profit or loss, segment
astsand segment ligbilitiesfor
each reportable segment has
been prepared.

DisclosuresRequired

Indian AS-17 specifies the
financid parametersthat must be
disclosed for each reportable
segment such as Segment
Revenue, Segment Result, etc.

On the other hand IFRS-8
requiresthe measure of profit
or lossand assetsto bedid osed
for each segment. Additional
items, such as revenue from
externa customer, depreciation
& amortization, interest revenue
and interest expense etc. are
required to bedisclosed if the
gpecified amountsareincluded
inthemeasure of segment profit
or loss reviewed by the chief
operating decisonmaker, or are
otherwiseregularly providedto
the chief operating decision
maker, evenif notincludedin
that measure of segment profit
orloss.

Aggregation Criteria

Theaggregationcriteriaunder AS-
17iscompartively liberd.

Ontheother hand aggregation
criteria(paral2) under IFRS8
isregtrictiveand morerulebased
in nature, which will lead to
increase in the number of
reported segments. For
example, thenature of products
& services may be similar,
however, aggregation of such
segmentsisnot possible under
IFRS8in casethetype/ class
of cusomersdiffers

Comparability of Information

Segment Information provided
underAS-17iseaslly
comparable acrosscompanies
aspecificfinancia parameters
arerequired to bedisclosed
under AS-17.

Onthe other hand IFRS 8 does
not specify any financial
parameters. Rather the segment
parameters are based on only
interna reporting thenthesame
would bevery open-ended and
hence comparability across
companies would not be
possible. The basic reason for
thisare:

e CDOM could choosewhat
todisclose, and CDOM can opt
todisclosesimilarinformationin
many different ways.




Source of Information:

1. Indian Accounting standard 17 issued by Institute of Chartered A ccountants of
India.

2. IFRS—8issued by International Accounting StandardsBoard (IASB)

CASE STUDY

The differences as quoted above are analyzed with the help of case study on Sify
TechnologiesLtd.) . The dataon segment reporting was sourced from the published
annual report of M/s Sify Technologies Pvt. Ltd. asper IGAAPand from Form 20-F
(i.eAnnua Report pursuant to section 13 or 15(d) of the Securities ExchangeAct of
1934) for the Financial Year ended 31st March, 2013.The dataisfurther interpreted
and conclusion are drawn which are mentioned bel ow.

SEGMENT INFORMATION

ASPERAS 17
Business segment

The Company’soper ating segment infor mation for theyear ended March 31,
2013 ispresented below:

Particulars Enterprise | Software Total

services services

(A) (B) (C)=(A)+(B)

Revenuefrom operations 78,707 3,418 82,125
Allocable expenses (64,380) (3,085) (67,465)
Segment operating income/ (loss) 14,327 333 14,660
Unallocable expenses (5,562)
Operating income 9,098
Other income 783
Foreign exchangegain/ (loss), net 165
Profit / (loss) before interest, depreciation, 10,046
tax and exceptional items
Interest income / (expenses), net (1,323)
Depreciation, amortisation and impai rment (8,408)
Profit/(loss) before exceptional items and 315
taxation
Exceptional item 3,943
Net profit/(loss) after taxes 4,258




The Company’soper ating segment infor mation for theyear ended March 31, 2012 is
presented below:

Revenuefrom operations 65,590 4,118 69,708
Allocable expenses (55,214) | (3,844) | (59,058)
Segment operating income/ (10ss) 10,376 274 10,650
Unallocable expenses (5,477)
Operatingincome 5,173
Other income 1,214
Foreign exchangegain/ (loss), net 249
Profit / (loss) before interest, depreciation, 6,636
tax and exceptional items

Interest income/ (expenses), net (2,206)
Depreciation, amortisation and impairment (6,867)
IncomeTaxes 37
Net profit/(loss) after taxes (2,400)

Geogr aphical segment
The Company’sgeographical segment information for theyear ended March 31,
2013 is presented below:

Description India Rest of Total
the world
Sales- External Revenue 51,502 30,623 82,125

Net carrying amount of segment fixed assets by
location of assets 31,455 - 31,455

Net carrying amount of other segment assets
by location of customers 51,805 6,879 58,684

Cost to acquire tangible and intangibl e assets
by location of customers 10,490 - 10,490

Source : Seventeenth Annual Report together with the audited financials of the
Company for the financial year 2012-2013. (taken from official website of
Sify TechnologiesLtd.)
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SEGMENT REPORTING
ASPERIFRS-8

The Group’ s operating segment information for the years ended March 31,

2013 and 2012 asin Form 20F:
Year ended March 31, 2013

Enterprise Software | Total
services services
Segment revenue 7,869,647 700,669 8,570,316
Allocated segment expenses (6,486,556) (717,919) | (7,204,475)
Segment operating income / (10ss) 1,383,091 (17,250) 1,365,841
Unallocated expenses.
Selling, general and administrative
expenses (587,909)
Depreciation and amortization (848,210)
Other income/ (expense), net 50,858
Financeincome 73,853
Finance expenses (260,441)
Gain on sale of equity accounted
investee 657,577
Profit / (loss) before tax 451,569
Incometax (expense) / benefit -
Profit / (loss) for the year 451,569
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Year ended March 31, 2012 (Asadjusted)

Enterprise Software | Total
services services
Segment revenue 6,949,872 749,077 7,698,949
Allocated segment expenses (5,906,845) (729,587) | (6,636,432)
Segment operating income/ (10ss) 1,043,027 19,490 1,062,517
Unallocated expenses:
Sdling, general and administrative
expenses (571,550)
Depreciation and amortization (691,560)
Other income/ (expense), net 37,377
Financeincome 59,313
Finance expenses (306,732)
Gain on sale of equity accounted investee 27,298
Profit / (loss) before tax (383,337)
Incometax (expense) / benefit -
Profit / (loss) for the year (383,337)
Year Reconciliations
Cost of general Selling, Total
goods and Finance
sold admini- | expenses
strative
expenses

Year ended March 31, 2013
Allocated segment expenses 4,750,879 | 2,453,596 - 7,204,475
Unallocated segment expenses - 587,909 | 260,441 848,350
Total as per income statement 4,750,879 | 3,041,505 | 260,441 8,052,825
Year ended March 31, 2012
Allocated segment expenses 4,660,773 | 1,975,659 - 6,636,432
Unallocated segment expenses - 571,550 | 306,732 878,282
Total as per income statement 4,660,773 | 2,547,209 | 306,732 7,514,714
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Cost of Goods Sold and Services (COGS) render ed:

Fiscal 2013Fiscal 2012Change% Change

Enterprise Services 4,242
Software Services 509
Total 4,751

4,126 116 3%
535 (26) -5%
4,661 90 2%

Source: Form 20-F i.eAnnual Report pursuant to section 13 or 15(d) of the Securities
ExchangeAct of 1934) for the Fiscal Year ended March 31, 2013. of the Company
(taken from official website of Sify TechnologiesLtd.)

ANALYSISAND
INTERPRETATION

e As stated above as per
Accounting Standard - 17, in the
segment information of M/s Sify
Technologies Pvt. Ltd. asgiveninthe
Financial Statement prepared as per
IGAAP, two kind of segments have
been identified.

1) Business Segments being the
Primary Segment — Accordingly two
Business Segments i.e (a)
Enter prises Service Segment and (b)
Software Services Segment has
been recogni zed.

2) Geographical Segments being
the Secondary Segment —Accordingly
two segments i.e(a) India and (b)
Rest of the World are recognized.

Since the overall risk and return of
M/s Sify Technologies Pvt. Ltd. are
affected predominantly by differences
in the Products i.e Software and

Hardware it produces and Servicesi.e
Network and IT Services, the group
render toitsclients, its primary format
for reporting segment information has
been Business Segments, with
secondary information reported
Geographically.

*  Inthe Segment Reporting as per
IFRS — 8, given in Form 20-F of M/s
Sify Technologies Pvt. Ltd. prepared
as per IFRS, Business Activities i.e.
a) Enter prises Service Segment and
(b) Softwar e Services Segment that
earn revenues or incur expenses,
whose operating results are regularly
reviewed by the chief operating
decision maker and for which discrete
financial information is available are
identified as Operating Segments.
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e AsperIFRS 8, Chief Operating
Decison Maker (*“CODM™) have been
identified in the Segment reporting of
the Company. The CDOM i.e, The
Board of Directors and the senior
management, evaluate the Group’s
performance and all ocate resourcesto
various strategic business units that
are identified based on the products
and servicesthat they offer and on the
basis of the market served.The
measure of profit / loss reviewed by
the CODM is “Earnings/loss before
interest, taxes, depreciation and
amortization” also referred to as
“segment operating income/ loss”.
Thefinancial information isrequired
to be reported on the basis that it is
used by management internally for
evaluating operating segment
performance and deciding how to
allocate resources to operating
segments.

(a) Enterprises Service Segment

Whereas in the Segment

Information as per IGAAP, no Chief
Operating Decision Maker has been
identified and the Segment Operating
Income and Loss is calculated as per
the requirement of AS-17 and not on
the basis of information reviewed by
CDOM. The Segment Information has
been prepared in conformity with the
accounting policies adopted for
preparing and presenting the entity’s
financial statements.
e  Accordingly thishasresulted in
differences between the amounts
reported in segment information as per
|FRS-8 and and those reported under
AS-17. The tabular difference
between the two reporting is stated
below:

All amount in Indian Rupeesinlakhs

Particulars Amount Amount Difference | % change
Reported as Reported (B-A) over
per IGAAP | asperIFRS IGAAP

(A) (B)

Revenuefrom operations/

Segment Revenue 78,707 78,696.47 -10.53 -0.01%

Allocable expenses/

Allocated segment expenses -64,380 -64,865.56 | 485.56 0.75%

Segment operating income/

(loss) 14,327 13,830.91 -496.09 -3.46%
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The probable reason why these
differences have occurred are
further elaborated asfollows:

value. Thedifference between the
fair value and the nominal amount
of the consideration isrecognized
asinterest revenue.

1. Under AS-17, revenuerecognized
isat thenominal amountof orcash 2. Another reason is that the under
equivalents received or | GAAP revenue recognized from
receivable. It is the gross inflow services related to sale of
of cash, receivables or other products for example Installation
consideration arising in the course service revenue related to Sale of
of the ordinary activities of an Product or Initial Franchise Feeis
enterprise from the rendering of given under Enterprise Service
Services. Segment whereas under IFRS the
Under IFRS, revenue measured at information pertaining to sameis
thefair value of the consideration given under Software Service
received or receivable which may Segment till the extent it isrelated
be less than the nominal amount of to sale of products.
cash received or receivablewhen  Therefore revenue recognized under
inflow of cash or cashequivalents  IFRS is lower by 10.53 Lacsi.e
is deferred. The fair value of  approximately by 0.01% over
revenue  recognized is IGAAP.
determined by discounting all
futurereceiptsusingan imputed
rate of interest to their present
(@ Softwar e Ser vice Segment
All amountin Indian Rupeesin lakhs
Particulars Amount Amount | Difference | % change
Reported | Reported (B-A) over
as per as per IGAAP
IGAAP(A) | IFRS(B)
Revenue from operations/ 3,418 7006.69 3,589 | 104.99 %
Segment Revenue
Allocable expenses/ -3,085 | -7179.19 -4,094 | 132.71%
Allocated segment expenses
Segment operating
income / (loss) 333 -172.5 -505.5 | -151.80%
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The reason why these differences
have occurred are further
elaborated asfollows:

1. Under AS-17 the segment
reporting as previously stated hasbeen
prepared in conformity with the
accounting policies adopted for
preparing and presenting the entity’s
financial statements. Thereforeinthe
Software Service Segment, the
information asper AS-17 consist only
Revenue generated from sale of
product i.e Software and Hardware
and expensesrelated to the same. The
revenue related to installation or
related services are recognized under
Enterprise Service Segment. But under
IFRS, Revenue for Software Service
Segment includes Sale of Products,
Initial franchise fee and Installation
service revenue and the expenses
relating to the same.

2. Under IFRS revenue from sale
of goods shall be recognized even if
thereisthe probability that economic
benefits associated with the
transaction will flow to the entity and
the ability to reliably measure the
revenuein questionisthere, including
any contingent revenue. Whereas
revenue under |IGAAP is based on
fixed or determinable pricing
criterion. It does not accept
probability of economic benefits
associated with the transaction which
resultsin contingent amountsgenerally
not being recorded asrevenue until the

16

contingency is resolved. This could
lead to differences in the timing of
revenue recognition, with revenue
potentially being recognized earlier
under IFRS and therefore the revenue
recognized under IFRS is higher by
approximately 3.58 Crore than
revenue recognized under IGAAP.

3. Under IGAAP the Installation
fee or Installation Service Revenue
are other than incidental to the sale of
aproduct, then they are recognized as
revenue only when the equipment is
installed and accepted by the
customer since these are considered
to beincidental / ancillary to product
delivery and the cost of installation
servicesisalso accrued upon delivery
of the product. But under IFRS
revenue relating to product
installation services is recognized as
and when theinstallation servicesare
performed and expenses related to
performing those services are also
recognized when the installation
services are performed. Now in this
case sale of product under IFRS is
recognized earlier than IGAAP
therefore the services incidental /
ancillary to product will also be
recognized earlier under IFRS than
IGAAP. Therefor the revenue
recognition as well as cost/ expenses
associated with the Installation
serviceis higher under IFRS.

4. Under IGAAP, the Initial
Franchise Fees is recognized when



the cash instalments are received or
to the extent the initial services have
been substantially completed. And if
they relate to Supplies of equipment
and other tangible assets, it is
recognized asrevenue when theitems
are delivered or title passes. On the
other hand IFRS looks to the
probability of economic benefits
associated with thetransaction flowing
to the entity and the ability to reliably
measure the transaction, thereforeeven
when cash installment is accrued but
not received but it is probable that the
benefit will flow to the entity, then
revenue pertaining to Initial Franchise
Feesisrecognized under IFRS. Further
if under IFRS revenue related to
supplies of equipment and other
tangible assets is recognized earlier
than IFRS then, Initial Franchise Fees
incidental to that will accrue earlier
under IFRS.

Asaresult Installation servicerevenue
and Initial Franchise Fees as
recognized under IFRS s higher than
IGAAP.

. Another major difference
between the two reporting is the
information given and presentation
requirement. The information given
under IFRSisdetailed than that under
IGAAP. IFRS requiresthe bifurcation
of Allocated segment expenses and
Unallocated segment expenses and
further detail out the Cost of Goods
Sold and Services (COGYS) rendered
related to each segment which a user
who does not have any access to

internal reporting is not able to
analyze under IGAAP.

CONCLUSION

The IFRS adopts the management
approach to segment reporting and
therefore it provides an opportunity
to the users of financial statementsto
examine the performance from the
senior management perspective. It
facilitate the users of financial
statements so as to inquire and
examine how the entity is controlled
by its senior decision makers.

Reporting under IFRS 8 also reduces
cost of preparing the information on
reportable segments because the
information is already to be used
internally by management and readily
available on atimely basis.

The basic idea behind IFRS 8 is that
the entity should discloseinformation
so as to enable the users of its
financial statements to assess the
nature and financial effectsof thetypes
of the business activities of the entity
and the economic environments in
which it operates. AS-17 on the other
hand is not based on this principle,
but it iscongruouswith the objectives
and principles of the Indian
Accounting Standards.

But on the other hand if welook to the
drawback of IFRS 8, we assessthat it
allows the preparers of the segment
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information more discretion to define
segments and segment information as
they desire, and does not impose any
mandatory need for geographical
disclosures. The companiesbasically
are reluctant to provide geographical
disclosure especially when they are
of politically sensitive nature asthey
help to assess risks, especially those
linked to country or regional factors.
|IFRS-8 allows the management a
discretion whether to provide such
data or not. In such case mostly the
information is not provided as it is
not mandatory asit could be seen from
the case study as well.

|FRS 8 removes the risk and reward
criteria determining the reportable
segment or for deciding the adequacy
of information that is presented (or not
presented) to stakeholdersand public
at large, which isthere under AS-17.
The menace associated with IFRS-8
is not about whether the quality of
information is enhanced over that
reported under AS-17 or not. Therisk
Is related to the management who is
preparing the information. The basic
risk under IFRS-8 is that it provides
discretion to management who do not
want to deliver any information, or
have something to hide, which could
then be passively assented to by non-
executives and auditors due to the
prescription of the standard allowing
it.
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War: The longest running business for
United States of America

* Dr. Kaustubh Sontakke
** Prathamesh Gosavi
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This consideration is motivated by Realism, and, according to Daniel
Lieberfeld’s explanatory perspectives on the Iraq Invasion, was meant
to “ maintain unipolarity, maintain hegemony and avoid post-9/11
decline by demonstrating U.S. willingness to use force” (Lieberfeld,

~N
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These words marked one of the most significant events in the World history
and the dawn of an extra-ordinary path chosen by the strongest democracy
in the world, towards upholding its hegemony. They were meant to send out a
staunch warning to its rivals, a bold move to express its will to travel great
lengths to preserve its position in the world politics. These words marked the

beginning of the Iraq war.

INTRODUCTION

Throughout late 2001, 2002, and early
2003, the Bush Administration
worked to build a case for invading
Irag, culminating in then Secretary of
State Collin Powell’s address to the
Security Council in February 2003.
And what followed was more than $2
trillion of taxpayer’s money pumped
into the war funds; an amount
equalling the GDP of India, world’s
largest democracy. Thisin addition to
$4 Trillion already spent on
Afghanistan war.! Defence and rel ated
sectors have always had a high share
in the U.S. GDP, the levels reaching
as high as 5.7% of GDP during the
period from 2003-2013.? The

alarming question that arises that
needs to be asked is “why” would a
nation be ready to spend such a huge
amount of taxpayer’smoney, if it does
not expect greater benefitsin return?

The answers to this question are of
course, not simple.

Let us begin with the traditional
theories and motives suggested to
justify the rationale behind this war.
But it isvery important to not ook at
the Irag war as an isolated event in
the history. It was the beginning of a
meticulously designed foreign policy,
which has directly shaped the
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unipolar world order as we see today.
The U.S. government invested
inconceivable amount of taxpayer’s
money, and the benefitsthey reap are
huge and strategically significant.
Following the money trail assists in
finding clues to the real motives
behind such policies, which are
characterised by multiple layers of
smokescreens and fal se motives being
planted in the minds of people.

Objectives

The present study is highly
exploratory in nature. It aims at
exploring international war like
Situations and terrorism scenario with
special reference to engagement of
U.S. government on continuous basis.

Resear ch M ethodology

The present study ishighly exploratory
in nature, and it is based on secondary
information and data, itsanalysisand
interpretation and conclusion. The
information and data is processed on
piece meal basis and made amenable
for presentation, analysis and
interpretation.

Limitations
The present study coversinternational

war like situations and terrorism
scenario to the extent of engagement
of theU.S. government, for thelast two

decades. Thus, other global war like
situations and engagement of other
countries in such situations is not
considered as the subject matter of
this study.

The Rise of Global Terrorism ~
Expanding Business

The immediate considerations
behind the invasion of Irag were
characterized by concerns brought to
the forefront by the events of
September 11 2001, namely global
terrorism, and more importantly, the
weapons at its disposal in a new era
of transnational asymmetrical war
waged by non-state actors. As
President George W. Bush made it
clear in his State of the Union on
January 29" 2002, “in meeting this
challenge, the U.S. would not
differentiate between terrorist
groups and nationswhich harbour or
armthem” (Bush, 2002). This policy
led to the invasion of Afghanistan,
motivated by the need to remove al-
Qaeda’s safe haven and training
ground.?

Iraq did not specifically
harbour al-Qaeda, but it had provided
training camps and other support to
terrorist groups fighting the
government of Turkey and Iran, as
well as hard-line Palestinian groups.
In fact, “the question of Irag’'slink to
terrorism grew more urgent with
Saddam’s suspected determination to

21



devel op weapons of mass destruction
(WMD), which Bush administration
officials feared he might share with
terrorists who could launch
devastating attacks against the
United Sates’ (Council on Foreign
Relations, 2005). Anti-US stance,
readinessto devel op and use chemical
and biological weapons, and
providing a breeding ground for
terrorism were the official reasons
cited by the U.S government for the
invasion. 2

According to Henry Michaels,
“purely military considerations
cannot explain such savagery. Bush'’s
war plans are driven by political
aims—to terrorize and demoralize
the Iraqgi people and the Arab masses
and send a message of violence and
intimidation to the entire world”

But, a direct blow to these theories
comesfrom the very fact that no such
weapons of mass destruction (WMD)
were ever found in the country, inthe
multiple investigations carried out

neither by weaponsinvestigations nor
after theinvasion. Also, al-Qaeda has
been proven to be the direct result of
U.S. policy towards Afghanistan,
when it provided arms support to the
country to fight the invasion by the
Soviet. Studies reveal that U.S. still
Is the main supplier of arms and
ammunition to the rebels and the
terrorist organisations; but more on
that in the later sections.

The Irag war and the subsequent
activities were an effort made by the
U.S. government to retain its market,
and hegemony. Peace halts the
demand for weapons. And for anation
whose business is dependent on war,
artificial simulation of war-like
situations becomes necessary to keep
up the demand. For situations to be
created, you need to conjure enemies.
Sometimes things just fall into the
place naturally, sometimes you force
them too. Aninvestment of $2 Trillion
IS a meagre amount when you are
changing the entire face of the World
Order.

kworld

(Accordi ng to Henry Michaels, “ purely military considerations cannot\
explain such savagery. Bush’s war plans are driven by political
aims—to terrorize and demoralize the Iragi people and the Arab
masses and send a message of violence and intimidation to the entire

J

Vested interests in Oil,
Reconstruction Contracts ~

Revenue M odel
Interesting Fact!
Both

the President and Vice
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President were formerly CEQOs of oil
and oil-related companies such
as Arbusto, Harken Energy, Spectrum
7, Exon Mobile and Halliburton.



Iraq holds the world’s fifth-largest
proven oil reserves at 141 billion
barrels (2.24x10*° m3) with increasing
exploration expected to enlarge them
beyond 200 billion barrels
(3.2x10%° m3) For comparison,
Venezuela—thelargest proven source
of oil in the world—has 298 billion
barrels (4.74x10* m3) of proven ail
reserves. With the rising dominance
of Russiain the Middle East, and the
United States rapidly losing control,
drastic measures were indeed
necessary. The Bush administration
hoped that removing Saddam Hussein
would result in adomino effect, where
all regimesinthe greater Middle East
hostile to the U.S. and itsinterestsin
the region would be intimidated into
cooperation, or toppled by their
populationsfollowing the exampl e the
U.S. had set freeing the Iragi people
(Gausslll, 2009).

Understanding the role of “ministry-
industry-legislative complex” in the
arms build up before the invasion
gives tremendous insights. An
incentive stemmed from the Iraq
invasion not only from theinterests of
U.S. Energy corporations, but also
from multiple billion dollars that the
government pumped into military and
reconstruction efforts. Huge contracts
were doled out to corporations that
were successful in lobbying the Bush
government for the Irag invasion.

Saddam Hussein’'s gruesome
wars against Iran and Kuwait in the

late 20™ century, which witnessed
rampant use of chemical and
biological weapons, do add relevance
to the War-for-Oil theory. United
States had been an ally to the Saddam
government in these wars, providing
them strategic and military support.
Yet, this theory alone still proves
insufficient to explain the rationale
behind investing 2 Trillion U.S.D.

Americadid make sometangible, high
returns on the investments she made.
The contracts that were offered post
the invasion would let oil companies
make billions of dollars over the
coming decades. They gaveastrategic
hold over the huge amounts of
reserves in the Middle East. Another
series of contracts saw billions of
dollars diverted to Construction
companies, in the reconstruction
effortsmadein Irag post invasion.

A study co-authored by the Centre for
Public Integrity, found that in the two
years after September 11, 2001 the
president and top administration
officials had made 935 false
statements, in an orchestrated public
relations campaign to galvanize
public opinion for the war, and that
the press was largely complicit in its
uncritical coverage of the reasons
adduced for going to war.

Also, with gaining control over theail
market in Irag, America was able to
deliver a major blow to Russian
economy. Russia sources oil majorly

from the arctic region, with high
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excavation and production costs. Oil
trading had reached $110 a barrel,
with the Russian economy flourishing.
This price was drastically brought
down by 55% to $48 a barrel. This
reduction in price has made a huge
dent in the Russian economy, which
works well in favour of the U.S.
government.

Yet, all these theories fail to
completely justify these tremendous
investments, and the investmentsthat
followed. And these theories fail,
because we are still looking at Iraq
war as an isolated incident. To
completely understand any business
strategy, it becomes necessary to look
at philosophy that resides at the heart
of the strategy, and the future roadmap
too. Foreign policies of governments
are usually dynamic and subject to
changewith the changein ruling party.
They are characterised by false
propagandas deliberately being
promoted, half truths being spread and
fed to the communitiesin large, and
using the public and private
machinery as pawns in the game of
chess.

Manifest Destiny ~ Business
Philosophy

An American writer John L.
O’ Sullivan coined a term “Manifest
Destiny” in the year 1845. Thisterm
describes what most 19th-Century
Americans believed was their God-
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given mission to expand westward,
occupy acontinental nation, and extend
U.S. constitutional government to
unenlightened people. Whiletheterm
sounds like it is strictly historical, it
also more subtly applies to the
tendency of U.S. foreign policy to push
democratic nation-building around the
globe.

This philosophy, though subtly, still
governs the policies designed by the
U.S. government. Quoting the example
of then President George W. Bush,
when he began thewar in March 2003,
his overt reason wasto find “weapons
of massdestruction.” Inreality, hewas
bent on deposing Iragi dictator Saddam
Hussein and installing in his place a
system of American democracy. The
ensuing insurrection against American
occupiers proved how difficult it
would be for the United States to
continue pushing its brand of Manifest
Destiny.

Though the Bush government faced
huge uproar from the world community
post theinvasion, after itsfailure, this
government had smartly invested to
sustain its frontline business, war.
Where the communities perceivewars
as drastic efforts taken by nations to
defeat their enemies, the elite look at
it asapowerful tool. It’'sthe machinery
set up to maintain and sustain its
stronghold, its position as a
superpower. It's arrogant, it’s bold,
and it'shighly effective.



Post World War 1, the U.S. has been
the largest supplier to the World's
arms and ammunitions market. This,
combined with almost no internal
conflicts over border disputes, was a
major driver of it becoming a
superpower in the coming years. With
the philosophy of “Manifest Destiny”
at its heart, and the massive military
strength, the U.S. took no time in
establishing its hegemony in the
world. War became their source of
business. Every timeawar wasfought
around the world, the profits went to
U.S. Every timeawar waswaged, the
demand for weapons surged. When
countries became weary of itsrivals
gaining strategic advantages, the
demand of newer and better weaponry
increased. The world saw a huge
escalation in the weapons demand,
and the U.S. was always present to
cater the demand. Business was
flourishing.

But what happens when the world
starts moving towards achieving
peace? What if there are other players
who question your monopoly? How
does America react when Russia and
Chinadisrupt her business? How does
America react when the demand
reduces? How does America react
when she starts losing her strategic
foothold in the world politics?

The answers can be found in steps
taken by the U.S. government, the
foreign policies designed, beginning
with the Iraq war.

Asmentioned earlier, war isthe main
business of America. And it cannot
afford to lose its ground. Russia
rapidly gaining ground in the Middle
East, together with Saddam Hussein's
aggressive policies, made America
uncomfortable. They needed a
comprehensive policy to maintain its
position in the world order. They had
to increase their military presence in
Europe and Asia, together with soft
power diplomacy with the
governments.

U5 military presance abroad
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But strategically placing your military
around the world without spooking the
nations is definitely not straight
forward. Also, to sustain the business
it started almost a century ago, the
demand had to be positively
influenced, enemies had to be created.

Al-Qaeda and therising terrorism all
over theworld became the enemy that
America wanted. And quite contrary
to the beliefs, it was a brain-child of
Americaitself. Theroots of al-Qaeda
have been traced back to the rebels
that successfully fought the Soviet
invasion with the support from U.S.
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Interesting Fact!

Both the President and Vice President were formerly CEOs of oil and
oil-related companies such as Arbusto, Harken Energy, Spectrum 7,

Exon Mobile and Halliburton.

(A study co-authored by the Centre for Public Integrity, found that in)
the two years after September 11, 2001 the president and top
administration officials had made 935 false statements, in an
orchestrated public relations campaign to galvanize public opinion
for the war, and that the press was largely complicit in its uncritical
 coverage of the reasons adduced for going to war.

The same Al-Qaeda was used as a
main reason of invading Irag. It was
established over multiple reports
published over the period of 3 years
(2001-03), that Irag had been
harbouring terrorists on its soil,
providing them training and arms
support (sounds similar to our
neighbour’s story eh?), though no
such proofs ever came forward. The
reports of Weapons of Mass
Destruction (WMD) were established,
yet never proved. America invaded
Irag successfully. And she got itsentry
into Middle East Asia.

Iraq, dueto itsstrategic position gave
Americaavery strong positioninone
bold move. The multi-trillion dollars
invested into this move gives more
intangible, than afew tangiblereturns
like oil and construction contracts.
The U.S. government set up a huge
military camp in the heart of the
Middle East. The troops stationed
were meant to stay forever. But the
reason of reconstruction and setting up
democratic government in lrag had a
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timelimit.

When the current President Barack
Obama announced the recall of the
U.S. soldiers, from Irag, the world
applauded and looked up to him with
pride. But again, thiswas just a small
move in a broader plan. Very
interestingly, a new enemy was
simultaneously emerging intheMiddle
East. They had immensely strong
management, with tremendous man
force and high arms stockpile, and
shook theworld by itsfeats. They were
called “Islamic State of Irag and
Syria’.

Irag now again was at the centre of
the axis of terrorism. Due to the
suspicious emergence of this new
terriblethreat, Americanow again had
areasonto retainitstroopsinitsiraqgi
establishments. It thus got achanceto
maintain its image of being a saviour
to the world, and extend its military
foothold deeper into Syria. Thismove
takesit one more step closer toitsarch
enemy, Russia.



A new cold war has been suspected
of brewing between America on one
side, and Russia and China on the
other. Interestingly, all these nations
have been investing large sums of
money into expanding their strategic
reach. All the nations have been
approaching their expansionist
strategies in all together different
directions. While China' s expansionist
policies are perceived to be highly
overt and aggressive, Russiahas been
living up to its legacy of playing its
cards close to its chest. America on
the other hand, has been involving
itself into a much softer expansionist
path, doing what it does the best.
Playing the game of war.

Conclusion:

Experts all around the world are
talking about this new type of war. The
21% century has already been termed
as the age of wars. But the nature of
thismodern war isdrastically different
from what our ancestors witnessed.
This is the age of “Limited War”,
where there are limited resources
targeted towards achieving limited
destruction (supposedly).

Whilst the world isbusy talking about
rising terrorism, and how theworldis
heading towards destruction, America
is busy counting the tings on the cash
counter. Their cash counters are
flooding. Very intelligently, she has
created the demand in the market for
war, and she has been supplying war.
Businessis booming. Profitsare on a

all timehigh. It hasinvested about $6
Trillion overtly, and many more
covertly. And the investments have
paid. Oil markets are under her
control, governments are under her
control, her position in the world
order remains unfazed, and American
corporations in support of the
government have been regularly
awarded with multi-billion contracts
for weaponry and nation building.
What started as an all out invasion of
lraq 12 years ago, has now
transformed into abeautifully crafted
foreign policy for the United States of
America, carrying its philosophy of
“Manifest Destiny” ahead. The beauty
of the policy lies in the fact that
enemieswill be created and destroyed
by America, but no one in the world
will ever challenge its authority.
That’'s what truly makes her the
superpower.

May God Bless the United States of
Americal!
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Organizations Taking Care of
Intellectual Capital

* Raghavendra Suresh Bendigeri

INTRODUCTION

“Intellectual capital isthe knowledge, applied experience, enterprise processes
and technol ogy customer rel ationships and professional skillswhich arevaluable
Intangible assetsto an organization.”

In fact in our knowledge based service orientated economy, intangible assets
are becoming asimportant astangible ones. Intellectual Capital isprobably the
primary creator of valuein your business. This has presented companies with a
new challenge - how to manage and develop intellectual capital.

Objective
. Thisstudy aimsto investigate the role of organization in perpetuation and
development of intellectual capital (1C).

Findings

Theonly way to create value in the knowledge economy is by adopting innovation
as the core business process. An organization's ability to create value depends
on its innovation process, its intellectual resources, and the creativity of its
workforce—its intellectual assets.

The value most companies receive from their intellectual capital isthe result of
awell-planned and well-executed set of management initiatives.

Workforce:
) Brainwork
Customers demand:
Knowledge-intensive
products

Business Process:
Innowal on
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Thefindings suggest that the following
competencies are vital and play a
significant role in management of
Intellectual Capital for Organizations.

K nowledge M anagement

Knowledge management is the first
competency that an organization needs
to develop for the management of |C.
K nowledge management constitutesthe
ability of an organization to learn, to
remember what it learned, and to
leverage what it learned internally and
externally.

British Petroleum (BP) is a pioneer
in knowledge management. BP
professed that collaboration between
employees to transform personal into
organizational knowledgeiswhat makes
“the bigger brain that is BP.” BP
innovated and i mplemented anumber of
programs on the operational level
designed to make knowledge sharing the
job of every employee and division,
realizing great profits.

| nnovation M anagement

Innovation management is a key core
competency in an economy where
cyclesof change are morerecurrent. As
a core competency, it involves the
ability to embrace and create change,
take risks, accept failure as part of the
experimentation process, and get from

product concept to market in the
shortest time.

Consider the experience of
Encyclopedia Britannica.
Britannica continued producing their
|eather-bound encyclopediavolumes
after the market was ready to
purchase the same data in other
medium— compact discs. Microsoft
seized the opportunity and produced
their own encyclopedic CDs,
Encarta, for less than a tenth of the
price. The market, preferring the
fractional price and the added
convenience of digital, searchable

encyclopedic CDs, forced
Britannicainto bankruptcy.
Intellectual Property (I1P)
M anagement

To protect ideas, expressions, and
other intellectual capital,
organizations have to manage their
| P, because until protected, ideasand
expressions are the property of no
one. The speed and
comprehensibility with which an
organization movesto protect agood
Ideasometimes can becritical. IBM
IS a company that developed IP
management as a core competency.
IBM first adopted avery aggressive
patenting strategy, where inventions
are patented regardless of whether
they fall in acoretechnological area
or not.
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Organisational Culture

The  previously mentioned
competencies cannot be developed
without the support of the right
organizational culture. Organizational
culture is the set of shared unspoken
values that stem from the
organizational philosophy and history,
and affect its behavioral patterns.
Being deeply entrenched in the
organization, a positive culture and
philosophy is a core competency that
can hardly be replicated by the
competition. Every organization needs
to develop culture as a core
competency, but the same is not true
for the other mentioned competencies.

Conclusion

Efficient and Effective Management of
Intellectual Capital is a primary
prerequisite of every organization to
develop sustainable competitive
advantage and create a unique
identity.
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Post Merger Financial Appraisal of Royal
Bank of Scotland & ABN AMRO Bank

*Dr. Ritesh Dwivedi
**Pjyuesh Pandey

Abstract

The focus of this study is to estimate the profitability (or loss) of the Royal
Bank of Scotland (RBS) after it acquired the ABN AMRO during the financial
crisis of 2008. Also, some qualitative data have been utilized to analyze the
competitive advantage and management techniques of the RBS PLc. This
particular merger has by and large improved the competitive edge of the RBS
PLc that they might need to broaden their presence in the untouched markets.
RBSPIc should provide enabling financial environment to ABN AMRO in order
to regain its lost profitability. The EPS and P/E ratio are better after the
merger which is giving a clear indication good financial health and better
operational performance of banks involved. The bank’s cost of capital is
significantly higher than other competitors in the market and therefore bank
must take action to reduce its cost of capital like capital restructuring,
considering dividend decision. In order to match with the accounting practices
being followed by the ABN AMRO bank, RBS should adopt the IFRS practices.
Overall, thismerger & acquisition has been accepted happily by alarge section
of employees and its future prospects also seem to be promising.

Keywords. Royal Bank of Scotland, ABN AMRO Bank, Bank Merger &
Acquisition

A. Introduction

In present day globalize economy,  market share, reducing market risk by
business cannot be thought of in  digtribution of portfolio, entering into
isolation and also every business is new market in terms of geography,
Interdependent and therefore mergers demography etc, and it also helps in
and acquisition arebeing used world  capjtalizing on economies of scale,

over for improved competitive  economiesof scope, it helpsin getting
efficiency through access to larger
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taxation benefits too. Recently the
Indian financial sector and economy
or for that matter the global economy
isfacing severe challenges especially
after the 2008 recession and the euro
zone crisis. In order to overcome
these financial challenges, besides
regulatory measures, there are lot of
merger and acquisitions have taken
place. This increase in merger and
acquisition are playing an important
role in changing the entire structure
of financial industry with an objective
of strengthening and decreasing the
default risk which is attached to
financial sector.

Royal Bank of Scotland in India

The Royal Bank of Scotland has more
than 700 branches across Scotland.
The RBS Group always supported
different enterprises and companies.
InIndia, RBS group hasitsfootprints
in various cities such as Kolkata,
Mumbai, New Delhi, Chennai, Pune,
Baroda, Hyderabad, Bengaluru,
Noida, Gurgaon etc. Group provides
retail and business banking services
including the recent concept of
transaction banking, investment
banking, private privilege banking and
asset and wealth management. There
aretotal of 28 branchesthroughout the
country with 1.3 million customers.
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Royal Bank of Scotland Consortium
Takeover of ABN AMRO

Interesting aspects to discuss at
interview Background to the RBS
Consortium acquisition of ABN
AMRO. InApril 2007, the European
Commission ordered Dutch regulators
to allow the takeover of ABN AMRO
(ABN). Soon after, ABN received a
*66bn takeover bid from Barclays
Bank. Two days later a consortium
(the RBS Consortium), led by Royal
Bank of Scotland (RBS) and including
Fortis Bank and Banco Santander,
made an even bigger offer of «72bn,
*50bn of which would be cash and
the remainder of which would be
made up of sharesin RBS.

The takeover is unrivalled in terms
of size and complexity and is hugely
significant asit isthe world’s biggest
banking transaction to date and the
first cross-border takeover of a
European bank. No European bank
had ever succumbed to a cross-border
hostile bid and it is interesting that
the acquisition was for a perfectly
solvent conglomerate. It is
commonplace for acquisitions like
that of ABN to happen in
circumstances where there is a
disparity between two organisations
or where one organisation is in
financial crisis. An exampleof thisis
the Virgin Group’s proposed
acquisition of Northern Rock



following the effect of the credit
crunch, where share prices tumbled to
an all-time low. In the case of ABN,
you have a bank with a significant
presence in the European banking
market and its performance certainly
did not suggest that it was in any
financial difficulties. Although
takeovers are often triggered by the
weakness of thetarget, ABN isahuge
organisation with offices in 53
countries and its reputation was never
that of a desperate operation.

B. Review of theliterature

The main objective of this Research
articleisto study the performance and
operations of well established banks,
how they cope up with the changing
environment and the financial health
of the country due to the global
financial dynamics (crisis), Several
previous related studies were
reviewed focussing especially on the
diversifiable effect of merger and
acquisition on the operations and
profitability of the two or more
merged banks. For this purpose RBS
was chosen as sample company
becauseit isaforeign bank which has
itsoperationsin Indiaaswell, and the
causes of 2008 crisis was mainly
rooted in the downfall of American
and European financial structure, so
the critical study of RBS would be

helpful in making a connect with the
objective of this study report.

AndreaResti (1998) talked about the
outcomes of mergers on the banks
conceiving thetarget market, hefound
out in the study and aptly said that
when the two banks which are
operating inthesimilar market and at
the equivalent operational levels
merge, the efficiency of the firms
increases, but inthisparticular paper
he did not talk about the alteration in
profitability and the liquidity of the
banks which are involved and also
failed to talked about the mergers of
two foreign banks or which isusually
referred to as cross border mergers.

Scott, Hviid and B. Lyons, 2005, that
Merger control in the United Kingdom
has recently entered a new phase in
its development. The advent of the
pertinent aspects of merger and
acquisition has been welcomed as a
‘depoliticisation’ of the government.
He talked about the less hindrance of
the politics would result in fairer and
guick process of recovery of the banks
being acquired.

Fridolfsson & Stennek (2006)
clearly said that thereisrisein share
price but it subsequently falls, the
earnings of the firms being merged,
they stated that the study gives a
possible account of auniversal puzzle
whether mergers improves or

degradesthe profits of the company.
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Mingo, Caruthers(1975) providesa
strong basisto admit that the mergers
have very little affect on the
profitability of the firms being
acquired and merged, in their study
they found that over a course of time
the ratio factors becomes stable and
neutral .

Talking about the other aspect of this
research paper that is the managerial
practices of the RBS, Sarah
Robinson University of Leicester
School of Management (“Rivalry
among banking leaders and heads for
genuinenesswithin thefield activated
by behaviour which is irrational,
which contributed to the financial
recession and crisis’ 2008) explores
that the guidelines and polices
followed by the RBS PLc managers
lately in which they periled the
employees with redundancies and to
meet the target aggressively by any
means adopted and she used a term
economic violence to describe this
particular style of management.

Ron Kerr said: “Past management
executives at RBS PLc had gained
power by banking on 'symbolic
violence'. Thisparticular expression,
termed by the French sociologist
Pierre Bourdieu, it means the
upbringing leaders of the belief among
those they guide and lead, that the
lower position held in corporation is
just and natural.
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Delloitte (2009) mentionsin itsreport
on merger of RBS PLc and ABN
AMRO that the Economist explicates
that merger decision by consortia
rather than single banks is the way
forward. In thisway, banks can share
the costs and the risks affiliated with
any merger. It also meansthat they will
not be pushed to sell off parts of the
aimed business that do not fit in with
their own framework, as these can be
assembled off and distributed to the
RBS Consortium member that is best
placed to take hold of those assets.
There may be more banking dealsin
Europe which take the form of
uncongenial acquisitions. Analystsare
anticipating the inevitability of
Barclays engaging alarger merger or
itself become a bid target. Following
the ABN merge there have been
rustlesthat Unicredit are having talks
with Société Générale in France
regarding a prospect merger.

The Guardian (2008) gave Two
major suggestions which are clearly
worth adopting. First, the regulator
should have the potency to block
M&A'’s, would not have had the
courageousnessto stop the ABN deal
but it’s better that regulatorsare given
the power to say ‘no’. Secondly,
directors of broken banks should face
legal actions (fines or bans) or non-



legal penalties (bans or the forfeit of
pay) given the grandness of banksthe
bigger economy. A few people might
be stopped from accepting
directorshipsat banks. But volunteers
would be promoted to engage their
brain when presented with a mega-
deal that smelled bad at the time.

C. Sudy

In order to rationally study the case
of Royal Bank Of Scotland (RBS),
accounting ratios have been used to
analyzethefunctioning of Royal Bank
Of Scotland Public Limited
Corporation (RBS PLC). Financial
statements of RBS PLC for 4 years
(2008-2013) have been used to
perform ratio analysis by making use
of 21 vital ratios. Although there are
certain shortcomings of accounting
ratios but still they are considered to
be one of the most reliable and
convenient tools of analyzing the
financia statements of acompany and
thereby estimating the performance of
thefirm.

The study clearly indicates that the
bank’s ability to pay interest over its
debts have dropped after the merger
with ABN AMRO and probable
rational e behind this could be that the
merging firm may have bought a
significant number of long term debts.
So in order to fix this problem RBS
PL c should go for capital restructuring
by raising more capital through equity

rather than debt source of financing.
The work culture prevailing in the
RBSPLcisvery satisfactory because
the perception of their employees
towards the issue of merger is more
towards positivity as discussed above
inthe analysis of primary data.

M ethodology

This research study is broadly
guantitativein nature and acase study
and descriptiveresear ch design has
been formulated to get an answer,
whether the policy of merger and
acquisition followed by many banking
institutions throughout the world,
really helped improve their
functioning and profitability. And for
this very purpose, the case of merger
of ABN AMRO and RBS PLc have
been used and chosen it as sample
company for thisresearch study. Data
from several previous studies,
research papers have been referred to
gain basic knowledge about the
profitability and managerial practices
of RBS PLc. Few interviews with
RBS PLc employees have been
conducted in order to get data about
prevailing managerial practicesinthe
bank and operational efficiency.

For the purpose of financial data
analysis figures from P&L a/c and
bal ance sheet and CFS have been used
to calculate various ratios in order to

35



compare the post and pre merger
performance of the RBS. Also various
review data have been used for critical
comments on the managerial
functioning of the bank. For the
purpose following broad categories of
ratios have been calculated:

1. Profitability

2. Liquidity

3. Leverage

4. Activity Ratios
Hypothesis

In order to prove the rationale of this
research study, | have developed
following hypothesis:

Null HypothesisHo - The profitability
of the Royal Bank Of Scotland does
not improve after the merger.

Alternative Hypothesis H1 - The
profitability of RBS PLC improve
after the merger.

In order to authenticate the outcome
of the data analysis a one sample t-
test has been conducted. This t test
was finalised because the samplesize
inthe study issmall i.e. below 30 and
which is apt for t test hypothesis
testing.

Gearing ratios, liquidity ratios and
profitability ratios have been
calculated and the profitability of the
company was checked at large. These
accounting ratio can be a convenient
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and reliable tool for the stakeholders
in not only analyzing the present
condition of the company but also it
provides basis for the analysis of the
future prospects of the company and
rational decision making and this
feature of ratio analysiswould prove
to be agreat help for me to conduct a
comparative study of the financial
statement of RBS, before and after the
acquisition of ABN AMRO during the
2008 financial crisis. For the purpose
of qualitative study of management
techniques and the competitive
advantage of RBS, it is necessary to
study the management practices and
basic operational practices of RBS
especially inthe Indian market.

D. DataAnalysis
(based on secondary data)

Following is the general information
about the Royal bank of Scotland
(table 1) :



Tablel

Type

Industry
Founded
Headquarters
CEO

Key Products
Employees

Net worth
Current P/Eratio
Current EPS
Sharesoutstanding

Price/ Salesratio

Public Company
Financeand insurance
1727

Edinburgh, Scotland

RossMcEwen

Consumer banking, corporate banking, financing and insurance

1,41,000
£37,090 million
16.64

-0.81

6,204 million
1.38

As per the consolidated Income statements and balance sheet of the RBS PLc (see
annexure) which has been collected from different sources. These are the income
and position statement of the RBS PL ¢ two years before M&A i.e. 2005 and 2006
and two years after M&A i.e. 2007 & 2008.

Liquidity RatiosComparison

Table 2

Liquidity Ratio
Current Ratio
Quick Ratio
Cash Ratio
Working Capital

Before Merger
0.545
0.48
14
3407954

After Merger
0.95
0.93
0.07
9658680

Status
Better
Better
Better

Unfavourable
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Fig: 1Liquidity RatiosComparison

B Before Merger

m After Merger

Current Ratio Cuick Ratio Cash Ratio

The table 2 showsthe calculated average liquidity ratios of the firm and also it
shows acomparison of pre and post merger performance of RBSPLc. It givesa
clear picture of liquidity position of RBS and it would be apt to say that the
bank isin abetter liquidity position after the merger with ABN AMRO. Except
from the fact that the working capital has substantially increased, the ideal
maintenance reserve of working capital reflectsthe unwise usage of short term
asset and liabilities of the firm.

Profitability Ratios Comparison

Table 3
Profitability Ratios Before After Satus
M er ger M er ger

Return on Assets -.96% 0.20% Better

Return on Equity -10.17% -3.44% Better

Gross Profit Margin 3.86% 2.33% Unfavourable
Net Profit Margin -1.14% 0.26% Better
Pre-Tax Profit Margin -1.52 0.96% Better
Operating Profit Margin 2.05% 3.67% Better
Management Rate of Return 2.13% 3.71% Better
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Apart from comparing liquidity, the profitability ratioisalso avital indication
of performance of the firm, it gives a clear picture of the very reason of the
existence of any firmi.e. profits. Table 2 shows that profitability of the RBS
PLc has got better after the merger with ABN AMRO. The reason behind this
conclusion is that out of 7 profitability ratio 6 ratios gives favourable post
merger indications.

Solvency/L ever age Ratios Comparison

Table 4
Solvency Ratios Before After Satus
Merger Merger
Total Debtsto Equity 17.80 10.68 Better
Proprietary Ratio 0.06 .09 Better
Interest Coverage Ratio -0.24 .20 Unfavourable
Debt Retio 94 91 Better
Long Term Debtsto Equity 14.36 7.55 Better

Fig: 2 Solvency/L ever age Ratios Comparison

20
18
16 -
14
12
10 +
2 m Before Merger
6 m After Merger
4
2
0 _— - - T 1
.2 _Total Debts Proprietary Interest Debt Ratio Long Term
to Equity Ratio Coverage Debts to
Ratio Equity
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The above ratios (see table 3) determines the solvency of the firmi.e. whether the
firmiscapable enough to meet itslong term financial obligations. The abovetabled
ratios gives a clear indications that RBSs long term paying ability has improved
significantly and henceit can be said that merger of ABN AMRO hasprovedtobea
better decision in terms of its solvency.

Returnson I nvestment RatiosComparison

Table 5
Return on I nvestmentRatios Before After
Merger M er ger Status
Return on Capital Employed 1.46% 1.58 Better
Return on Sharehol dersFunds 7.24% 8.67% Better

The above table 4 shows the comparison of ratioswhich givesthetotal profits
earned against the total capital employed by the firm. The bank now gets better
return on thetotal capital invested after the merger with ABN AMRO. The bank
iIsnow in abetter position to avail higher earning to the shareholders of the RBS
PLc.

Market Stock Ratios Comparison

Table 6
Market Stock Ratios Before After Satus
Mer ger Mer ger
Earnings Per Share 0.31 -0.59 Better
Earning Yield Ratio 0.05 0.01 Better

The above calculated average ratios of the bank give the market value of the
stock of the firm. These ratios assist investors in making right investment
decisions. The current status of the bank isin abetter position after the merger
withABN AMRO.

A. DataAnalysis(based on primary data)
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RBSLiquidity Improved After M& A

Table 7
Frequency | Percent Valid Cumulative
Per cent Per cent

Strongly agree 4 14.3 14.3 14.3
Agree 10 35.7 35.7 50.0
Neutral 5 17.9 17.9 67.9
Disagree 9 32.1 32.1 100.0
Total 28 100.0 100.0

About 50% of the total respondents agreed that the liquidity of the RBS PLc
improved after the acquisition of ABN AMRO. Apart from the fact that 50% of
the employees of RBS agreed to improvement of liquidity of RBS, there were
18% of employee who were neutral, it means that they did not denied to it as
well.

Ownership getsdiluted after M& A

Table 8
Frequency | Percent valid Cumulative
Percent Percent

Always 5 17.9 17.9 17.9
_ Sometimes 15 53.6 53.6 71.4
Vaid - ey 7 25.0 25.0 96.4
Never 1 3.6 3.6 100.0

Total 28 100.0 100.0

From the above tableit is clear that most of the employees agreed that merger
does effect the consistency of the ownership which means always or sometimes
the owner’s equity gets diluted with addition of the stakeholders of the firm
which has been acquired. Majority of the RBS PLc employees admitted that
after the merger with ABN AM RO the equity of the RBS PL c got diluted.
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Convertibility & ROA ImprovesAfter M& A

Table 9
Frequency | Percent Valid | Cumulative
Percent| Percent
Strongly agree 6 21.4 21.4 21.4
Agree 13 46.4 46.4 67.9
Valid Neutra 21.4 21.4 89.3
Disagree 7.1 7.1 96.4
Strongly Disagree 1 3.6 3.6 100.0
Total 28 100.0 100.0

Abovefrequency distribution showsthat majority of the employeesagreeto the
fact that Return on asset of the RBS PLc improved by the acquisition of ABN
AMRO. Nearly 68% of the respondents were in the favour admitted to it and
when we cumul ate the percentage of responses about 90% of the employee did
not deny the improvement of convertibility of thefirm.

Profitability & Diversification Are Related

Table 10
Frequency | Percent Valid Cumulative
Per cent Per cent
Yes 14 50.0 50.0 50.0
valid o 14 50.0 50.0 100.0
Total 28 100.0 100.0

The frequency distribution in the above table gives a clear picture that the
employees of RBS were evenly distributed on the question that whether the
profitability and diversification are related. Exactly 50% of the employees
said that the above two mentioned variables are related to each other.
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Fig: 3 Effectsof MeCrger and Acquisition on Employees

Psychological effect on employees due to M&A

L ooking into the effects of merger and acquisition on the psychological state of the
employees, the above pie chart shows that majority of the employees were either
neutral or positive towards the decision of acquisition of ABN AMRO. Rest of the
employees either felt neglected or took it negatively altogether. But therewasvery
less, so it could be well concluded that majority of the employee welcomed the
decision of acquisition of ABN AMRO.

Fig: 4 Most EffectiveAlternativesto Overcome Financial Crisis

Best option to overcome financial crisis

B Capital restructuring
MaA

The above pie chart shows that the employees of RBS PL ¢ voted for changein
management would be the best option to overcome thefinancial crisiswhilethe
second best option they were in favour of was the merger and acquisition with
some other firm. About rest of 35% respondents were in the favour of overall
capital restructuring or gaining access to new markets.
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Fig: 5 Crucial Factorsbehind Merger and Acquisition

What are the major factors of M&A?

About 40% of the employeeswere of the opinion that RBS took the decision of
merger with ABN AMRO to increase its market share while about same
percentage of respondent said that diversification of its services and products
drove RBSto acquireABN AMRO. Whilerest of the employeesi.e. about 30%
of them said geographical expansion or operational efficiency was the reason
behind this particular decision of merger with ABN AMRO.

Correlation Between CrossBorder M & A Efficiency Gains

Table 11
M&A
alows firms
toobtain Org. benefits
efficiency from cross
gans border M&A
through cost
reduction
1 .019
M&A allowsfirmsto Pearson
obtain efficiency gains Correlation 924
' Sig. (2-tailed
through cost reduction 9. ( g ) 8 -
Pearson .019 1
Org. benefits from cross Correlation 924
border M& A Slg. (2—ta|Ied)
N 28 28
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The above table shows the correlation between the cross border merger and
acquisition and the efficiency gainsthrough cost reduction. Thevalueris0.019
which infer that there is some correlation between the above mentioned factors
and the respondents agreed to the fact that cross border M& As are onefactor to
benefit the organization to obtain competitive edge by reducing the cost of
operations.

One-Sample Statistics

Table 12
N Mean Std. Std.Error
Deviation Mean
RBS Profitability 28 2.5714 99735 .18848
increased after the
M&A of ABNAMRO
One-Sample Test
Table 13
Test Vaue=0

95%

- of Slg (2- Dl\?fi:— Confidence
tailed) Interval of the
©NCe | Difference

Lower | Upper

RBS Profitability increased after
theM&A of ABN AMRO

13.643| 27 .000 |2.57143 2.1847|2.9582

The table above shows the outcome of thet test, thet test was conducted at the
95% confidencelevel, the result showsthe significancelevel (t = 0.000) which
islessthan the tabul ated significance of 0.05, therefore thereisastrong evidence
to reject the Null hypothesis Ho in favour of the alternate hypothesisH1. So it
is very much clear from the alternate hypothesis that the profitability of RBS
PLc increased after the acquisition of ABN AMRO.
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RBS Profitability Increased After M& A of ABNAMRO

Table 14
Frequency | Percent Valid Cumulative
Per cent Per cent
Strongly agree 3 10.7 10.7 10.7
Agree 12 42.9 42.9 53.6
Valid Neutral 8 28.6 28.6 82.1
Disagree 4 14.3 14.3 96.4
Strongly Disagree 1 3.6 3.6 100.0
Total 28 100.0 100.0

The above table show the result of one samplet test and the frequency of the
responses to the question whether RBS PLCs profitability increased after the
acquisition of ABN AMRO. Approximately 54% of respondents either strongly
agreed or agreed to it. Out of the remaining respondent about 29% of the
employeeswere neutral toit. It should be noted that only 18% of the respondent

did not agreeto it.

A. Conclusion and Suggestions
Thegross profit of RBS PLc has been
declining even after merger withABN
AMRO which indicates the low
growth in sale of its core banking
products. Theworking capital fund of
the RBS PLc is significantly
increasing over the year which
indicates the disproportionate usage
of current asset, so the bank must
redistribute its current asset. There
are certain issues and suggestions
based on this research study listed
below:

« The banks cost of capital is
significantly higher than other
competitors in the market and
therefore bank must take action to
reduce its cost of capital like
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capital restructuring, considering
dividend decision.

e In order to match with the
accounting practices being
followed by the ABN AMRO
bank, RBS should adopt the IFRS
practices.

* The gross profit of RBS PLc has
been declining even after merger
withABN AMRO which indicates
the low growth in sale of its core
banking products.

 The working capital fund of the
RBS PLc is significantly
increasing over the year which
indicates the disproportionate
usage of current asset, so the bank
must redistributeits current asset.

e Thestudy clearly indicatesthat the



bank’s ability to pay interest over
its debts have dropped after the
merger with ABN AMRO and
probable rationale behind this
could bethat the merging firm may
have bought a significant number
of long term debts. So in order to
fix this problem RBS PL ¢ should
go for capital restructuring by
raising more capital through equity
rather than debt source of
financing.

» Thework culture prevailing inthe
RBS PLc is very satisfactory
because the perception of their
employees towards the issue of
merger ismore towards positivity
as discussed aboveintheanalysis
of primary data.

o Thisparticular merger has by and
large improved the competitive
edge of the RBS PLc that they
might need to broaden their
presencein the untouched markets.

« RBSPIc should provide enabling
financial environment to ABN
AMRO in order to regain its lost
profitability.

 The EPS and P/E ratio are better
after the merger whichisgiving a
clear indication good financial
health and better operational
performance of banksinvolved.
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Annexurel
STATUTORY AND PRO FORMA INCOME STATEMENT

FORTHE YEAR ENDED 31 DECEMBER 2005

S.no | Items Amount (inM £)
1 Net interest income 9,071
2 Fees and commissions receivable 6,473
3 Feesand commissions payable (1926)
4 Incomefrom trading activities 1988
5 Other operating income 2138
6 | nsurance net premium income 5647
8 Non-interest income 14320
9 Total operating income 23391
10 Administration expenses—staff costs 5105
11 Other operating expenses 4692
12 operating expenses 9797
13 Profit before other operating charges 13594
14 Insurance net claims 4260
15 |mpairment losses: Loansavailable-for-

sale financia assets 140283
16 Operating profit before amortisation of

Intangibles and integration costs 7849
17 Amortisation of intangibles 45
18 | ntegration costs 520
19 Profit before tax 7284
20 Taxation 1995
21 Profit after tax 5289

(Source: Compiled data from annual reports of RBS PLC)
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CONSOLIDATED BALANCE SHEET AT 31 DECEMBER 2005

S.no| Assets Amount (in M £)
1 Cash and balances at central banks 4,293
2 Treasury bills and other eligible bills 6,110
3 Short term Loans and advances to banks 61,073
4 L oans and advancesto customers 347,251
5 Debt securities 93,908
6 Equity shares 4,723
7 | ntangible assets 19,242
8 Property, plant and equipment 16,428
9 Settlement balances 5,682
10 Derivatives at fair value 17,800
11 Prepayments, accrued income and other assets 11,612
12 Total assets 588,122
Liabilities
13 Deposits by banks 90883
14 Customer accounts 283315
15 Debt securitiesin issue 63999
16 Settlement balances and short positions 32990
17 Derivatives at fair value 18876
18 Accruals, deferred income and other liabilities 17648
19 Retirement benefit liabilities 2940
20 Deferred taxation liabilities 2061
21 Insurance liabilities 8647
22 Subordinated liabilities 20366
23 Total liabilities 550725
24 EquityMinority interestShareholders’ equity 349233905
25 Total equity 37397
26 Total liabilitiesand equity 588122

(Source: Compiled datafrom annual reports of RBSPLC)
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STATUTORY AND PRO FORMAINCOME STATEMENT

FOR THE YEAR ENDED 31 DECEM BER 2006

Interest receivable
Interest payable

Net interest income

Fees and commissions receivable

Fees and commissions payable

Income from trading activities

Other operating income (excluding insurance premium income)
Insurance premium income

Reinsurers’ share

Non-interest income
Total income

Staff costs

Premises and equipment
Other administrative expenses
Depreciation and amortisation

Operating expenses*

Profit before other operating charges and impairment losses
Insurance claims

Re i nsu rers’ sh are
Impairment losses

Operating profit before tax
Tax

Profit for the year
Minority interests

Preference dividends

Profit attributable to ordinary shareholders

2006
£m

24,6 88
14,092

10,596

7,116
(1,922)
2,675
3,564
6,243
(270)

17,408
23,002

6,723
1,421
2,658
1.678

12,480

15,522
4,550
(92)
1,878

9.136
2,689

6,497
104
191

6,202

(Source: Compiled datafrom annual reports of RBS PL )
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CONSOLIDATED BALANCE SHEET AT 31 DECEMBER 2006

Assets

Cash and balances at central banks
Treasury and other eligible bills
Loans and advances to banks
Loans and advances to customers
Debt securities

Equity shares

Intangible assets

Property, plant and equipment
Settlement balances

Derivatives

Prepayments, accrued income and other assets

Total assets

Liabilities

Deposits by banks

Customer accounts

Debt securities in issue

Settlement balances and short positions
Derivatives

Accruals, deferred income and other liabilities
Retirement benefit liabilities

Deferred taxation

Insurance liabilities

Subordinated liabilities

Total liabilities

Equity:

Minority interests
Shareholders’ equity”
Called up share capital
Reserves

Total equity

Total liabilities and equity

*Shareholders’ equity attributable to:
Ordinary shareholders
Preference shareholders

2006
£m

6,121
5,491
32.60S
466,893
127,251
13,504
18,904
18,420
7,425
116,681
8,136

871,432

132,143
384,222
85,963
49,476
118,112
15,660
1,992
3,264
7,456
27,654

825,942

5,263

815
39,41
45.490

371.432

36,546
3,681

40,227

(Source: Compiled datafrom annual reports of RBS PL.c)
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STATUTORY AND PRO FORMAINCOME STATEMENT

FORTHE YEAR ENDED 31 DECEMBER 2007

Interest receivable
Interest payable

Net interest income

Fees and commissions receivable

Fees and commissions payable

Incorne from trading activities

Other operating income (excluding insurance premium income)
Insurance premium income

Reinsurers’ share

Non-interest income

Total income

Staff costs

Premises and equipment
Other administrative expenses
Depreciation and amortisation

Operating expenses”

Profit before other operating charges and impairment losses
Insurance claims

Reinsurers’ share

Impairment losses

Operating profit before tax
Tax

Profit from continuing operations
Loss from discontinued operations, net of tax

Profit for the year
Minority interests

Other owners

Profit attributable to ordinary shareholders

2007

33,420
20,752

12,668

8,465
(2,311)
1,327
4,857
6,398
(289)

18,447

31,115

7,552
1,766
3,147
1,970

14,435

16,680
4,770
(118)
2,128

9,900
2,052

7,848
136

7,712
163

246

7,303

(Source: Compiled datafrom annual reports of RBSPLC)
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CONSOLIDATED BALANCE SHEET AT 31 DECEMBER 2007

Assets

Cash and balances at central banks
Treasury and other eligible bills
Loans and advances to banks
Loans and advances to customers
Debt securities

Equity shares

Settl ement ba la n ces

Derivatives

Intangible assets

Property, plant and equipment
Prepayments, accrued income and other assets
Assets of disposal groups

Total assets

Liabilities

Deposits by banks

Customer accounts

Debt securities in issue
Settlementbalancesandshortpositions
Derivatives

Accruals, deferred income and other liabilities
Retirement benefit liabilities

Defe rred taxati on

Insurance liabilities

Subordinated liabilities

Liabilities of disposal groups

Total liabilities
Equity:

Minority inte rests
Owners' equity*
Called up share capital
Reserves

Total equity

Total liabilities and equity

1,900,519

2007
£m

17,866
18,229
219,460
829,250
276,427
53,026
16,589
337,410
43,492
18,750
19,066
45,954

312,633
682,365
273,615
91,021
332,060
34,024
496
5,510
10,162
37,979
29,228

1,809,093

1,900,519

33,388

2,530
50,508
91,426

(Source: Compiled data from annual reports of RBS PLc)
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STATUTORY AND PRO FORMAINCOME STATEMENT

FORTHE YEAR ENDED 31 DECEMBER 2008

2008

£m

Interest receivable 49,522
Interest payable 30.847
Net interest income 18,675
Fees and commissions receivable 9,831
Fees and commissions payable (2,386)
(Loss)Zincome from trading activities (8,477)
Other operating income (excluding insurance premium income) 1,899
Net insurance premium income 6,326
Non-interest income 7,193
Total income 25,868
Staff costs 10,241
Premises and equipment 2,593
Other administrative expenses 5,464
Depreciation and amortisation 3,154
Write-down of goodwill and other intangible assets 32,581
Operating expenses” 54,033
(Loss) / profit before other operating charges and impairment (28,165)
Net insurance claims 4.430
Impairment 8,072
Operating (loss)/profit before tax (40,667)
Tax (credit)/charge (2,323)
(Loss)/profit from continuing operations (38,344)
Profit'(loss) from discontinued operations, net of tax 3,971
(Loss)/profit for the period (34,373)
Minority interests (10,832)
Other owners’dividends 596
(Loss) / profit attributable to ordinary share holders (24,137)

(Source: Compiled data from annual reports of RBS PLc)
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CONSOLIDATED BALANCE SHEET AT 31 DECEMBER 2008

2008
£m

Assets
Cash and balances a: central banks 11,830
Net bans and advances to banks 70,637
Reverse repurchase agreements 59,771
Loans and advances 0 ban ks 129,408
Net loans and advances :0 cus:orrers 691,876
Reverse repurchase agreeiren-i and stock borrowing 33,289
Loans and advances :0 cu s.omers 731,165
Debt securities 253,098
Equity shares 22,094
Sellemenl balances 17,812
Derivatives 991,493
Intangible assets 16,386
Property, plant and equipment 17.169
Deferred taxation 5,409
Prepayrren”.5, accrued income and other assets 20,715
Assets of disposal groups 67
2,216,646
Consortium share of shared assets 2,047
Total assets 2,218,693

Liabilities

Deposits by banks 178,268
Repurchase agreements and s:ock lending 83,666
Deposits by banks 261,934
Met customer accounts 460,318
Repurchase agreements and s:ock lendi ng 58,143
Customer accou nts 518,461
Debt securities in issue 269,188
Settlement balances and short positions 54,264
Derivatives 969,396
Accruals, deferred i nccme and other liabilities 23,453
Retirement benefit liabil ities 1,547
Deferred taxation 2,930
Insurance liabil ities 7,480
Subordinated liabilities 43,678
Liabilities of disposal groups -
2,152,331
Consortium share of shared assets 2,047
Total liabilities 2,154,378

Equity:
MinoriTy interests 5,436
Owners’ equity 58,879
Total equity 64,315

(Source: Compiled datafrom annual reports of RBS PL )
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“A Study of Consumer’s Buying Behaviors
towards Tobacco Products in Mumbai”.

* Chetan Jagtap

Abstract:

A study is planned to identify the consumers buying behaviour towards
tobacco consumption in Mumbai city by Mr.Chetan Jagtap ( MMS in
Marketing) .

Method: The study will be descriptive and analytical in nature. The study is
aimed at describing the consumer behavior pattern in tobacco segment and
to know the existing and future market. Therefore, Survey method will be
followed. The data will be collected through interview method and tool will
be used as checklist for statutory warning about cigarette consumption
influences consumer behavior, a structured questionnaire to identify consumer
behavior with respect to tobacco consumption and a Likert scale is used to
find out impact of visual display of different brands on consumer buying
behavior. The respondents will be given complete freedom to express their
views. 50 samples are planned to identify the research hypothesis.

Materials and Methods

Research design: The study will be descriptive and analytical in nature. The
study isaimed at describing the consumer behavior pattern in tobacco segment
and to know the existing and future market. Therefore, Survey method will be
followed.

Collection of data: In order to find out the consumer behavior pattern in
tobacco among target population who are men/ women. The data will be
collected through interview method and tool will be used as an unstructured
guestionnaire. The schedule contained both open ended as well as close ended
guestions. The respondents will be given complete freedom to express their
views.

Secondary data will be collected from books, journals, Reports and websites.
Sampling design: It will be non probability sampling technique as samples
will be selected on the basis of the availability of the respondents.

56 * Research Scholar Mumbai University



Sample Universe: People in Mumbai. (Men and women who smoke.)
Sample size: 1000 persons.

Data analysis. Data would be analyzed with the help of computer software
where statistical tools and techniques will be followed.

K eywords—Consumer, Buying Behavior, Brand, Tobacco, L oyalty.

Aims & Objectives:

1. To study if statutory warning about cigarette consumption influences
consumer behaviour.

2. To understand consumer behaviour with respect to tobacco consumption.

3. Tounderstand theimpact of visual display of different brands on consumer
buying behaviour.

Rationale/ Resear ch Hypothesis

HO- There is no significant difference in the behavior of consumer towards
tobacco with respect to age group.

H1- Thereisasignificant differenceinthe behavior of consumer towardstobacco
written age group.

HO- There is no significant difference in the behavior of consumer towards
tobacco with respect to income group.

H1- Thereisasignificant differencein the behavior of consumer towardstobacco
with respect to income group.

INTRODUCTION

A business, also known as an
enterprise or a firm, is an
organization involved in the trade of
goods, services, or both to consumers.
Businesses are prevalent in capitalist

and services to customers for profit.
Businesses may al so be not-for-profit
or state-owned. A business owned by
multipleindividuals may be referred
to as a company, although that term

economies, where most of them are
privately owned and provide goods

also has a more precise meaning
The etymology of “business’ stems
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from the state of being busy, and

implies commercially viable and
profitable work. The term “business’
has at least three usages, depending
on the scope in which it is used. A
business can mean a particular
organization, while a more
generalized usage refers to a
particular market sector, i.e. “the
music business’. Compound forms
such as agribusiness represent subsets
of theword'’sbroadest meaning, which
encompasses all the activity by all the
suppliers of goods and services.

REVIEW OFLITERATURE

1. European Journal of Public Health
had published an article related to the
tobacco sales ban and tobacco
purchases by adolescents: a general
population study in The Netherlands
in 2005 , Research was conducted by
Verdonk-kleinjan et all, The study
aimed to assess the effect of the
introduction on 1 January 2003 of a
legal tobacco sales ban in The
Netherlands on tobacco purchases by
smoking and non-smoking adol escents
aged <16 years. Methods used was
two cross-sectional surveys were
conducted among adolescentsaged 13
through 15 years, one at the end 1999
(n=4751) and the other at the end of
2003 (n =13 298). Investigator found
the percentage of adolescents buying
tobacco was decreased significantly
from 26.3%in 1999 t0 10.8% in 2003
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(P < 0.001). Further analysis showed
that, after the ban, the proportion of
smokers among buyers almost tripled
[Odds Ratio (OR) = 2.9], while the
likelihood of non-smokers buying
tobacco decreased strongly (OR =
0.17). A difference in the pattern of
purchasing tobacco also emerged after
the ban. In 2003, the proportion of
smokers buying at least weekly in
commercial outletswaslarger thanin
1999. For non-smokers there was no
difference between 1999 and 2003 in
the proportion buying weekly. The
variety of commercial outletsinwhich
purchases were madeincreased among
both smoking and non-smoking
purchasers of tobacco. | mplementation
of the 2003 tobacco sales ban has had
the (intended) effect of lowering
tobacco purchases among adol escents.
This was mainly due to the decrease
in the likelihood of buying tobacco
among those who regard themselvesas
anon-smoker. The decreasein buying
tobacco is associated with a decrease
in prevalence of smoking. The sales
ban has probably contributed to a
stronger decrease in prevalence of
smoking.

(Intheplan study investigator would
like to find out the attitude of the
consumer regarding buying of tobacco
products like cigarettes , in above
study researcher could not analyzed the
detailed aspects of behavior of
consumer whichwill helpinfutureto



identify the need of consumer to buy
tobacco products.)

2. Strong, Carolyn A;
SidiraEftychiaMarketing Intelligent
conducted a study in 2006 on , The
influence of family and friends on
teenage smoking in Greece. The
purpose of this study isto investigate
theinfluence of family and friends on
teenage smoking behavior in Greece,
as distinct from tobacco marketing,
against the background of relevant
literature and previous studies
elsewhere.

Methodology used in this exploratory
study was undertaken viaaresearcher-
administered anonymous
guestionnaire, distributed to asample
of Greek teenagersin coffee shopsand
fast-food restaurants, with structured
guestions and the opportunity for open
discussion during completion. The
aim was to elicit evidence from
teenage smokersthemselves, and age
group not known for their forward
communications. The age of thesample
of 100 ranged from 16 to 19 yearsold
and the majority were in full-time
education.

With the proviso that the structure and
scope of the survey limitsthe certainty
of conclusionsabout the links between
teenage smoking and theinfluences of
family and friends, the design
identified common themes, with the
findings giving attention to the

similarities in links between
particular smoking related issues
(Creswell, 1994; Hibbert et al ., 2005).
It is acknowledged that further
research using a larger sample is
required to add rigour to the study.

The data show that 11 per cent were
offered a cigarette by a family
member; and 16 per cent had tried
cigarettes bought by afamily member,
without their knowledge. In other
words, nearly athird of respondent’s
cigarette consumption is closely
linked to family smoking behaviour.
Consumer socialization of children
rests on the presumption that children
learn about consumption by watching
and imitating their parents. This
influence declines, but does not
disappear, as children get older and
develop preferencesfor other sources
of information, especially that of their
older siblings and their peers (John,
1999; Peter and Olson, 2001). This
finding, therefore, tentatively suggests
that thefirst trial of cigarette smoking
Is linked with family smoking
behaviour, an indication that
experimentation and continuation are
an outcome of consumer socialization.

Nearly a quarter of respondents (22
per cent) reported that all or most of
their family members smoked, and
amost half (45 per cent) that some
family members did. With respect to
peer influence, morethan half (53 per
cent) stated that all or most of their
friends were smokers, while 45 per
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cent stated that only somewere. Only
two of the 100 adolescents had no
friendswho smoked, afinding clearly
reflecting the known high incidence of
smoking in Greece. The responses
reveal that teenage smokers were
somewhat more likely than non-
smokers to have immediate relatives
who smoked: 49 per cent versus 40
per cent. They were also significantly
more likely to have friends (“all” or
“most”) who smoked: 61 per cent
versus 42 per cent. In short, young
smokers were one and a half times
more likely than non-smokersto have
friends who smoked.

( Above study could not reveal the
attitude and behaviour of the family
and friends towards the teenagers
which influence them to adopt certain
practices of addiction those can be
certain coping strategies or peer
pressure among teenagers or it could
be modelling of popular actors, hence
it could not identify the psychological
aspectsof young teenagers.In planned
study investigator isgoing to find out
the attitude and behaviour of family
and friends those can either prevent
or influence teenagersfor consumption
tobacco.)

3. A number of studies investigating
thereasonsfor taking up the smoking
habit have found strong associations
with the consumption patterns among
teenagers' peers and families.

In the UK, children of 11-15 years-

old from 32 secondary schools in
60

England and Wales were sel ected and
interviewed in 1986, 1987, 1988
(Goddard, 1990). This exploratory
study revealed the strength of the
associ ation between current smoking
behaviour and parental and sibling
smoking. Children were twice as
likely to smoke, if both their parents
were smokersthan they wereif neither
was. Parents’ smoking behaviour was
alsofoundto havelittle effect, if there
were siblings who smoked. Girls
appeared to be somewhat more
susceptibleto theinfluence of siblings
than boys. Children in single-parent
familieswere also morelikely to start
smoking whether or not the parent was
a smoker. This finding suggests that,
in stressful situations, children are
likely to see smoking as an escape
from unhappiness.

( In above study the investigator
thrown the light on parenting
behaviour which influences the
teenagers for smoking or consuming
tobacco products but did not specify
their faulty parenting , hence plan
study will reveal the data related to
parenting where addiction of tobacco
among teenagers in Indian society is
not acceptable .)

4. Another government-sponsored
survey inthe UK (Dawe and Goddard,
1997) cast light on the influence of
peers and family on smoking
behaviour among the 11 to 15 year
oldsin England, suggesting the main
reason for starting to smoke was that



they wanted to “seewhat it was like”,
while others do so because their
friends said they should and so that
they would fit in with them. Half of
those surveyed tried their first cigarette
in the company of friendsfrom school,
and a third in the company of other
friends. Almost, half the respondents
reported that they thought smoking was
part of growing up, that it was
sometimes difficult to refuse a
cigarettewhen it was offered, and that
it was difficult not to smoke, if most
of their friendsdid (Owen and Bailing,
1995).

(Above study provides datarelated to
faulty parenting and peer pressure are
equally responsible for teenagers
smoking behavior but did not flashed
light on responsible factors for their
smoking behavior aswell asmarketing
strategies used by sellers who could
attract the teenagers , planned study
will reveal both the attributes in
respective study.)

Conclusion:

The study result will help the business
personsor entrepreneursto identify the
consumer behavior in consumption of
tobacco and learn to adopt the different
strategies to enhance the sell as well
as production of tobacco in respective
industry.

Thereason for abusinessfirmto come
into being is the existence of a
consumer who has unfulfilled needs

and wants. To fulfill these consumer
needs an organization is set up. In
professional capacity we may also be
a part of one such business
organization. But as part of the
organization, have we ever wondered
about who are the consumers of our
products and services? Why do these
consumers buy a particular brand and
not that of the competitors? How do
the consumers perceive our product
to fulfils their needs? After having
bought our product do they feel
satisfied or dissatisfied? and how are
these feelings reflected in their
behavior ?

It is important to the survival and
growth of the organization that we
regularly raise such questions and
attempt to find answersto them. It is
possible only through such process of
guestioning and seeking that we can
be sure of keeping our firm on the
growth path. A thorough knowledge of
our consumers and an understanding
of their behavior (as consumers) are
essential if we wish to continue to
remain in business.

These proposals provide me an
insight into the subject of consumer
behavior. After having read several
articles | would be able to spell out
who are consumers, why they behave
in the manner that they do, what
influencestheir behavior and how we
as a marketer can manipulate the
influencing factorsin our favor. This
Is the most important aspect of
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consumer behavior which has
practical actionimplicationsfor each
businessfirm. Once having understood
the behavior of consumers and
knowing that their behavior can be
influenced, we can initiate a number
of stepsto do so. Thisunit coversthe
nature, scope and applications of
consumer behavior.

Scope of the study:

Tobacco is the harmful substance for
human body but still productsare sold
openly in the market. Even after lots
of tax impositions on them, the
products are heavily in demand. This
study will help me in identifying the
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behavior of people written them
demographics towards tobacco
consumption. This is the most
important aspect of consumer behavior
which has practical implications for
each business firm. Once having
understood the behavior of consumers
and knowing that their behavior can be
influenced, we can initiate a number
of steps to do so. This study covers
the nature, scope and applications of
consumer behavior. In  companies
through better and sound understanding
of market and consumer behavior will
able to implement effective business
strategies. Which would add immense
value not only to the product but also
the perception of anindividual.



Journey of Higher Education in India Ten
YearsAhead: Vision 2025

*Sampurna Nand Mehta

I ntroduction

Education holds the key role in the
development of any nation. It laysthe
foundation for a continuous and
equitable growth of any country.
Higher Education isthe back bone of
any society. It imparts in-depth
knowledge and understanding so asto
advance the students to new frontiers
of knowledge in different walks of
life. Higher education is the chief
instrument for ensuring the upward
mobility of the people and the
advancement of the country.

In India, at the time of independence,
less than one-fifth of the population
was literate. There were only 20
universities and 500 colleges in the
country with 2.1 lakh students in the
higher education system. But, it has
witnessed atremendousincreasein the
number of Universities/University
level Institutions & Colleges since
Independence. The number of
Universities has increased 34 times
from 20 in 1950 to 677 in 2014. The
sector boasts of 45 Central
Universities of which 40 are under the
purview of Ministry of Human
Resource Development, 318 State

*(Ph D Scholar, University of Mumbai) Deputy Registrar, MGM'’s College of Engineering &

Technology, Navi Mumbai.

Universities, 185 State Private
universities, 129 Deemed to be
Universities (Figure 1). Apart from
Universities, 51 Institutions of
National Importance (established
under Acts of Parliament) under
MHRD (I1Ts - 16, NITs — 30 and
IISERs — 5) and four Institutions
(established under various State
legislations). The number of colleges
has also registered manifold increase
of 74 times with just 500 in 1950
growing to 37,204, as on 31st March,
2013.

Typewise Degree Awar ding Unversities/
University Level Institutionsin India-As
on 31 March 2014

Central
Deemed to be University
University ™
19%

2r% 47%
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The higher education systemin India
has grown in a remarkable way,
particularly in the post-independence
period, to become one of the largest
system of itskind in the world.

During the academic year 2013-14,
there had been 237.65 lakhs
(provisional) students enrolled in

various courses at all levels in
universities/colleges and other
institutions of higher education as
compared to the revised figure of
223.03 lakhs in the previous year,
registering anincrease of 6.56 per cent
(Figure 2).

Enrollment Growthin5years
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6.0% |
4.0% |
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Figure2

However, the system has many issues
of concern at present, like financing
and management including access,
equity and relevance, reorientation of
programmes by laying emphasis on
health consciousness, values and
ethicsand quality of higher education
together with the assessment of
institutions and their accreditation.
These issues are important for the
country, as it is now engaged in the
use of higher education as a powerful
tool to build a knowledge-based
information society of the 21st
Century.
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The Twelfth Five Year Plan for higher
education provides a good policy
foundation for India's higher
education future. A lot of work in
terms of detailing is needed to move
forward.

There have been many schemes and
effective steps taken by UGC to
strengthen the higher education in
India. In order to revive our tradition
to support higher education, and to
encourage the participation of society
in the development of universities, the
UGC initiated the scheme during XI
Plan entitled “ Incentivesfor External
Resource Mobilization”. Thisscheme



Isalso continued during the X11 Plan.
The contribution of the UGC will be
upto the extent of 25 per cent of the
contribution received by the
University for a particular year,
subject to amaximum of 750.00 lakh
per annum.

The Govt. of India allocated 7100
crores each to AMU and BHU as
additional fund for their Medical
Colleges under recurring as well as
non-recurring heads. An amount of
750 croreseach wasreleasedtoAMU
and BHU during 2013-2014 under the
scheme.

Expansion to Provide reservation
for OBC’sin admissions

The Central Educational Institutions
(Reservationin Admission) Act, 2006,
envisaging reservation of 27% of the
annual permitted strength in each
branch of study or faculty for the OBCs
(excluding the“creamy layer”), apart
from 15% for the SCs and 7.5% for
the STs, in Central Educational
Institutions (CEIs) established,
maintained or aided by the Central
Government, other than those
exempted under the Act, requiresthem
to increase the annual permitted
capacity for the academic session
2006-07 by 54% over a maximum
period of

3 years commencing from the
academic session 2008-09, with a
view to ensuring that the number of
unreserved seats available to the

OBCs as also to the SCs and the STs
for each academic session are
commensurate with theincreasein the
permitted capacity for that session.

Tuition Feewaiver scheme(TFWYS)
for economical backward class

The Govt. has taken steps to
encourage the economically backward
class of people under TFWS scheme
by giving 20% of additional
admissions abovethe approved intake
in various colleges. Under TFWS
scheme the people having annual
income less than 1 lakh can get
admission for their wards in
professional and technical colleges
with waive off facility of tuition fees.

Development (Plan) and
M aintenance (Non-Plan) Assistance
to Universities

A grant of 7247.47 crores (7215
croresfor University of Delhi, 712.50
crores for UCMS and 716.69 crores
for Visva Bharati) was released to
Central Universities during 2013-
2014 for implementation of OBC
reservation policy.

Strengthening/Setting up of schools
of education in Central universities

The UGC has been impressing upon
the Central Universities and other
Universities to establish Department
of Education and conduct programmes
for preparation of school teachersand
Teacher Educators. Inthewake of the
Right to Education Act, 2009 and the
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Government of India requested the
UGC to take urgent stepsfor expanding
institutional support of teacher
education inthe University system and
also to bring various qualitative
Improvements thereof. One such
aspect in entailing such initiative was
to establish School of Education in
Central Universities of the country.
With this objective, all the Central
Universities are establishing Schools
of Education within them and take
various activities relating to teacher
education other than pre-service
teacher education. These included
curriculum research, policy and
educational development, learning
and pedagogic studies, assessment
and evaluation, professional
devel opment of teacher educators, etc.

The UGC has sanctioned for expansion
and strengthening of teacher education
in 19 Central Universities for which
approval was given for various
teaching and non-teaching posts and
during X11 Plan an amount of 7110.00
crores was also sanctioned to these
Central Universities, out of which an
amount of 735.00 croreswasrel eased
during 2013-2014. The UGC has also
invigorated the initiative for reforms
in the curricula of the teacher
education courses, requesting
academic staff colleges to provide
refresher and orientation training

programmes for teacher educators, to
strengthen post-graduate programmes
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in the teacher education departments
and to run integrated teacher education
programmes.

As a result of the above efforts, at
present 36 Central Universities have
Schools/Departments of Education
offering various pre-service and other
teacher education programmes and
they have also intensified their efforts
for providing other related
programmes of teacher education.
The Govt. has made compulsory
accreditation for a higher education
Institution which has successfully
completed 5 years of their existence.
Such steps will effectively help in
enhancing the quality level of such
institutions.

By 2025, India will be amongst the
youngest nations in the world. With
nearly 70 million people in the
college-going age group, onein every
four graduates in the world will be a
product of the Indian higher education
system.

In 2025, India will be one of the
pioneers of ahigher education model
that is not just the best in the world,
but the best for the world, delivering
social, economic and intellectual
value par excellence.

In order to realize the goals, a
transformative and innovative
approach would be required across
all the levers of higher education:
from curriculaand pedagogy to the use
of technology to partnerships,



governance and funding. Making rapid
progress over the next two decades
would require a committed and
concerted effort from all stakeholders
involved i.e. academia, industry, and
Government. Technology based
education will be one of the best
effectivetoolsin enhancing the quality
education by 2025.

Today, the median age of India's 1.5
billion strong populationisamere 32;
agood ten years|ower than most other
nations in the world. Today, Indiais
the largest contributor to the global
workforce, itsworking age population
surpassing 950 million. It is no
surprise then that, India has emerged
to be the world’s third largest
economy — an achievement
underpinned, no doubt, by its unique
demographic advantage, but also a
prospect that would not have
translated into reality if not for the
country’s pioneering reforms in
university education over the past 20
years.

Over the last two decades, India has
remarkably transformed its higher
education landscape. It has created
widespread access to low-cost high-
qguality university education for
students of all levels. With well-
planned expansion and a student-
centric learning-driven model of
education, Indiahas not only bettered
its enrolment numbers but has
dramatically enhanced its learning

outcomes. A differentiated three-tiered
university system — where each tier
has a

distinct strategic objective — has
enabled universities to build on their
strengths and cater across different
categories of educational needs.
Further, with the effective use of
technology, India has been able to
resolve the longstanding tension
between excellence and equity. India
has also undertaken large-scale
reformsto better faculty-student ratios
by making teaching an attractive
career path, expanding capacity for
doctoral students at research
universities and delinking educational
qualifications from teaching
eligibility.

Despite these strides of progress,
India’s higher education institutions
arenot yet thebestintheworld—India
has fewer than 25 universitiesin the
top 200. Yet, India's post-secondary
education system is increasingly
recognised as being the best for the
world. The promise of excellence and
equity has made the Indian higher
education system worthy of emulating,
certainly inthe devel oping world that
facesthe same challengesasindiadid
in the decades prior to its higher
education reforms, but less obviously
in pockets of the developed world
which is under tremendous pressure
to provide higher education in cost-
effective ways.
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However, India has emerged as a
regional hub of education and attracts
global learners from all over the
world. Students, faculty and employers
now flock to Indiato learn, teach and
recruit as India dons the mantle of a
higher education leader and emerges
the role model for delivering high-
guality education to vast numbers at
low cost.

To achieve the envisioned state in
2025, transformational and innovative
interventions would be required
across all levers of the higher
education system. The architecture of
Higher Education Model is supported
by its base Foundation Funding and

Analysis& Suggestions
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Higher Education M odel

Governance. Funding & Governance
arethe Foundation of Higher education
institutions whereas Curricula &
Pedagogy, Faculty, Research,
Partnership, Infrastructure are its
pillars. Accreditation in higher
education actsas acatalyst to enhance
the quality of education which
ultimately help in strengthening the
academia- industry relationship. This
relationship is explained in Higher
Education model (Figure 3).
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In order to have strong pillars of education following suggestion required to
follow to achieve vision 2025. Each suggestion is accompanied by its impact

and key stepsto take to get it.

1.

Curricula & Pedagogy

1.1 Adopt a learner-cantered paradigm of education

Impact

Key actions

Effective and customized learning
Pool of reflexive and thoughtful
learners

Graduates with independent and
critical thinking skills

Increased innovation capability and
entrepreneurship in the country
Evolution of a workforce that can
readily adapt to the dynamic work
environment

» Develop content, pedagogy, and
assessment systems that support
experiential,interactive, and student-
centered learning

» Revamp the existing structure of
teaching in higher education
institutions tocater to the diverse
choicesand learning styles of students

» Trainfaculty in being good facilitators

1.1

I ntroduce multi-disciplinary, industry-oriented, entrepreneur ship, and

skill-based cour ses

Impact

Key actions

The students will able to get
professional and practical knowledge
alongwith traditional knowledge.

More & more students will get final
placement which increase academia-
industry interface.

Develop content/pedagogy in
accordance with requirements to
improve the skills.

Revise of existing evaluation (exam-
oriented approach) system to make
room for adoption of new teaching
techniques

Tie-ups/Partnerships with industry
playersfor internships

Train faculty membersto enable them
to deliver the revised curricula /
pedagogy

All undergraduate students have to
choose from a core group of common
subjects related to history,
communication, culture, environment
and society
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1.3 Include cour ses on social sciences and gener al awar eness for societal

development

I mpact

Key actions

» Students will get knowledge beyond
curriculum. They will not only become a
good professional but also a good human
being.

Develop content/pedagogy in
accordance with the requirements of
the courses

Train faculty to enablethemto deliver
therevised curricula

Launch modules on general
awareness/current affairs to produce
better informed citizens and
disseminate knowledge to improve
standards of health, hygiene,
sanitation, life expectancy and other
social parameters

Introduce full-fledged courses on
social administration, public health,
and cultural and heritage development

1.4 Adopt new pedagogical techniques:
experiential learning

blended learning, flipped classroom,

Impact

Key actions

» Traditional type classroom will be
converted into flipped classroom

» Theoretical information availablewith
the students in forms of texts notes
etc. More focus on presentation
practical knowledge.

Develop adequate bandwidth to
ensure fast and uninterrupted internet
connectivity at higher education
Institutions across geographies
Develop device-agnostic technol ogy
for accessing online content
Develop content/pedagogy in
accordance with the requirements,
including self-learning material for
online teaching as well as activity-
based content for face-to-face
teaching

Train faculty in this ‘new age’
pedagogy to enable them to
effectively deliver quality learning
outcomes
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2.

Faculty

2.1 Flexiblefaculty recruitment normsand offer incentivesfor attracting
faculty

Impact

Key actions

Qualified and experienced faculty will
more focus.

Industry experienced professionals
al so attracted towards teaching.

Introduce reforms in the selection
process of faculty members, based on
the requirements of institutions

Grant autonomy to best-in-class
institutions to devise their own
mechanisms to recruit faculty

Ensure active participation of the
industry in encouraging industry
professionals to accept faculty
positions

2.2 Retain high-quality faculty by implementingtenurebased and rewar ds-
based systems

Impact

Key actions

Faculty will be motivated towardstheir
work

Quality level of education will
improve.

Senior faculties will train junior
faculties.

Encourage higher education ingtitutions
to implement atenure-based system

Develop a structured and transparent
framework for performance evaluation
of faculty.

Implement a transparent and effective
performance-based remuneration
system

Implement asystem of peer reviewsand
student feedback in al higher education
institutions

Appoint an independent committeesin
institutionsto ensure accountability and
transparency inimplementation of these
initiatives.
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2.3 Encouragefaculty development and exchange programswith top-
end institutions

Impact

Key actions

Knowledge of studentswill explore

Faculty will get hands-on training
from top institutions.

Delivery of lecturewill improve

Develop effective faculty-devel opment
programs

Ensure fast and uninterrupted internet
connectivity to deliver faculty training
programsusing virtual classrooms.

Provide funding support to education
institutions to enable them to organize
activitiessuch assummer workshopsand
exchange programs.

Ensure active participation by best-in-
class faculty from top most institutions
tobe*hubs for training and development
of junior and mid-level faculty members
from other institutions

3.

Resear ch

3.1 Attract best-in-classfaculty to conduct resear ch

Impact

Key actions

» Enhancement of joint research programs

and other research collaborations
between top-most international
institutionsand Indian higher education
institutions.

Interaction and exchange of knowledge
between two different institutions lead
totheimprovement inthequality of their
research-based activities and generate
increased interest in research

| dentify institutions/countriesthat will
mutually benefit from research
partnershipswith Indian institutions

Identify areasthat would be of mutual
interest to international and Indian
institutions to forge research-based
collaborations

Provide attractive incentives to
international institutionsto engagein
collaborative research activities with
Indianinstitutions.

Formalizetie-upsof Indianinstitutions
with leading international institutions
to operationalize the mentor model.
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3.2 Develop centres of excellence in higher education institutionsto conduct high

guality research activity

Impact

Key actions

» Itwill improvetheresearch activity.

« Ableto generate fundsfor research
activities.

Develop platforms for interaction
between higher education institutions
and research centersin the country to
establish research-based
relationships.

Incentivize collaboration between
research institutions as well as
between research centers and
institutions.

Develop adequate infrastructure and
therequisite environment for R&D in
high quality academic institutions

Attract top-notch researchersto such
institutions to lead collaborative
research  between  multiple
stakeholders

Increase budget on R&D as a
percentage of GDP

3.3 Encourage community-focused/development oriented research at

academicingtitutions

Impact

Key actions

* It will help in improving academia-
industry interface

e Indian Universities tie-up with
international universities enhancing
research oriented work.

* Provide funding for community-

focused (or region-specific)
development oriented research.

encourage faculty and students to
conduct community-focused research

Ensure active participation of local
industry
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4,

Partnership

4.1 Strengthen industry-academia linkages across all aspects of the
education valuechain, from curriculaand faculty toinfrastructure, resear ch,
and placements.

Impact

Key actions

It will helpinimproving Placement
opportunities.

Alumni based will be stronger which
will help in generation of fund

Include corporate professionals for
visiting lectures seminar workshops
etc

Strengthen the alumni database

Allocate sufficient fundsfor practical
teaching methodol ogy.

Conducts various job oriented
modules

5.

Infrastructure

5.1 Encouragee-learning & digital learning system

Impact

Key actions

It will help in improving placement
opportunities.

» Alumni based will be stronger which

will help in generation of fund

Ease norms to allow established
higher education institutions to
increase their intake in the popular
streams in existing campuses

Deploy existing physical facilities
more efficiently by scheduling
multiple shifts and year-round
operations

Use digital mode of delivery of
lectures Create an affordable pricing
model to maximize usage of virtual
classrooms
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5.2 Library should beequipped with good and qualitative jour nals and books of

inter national standard

Impact

Key actions

» Students benefited of world class
knowledge

» Encourage e-learning and book bank
facilities

e Association with various world
famousjournalsand publishers

5.3 Encourage foreign universities to established their courses or campus within

Indian university

Impact

Key actions

» Students will get world class infra
facilities at lower cost

» Tie-upwithforeign universities

» Encouragetwining program

The above are few suggestive pointswhich
will helpin building asuperb class of higher
educationin India. Theabovewill bein place
if the Foundation of higher education
system are well planned i.e funding and
Governance should be strong.

Following are few suggestions to improve
and enhance the techniques of funding and
governance.

1. Finding

» Provide competitive access to public
research grants.

» Encourage corporate and alumni funding
by arranging various conferences
seminars and meets.

* Link public funding to institutional
performance

* Promoteindividual based funding

2. Governance/L eader ship

» Simplify theregulatory framework, move
increasingly towards autonomy and self-
regulation of institutions,

* Introduce mandatory accreditation

» Enforce mandatory disclosure of key
financial and operational information

» Provideathrust to internationalization of
|eadership, separate ownership and
management for effective governance

» Ensure effective self-regulation in all
higher education institutions by their
seeking guidance/direction from
suggested frameworks
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Conclusion

The Future of Higher educationinIndiais
very vast. The Government as well as the
I nstitutions are taking major precautionary
steps to improve and enhance the higher
education. The Indian Government is also
working hard in promoting the higher
education system by encouraging more and
more students to enrol. They are offering
scholarships and necessary support to the
meritorious and poor people. The
management of I nstitutions should be more
focused on quality based rather than quantity
based. If the higher education institutions
starts maintain the quality then definitely,
within 10 yearsIndiawill be one of the best
in higher education system. The growing
advance technology will give boost to the
education system and the student will get all
the facility with affordable fees within the
country. The quality of education will be at
par to the education of developed country.
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