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President’s Desk

Dear Members
This is my last message
to you all before I
demit my office on
25th July 2020 and I
thank each one of you
for the confidence
and faith reposed in
me to take forward activities of the Federation.
I hope that you and your loved ones are safe during
the present pandemic!
Year 2020 can be best described as ‘Existential’ in
terms of the threat we face as society and a species.
Uncertainty reigned as never before. This year has
been a year where I experienced feelings and
events on both ends of professional, personal and
emotional spectrum. There was very little middle
ground. You were in or out; hot or cold!
When we talk about ‘existential crisis’ created by
Covid-19 pandemic I must say that India fared far
better than many developed countries in controlling
the spread of virus and the number of deaths. For a
vast country like India with its teeming population,
the situation could have been far more critical had
the government not reacted early and imposed
lockdown / restrictions. But there are certain lapses
in planning and organization which could have
been avoided, like the woes of migrant workers, and
overnight announcement of lockdown impacting
livelihood of scores of people.
The spread of corona virus is still unabated,
increasing the numbers of affected people day
by day. With the announcements of unlock 1
and 2 by the Government of India, industry and
businesses are making their best efforts to get back
to normal activities despite the looming threat. The
government of India under ‘Atmanirbhar Bharat’ has
announced various measures to support and help
industries sail through these difficult times. India’s
comprehensive economic package to address
recovery and growth was amounting to over USD
295 billion, about 10 per cent of India’s GDP. RBI has
also announced few measures to help industries,
more particularly MSMEs. But the prolonged effect of
Corona virus calls for many more dynamic measures
to save people’s livelihood and I wish government
will come out with more announcements / extension
of reliefs.
The new reality taking shape is made of complexity,
uncertainty and opportunities. To adapt and thrive,
organizations must accelerate and become

resilient and agile. Now is the time to heed this
unprecedented wake-up call to be agile and
relevant to consumers and customers—not just
during the crisis, but also in the future. Companies
will need to continually flex with rapidly changing
conditions and begin building the structure and
capabilities to face a volatile future.
I am sure members of Federation are poised to take
the challenge and emerge as winners.
In this year, the Federation has conducted many
value added programs benefitting members as well
as non-members. Adapting to new normal, FTCCI
has gone for digitization and moved from physical
meetings to online meetings.
Federation worked relentlessly during the lockdown
period and afterwards in bringing the issues to the
notice of the government to resolve them and I am
happy to share that many of our recommendations
were taken into consideration and adapted into
their policy announcements.
The Federation is also in the forefront in recognizing
the services of frontline workers in controlling the
Covid-19 and distributed energy drinks among
police personnel, municipal workers, school children
and among people staying in orphanages with
the support of Coca-Cola India Private Limited. I
thank Sri T. Harish Rao, Hon’ble Minister of Finance,
Government of Telangana and Sri G. Kishan Reddy,
Hon’ble Minister of State for Home Affairs, Govt.
of India and their office personnel for supporting
Federation in the distribution of energy drinks in
Siddipet Constituency and among various hospitals in
Hyderabad respectively. I also thank Sri M. Mahender
Reddy, DGP of Telangana State for supporting the
cause and helping us with the distribution among
various Commissionerates of twin cities.
I take this opportunity to express my thanks to officials
of the Government of Telangana for their continued
support to Federation and its activities.
I convey my Best Wishes to every member and
appeal the members to make concerted efforts
to take Federation to the next level by increasing
its strength.

Karunendra S.Jasti
President
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OBITUARY

Devineni Seetharamaiah
(President 1984-85)

Federation of Telangana Chambers of Commerce and Industry is
devastated with the demise of
Sri Devineni Seetharamaiah, our revered Past President.
D. Seetharamaiah was Chair Person for Heritage Foods Limited and
Pridhvi Asset Reconstruction and Securitisation Co. Limited. He was
former Chairman for Telugu Desam Party and has been member for
various organizations and partner for Brahmayya & Co., Chartered
Accountants, Hyderabad. He was also associated with several
social and cultural organizations. Inspired many individuals with his
knowledge and dedicated work.
The FTCCI has lost a legendary person and advisor.
The Office Bearers, Managing Committee members, Secretariat
and members of Federation convey their deepest condolences to the
family. Our thoughts and prayers are always with family and friends.
We wish them strength and fortitude to face this loss.
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Power News
Government allows electricity derivatives,
forward contracts
Electricity will now be traded as other commodities with
forward contracts and derivatives on exchanges as the
government issued an order permitting this, thus can
transform power contracting in India.
The power ministry issued the order on July 10 after
consulting the Solicitor General on a decade-long
jurisdictional spat between power regulator Central
Electricity Regulatory Commission (CERC) and the
Securities & Exchange Board of India (SEBI). The two
regulators had earlier agreed to mutually settle the issue.
The order is subject to a verdict by the Supreme Court that
will hear the matter on August 28.
Sources said delivery-based long-term contracts are likely
to be traded on power exchanges under CERC’s jurisdiction,
while the derivative contracts are likely to be traded on
commodity exchanges under SEBI.
Experts said power distribution companies (DISCOMs) will
have flexibility in long-term contracts. Currently, trading
on power exchanges is restricted to11 days while long-term
contracting by DISCOMs is done through tendering. Once
derivatives are introduced on commodity exchanges, the
DISCOMs will be able to lower their power procurement
costs and hedge risks.
https://energy.economictimes.indiatimes.com/news/power/govtallows-electricity-derivatives-forward-contracts/76973278

India signs MoU to develop strategic
petroleum reserve in America
India and the US have signed an MoU to develop a strategic
petroleum reserve in America and the two countries are in
advanced stage of discussion to store crude oil in America
to increase India’s stockpile, Union Minister of Petroleum
and Natural Gas Dharmendra Pradhan said on July 17,
2020.
“We have signed a memorandum of understanding (MoU)
to begin co-operation on strategic petroleum reserve. We
are also in advanced phase of discussing of storing crude
oil in US strategic reserve to increase India’s strategic oil
8

| FTCCI Review | July 22, 2020

stockpile,” Pradhan told reporters in a joint telephonic
press conference.
Following the historic drop in global crude oil process, the
Indian government actively considered increasing its oil
stockpiles both inside the country and also overseas in
countries like the US, he said. Co-operation in Strategic
Petroleum Reserves Programme will further strengthen
India’s energy security and pave the way for greater US
investments and collaborations in India’s future SPR
programmes, the minister said.
https://www.business-standard.com/article/current-affairs/indiasigns-mou-to-develop-strategic-petroleum-reserve-in-america120071800068_1.html

Prime Minister Narendra Modi inaugurates
solar power project – Rewa Solar in Madhya
Pradesh
Prime Minister Narendra Modi has inaugurated solar power
project on July 10, 2020. The new 750 MW Solar Power plant
Project has been set up at Rewa, in the state of Madhya
Pradesh. PM Modi inaugurated the solar power project by
video conferencing.
Stating that India is among the top 5 nations in the world in
terms of solar energy, PM Modi added that solar energy is
the medium of energy for the 21st century. According to the
Ministry of Information and Broadcasting, this Solar Power
project in Rewa consists of three solar power generating
units, each having a capacity of 250 MW and each located
on a 500 hectare plot of land, which is situated inside a
Solar Park.
https://www.financialexpress.com

CIL introduces exclusive e-auction aimed
at coal importers
Coal India Ltd (CIL) on Friday said it has introduced a new
category of spot e-auction for importers only and aimed at
replacing 150 million tonne of the fuel sourced from abroad
with domestic supply. The coal procured under the “special
spot e-auction scheme 2020 for import substitution” will
be for use within the country.

Indian buyers including traders who imported coal at any
point of time in the current fiscal or in the previous two
financial years are eligible for participating in this new
version of e-auction
CIL has taken up a new marketing strategy to substitute
imported coal with more domestic supplies. The Maharatna
PSU has identified domestic coal-based power plants
and manufacturers of sponge iron, cement, fertilisers,
steel and others, who are importing coal, as its potential
customers.
“The minimum bid quantity is pegged at 25,000 tonne for a
source in case of road mode transportation. For rail mode
transportation, it is at 50,000 tonne, which is equivalent
to 12 rakes. Customers can bid for further incremental
quantities of coal if they require, adding that the miner
will commence e-auction under the new scheme from
August 2020

may provide Viability Gap Funding (VGF) to attract domestic
manufacturers. Wafers and ingots are the building blocks
for manufacturing solar cells and modules, and are essential
to India’s clean energy plans. Globally, solar wafer and ingot
manufacturing is dominated by China.
In an attempt to check imports from China as part of its
economic strategy, India has imposed a basic customs duty
(BCD) on all imported solar cells, modules and inverters.
This has created traction for firms to set-up domestic
manufacturing of solar cells and modules, but India doesn’t
have wafer and ingot manufacturing capacity.
India imported $2.16 billion worth of solar photovoltaic
(PV) cells, panels, and modules in 2018-19 and now looking
at ways of incentivising wafer and ingot manufacturing in
India, Providing VGF is one way of doing it. VGF is a grant
and is at the centre of India’s infrastructure-creation plans
through public-private partnership

https://www.businesstoday.in

https://www.livemint.com/industry/energy/india-plans-solarwafer-ingot-manufacturing-tenders-to-cut-chinese-imports11594981912323.html

Andhra Pradesh Government announces
renewable energy export policy
The state government announced the Andhra Pradesh
Renewable Energy Export Policy, 2020 on July 17, 2020.
The policy will apply to solar, wind and wind-solar hybrid
projects. Under this policy, the land in the state will be
effectively used for renewable energy projects. “The state
has ideal conditions for setting up renewable energy
projects for the export of energy to other states,” energy
secretary stated.
A number of government schemes such as mega renewable
energy power parks will provide incentive for such
renewable energy projects. Taking into consideration the
huge untapped potential of the state and the availability
of land, the state government have decided to encourage,
develop and promote renewable energy projects run by
investors for the purpose of exporting energy outside the
state, the GO stated.

PFC clears pending dues of Andhra Pradesh
DISCOMs:

India plans solar wafer, ingot manufacturing
tenders to cut Chinese imports

The pending dues of Andhra Pradesh DISCOMs, of around
Rs 600 crore, to various renewable energy developers have
been cleared directly by the Power Finance Corporation
(PFC) up to March 2020, sources close to the development
said. The dues had begun to mount with the Andhra Pradesh
government stopping payments to developers following
a standoff between the two, which arose after the new
government came to power in May 2019.
The new government maintained that the former government
had signed contracts with the renewable energy developers
at inflated tariffs and refused to honour them. It wanted to
renegotiate all the contracts at lower rates. However, with
the developers moving the Andhra Pradesh High Court, the
court, in December last year, directed that all their pending
dues should be paid, even setting the tariff at which the
payments should be made. Accordingly, in March this year,
Andhra Pradesh DISCOMs made part payment of around
Rs 600 crore to the developers.

To set up the much-needed solar wafer and ingot capacity
in the country, India plans to come out with tenders that

https://energy.economictimes.indiatimes.com/news/power/pfcclears-pending-dues-of-andhra-pradesh-discoms/77003097

https://energy.economictimes.indiatimes.com
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ECONOMY Watch
Gross state domestic products to see sharp
declines in FY21

India’s COVID recovery rate among best
globally: PM MODI
Prime Minister Narendra Modi on July 17, 2020, delivered
a keynote address virtually at the high-level segment
of the United Nations Economic and Social Council
(ECOSOC) session. In his address, PM lauded the
country’s healthcare system to contain the spread of
COVID-19 pandemic. He also credited India’s “grassroot health system” in helping the country “attain one
of the best recovery rates in the world in the fight
against COVID.
Referring to COVID-19, PM said the pandemic has
severely tested the resilience of all nations, in India;
we have tried to make the fight against the pandemic
a people’s movement, by combining the efforts of
government and civil society. Speaking about India’s
role in its region as a first responder, the Prime Minister
recalled the support provided by the Indian government
and its pharma companies for ensuring medicine
supplies to different countries, and for coordinating a
joint response strategy among South Asian Association
for Regional Cooperation (SAARC) countries. In our
joint fight against COVID, we have extended medical
and other assistance to over 150 countries.
https://www.businesstoday.in/current/economy-politics/indiahealth-system-helps-attain-one-of-the-best-covid-recoveryrates-in-the-world-pm-modi-un-ecosoc/story/410260.html

Among the major states, those likely to be most impacted
over the fiscal were Karnataka, Jharkhand, Tamil Nadu,
Kerala and Odisha, whereas the least affected would
be Madhya Pradesh, Punjab, Bihar, Andhra Pradesh and
Uttar Pradesh.
All states are expected to see a contraction in their gross
state domestic products (GSDP) this fiscal, averaging a
sharp 6.3% decline, according to a report by India Ratings
and Research (Ind-Ra) on Monday.
With contractions ranging from 1.4%-14.3%, four states
will witness double-digit GSDP declines, the report said.
Goa is likely to be worst affected at the upper end of the
range, followed by -12.4% for Gujarat and -10.9% and 10.7%
for Sikkim and Assam respectively.
As agricultural activities were considered as essential
services and were less impacted by the lockdown, states
with a higher share of agriculture took a relatively smaller
hit than others, it said.
Similarly, the high levels of digital penetration in the
operations of IT, IT enabled, banking and financial services
cushioned the lockdown impact on these sectors,
giving an advantage to states with a high share of these
activities.
Among the major states, those likely to be most impacted
over the fiscal were Karnataka, Jharkhand, Tamil Nadu,
Kerala and Odisha, whereas the least affected would
be Madhya Pradesh, Punjab, Bihar, Andhra Pradesh and
Uttar Pradesh.
Further, given that the states’ own tax revenue (SOTR) is
a function of nominal GSDP, states with a high share of
SOTR in their total revenue would see a more pronounced
impact than others, according to the report. The most
vulnerable states in this respect are Maharashtra, Gujarat,
Tamil Nadu, Kerala, Telangana and Haryana.
These states are likely to see a higher deviation in nominal
GSDP compared to budgeted GSDP of around 15-24%, it
said, since they have budgeted for SOTR at between 5764% of their respective total FY21 revenues.
https://economictimes.indiatimes.com/news/economy

New Form is faceless hand-holding of taxpayers
The new Form 26AS is the faceless hand-holding of the taxpayers to e-file their income
tax returns quickly and correctly, the Central Board of Direct Taxes (CBDT).
From this assessment year, taxpayers will see an improved Form 26AS carrying some
additional details on taxpayers’ financial transactions as specified in the statement of
financial transactions (SFTs) in various categories. The information being received by
the Income Tax Department from filers of these specified SFTs is now being shown in
Part E of Form 26AS to facilitate voluntary compliance, tax accountability and ease of
e-filing of returns.
https://economictimes.indiatimes.com
10 | FTCCI Review | July 22, 2020

US FDI to India surpasses $40 billion

Covid-19 lockdown won’t impact three-month
cheque validity, rules Supreme Court
The Supreme Court on July 10, 2020 said that Covid-19
lockdown will not impact the three-month period of validity
of the cheques. A three-judge bench, headed by Chief
Justice of India was considering request of extension of
timelines under various laws.
When the question came on extension of three-month
period of validity of cheques, the Reserve Bank of India
(RBI) informed the court that the same should not be done
as it would impact banking activities. The RBI has fixed
validity period of cheque under Section 35A of the Banking
Regulation Act. The court noted that all banking systems
across the country follow this prescribed period and there
is no need to interfere with the same.

The Foreign Direct Investment (FDI) from the US to India has
crossed the USD 40 billion mark so far this year, reflecting
the growing confidence of American companies in the
country, the head of an India-centric business advocacy
group has said. The American companies, during the COVID19 pandemic, which has battered the world economy, have
shown a great confidence in India and its leadership.
Year to date investment from the US, including the recent
ones, is over USD 40 billion. In recent weeks alone, the
announcement of the FDI into India has been over USD 20
billion, referring to the announcements made by some of
the top companies like Google, Facebook and Walmart.
https://www.businesstoday.in/current/corporate/usfdi-to-india-surpasses-40-billion-usispf-head

https://m.dailyhunt.in

FTAs have not served India’s economy well:
External Affairs Minister S Jaishankar
The free trade agreements (FTAs) that India entered into
over the years have not been able to largely serve the
country’s economy well in terms of building its capacities,
though all such pacts are not the same, External Affairs
Minister S Jaishankar said. The external affairs minister
said there are ways of engaging the world which do not
necessarily have to be “FTA-centric”.
He said post COVID-19, the world is heading towards a
more protectionist economy. When asked about nonalignment and the current geo-politics, the external affairs
minister said it was a term of a particular era and particular
geopolitical landscape. Noting that India maintains a strong
streak of independence in its foreign policy, he said today
people turn to the country as part of solution, as it has
been a key player in dealing with all major global issues
and challenges like maritime security, climate change
and terrorism.
“If we are to grow by leveraging the international situation,
then you have to exploit the opportunities out there,” he
said. “Either you are in the game or you are not in the
game.... I would say that the era of great caution and a very
much greater dependence on multilateralism, that era is
to a certain extent behind us.
“We have to step out more, we have to be more confident,
we have to articulate our interests better, we need to
take risks because without taking risks like in business or
in banking, you cannot get ahead. Those are the choices

we have to make and I think there is no getting away from
it,” he said.
“The fact that we did not intensively industrialised, or
pushed manufacturing the way many other Asian economies
did. The fact that we opened up very much later, we opened
up a full decade-and-half after China did,” he said.
India among economies showing uptick in economic activity
India may be on a path towards a quick and strong economic
recovery against the backdrop of the gradual lifting of
Corona virus-induced lock-down across cities.
Morgan Stanley, multinational investment bank, latest
report on the factors that will shape the global economic
recovery, said Initial laggards now catching up, keeping
aggregates on an improving path. “In the last 2 weeks, the
incremental pickup in data has come from economies and
sectors which were initially lagging. For instance, we have
seen a greater uptick in activity in Europe and Asia as well
as other large emerging markets like India and Brazil,” the
report stated.
Among sectors, services as measured by PMIs bounced
back more in June than manufacturing, and new orders for
both the manufacturing and services sector rose further
in June, pointing to a more upbeat demand outlook than
previously thought. The report said global growth is on the
mend after the sharp drop in output over March and April
and high frequency data such as weekly mobility trends,
electricity consumption and credit card spending have
generally continued to improve even in early July.
https://energy.economictimes.indiatimes.com
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Revival Strategies for
MSMEs in COVID Crisis
*Dr. R.Lakshmi

Introduction
The performance of an economy or an organization or an institution or a human-being is influenced by many factors.
When we compare the actual performance with the expected performance, we come across some deviations caused
by controllable and uncontrollable reasons. Till the beginning of March, 2020, the people in the world were measuring
their lives in terms of penny, pleasure and profits. For the last four months, they are worried about their survival due to
an uncontrollable reason. Presently, the people in more than 200 countries in the world have been affected by a man
made pandemic, COVID-19. Every economy evolved its own remedy to protect its people. India adopted total lock-down,
implying that nothing is more important than the human-beings, For more than 100 days, the whole Indian economy has
come to a stand still to control the uncontrollable phenomena. As a result its different segments were badly affected.
When it started unlocking, our economy started medicating itself to strengthen and activate its paralyzed, injured and
bed-redden sectors.
For a family of an economy, Micro Small Medium Enterprises (MSMEs), are like growing children, determining its future. In
India after its agricultural sector, MSME Sector, considered as its growth engine for new India, is contributing effectively
to its development in terms of employment generation, exports, etc.,. It is the second-largest country, having MSMEs.
These enterprises are considered as the backbone of the Indian Industrial sector, as they are connected, as subsidiary
units, to Large Public and Private Sector Enterprises and contributing 8% of the country’s GDP, 45% of manufacture, and
36% of its exports. Moreover creating employment to nearly 11 crore Indians in Six crores of enterprises.

Revival strategies for MSME’s In India
Since the third week of March 2020,
the COVID-19 pandemic forced Indian
economy to go for a nationwide
lock-down, leading to the industrial
close-down, causing cash crunch,
12 | FTCCI Review | July 22, 2020

idle investment, displacement of
workforce, etc.,. In order to revive
different sectors of the economy
the Central Government sanctioned
packages worth of 20 lakh crore

rupees. The Government felt that
sustaining the health of young children
of a family during and post era of a
pandemic is vital to ensure it a better
and brighter future, the MSME sector
is was given various sanctions to
mitigate the losses. Here a humble

attempt is made to share some of the
strategies, which MSMEs could adopt
for their speedy revival, besides taking
maximum advantage of the sanctions
granted by the Central Government.
Broadened Concept of MSME:
In order to help the MSMEs the
government has changed the concepts
of small and medium enterprises.
According to the revised definition,
manufacturing and service MSMEs
are treated in same way and they enjoy
same benefits. An organization with
an investment less than Rs 1 crore
and turnover under Rs 5 crores will
be defined as micro-units, while
small businesses are those an
investment less than Rs 10 crore
and turnover under Rs 50 crores.
Medium enterprises are those with
an investment under Rs 20 crores
and a turnover less than Rs 100 crore.
Due to this revision, more enterprises
would come under the purview of
MSMEs and get the benefits of Covid
financial sanctions and concessions.
The MSMEs should take the advantage
of this categorization.
Post lockdown action plan:
In order to revive the economy the
Government came up with some
action plans from time to time for
different sectors, besides, MSME
Sector, to enable them to survive and
function in an uncontrollable external

environment. Therefore, each MSME
should prepare an internal controllable
action plan for itself matching with the
Government’s uncontrollable external
action-plan. Some of the sanctions
given to MSMEs include, Credit and
Finance for MSMEs, measures to boost
liquidity in MSMEs, enabling them to
compete with foreign companies and
strengthen their network, besides,
instilling a lot of faith in MSME
ecosystem.
Liberalized Financial Assistance:
The Union Government had also comeup with some financial sanctions for
MSMEs in the form of interest free
working capital loans, moratorium of
existing loans, etc., besides allocating
huge amounts of financial assistancs
for MSMEs. They should take full
advantage of these schemes. Some
of the schemes include.
A collateral-free loan scheme to
the tune of Rs 3 lakh crore is given
to the Units with upto Rs 25 crore
outstanding credit and Rs 100 crore
turnover with four-year tenor with a
moratorium of 12 months on principal
payment. The scheme can be availed
till October 31, 2020.
Further, Rs 20,000 crore subordinate
debt to MSMEs declared NPAs or those
stressed will be eligible for equity
support
Rs 50,000 crore equity infusion - The
government would infuse Rs 50,000
in equity in MSMEs through a Fund of
Funds that will be operated through a
Mother fund and a few daughter fund.
The Fund of Funds will be set-up with
a corpus of Rs 10,000 crore to give
equity-based funding to MSMEs having
growth potential and viability.
Urging MSMEs to list on stock
exchanges.
Re-setting the goals and objectives:
Due to Covid-19, the annual objectives
of the business concerns had gone out
of gear. Keeping the present situation
in the mind, the MSMEs need to re-set
their goals and objectives.
Advantage to Rural based Enterprises:
Most of the rural areas are not affected
by Covid due to their healthy living

habits and some of them are still
untapped markets. In the present
situation, the MSMEs located in
rural areas can focus on this and
manufacture the products to the
requirements of the untapped rural
markets. If they could tap available
local sources of materials and rural
cheap work-force their cost of
production works out to be low.
Strengthening the “Make in India”
Initiation: One of the important
strategies, the Central Government
would be adopting is ‘Make in India’,
restricting the entry of imported
goods. In the present crisis of
spreading Covid-19 and other related
problems, importing of goods would
be restricted. The MSMEs can take
an advantage of this situation by
producing high quality goods and
services to capture the markets. Our
Honorable Prime Minister Sri Narendra
Modi, in his speeches, has been
specifically stressing on self sufficient
and self reliant Bharat, Aatma Nirbhar
Bharat, etc.,.
Mis-placed or Dislocated work-force:
One of the problems created by Covid19 is that the migrant workers, fearing
the pandemic, have left their jobs and
went to their home towns/villages.
Non-availability of the old work-force
would be immediate problem MSMEs
would be facing. But at the same time,
the MSMEs can take the advantage of
employing the native workforce, living
around their locations, which would be
available for relatively cheaper cost.
Tax relaxations: The MSMEs can
also take the advantage of the tax
concessions, which the Government
has already announced and would be
announcing. There could be even a
tax holiday to so many organizations,
for which MSMEs are fourates.
Efficient cash management: Besides
availing all the financial concessions
granted by the Government, if MSMEs
could improve their Management of
Working Capital in general and Cash
Management in particular by striving
to match the expected cash outflows
with the expected cash inflows, it
would not be a problem to withstand
July 22, 2020 | FTCCI Review | 13

and overcome Covid Crisis.
Being Aware of Quality Requirements
of the world: Covid 19 has affected
many world economies, financially,
socially, economically, psychologically,
etc.,. Soon, all of them would be looking
for most economical sources of goods
and services. If the MSMEs could be
aware of the requirements, they can
rise-up to the occasion and export
their outputs.
Increasing ZED (Zero Effect-Zero
Defect) model category MSMEs: The
main objective of the ZED model is to
produce quality products without a
negative impact on the environment.
The main focus of the ZED model is
on micro and small manufacturing
organizations. ZED covers customers
and society that means it is a
model based on corporate social
responsibility. These businesses
need to fulfill quality aspects and
environmental parameters. In this
pandemic situation, this category
businesses will attract more
customers. Covid 19 has enhanced the
health consciousness of the people
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and they would be using the products
that protect their health for quite a
long time to come. In India, around
400 units are registered under ZED
category out of the total MSMEs more
than 36 million. These MSMEs could
take the advantage of the situation and
manufacture more of organic products
of high quality.
Providing Market Platforms: For the
MSMEs manufacturing Agro-based
products, the government has
created market platforms, like, eNAM,
DhaanMandi, Gramseva, and Kisan
(mandi prices). At least, for some
period, if the government provides a
guaranteed market the small and micro
businesses will revive their position.
Adopting innovative market channels
will give the expected results.
Innovation hubs or Incubators in
Rural Areas: Rural people need
technological advancement awareness
and information about next-generation
product development. Through these
hubs they will also learn the things
.this may improve the quality of the
products along with productivity.

Alliances: In order to survive,
MSMEs could also try some business
combinations or alliances through joint
ventures, mergers, etc
Encouraging e-markets adopting: The
Government is likely to add MSMEs
to e-marketing facility. If only that
happens, many MSMEs could take
the advantage and they have to be
prepared technically.
Conclusion
Crores of people got infected by
COVID-19 and some of perished while
some survived. The people survived
have taken it as a challenge, faced it
boldly, fought with it and conquered
it. It all depends on the perception
and attitude of the people. Similarly,
the MSMEs should also perceive
the situation rightly with positive
attitude and convert the crisis into
an opportunity to survive and grow.

*Principal, MBA Department,
RG Kedia College, Hyderabad

Indian Economy
at a Crossroad

A view from Financial Stability Angle
*Shri Shaktikanta Das

I wish to thank the State Bank of India for inviting me to deliver the keynote address. I sincerely
appreciate the efforts of the organising team in putting together this virtual conference which
has now become a new normal. Banks and other financial entities are today at the forefront of the
country’s counter measures against the economic impact of COVID-19. They are the transmission
channels for RBI’s monetary, regulatory and other policy measures. They are the implementation
vehicles for the financial backstop measures announced by the government.
The outbreak of COVID-19 pandemic is unambiguously the
worst health and economic crisis in the last 100 years during
peace time with unprecedented negative consequences for
output, jobs and well-being. It has dented the existing world
order, global value chains, labour and capital movements
across globe and needless to say, the socio-economic
conditions of large section of world population.
The COVID-19 pandemic, perhaps, represents so-far
the biggest test of the robustness and resilience of our
economic and financial system. In the extraordinary
circumstances that we face today, history could provide
us with some useful guidance with respect to the role of

central banks. Guided by the age-old wisdom summarised
in Bagehot’s dictum1 that ascribes the role of Lender of
Last Resort (LOLR) to the central bank, the Reserve Bank of
India has taken a number of important historic measures to
protect our financial system and support the real economy
in the current crisis. While the eventual success of our
policy responses will be known only after some time, they
appear to have worked so far. While reiterating our intent
and dedication to steer the economy through the crisis,
I would like to highlight certain key aspects of our policy
measures.
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I. Monetary Policy Measures
4. Monetary policy was already in
an accommodative mode before
the outbreak of COVID-19, with a
cumulative repo rate cut of 135 basis
points between February 2019 and the
onset of the pandemic. Reversing the
slowdown in growth momentum was
the key rationale for this distinct shift
in the stance of monetary policy, even
as unseasonal rains caused temporary
spikes in food inflation in the second
half of 2019-20. Consistent with this
policy stance, liquidity conditions were
also kept in ample surplus all through
since June 2019. The lagged impact of
these measures was about to propel
a cyclical turnaround in economic
activity when COVID-19 brought with
it calamitous misery, endangering both
life and livelihood of people.
5. Given the uncertainty regarding
the evolution of the COVID curve, it
was absolutely critical to anticipate
the emerging economic risks and
take pro-active monetary policy
actions of sizable magnitude, using
a comprehensive range of policy
instruments to optimise policy traction.
The fast-changing macroeconomic
environment and the deteriorating
outlook for growth necessitated
off-cycle meetings of the Monetary
Policy Committee (MPC) – first in
March and then again in May 2020.
The MPC decided to cumulatively cut
the policy repo rate by 115 basis points
over these two meetings, resulting in a
total policy rate reduction of 250 basis
points since February 2019.
Liquidity Measures
6. The conventional and unconventional
monetary policy and liquidity measures
by the Reserve Bank have been aimed
at restoring market confidence,
alleviating liquidity stress, easing
financial conditions, unfreezing
credit markets and augmenting the
flow of financial resources to those
in need for productive purposes. The
broader objective was to mitigate
risks to the growth outlook while
preserving financial stability. The
liquidity measures announced by the
RBI since February 2020 aggregate to
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about Rs.9.57 lakh crore (equivalent to
about 4.7 per cent of 2019-20 nominal
GDP).

II. Financial Stability and
Developmental Measures
7. Heading into the pandemic, the
financial system of the country was in a
much improved position, owing mainly
to various regulatory and supervisory
initiatives of the Reserve Bank. We had
put in place a framework for resolution
of stressed assets in addition to
implementing multiple measures
to strengthen credit discipline and
to reduce credit concentration.
For the five years between 2015-16
and 2019-20, the Government had
infused a total of Rs.3.08 lakh crore
in public sector banks (PSBs). As
a result of the efforts by both the
Reserve Bank and the Government,
the overhang of stressed assets in
the banking system had declined and
capital position had improved. As per
available numbers (some of which
are provisional) at this point of time,
the overall capital adequacy ratio for
scheduled commercial banks (SCBs)
stood at 14.8 per cent as in March
2020, compared to 14.3 per cent in
March 2019. The CRAR of PSBs had
improved from 12.2 per cent in March
2019 to 13.0 per cent in March 2020.
The gross NPA ratio and net NPA ratio
of SCBs stood at 8.3 per cent and 2.9
per cent in March 2020, compared
to 9.1 per cent and 3.7 per cent as on
March 2019, respectively. The Provision
Coverage Ratio (PCR) improved from
60.5 per cent in March 2019 to 65.4 per
cent in March 2020, indicating higher
resiliency in terms of risk absorption
capacity. The profitability of SCBs had
also improved during the year. The
gross and net NPAs of NBFCs stood
at 6.4 per cent and 3.2 per cent as on
March 31, 2020 as against 6.1 per cent
and 3.3 per cent as on March 31, 2019.
Their CRAR declined marginally from
20.1 per cent to 19.6 per cent during
2019-20.
Supervisory and Regulatory
Initiatives
8. An important objective of the
Reserve Bank’s supervisory initiative

has been to put in place systems and
structures to identify, assess and
proactively mitigate or manage the
vulnerabilities amongst financial
institutions. During the last one year,
based on the assessment of events
which had the potential to pose a threat
to the financial stability, the Reserve
Bank has reorganised its regulatory and
supervisory functions with an objective
of establishing a holistic approach to
regulation and supervision. The unified
approach is aimed at addressing the
growing size, complexities, and interconnectedness amongst banks and
NBFCs. It is also aimed at effectively
addressing potential systemic risks
that could arise due to possible
supervisory or regulatory arbitrage
and information asymmetry. Further, a
calibrated approach has been designed
to provide the required modularity
and scalability to the supervision
function to ensure a better focus on
the risky institutions and practices; to
deploy appropriate range of tools and
technology to achieve the supervisory
objectives; and to enhance capability
to conduct horizontal or thematic
studies across supervised entities
on identified areas of concern. As a
fulcrum of the calibrated supervisory
approach, the Reserve Bank has
strengthened its off-site surveillance
mechanism to identity emerging risks
and assess the vulnerabilities across
the supervised entities for timely
action. We are also working towards
strengthening the supervisory market
intelligence capabilities, with the help
of both personal and technological
intelligence.
9. Specialised handling of weak
institutions at the Reserve Bank
now helps in closer monitoring and
successful resolution of such entities
in a non-disruptive manner. The timely
and successful resolution of Yes Bank
is an example. After exhausting all
possible options and with a view to
safeguard the interest of the depositors
and ensure stability of financial
system, we decided to intervene at an
appropriate time when the net worth
of the bank was still positive. The Yes
Bank reconstruction scheme forged

a unique public-private partnership
between leading financial entities of
India, and it was implemented in a very
quick time, which helped the bank’s
revival, successfully safeguarded
the interest of the bank’s depositors
and ensured financial stability. I wish
to compliment the State Bank of
India for providing leadership to this
initiative. With regard to the Punjab
& Maharashtra Co-operative Bank,
the Reserve Bank is engaged with all
stakeholders to find out a workable
solution, as losses are very high,
eroding deposits by more than 50
per cent.
10. For NBFCs, active engagement with
stakeholders was useful to identify
emerging risks and take prompt action.
Considering their increasing size and
interconnectedness, the Reserve
Bank has taken steps to strengthen
the risk management and liquidity
management framework of NBFCs.
As you may be aware, NBFCs with a
size of more than Rs.5,000 crore have
been advised to appoint a functionally
independent Chief Risk Officer
(CRO) with clearly specified role and
responsibilities. Also, governmentowned NBFCs have been brought under
the Reserve Bank’s on-site inspection
framework and off-site surveillance.
The amendment to the
Reserve Bank of India
Act, 1934 effective
from August 1, 2019
has strengthened the
ability of Reserve Bank
to better regulate and
supervise the NBFCs.
Besides, some large
NBFCs and NBFCs with
certain weaknesses
are monitored closely
on an ongoing basis.
11. In case of the
Urban Co-operative
Banks (UCBs), special
efforts are being made
to move towards a
risk-based and proactive supervisory
approach to identify
weaknesses in their
operations early. An

early warning system with a stresstesting framework has been formed
for timely recognition of weak banks
for appropriate action. Formation of
an ‘umbrella organization’, has been
approved to provide liquidity, capital,
IT and capacity building support to
UCBs. The exposure limits of the UCBs
have been brought down to reduce
credit concentration and the priority
sector targets have been revised
substantially upwards so that UCBs
remain focused on their core segment
- i.e., micro and small borrowers. The
recent amendments in the Reserve
Bank of India Act, 1934 and the Banking
Regulation Act, 1949 will facilitate our
supervision processes with respect to
NBFCs and UCBs, respectively.
Response to the Pandemic
12. As a part of response to the
pandemic, the RBI has undertaken a
series of measures which are already
in the public domain. Besides, the
Reserve Bank’s focus was also to
ensure that the contingency response
to COVID-19 was implemented by all
regulated entities swiftly to minimise
disruptions. Accordingly, right from
the onset of the crisis, the policy
measures were aimed at operational
issues, and in particular, ensuring

business continuity and unhindered
operations of the financial market
infrastructure. The Reserve Bank
activated an elaborate business
continuity plan for its own operations
as well as ensured that banks also
activate their own business continuity
plans. We advised all banks on 16th
March, 2020 to take stock of critical
processes and revisit their Business
Continuity Plan (BCP). All entities were
also advised to assess the impact
of COVID-19 on their balance sheet,
asset quality and liquidity, and take
immediate contingency measures to
manage their risks.
13. As the lock-down has obstructed
our on-site supervisory examination to
an extent, we are further enhancing our
off-site surveillance mechanism. The
objective of the off-site surveillance
system would be to ‘smell the distress’,
if any, and be able to initiate preemptive actions. This requires use
of market intelligence inputs and ongoing engagements with financial
institutions on potential vulnerabilities.
The off-site assessment framework,
which takes into account macro and
micro variables, is more analytical
and forward looking and aimed
at identifying vulnerable sectors,
borrowers as well as supervised
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entities.
14. While the multipronged approach
adopted by the Reserve Bank has
provided a cushion from the immediate
impact of the pandemic on banks, the
medium-term outlook is uncertain and
depends on the COVID-19 curve. Policy
action for the medium-term would
require a careful assessment of how
the crisis unfolds. Building buffers
and raising capital will be crucial not
only to ensure credit flow but also to
build resilience in the financial system.
We have recently (19th June and 1st
July, 2020) advised all banks, nondeposit taking NBFCs (with an asset
size of Rs.5,000 crore) and all deposittaking NBFCs to assess the impact
of COVID-19 on their balance sheet,
asset quality, liquidity, profitability and
capital adequacy for the financial year
2020-21. Based on the outcome of
such stress testing, banks and nonbanking financial companies have
been advised to work out possible
mitigating measures including
capital planning, capital raising, and
contingency liquidity planning, among
others. The idea is to ensure continued
credit supply to different sectors of
the economy and maintain financial
stability.

III.Major Challenges
15. Going forward, there are certain
stress points in the financial system,
which would require constant
regulatory and policy attention to
mitigate the risks. The economic
impact of the pandemic - due to lockdown and anticipated post lock-down
compression in economic growth may result in higher non-performing
assets and capital erosion of banks.
A recapitalisation plan for PSBs and
private banks (PVBs) has, therefore,
become necessary. While the NBFC
sector as a whole may still look resilient,
the redemption pressure on NBFCs and
mutual funds need close monitoring.
Mutual funds have emerged as major
investors in market instruments
issued by NBFCs, which is why the
development of an adverse feedback
loop and the associated systemic risk
warrants timely and targeted policy
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interventions. Increasing share of bank
lending to NBFCs and the continuing
crunch in market-based financing
faced by the NBFCs and Housing
Finance Companies (HFCs) also need
to be watched carefully.
16. The global financial crisis of 200809 and the COVID-19 pandemic have
dispelled the notion that tail risks to
the financial system will materialise
only rarely. The probability distribution
of risk events has much fatter tails
than we think. Shocks to the financial
system dubbed as ‘once in a lifetime
events’ seem to be more frequent than
even ‘once in a decade’. Accordingly,
the minimum capital requirements of
banks, which are calibrated based on
historical loss events, may no longer be
considered sufficient enough to absorb
the losses. Meeting the minimum
capital requirement is necessary, but
not a sufficient condition for financial
stability. Hence, it is imperative that
the approach to risk management
in banks should be in tune with the
realisation of more frequent, varied
and bigger risk events than in the past.
Banks have to remember the old saying
that care and diligence bring luck. To
paraphrase Oscar Wilde, being caught
unprepared in the face of a shock may
be regarded as a misfortune, but to be
caught unawares more than once may
be a sign of carelessness
17. Notwithstanding the numerous
steps already taken, there is always
room for improvement to address
several issues that may emerge in the
medium to long-term. These issues
are as common to NBFCs and other
financial intermediaries as they are
to banks. The supervisory approach
of the Reserve Bank is to further
strengthen its focus on developing
financial institutions’ ability to identify,
measure, and mitigate the risks. The
new supervisory approach will be
two-pronged - first, strengthening
the internal defenses of the supervised
entities; and second, greater focus on
identifying the early warning signals
and initiate corrective action.
18. To strengthen the internal defenses,
higher emphasis is now being given
on causes of weaknesses than on

symptoms. The symptoms of weak
banks are usually poor asset quality,
lack of profitability, loss of capital,
excessive leverage, excessive risk
exposure, poor conduct, and liquidity
concerns. These different symptoms
often emerge together. The causes
of weak financial institutions can
usually be traced to one or more of
the following conditions: inappropriate
business model, given the business
environment; poor or inappropriate
governance and assurance functions;
poor decision making by senior
management; and misalignment of
internal incentive structures with
external stakeholder interests .
19. We are placing special emphasis
on the assessment of business model,
governance and assurance functions
(compliance, risk management and
internal audit functions), as these
have been the areas of heightened
supervisory concern. Supervised
entities generally tend to focus more
on business aspects even to the
detriment of governance aspects
and assurance functions. There was
also an apparent disconnect between
their articulated business strategy
and actual business operations. The
thrust of the approach, therefore
is, to improve the risk, compliance,
and governance culture amongst the
financial institutions. In this regard,
the Reserve Bank has released a
discussion paper on “Governance in
Commercial Banks in India” with the
objective to align the current regulatory
framework with global best practices
while being mindful of the context of
the domestic financial system. The
main emphasis of the discussion
paper is to encourage separation of
ownership from management - while
owners focus on the return on their
investment, the management should
focus on protecting the interest of all
stakeholders. The Board, on its part,
should set the culture and values of the
organization; recognise and manage
conflicts of interest; set the appetite
for risk and manage risks within
that appetite; exercise oversight of
senior management; and empower
the oversight and assurance functions

through various interventions. The
Reserve Bank will extend these
principles of good governance to largesized NBFCs in due course.

IV. The Way Forward
20. Despite the substantial impact of
pandemic in our daily lives, the financial
system of the country, including all
the payment systems and financial
markets, are functioning without
any hindrance. The Indian economy
has started showing signs of getting
back to normalcy in response to the
staggered easing of restrictions.
It is, however, still uncertain when
supply chains will be restored fully;
how long will it take for demand
conditions to normalise; and what kind
of durable effects the pandemic will
leave behind on our potential growth.
Targeted and comprehensive reform
measures already announced by the
Government should help in supporting
the country’s potential growth. Possibly
in a vastly different post-COVID global
environment, reallocation of factors
of productions within the economy
and innovative ways of expanding
economic activity could lead to some
rebalancing and emergence of new

growth drivers. The policy measures,
i.e., monetary, fiscal, regulatory
and structural reforms, provide the
enabling conditions for a speedier
recovery in economy activity while
minimising near-term disruptions.
21. The need of the hour is to restore
confidence, preserve financial stability,
revive growth and recover stronger. At
the central bank, we strive to maintain
the balance between preserving
financial stability, maintaining banking
system soundness and sustaining
economic activity. Post containment of
COVID-19, a very careful trajectory has
to be followed in orderly unwinding of
counter-cyclical regulatory measures
and the financial sector should return
to normal functioning without relying
on the regulatory relaxations as the
new norm. The Reserve Bank is
making continuous assessment of
the changing trajectory of financial
stability risks and upgrading its own
supervisory framework to ensure that
financial stability is preserved. Banks
and financial intermediaries have to
be ever vigilant and substantially
upgrade their capabilities with respect
to governance, assurance functions

and risk culture.
22. It is true that the pandemic poses a
challenge of epic proportions; however,
human grit - manifesting through
collective efforts, intelligent choices,
and innovation - will tremendously
help us to come out of the present
crisis. Mahatma Gandhi had said, “…the
future depends on what you do today”.
I have presented a bird’s eye view of
the resolutions that the Reserve
Bank has taken currently to combat
this unprecedented situation. I am
confident that these will complement
the measures undertaken by the
Government in achieving our policy
objectives. Along with the tireless
efforts of thousands of people and
the undying spirit of our populace, I
am optimistic that these policy actions
will yield desired results. These trying
times will only strengthen world’s faith
in the resilience of our economy. We
shall prove this together.

*Governor, Reserve Bank of India at the
7th SBI Banking & Economics Conclave
organised by the State Bank of India
on July 11, 2020
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MSMEs should adapt
Private Label Strategy for
Business Growth

Sangamesh K

MSMEs should evaluate adapting Private Label Strategy for business growth. Private Label is a
form of marketing products especially retail products. This is a win-win deal for both retailers
and the manufacturers. On the one hand manufacturers get access to a large customer base
through the retailers, while Retailers are able to improvise their margins and gains when they
sell Private Label products

Over view
Globally, 25% to 30% of merchandise
sold in fashion retail is sourced
from Private Labels. Data by CRISIL
Research suggests that Private brands
already account for 10-15 per cent of
e- commerce sales and around 20 %
of organized offline retail sales in India.
What Indian middle class customers
like matters the most to large retailers,
understandably because they are a
dominant force when it comes to
percentage of revenue generated by
different category of customers. With
growing middle class, the consumption
of Private Label products is expected
to grow in coming years.
Rise of Private Label in retail business
has essentially got to do with the rise
of big retail stores brands like Big
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Bazaar, Dmart, Spar Super Market,
Chroma, Shoppers Stop etc These
large retail stores outlets have access
to large number retail customers who
enter their stores to buy variety of
products. Sheer number of foot falls
and the customer base they have give
them a significant advantage to be able
to push new products so easily.
Business model
The retail chain promotes these
products covered by Private Label
agreement with an identified
manufacturer, as their own brand. The
products are priced a notch lower than
the primary brands in their category to
attract the customers. These stores
take
the responsibility of marketing
the products through a variety of
marketing techniques. On launch

these products are sold at a steep
discount to the best brand. Gradually,
once the product receives customer
acceptance the products are sold
at normal prices. The retail stores
impose high quality standards and
quality checks are regularly performed
to ensure customers get a consistent
experience. Buying Private Label
products is a winwin for the customers as they are
able to consume quality products at a
decent discount to branded products.
In this case the retail chain enters
into a contract with a manufacturer
to produce certain products as
per the specifications and quality
requirements provided by the retailer.
The retailer may impose an exclusivity
clause where in the manufacturer

is prohibited to sell the product
directly in the market. Essentially
the manufacturer has to sell only
through the contracted retailer. The
product is sold as a home brand by
the retailer. Essentially, the brand
is owned by the retailer, not the
producer or manufacturer.
A new MSME manufacturer or trader
do not have to spend a lot of money
on branding when you align with
a large retail chain to market the
product. This strategy also simplifies
the task of finding customers for the
new product. This pattern of selling
provides access to a wider market
and simplifies the logistics of sending
product across different parts of the
country. The retail chain takes care
of the whole logistics to make the
product available to customers in
all the major and minor cities in the
country. Products category
The Private Label model is quite
successful and this is being adapted
to market a variety of products.
These products fall in to clothing,
food products, groceries and health
care products to name a few. It is
estimated that 1000+ products are
being offered under these broad
categories by the retail chains and
benefits a large number of small and
medium enterprises in the country.
Shoppers Stop, Life Style, West
Side in fashion apparel and DMart,
SPAR, Big Bazaar are leveraging
Private Labels to a great extent
in groceries, health care and food
products. Melange and Code from
Lifestyle, Bombay Paisley from
Westside, Avaasa, Netplay and Rio
from Reliance Trends are a few
examples of Private Label products
in fashion retail.
The Strategy
To be successful, Private Labels
have to clearly identify the customer
segment. The customer category
has to be identified in terms of price/
value tier. A high end customer is
not sensitive to price while he may
be interested in sophistication,
differentiation, new look etc. A
mass market customer has a “value
for money” attitude and is keen
to buy good quality product at an

affordable price It is important to
bring differentiation to the product
category such that you are able to
fulfill unmet customer expectation.
Provide some variation in the product
so that you are able to offer something
more than the best product in the
category. This kind of positioning of
the product creates a unique identity
for the product, as you are able to
connect to something the customer
is looking for that other products in
the market place are not offering.
By doing so the product catches
customer attention and helps the
Label get a quick acceptance.
Strategic position of the product
has to be aligned with the best
retail brand. Quite often packaging
is ignored in case of Private Labels.
However, one has to pay enough
attention in case the market leader
has an attractive packaging. With
intent to reduce cost your product
stand to lose customer attention
as the product does not carry an
attractive packaging
Recognize the risk factors before
you take the plunge
Adapting Private Label strategy
may not be the best approach for
everybody. An established product
owner may find it less profitable
to adapt Private Label strategy to
garner bigger market simply because
the margins are comparatively
lower. Moreover, the retailer may
prescribe certain conditions and
require the product owner to sign
a binding agreement with the retail
chain. Further, in a scenario where
the Private Label launch is not quite
successful, the MSME is put at a
significant disadvantage to develop
market for the product. This can also
put the unit under financial strain
as the retail chain may prescribe
a minimum scale that calls for
significant investments from small
entrepreneurs
Customer tastes are changing very
fast and this demands a process
to track customer behavior to
innovate and reinvent the product
to the changing taste and demand.

It is possible that certain products
may become redundant or out of
fashion. Where the manufacturer do
not have the flexibility of introducing
alternative products or variations
of the same product with existing
capacity, the unit has to face
financial strain until a solution is
worked out.
Private Label strategy requires the
MSME unit deal with large retail
stores having operations across
the nation. Even if the product
is initially tested for a smaller
market, the manufacturer has to be
prepared to assure regular supply
of the product when the product
is ultimately launched across the
nation. This is because the retailer
eventually intends to launch the
product nationwide. It is but natural
a demand by the retailer to keep
high inventories to service potential
market. The manufacturer runs the
risk of maintaining high inventories in
a market where customer tastes are
changing very fast and this is coupled
with the related financial costs of
manufacturing and maintaining a
large inventory.
Win-win for both Retailer and the
Manufacturer
Each of the big retailers is having their
own set of Private Label products
across categories. So, sizeable
numbers of MSME units are involved
in selling Private Label products.
Growing consumerism, affordable
prices, easy access to customers
are fueling the growth of Private
Label products. Once the product
is accepted, the manufacturer has
to simply focus on product supply,
availability of the product and above
all maintaining quality.
Promoting Private Label is a winwin for both retailers and the
manufacturer. On the one hand
manufacturers get access to a large
customer base through the retailers,
while Retailers are able to improvise
their margins and gains when they
sell Private Label products.
Source: News paper
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Guiding Principles of
Procurement

*SN Panigrahi

Procurement is the business function concerned with Sourcing and Acquiring (Purchasing) the goods and services
from an externalsourceto support the operational activities that are vital to an organizationin accordance with the
quality, quantity and timeframe at the best price with applied risk management control.

Procurement Objectives are generally represented in
10 R’s as shown below :
Right Source
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10 R’s
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Right Service

Right Quality

Right Quantity

Right Price

6

Right Delivery
Mode

6 6

Right Contact

6

6

Right Payment
Terms

Right Place

Right Time

Procurement is involved in supplier selection, evaluation,
negotiation, contracts sign off and awarding business to
suppliersand usually have control over large sums of money
that an organization spends.
When interacting with suppliers, procurement should
treat them in fair and unbiased manner. Therefore, Ethics
play a major role in procurement and are considered more
importantin conducting business that helps in establishing
a long-term relationship and goodwill with suppliers and
sustainable image in the public. It’s not only for Organization
as a whole, but also reflects individual Procurement
Professionals who earns a reputation within an industry,
as Brand Stamping.
Failing to abide to ethical practices can lead to immoral
and illegal practices such as bribery, favoritism, illegal
sourcing etc. and any such unethical behavior will have a
negative impact on the brand image of the organization
and individuals.
Procurements are Conducted based on certain Guiding
Principles which establish the Fundamental Norms, Rules,

or Ethics that represent what is desirable (values) and
affirmative of the profession and help to determine the
rightfulness or wrongfulness of the actions.
These Guiding Principles are based on certain Values and
in fact are more explicit than values, and are meant to
govern action.
The principles are intended to guide the professional
practice of procurement. Of course, no statement of
principles can anticipate all situations that arise in the
practice of procurement. However, principles are not
just guidelines for action when something goes wrong
or when a dilemma is found. Rather, principles should
proactively guide the behaviours of professionals in
everyday practice.
The principles are broadly intended to cover all levels and
variations of procurement.
Procurement Operations shall be carried out in accordance
with the basic principles. These principles are intended
to set the standard of practice for procurement
professionals.

Some of Standard Practicing Principle are stated below:
Accountability :
			

Effective Mechnism should be in Place to Enable Offcers to Discharge their 			
Responsibilty on issues procurement

Competitive Supply :
			

Procurement should be carried out by Competition unless there are Convincing 		
Reasons to the Contrary

Consistency : 		
			

Same Procurement Process should apply across all the units and ensure Cntinuty of
the policy & to bring Consistency to procurement practice

Effectiveness : 		
			

Procurement should seek to attain balance of Commercial, regulatory & Socio-		
Economic Goals

Efficiency : 		

Procurement Process should be Cost Effective

Fair Dealing : 		
			

Supplies should be treated fairly and unfair Discrimination. They should not be 		
required to meet unnessary burdens or constraints

Integration : 		
			

procurement Policy should integrate with company’s overall Vision & Mission, 		
Strategies & Board Long term Goals and other Company Policies & Procedures

Integrity : 		
			
			

Ethical aspect of Procurement & Professional codes of conduct as honesty, 		
truthfulness, fidelity, probity and freedom from computing influence; should be 		
imaprtial and fair

Informed decision
Making : 		

Decision should be based on tru and factual information

Legality : 		

Must Confirm to all Legal & Regulatory requirments

Responsiveness :
			

Should meet the aspirations, expectations, needs & reuirements of the 			
stakeholders served by the procurement

Transparency : 		

Should ensure Openness and clarity in procurement policy and its delivery
*Projects, Lean Six Sigma, GST & Foreign Trade
Consultant & Corporate Trainer & Author
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FTCCI Events
22nd May, 2020

:

Electricity (Amendment) Bill 2020

23rd May, 2020

:

Investor Confidence Building Measures - Post COVID 19

1st June 2020
:
		

Understanding the Challenges of Women Entrepreneurs, Startups, 		
NGO’s and Self-help groups-Post Covid-19

5th June, 2020

:

Digital Tools for Businesses Online Program

6th June, 2020

:

Impact of COVID-19 on Indian Economy

12th June, 2020

:

Inauguration of Certificate Course in KOREAN Language

13th June, 2020
:
		

Webinar on GST Practical Issues on account of Lockdown
(Special emphasis on MSME’s)

13th June, 2020

: 		Art of Living foundation

20th June2020

:

Atmanirbhar Bharat (Aamhi Udyogini, MACCIA & FTCCI)

21st June, 2020

:

Celebrations of International Yoga

22nd June 2020
:
		
		

Atmanirbhar Bharat with Sri Arjun Ram Meghwal I.A.S (Retd.)
Minister of State for Heavy Industries & Public Enterprises and 		
Parliamentary Affairs, GoI

23rd June, 2020
:
		

Interim order of Supreme Court on Lockdown WagesImpact on Industry

26th June, 2020

Credit facilities for MSMEs under “Atmanirbhar Bharat” with SBI

:

30th June, 2020
:
		

Cyber Security Framework and Solutions for SMB’s with
Cyber Security Centre of Excellence

03rd July, 2020
:
		

Training Programme on Government e-Market place (GeM)
functionalities for MSME’s and Startups

12th, 18th &
25th July, 2020
:
		

FTCCI Mentorship Series one- For Women Entrepreneurs,
Startups and MSMEs

20th July, 2020
:
		

Webinar on COVID-19 Pandemic and Insurance Industry
Response
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