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Message from Dr. RSM

Economics of our life

For us, particularly in India, success always seems to come from outside. Whether it be simple
examinations as a student or a report deadline as an executive, everything has to successfully
happen because of.....

e Luck: “I must be lucky to get the questions | have prepared for in examinations”. So | pray
to my favourite God;

e System: “The system in office is in such a way that even if | do not do, the work will get done”. So | depend on
some other person;

o Fate: “Somehow last one year everything is slowing down. That is because of the bad position of my planets”.
So there is no point in me sweating it out; it will be slow now.

The prime reason behind all the above is the lack of ability in us to take responsibility for our thinking and action. The
belief system of Indian culture has possibly outlived its purpose or possibly been overused! For anything and everything
we fall back on things that are outside us. Note that these three are only examples. There are innumerable ‘reasons’ that
we come up with, in order to justify our point of view.

At the bottom of all these there are so many reasons, to sight a few:

e Lack of efforts or hard work. We basically want to spend most of our time ‘jolly’ or in recreational matters
where there is no effort involved. We also are aware of the fact that there is no returns without effort....but still

e Lack of responsibility. We clearly do not want to own what we do. We want to do what we are told to by
someone else. Concern for others or organization brings with it a lot of responsibilities. Truly, we don’t want
responsibilities.

e Lack of achievement motivation. We do not want to be leaders. We would rather remain as compartments of a
train and not the engine. Engine means - some work — there is effort, and so we don'’t like being an engine. We
do not get thrilled by the possible achievement and what the pleasure of that achievement can give us and all
around us.

On an ultimate analysis — the reason behind inaction is simple laziness. Bertrand Russell even wrote “In praise of
idleness”. For a man to become idle (read ‘lazy’) he would invent new objects that would make him live comfortably. But
the laziness we are talking about is that which prevents us, our family, our organization, our country from growing. List
out the number of hours we spend on productive vocation every day. We need to understand that the economics of life
depends on how productively we use the one third (eight hours) we have every day. The other sixteen hours are to
prepare and enjoy the benefits of the work done in the said eight hours.

We cannot live by luck or chance. We need to live by choice. Unless we are conscious about this and tackle the main
enemy - laziness—the economics will not work. This laziness has several characteristics: lack of planning (daily, short
term, long term), procrastination, being physically unfit, being mentally unfit, not sociable, being very short tempered,
having no interest in sustained work like reading or writing, not updating ourselves in matters that concern us personally
or professionally, and so on.

In case you have any of these in you, you need to start working on them, at both physical and mental levels: my
prescription would be yoga and meditation. Let us work on the economics of our own life!

“To think creatively, we must be able to look afresh at what we normally take for granted.”
George Kneller
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1ISO26000

rampant materialism for another thousand years? INEVAL was born at that time, exactly with the new
millennium, for the scientific development of the work undertaken by the Ecoval Business Association
in Catalonia since1995. Ecoval and INEVAL were at the root of two new ventures: Foretica, Ecoval’s
Spain-wide equivalent, and a new AENOR Ethics Committee, the ISO arm in Spain.

Griera. R. Jordi

Let me partly quote from what my friend Martin Neureiter recently told the American magazine BATE: in parallel with
developments in Spain but not alien to them, COPOLCO, a subgroup of ISO representing consumer groups, made a
request to the ISO secretariat in 2000 to look at the issue created by a large number of companies claiming to be socially
responsible, without any tangible way to verify that claim. The group wanted to know why there wasn’t an international
standard that would allow for such verification by independent certification bodies.

The ISO central secretariat asked COPOLCO to come up with a proposal for what such a standard could look like. ISO
gave the group six months, and two years later, they came back with a proposal. ISO said fine, but asked the group to
consider whether such a proposal should bring in other stakeholder groups that might be interested besides consumers.
The group went back to the drawing board, convened a,Strategic Advisory Group, and crafted a paper in 2004 that
became the basis for ISO to decide to look at developing a standard on social responsibility. At this point AENOR and all
other standards bodies in many nations stepped in with their own developments. Spain was possibly the first country
which had a working Social Responsibility (SR) Standard, called SGE21, created by Foretica as far back as 2002.

After a long phase, in 2008, in Chile, the group had elevated the drafts to a Committee Draft. After additional deliberation
and review, the document was elevated to a.Final Draft in May 2010, and submitted to a final vote by all national
committees. The vote was the widest and most favourable of all International Standards to date, so the Draft became a
full ISO standard on 1st November 2010.

ISO 26000 is non-certifiable in what seems to me a good decision by the ISO Committee. A certification is a photograph
of the state of the matter today, tomorrow things can go astray. A guide shows a consistent path for improvement in SR
with no incentive to lie, fake or make cosmetic changes to reach a certification.

Then, why should a company enter any kind of Social Responsibility process when there is so much pressure on profits,
let alone on survival for many? Those are the pragtical-motives that interest me,-and-we could enumerate a few:

1. Because of customer requests,"Walmart'is a recent case of the impact of ‘'sending hundreds of ethics verifiers to
see what suppliers are doing worldwide, and they are not alone in doing it. To those suppliers, ISO 26000, 26K
for friends, is a welcome tool to systematically address issues, a textbook to anticipate what Walmart might
request next.

2. Because of labour and local social pressure, which in developing countries doesn't take the form of unions it does
in the West. ISO's new standard provides an authoritative text to refer to in the absence of government
regulations and against deep rooted local malpractices. We should not underestimate the importance of a
reference document issued by the most prestigious international standards brand name, 1SO, in a domain which
is practically virgin in many developing countries.

3. Because of the owner's conscience. At least in India there are many managers and directors genuinely interested
in adhering to ethical principles. Dharma, the cosmic duty, could be 26000 years old but it is still in force for these
people. For them 26K is again a welcome analysis tool and an eye-opener to concepts like stakeholder
satisfaction, a rationale easier to apply than religion.

Whichever the reason by which one might develop an interest for the new standard, 1ISO-26000 is here to stay and grow,
and grow. In a couple of years, ISO plans to output an update that might address its main weakness, that it doesn't
handle values directly. INEVAL, a rare expert in values applied to business, pushed for the adoption of some paragraphs
on human values while the norm was being conceived, but we were more successful with other bids than with that one.
Next year might be our time.

“The great aim of education is not knowledge, but action.”
Herbert Spencer
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Factoring

Factoring originated in the financing trade, particularly international trade. It was introduced prior to
1400 in England. It was closely related to early merchant banking activities. Like all financial
instruments, factoring evolved over centuries. This was driven by changes in the organization of
companies; technology, particularly air travel and non-face to face communications technologies
! starting with the telegraph, followed by the telephone and then computers. These also drove and were

driven by modifications of the common law framework in England and the United States. Now it is
' found all over the world.

uf

U S Mohanty
Factor is a financial institution which manages the collection of accounts receivables of the companies

on their behalf and bears the credit risk associated with those accounts.

Factoring is a “continuing arrangement” between a financial institution (the factor) and a business concern (the client)
selling goods or services to trade customers (the customer) whereby the factor purchases the client’s accounts
receivables/book debts either with or without recourse to the client and in relation thereto controls the credit extended to
the customers and administers the sales ledger.

Factoring Means Instant Cash
Factoring is a collection and finance service designed to improve cash flow, turning credit sales invoices into ready cash.

The FACTOR agrees to
e Factor your invoices on a continuing basis;
e Pre-pay up to 80% of the value of the invoices immediately; and
e Perform the accounting function of sales ledger maintenance and the collection function of realising invoices

factored.
How Factors work:

1. Client invoices customer in the usual way-only adding a notification that the invoice is assigned to and must be
paid to FACTORS.

2. Client submits copies of invoices to FACTORS, accompanied by the receipted delivery challan or any other valid
proof of dispatch.

3. FACTORS will provide pre-payment up to 80% of the invoice value. Follows up with the customer for realization
of payment due.
4. Balance payment made immediately on realization.

To keep the client informed of the factored invoices, FACTORS send monthly statement of account.

Mechanics of factoring:

CLIENT

5]

Assigns invoice to
Periodical
Statements

SI2WoIsnd
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Factor
(-]
Pre-payment up to 80%

d

Statement to cutomer
FACTOR IA CUSTOMERI
h Payment to Factor

cntd...

“Art enables us to find ourselves and lose ourselves at the same time.”
Thomas Merton
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Functions of Factoring:

A Factor offers:
e |nstant Cash

e Follow up and Speedy Collection
e MIS Services

e Sales Ledger Administration

e Credit Protection

e Advisory Services (Customers’ perception of the clients products; changes in the market strategy; emerging
trends markets; audit of the procedures followed for invoicing, delivery and dealing with sales returns)

Costs of Factoring:

Finance Charge: It represents the interest on funds made available to the client by way of prepayment against purchase
of approved invoices. Finance charge is computed on the pre-payment outstanding in the account at monthly intervals.

Service Charge: The charge levied for rendering non-funding services such as collection, sales ledger maintenance and
other advisory services. Service/Handling charge is a nominal charge levied to cover the cost of services viz. collection,
sales ledger management and periodical MIS reports. It ranges from 0.1% to 0.2% on the total value of invoices
factored/ collected. The tax payable on Service/Handling charges is also recovered from clients.

Firms providing Factoring Services:

1. SBI Commercial and Factoring Services Ltd., [first company set up 26" Feb 1991, operating in West Zone).
Authorised share capital of Rs.25 crores (Rs.10 crores as ordinary shares and Rs. 15 crores as preference
share capital), Contributed by 54%SBI, 20% SIDBI, and 26% SB of Indore and SB of Saurastra.

2. Canfactors Ltd., [by Canara Bank set up in August 1991, operating in South Zone]. Paid up capital of Rs.10
crores Contributed by Canara Bank, Andhra Bank, and SIDBI in the proportion 60:20:20.

3. Fairgrowth Factors Ltd., [First Private Sector Company, set up in April 1992, with paid up share capital of Rs.5
crores]

4. Proposed Banks PNB and Allahabad Bank for operating in North and East zones respectively.

Muphry’s Law

Muphry's law is an adage that states that "if you write anything criticizing editing or proofreading, there will be a fault of
some kind in what you have written". The name is a deliberate misspelling of Murphy's law.

Similar laws have also been coined, usually in the context of online communication, under names including Skitt's Law,
Hartman's Law of Prescriptivist Retaliation (or The Law of Prescriptive Retaliation) and McKean's Law. Further
variations state that flaws in a printed or published work will only be discovered after it is printed and not during
proofreading.

"Muphry's Law dictates that, if a mistake is as plain as the nose on your face, everyone can see it but you. Readers will
always notice errors in a title, in headings, in the first paragraph of anything, and in the top lines of a new page. These
are the very places where authors, editors and proofreaders are most likely to make mistakes."

Vimalanathan

"Three things in human life are important. The first is to be kind. The second is to be kind. The third is to be kind."
Henry James


http://en.wikipedia.org/wiki/Erin_McKean
http://en.wikipedia.org/wiki/Muphry's_law#cite_note-3
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Seminar on ‘The Power
of MbV’ conducted by
NCRCL® and Griera. R.
Jordi of INEVAL in 1
Chennai on 27" May
2011

Ashok conducted a training programme on 'Financial Statements and Annual Performance Report' at the Municipal
Reforms Cell, Bangalore on 4th May 2011 as a guest faculty.

RSM, Suresh and Kishore attended a seminar on IT security Control & Audit conducted by ICAI at Chennai on May 21,
2011.

XBRL Seminar, organized by ICAI in Chennai and Bangalore was attended by Ashok, RSM, Suresh, Kishore, Mohanty,
Deepak, Padmaja and Mamtha in the month of May.

“All motion is cyclic. It circulates to the limits of its possibilities and then returns to its starting point.”

Robert Collier
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Griera. R. Jordi

Higher Industrial Engineer, Master Business Administration
President, Ineval Foundation

18" February

jordi.griera@ineval.org

+91 90030 34553

No Questions Your Answers
1. | The meaning of your name. He who saves Mankind from the Dragon.
2. | Nick name. -
3. | Your dream job. My current one.
4. | Your first impression of NCRCL® | High expansion pot.entlal because it is centred on what
market needs most: values.
5 What personal/emotional characteristic of yours | don’t want to change anything, but my wife might want me
" | do you want to change? to change everything!
6. | Money or job satisfaction? Money should follow service.
7. | Your stress buster. Meditation and spontaneous gymnastics.
Do you have a small circle of close friends, rather
8. . No.
than a large number of friends?
9. | What do you most like about a person? Sincerity.
10. | What do you most hate in a person? Duplicity.
11. | Team work Vs Individual work — your comments. Both are needed and are complementary.
12 Do.you make efforts to get others to laugh and Yes, but it is not an effort.
smile?
13. Your heart rules your head or your head rules None rules, | let things flow with least intervention.
your heart?
14. | Special talent. | can sleep anywhere when | am tired.
15. | Hobbies. My work is my hobby.

“Good things happen when you get your priorities straight.”

Scott Caan
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Knowledge Snippet
Microsoft recently bought which Internet phone service company for $8.5 billion?

Send in your answers to the editor at bangalore@ncrcl.com

Answer To [ ast mont hébés Knowl edge Snippet question:
Name the World’s last typewriter manufacturing company to close its production?

Answer: Godrej and Boyce
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“Looking closer can make something beautiful.”
Cynthia Lord
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