STEVE & BARRY'S UNIVERSITY SPORTSWEAR

CREATE NICHE PRODUCTS THROUGH TECHNOLOGICALLY UPGRADEI

AVIRAT SORPAL

YICE PRESIDENT

STEVE & BARRYS URWIRSITY
SPORTSWEAR

US based Steve & Barry's
Lniversity Sporlsivear
Company, has groun
extensively over the last few
years and owns several stores
throughout the LS in the
campuises of some of Hie most
presligious universities and
shopping malls as well.
Along with specialising in
licensed merchandise, the
company has now ventured
into the casual wear segment
as well and is building it's
oien brand. In 2001, Steve
and Barry's opened ifs
sonrcing office in Mumbai lo
explore Indian options.

ppa rel Product Sourcing is a
A:.’.‘amph.'x Art’. that is dependent on

rarious volatile factors such as vam
prices. trade policies. currency fluctua-
tions and quota premiums. Talking from
the perspective of an American retail
organization we have several contending
forces 1o deal with on a daily basis in
order 1o source products at competitive
prices and maintain consistency in the
supply chain.

The elimination of quotas and China's
accession o the World Trade
Organisation is about to bring dramatic
:hﬂngﬂ to the glﬂlul sourcing scenario.
maost affected will be India. Pakistan and
Bangladesh in terms of national revenue
from apparel and textile exports.

Being born and raised in a family of
‘Garmentos” | have seen the Indian
Apparel industry go through massive
changes in the past ten years and having
lived in New York's Garment District |
have been able to see both sides of the
story to come up with unbiased
apinions.

The typical Indian garment exporter has
anywhere from 3-10 customers and
between Rs.5-15 crore of annual sales
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volume. This probably makes up close
to 50 per cent of the exporters in the
country. The basis for survival for most
of these companies has been personal
relationships with the foreign buyers
and quota holdings in specific
marketable categories built on past
performance. What is virtually absent
in most companies s ERP solutions and
CADJCAM systems for pattern and
marker making. Technology has
somehow never been the prime locus
of most apparel exporters and although
many companies have started opening
up to the idea the decision for purchase,
implementation is something that most
people try to put off as much as possible.
This attitude can be seen at every level
from the office to the factories. A typical
example would be to purchase a sewing
machine with automatic thread cutting
feature but give the garment for
traditional Dhaga Cutting, process.
What is perceived as a high capital
expenditure and not justified due to the
low labour costs could in turn have
affected productivity and increased
duliw:r:,' lead times compared to other
modern factories which are able 1o give
a faster tumaround on goods.

FACILITIES

If we need to delve into technology
aspects, | can probably write a book but
| do not think that it is doing justice to
only comment on these aspects.

From the view point of an importer. |
have seen price deflation at every level
in most product components as well as
the end garment price not taking into
consideration seasonal fluctuations of
raw material prices. This is definitely a
trend that can intensify over the next
few years as garment factories will lose
their Trump Cards for being able to bag
an order.

As a country that laid the foundation
for the growth of the appare]l industry
on the legendary "Madras Plaid’, it has
come a long way. since then however
there are several factors that need to be
immediately available on disappearance
of the quota regime in order for the
industry to thrive. We have a dearth of
competitively priced fabric mills that
offer hi-tech fabrics. nylons, polyesters,
polar fleeces. micro [ibers and yarn dyed
cottons in high density constructions.
Typically most of these fabrics are being
imported from China which is
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Create Niche Products Through Technologically Upgraded Facilities Contd... from page 13

increasing delivery times, reducing
effective controls and to a great degree
adding to the price. if freight and
customs clearance issues are taken into
consideration, unless they are done in
high volumes. Apart from labels most
trims prices like zippers, snaps. toggles
etc. have found to be anywhere from 25-
50 per cent higher than if we were to
import them. There are also very few
organised players in the trims sectorand
garment factories are typically chasing
for deliveries.

The African Growth and Opportunity Act
(AGOA) allows us to import several
products duty free. Typical duties that
range from 18-28 per cent is interesting
for a customer because if he is able to
train his factory in Africa to make his
key ‘basic’ products round the year at a
reasonably low price, it gives the option
of moving production for low priced
basic items to Africa and developing a
long term supply chain and not having
to worry about quota and also avail of

the duty benefit.

There are other factors that are not
helping, like we have a handful of good
printing mills that can do complex
prints and hassle free deliveries.
Garment washing facilities do not have
adequate dedicated resources to
research and development.

My viewpoint based on all of this is that
the majority of the companies that have
built successful businesses in India are
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based historically on products that were
not available in other countries,
personal relationships with overseas
buyers and quota holdings, factors that
will no longer hold ground for them to
get a fair chance going ahead in the
future. My strategy as an exporter would
be to create a niche for products,
technologically upgrade and provide
value added products compared to basic
commodities. Value addition is the only
way a mid-sized company can score
points by offering a product line at a
competitive price at which not many
companies offer or for that matter
would like to do the effort to produce.
What might be seen asa huge investment
for a small or mid-sized company might
in turn reap huge benefits for the future.

Having sourced products from China,
Vietnam, Africa and the Indian sub
continent this has been my honest post
mortem of what the Industry looks like
in India. As a garmento | know how hard
it is for someone who has been in the
Industry to move onto another one. The
garment business is something that dies
hard, but 1 would like to tell the Indian
garment export community that there
is a challenge ahead. There is a change
coming about. People must open their
minds and broaden their horizons. It is
time to change strategies and the only

Mantra for doing it is to upgrade what
you have to offer to get your costs down
and add value to the customers table.



___ Steve &Barry’s
Vertical Integration is the Key
AVIRAT SONPAL, VP INDIA OPERATIONS

In a year of
consolidation,
Steve & Barry’s
has expanded
its business
three fold, both
: in thenumber of
stores and sales. Driven by
expansion, the company plans to
add 100 more stores over the next
year with an aim to triple sales
further. Correspondingly, the
Indian sourcing operations,
headquartered in Mumbali, have
also experienced a steady growth.
To feed the growing demand from
India, the company had organised
road shows last year in all major
sourcing destinations to identify
serious vendors.

As the company has shifted
considerable business from other
countries to India, Avirat Sonpal,
VP, India Operations, foresees more
business from India. “A lot of
business from major American
retailers will be focussed on select
sized factories, which are vertically
integrated, having facilities like

embroidery, knitting, dyeing, etc.
in-house, as these factories have
better control on their production
and are able to give better pricingas
well,” says Avirat.

In the post quota regime, the India
sourcing office sees a lot of move-
ment in categories like sportswear,
outerwear and sweaters. Says
Avirat, “With the exception of
lingerie, [ feel Indiais a good source
for most of the said products,
though knits will be her biggest
strength.” The agency sees 10-15%
price reduction in the future and
Avirat believes small and medium
size exporters will survive only
when they venture into niche
products with more markets and
bigger set ups.

Steve & Barry's University
Sportswear has a long standing
presence, not just in top US
universities, but also in high-end
shopping malls. The company has
diversified from college wear to
include popular categories in
womens, mens and kid's wear.
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‘Underselling Competitors’: The Ace for Steve & Barry's
University Sportswear

With competition snowballing, retailers have started demanding tighter margins. To impr
the bottom-line and keeping the interest of the consumers in front, Steve & Barry’'s Univers
Sportswear is one such company who are providing fashion at the minimal required cost.

ost people tend to have
a similar reaction the
first time they walk into

a Steve & Barry's store: a little
shocked, a little surprised. From
jeans to wool jackets Lo running
shoes, consumers can purchase
anvthing from as low as 5 8,95 or
less. It is an approach that has
led some retail insiders to term
it ‘Old Navy On Sieroids.” But
that’s just business as usual at
Steve & Barry's,

Never before in retail history has
any retailer successfully offered
their customers a combination of
the extremely low prices, the
highest quality, private label
merchandise, upscale
surroundings and the friendliest
service. In fact, Steve & Barry's
strategy has transformed this
former licensed college apparel
retailer into a potential major
mall apparel player. Shopping at
a Steve & Barry's outlet offer
shoppers two to ten times less
price for the same quality
clothing that is purchased at
competing department stores.
“0Our concepl appeals to the
masses, we draw everyone,”
said Andy Dicker, Executive VP
atl NY-based Steve & Barry's
University Sportswear.

The ‘lowest price’ sales was the
kev focus of the company’s
management as they were well
aware of the [act that

consumers have many places to
choose to shop (rom. Neither did
the company compromise on the
mass appeal products. The
philosophy of the conglomerate
is not just talk about *we want
business’ but also creates

viable shopping option for fast
moving merchandise.

16 ApparelOnline JULY 18-31, 2008

Entrance of a Steve & Barrys store
- the complete shopping experience

Steve & Barry's have
a major design and
management facility
in Bombay, India,
and source from
about 25 countries in
order to find high
quality at low cost.

The low price concept that has
driven the company to the way
of success, has garnered raves
from industry analysts, who
note that in a sea of specialty
retailers, Steve & Barry'sisina
league of its own extreme-value
apparel. “This store has
tremendous opportunity to
grow,” said Howard Davidowitz,
Chairman, Davidowitz &
Associates, a retail consulting
and investment banking firm
with headquarters in New York
City. "And it's not another ‘me
too’ store selling Liz Claiborne
off-price. Their merchandise
can't be found anywhere else.”

Andy says his company appeals
to value-oricnted consumers of
all ages, backgrounds and
income levels. “Steve & Barry's
University Sportswear is
America's best clothing store

with stores throughout the
country including mall
megasiores and stores located
on prestigious college
campuses,” says Andy Steve
and Barry's has branched out
and carry selection of the
highest quality. most popular
items of men’s, women's and’
kid's wear at its more than 65
stores in 16 states across the
US, Steve & Barry's location
has entire departments of
jeans, khakis, nylon pants,
lear-away pants, sweal

pants, footwear, heavyweight
hooded sweatshirts, shorts,
jackets, T-shirts, baby doll
shirts and polo shirts.

Some wax elogquently about what
they consider Steve & Barry's
distinetive qualities, “This
concept is very different from
other retailers.” noted
Davidowitz, “They have got a
fashion and marketing edge and
a very strong value message,”
Steve & Barry's has romanced
an entire look - though being a
specialty store, it has made a
unique impression.

Today, Steve & Barry's sits on
the cusp of explosive growth,
with a just single lease for its
first Manhatian locaiion and
plans to double the number of
stores over the next year. Given
the pace at which they are
adding new siores, another
industry source estimated the
company could reach sales of §
1 bn in 2006. 1t is a potential
multi-billion dollar company that
is depending on its abllity to
execute ‘low-price’ coneept,
The company is focusing on
malls and hopes to branch out
into lifestyle centres and power

Steve & Barry's
strategy has
transformed this
former licensed colle
apparel retailer into
potential major mall
apparel player.
Shopping at a Steve ¢
Barry’s outlet offer
shoppers two to ten
times less price for th
same quality elothing
that is purchased at
competing
department stores

centres as well. Steve & Barry's
is prepared to oceupy anchor
spaces (units of 100,000 square
feel or larger) in malls that
traditionally pay discounted
rents because they draw
customers o the shopping
ecentre. Their stores are
clustered far from the
astronomical rents of the New
York metropolitan area,

The chain broadened its appeal
by expanding into non-licensed
casual apparel, mainly for men;
later it added women's and
children's apparel too. Presenth
80f% of the retailer’s sales come
from non-licensed merchandise
jeans, sweaters, jackets,
pajamas, footwear and
accessories. But it continues to
earry the hip university-logo
sportswear it was first

known for. All the merchandise
is private label.



AVIRAT SONPAL
Steve&Barry’s

Born and raised in a
family of ‘Garmentos’,
Avirat holds the dual
responsibility of being
MD, 4004 Inc. India and
VP Steve & Barry’s.
Through 4004 Inc., the
Global Sourcing office
of Steve & Barry’s, the
company has a long
standing presence, not
just in top US
universities, but also in
high-end shopping
malls through diversed
products from college
wear to popular
categories in womens,
mens and kid’s wear.

“Vendors Must Invest in [T Systems, Consultants andJoint
Ventures for Greater Efficiency” - Avirat Sonpal, Steve & Bary’s

Though India is on a growth path, with every player in the industry
moving forward to add value, there are certain areas that need
special attention to gain long term benefits. Cost-efficiency is one of
the prime areas of concern for price sensitive buyers like Steve &
Barry’s which is increasing business steadly from the country.
Investment in IT systems, automated equipment, joint ventures,
understanding with trim suppliers and technical support from
consultants are suggested methods to keep the industry tackle the

situation professionally.

005 has definitely been a

breakthrough year for us

both in terms of growing
the number of Retail Stores we
own and operate in the US-
which will be close to over 100 by
the end of the year- and also the
amount of sourcing we have
done [rom India. September
2005 marked our 4th year in the
country and our emplovee
strength has gone from 300 to
500.When we established our
office here in 2001, the total
buying from the country
constituted about 5% of our
overall purchases, which is
now close to 40%.

The ‘mantra’ for going ahead
has to be relationships and joint
ventures. As margins diminish
and distribution channels
reduce, retailers prefer working
directly with manufacturers in a
totally transparent business
environment. Exporters need to
partner with retailers in order
for both of them to grow.

Both parties have to be
responsible for the overall
performance of a particular
product category to succeed
with the consumer. The retailer
is the front end, providing
branding, better shopping
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annual production.

requirements,

The focus going ahead will be purely on the following aspects:

¢ Identifying vertically integrated and socially compliant
factories that have better control over their production.

e Solidifying partnerships between fabric mills and factories
in case of woven apparel and outerwear.

e Structuring joint ventures and MOU's with factories for

® Increasing dependence on a smaller supplier base that
enhances their capacities every season to match our

experience, betier planning

and forecasting methods to
understand product potential.
The factory needs to invest in
better production technology
and QA systems, produet
development, strengthening
and improving productivity

to give best prices and
processes so relailers can be
supported with a better read
and react mechanism.

As far as India’s suceess goes, |
think the next five years will be
better than what the country will
have seen historically, with
regard to growth. I do foresee a
dramatic change in the way
companies operate. Smaller
factories /exporters will have to

merge with bigger ones or create
either marketing or produection
joint venture partnerships.
There is an abundance of good
suppliers: however, customers
are becoming cautious about
whom they want to work with.
To survive, smaller exporters
will have to develop tremendous
value-adding capabilities like a
special process expertise, or
offering of a better design
service to a smaller customer
that can’t invest in the same. |
also see a lot of potential for
smaller exporters merging with
the importers and being their
presence in the country to
source products from better and
more capable factories.




There is lot of
potential for
smaller exporters
merging with the
importers and
being their
presence in the
country to source
products from
better and more
capable factories

There are several areas where
exporters can reduce their
pricing and keep costs down. |
think some of them are as basic
as investing in systems and
automated equipment that can
inerease productivity. I believe
that a lot of exporters are
wasting a lot of time and effort
in penny pinching and working
with new fabric suppliers

and trim suppliers.

Each exporter must start
gearing up either jointly with
their customers where suppliers
are nominated, or by themselves
to structure some kind of annual
commitments based on their
projected needs to fabric mills
and trim manufacturers. We
have seen that trim costs can
make a huge difference to the
ultimate FOB on a garment.

If there is an understanding
between the trim manufacturer,
exporter and the buyer about
annual volume, the
manufacturer ecan work on the
same and improve his elficiency
and productivity and not look

al it as a one time deal and
endeavour to reduce costs

so as to benefit the consumer

at the very end.

Many exporters are overstaffed
due to lack of foresight in being
able to invest in IT systems that
will be a one time investment,
but, over a period of years, will
reduce overheads.

Given that there is an ongoing
elfort both by companies and the
government in supporting them,
I think the country has a
tremendous advantage over

most others to become the most
favoured destination for apparel
production. The biggest
disadvantage that the country
has on woven products is its
lead time, which tends to be
much lower. In knits, there
needs to be more development
of polyester based warp-knit
fabries. Investment in
technology is the key. There
should also be investments in
domestic production of nylons,
polynosies, polar fleeces and
various other fabries for which
we are slill reliant, to a large
extent, on China.

Exporters also need to open up
to the idea of investing in the
services of consultants. They
could also look at technology tie
ups and common marketing tie
ups with factories in other
countries to increase
competitive advantage, as
there can be a shared pool

of customers that will have

a variety of products and
production centres with
common technical skills

to choose from.

There is a scarcity of
consultants in the apparel
business in India. Most business
owners have their own way of
doing things. Every exporter
manages his or her business a
different way. I think
consultants act as a great
outside force and are able to
take an objective view about a
business. Production, quality
control, marketing, systems,
financial management, etc., are a
few areas where consultants
can go a long way in increasing
productivity and efficiency
while reducing costs.

As far as technology tie-ups go,
these apply to almost all areas
from machinery to software to
production systems. If factories
make commitments to their
suppliers of all these factors and
become ambassadors for
suppliers of technology, not only
will their cost on recurring
maintenance and purchasing
reduce, but it will actually ereate
a marketing channel for
technology providers and in

turn reduce their costs by
increased sales. There has

to be a structured way of going
about this route, without which
it will not be possible.
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CONFEDERATION OF INDIAN APPAREL EXPORTERS

90, MIDC, 7th Street, Andheri East, Mumbai — 93 (India) Tel — 28250703 / 56295977
Fax —-56925395 Website —: http://www.ciae.org Email -: info@ciae.org

“Quote”

CIlAe puts you first in Business News
US apparel retail chain Steve & Barry's eyeing Indian
market

America's fastest-growing apparel retail chain Steve & Barry's University Sportswear is
contemplating entry into the Indian market. Plans for the foray are, however, still on the
drawing-board stage and details are likely to be finalised only by the middle of this year.

For Steve & Barry's which started operations in 1985, this foray, if it happens, will be its
first overseas foray.

The US apparel retail major will enter into a joint venture with its affiliate company,
4004 Incorporated India, in which it holds a majority stake.

4004 Incorporated India is the sole procurement and retail solutions provider to Steve &
Barry's with operations in India, China, Pakistan and Jordan.

Presently Steve & Barry's, which sells low-priced apparels like T-shirts, jackets and
personal accessories, has 128 stores with a sales of 100 million units per annum across
the US with plans to ramp up the store network to 226 by end-2006.

retail explosion in India will becoupled with other favourable factors such as a growing
middle-class and a large segment of population with a surplus, disposable income with a
penchant for spending on clothing and personal accessories are the main influencing
factors for this proposed foray.

"Given the high-quality of Steve & Barry's products coupled with its low-pricing (the
maximum price of a S&B product is USD 9.98), we should have no difficulty in
penetrating the Indian market," he asserted.

Steve & Barry's which caters to a customer segment ranging from children to 80-year-
olds will be eyeing the same segment in India as well, Mr Sonpal revealed, adding that "it
is the budget customer who comprises our largest segment.” 4004 Incorporated India
which is the sole global procurer for Steve & Barry's, presently supplies 35 per cent of
the American major's requirements from India -- mostly knits, accessories and other
usables such as furniture and flooring materials, light-fittings, hangers and cleaning
equipment.

"More than 50 per cent of their procurement is done from Tiruppur, Coimbatore and
Bangalore in the south," .



Procuring through 4004 Incorporated ensures a savings of nearly 70 per cent for Steve &
Barry's and the same will be effectively leveraged in India as well, he added.

4004 Incorporated, which has grown phenomenally since its inception in 2001, has
evolved from a virtual one-man operation to a 500-strong entity in just four-and-a-half
years.

“Unquote”

ClAe News Room

N.B.: Please reply your views only on info@ciae.org . Your are getting this email as you are Subscribed to the Newsletter of ClAe
from http://www.ciae.org . Incase you do not want to receive Newsletter by email in future, please email mahesh@ciae.org with your
company name and Email 1D and we will remove your subscription from the list. We look forward to receive your Membership of
ClAe, if you are not an member, which will encourage us to work for you and this industry development. Membership can simply
purchased Online vide Credit Card from http://www.ciae.org/Premium.htm or by sending Cheque/ D. D.




The Free Press Journal Mumbai m Saturday February 25, 2006

| E'_Steve & Barry to enter Indian market

*MUMBAI: PRESENTLY Steve & Barry's, which sells low-priced apparels
+ like T-shirts, jackets and personal accessories, has 128 stores with a
saies of 100 million units per annum across the US with plans to ramp
up the store network to 226 by end-2006. Sonpal said the retail e\:pro
¢ sion in India coupled with other favourable factors such as a growing
: middle-class and a large segment of population with a surplus, dispos-
able income with a penchant for spending on clothing and personal
accessones are the main mfluencmg factors for this proposed foray.
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_j-Steve & Barrys university spo-
_rtswear is contemplating entry
into the Indianmarket.

. Plans for the foray are, howe-

ver, still on the drawing-board st-
age and details are likely to be

finalised only by the middle of:

“this year. For Steve & Barry’s

which started operations in 1985, -

this will be its first overseas foray.:

The US apparel retail major !

“will enter into a joint venture
with its affiliate company, 4004
. Incorporated India, in which it

“holds a majority stake, whenever

“the decision to enter, the Indian

“market is taken, disclosed Steve

& Barry’s vice presidentand 4004
Incorporated India managmg di-,
' rector Avi Sonpal ;
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4004 Incorporated India is the
sole procurement and retail solu-

tions provider to Steve & Barry's

with operations in India, China,
Pakistan and Jordan.
Steve & Barry’s, whlch sells

low-priced apparels like T-shirts,

jackets and personal accessories,
now has 128 stores with.a sales of
100 million units per annum
across the US with plans to ramp
up the store network to 226 by

©end-2006. Sonpal said the retail
explosion in India coupled with .

other favourable factors such asa
growing middle-class and a large
segment of population with a
surplus, disposable income with
a penchant for spending on ¢lo-

thing and personal accessories.

are the main influencing factors
for thlS proposed foray.

elll

“Given the high- -quality of
Steve & Barry’s products coupled
with its low-pncmg (the maxi-

mum price. qf a S&B product is,

$9,98), we should have no di-
fficulty in penetrating the Indzan
market,” herasserted

“However, besides the express-
ed intent to enter the Indian

‘market, the strategic planning

underlying this move is stiLl in
the very preliminary stages,” he
said, adding that “the financials
will be disclosed after deciding on
the proposed foray.” Steve & Bar-
rys, which caters to a customer

segment ranging from children to.

80-year-olds, wﬂl be eyeing the
same segment in India as well,

Sonpal revealed, adding that “itis =

the budget customer who com-
prises our largest segment.”
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4004 Incorporated India which
is the sole global procurer for
Steve & Barry's, presently sup-
plies 35 percent of the:’American

‘major’s requirements from India
- —mostly knits, accessories and
- other usables such as furnifure

and flooring materials, light-fitti-

' ngs, hangers and cleaning equi-
‘pment. ‘More than 50 percent of
- our procurement is done from

Tirupur, Coimbatore and Bangal-
ore,” he said.

|

Other buying centres are Chmd. |

SriLanka, the Middle-Eastand Afr-
ica. “We have deliberately put in

place a distributed procurement

base as it reduces the risk of de-

‘pendence on only one country for

our requirements. Besides, it also
ensures enhanced cost-effective-

- ness,” Sonpal saideUNI
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US apparel retail chain Steve & Barry's eyeing Indian market
Publication: www.webindial23.coms, Edition: Internet, Journalist: UNI

US apparel retail chain Steve & Barry's eyeing

America's fastest-growing
apparel retail chain Steve &
Barry's University Sportswear
is contemplating entry into the
Indian market.

Plans for the foray are,
however, still on the drawing-
board stage and details are
likely to be finalised only by
the middle of this year.

For Steve & Barry's which
started operations in 1985, this
foray, if it happens, will be its
first overseas foray.

The US apparel retail major
will enter into a joint venture
with its affiliate company, 4004
Incorporated India, in which it
holds a majority stake,
whenever the decision to enter
the Indian market is taken,
disclosed Steve & Barry's vice
president and 4004
Incorporated India managing
director Avi Sonpal.

4004 Incorporated India is the

Indian market

UNI

Mr Sonpal said the retail
explosion in India coupled with
other favourable factors such as a
growing middle-class and a large
segment of population with a
surplus, disposable income with a
penchant for spending on clothing
and personal accessories are the
main influencing factors for this
proposed foray.

"Given the high-quality of Steve
& Barry's products coupled with
its low-pricing (the maximum
price of a S&B product is USD
9.98), we should have no
difficulty in penetrating the Indian
market," he asserted.

"However, besides the expressed
intent to enter the Indian market,
the strategic planning underlying
this move is still in the very
preliminary stages," he said,
adding that "the financials will be
disclosed after deciding on the
proposed foray."

Steve & Barry's which caters to a

4004 Incorporated India which
is the sole global procurer for
Steve & Barry's, presently
supplies 35 per cent of the
American major's requirements
from India -- mostly knits,
accessories and other usables
such as furniture and flooring
materials, light-fittings, hangers
and cleaning equipment.

"More than 50 per cent of our
procurement is done from
Tiruppur, Coimbatore and
Bangalore in the south," he
said.Other procuring centres are
China, Sri Lanka, the middle-
east and Africa.

"We have deliberately put in
place a distributed procurement
base as it reduces the risk of
dependence on only one
country for our requirements.
Besides, it also ensures
enhanced cost-effectiveness,"
Mr. Sonpal said.

Procuring through 4004



sole procurement and retail
solutions provider to Steve &
Barry's with operations in India,
China, Pakistan and Jordan.

Presently Steve & Barry's,
which sells low-priced apparels
like T-shirts, jackets and
personal accessories, has 128
stores with a sales of 100
million units per annum across
the US with plans to ramp up
the store network to 226 by
end-2006.

customer segment ranging from
children to 80-year-olds will be
eyeing the same segment in India
as well, Mr Sonpal revealed,
adding that "it is the budget
customer who comprises our
largest segment.”

Incorporated ensures a savings
of nearly 70 per cent for Steve
& Barry's and the same will be
effectively leveraged in India as
well, he added.

4004 Incorporated, which has
grown phenomenally since its
inception in 2001, has evolved
from a virtual one-man
operation to a 500-strong entity
in just four-and-a-half years.



Steve and Barry’s eyes India

With the government allowing 51 % foreign
direct investment in single brand retail, US-
based retailer Steve and Barry’s is explor-
ing the possibility of setting up shop in In-
dia soon. “With 51% FDI being approved on
single brand retail, we are definitely doing
our research and various market studies to
evaluate when and where we can setup a
store in India,” said Avirat Sonpal, manag-
ing director of 4004 Incorporated.

ENA Mumbai, Monday, February 27, 2006
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Steve and

Barry’s mulls
settingup
shopinIndia

Mumbai, Feb 26

With the government allow-
\ing 51% foreign direct invest-
‘ment in single brand retail,
‘US-based retailer Steve and
‘Barry’s is exploring the possi-
' bility of setting up shop inIndia

s001.
- “With 51% FDI being ap-
proved on single brand retail,
we are definitely doing our re-
search and various market
studies to evaluate when and
' wherewecansetupastoreinIn-
| dia,” 4004 Incorporated man-
| aging director Avirat Sonpal
| told PTI.

4004 Incorporated Indiaisa
- global creative procurement
hub and strategic affiliate of
Steve and Barry’s university
sportswear. :

As of now no concrete plan
hasbeen set, however, itis defi-
nitely on the cards for the com-
ingyear,headded. PTI
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| Mumbai, Monday, February 27, 2006
US retailer mulls foray

With the government allow-
ing 51 per cent Foreign Di-
rect Investment in single
brand retail, US-based retatl-
er Steve and Barry's is ex-
ploring the possibility of set-
ting up shop in India. PTl
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The Times of India, Bangalore, Monday, February 27, 2006

Steve and Barry’s plan to
enter India: With the gov-
ernment allowing 51% FDl in
single brand retail, US-based

various market studies to eval-
uate when and where we can
set up a store in India,” 4004

retailer Steve and Barry’sis ex- 51% FDI being approved on
ploring the possibility of setting  single brand retail, we are defi-

up shop in India soon. “With nitely doing our research and

Incorporated managing direc-
tor Avirat Sonpal said. 4004 In-
corporated India is a global
creative procurement hub and
strategic affiliate of Steve and
Barry’s university sportswear.
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_ SINGLE RETAII. SUPPI.IES ARE Hiﬂ'!!\! G BIG TIME

A garment-making
factory, ]ust forme ...

M Allirajan

COIMBATORE

- A NEW business model that promises to
dramatically transform the post-quota trade
in textiles is slowly, but surely, emerging.
Evenas single brand retail is taking off in the
desi market, supply-conscious global retail-
ers and margin-hit exporters are joining
hands to usher in single retail supplies.

“This (single retail supplies) is fast emerg-
ing as a new business model in garment ex-
ports. In absolute terms, exporters would be

able to save 10-15% in bottomlines and im-

prove productivity by 30-40%,” explains Mr
Avirat Sonpal, MD of 4004 Incorporated In-
dia, the strategic affiliate of US sports retailer
Steve and Barry’s University Sportswear. Ac-
cording to industry players, a few major re-

tailers are now in the process of entering into

memoranda of understanding (MoU) with
exporters for ensuring steady supply of gar-
ments.

4004 Incorporated India is inking such
MoUs with a few knitwear exporters in
Tirupur. As per the agreement, the exporter
would have to dedicate an entire factory and
production facilities exclusively for making
garments for the retailer over a specified pe-
riod. In return, retailers assure continuous
supply for the period. Industry players affirm

that more retailers would take to this new

model in the coming days.

“The trend started after the phasing out of
quotas. Now, it is increasingly becoming
common. The relationship helps us plan pro-
duction in a better manner, which is crucial
at a time when margins are extremely thin,”
states Mr Anuj Goenka, director of Texport
Syndicate, a leading garment exporter.

Texport, which has a production capacity
of 1.5 million pieces per month, has placed a

- few ofits factories exclusively for clients such
as Wal-Mart, Steve and Barry’s and Target.

Typically, the “vendor relationship”isfora 1-
3 year period.

P> Better return on investment seen: P3

Better return on
investments seen

M Allirajan
COIMBATORE

Opinions are coming in thick and fast
about the new trend of supply-conscious
global retailers and margin-hit exporters
joining hands to usher in single retail
supplies. “The arrangement is mutually
beneficial. While there is a good reduc-
tion in production costs for the retailer
due to high volumes, exporters can save
on expenses needed to market their
products,” Mr Sonpal points out.

“Export business has a lot of seasonal-
ity attached to it and once exporters en-
ter into a partnership with us, we assure
good orders throughout the year,” he
adds. “The long term commitment and
guaranteed orders ensure better return
oninvestments. We would also be able to

secure loans from banks easily based on
the order position,” points out Mr Anand
Kumarasamy, MD of Wagon Wheel
Knitworks, an export house, which is
planning to sign a MoU shortly.
Onanaverage, exporters are willingto
commit up to 50% of their production
under this new partnership mode. For
instance, 4004 Incorporated, a global
procurement hub for Steve and Barry’s,
which increased its sourcing out of
Tirupur from 7 lakh pieces last year to 1
million pieces per month, hopes to bring
about 4 lakh pieces under the MoU
route. While the volumes are quite high,
;he average realisation per garment is
OW.
But, exporters say they will be ableto |
achieve better profitability because of
quicker turnaround and cost reduction.




Steve & Barry’ University Sportswear

Low Cost, Still Low Cost
--As each Good-Brand seller knows the key of low price is obviously low costing.
Each of them wants to achieve the target but there is few of companies who can simply it

depending on smooth supply chain as Steve& Barry’s can.

The Background of the Case

Steve and Barry, one pair of pal in the childhood opened a small store selling college-
style garments in Pennsylvania University. People can get the same quality of garment
sold in other big stores getting much lower price. The public praise for lower price with
good quality is widely spread quickly. These students introduced this store to their friends
and parents. Due to the success made in university they expanded Steve & Barry’ stores
in university of USA. In 1998 Steve & Barry’s set up the first shopping centre in Detroit
and started to provide causal wear to consumer with their own brand. There are students
and their family members from 15 to 40 years-old among all consumers. Many of them
drive their cars to Steve & Barry’s stores to buy goods when they realize the price is
really attractive in Steve & Barry’. So far Steve& Barry’s have had over 130 stores in
USA and millions of loyal customers. Steve & Barry’ is becoming a well-know name and
retail brand. International Council of Shopping Centers selected the top bestseller retail
cooperation in 2005 and Steve & Barry’ was one of five winners. This reward is to

encourage the retail companies who always provide creative products and good services.

The Experience of Success
Right Time Right products and Right prices provided.
When you enter Steve & Barry’ retail chain stores you will find hundreds of products

including T-shirt, kinds of Jackets, Shirt, Bags, Downs & Coats etc. The key is you will
never find one piece more than 10 dollars in these stores. In 2004 the number of Steve&
Barry’ stores were increased to 65 stores which was 2 times than the last year and in 2005
another 70 chain stores were set up. The whole area of Steve & Barry’ is around 60,000

Square Feet now. In 2005, Steve and Barry, two leaders of this company indicated that



turn-over was close to 700 millions dollars and the profit was 50 millions dollars before
tax.

Steve & Barry’, who attracts customers with low prices, is getting more and more
attention from investigators for retail industry and from competitors including large-scale
discount stores and shopping mall. The Senior Vice President Ms Lois Huff from the
Market Research Company, Retail Forward, expressed that “Limit Retail” adopted by
Steve & Barry’ was leading the trend of retail industry. Target & Old Navy have the
same strategy as Steve & Barry’ which is low pricing with high quality. But Steve&
Barry’s “Limit Retail” already reached better level which composes of two points—the
strategy of relative promotions & the operation of “Tariff Project”.

At the time of only having first stores of Steve & Barry’ Steve Shore and Barry
Prevor were manufacturing T-Shirt in their own basement. With the expansion of the
business they start to make use of their knowledge of the Tariff System in USA to
research the duties from different countries, which is the job of Tariff Engineer. For
example, the duty for one imported nylon jacket is 32% but it is only 7% if you use
waterproof coating fabric on the same. Once Steve & Barry’ costing is decreased the
customers get better products. Until now these 2 CEOs are still good at this research.
Meanwhile Lois Huff proposed the alarm that the cost control would be very difficult
with the expansion of scale of company. It would be most difficult when the number of
stores reach 200 to 300.

The Establishment of Global Sourcing Centre

What is the method of cost control by Steve& Barry’? The vendor week for fall’06
held in India from 24" to 25" Jan this year could be a good reference for the answer.
Steve & Barry’ established 4004 Incorporated in India in 2001 as the global sourcing
centre and their Strategic basement. Considering this company is located nearby most of
garment-manufacturer basements Mumbai was selected to hold this Vendor Week. The
General Manager of 4004 Incorporated Mr. Avirat Sonpal indicated that we held VVendor
Week every season as we think much of the good relationship with vendors. This vendor

week was held very successfully as the vendors from more countries attended this



Vendor Week to share more quantities with the development of Steve& Barry’. They
were from Jordan, Kenya, Egypt, Eastern Africa, Central America & Bengal.

The Management System of Supply Chain

The management system of supply chain designed by 4004 provides all suppliers for
Supplier Profile From. After accessing into the system the supplier can fill in and update
products range and capacity. Vendors of different level would be categorized and then the
data collected by SPF can help 4004 Incorporated to choose different suppliers in the
period of bulk production. With the fast development of Steve & Barry’ 4004
Incorporated experienced fast growth which contains the promotion of sourcing capacity
and human resources. As the support offices around the world collectively give support
of the sourcing and flow of management for supply chain of 4004 Incorporated their
sourcing ability is rising by 60% to 90% every year. Due to this speed of growth the

combination of products become more complicated.

Logistic Management

The basic procedure of Steve Barry’s Logistic Management is as below,

--S&B Logistic management team makes up one complete internal procedure and

policy to regulate the criterion during the shipment and after shipment.

--Make up the plan of transportation and loading

--Coordinate with third party to take charge of shipping and organize goods to

distribution center.

--Follow up the order

--Check necessary documents with vendors

--Procedure for applying to customs

--Prepare for MIS Report

--Check the delivery, documents and other criterions of S&B

Since there are hundreds of suppliers of Steve & Barry’ coming from different
countries as India, China, Pakistan, South Africa& Sri Lanka one set of new sourcing
procedure is starting to be used from 2006. The procedure includes the clause of loading,

compensation, the obligation of delay, the regulation before shipment, the regulation of



packing, the regulation of carton label, necessary documents & the obligation after
shipment. These clauses certainly assure that the suppliers have a long-termed
cooperation with Steve & Barry’, and they make the relation between USA & India office
closer. Even the high-rank managers can command of the information of sourcing as well.
The Stat. of problems from suppliers in 2005 demonstrates that the most serious
problem is the delay of delivery and the second one is the discrepancy of documents. Of
course there are some other problems like inaccuracy of quantity and mistake on packing
& carton. These problems caused a loss of Steve &Barry’ sourcing. The reputation of
supplier influences the preferential consideration from S&B in the period of future

sourcing.

The development of suppliers & Sourcing

“Qur target is to provide perfect goods for our stores in USA. We need to exceed our
competitors in the aspect of quality, price & service in order to ensure the smooth running
of our supply chain”

At this time customers concern about quality much and pay attention to price as well.
Steve& Barry’ is providing these products combining the quality with price so it is a
great challenge for sourcing. The president of Steve& Barry’ said the only secret of their

success was low cost.

With the fast growth of the company Steve& Barry’ is planning to expand their retail
stores to 200 by 2006. So 4004 Incorporate selected 200 candidates from 7000 resumes to
get 60 vacant positions. Two CEQOs in USA expressed their expectation of conversion
from family enterprise to global retail company. They employed some excellent
graduated students from Ivy University as administrator. They are very confident of the
development in USA.
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4004 Incorporated India,
the global creative
procurement company
and strategic affiliate of
the American retail chain,
Steve and Barry's
University sportswear,
recently hosted Vendor
Week - Fall'06, arguably
the largest gathering of
apparel and garment
trade vendors' from
January 23-25, 2006 in
Mumbai. The event saw a
substantial commercial
turnover with enquiries
blooming into fruitful long
term business
transactions.

Vendor Week

Reinforces India’'s Dominance in
Global Procurement

-

from India, Bangladesh, Sri Lanka, the a major global procurement hub Avirat Sonpal,

African continent and Pakistan to name a managing director, 4004 Incorporated India said (o
few. Incepted in 2004, Vendor Week is a unigue IMAGES Retail: “4004 Incorporated is responsible
platform for manufacturers of Steve & Barry's for the complete procurement of Steve and Bary's

q 004 Incorporated, buys its product portfolio Describing the company's role in leading India as

garments to meet and interact with the company sellable & non sell-able products from India and
Management first hand and to imp across the globe. The company not only sources
| elations with the manufacturing garments for S&B worldwide, but also performs a

dor Week gives 4004 Incorporated  range of other functions like merchandising,

v to reveal its line to the vendors, and  quality assurance, logistics compliance, social
to explore possible business opportunities based compliance and retail planning.”

on the line. This also serves as a forum for to get
an insight into the company structure &

procedures and finalise deals

an opportunit

Commenting on the event he said, “In terms of
expanding our vendor base, the prime goal of
4004 Incorporated is to expand procurement and
The Vendor Week 2006 showcased a host of new target geographies like Jordan, Kenya, Egypt and

designs and patterns for the season to top notch other East African countries, Central America and
vendors from countries like India, China, Pakistan, Bangladesh and partner with the best vendors
South Africa, Sri Lanka, Bangladesh & others from these locations”

mammoth garment manufacturing countries. The
event attracted a total of 150 visitors from 20
countries, of which 70 per cent came from
overseas. The issues deliberated during the event
included apparel sourcing, quality assurance
standards, product development initiatives and
trends in logistics.

4004 Incorporated India is a global creative
procurement hub and strategic affiliate of
America's fastest growing retail chain, Steve and
Barry's University Sportswear. The latter was
recently presented the popular 2005 'Hot Retailer
award by the International Council of Shopping
Centers (ICSC) in the United States.

IMAGES RETAIL March 2006
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‘N gg j.g know what a

Uﬁﬁerprmleged children
celebrate their birthday,
some for the first time

It was more than ]ust a mass hll‘ﬂlﬂaj’
party. Around 150 underprivileged and
street children belonging to NGOs
Hamara and Aarambh celebrated
their birthday, many of them for the
first time. For some, it was a break
from their daily work, while for others
it was an eye-opener that they had a
birthday too.

Global procurement company 4004
Incorporated organised ‘Project Reach’,
a fun-filled event for the kids, on
Wud,imdaa' at the World Trade Center

The children, all between six and 18

years, danced enthusiastically along, -
pla:red _ admired the juggler’'s
skills, al:Hl the magiﬂian’s tricks.

o7 liked coming here because we
could forget our problems at homeand m
enjoy ourselves. I made new friends

and danced.” said 18-year-old Sandhya

Pardesi, of Hamara.
For some it was just a good day to

b'day

_n-.--—n.ﬂ;.r.-'

Children enjoy a fun-filled afternoon with Project Reach — Kamiesh Pednekas/DHA

escape work, like 11-year-old Shahid
Sayyved who sells water bottles at
Mumbai Central station.

“This is something I'll alwajrsre-

member;” he said. “My mother says we
don’t celebrate birthdays, so it was
nimtqknnwwhatahjrﬁﬂaynelebra
tion is like,” said a smiling Sayad Sale-
man of NGO Hamara.

“Most children here have never cel-
ebrated their birthdays. We thought
thic would be a nice way to make them
happy. It is our way of giving back to
the community

“We hope that April 5 will always be
their  birthday” said Khyati
Bhinde, marketing manager of 40004
Incorporated.

e E il



Vendor Week Fall 06° Exhibition Held in Mumbai, India

At the beginning of a new year the Vendor Week Fall 06’ that hundreds of companies
in Textile Industry from 25 countries gathering in was held in Mumbai, India between
22" to 25™ Jan. 2006. In this exhibition the attendants from different countries displayed
their garments for next season in order to get more commercial chances. The products
displayed in this exhibition covered Denim, Pant, short, Shirt, T-shirt, strap, caps and
shoes. There were about 150 garment manufacturers from 25 countries attending this
exhibition. As per the Stat. by the host only 8% of them were from China even through
they are very interested in the garment quality and price from China. The host expected
that they could promote the communication on Textile Garment products between
different countries and enhance the commercial opportunity between buyers and sellers
through this Vendor Week.
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US retail chain Steve & Barry's in revamp mode
L.N. Revathy
Coimbatore , May 30

America's fastest growing retail chain Steve & Barry's University Sportswear is
on a revamp mode. "It would soon turn out to be a ~complete’' departmental
store," Mr Avirat Sonpal, Managing Director, 4004 Incorporated (a subsidiary and
strategic affiliate of Steve & Barry's) told Business Line.

The Mumbai-based 4004 Incorporated incidentally is the sole global procurement
hub for Steve and Barry's, both for saleable and non-saleable items.

The non-saleable items include tubes, stapler, paper and so on for own
consumption.

"We have parameters within which we operate, but overall, it has been a very
comfortable service. Since September 2001, we have been doing the
procurement service for Steve & Barry's, picking the things at the right price,
negotiating with the suppliers, doing lab checks and so on.

About 450 people are engaged in this work. They include research groups as
well. We buy their requirement from footwear, clothing, printer, toner, cartridge
etc.,' he explained.

To a query on procurement, Mr Sonpal said the company sourced about 25 per
cent of its requirement from India, of which over 50 per cent was bought from
the South.

"Tirupur, Bangalore, Delhi, Ludhiana and Mumbai are the main procurement
hubs. We have established at least four trade relationships in Tirupur. The
identified units produce solely for Steve & Barry's. We also work with 10 large
exporter houses in India to source about 20 million units every month (India
alone). Procurement from China is next only to India and Pakistan (20 per cent)
at around 16 per cent. We also source from Kenya and the UAE."

While it looks to India for garment and knitwear items, footwear is sourced from
China and the coarser and heavier fabrics from Pakistan.

"We enter into a joint venture agreement or a buy-back arrangement with the
vendors. We have set up regional offices in several countries. Our global network
is well connected,” he added.
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4004 Incorporated Draws Up Ambitious Plans to Become a Multinational
Procurement Major — Plans to Add 8 More Categories to Its Profile Over the Next 2 Years

4&“ Incorporaled, i global
procuremoent hub and
strategic allilinte of America’s
fastest growing relail chain,
Steve und Barry's University
Sportsweal, has drawn up
ambitious growih plans. The
company currently procures
[rom 25 conntries around the
world, and ix set to increase this
Dase by S0 by December 2006,
Sinee its inception in 2000, the
company hus been responsible
for the sourcing and buying of all
Steve & Barrey's sellable and
non-s¢llable merchandise. The
lalter wis recently presented
the popular 2005 ‘ot Retaller®
award by the International
Council of Shopping Centers
(TCSC) in the United States.
The current procurement
portfolio of 4004 Incorporated
includes knits nnd woven
apparel, for clothing like jeans,
juckets, cargos, shorts, ‘T-shirts,
swent-shirls, sweaters and
ghirts, In addition Lo thesae,

the company is nlso responsible
for sourcing footwear and
acoessories like bags,

scarves and hells, ete,

Avi Sonpal
MO 4004 Incorporatod

In 2004, 4004 incorporated
showed a substantial number of
udditions in their procurement
portfolio moving from apparel
into footwear and other
wieeessories. Uver the nexi

2 years, the global procurcment
hub for one of the leading
brands in the US, plans to add
cight (5) new eategories o ils
procurement portlolio =
Lingerie - Basies (Lhongs,
hottoms, brassieres); Cold
Weather Accessories - sels of
winter caps, scarves, mulllers,
gloves, ele,; Lifestiyie

Products- perfumed candles,
uroma olls, fragrances:
Electronic Gadgels; Decorative
Products - 'holo rames,
figurines; Cosmetles; Walches
wid Sunglasses.

By announcing plans lo
diversily its portfolio in the

next 2 years, A Incorporated
abms o become a one-stop-shap
for all needs of the Steve &
Barry's consumers and
consuimables of the Stores ke
light filtings, stationery, cleaning
equipment, hangers, display
racks and other furniture and
fixtures for the stores.

Product
ifems thar
Steve &
Barry's are
interaslod
I SOUrce
from India

Avisonpal, MDol 4004
Incorporated <ayvs, “Though we
had a humble beginning. the right
business approach towards
bullding =olid vendor
partnerships coupled with the
finest talent has helped us a
mame Ly peckon witl in the slobal
procurcnent spuee, We hive
plans of adding 6 reglonal ollices
i Asha and Alviea over the course
Of Ul meset 10 mmomi b sund e
determined o become the best
procurement company in the
world in terms of supply cliain
svslemsx, vendor relationshipes
and product price and gualily.
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SOURCE CODE: Global retail
brands have delgs on India

dia and China. Target currently has 40
global sourcing offices. GAP sources
garments worth $1.2bn from the Indi-
an sub-continent of which India ac-
counts for 50%.

These retall chains are now seiting
up their-own liaison offices, rather
than opting for third-party buyers,
Americon retail chain Steve & Bary's |
University Sponswear has made India
its procurement hub since ‘01 through
s affiliage company 4004 Lt
ed. Avi Sonpal, MD, 4004 said, *We
supply about 20m units annually 1o
Emmmpanz.r, and are ﬂblﬂ?,f C;I msg

v A4-60%." Thirty per cent of Steve
Barry’smerchandise comes from [ndia
and 4004 manages the entire back-e- |
nd operatons indudingsetting up of
stores, “We have a team which lodks
specifically at the tariffs in different co-
unmzsnndpmnca:cmlmglmﬂnu-
mberof start-up companies are looki-
ng at making countries like India their
procurement base a3 it is much more
cost cffective.” he said.

Other brands are also increasing
j their India operations. Mast Indus-

' ‘ tries, which procures for the $2bn
¢ Limited Brands which includes
Victoria's Secret, The Limited, Ex-
press and Bath & Body Works
| among others, does $40m worth
of business from India. Itis looking |
to double its business in the next
year. French Connection, UK

(PCUK) s also sourdng $30m

worth of apparel from India,
which accounts for 25% of its
usiness. A number of these retail
" chains are alveady eyeing the In-
% dian market, and once they are
7 allowed it would help them w
¢ further increase thelr sourcng
.r'f, from India. India’s current
2+ share in exports is just about

4%, with §16bnwonh of exports.

i e BT

Deepa Krishnan and Shuchi Vyas  retail chain is looking to triple its busi-  panies would still be in
T MUMEBAT ness from India to3300m from $120m  the process of shornlisting
in 03, GAP is looking to touch about  potential suppliers, By °07- ©
NTERNATIONAL retail brands like  $650m, {rom $500m lagt year. Wal- 08, the sector could see
Wal-Mart, GAP, JC Penney and  Mart already outsources over $1bn  econiomies of scale,” sald
Targethave doubled theirsourcing  worth of supplies from India. Subramanian Ganapathy,
operations from Indin. Since quotas  These companies are now rational--  director, TNS India.
were dismantled early last year, new  ising their vendor bases and limiting ~ According to an offical
entrants like Steve & Barry'sare cashi-  their sourding from fewer countries  from Targer, about 65% of
nginon the cost advantage and setting  like India and China. Indiais specialis-  its business comes from
up thelr entire operations in India. ing in value-added products unlike the home fumnishing seg-
Puttogether, Wal-Mart, JC Penney,  China which produces larger vol-  ment, They have reduced
GAP and Target account for 50% of  urmes. . thelr vendor base by almo-
the apparel outsourced from Indiain ~ “There is definitely a shift towards  5170% andare also looking
'05. While Target, the US-based value  these two countries, Right now, com-  1odo more business cutof In-



/¢ " waw '

Ce ptntching [ndic

Business
Get Business savvy with us
Updates of the latest Biz news

14 Jun 2006 15:09:05

Global retail brands have designs on India

MUMBAI: International retail brands like Wal-Mart, GAP, JC Penney and Target have
doubled their sourcing operations from India. Since quotas were dismantled early
last year, new entrants like Steve & Barry's are cashing in on the cost advantage and
setting up their entire operations in India.

Put together, Wal-Mart, JC Penney, GAP and Target account for 50% of the apparel
outsourced from India in '05. While Target, the US-based value retail chain is looking
to triple its business from India to $300m from $120m in '03, GAP is looking to touch
about $650m, from $500m last year.

Wal-Mart already outsources over $1bn worth of supplies from India.

These companies are now rationalising their vendor bases and limiting their sourcing
from fewer countries like India and China. India is specialising in value-added
products unlike China which produces larger volumes.

“There is definitely a shift towards these two countries. Right now, companies would
still be in the process of shortlisting potential suppliers. By '07-08, the sector could
see economies of scale,” said Subramanian Ganapathy, director, TNS India.

According to an official from Target, about 65% of its business comes from the home
furnishing segment. They have reduced their vendor base by almost 70% and are
also looking to do more business out of India and China. Target currently has 40
global sourcing offices. GAP sources garments worth $1.2bn from the Indian sub-
continent of which India accounts for 50%.

These retail chains are now setting up their own liaison offices, rather than opting for
third-party buyers. American retail chain Steve & Barry's University Sportswear has
made India its procurement hub since '01 through its affiliate company 4004
Incorporated. Avi Sonpal, MD, 4004 said, “We supply about 20m units annually to
the company, and are able to cut costs by 40-60%0o.”

Thirty per cent of Steve & Barry's merchandise comes from India and 4004 manages
the entire back-end operations including setting up of stores. “We have a team which
looks specifically at the tariffs in different countries and procure accordingly. A
number of start-up companies are looking at making countries like India their



procurement base as it is much more cost effective,” he said.

Other brands are also increasing their India operations. Mast Industries, which
procures for the $2bn Limited Brands which includes Victoria's Secret, The Limited,
Express and Bath & Body Works among others, does $40m worth of business from
India. It is looking to double its business in the next year.

French Connection, UK (FCUK) is also sourcing $30m worth of apparel from India,
which accounts for 35% of its business. A number of these retail chains are already
eyeing the Indian market, and once they are allowed it would help them to further
increase their sourcing from India. India's current share in exports is just about 4%,
with $16bn worth of exports.

Source: The Economic Times



India favorite procurement base

Thursday, June 15, 2006

MUMBAI: The dismantling of quotas early last year has found International brands like Wal-Mart,
GAP, JC Penney and Target have doubled their sourcing operations in India and has opened the
gates for new entrants like Steve & Barry’'s to appreciate the cost advantage and set up their
entire operations in India.

Wal-Mart, JC Penney, GAP and Target together accounted for 50 percent of the apparel
outsourced from India last year. The US-based value retail chain, Target, is hopeful of tripling its
business from $120 million in 2003 to $300 million. Gap recorded $500 million last year and is
anticipating touching $650 million this year. Wal-Mart has a supply-outsource of about $1 billion
from India.

These companies are downsizing their vendor bases and limiting their outsourcing from fewer
countries like India and China, with India specializing in value-added services unlike China which
produces larger volume-production. Subramanian Ganapathy, director TNS India said, “There is
definitely a shift towards these two countries. Right now, companies would still be in the process
of shortlisting potential suppliers. By '07-08, the sector could see economies of scale.”

Target, which has reduced its vendor base by almost 70 percent, is looking to do more business
out of India and China. With 40 global sourcing offices, about 65 percent of its business coems
from the home-furnishing segment. GAP has a garment-sourcing worth $1.2 billion in the Indian
sub-continent with Idnia contributing for 50 percent of the accounts.

With these retail chains opting out of third-party buyers and setting up their own liaison offices,
Avi Sonpal, MD, 4004 Incorporated, the affiliate company of Steve & Barry said, “We supply
about 20m units annually to the company, and are able to cut costs by 40-60%.” 4004 manages
30 percent of Steve & Barry’s merchandise coming from India, managing the entire back-end
operations, including setting up of stores.

Mast Industries which has a $40 million worth business plans to double it next year. French
Connection, UK (FCUK) also sources $30 million worth apparel from India, accounting for 35
percent of its business. India’s current share in exports is about 4 percent with $16 billion worth of
exports.
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4004 Incorporated India draws up
ambitious growth plans

Bureau

4004 Incorporated India, a global procurement hub and strategic affiliate of America’s
fastest growing retail chain, Steve and Barry’s University Sportswear, has drawn up
ambitious growth plans. The company currently procures from 25 countries around the
world, and is set to increase this base by 30% by December 2006.

Since its’ inception in 2001, the company has been responsible for the sourcing and
buying of all Steve & Barry’s sellable and non-sellable merchandise. The latter was
recently presented the popular 2005 “Hot Retailer’ award by the International Council
of Shopping Centers (ICSC) in the United States.

The current procurement portfolio of 4004 Incorporated includes knits and woven
apparel, for clothing like jeans, jackets, cargos, shorts, t-shirts, sweat-shirts etc. In
addition to these, the company is also responsible for sourcing footwear & accessories
like bags, scarves and belts etc 4004 Incorporated procures approximately 20 million
units from India annually.

They procure close to 30% of their requirements from India, of which 50% is from
southern India which comprises of Tirupur and Bangalore. The other cities are Mumbai,
Delhi and Ludhiana. In the last year, 4004 Inc has seen 25% growth in their buying
capacities in apparel and non-apparel categories.

4004 Incorporated India currently has international offices in Pakistan, China, Jordan
and the company plans to open around 8 more offices by end of year. In 2006, 4004
incorporated showed a substantial number of additions in their procurement portfolio
moving from apparel into footwear and other accessories.

Over the next 2 years, the global procurement hub plans to add eight (8) new categories
to its procurement portfolio.

- Lingerie
- Cold Weather Accessories

- Lifestyle Products



- Electronic Gadgets

- Decorative Products
- Cosmetics

- Watches

- Sunglasses

Starting off with procurement of sportswear and select apparel, 4004 Incorporated has
over the years made steady progress by diversifying into sourcing and procurement of
casuals, kids wear, accessories, and non-sellable items for their affiliate Steve and
Barry’s.

Avi Sonpal, MD of 4004 Incorporated says, “Though we started with humble
beginnings, the right business approach towards acquiring quality vendors coupled with
best-in-class people has helped us become a name to reckon with in the global
procurement space. We are well poised to become a true multinational procurement
major in a couple of years from now with our global manpower strength exceeding
600.”
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4004 Incorporated India draws up ambitious plans to

become a Multinational Procurement major
Bureau

4004 Incorporated India, a global procurement hub and strategic affiliate of America’s
fastest growing retail chain, Steve and Barry’s University Sportswear, has drawn up
ambitious growth plans. The company currently procures from 25 countries around the
world, and is set to increase this base by 30% by December 2006.

Since its’ inception in 2001, the company has been responsible for the sourcing and
buying of all Steve & Barry’s sellable and non-sellable merchandise. The latter was
recently presented the popular 2005 *‘Hot Retailer’ award by the International Council of
Shopping Centers (ICSC) in the United States.

The current procurement portfolio of 4004 Incorporated includes knits and woven
apparel, for clothing like jeans, jackets, cargos, shorts, t-shirts, sweat-shirts etc. In
addition to these, the company is also responsible for sourcing footwear & accessories
like bags, scarves and belts etc 4004 Incorporated procures approximately 20 million
units from India annually.

They procure close to 30% of their requirements from India, of which 50% is from
southern India which comprises of Tirupur and Bangalore. The other cities are Mumbai,
Delhi and Ludhiana. In the last year, 4004 Inc has seen 25% growth in their buying
capacities in apparel and non-apparel categories.

4004 Incorporated India currently has international offices in Pakistan, China, Jordan
and the company plans to open around 8 more offices by end of year. In 2006, 4004
incorporated showed a substantial number of additions in their procurement portfolio
moving from apparel into footwear and other accessories.

Over the next 2 years, the global procurement hub plans to add eight (8) new categories
to its procurement portfolio.

- Lingerie

- Cold Weather Accessories
- Lifestyle Products

- Electronic Gadgets

- Decorative Products

- Cosmetics

- Watches



- Sunglasses

Starting off with procurement of sportswear and select apparel, 4004 Incorporated has
over the years made steady progress by diversifying into sourcing and procurement of
casuals, kids wear, accessories, and non-sellable items for their affiliate Steve and
Barry’s.

Avi Sonpal, MD of 4004 Incorporated says, “Though we started with humble
beginnings, the right business approach towards acquiring quality vendors coupled with
best-in-class people has helped us become a name to reckon with in the global
procurement space. We are well poised to become a true multinational procurement
major in a couple of years from now with our global manpower strength exceeding 600.”
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A rlobal procurement hob and stracesic
affiliate of America's lasrest prowinge retail

chain, Steve and DBarry's Universivy

Sportswear, has drawn up ambicious
growth plans. The company currently
procures from 23 countries around the
world, and 15 set to increase this base by
30% by December Z006. Since its'
inception in 2001, the company has been
responsible for the sourcing and buving of
all Sreve & Barry's sellable and non-
sellable merchandise.  The larter was
recently presented the popular 200% "Hot
Betailer' award by the International
Council of Shopping Centers ([0S0 in
the Lnited Scates,



4004 Incorporated Draws Up Ambitious Plans to Become a Multinational
Procurement Major — Plans to Add 8 More Categories to Its Profile Over the Next 2 Years

4["]1 Incorporated, a global
procurement hub and
strategic affiliate of America’s
fastest growing retail chain,
Steve and Barry's University
Sportswear, has drawn up
ambitious growth plans. The
company currently procures
[rom 25 countries around the
world, and is set to inerease this
base by 30% by December 2006,
Since its inception in 2001, the
company has been responsible
for the sourcing and buying of all
Steve & Barry's sellable and
non-sellable merchandise. ‘The
latter was recently presented
the popular 2005 ‘Hot Retailer’
award by the International
Couneil of Shopping Centers
(1CSC) in the United States.
The current procurcment
portiolio of 4004 Incorporated
includes knits and woven
apparel, for clothing like jeans,
jackets, cargos, shorts, T-shirts,
sweat-shirts, swealers and
shirts. [n addition to these,

the company is also responsible
for sourcing footwear and
accessories like bags,

scarves and bells, cle.

Avi Sonpal
MD, 4004 Incorporated

In 2006, 4004 incorporated
showed a substantial number of
additions in their procurcment
portfolio moving from apparel
into footwear and other
aecessories. Over the next

2 vears, the global procurement
hub for one of the leading
brands in the US, plans to add
eight (8) new categorics to its
procurcment portfolio -
Lingerie - Basics (Lhongs,
hotioms, brassieres); Cold
Weather Accessories - sets of
winter caps, scarves, mulllers,
gloves, ete.; Lifestyle

Products- perfumed candles,
aroma oils, fragrances;
Electronic Gadgets; Decorative
Products - Photo frames,
figurines; Cosmetices; Watches
and Sunglasses.

By announcing plans to
diversify its portfolio in the

next 2 years, 4004 Incorporated
aims to become a one-stop-shop
for all needs of the Steve &
Barry's consumers and
consumables of the Stores like
light fittings, stationery, eleaning
ecquipment, hangers, display
racks and other [urniture and
[ixtures for the slores.

Product
items that
Steve &
Barry's are
interested
lo source
from India

AviSonpal, MD ol 4004
Incorporated says, “Though we
had a humble beginning, the right
business approach towards
building solid vendor
partnerships coupled with the
finest talent has helped us a
name Lo reckon with in the global
procurement space. We have
plans of adding 6i regional offices
in Asia and Africa over the course
of the next 6 months and are
determined to become the best
procurcment company in the
world In terms of supply chain
systems, vendor relationships
and produet price and qualily.
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AVIRAT SONPAL
Managing Director, 4004 Inc.

LN

In a bid to match pace with the growing
sourcing needs of its US-based retail
parent Steve and Barry's, 4004 Inc has

few interesting supply chain innova-

tions up its sleeve. sy AbITYA KELEKAR

Dress rehearsal

The technology rush in the thick of the
retail boom appears quite riveting for the
apparel retail industry. The emergence of
innovative modules within IT solutions like

tariff engineering makes this synergy truly avant-garde.

Pioneering it in a small yet significant way is Mumbai-
based 4004 Inc., a global procurement affiliate of Steve and
Barry's, an apparel retail chain that runs a network of over
130 casual and collegiate apparel stores in the US.



Headquartered in Mumbai, 4004 Inc. orchestrates the
entire supply chain management circuit: from conceiving
a design, creating a technical specification, getting an
online product, issuing a purchase order, quality testing,
inspection to the final delivery.

Strutting their stuff

One of the recent innovations that proved critical to the way
4004 Inc. conducts business is the module on

tariff engineering. It is a strategic planning module that
gathers in-depth information on Free Trade Agreements
(FTAs) and quotas subjective to different countries. The
module developed by Supply Chain Management Solutions
(SCMS) team of 4004 further compares a particular apparel
component's cost from a particular country to a component
from another country.

The process is interesting: When the company checks
on the price of a particular product from a particular area,
it looks up for relevant information on the pricing of the
same product from other areas, which could be complete-
ly dissimilar owing to varying freight rates and duties
across sourcing nations. This is quite an effective replace-
ment to physically evaluating the price differences.

"If we have one bid from Jordon and another from
India, we get to do an apple to apple comparison," says
Avirat Sonpal, Managing Director, 4004 Inc.

On similar lines, the company is also working on a
cost-based module that would bring in more efficiency to
its purchase transactions. Typically, there are about 20
components that go into the making of a shirt produced
by the company.

The cost-based module would check the viability of a
manufacturing process. The manufacturers are further
required to key in their component cost and an average
cost of the product is automatically generated based on
the specific criteria each department feeds.

Typical input here would be information from a fabric
technician, who would key in the fabric costs and the
quantity of fabric required. Other inputs include data from
a garment technician, who would put in the number of
man-hours spent on his work.

Earlier, there would be someone who would get all the
information but now flexibility reins such processes. With
real-time entry of information on an IT database, the per-
son negotiating a business deal can afford to be far
removed from the opposite party. "It helps the negotiator
focus on the negotiations," says Sonpal.

Stitch in time

Established in 2001, the company has overhauled its IT
system to meet the increasing business needs of Steve and
Barry's network. Around the end of 2003, the company
was a fledgling organization with 50 employees and a bare-
bone IT infrastructure. Beginning 2004, the company
began upgrading its applications by scaling up its systems
from few modules to a company wide ERP.

Perhaps 4004's most remarkable achievement is that
the entire application is developed in-house on ASP.net.
Much of the impetus for the development happened
because of a sizeable increase in organizational strength
from 50 employees to around 300 employees, which result-
ed in a slew of functions that never existed before.

Accompanying the increase in headcount was the
growth in the business: a rise in volumes of raw material




purchased and a corresponding increase in finished goods
volumes . Business volumes tripled. By the end of 2005,
the company was shipping 80 million pieces a year to Steve
and Barry’s.

To automate the process in order to restrict any further
increase in manpower, the company brought in ASP.net.
"It's unheard of to do something like this," says Sonpal
referring to the ERP deployment across the department
and credits the IT staff for their achievement.

4004 Inc.'s SCM solution is a complete end-to-end
solution. With the application running on a real-time
basis, all stakeholders can track every movement includ-
ing the production and shipping of the merchandise.

The company has been pushing fresh IT innovation
with an almost frenetic attitude. Vizak Badhniwalla, GM,
IT of 4004 Inc. gives an example of a recent initiative. Ear-
lier, a proforma purchase order was displayed on their web-
site for the supplier. Now, the actual order is posted up
directly, allowing it to be seamlessly integrated with the
company's accounts department, he says.

4004 Inc. has extended its SCM solution to the suppli-
er base as well, which has resulted in the improvement of
operational efficiencies. The solution basically updates
supplier information. If there is any new business devel-
opment, say, in the area of investments on infrastructure
or machinery for producing footwear, the vendor can
upload that information on his own.

"If tomorrow we want to source some product on a real-
time basis, we have thoroughly updated information on
all the available vendors across the country who could
make a good offer," says Sonpal.

Presently, the company has a 2MB link from US to India
through a VPN tunnel. There is an ordinary internet link
across the branch offices. However, they plan to scale up
this infrastructure. "We are very seriously thinking about
video conferencing, as it is something that is almost impos-
sible to avoid now," says Sonpal. The company is also
planning to spruce up its bandwidth to meet this impend-
ing data surge.

Future gear
Just like fashion changes with season, technologies get
outdated. 4004 Inc. seems to have factored that in its

growth strategy. The company, which already has a wire-
less LAN deployed at its nerve center in Mumbai, is plan-
ning the next move in the wireless world by equipping its
employees with PDAs and wireless technology for their
inspections.

Product quality is crucial to the procurement business.
At present, company inspectors have to travel all the way
to manufacturing facilities located in remote areas. There
is alot of paper work involved, which is required to be faxed
to the head office. This results in a lot of duplication of
operations. Moreover, with hundreds of inspections hap-
pening at different parts of the world, the resulting field-
work gets cumbersome.

The wireless move would save time. Sonpal explains
that once the shipment is inspected, there is just about an
hour or so to ship it. Faxing information necessarily means
an additional time lag. If the company has real-time infor-
mation, they could monitor and decide on a round-the-
clock basis. "It would give us lead time," says Sonpal.

RFID technology is another utility the company is seri-
ously evaluating. But like every other IT deployment at
4004 Ing, this would take off only when the economic ben-
efits are conclusive. Sonpal throws a possible scenario: get-
ting the real-time data on 50 million pieces of jeans
moving would provide instant visibility of goods across
remote production facilities so that the inventory
department can convert that data into real-time replen-
ishments orders. "It is something that we are looking at,"
says Sonpal.

Sonpal is well aware that retail giants like WalMart have
already specified a cut-off date by which RFID tagging
would be mandatory for its suppliers. When asked whether
this would influence his decision on RFID technology, he
points out the difference:

Steve and Barry is just a 30-store chain compared to
WalMart's 4,000 stores. The difference in volumes makes
the comparison unattractive. However, Sonpal confirms

| that, "over the next six months or year, we are committed

to a thorough evaluation of RFID."

Moreover, Sonpal bets that whenever the evaluation
_takes off, it would be a thorough one. The evaluation
~ process will include talks with steam ship and freight for-

warding lines as well.

After figuring out the vessel sailing schedules of each
vessel, the company would try and work with its agencies
to build a real-time track and trace system, whereby they
could track the position of containers.

With advance knowledge and more reliable informa-
tion on the position of the goods, the next transport link
could be planned with less uncertainty.

One thing appears to be certain: 4004 Inc's critical eval-
uation of technologies and relentless scouring to explore
new business benefits will remain unflagging as it steers
ahead.

aditya_kelekar@jasubhai.com
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City workers take a break

Mahape: 4004 |[ncorporated India, global procurement firm, recently
arganised a fun-filled evening for around 250 factary warkers at Mahape,
Mavi Mumbai. Aimed at de-stressing the workers and making therm feel
special, there were events planned that included a mimicry act, a health
talk, a yoga session and gift & dinner distribution. Texpaort syndicate located
at Mhape was one such factory, whose employees attended the event and
took a hrealk from their stress.



20 July 2006

We have grown from a 2 people company to 500+ with offices in Mumbai, China & Pakistan
Publication: Textile Excellence, Edition: Mumbai, Journalist: D Dutta, Page No: 22 & 24, Location: Full Page

Mr. Avi Sonpal, M.D, 4004 Incorporated in an exclusive conversation with Mr. D. Dutta, Analyst,
Textile Excellence about the company's growth, operation, vendor comliance, tariff and host of other
issues.

We have grown from a 2 people company
to 500+ with offices in Mumbai, China &
Pakistan

Can you give a brief description and nature of operations "4004 Incorporated" carries worldwide and in India?

4004 Incorporated India is a global procurement hub and a strategic affiliate for Steve and Barry's university sportswear brand. 4004 Incorporated
is responsible for all procuring all sellable (t-shirts, jeans, shorts, khakis, etc..) and non-sellable {metallic, plastic & wooden fixtures; stationary;
store fittings, etc..) merchandise for the retail chain in the US. The company currently procures from 25 countries around the world, and is set to
increase this base by 30% by December 2006.

The nature of operations for 4004 Inc include Vendors Development, Research & Relations:

4004 Inc identifies vendors across the globe for business opportunity, who will match our price and quality standards. We are an extremely vendor
friendly company and a lot of vendors have been with us since we started our operations here in India. We currently work with close to 25 vendors in
different countries

Design: The design team in Mumbai supports the design team in the US.

Merchandising & Sourcing: Negotiating prices and providing specs for the merchandise



Quality Assurance: All quality assurance checks are done in Mumbai. We have a team of close to 60 people dedicated to one of our most
important responsibilities

Logistics: To ensure all merchandise is shipped to the US in the right manner at the right time.

Support Functions: 4004 Incorporated also has teams who's responsibilities include Information Technology, Human Resources & Accounting &
Finance. We company has an in-house IT Team of 60 who have recently created our own proprietary SCM software.

What are the future plans for "Steve and Barry University Sportswear"?
Steve and Barry's is growing at an impressive rate. The company plans to be a 300 store chain by the end of 2007 from the current count of 120
stores. The future plans aim to evolve our retail chain into a chain of complete department stores.

What kind of growth has the company experienced since its inception?

4004 Incorporated India and Steve and Barry's have seen approximately fin - 80 % growth year on year since 2001.

» We started our operations in September 2001 with 2 people and currently stand at 500+ employee strength across our head-office in Mumbai,
and our network sourcing offices in our sourcing hubs like China & Pakistan.

» Our global buying capacities have increased by 60-80% year on year, where in 2004 we sourced 2mil-lion pieces from India which grew to procure
20miilion pcs in 2005.

» In 2001 SnB had close to 7-8 stores and, since the opening of 4004 Incorporated in 2001, the company is expected to be a 300 store retail
chain by December 2007.

What is the volume or value of garments the company supplies annually? What is the future demand you foresee?

Since 4004 inc India is a privately held company we do not reveal any figures. However, we procure close to 20 million pieces annually from India
alone. With stores almost doubling in the U.S. every year, 4004 Incorporated translates this growth into increased buying capacities. In addition to
sourcing & procuring 50 -70% more of the categories we currently source (apparel, accessories, footwear and non-sellable items), we plan on
increasing our procurement portfolio by adding on 8 new categories including winter wear, sunglasses and electronic items within the next 12
months.

What are the criteria and compatibility issues while selecting vendors and suppliers?
Vendors are selected based on the following parameters:

» Price

* Quality

» Factory Standards (machines)

» Compliance Standards

What has been your logistic and procurement strategy model? Can you explain your concept of "Tariff Engineering"?

4004 Incorporated employ a large team of Vendor Development and Research specialists who are our radars wrt TDAs pertaining to the United
States.

Tariff Engineering (TE) is a scientific term used to master various tariff & duty arrangements between countries. Exclusive inter-country trade agreements
are identified, after which our Vendor Development teams travel to the respective countries where the United States has signed a free or a low duty
agreement for imports. An example of this could be the Central America Free Trade Agreement (CAFTA), where certain merchandise can be shipped into the
US without any import duties. By taking TE into account before product development takes place, companies can realize significant cost savings. This
is exactly the art that Steve & Barry's has mastered with great success.



Interestingly, the secret of being able to sell cheap is the ability of 4004 Incorporated to buy cheap from the global market, without compromising
on the quality standards. Considering nothing in a Steve & Barry's store is sold over USD 9.98, 4004 Incorporated faces on-going challenges to
source and procure merchandise at extremely competitive prices. In addition to TE, the company also works closely with vendors to coach
them on best practices learnt from other vendors from all parts of the world. For any given merchandise, a piece gets divided into smaller compo-
nents (eg. for a shirt, the components would be buttons, sleeves & colors, labels, etc.), and an indicative costing is arrived at. Providing a
vendor has trouble meeting our prices, we as a company introduce them to various suppliers from across the world for these components which
will help the manufacturer in meeting prices

What is the present product portfolio? Any plans to extend the same?

The current procurement portfolio of 4004 Incorporated includes knits and woven apparel, for clothing like jeans, jackets, cargos, shorts, t-shirts,
sweatshirts etc. In addition to these, the company is also responsible for sourcing footwear & accessories like bags, scarves and belts etc

In 2006, 4004 incorporated showed a substantial number of additions in their procurement portfolio moving from apparel into footwear and other
accessories. Over the next 2 years, the global procurement hub for one of the leading brands in the US, plans to add eight (8) new categories to
our procurement portfolio. Some of these include cold weather accessories, lifestyle products, electronic gadgets, decorative products,
cosmetics, watches and sunglasses.

Abridged Profile

Avi's vast experience spanning over a decade in the business of garments, textile and retail across the globe, underpins his position as the
Managing Director of 4004 Incorporated India, a global creative procurement hub and strategic affiliate of America's fastest growing retail chain,
Steve and Barry's University Sportswear.

Coming from a family of 'garmentos’, Avi is an innovative leader and an entrepreneur personified who understands the pulse of garment
manufacturing, textile & international trade. After returning from New York, where he went to pursue his degree at the world renowned
Fashion Institute of Technology, Avi took charge of the reins at 4004 Inc India. Since then, this visionary has led the transformation of 4004
Incorporated from a one man office in Mumbai to a 500 people strong multinational powerhouse, providing Global Sourcing & Retail Solutions to
the retail chain giant in the US. Avi has achieved significant success in building 4004 Incorporated from a vision to an actual reality in just 4.5yrs.
Under the able leadership of Avi, 4004 Incorporated India office in Mumbai stands today as a Nerve Center for the Procurement Solutions &
Strategy Operations for Steve & Barry's U.S.A. The company operates several offices worldwide including India, Pakistan and China, to support
procurement and Supply Chain activities. He envisions India as the next global destination for creative procurement and with 4004 Incorporated
having ignited a spark of retail revolution in the country, he thinks the day is not far away.

Contact Details: Avi Sonpal Managing Director 4004 Incorporated - India Volkart Building, Opp: Voltas House, Plot No. 194, J. N. Heridia Marg,
Ballard Estate, Mumbai 400 001. Voice: (0091) 22 5654 6979 Fax: (0091) 22 5634 9469 avi@steveandbarrys.com
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4004 Inc draws
up growth
plans

Arushi Sen
Mumbai, Aug. 2

4004 Incorporated, the com-
pany responsible for procuring
all of American retail chain Steve
and Barry’s sellable and non-sell-
able merchandise, has drawn up
ambitious growth plans.

At present, the Mumbai-head-
quartered company procures
from 25 countries around the
world and aims to increase this
base by 30 per cent by December
2006. In addition to the Mumbai
office, the company has an office
in China and Jordan and is look-
ing to set up seven more by the
end of the year.

Thailand, Egypt and Bangla-
desh are some of the countries it
is looking at.

“The India base was set up in
2001 and the growth has been
over a hundred per cent every
year.

“There are now about 140
Steve and Barry stores in the US.
As they are growing, we need to
expand to meet their procure-
ment needs,” said Ms Khyati
Bhinde, Marketing Manager.

The procurement portfolio of
4004 Inc includes knits and
woven apparel for clothing like
jeans, jackets, t-shirts etc., as
well as footwear and accessories
like bags, scarves and belts.

“We are able to source the
products for 50 per cent lower
than others. Steve and Barry had
a100 per cent growth plan.

“One thing led to another and -
we kept growing,” said Mr Avi
Sonpal, Managing Director,
4004 Incorporated. “We started
procuring their non-sellable
items as well. They use air-con-
ditioners, flooring, furniture etc.
and we procure all of this for
them.

“Our skill is that we procure
products at a very low cost. We
invest about 10 per cent into
R&D,” said Mr Sonpal.

'TARIFF ENGINEERING'

The company is able to keep up
with Steve and Barry’s price
strategy by sourcing merchan-
dise at rock bottom prices
through what they call tariff en-
gineering. “We have an intensive
team that studies tariff structur-
es all over the world. Where the
duties are more, where they are
less etc. We have a strategy for
cutting costs,” said Mr Sonpal.
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trade sensation

Avirat Sonpal brings out the

in the Indian retail scenario

T'h]s innaovation u:nu]d range from hrmgmg
new products, designs, material, processes,
technologies, prices, usage, marketing and branding
slralepgies and many other things.

While these are the things that keep on playing in
the minds of many top management people in the
corparate circles, 4004 Incorporated, follows what well-
known American stockbroker Charles M Schwab had
professed. According te Mr Schwaly, "A man to carry on
a successful business must have imapination. He roust
see things as in a vision, a dream of the whole thing."

4004 Incorporated has done eeactly that, They have
imagined and defied the thumb rules of sourcing and
procurement, Continuously probing varous strategies
and options, the company has chalked out a very
unigque and successful story. A global
procuremnent hub and strategic
affiliate to a leading university

sportswear's brand in the US,
Steve and Barry's (S&B), 4004
I Incorporated has mastered the
. art of tariff engineering in order
tor cope with the exponential
growth of one of the fastest
prowing retail chains in the US,

Engineering a trend

- The history

Successful usinesses have

great success stories to present
to the world and sometimes they
are ot about battles that have been fought Tor yvears, Al
times, it's simple, creative, out of the box thinking that
makes winners cut of companies like Steve and Barry's
and qooq Incorporated.
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significance of tariff-engineering

4004 Incorporated has been in India for the past
five vears and has been procuring sellable and non-
sellable merchandise from around the globe for Steve
and Barry's, The former currently does 100 per cent
procurernent for Steve and Barry's in the sellable and
non-sellable catepories,

When Steve and Barry s fivst started out, their
strategy was to sell regular wear such as T-shirts, jeans,
jackets, hats and other items to the entive family for $1o
and below, This proved to be quite successful with the
redail chain alveady having over 130 stores in the US
itselt and plans to expand by 5o per cent in terms
of stores, Hoving maintained its low cost advantage
consistently for over 2o years since its inception
in 18y, the retailer has left retail experts and
cormpetitors baffled,

Interestingly, the secret of being able to sell
reasonable is the ability of 4004 Incorporated to buy
quality goods at the best possible prices, In order to
achicve this, the US based retailer charted its own
course leading to o new trend called extreme retailing,
which extends beyond products offerings, Tollowing
this principle, they survived on word-of-mouth publicity
and practiced tariff engineering, Steve and Barry's
pioneered the thought and 4ooy4 Incorporated perfected
the art, thereby making it their combined success story.

Beginnings of tariff engineering @
4004 incorporated India
Tarift enpineering, a philozophy embedded n the
cultare of the company is defined as the art of seurcing
and procuring merchandise through creative
mechanizms by fully understanding global trade
agreements (o enjoy a cost advantage by maintaining
ethical business practices and superior quality levels.
In saying the above, tariff engineering looks at a
creative, oul of the erdinary process in procuring



merchandise, A corpany could practice tariff
engineering through the lollowing:

&  Blend Composition: For cxample mixing more
cotton than polvester in a garment or fashioning a
garment to be waterprool to be able to take advantage of
more econarmical duty classifications. Let us take one
more exarmple. A man's nylon jacket coming from
China typically carries a duty of 28 per cent but 4004
Inc orders {in consultation with Steve and Barry's, US)
a design that has the fabric equipped with water-
resistant coating, reclassifiing the garment as rainwear
and dropping the duty to as little as four per cent.
That's worth a few million dollars, Se, finally 4o04 Inc
procures the product at a lower cost while the consumer
gets a betler product,

4 Engineering higher density products: Creatively
tweaking the composition of a product to reduce the
price while maintaining high quality and durability.

%  Large economies of scale: The company has
entered into various joint venture agreements and buy-
back arrangements with vendors where manufacturers
are assured an X amount of buys, enly condition being
that the buys could occur anytime within the 12 months
agreement terms. This allows 4004 Incorporated as a
company to take advantage of economies of scale
buying,

&  Booking commodity prices of crop: The campany
support vendors in booking crops (for example cotton)
on of-peak times to take-on cost advantages. Vendors
from their perspective willingly do so due to the assured
year round buys from 4004 Incorporated.

For merchandise like T-shirts and jeans {common
use casual merchandise) the company buys large
quantities from vendors in off-peak seasons to enjoy
cost advantages,

&  Free trade agreement understanding: For
instance, in order to encourage Israel-Jordan relations,
industrial parks are designed from where goods come
in duty-free. Surprisingly, at least 35 per cent of a
product's value comes fram the protected zone. So, for
a five dollar {wholesale) pair of shorts, $1.75 of its value
st come from the sewing, cutling and indigenous
compenents from Jordan and Israel; the rest of the
garment-fabric, buttons, zipper-can be shipped in from
cleewhere. Had those five-dollar shorts been made in
China instead of Jordan, they would have cost $6.40. In
2004, 4004 Ine procured 500,000 Jordanian shorts, a
cool savings of $700,000,

Low cost has always been the main element in
4004 Incorporated's scheme of things. What makes
them unique is this principle is not limited to clothes
and other preducts alone but also pervades across the
arganisation. Take a look at this. Not long ago the Steve
and Barry's headquarters in New York ran out of chairs
and required 300 of them, They could have purchased
expensive branded chairs had they spent around 5525

RETAIL nnovation

on each chair Instead 4004 Incorporated procured
Chinese-made chairs at $2.4 each thus saving brso.coo,

Indian retail scenario
There is no better example to prove this than the Indian
cansumer who to a large extent has always been PI"II:'f:.
sensitive, Retailers have a great opportunity to reach out
to the Bgo million strong consurmers who are below 45
years of age and its organised retail growing at over 30
percent per year, India has all the ingredients to make it
a booming fashion and lifestyle market. Accordingly to
a recent study conducted by IMAGES-KSA Technopak
on the Indian apparel market, it is valued a1 Rs 88,000
crore and the growth rate was 13.G per cent in 2005,
Future projections for organised retail look
promising with growing number of malls coming up in
varipus parts of the country bringing huge investments
along with thern. In fact AT Kearney lists India among
the emerging markets for glebal retailers to enter.
Though Steve and Barry's currently operates in the
U5, the day may not be far when the retail giant,
powered by the tariff engineering skills of 4o04
Incorporated, could plan to make its presence felt
through the growing retail scenario in India, which is
estimated to have over 375 large shopping malls and
10,000 plus other new outlets by 2007.

It's all about vision

Cost is always difficult to contrel and the retail chain
has been doing it pretty successfully and consistently
over the vears triggering a new phase in the global retail
and supply chain management market. It was indeed a
courageous and strategic decision but sticking to it
amidst heavy odds required greater courage, vision,
belief and conviction. 4004 Incorporated is certainly the
living example of Peter Drucker's classic business
management words, &

The aquihor is M0, 4004 Incorporated Ingdio, He can be contacted
ot avi@steveandbamys, com
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'ﬁ'a bird's eye view account of the
current developments in the retail
segment in India, Avirat Sonpaltaks .
about the two main players in the sector o
and the strategies MNCs should use
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1 recent times, one segment that
has made a considerable
amount of noise in Indian
modla is retail and not without
any reason. A couple of years hack AT
Kearney identified Indla as the
igpeond most attractive retall destinae
ton" from aoiong 30 emergling
markets. With a contribution of 14 per
gent o the GDP and emploving 7 per
‘the total worklorce or 4.2 erord
n the country (only agriculture
employs Mok, the retail indusiry 1s
_definitely one of the pillars of the
geonomy. At the start of 2004, the
overall Indian retail market Wwas
pogeed at USD 162 billion and by 2HE
ﬂwaaa&limatadlnhnllsu-:l:l:.ﬂhlllinn
and expected bo grow At arabe of 30 per
cont over the naxt five years.
Interestingly, of the over TS0 200
billion market only USD 7.7 hilllon
(approximately 5.8 per cant) has been
from organised retail while the rest is
from the unorganised sector. However,
with the kind of boom that Indian
potall is witnessing now, organised
ulailisuttnlntmnelhmnmhutlnn
lumluﬂperﬂntlnthnmmlugwnrﬂ.
pe, avound TSI 24 billlon. Whils the
geonomy  and disposable  Income
gituation have bean major factors in
changing the retail seena, there is also
Bma.jurhs‘pahamgl:ruatad.

Indian retail players

s | While there has
heen conslderable
armounk of
material written
ahout the retail
industry, only twa
players in  my
opinion have been
In the lioelight,
Klshnnﬂi:mnt,mmmmlm:ﬂmup

jearlior Pantaloon Rotail [ndin Lid)
and Mukesh Ambani, CMD, Reliance
Tndusiries.

Blyani's  sira-
togy o The
Fiiure Group is o
diversify, test and

build. While he
has the st
mover's  advan-
tage i the

dfferent sub-sectors of retall, lachk of
specinlised expertise could be Bivank's
handizap. On the other hand, Ambani’s
siratogy 1s to have a fonl-proof bloe
print for well-planned growth and tons
af invesiment. The way 1 look at it, the
Indlan market has an CROIMOUS
poteniinl for retalling. Apart from
these two, there ape other talanted
players in the market lke Globus,
Tront and Shoppers' Stop (with its now
o lakh sq.0 mall space) wha T belleve
have legitimate, sound and sustalnable
growth plans.

There are arcas that need Atien-
tion. Hike the real Indian market thid
lies outside urban areas. The players
who can reach ont to this untapped B0
per cent of the market will thrive and
lead to the exponential prowih of the
Irdinn reiadl market.

FDT in retail
With India having its own culture in
Lurm:mt‘hullef&.llhﬂaand.n&ds.mﬁﬂs
nood to work harder to sell their
products  here. Customisation of
producis nnd maodification of steate-
glos are ey for MECs to succeed in
[ndin. To understand the Indian
market better, MNCs need ta hire local
mtalluuruseithﬂ'harhir‘muur[hrling
joint ventures,
ﬂpaningunul‘l:‘l)linlnd.tainﬁlnﬂl:

hranded rotaillng means that we are
working towards putting nursalves on
the retalling world map, Wal-Mart is
peady to take a huge plo However; |
boliove bt will be a while belore W open
up Ak an economy 10 all kinds of
international  retailing (multipke
branded retailing; speclalty rotalling
Bost Buy, Footlocker Sunglass Hut,
Staples, Olice Depot and Toys K Us 1o
s a fow

Though the Indian econsmy is
eorrently witnessing a niajor transfion -
mation in retail, Thelieve that the Ty
preated by media is an oxaggeration.
Though Indin has great potential, It
has a long way 1o go hefore it reaches 4
standard of that of the western warld,
Wwe are likely tosee developments such
as Indian retailers expanding and
jnvesting more with various MKC
single branded retailers irickling it
ihe market. In sync with the rapid
growth of retail, and varlous job
oppaorionities created,  specialised
courses in retailing and its sub-
nnlﬂmﬂauureenwrghm.

geporal Indian refail players are
expected to attain a critical mass as
growth in the industry  pleks up
momentom. This will be driven by two
main factors, Firsk availability of
guality real esiate and mall manage-
ment pmrtlmi.aml.mcund,mnwnmr
preference it ghopplng In  Hew
ervirons, However, it s Too oarly tosay
who will survive and who wion't. ey
being, who 15 mote focused and, at the
ond of the day, who has a winnlng out-
of-the-box business strategy in terms
of marketing, pricing ot
dmlnpmnlandhnninwanmnﬂule.

The author is MDD, 4004 Inc D, The
compeny is the supply chalk il procti
et feh for Steve & Berrys, 54 R
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wrvival
of the best

Avirat Sonpal gives a bird’s eye view
account of the current developments in
the retail segment in India

In recent times, one segment that has made
considerable amount of noise in the Indian media is
fetail, and not without any reason. A couple of years
back AT Kearney identified India as the "second most
attractive retail destination" from among 30 emergent
markets. With a contribution of 14 per cent to GDP and
employing seven per cent of the total workforce or 42
million {only agriculture employs more) in the country,
the retail industry is definitely one of the pillars of the
economy. Look at these figures. At the start of 2004, the
overall Indian retail market was pegged at US$ 162
billion and by 2005 it was estimated to be US$ 202.6
billion, and expected to grow at a rate of 30 per cent
over the next five years.

Interestingly, of the over US$ 200 billion market,
only USS$ 7.7 billion (approximately 3.8 per cent) has
been from organised retail, while the rest is from the

unorganised sector. However, with the kind of boom
that Indian retail is witnessing now, organised retail is
set to increase its contribution to 20-22 per cent in the
coming years, that is, around US$ 24 billion. While the
economy and disposable income scenario have been
major factors in changing the retail scene, I also feel
that a major hype is being created. i

Indian retail players

While there has been a considerable amount of
material written about the retail industry, only two
players in my opinion have been in the limelight:
Kishore Biyani, MD, Pantaloon and Mukesh Ambani,
CMD, Reliance Industries.

Biyani's strategy for Pantaloons is to diversify, test
and build. While he has the first mover's advantage in
the different sub-sectors of retail, lack of specialised
expertise could be Biyani's handicap. On the other
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hand, Ambani's strategy is to have a foolproof blueprint
for well-planned growth, and tonnes of investment. The
way | look at it, the Indian market has an enormous
potential for retailing. Apart from these two, there are
other talented players in the market like Globus, Trent
and Shoppers’ Stop (with the new 100,000 sq ft mall
space), who I believe have legitimate, sound and
sustainable growth plans. There are areas that need
attention, like the real Indian market that lies outside

i
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urban areas. In my opinion, the player who can
reach out to this 8o per cent of the untapped market
will thrive the exponential growth of the Indian
retail market.

FDI in retail

With India having its own culture in terms of beliefs,
likes and dislikes and needs, MNCs need to work
harder to sell their products here. Customisation of
products and modification of strategies are the keys for
MNCs to succeed in India. To understand the Indian
market better, MNCs need to hire local retail gurus
either by hiring or forging JVs.

Opening up of FDI in India in single-branded
retailing means that we are working towards putting
ourselves on the retailing world map. Wal-Mart is ready
to take a huge pie. However, I believe it will be a while
before we open up as an economy to all kinds of
international retailing (multiple branded retailing;
speciality retailing — Best Buy, Footlocker, Sunglass Hut,
Staples, Office Depot and Toys R Us, to name a few).

Though the Indian economy is currently witnessing
a major transformation in retail, I believe that the hype
created by media is one that is over-exaggerated.
Though India has a great potential, it's a long way to
go before it reaches a standard of that of the western
world. I see developments such as Indian retailers
expanding and investing more with various MNC
single-branded retailers trickling into the market. In
sync with the rapid growth of retail and various job
opportunities created, specialised courses in retailing its
sub-categories are emerging.

Several Indian retail players are expected to attain a
critical mass as growth in the industry picks up
momentum. This will be driven by two key factors.
Firstly, availability of quality real estate and mall
management practices and secondly, consumer
preference for shopping in new environs.

However, it is too early to say who will survive and
who won't. The key being, who is more focused and at
the end of the day, who has a winning out-of:the-box
business strategy in terms of marketing, pricing,
product development and business module, &

The author is MD, 4004 Incorporated India. He can be contacted
at avi@steveandbarrys.com
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Steve & B
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On the radar are

- Bombay Rayon,
Texport Syndicate
and Kaytee Corp

Madhumita Mookerji
Kolkata

4004 Ineorporated India, the
global procurement hub amnd
strategic affiliate of US re-
tail chain Steve & Barry's
University Sportswear, is
looking to sign strategic ap-

panies - Bombay Rayon, Tex-
port Syndicate and Kaytee

While Bombay Rayon has
a strong presence in fashion
fabrics and garments and ex-
ports to major brands in the
US and Europe, Kaytee Corp
i5 said to be one of India’s
largest knit garments manu-

+ Facturers. Texport also hasa

sizeable presence among the
top five garment mamiafac-
furers in the country
Steve and Barry's Univer-
sity Sportswear, a lifestyle
store chain in the US, retails
apparals, footwear and ac-
cessories. It sources around
20 million units, mainly ap-
parels, annually from India,
which comprizes around
25% of its needs. The chain
will shortly start retailing
cosmetics and sunglasses in
the LS,
Consequently, a sizeable

dors in India, with 90% of

ApEhdinaloineuenies | i

chunk of these will now be
soureed from India Other

new product categories that
- will be sourced out of the

country are footwear, home
furnishings, plastic products
and furniture.

Speaking to DNA Muney,
Avirat Sonpal, managing di-
rector, 4004 Incorporated In-
dia, said: “We expect the In-
dia operations to register a
40%  year-on-vear prowth
with a focus on joint ven-
tures and buybacks.” In fact,
there are about 25-odd ven-

soUrces at 30% lower rates
due to economies of scale,
"“We have a research team
that also scouts for new joint
ventures, The JVs come.
for review every.
months,” added Sonpa
4004 In{:apr !

rinti
manpower in India. It is also
lIooking to hire 200-odd peo-
ple warthﬂnmm;rem'_s

Retail spin

4004 Inc India is the global
procurement hub and
strategic affiliate of US
retail chain Steve & Barry's
University Sportswear
Steve and Barry's University
Sportswear retails apparels,
footwear and accessories

It sources around 20 million
units, mainly apparels,
annually from India




THE NEXT BIG STEP

Mu.mhal, Monday, October 2, 2006 _

Declsmn making is: aboul takmg responsnblhtv

‘reacting to repercussions and may be even receiving flak.
- Kavita Krishnamurthy Madlyal asks professionals

~ how Importan callEiEs

ight from choosing the mode of transpert, to the kind of food we eat, we all stakeholdsr and make it clear to people about it. He says, “When vou ma.ke a
‘have to make decisions, Sometimes we mull over the matter, at other times we  proposal you must certainly look at data and the stakeholders perspective.”
ust go ahead and take a call. Decisions form the most important aspect of our In Goodlass Nerolac, decisions on all corporate strategy issues are taken by the
lives, And that's the same case with managers, “That's what he is being paid for," Ma.rlagemm_f Committee (MC). For example, the sensitive subject of compensation
says Raghu Raman, CEO, Mahindra Special Services Group. “Decision making is  is initiated by HR but is discussed and deliberated upon by the MC mermbers and
not about deciding what is right and wrong. For a manager or leader, the challenge & collective decision is taken, The firm also has a Business Analyst Team
is choosing between a right and a right decision,” he adds. What is right can bea  (BAT) which has senior managers as its members and who are given cross-
function of time. What is righ{nuw, may notbeso three years hence. functional assignments with a view to develop their leadership skills.

For Avirat Sonpal, managing director, 4004 Incorporated, India, decision making  Dikhale foels that the best way to work in teams is to sell one's ideas and
is one of the biggest skills that a manager should have, “Managers have to decide  influence others so as to get the buy-in from all team members, “Although,
within time constraints he explains. “Evervthing depends on the decision a initially, the decision maker may not get the entire credit for the ultimate
manager takes and how fast can he handle the repercussions of hisdecision, if any”  decision, he/she will, in the longrun, be recognised as a collaborator and

So decision making is the core function of a manager that separates him from  a key contributor,” he explains, “Tf one s focused on the end-
any other worker. According to Raman, there are three categories of deeision  result, rather than self-projection, success is guaranteed.”
making —Decision on the basis of facts, data and records, on the basis of gut call Theremay also be times when a manager takes a
and decisions based on commitment and clarity. “In fact based decisions, the decision which turns bad overaperiod of time.
TAnagers are | satharmg information and take decisions based on this. Butit'sa  How good or bad does it play upon his
compromise on time,” he says. The second type is about taking a decision onthe- image? “I don’t think it will be that
spotbasedonagutcall. negative,” says Sonpal. “It may cause

In the third type, there is war between commitment and clarity If youmakea  a bit of normal office gossip, but 1
commitment, then there is obvious clarity in the decision making. “But if a think indecisiveness is the
manager lacks clarity can he meet a commitment?” is a question he asks. bigger problem and a

Sometimes a takes a decision alone, at other times he discusses with manager should not cover
his subordinates or with his seniors, What does a manager do when his itup,” he adds.
thought on a decision differs from that of his subordinates or his
superiors? Should he go ahead with what his seniors suggest
despite disagreement? Should he take acall and decide what he
deems fit disregarding the difficulties of his subordinates? -
“He should take into consideration his subordinates’ point
of view and as far as his seniors are concerned, he must
make his point clear,” asserts Naresh S Sahani, MD, BMG
India, “Many times there are preconceived notions while
making decisions. In such a circumstanee, one needs facts
ordata,” he adds.

There are various types of decisions like strategic,
operational, transactional etc. A manager should ideally
look at various aspects whilst taking a decision—
technical, commercial, financial, HR  related,
environmental, * ‘One must take into account the impact of
the decision, as this will decide the urgency of decision
making,” elaborates Shrikant Dikhale, vice president, Human
Resources, Goodlass Nerolac Paints Limited. “Managers who take
reasonably quick decisions based on proper evaluation will always have :
an edge over those who take an unduly long time.” “The most dangerous partin
declsion making is about not taking what they think is the decision and waiting
for an ideal decision,” smiles Raman.

So how do managers take an intelligent decision without making their seniors
and peers feel threatened? “I don’t think there wanywayto take a decision and keep h
e . averyone happy “Its situational,”

always,” says Sonpal. asserts Raman. “A
“Andt 's why therre mana.ger must take the

& [S10]

shmzld be the one  what he has " Sahani
responsible for his  believesthat onemqsf!aam
decision and not the from his experience. “A
others. A manager r
- should tell his responsibility He must
subordinates that he flak and as long as he q{' %
will ‘do things in a repeatthemistaksonedogsnutﬁaw il
particular way as he to worry” he says. “I think |
isresponsible forit.”  making skills are the expe

Sahani  believes
that one must always
take a decision based
on the larger
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Beyond boundaries

he 30-year-old, Avirat Sonpal is the MD of 4004 Incorpo-

rated India, a global creative procurement hub and strate-
gic affiliate of America’s fastest growing retail chain, Steve and
Barry’s University Sportswear. Sonpal studied at the Fashion
Institute of Technology, NY and comes from a family of
garment exporters, so he understood the business of garment
manufacturing, textile and international trade.

Sonpal says, “To compete in new age global markets,
garment retail companies need to constantly increase efficiency and reach beyond
corporate boundaries. Products need to be delivered worldwide to consumers, and
the same need to be sourced in unfinished, semi-finished and finished stages from the
world over.”

Their strategy is to identify small manufacturing units in different parts of the world
and develop them with productivity enhancement measures to increase productivity
and standards but maintain lower prices.

Sonpal led the transformation of 4004 Inc. from a one-man office in Mumbai to a
500-people strong multinational company, providing global sourcing and retail
solutions to the retail chain giant in the US. Their Indian office stands today as a
nerve centre for procurement solutions and strategy operations for Steve &
Barry’s, USA.

The company operates several offices worldwide including India, Pakistan and
China, to support procurement and supply chain activities. He envisions India as the
next global destination for creatwe procurement and outsourcing.
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The infusion of technology in
business has changed how the
modern enterprise functions. With
growing pressure to deliver in
the high-stakes, high-risk
marketplace, most
organisations use some or
the other form of

enterprise software that
helps them work faster,
reduce costs and be more
competitive. Good ‘technology
architecture’ is also essential for
any organisation that wanis to
limber up and streamline processes,
according to experts. “Nobody today
says ‘I don’t want an ERP’. The real
question they're asking is ‘Can |
handle one?’,” says Anirudh
Prabhakaran,

€00, 3i Infotech.

Wiich have several products, complex schedules and spread
operations can tremendously benefit by implementation of
ERP" affirns Naresh Raisinghani, CEQ of -Breakthrough
Management Group (BMG).

An ERP can also be customised to handle different tasks
and different industries. From processing invoices and filing
reports to prescribing routine medication and managing the
‘quipment during a stage show, it can bring in high ‘task
maturity’ in the organisation. 4004 incorporated, for
example, has developed a proprietary ERP solution
_with the help of an in-house development team.
@ Avirat Sonpal, Managing Director, 4004
incorporated says that this has ‘eradicated several
overlapping processes and put all departmental
communication, both internal and extemal, on a
commeon platform’.

ERPs constitue a fast-growing segment of industry and
are implemented across the board and not just in profit-
driven business corporations. “Today, several

need to implement IT solutions, including non-business
enbyprises. Some examples are customised Healthcare IT
soltions being implemented in hospitals such as Apollo and
Wyckhardt. NGOs such as CRY have also implemented
Cistomised ERP solutions,” Raisinghani says.

- How Flexible/ Affordable?

if yours is a small or medium sized organisation,
you would typically have to invest around Rs. 8-
10 lakhs in a good ERP. This includes license,
implementation, server and other costs. Itis up
to the organisation's management and IT
department to conduct careful research into the
package and how it will work for them,
customisation required and how the
organisation will take care of recuming costs
incurred on updating, training, troubleshooting
and integration costs (with subsequent software
additions). Additionally, it is extremely important
to. have experienced and skilled staff at the
controls.

nterprise technology comes in many forms,

but you have two broad cholces: go with

individual software to handle different tasks
(e.g. one each for human resources,
manufacturing, processing orders, receipts and
payments, etc.)...or go for an Enterprise Resource
Planning (ERP) solution that combines multiple
functions in a flexible package.

T 5 An ERP that deli hundred percent is unheard of and
ERPs Everywhere Choosing the right ERP i i e ecsborn s sy st oot
Fundamentally, enterprise resource software works by creating 2 CAIl SAVE yOou headaches ki gp?;?:wmmi t;g?mﬂ?&ﬂs ol omech
large database of information that users can draw from and Butt o I i
contribute to. For example, an employee files a leave application on and hElp your for Sl'let? mﬂ mﬁﬁﬁkﬁg"&s&hﬂ;ﬂ?ﬁ: ‘mﬁnm

the company intranet portal. The application is automatically sent to
the concerned bosses for approval, then checked against the
individual’s attendance record - and then sanctioned or rejected. But
twenty years ago, all this would really have sapped HR's time.
Organisations today use ERPs to bring various departments (e.g.

require less time on installation and configuration.

organisation handle ™"
The Great E-nabler

more tasks efficiently.

via i A -l 3 3 A i i e ions,
adrinitration, payroll inventry, fc) onfo the same platorm. his i Nikhil Menon tells oo ORI ETE teings Kook ncire e Jme
[because any ERP has a number of embedded business functions that h make obs redundant? *Not necessarily,” says Prabhakaran. “But it
can be simultaneously run throughout the enterprise, “Organisations you now also deiaencs on what the organisation s using the ERP for Routine

tasks might be eliminated, but look at the bright side — it helps
increase the efficiency of existing employees. This ensures that you
won't have to keep adding staff as you go along.”

If implemented properly, ERP can reduce cycle times, reduce
inventory, improve resource utilisation, improve customer response,
utilise information effectively and in turn ‘improve  profitability

ly:

The Indian market is seeing a lot of ERP activity at present, with
Public Sector Units being seen as the next big market, according to
vendors. But in the long run, the future of ERPs will be determined by
how many niche areas they manage to penetrate successfully and
how well they address organisational needs.



essential that the employes’s goals are aligned with

In tnday’s:ti:ﬁes When competition 13 at its peal, it's
those of the firm's. To measure and keep this in checle,

firms are Jdncorporating Organisational Effectiveness

(0E). “0OE is when every employee within a company 1s
aware o the company’s long and short-term goals and
feels that his u’rdiﬂdual job function is posztbne];.'
impacting the same,™ ‘explains Avirat Sonpal, managing
director, 4004 Incorperated India. For Nabanita Phulkan,

head, HR, Red Hat India, OFE is the abﬂltytoma:mnise :

results in the campent:w external environment,
“Maximising results is nothing but meeting customer
expectations,” she says, “It is the ability to serve
CUStoMers succeasfu]l} and tackle competition.” For
Manu Srinivasan, senior MANAZET, Human Resources,
Nous Info systems, Bangalore, OF is an indicator of how
well or optimally the organization’s resources ave utilised
to achieve the firm's ub]ect:wes. “It helps track plan,
forecast and strategise,” he'says.

According to Venkatesh Bao, CEO of Travel Port India,
OF is very important for an organisation. “An arganisation
functions because of its people,” he says. “If the firm is

effective, there are better growth oppertunities for its

employees. They get a feeling of security and a sense of
belongmg and this brings out the best in them,” he
explajns. OE smﬂﬂmmghpetformanae organisations and
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- helps employees. “Itleads. to increased productivity, faster
== declsion making and less Internal conflict,” feels Phutkan.
= “DE helps in developing a strategic and culturel

framework to  integrate vision, strategic goals,
pet{ormance measures, guiding principles  and
eompa‘tencies leading to self-motivated employens,” she
says. Sonpal believes that without aligning emplovec
ﬂ:mtionsanﬁ erowth with the company’s goals, OE cannot
be reached. “This could result in alienating employees
professicnally and personally. This may develop a lacking-
sense-ofachievement for the employees and it influences
theﬂrm s success,” he explama

How does OE help increase performance? “An
assessment of organisational strengths and weaknesses,
allows  decision makers to focus on  areas of
improvements;” says Srinivasan, “It allows crganisations
o measure and track progress, and improve the line-of-
sight between people processes and ::-rganmttoml goals,”
headds. JFor Senpal, OF brings in structure in a systematic
manner, “Because of O, every employee knows precisely
what he/ she is expected to do, and s also aware of how it
is projected to impact the growth of the organisation,”

_heassem\.

And how dc ccmpanles measure OB? “At Nous, OF is
measured by a continuous and

dymamic tracking of the goals and

objectives that are drilled down to

the function and business units,"

says Srinivasan. “Coupled with

this analysis, periodic customer

and emplcryw feedback drives also

help understand = and  track

performance and progress towards

achieving the orgamsanon s phjectives.””

Red hat aims at creating a culture which

also includes a lot of fun activities. “Fun activities

act as asiress buster in the hectic work schedules,” says
Phukan. “Our goal is to convert each engagement to
a long term relationship with our customers— :
both internally and externally” In 4004 =
Incorparated, the firm adopts a'Key Result o
Area’ (KRA) approach to employee 4
effectiveness. “Here, every employee

is assipned a setnumber of

tasks that align with the =

company's goals, These £

KRAsare revisited onagquarterly and halfyearly basis
to ensure proper execution, to identlfy roadblocks or
hindrances if they exist,” elaborates Sonpal. In Travel Port
India, an HR manager interacts with the employees to help
{hem do the job better: “And once in a menth the employees
are piven answersheets and ave asked to write what they
feel about the company” says Rao. In this way, the
management gets to know what the employees think
and feel.

Many firms also concentrate on being internally or
externally effective, "External effectiveness is perceived by
business and finanelal success, value driven business
practices, in-depth domain expertise, establishment of a
brand identity and contributions to the society at large,”
savs Srinivasan. Phukan believes that a sense of
commitment and ownership to continuously deliver high
standards of’ performance would transform all short term
engagements to life-time relationships. “"Customers should
register the experiences as ‘memories to be cherished’,”
she adds. “For being internally effective, an organisation
st create an environment that can motivate and groom
talent, as well 15 engage employees effectively to contributo
to the achievement of business goals,” eluclidates
Srinivasan. “This requires robust HR policies and

Il is Important fer a firm to be effective | temally andJexTemaﬂv
Kavita Krishnamurthy Madival talks to professionals in the field to” <
find out how and why they measure the effectiveness of their employees

processes that align the efforts of people townards the goals,
as woll as supports them in the guest for excellence,”
Phukan feels that efforts for self development would
ensure meeting expected results and would also build an
appetite for doing things better

“an effective orpanisation is one in which every
employee is happy” says Rao, "There should be no fear in
the organisation and everyone should be confident to talk
to his senior and volee his opinfon.” he signs off.

Methods wsed by firms to measure OE

o Balanced score card,

o The Goals and Objectives method

Customer, stake holdes, and employee feedback surveys
Evaluating the sultability of processes and practices
Fyaluation of communication and pattems of decision making
Beil Cunves systems

Evaluation of an employee’s performance

Re-inforcing long-term vision through intamal

communication tools
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