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Preface

As per CLSA, the size of Indian Private MBA market is worth US$ 731 million & is
expected to reach US$ 1463 million by 2012. According to Cygnus estimates, the demand for
MBAs in the year 2006-07 was 310,000, whereas the supply was 165,000. The demand
increased by 6.45% to 330,000 in 2007-08, while the supply increased to a minuscule
175,900. The cumulative short supply during the period, 2006-08, reached about 299,100.
Although there may be slight decline in the demand in 2008-09, it is expected to rebound
from 2011-12 onwards. The cumulative demand for MBAs during the period, 2008-12, is
expected to be about 1,340,000, but the potential number of MBA pass outs during this
period is expected to be about 740,000, i.e., a gap of 600,000 MBAs is expected to build up
in 4 years time. To tide over this short supply, there is an immediate need for more than 1,500

new business schools in the country.

The Pre-feasibility Report on Business School is prepared taking into account the immense
potential for business schools offering post graduate level management education in the
country. This report is structured into five chapters consisting of Education System in India,
Higher Education in India, Overview of Management Education in India, Project Concept &
Details and Conclusion. The report provides an overview of Indian higher education &
management education, demand & supply scenario, industry structure and growth drivers. It
also gives insight into the procedure for setting up a business school, guide to getting
investors, procedure for getting bank loan, capital outlay, profitability, payback period,
internal rate of return and other project-related analysis. Financial model of the project in MS
Excel format is also provided along with the report. Potential buyers may customise the

calculations in this user-friendly model and check the viability of their projects.

The report will be useful to business people or entrepreneurs planning to set up business
schools, banks offering loan services to business schools, interested foreign investors,

overseas business schools, and independent management and financial consultants.

No. of Pages: 110, No. of Annexure: 23, No of Tables: 37, No of Figures: 11

© Cygnus Business Consulting & Research Pvt Ltd 2009 3



Pre-feasibility Report on Business School

CONTENTS

EX@CUNIVE SUMIMIAIY ....coeeeeeeiiiiiiiiiiiiiieiieeeeeeeeseecccesesscssssssssssssssseseseseseessesssssessssannns 9
HIGhIIGRES ...ttt eree e s e snnr e e s e s s s ssnnee e e s e sssssnnnnaees 10
1. ProjecCt CONCEPT ... errccrcrrrrerrrrrreeeeeeee e e e e e e e e e e e e e e s s s s s s s s nnnn 11
2. Education System in INdiQ........couuueeeeeeiiiiiiiieeeccccceeeeeeeeeeeeerr e eee e e e e eeeees 12
3. Higher Education in INdiQ............cooimiiiiccercccceee e eeeeeeeeae e 15
4. Overview of Management Education in India............ccccooiiiiiiiiriiiiiiiiinnnnnnns 18
4.1 Structure of Management SChOOIS.........cccreurrercrinicerece ettt sses e seanes 18
4.2 Demand & SUPPIY SCENAIMIO .....ccurieciriricireeietecneecretc ettt sttt s s 20
4.3 Ranking of BUSINESS SChOOIS ...ttt seaees 22
4.4 TOP BUSINESS SChOOIS ......eeieiieceeeecintc ettt sttt st aes 24
4.4.1 1M -ARmMadabad ........ooeiiiiiiiiii e 25
4.4.2 1IM —BanGalOre ......c..eeiiuiiieiieiiee ettt ettt ettt 29
4.4.3 Indian SChool of BUSINESSES .........eeiuiiiiiiiiiiieeiie ettt e 30
4.4.4 1M —KOIKALA......oeiiiiiiiiiiiiiiieeeiiec e 31
4.4.5 XLRI- JamMShEdPUE .....cooiiiiiiiiiiiie ettt ettt et e 32
4.4.6 1IM —LUCKNOW ..ttt sttt et e 34
4.4.7 IBS- Hyderabad ..........ccocuieiiiiiiiiieeiieeee ettt et e 35
4.4.8 Management Development Institute- GUIrgaon.........ccccceeeveveeenieeriieenieeeneeenae 36
4.4.9 Institute of Management Technology- Ghaziabad .............ccccoiiiiiiiiiiiiiii, 37
4.4.10 SP Jain Institute of Management..........cceeeriuieeriiieriiieerieeeiee et ee e 38

4.5 Major Management EQUCation HUDS ... eesene 39
4.6 GrOWEN DIFIVELS ...ttt st es st s s s s senens 40
4.7 Regulatory frameWOrK ...ttt seeseese e aseseacanes 41
5. Project Concept & Detdils........coooo e 43
5.1 Steps Involved in Setting up a Business SChoOoL........c.coocerivieinineenencererecineeceeeeeeeaenne 43
5.2 TeChNICal ASPECLES......coiriuerecucirieuciriseeertseeaeeseeie sttt se sttt sststassststac s s setasasssansacs 44
5.2.1 LOCALION .....utiiiiieeiiie ettt eetee ettt e et e et e e et e et eeetbeessbeeennbeeensneasnseeenreas 44
5.2.2 Land ReQUIrEMENT ....c..eviiiiiiiiiiieiieciieeee et 45
5.2.3 Construction Planning ..........cccueeeiiiiiieriiiieeeiiieeeeiieeeesieeeeesreeeeesareeeeseraeeenes 46
5.2.4 Equipment & Utility Planning .............cooviiiiiiiiiiieiniiiie et eeieee e 47

© Cygnus Business Consulting & Research Pvt Ltd 2009 4



Pre-feasibility Report on Business School

5.2.5 Project Implementation Schedule ..............cccooiiiiiiiiiiiiiiniieeee e 47
5.2.6 Permissions & Clearances Required ..........cccocuvieeriiieeiniiieeeniiiee e eieee e 48

5.3 Human Resource Planning..........ccernceininecinineeseseeistseeisteesetseesststaesststsesessenssssssassacs 49
5.4 Marketing & Promotional Planning..........ccccceveveurnereunenineinineeneneceseseeeseseesseseseseesesesseeaesnens 50
5.5 Branding...ccucu ettt ettt sttt ettt st sttt 51
5.6 FEE STIUCTUIE ...ttt ettt ettt sttt sttt st sstneacs 52
5.7 SEAIChING INVESTOIS ..ottt sttt sttt sttt sttt sttt st ssaeaes 53
5.8 Mobilising Bank LO@N .......c.c.cceceuriieirinieintneeniseeisis ettt ettt st eassstsese st seassstsacs 55
5.9 Critical SUCCESS FACTOIS c...cuuiuiuiiieiriicirteeceiree sttt sttt sttt st 58
5.10 Issues and ChallEnges ...ttt ssesessesese st sesesscssessssssssesans 59
5.1 1 SUZEESTEA SLIrAtEZIES .....cevucvreurcuicienciciecieieeestet ettt s et se s sse s sesaesesaces 60
5.12 FINaNCial ESTIMALES ......ccovuruiiiririceieieceiste ettt estee et et ss s st sas st stssss st stsassntenans 6l
50120 Project COSt. i ittt ettt e st e e e e e 61
5.12.2 Sources of FUNd........cccuuiiiiiiiiieiiiiieeeee ettt e s e irae e 63
5.12.3 Disbursement, Moratorium Period & Repayment Schedule ...........cccccocueennenne. 64
5.12.4 REVENUE SErEAM ....uviiiiiiiiiiiiiiiee e ettt e e e e ettt e e e e e e st ee e e e e esanaaaeeeeeesnnnns 64

5. 12.5 EXPENAItUIE...cciiiiiiieeiiiiie ettt e e ettt e e st e e e s satae e e s abbeeesnnsaaeeenes 66
5.12.6 Revenue & Profitability Projection ............ccoceeveerieriieenieniieniecniceieceeneeeeee 68
5.12.7 Working Capital ReEQUIremMENT ............uuviiiiiiiiiiiiiiiiiiiiiiiieeieeeeee e 70
5.12.8 Break Even Point & Internal rate of RetUrn..........ccceeeevriieeeniiieeeniiieeeeiieeeens 71
5.12.9 Ratio ANQlYSIS ...cc.viiiiiieiiieeiiee ettt ettt et 72
5.12.10 Sensitivity ANAlYSiS ......vevieririeeieiiiieeeiteeeesiteeeeit e e et e e e see e e e e e e e s saraeeenes 73

LY @ o] 5 Ted {173 o o PR 74
2883 Lo | 111 11 o3-SR 75
7.1 Private Spending on Education on INdia...........ccccecrevcnenincunenincrnicincrnicineeecreeseieseessenenaes 75
7.2 Market Size & GIrOWLH ...ttt ettt sttt et 76
Annexure- 1: BiblIOgraphy ... e s e e e s e e s 77
ANNEeXUre- 2: ProJecCt CoOSt ... ..ot e e e e e e s e e e s s e s s s 78
Annexure- 3: Project FINANCING .....ccccccovviiiiiiiniiiiiiiiiiiecnccceccnecceccneees 79
Annexure- 4: Fund Requirement during Construction Period............................ 80
Annexure- 5: Details of Cost........cccovviiiiiiiiiiiiiiiii 81
Annexure- 6: Manpower PIanNing ..........oeeeeeiiiiiiiiiicceertrcrcceeeeeeeeeeeeeeeennaees 83

© Cygnus Business Consulting & Research Pvt Ltd 2009 5



Pre-feasibility Report on Business School

Annexure- 7: Statement of Depreciation............iiiiiiiiiiiic, 84
Annexure- 8: Term Loan Disbursement & Repayment ..........ccoooiiiiiiiiiiiiiiiinnnnne 85
Annexure- 9: Student Intake ...t 87
Annexure- 10: ManPoOWeEr COSt ... iiiiccccceeerrrceererrrrree e e e e e e e e e e eeeenaaa s 88
Annexure- 11: Expenses Schedule............eeeiiiiiiiiiiiiiiiiiiiiiinieeieeeeeeeeseessssnnnes 89
Annexure- 12: Working Capital Requirement ............ccoovovviiiiiiiniinieeeeceeneccnnnnne 1
Annexure- 13: Profit & Loss ACCOUNt ..........cceiiiiiiiiiiiiiiniicineccneeceeec e 92
Annexure - 14: Projected Balance Sheet ... 94
Annexure- 15: Cash Flow Statement............cccoovviiiiiiiiniiniininiiiiniiciieeccne 96
Annexure- 16: Efficiency & Risk related Ratios...........cuuueeeeeeieiiiiiiniiiinnnneeennnenne. 97
Annexure- 17: DSCR in BAS@ CASE........ccvvvuiiiiiiiiiiiiiineccneteeneece e 98
Annexure- 18: DSCR N SCeNAIO | ........covviiiiiiiiiiiiiiiiiiniiiinietcnsceecesceeesenene 99
Annexure- 19: DSCR N SCenario Il ........ccccoviiiiiiiiiiiiiiiinieeenieeeeecceeceseseeeneens 100
Annexure- 20: DSCR N Scenario ] .........ccccceiriiiiiriiiiiiniieennieeeeceeeeeeseeeneens 101
Annexure- 21: Breakeven ANAIYSIS .......ccccvueeeeeeieeiiieeeeeeenecsnreeeeeeessssssneeeeeessssnns 102
Annexure- 22: Internal Rate of return...........cccooiiiiiiiiiiiiienicnee 104
Annexure- 23: Ranking of B-schools on different factors..................ccccceenee. 105
Annexure- 24: List of PE & VC COMPANIES.......cceeeeiiiiiiiiiiiiiiiiiiiieiiiccccieenessnnnnnns 106

© Cygnus Business Consulting & Research Pvt Ltd 2009 6



Pre-feasibility Report on Business School

LIST OF TABLES

Table 2.1: Literacy Rate

Table 3.1: Number of Universities

Table 3.2: Enrolment at Various Levels of Education (2005-06)
Table 4.1: Ranking of Business Schools in India

Table 4.2: Top 20 Business Schools in India

Table 4.3: Indian Institute of Management- Ahmadabad
Table 4.4: Indian Institute of Management- Bangalore
Table 4.5: Indian School Of Business- Hyderabad

Table 4.6: Indian Institute of Management- Kolkata

Table 4.7: Xavier Labour Relations Institute- Jamshedpur
Table 4.8: Indian Institute of Management- Lucknow
Table 4.9: ICFAI Business School- Hyderabad

Table 4.10: Management Development Institute- Gurgaon
Table 4.11: Institute of Management Technology (IMT), Ghaziabad
Table 4.12: SP Jain Institute of Management and Research
Table 4.13: Authorities and Their Mandates

Table 5.1: Locational Advantages

Table 5.2: Civil Construction

Table 5.3: Requirement of Utility

Table 5.4: Permissions & Clearances

Table 5.5: Schedule of Manpower Requirement

Table 5.6: Fees Structure

Table 5.7: Cost of the Project

Table 5.8: Financing Pattern

Table 5.9: Tentative Loan Disbursement Schedule

Table 5.10: Student Strength

Table 5.11: Total Fees Revenue

Table 5.12: Estimated Manpower & Salary Structure
Table 5.13: Estimated Other Cost

Table 5.14: Revenue & Profitability Projection

Table 5.15: Level of Capacity Utilisation

Table 5.16: Working Capital Calculation

Table 5.17: Break-Even Point

Table 5.18: Ratio Analysis

Table 5.19: DSCR in Different Scenarios

Table 7.1: Private spending on education in India

Table 7.2: Market Size & Growth

© Cygnus Business Consulting & Research Pvt Ltd 2009



Pre-feasibility Report on Business School

LIST OF FIGURES

Figure 2.1: India has Largest Base of Population Below 20 Years of Age (2007)
Figure 2.2: India’s Large Base of School Going Population by 2025

Figure 3.1: Enrolment of Students in Various Courses (2005-06)

Figure 3.2: Growth of Institutions and Enrolment of Students (FY02-FY06)
Figure 4.1: Structure of Management Education

Figure 4.2: Growth in Demand for CAT

Figure 4.3: Demand for MBA/ PGDBA

Figure 4.4: Segmentation of Management School

Figure 4.5: Distribution of Seats in management colleges

Figure 4.6: Major Business School Hubs in the Country (October 2008)

Figure 5.1: Project Execution Schedule

© Cygnus Business Consulting & Research Pvt Ltd 2009



