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Chapter 1 - Introduction to Strategic Management

Part | : Descriptive Questions
Concept of Strategy

Q1. Strategy is partly proactive and partly reactive. Discuss.

(RTP, May 2018, NA) (SA, Nov 2018, 5 marks) (MTP1, Nov 2019, 5 marks) (RTP, Nov 2020, NA) (MTP1, May 2021, 5 marks)
(ICAI Study Material)
OR

"A business organization cannot always plan all their strategies in advance and often need to blend planned strategies with
reactive strategies." Do you agree with the statement? Give reasons.

(MTP2, May 2022, 5 marks) (RTP, May 2023, NA)

!t is true that strategies are partly proactive and partly reactive. A business organization cannot always plan all their strategies
in advance and often need to blend planned strategies with reactive strategies.

In proactive strategy, organizations will analyze possible environmental scenarios and create strategic framework after
proper planning and set procedures and work on these strategies in a predetermined manner.

However, in reality no company can forecast both internal and external environments exactly. Everything cannot be planned
in advance. It is not possible to anticipate moves of rival firms, consumer behaviour, evolving technologies and so on.

shtoaiedd sl bl e AL :
There can be significant deviations between what was visualized and what actually happens.

Strategies need to be attuned or modified in the light of possible environmental changes. There can be significant or major
strategic changes when the environment demands.

Reactive strategy is triggered by the changes in the environment and provides ways and means to cope with the negative
factors or take advantage of emerging opportunities.

Q2. Yummy Foods and Tasty Foods are successfully competing in the business of ready to eat snacks in Patna. Yummy has been
pioneer in introducing innovative products. These products will give them good sale. However, Tasty Foods will introduce
similar products in reaction to the products introduced by the Yummy Foods taking away the advantage gained by the former.

Discuss the strategic approach of the two companies. Which is superior? .
(RTP, Nov 2018, NA) (MTP1, Nov 2021, 5 Marks) (MTP2, May 2023, 5 Marks) (ICAl Study Material)

Yummy foods is proactive in its approach. On the other hand Tasty Food is reactive.

Proactive strategy is planned strategy whereas reactive strategy is adaptive reaction to changing circumstances.

A company’s strategy is typically a blend of proactive actions on the part of managers to improve the company’s market
position and financial performance and reactions to unanticipated developments and fresh market conditions.

If organisational resources permit, it is better to be proactive rather than reactive. Being proactive in aspects such as
introducing new products will give you advantage in the mind of customers.

Crafting strategy combines proactive plans with adaptations to changing circumstances. This aspect can be accomplished by
Yummy Foods.

Q3. Kamal Sweets Corner, a very popular sweets shop in Ranchi, was facing tough competition from branded stores of packaged

sweets and imported goods. The owners realised that their business reduced by 50% in the last six months, and this created a
stressful business environment for them. To find a solution, they consulted a business consultant to help them develop a
strategy to fight competition and sustain their century old family business. The business consultant advised them to innovate
a new snack for the public and market it as a traditional snack of the region. The owners liked the idea and developed a new

snack called Dahi Samosa, which very quickly became popular amongst the public and it helped regain the lost business of
Kamal Sweets Corner.
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> management was used by the business consultant to help the owners of
Coner. Which ens could it be?

Also, was this strategy Reactive or Proactive? According to you who are more

3 @ competitive advantage via product which helped Kamal Sweets Corner regain

/ e This one o major importance cum advantage of strategic management, that it helps to develop
' core competencies 20 competitive advantages to overcome competition.

"
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frotome wag 2 ) Yherei /| i i
This strategy was a Reaf:t‘we str?tegy Wherein, the owners saw their business fall to 50% of revenue and then sought a
stretegic ad They did not plan proactively as to when the new shops were already opening. They reacted only when the
S o tn lnce
business O E€ Up

eneficial to develop strategies proactively, so that the dip in businesses is small and manageable, and
nanagement has ample time to fix it.

.
-

€ Foods are successfully competing chain of restaurants in India. ALBELA' s are known for their

has resulted in good revenues. On the other hand, JustBE is slow in responding to environmental
ch z of Covid-19 pandemic and the ensuring strict lockdown had an adverse impact on both the
companies. Rezlizing its severity and future conseguences. ALBELA, foods immediately chalked out its post lockdown
stretegss, which include initiatives like:

(<) Introducing online food delivery app
Sesing the positive buzz around these measures taken by ALBELA Food, JustBE Foods also thinks to introduce these

(i) I2entify the strategic approach taken by ‘ALBELA’ Foods and ‘JustBE' Foods.
(i) Discuss these strategic- approach. '
(i) Which strategic approach is better and why? Ly =

(SA, July 2021, 5 marks) ' ;

(i) "ALBELX foods is proactive in its approach. On the other hand, ‘JustBE’ foods is reactive in its approach.

(.

e Prozctive stretegy is planned strategy. While continuing with the previously initiated business approaches that are
viorzing well, the newly launchéd managerial ‘initiatives aim to strengthen the company's overall position and
performance’ These are outcomes of management's analysis and strateqic thinking about the company's situation

and its conclusions about the po?ﬁioning of the company in the Mﬂgge. If done well, it helps the company to
effectively compete for buyer patronage. ' ’

* Reactive strategy is an adaptive reaction to changing circumstances. It is not always possible for a company to fully
anticipate or plan for changes in the market. There is also a need to adapt strategy as new learnings emerge about
which pieces of strategy are working well and which arent. By itself also, the management may hit upon new ideas
for improving the current strategy. -

(iii) In reference to the given case, proactive strategy seems to be better because ALBELA foods had been able to utilise
avzilzble opportunities, reduce adverse impact, enhance the demand for product and is also able to avail the first mover
zdvantage. ' ‘

Strategic Management

as. Define Strategic Management.
(RTP, May 2018, NA)

The term ‘strategic management’ refers to the managerial process of develo

. ~< . .
' - ping a strategic vision, setting objectives, crafting
a strategy, implementing and evaluating the strategy, and initiating correctiv

e adjustmeénts where deemed appropriate.
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strategic planners nced 10 be engaged, efforts zre made for anzlysis of erternzl 27 drternal enironeErs, derss

strategies and properly implement, These can be really costly for orgznisations with fimited resouress cErlCEy wees
small and medium organisation create strategies 1o compete,

s Uncetainty: In a competitive scenario, where all organisations are trying 1o move stztegicaly, 2 '« Ao 1o Thzzry
estimate the competitive responses to the strategies,

Q7. Eriefly explain the importance of strategic management,
(MTP1, May 2018, 5 marks) (RTP, Nov 2018, NA) (MTP2, Nov 2018, 5 marks)
OR
[ *Each organization must huild its competitive advantage keeping in mind the business warfare. Tris czn bz sore oy foliowrn
the process of strategic management”, Considering its statement, explain major benefits of slralegic management
(SA, Dec 2021, 5 Marks) (RTP, Nov 2022, NA)

»
Y,

OR
What benefits accrue by following a strategic approach 1o managing?
(RTP, Nov 2018, NA) (MTP1, Nov 2020, 5 Marks) (RTP, May 2023, NA)
OR

Strategle management helps an organization to work through changes in environment to gain competitive advertage. Inlig
of statement discuss Its benefits,

(RTP, Nov 2019, NA) (MTP2, Nov 2021, § Marks)
: OR -
What s Strategic Management? What benefits accrue by following a strategic approach to managing?

S —— - SE— 13
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The term 'strategic mar , tine ohjectives, crafting
) mgement’ 1ofers 1o e ) e iglo vision, a6trid

“manngennl process of developing a strateg e appropriate

astrateqgy, Implementing and evalunting te BHB1egy, and Initiating cofmective ndjustments viiers oo

Ihe overall objective of SHBTEQIC MANAgement 16 twe ol
i ) ' : "
s Tocieate competitive advantage RO hat the company ean outperform the cormpetiton in ordar 1o have dominance
over the market
. To y1he ¢
gulde the company succonsfully hiongh all changes In the environment
‘p"" . ' . ' ) | > P aIness
,\‘,,\:,: )”« Management % very Important for the nurvival and growth of husiness otganizations in dynarme, husiness
C \
nment. Other major benofite of stiateqic managament nie nn follovs. lons
acilitatas the organications

e It helps y
t 1elp s organizations to be more proactive rather than renctive In dealing vith its future, It f 2 Therefore, the:
0 work within vagaries of environment nid temning adaptablo vith the turbulence or uncertain future, Therefore, Tey

(v
are able to control their own destiny in a better way,
o I s ; ks

* It provides better guidance 1o entire organization on tha cruclal point - lemt itis trying to dd plso provides It 'm“,/: :W
for all major business decisions of an enterprise such o decislon on businesses, products, markets, organization
structures, ete, ‘

* It facilitates to prepare the organization to face the future and act as pathfinder to various business opportunities,
Organizations are able 1o identify the available epportunities and identify ways and means as hovi 10 reach them,

* It serves as a corporate defence mechanism against mistakes and pitfalls, It helps organizations [0 avoid costly
mistakes in product market choices or Investments,

e Over a period of time, strategic management helps organizations to evolve certain core competencies and competitive

advantages that assist in the fight for survival and growth,

Q8.

Is strategic management a bundle of tricks and magic? Elucidate the statement.
(MTP2, May 2018, 5 marks)

Strategic management is not a bundle of tricks and magic. The term strategic management refers to the managerial process
of forming a strategic vision, setting objectives, crafting a strategy, iniplementing and executing the strategy, and then over a
period of time initiating whatever corrective adjustments in the vision, objectives, strategy, and execution are deemed

appropriate.

Strategic Management is a deliberate managerial process that involves systematic and analytical thinking. It involves
systematic and analytical thinking and action. Although, the success or failure of a strategy is dependent on several

extraneous factors, it cannot be stated that a strategy is a trick or magic.

Formation of strategy requires careful planning and requires strong conceptual, analytical, and visionary skills.

Q9.

Ramesh Sharma has fifteen stores selling consumer durables in Delhi Region. Four of these stores were opened in last three
years. He believes in managing strategically and enjoyed significant sales of refrigerator, televisions, washing machines, air
conditioners and like till four years back. With shift to the purchases to online stores, the sales of his stores came down to

about seventy per cent in last four years.
Analyse the position of Ramesh Sharma in light of limitations of strategic management.

(RTP, Nov 2019, NA) (RTP, Nov 2020, NA) (ICAI Study Material)

Ramesh Sharma is facing declining sales on account of large scale shift of customers to online stores. While he is using the
tools of strategic management, they cannot counter all hindrances and always achieve success. There are limitations

attached to strategic management as follows: -
Environment under which strategies are made is highly complex and turbulent. Entry of online stores, a new kind of

[ ]
competitor brought a different dimension to selling consumer durables. Online stores with their size power could control

the market and offer stiff competition to traditional stores.

e Another limitation of strategic management is that it is difficult to predict how things will shape-up in future. Ramesh
Sharma, although managing strategically failed to see how online stores will impact the_sales.

Although, strategic management is a time-consuming process, he should continue to manage strategically. The

challenging times require more efforts on his part.

1.4

Neeraj Arora | www.edu91.0rq



Question Bank - chapter 1 complled by Neera] Arora and TEAM
B S ——— . s R “ -~ -

s 1o find out preferences of the

Strategic management is costly. Ramesh .Sharma may consider engaging expert
tomized offerings may be

customers and attune his strategies to better serve them in a customized manner. Such cus
difficult to match by the online stores.

The stores owned by Ramesh Sharma are much smaller than online stores
online stores will be moving strategically.

It is very difficult for him to visualize how

Q10. | Falguni, CFO of Warships Advertisement Agency, stated that strategic management helps the organisation to develop certain

core competencies and competitive advantages that facilitate management in the tutbulent environment. Do you agree, if yos,
then what and how does it facilitate in?
(RTR, Nov 2023, NA)

N
Yes, strategic management plays a crucial role in an organization's suryival and growth, particularly in a turbylent
environment. It provides the framework for developing and leveraging core competencies and competitive advantages that
enable the organization to not only withstand challenges but also seize opportunities for expansion and success.

Survival: In a turbulent environment characterized by rapid changes, uncertainties, and challenges, strategic
management helps an organization adapt and respond effectively. By developing core competencies and competitive
advantages, an organization becomes better equipped to navigate unexpected disruptions and stay relevant in the

market.

Growth: Strategic management goes beyond survival. It enables an organization to identify opportunities, innovate, and
create value for its customers. By leveraging core competencies and competitive advantages, the organization can

capture market share, expand its offerings, and achieve sustained growth.

Strategic Intent (Vision, Mission, Goals, Objgctivés & Values)

Q11. | Define strategic intent. Briefly explain the 'elerr{ent.s of strategic'intent.

"(RTP, May 2018, NA)
OR .
What are the elements in strategic intent of organisation? : -
(RTP, May 2019, NA) (RTP, May 2020, NA)
OR

*sfrategic intent provides the framework within which the firm would adopt a predetermined direction and would operate to
achieve strategic objectives.” In the light of this statement, discuss the elements of strategic intent.

(SA, Nov 2022, 5 Marks)

Strategic Management is defined as a dWocess of formulation, implementation, evaluation, and control of strategies
—_— e | S——
purposes for what organization strives for. Top

to realise the organization's strategic intent. Strategic intent refers to
management must define "what they want to do”and "why they want to do”. “Why they want to do” represents strategic intent
of the firm_Clarity in strategic intent is extremely important for the\future succesg andjgrowthlof the enterprise, irrespective of

its nature and size.
— . e

Strategic intent can be understood as thel philosophical base’of strategic management. It implies thé purposes, Which an
deavours to achieve. It is a statement that provides a perspective of the means, which will lead the

organization @ ‘ . will
organization, reach its vision in the long run. Strategic intent gives an idea of what the organization desires to attainin future.

Strategic intent provides the framework within which the firm would adopt a predetermined directiol\ and wou!d o.perate to
achieve strategic objectives. Strategic intent could be’in the form of visicm:arfd’rﬁ's‘s'iments for the organisation at the
corporate level. It could be expressed as the business definition and business model at the business level of the organisation.
o - ol < - . ) .

Strategic intent is generally stated in broad terms but when stated:in precise terms it is an expression of aim§ to be achieved

operationally i.e., goals and objectives.

wants to land. It

Elements of Strategic Intent:
ein future. Every

(i) Vision: Vision implies the blueprint of the company’s fut

depicts the organisation’s aspirations and provides a glimps

sub system of the organizationis required to follow its vision.

t describes where the organisation

ure position. |
p ke to be

e of what the organization would li
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| the purpose of the
apabllities,

(i) Mission: Mission delmeates the firm's business its goals and ways to teach the goals I m‘pf:;::“l
existence of the firm in the sociely 1tis dosigned 1o help potential shateholders and mw---.‘lnv'z nut":q' ;Ilf’ I"'mm" (
Company. A mission statement helps 1o identify, wha business the company undertakes It ugfin
activities, customer focus and role in society,

Wzation attempta to

g, that the orga [hene

! ahment of goals
owever, in practice no

(ifi) Goals and objectives: These are the base of measurement Goals are the end redult il
) v o
achieve. On the other hand, objectives are time based measurable targets, which help in the ac '” Y
il Wi
are the end results which are to be attamed with the help of an overall plan, over the partit ular pe

distinction is made between aoals and objectives and hoth terma are used interchangeably

aation but the goala and

. 'l ) N y organl
The vision, mission, business definition, and business model explain the philosophy of the 0rq
/

objectives represent the results to be achieved in multiple areas of business
yna and actiong

' jon's decisic it
(iv) Values/ Value System: Values are the deep-rooted principles which guide an organisat bho compromised, either for
over "

Collins and Porras succinetly define core values as being inherent and sacrosanct; they can ne foundors —Howlot! Packard’s

: : : s s
convenience or short-term economic gain. Values often reflect the values of the company be maintained at all costs,
celebrated "HP Way" is an example. They are the source of a company's distinctiveness and must be m«

Distinguish between Vision and Missicﬁ}\

(RTR, May 2018, NA)
] OR

/

s
=
r

. N .y - T el
istinguish between vision statement and mission statemelll.
TP2, May 2018, 5§ Marks) (MTP1, Nov 2018, 5 Marks)

s T - . It defines the
A Mission statement tells you the fundamental@urppse‘of the organization. It concentrates on the R';efe\‘/“tic':n stafertent
customer and the critical processes. It informs you of the desired level of performance. On the othcr l_mn.( ,a “l-: rov?d;° clc;ar
outlines what the organization Jvants to_be. It concentrates on the future. It is a source of inspiration. It p

decision -making criteria.

A mission statement can resemble a vision statemen
people. Following are the major differences between vision and mission:

1. The vision describes d future direction)while the mission serves as bngoing intent.]

2. The vision statement can galvanize the people to achieve defined objectives, even'if they are stretch objectives, provided

the vision is §pecific, mieasurabte, achievable! rélevant-and time bound. A mission statement provides a path to realize
the vision in line with ts values. These statements have a direct bearing on the bottom line and success of the

organization.
3. A vision statement defines the Rurpose or broader goal for being in existence or in the business and can remain the
same for decades if crafted well while a mission statement is more specific in terms of both the future state and the

time frame. Mission describes what will be achieved if the organization is successful.

tin a few companies, but that can be a grave mistake. It can confuse

Q13. | Write a short note on Essentials of a strategic vision.

(RTP, Nov 2018, NA)
OR

What is strategic vision? Describe the essentials of strategic vision.
(SA, Nov 2020, 5 Marks)

A strategic vision is a roadmap of a company’s future - providing specifics about technology and customer focus, the
geographic and product markets to be pursued, the capabilities it plans to develop, and the kind of company that
management is trying to create. It helps the company to answer the question “where we are to go” and provides a convincing

rationale for why this makes good business sense for the company.

Essentials of a strategic vision:
The entrepreneurial challenge in developing a strategic vision s to think creatively about how to Prepare a company
or

the future.
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Forming a strategic vision is an exercise in intelligent entrepreneurship.
A well-articulated strategic vision creates enthusiasm among the members of the organisation
The best-worded vision statement clearly illuminates the direction in which organization is headed.

Q14.

-
)

‘Objectives’ and ‘Goals’ provide meaning and sense of direction to organizational endeavour. Explain.

(RTP, Nov 2018, NA) 5

AR ; Jo .
Business organization translates their vision and mission intq objectives. Ofs]gcrﬁves are open-ended attributes that denote

the future states or outcomes. Goals are close ended attributes which are precise and expressed in specific terms. Thus, the

“goals are more specific and translate to bhjdctives {o short t&rin perdpective.
All organizations have objectives. The pursuit of objectives is an unending process such that organizations sustain
themselves. They provide meaning and sense of direction to organizational endeavour. Organizational structure and activities
are designed and resources are allocated around the objectives to facilitate their achievement. They also act as benchmarks
for guiding organizational activity and for evaluating how the organization is performing.

Q15.

What are the characteristics which must be possess by objectives, to be meaningful to serve the intended role?

(SA, May 2019, 5 Marks)
OR

What are 'objectives’? What characteristics must it possess to be meaningful?
(RTP, May 2021, NA) (RTP, May 2022, NA) (MTP2, May 2023, 5 Marks)

Objectives are organizations performance targets — the results and outcomes it wants to achieve. They function as yardstick
for tracking an organization’s performance and progress.

Objectives with strategic focus relate to butcomes that strengthen an organization’s overall business position and competitive
vitality. Objectives, to be meaningful to serve the intended role, must possess the following characteristics:

e Objectives should define the organization's relationship with its environment. Loty

e Objectives should be facilitative towards achievement of mission and purpose. C("Qfﬁ})" SRl
o Objectives should provide the basis for strategic decision-making. HickL VD

e Objectives should provide standards for performance appraisal. Vpeta (/

e Objectives should be understandable. socdpt Sam@epl - —

e Objectives should be concrete and specific. i lgphe belont Kaqe

e Objectives should be related to a time frame. () agf- e sett

e Objectives should be measurable and controllable. rloécleﬂg;e,b\um 5

e Objectives should be E_[laljgggmg. Ardh o Feofpmlo

¢ Different objectives should correlate with each other. el drinic =S8 _

e Objectives should be set within constraints. SN o(cmirc\ i ~elona hosi

Q1e.

Mr Raj has been hired as a CEO by XYZ Itd a FMCG company that has diversified into affordable cosmetics. The company
intends to launch Feelgood brand of cosmetics. XYZ wishes to enrich the lives of people with its products that are good for
skin and are produced in ecologically beneficial manner using herbal ingredients. Draft vision and mission statement that may

be formulated by Raj.
(RTP, Nov 2019, NA) (RTP, Nov 2020, NA) (ICAI Study Material)

Feelgood brand of cosmetics may have following vision and mission:

Vision: Vision implies the blueprint of the company’s future position. It describes where the organisation wants tc land. Mr
Raj should aim to position “Feelgood cosmetics” as India's beauty care company. It may have visiori to be India’ fargest beauty
care company that improves looks, give extraordinary feeling and bring happiness to people.

goals. It explains the reason for the existence

Mission; Mission delineates the firm's business, its goals and ways to reach the
he company.

of the firm in the society. It is designed to help potential shareholders and investors understand the purpose of t

Mr Raj may identify mission in the following lines:
e  To be in the business of cosmetics to enhance the lives of people, give them confidence to lead.

e Yo protect skin from harmful elements in environment gnd sun rays.

Neeraj Arora | www.edu91.orq
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Ihe following pointa must be considoerod while wiiting a good imlssion staterment of & cornpany:

(1) 1o establish the speclal kdentity of the businese « one that typleally distinct it from other similarly positioned companies.
(1) Good mission statements should be unlque o the organisation for which they are developed.
(iti) Needs which business tles 10 sallsly, customer groups It wishes (o targot and the tochnologles and compe
uses and the activites 1 perfonme,
(Iv) Technology, compotenclos and nctivitlos aro Important In defining a company’s l)uglngss because they indicate the
boundarles on itt operation, ‘
(v)  The misslon should not bo to make profit,

tencies it

Q18 | Mission statement of a company focuses on the quostion: ‘who we dre’ and ‘what we do', Explain briefly.
(MTP2, May 2021, 5 Marks) (MTP2, May 2022, 5 Marke) (RTP, May 2023, NA)

A company's mission statement ls typlcolly focused on It present business scope = “who we are and what we do”; mission
statements broadly describe an organizations present capabllitios, customer focus activities and business makeup. An
organisation's misslon states what customors It serves, whatinead It satlsfied and what type of product it offers. Itis an
expression of the growth ambition of the organisation. Ithelps organisation to set its own speclal identity, business emphasis
and path for development, Misslon amplifics what brings the organisation to this business or why it is there, what existence it
seeks and what purpose It seeks to achleve ag a business organigation,

In other words, the misslon serves as o Justification for the firm's very presence and existence; it legitimizes the firm's
presence, '

1

tesponsible slements within the organtzatlon, y that cost, time p %
1 € SO0 “ I,

019, | Explain briefly the key areas in which the strategie planner should concentrate his mind to achieve desired results.
(RTP, May 2021, NA) (RTP, Nov 2022, NA)

A strategic manager defines the strategic Intent of the organisation and take it on the path of achieving the organisational
objectives. There car: be a number of arcas that a strategic manager should concentrate on to achieve desired results. They
commonly establish long-term objectives In seven areas as follows:

o Profitability. [ e ac L PR

e  Productivity.

e Competitive Position.

» Employee Development.

e Employec Relatlons.
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e Technological Leadership.
e Public Responsibility.

Strate

gic levels in Organisation

Q20. | Define the role of corporate level managers. Abbua
(RTP, Nov 2018, NA)
Corporate-level managers participate in strategic decision making within the organization. The role of corporate-level
managers is to oversee the development of strategies for the whole organization. This role includes defining the mission and
goals of the organization, determining what businesses it should be in, allocating resources among the different businesses,
formulating and implementing strategies that span individual businesses, and providing leadership for the organization.
Q21. | Distinguish between the three levels of strategy formulation.
(MTP1, Nov 2018, 5 marks)
. OR
Explain the difference between three levels of strategy formulation.
(RTP, May 2020, NA) (MTP 1, May 2023, 5 Marks) (ICAI Study Material)
OR
Distinguish between the following: Corporate and business level.
(RTP, May 2019, NA)
A typical large organization is ;\ multidivisional organisation that competes in several different businesses. It has separate
self-contained divisions to manage each of these. There are three levels of strategy in management of business - carporate,
business, and functional. = S ——
The corporate level of management consists of the‘m and Gther top level executives) These individuals
occupy the @pex of decision_makingy within the .organization. The role of corporate-level managers is to oversee the
development of strategies for the whole organization. This role includes defining the mission and goals of the organization,
determining what businesses it should be in, allocating resources among the different businesses and so on rests at the
Corporate Level. ,
The development of ‘sirategies for individual businessareas is the responsibility of the[general managers)in these different
businesses or business level managers. A business unit is a self- contained division with its own functions - for example,
@ance, production, and marketing. The strategic role of business-level manager, head of the division, is to translate the
general statements of direction and igt_e;[\{_t_rla}__(?&”l@_,f_rom-,the,,corporate.,leve|,into>concrete strategies for individual
businesses.
Functional-level managers are responsible for the specific business functions or operations such as human resources,
purchasing, product development, customer service, and so on. Thus, a functional manager's sphere of responsibility is
generally confined to one organizational activity, whereas general managers oversee the operation of a whole company or
division. }
Q22. | List the different strategic levels in an organisation.
(SA, Nov 2018, 2 marks) .
There are three main strategic levels in an organisation:
e Corporate level - consisting of CEO, Board of Directors and other senior executives.
e Businesslevel - Divisional Managers and staff.
e Functional level - Functional Managers — Marketing, Finance, Production, Human Resource.
Q23. | Enumerate the task to be performed as a strategic manager of a company.

(MTP2, May 2019, 5 marks)

The primary tasks of the strategic manager is conceptualizing, designing and executing company strategies.
For this purpose, his tasks will include:
e Defining the mission and goals of the organization.
e Determining what businesses it should be in.
e Allocating resources among the different businesses. o
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o Formulating stioleqies
» Implementing stiategles

Peoviding leadership for the organization
) i ——— ectrical
— . : tate and el
. el 1 N CARAA e , e iture, real es
AGC Limited s in-a wide tange of businesses which inchide apparels, lifestyle products, fur?f as the HR Consqliawahi

products. The company is looking 1o hire a suitable Chief fyecutive Officer. Consider yourse e
imited: You have been assigned the task 1o enlist the activities involved with the role of the Chief Execu
Eliateqic level that this role belongs to and enlist the activities associated with it.

Marks)

(SA, Jan 2021, 5 marks) (MTP2, Nov 2022, 5 Marks) (ICAI Study Material) (MTP1, Nov 2023, 5

wecutives. These

The tole of Chief L cecutive Officer pertains 1o Corporate level ) e

TR . -leve
The corporate leval of management consists of the Chief Executive Officer (CEO) and other top
individuals occupy the apex of decision making within the organization.

The role of Chief Executive Officer is 10o:
1. oversee the development of strategies for the whole organization;
2. defining the mission and goals of the organization,

determining what businesses, it should be in;

4. allocating resources among the different businesses;

5. formulating, and implementing strategies that span individual businesses;

6. providing leadership for the organization; : i
ensuring that the corporate and business level strategies which company pursues are consistent W!
shareholders wealth; and’ .
managing the divestment and acquisition process.

W

th maximizing

y, was recently promoted to
ve always liked his way
he best of his capacity

Q25 [ Dharam Singh, the procurement department head of Cyclix, a mountain biking equipment compan
look after sales department along with procurement department. His seniors at the corporate le'vel ha
of leadership and are assures that he would ensure the implementation of policies and strategies tot
but have never involved him in decision making for the company. -
Do you think this is the right approach? Validate your answer with logical reasoning around management levels and decision

el

making. .
(RTP, May 2021, NA) (ICAI Study Material)

anagers provide most of the information that makes it possible for business and corporate level managers to

g ¢ and(aftainable strategies
This is so because functional managers like Dharam Singh are closer to the customer than the typical general manageris. A |

Functional &
functional manager may generate important ideas that subsequently may become major strategies for the company. Thus, it

is important for general managers to listen closely to the ideas of their functional managers and involve them in decision

making.

An equally great responsibility for managers at the operational level is strategy implementation: the execution of corporate

and business level plans, and if they are involved in formulation, the clarity of thoughts while implementation can benefit too.
-

Thus, the approach of Cyclix Corporate management i‘srnot rig!ﬁ. They should involve Dharam Singh, as well as other

functional managers too in strategic management. L A(

Q26. | Mr. Mehta sharing with his friend in an informal discussion that he has to move very cautiously in his organization as the
decisions taken by him has organisation wide impact and involves large commitments of resources. He also said that his
decisions decide the future of his organisation. Where will you place Mr. Mehta in the organizational hierarchy and explain his

role in the organization.
(RTP, Nov 2021, NA) .

Mr. Mehta works in an organization at top level. He participates in strategic decision making within the organization. The role

of corporate-level managers is to oversee the developmgqt of strateg.ies for t.he whole organization. This role includes

defining the mission and goals of the organization, determining what businesses it should be in, allocating resources among ‘
the different businesses, formulating and implementing strategies that span individual businesses, and providing leadership

for the organizatior.

Q27. | ABC Ltd. currently sells its product in two major markets - Europe and Asia. While it i§ amarket leader in Europe, ABC Ltd. hag
: struggled to penetrate the more competitive Asian market. ABC Ltd. _hnred a strategic consultant to analyze the situation and
submit his report to them. After the report received from the strategic consultant, it has therefore decided to pull out of Asia

1.10
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Ltd and explain the role of

arkets only. This decision relates to which lovel In ABC

e e SR A -

on its turopean m
| in the organization

entirely and focus
managers at this leve
(RTP, May 2022, NA)

markets and industrios that the organization chooses to operate in, as well as other
decisions that affect the organization as o Whole. The role of rnummtv»luvnl managera is to oversoe the &é?folo}mﬁr;t‘ of
strategies for the whole organization his role includes defining the mission and goals of the organization, determining what
businesses it should be in, allocating resources amonq the different hu::lnw;nv,-{, formulating and implementing strategies
that span individual businesses, and providing leadership (o the organization,

e

2]

Q2

"Management at all levels develop strategles”. Explain the different strategles formulated at different levels of management

(SA, May 2023, 5 Marks)

At different levels of management, vatious strategles are formulated to align with organizational goals and ohjectives which

are as follows:

level strategies are developed. These strategies

highest level of mmmgmhcnt, corporate-
ajor corporate-level strategies include Stability

d scope of the entire organization. M
gles and Combination strategies.

Corporate-Level Strategies: At the
focus on the overall direction an
strategies, Growth strategics, Retrenchment strate

Business-Level Strategies: Business-level strategies are developed by middle-level management and focus on individual
business units or divisions within the organization. These strategies aim to achieve competitive advantage within specific
markets. Common business-level strategies include Cost Leadership, Differentiation and Focus strategies.

Functional-Level Strategies: Functional-level strategies are formulated by lower-level management or department heads
responsible for specific functional areas, such as marketing, finance, operations, or human resources. These strategies align
with business-level strategies and focus on achieving functional objectives. These strategies include Marketing strategies,

Financial strategies, Operations strategies, Research & Development strategy and Human Resource strategies.

ganization's goals. Corporate-level

gn with the or
n specific

focus on competitive advantage withi
f the broader strategies.

t all levels develops strategies that ali
business-level strategies
o achieve functional objectives in support o

In conclusion, management a
strategies determine the “overall direction,
markets, and functional-level strategies aim t

Part II: Correct/Incorrect Questions

Q1. Strategic management involves huge cost.
(RTP, May 2018, NA)
The statement is correct.
Strategic management is a costly process. Strategic management adds a lot of expenses to an organization. Exp.ert
strategic planners need to be engaged. Efforts are made for analysis of external and internal environments, .devuse
strategies and properly implement them. These can be really costly for organisations with limited resources particularly
when small and medium organisation create strategies to compete.
I
Q2. Every strategic move is the result of proactive planning.
(MTP1, May 2018, 2 marks)
The statement is incorrect.
In business, things happen that cannot be fully anticipated or planned for. . ' '
' a stone wall,
When market and competitive conditions take an unexpected turn or some aspect of a companys strategy hits
some kind of strategic reaction or adjustment is required. IR
- —
Q3. Control systems run parallel with strategic levels. ‘///

(RTP, Nov 2018, NA)

1.11



A
Arora and TE
Question Bank - Chapter 1 complied by Neeraf

i "
e

-— e

..... —

ystems are required at all
systerms

implemented as plafmet:
trols and operationa

l The statement is correct.

i There are three strategic levels in an organisation - corporate, business and functional caontrol
’ the three levels. At the top level, strategic controls are built to check whether the strategy is being
i and the results oroduced by the strategy are those intended. Down the hierarchy management cOn

2ontrols are built in the systems. Operational controls are required for day-to-day management of husiness. -

Q4. / For a small entrepreneur vision and mission are irrelevant.
l (RTP, Nov 2018, NA)

The statement is Incorrect.
/ in different form and

: o ' ) i ‘
l Entrepreneur, big or small has to function within several influences from external forces. Competitio N have complicated

different degree is present in all kind and sizes of business. Even entrepreneur with small businesses c
l, environment. To grow and prosper they need to have clear vision and mission.

Qs Vision is one of the key elements of Strategic Intent.
(SA, Nov 2018, 2 Marks)

e —

.! The statement is Correct.

i Vision implies the blueprint of the company's future position. It describes where the organisation war
I the organisation’s aspirations and provides a glimpse of what the organisation would like to become |
I system of the organisation is required to follow its vision.

nts to land. It depicts
n future. Every sub

Part lll: Multiple Choice Questions

Q1. Strategy is a game plan used for which of the following?
(a) To take market position
(b) To attract and satisfy customers
(c) To respond to dynamic and hostile environment
(d) All of the above
(ICAI Study Material)

Correct answer: (d) All of the above
Explanation:

Strategy is the game plan that the management of a business uses to take market position, conduct its operations, attract
and satisfy customers, compete successfully, and achieve organizational objectives.

Q2. Reactive strategy can also be termed as-
(a) Planned strategy '
(b) Adaptive strategy
(c) Sound strategy
(d) Dynamic strategy
(ICAI Study Material)

Correct answer: (b) Adaptive strategy

Explanation:
Reactive strategy is an adaptive reaction to.changing circumstances. Therefore, it is also known as adaptive strategy.

Q3. Read the following three statements:

(i) Strategies have short-range-implications.

(ii) Strategies are action oriented.

(iii) Strategies are rigidly defined. |

From the combinations given below select an alternative that represents statements that are true:
(a) (i) and (ii) :

(b) (i) and (iii)
(c) (ii) and (iii)
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A
ced 1o be attuned of modified inthe lght of poas

DXpranativy [trategres it
pa fust responding to threata In thelr

are Dot g definend
. instead of compan

nant enables an orpanization to

Qratepes RN
Ntsfséss et

(@) be proactive

(D) dotermine when the threat will subside
(©) avond the threats

() deteat thewt competitors

Whle environmental ehand

jon. Therolore, atrateglon

(1CAL Suxly Material)

Qorrect answer: (&) be proactive

Explanation: Strategre management helps organization
Qrganisations are able to analvse and take actions instead of belng mere spec

tators.

1 to be more proactive rather than f

eactive In dealing with its future.

wm

/o

anN

SUrategic managN
(1) Authanitative
(@) Particlpative

(c) Commanding

nant allows an organization to be more

.

(d) Prosctive
(1CA! Study Material)

Correct answer: (d) Proactive

Explanation: Strategic management helps org

Organisations are able to analyse and take actions instead of being mere spectators.

anizations to be more proactive rather

than reactive in dealing with its future.

s undertaken by-

o
o

Formulation of strategies and their implementation in a strategic management process i

(3) Top level executives
(b) Middle level executive
(c) Lower level executives
(d) All of the above

(1CAI Study Material)

Correct answer: (d) All of the above

Explanation:

Functional managers provid
formulate realistic and attainable strategies.

e most of the information that makes it possible for bu

siness and corporate level managers to

crete strategies of their

Q7.

Which of the following managers' role is to
individual businesses-

(a) Supervisor

(b) Functional Manager

translate the general statements/ strategies into con

(c) CEO of the company
(d) All of the above
(ICAIl Study Material)

Correct answer: (b) Functional Manager

Qs.

Which statement should be created first and foremost?

(a) Strategy
(b) Vision
(c) Objectives

e —————
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Correct answer. (b) Vision
Explanation: flef, i
) i : d Theresn 160, 83
Vision implies the blueprint of the company’s future position 1t describes where the organisation vants to 1and

Strateqy is created to achieve that vision

Q \ " "
Q Which of these basic questions should a vision statement answer?

(a) What is our business?

(b) Who are our competitors?

(€) Where we are to go?

(d) Why do we exist?

(Sample MCQs) (MTP1, May 2019, 1 Mark)

Correct answer: (c) Where we are to qo?
ants to land. 1t depicts the

Explanation:
any’s future position. It describes where the organisation

Vision implies the blueprint of the comp
organisation’s aspirations and provides a glimpse of what the organisation would like to become in future

Q10. Mission:
(a) is an internally-focused definition of the organization's societal goals.

(b) is a statement of a firms unique purpose and scope of operations,
(c) does not relate to the industry in which the firm intends to compete.

(d) is developed by a firm before the firm develops its strategic intent,
(RTPR, May 2019, NA) (MTP2, May 2019, 1 Mark)

Correct answer: (b) is a statement of a firms unique purpose and scope of operations.
Explanation:
Mission amplifies what brings the company to this business or why it is there, what purpose it seeks to achieve as a

business firm.

Strategic decision making can take place at three common levels of an organisation as follows:

Q11.
(a) Divisional, group and individual.

(b) Executive, leader and manager.
(c) Corporate, business and functional.
(d) Strategic, tactical and operational.

(RTP, May 2019, NA)

Correct answer: (c) Corporate, business and functional

Explanation:
Generally, there are three main levels of management: Corporate level, Business level and Functional level

Which of the following statement is not true with regards to strategy?

Q12
(a) Strategy reduces uncertainty.

(b) Strategy is long range blueprint of desired position.
(c) Strategy relates organisations to the external environment.

(d) Strategy is perfect and flawless.
(RTP, May 2019, NA)

Correct answer: (d) Strategy is perfect and flawless.

Explanation: '
Strategy can never be perfect, flawless and optimal. It should be flexible to take care of sudden emergencies, pressures and

avoid failures and frustrations.

T & —can twrana aduiQ1 nra
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ss-functional decisions that

d as the art and science of formulating, Implementing and evaluating cro

an What can be define
enable an organization 1o acnieve its objectives?

(A) Strategy formulation

(1) Strategy evaluation

(0) Stateqy implementation

(d) Suategle management

(MTP1, May 2019, 1 Mark)
OR
s-functional decislons that enable an organization to achieve

What involves formulating, implementing, and evaluating cros

its objectives?

(d) Strateqy for mulation

(b) Strategy evaluation

(©) Strategy implementation
(d) Strategic management
(ICAI Study Material)

Correct answer: (d) Strategic management

Explanation:
Strategic management involves developing the company's vision, environmental scanning (both internal and external),

strateqy formulation, strateqy implementation and evaluation and control.

Q14 Strateqy helps in:

(a) Unravelling complexity

(b) Reduce uncertainty

(c) Relate the goals with the resources.
(d) All of Above,

(MTP2, May 2019, 1 mark)

Correct answer: (d) All of the above

Explanation:

The very injection of the idea of strategy into business organisations is intended to unravel complexity and to reduce
t. Strategy seeks to relate the goals of the organization to the means of

uncertainties caused by changes in the environmen
achieving them.

Which of the following statement is not true:
(a) Strategic environment is complex

(b) Strategic environment is turbulent.
(c) High cost of strategy makes them useless for charitable organization.

(d) Public sector units should implement business strategy.
(MTP2, May 2019, 1 mark)
swer: (c) High cost of strategy makes them useless for charitable organization.

Q15.

Correct an

Explanation:

Though strategic management involves huge cost, it enables to run organisation effectively and efficiently.

Q16. Objectives should be:
(i) Concrete and specific.

(il) Related to time frame.
(iif) Standards for performance appraisal.

Which of the above statements are true:

(a) (i) & (ii).
{b) (i) &fiii).
(c) {i) & ().
{d) (i), (ii) and (i) :
o T T s
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(MTP2, May 2019, 1 Mark)

Correct answer: (d) (i), (i) and (iii)

Explanation:
Objectives must possess following characteristics:

ation’s relationship with its environment

Objectives should define the orqaniz
achievement of mission and purpose.

Objectives should be facilitative towards
for strategic decision-making

Objectives should provide the basig
for performance appraisal.

Objectives should provide standards
Objectives should be understandable.
Objectives should be concrete and specific.
Objectives should be related to a time frame.
Objectives should be measurable and controllable.
Objectives should be challenging.

S — .
-

Different objectives should correlate with each other.
I ———

Objectives should be set within constraints.

Q17. Statement that is typically focused on

customer focus, activities, and business makeup is:

(a) Vision

(b) Mission

(b) Strategy

(b) Goals

(RTP, Nov 2019, NA)

i jzati resent capabilities,
present business scope and broadly describes an organizations p

Correct answer: (b) Mission

Explanation:
A company's Mission Statement is typically focused on present business scope - ‘who we are’ and ‘what we do'. It broadly

describes an organizations present capabilities, customer focus, activities, and business makeup

Which of the following statements correctly explain strategic management?

Q1s.
(i) Strategic management provides framework for major decisions.
(ii) Strategic management helps to enhance the longevity of the business.

(iii) Strategic management is an inexpensive process. o

(iv) Strategic management helps organisation to be more reactive than proactive.

(a) (i) and (ii)

(b) (i), (ii) and (i)

() (i), (i) and (iv)

(d) (i), (iii) and (iv)

(RTP, Nov 2019, NA)

Correct answer: (a) (i) and (ii)

Explanation:
e Strategic management helps organisations to be more proactive instead of reactive in shaping its future.
e Strategic management provides framework for all the major decisions of an enterprise,
e Strategic Management is a costly process.
e Strategic Management enhances longevity of business,

Q19. | Which of the following are responsible for formulating and developing realistic and attainable strategies?

(a) Corporate level and business level managers

(b) Corporate level and functional level managers

(c) Functional level managers and business level managers

(d) Corporate level managers, business level managers and functional level managers

(MTP1, Nov 2019, 1 mark) (RTP, May 2020, NA) (ICAI Study Material)

-~\——~

eraj Arora | www.edu91.orq



——

Compiled by Neeraj Arora and TEAM

Question Bank - Chapter 1

—_—
Correct answer: (d) Corporate level managers, business level managers and functional level managers

Explanation:
Functional managers provide most of the information that makes it possible for business and corporate level managers to

formulate realistic and attainable strategies.

Q20. | Strategy is-

(a) Proactive in action

(b) Reactive in action

(c) A blend of proactive and reactive actions

(d) None of the above
(RTP, May 2020, NA) (ICAI Study Material)

Correct answer: (c) A blend of proactive and reactive actions.

Explanation:
A company's strategy is typically a blend of:
e Proactive reactions on the part of managers to improve the company’s market position and financial performance.
e Reactions to unanticipated developments and fresh market conditions in the dynamic business environment
Members of Infinite Care, an NGO, have met and determined that they need to formulate a philosophical basis for their

Q21.
activities. Thereby they have come up with a statement:"Provide children till age 12, living in homeless or low-income
situations, with the essential items they need to thrive — at home, at school and at play” Identify the area of strategic intent,

which the members have stated?
(a) Vision

(b) Business Definition

(c) Goal and Objective

(d) Mission

(MTP1, Nov 2020, 2 Marks)

Correct answer: (d) Mission

Explanation:
Mission delineates the firm's business, its goals and ways to reach the goals. It explains the reason for the existence of the
firm in the society. It is designed to help potential shareholders and investors understand thé purpose of the company. A
mission statement helps to identify, ‘what business the company undertakes! It defines the present capabilities, activities,

customer focus and business makeup.

Which of the following is correct?

Q22.
(a) Strategy is always pragmatic and not flexible
(b) Strategy is not always perfect, flawless and optimal
(c) Strategy is always perfect, flawless and optimal
(d) Strategy is always flexible but not pragmatic
(MTP1, May 2021, 2 marks) (ICAI Study Material)
Correct answer: (b) Strategy is not always perfect, flawless and optimal
Explanation: )
Strategy can never be perfect, flawless and optimal. It is in the very nature of strategy that it is flexible and pragmatic to take
care of sudden emergencies, pressures, and avoid failures and frustrations.
Q23. An organisation during its strategy planning envisaged entire scenarios and created a strategy framewqu. Butin ngiafr; :IIEE
after implementation, it realised that its framework is not effective in certain unique scenarios. What is the reas

same?
{a) Strategy is "partly proactive and Partly reactive”

{b) Lack of analysis and proper planning.
(c) Strategy is highly reactive and highly proactive

(d) improper creation of strategic framework

(RTP, Nov 2021, NA) -
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Part| - Descriptive Questions
Globalisation

Q1 Why companies should go global? Mention any five reasons
(SA, Nov 2020, 5 Marks) o

scussed as follows: eilfAlediinn
o I C )
stance across the globe - thanks to faster com

speedier transBortation, growing ﬁnar]qal flows and rapid technolo}qjcal changes. f
* ltis being realized that the domestic r'r;a : i REIDLASEarages
- rkets are no longer adequate and righ. Companies globalize to —~
, OPportunities available elsewhere. Jeredengie and gsh. ’
* A new product may gradually get acceptance and grow locally and then globally. This may initially be in form of exports
and then later production facilities may begin in other countries. -

* The motivation to 90 global in high-tech industries s slightly ~different. Companies in electronics  and

(|/ : telecommunications must spend large sums on research and development for news products and thus may be compelled

: 10 seek ways to ‘mprove sales volume to support high overhead expenses.

| * The companies May also go global to take advantage of local taxation laws. :

/ * To form strategic alliances 1o ward off economic and technological threats and leverage their respective comparative
and competitive advantages.

Understanding Product and Industry

Q2. | ABC Ltd. manufactures and sells air purifier ‘Fresh Breath'. The 'Fresh Breath’ has seen sales growth of around 1% for the last
two years, after st In the previous five years. This is due to new products entering the market in competition with
g cltting its prices to be in line with its major rivals with a hope to mamta!n

rong growth in th
the ‘Fresh Breath’. ABC Ltd. is therefore considerin
the market share. Market research indi
Previous years price cuts have had li
highlight the benefits of the ‘Fresh Breath’ against its rival products.

Identify and explain the stage of the product life cycle in which ‘Fresh Breath' falls.

(RTR, May 2021, NA)

Product Life Cycle is a useful concept for guiding strategic choice. PLC is an S-shaped curve which exhibits the relationship
of sales with respect of time for a product that passes through the four successive stages of introduction (slow sales
growth), growth (rapid market acceptance) maturity (slowdown in growth rate) and decline (sharp downward drift).

The product ‘Fresh Breath’ of ABC Ltd. falls under the Maturity stage of product life cycle. In this stage, the competition gets
tiff competition. At this stage, ABC Ltd. has to work for

tough and the market stabilises. Profit comes down because of s
r rivals with a hope to maintain the market share and by

maintaining stability by cutting the prices to be in line with its majo th a hope to
launching a promotional campaign to highlight the benefits of the ‘Fresh Breath’ against its rival products.

Write a short note on “Phases and signiﬂéance of Product Life Cycle".

Q3.
(MTP2, May 2022, 5 Marks)
; OR

Wirite a short note on Product Life Cycle (PLC) and its significance in portfolio diagnosis.

ICAI Study Material)

( dy "
i Mr. Rasik Mehta, had the idea of creating a fitness shake called Robust, which prompted the
The CEO of ABC Enterprises, % ich promped the

ducted a market survey and f

ct research and development. The compan'y' con .
.C ompf’ny :'o tctc;l:di;ea was feasible and had potential for profitability. Consequently, the product was manufactured, marketed,
indicated tha and it became widely available, However,

i i i Of Robust g ew,
a”d au”cl Ied WII Ch led to its success. As a lesult, ﬂ e produ. ction I ' ‘
th It e the’ del Illa“d 10' t“e plOdUCt deCleaSEd, leadi”g toits Obso'escence. ld nti y and exp‘ain the concept l l I “ | I
wi ime, e |'

the above case?

e e e e
e e
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(MTP2, May 2023, § Marks)

The case highlights the concept of Product Life_Cycle (PLC), which outlines the various stages a product goes through,

incluading introduction, growth, matuarity and decline Successful business must adapt their strategies to each stage to remain

profitable

Product Life Cycle s an importamt concept in strategle cholce and S-shaped curve which exhibits the relationship of sales

with respect of time for a product that passes through the four successive stages of introduction (slow sales growth), growth

(rapid market acceptance), maturity (slowdown in growth rate) and decline (sharp downward drift) If businesses are

aubstitited tor product, the concept of PLC could work just as well.

The first stage of PLC s the Inlmduc\lon stage in which competition is almost negligible, prices are relatively high and

markets are limited The . owth in sales is at a lower rate because of lack of knowledge on the part of customers

The second stage of PLC is the growth stage, in which the demand expands rapidly, prices fall, competition increases and

market expands The customer has knowledge about the product and shows interest in purchasing it

The third stage of PLC is the maturity stage, where in the competition geta tough and market get\s/stabilized. Profit comes
down because of stiff competition. At this stage organisations may work for maintaining stability.

The fourth stage is the declining stage of PLC, in which the sales and profits fall dO\;v/n sharply due to some new product
replaces the existing product. So, a combination of strategies can be implemented to stay in the market either by

diversification or retrenchnment.
\’ s

3
ok f
e ; i
Time

Product Life Cycle

Significance of PLC
PLC can be used to diagnose a pogtfolio of products (or businesses) in order to establish the stage at which each of them

exists. Particular attention is to be paid on the businesses that are in the declining stage. Depending on the diagnosis,
appropriate strategic choice can be made. | )

For instance, expan;;fgn may be a feasible alternative for businesses in the intro‘d)lctory and g{gvvth stages. Mature
businesses may be used as sources of cash for investment in other businesses which need resources.

A combination of strategies like selective harv\e/sting, retrenchment, etc. may be adopted for declining
businesses. In this way, a balanced portfolio of businesses may be built up by exercising a strategic choice based on the PLC

.

concept.

Q4. Explain briefly the primary activities that are grouped into five main activities under Value chain analysis.

(MTP2, May 2023, 5 Marks)

The primary activities of the organization are grouped into five main areas: inbound logistics, operations, cutbound
logistics, marketing and sales, and service.
Inbound logistics are the activities concerned with receiving, storing and distributing the inputs to the product/

service. This includes materials handling, stock control, transport etc. _

e Operations transform these inputs into the final product or service: machining, packaging, assembly, testing, etc.

Outbound logistics collect, store and distribute the product to customers. For tangible products this would pe
it may be more concerned with

warehousing, materials handling, transport, etc. In the case of services,
arrangements for bringing customers to the service, if it is a fixed location (e.g., sports events).

Marketing and sales provide the means whereby consumers/users are made aware of the product/ §ervicg and
selling and so on. In public services,

[ ]
are able to purchase it. This would include sales administration, advertising, sell
communication networks which help users’ access a particular service are often |mportaqt. S
e Service are all those activities, which enhance or maintain the value of a product/ service, such as insta :
repair, training and spares.
e e e e S e e 2.2
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ysed, 1dantify the
Q4

A company has recently launched a new product |
prces However, over Uime, the demand fog e
stages of the product lite cyele (ML) that the

(RTR Nov 2023, NA)

ted 1
owth, v

nthe matket Inltially, it faced slow snlas ”'ummlml Incrat
Moduct expanded rapldly, prices fell, and con

Company wont through

—————

The company went thiough the lollowing stagen Ot the produact e eycle (M .C)

Intradtuction stage: Initially, the company faced alow salon growth, limited markets, and Iu('N: l‘.'.|;;:r|||"‘
of the intioduction stage During this stage, competition s almoat neqligible, and customaers have

product
Growth stage: Ovey e, the demand for the
typical features of the growth s1ge inthe P e
mare aware of the product's benefits and show In

acterstic
are characteris

4 which are ¢

i | knowledge about the

56 are
caned, These
tion incre -
Product expanded rapldly, pricos fell, and "””m“'!,. and customers hecorme
In this ataqo, the product gaing market acceptance,

tetest in purehasing it

Porters five forces model

Qo Baby Turtle is a children's clothing by
the brand has been that not m

majorly working mothers are

: n. The major benefit for
and that has been created o now nge demand for washable (’lnpi:r[;]}-rlr:r)'r/c‘liﬁ‘r Cusiomiars
any companies have shown interest in the product, thinking it ‘l.': nlri! vl',q(-(; in many other water
loving their product, The coro material needed for production is 2 50 “;;‘ at comparatively low
proofing products in various industries. Baby Turtle sources this materlal from a renowned .,Ur:'P“:wp and what are major
prices. Which of the five forces of competitive pressure would Baby Turtle experience due to «’!bQV ‘nd;nf' way to fight off this
factors that create such pressure for a product? Do you think Baby Turtle has an advantage in some
pressure?

(1CAI Study Material)

: ir washable diaper product.
Baby Turtle would experience, Bargaining Power of Suppliers, as a competitive pressure for their washa p

: L _ : ; = in a position to create
This is because the core material for production is sourced from a single supplier, who is renowned and P
pressure in terms of prices. '

Further, other factors that lead to such pressure are:

1. Their products are crucial to the buyer and substitutes
2. Suppliers can manipulate switchi

An advantage that Baby Turtle has is eve
Products and thus there are many other s i
will help to fight off the pressure created by existing supplier,

to the material required for productioq are not availabkta.
ng cost as the brand is in inception stage and making margins are important.

Q7. What are the common barriers that are faced by new entrants when an existing firm earns higher profits?
(RTF, May 2018, NA) (RTP May 2023, NA) '
OR

a company which is manufacturing trucks. He is
help Rahul against such a threat?

Rahul Sharma is Managing Director of
businesses. What kind of barriers will

(RTF, May 2019, NA) (ICAI Study Mat)

worried about the entry of new

g the industry. New entrants can reduce
leading to increase supply of the product even at a lower price

g firm's market share. Barriers to entry represent economic forces (or *hurdles’) that slow
s. Common barriers to entry include:

i) Capital requirements: When a large amount of capi

effectively barred from the industry, thus enhancing the profitability

ii) Economies of scale: Many industries are characterized by eco Ctivities driven by economies of scale.
- Economies of scale refer to the decline in the per-uni

firm that enjoys economies of scale can produce high v
discourage new entrants.

iii) Product differentiation: Prody

iv) Switching costs: To succeed in an indust

——— — -

——
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Explain Porter’s five forces modsl as to how businesses can dezl with the competition.
(MTP2, May 2018, 6 Marks) (RTP, Nov 2018, NA) (MTPZ2, Nov 2018, 6 Marks) (MTP1, Mzy 2019, 5 M=zres) (ICL] Study

Material)
OR

Compstitive pressures operate 2s 2 composite in five arezs of the overall market. Elzboratz.

(RTE May 2021, NA)
a2z | D —————m 85 - P P e | 38 225 Prt o = el - PR N -1, 2 mrmmeir i, oo
Compstition makes organizations work harder, however, it is neither 2 coincidence nor bad luge A0 o GXWZZIOTS heve
] - o5s = H = - Tha o e - s ms | = - T —-
Competnon and its beneitt are enjoyed by the markeis. The customers are zble to get better products 2t lower costs. Ther o=

ot el £ - - o~ < - -l
better value for their money beczuse of compstition.

“TuT

70 gain 2 desp undsars

v O

d fa
informstion they can find and waste 2 lot of time digssting it Rsthey,

tsed tool for systematically dizgnosing the significant compestitive pr
importznce of e2ch is the Porter’s five-forces modsl of comp=titior

e Vi TS

20T Uici QoS Ca 2

-
(%

Compstitive prassures associated with the market manoeuvring and jockeying for buyvar pairos
rival sellers in the industry.
e  Compstitive pressures associatad with the threat of new entrants into the markst

buyers over to ther ow

e Compstitive pressures coming from the attempts of companies in other industries o win
substituts products.

e

¢  Compstitive pressures stamming from supplier bargaining power and supplier-seller collaborztion.
Competitive pressures stemming from buyer bargaining power and seller-buyer Collaboration.

Qo.

Explzin briefiy the competitive forces in any industry as identified by Michze! Porter.

(SA, May 2018, 5 Marks)
OR

Whzt are the five competitive forces in an industry as identified by Michael Porter?
(RTF, May 2022, NA)

Five forces model of Michael Porter is a popular tool for systematically diagnosing the significant competitive pressires in
N R 1S

UDoN N an nousty t

market and assessing their strength and importance. The model holds that the state of competi
composite of competitive pressures operating in five forces as follows:

1. Threat of new entrants: New entrants place a limit on prices and affect the profitability of exi
ger the new e

capacity and product range the new entrants bring increases competitive presswre. bigg

severe the competitive effect.
2. Bargaining power of customers: The bargaining power of the buyers influences not only the prices that the progucer can

charge but also influence costs and investments of the producer. This force will become heavier depencing on

possibilities of the buyers forming groups or cartels, particuiarly in case of industrial products. _ -
3. Bargaining power of suppliers: Often suppliers can exercise considerable bargaining powsr. If the S“-f?’-‘fﬁﬂ? are : S0
limited in number they stand a still better chance to exhibit their bargaining power. The bargaining power of su0
determines the cost of raw materials and other inputs of the industry and, therefore, can affect industry atactivensss

and profitability.

a
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s is what i nora d pressures o0

: . & il vious. This ising,
Rivalry among current players: The rivalry among existing players is quite ob d, advertising

i i i ing charge cts
* as competition. The impact is evident more at functional level in the prices being ute produ

ndustry. Substi

. ; i
sts, product and so on. ‘ mpetition in an impact.
'(l:'lc:reatz from substitutes: Substitute products are a latent source of compet ficant imp

signi
) i the consumer can have s
offering a price advantage and/or performance improvement to the I

influ
forces In
i isis s ause these
The five forces together determine industry attractiveness/profitability. This is so bec
that underlie industiy attractiveness/ profitability. /

Q10.

Buyers can exert considerable pressure on business. Do you agree? Discuss.

(RTP, Nov 2019, NA) In the light of the

OR

any.
. - on the comp
Buyers of an industry's products or services can sometimes exert considerable pres;;r;?evemge is evident.
five forces as propagated by Michael Porter explain this force. Also state as to when t

(SA, May 2023, 5 Marks)

f an industry. This force

: iti dition o
#jﬂgaining Power of Buyers: This is another force that influences the competitive con e
L

a phenomenon seen In

ecomes heavier depending on the possibility of buyers forming groups or cartels. MOS"iY,:,ftS:fna"Y and exert pressurelon
industrial products. Quite often, users of industrial products come together fom.mally or ev;r:e odiice can chargf—’ but a.sg
the producer. The bargaining power of the buyers influences not only the prices that bF:' ain for better services whic
influences costs and investments of the producer. This is because powerful buyers usually barg

involves more investment on the part of the producer,

rices or
. o secure lower p
Cts or services can exert considerable pressure on existing firms t

Buyers of an industry’s produ uct. This leverage is
tin situations where buyers enjoy superior position than the seller of prod

better services. This is eviden
particularly evident when:

() Buyers have fuli knowledge of the sources of products and their substitutes.

(i) They spend a lot of money on the industry’s products, i.e., they are big buyers. d than firms
(i) The industry's product is not perceived as critical to the buyer's needs and buyers are more concentrate

supplying the product. They can easily switch to the substitutes available.

Discuss in what conditi‘ons rivalry among competitors tends to be cut-throat and profitability of the industry goes down.

Q11.
(SA, Nov 2019, 5 Marks)
OR
What are the factors which determine the nature of rivalry in an industry?
(SA, Nov 2021, 5 Marks) '
The intensity of rivalry in an industry is a significant determinant of industry attractiveness and profitability. The intensity of
rivalry can influence the costs of suppliers, distribution, and of attracting customers and thus directly affect the profitability.
The more intensive the rivalry, the less attractive is the industry. Rivalry among competitors tends to be cutthroat and industry
profitability low wher,
i) Anindustry has no clear leader. Therefore, continuous war for leadership.
ii) Competitors in the industry are numerous,
iii) Competitors operate with high fixed costs, Thus, aiming for better Return on Investment with more fierce tactics.
iv) Competitors face high exit barriers, and therefore, continue to fight for market share.
v)  Competitors have little opportunity to differentiate their offerings.
vi) The industry faces slow or diminished growth.
Q12. | Eco-carry bags Ltd., a recyclable plastic bags manufacturing and trading company hags Seen a potential in the ever-growing

awareness around hazards of plastics and the positive outlook of the society towards recycling and reusing plastic
A major concern for Eco-carry bags Ltd. are paper bags and old cloth bags. Even though they are costj X S.
Plastic bags, irrespective, they are being welcomed Positively by the consumers, 1€r than re
Identify and explain that competition from paper bags and old cloth bags fall under whi

ch o
Model for Competitive Analysis? Category of Porter's Fiy

Cyclable

(RTPR, May 2020, NA) (ICAI Study Material)

e e i o et Pt e i et e e o
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Eo-carry bags Ltd. faces competition from paper bags and old cloth bags and falls under Threat of Substitites force
cateqories in Porter's Five Forces Model for Competitive Analysis. Paper and cloth bags are substitutes of recyciaaie plastic
bags as they perform the same function as plastic bags. Substitute products are a latent source of ompatition in an incustry.
In many cases, they become a major constituent of competition. Substitute praducts offering 3 price advantzge and/or
performance improvement to the consumer can drastically alter the competitive character of an incusiry.

Q13. | There are many companies in the market offering COVID vaccine. Analyse the product in terms of threat cf new enirants

(SA, May 2021, 5 Marks)

There are three companies offering a vaccine for COVID-19 in India and a fourth company s awaiting apo oval fron;

authorities.
This product involves huge capital requirements and hence not every existing pharma company is likely (o gat intc the
competition. However, once approved for use, the entire world is the target market. This would I2ad to economies of scale
helping the company to recover the investments made. The product differentiation is in terms of the low after 2/fect o7 the
vaccine and the effectiveness of the vaccine in controlling COVID-19. Brand identity is becomina very important with people
preferring international brands compared to a home-grown company. Factors like switching cast, access to cistrinution
channels and possibility of aggressive retaliation do not apply at present because governmants across the woric are
controlling these factors and the vaccine has not entered the phase of free competition.

Q14. | Easy Access is a marketing services company providing consultancy to a range of business clients. Easy Access and its rivais
have managed to persuade the Government to require all marketing services companies to complete a time-consuming and
bureaucratic registration process and to comply with an industry code of conduct. Do you think that by doing this Easy Access

and its rivals has an advantage in some way to fight off competitors? Explain.
(RTP, Nov 2021, NA) (RTP, Nov 2023, NA)

Yes, Easy Access and its rivals get advantage by this move. The new bureaucratic process is making it more corniica e for
organizations to start up and enter in Easy Access market, increasing barriers to entry and thereby reducing the threat of new
entrants. New entrants can reduce an industry's profitability, because they add new production capacity, leading ‘o incrzase
in supply of the product, sometimes even at a lower price and can substantially erode existing fim's market share pcsition.
However, New entrants are always a powerful source of competition. The new capacity and product range trey bring in
~| throws up a new competitive pressure. The bigger the new entrant, the more severe the competitive effect. New entranis also
place a limit on prices and affect the profitability of existing players, which is known as Price War.

Q15. | "The bargaining power of suppliers determines an industry's attractiveness and profitability." Discuss.

(SA, May 2022, 5 Marks)

Quite often, suppliers too, exercise considerable bargaining power over purchasing companies. Tha more specialised the
offering from the supplier, greater may be its clout. Further, when the suppliers are limited in number, they may opanly axnibit
their bargaining power. The bargaining power of suppliers determines the cost of raw materials and other induts of the
industry, and therefore, an industry’s attractiveness and profitability. Suppliers can influence the profitability of an industry in a
number of ways. Suppliers can command bargaining power over a firm when;

(i) Their products are crucial to the buyer and substitutes are not available.

(ii) They can erect/ensure high switching costs.
(iii) They are more concentrated than their buyers. Less suppliers, more buyers

Rajiv Arya is owner of an electrical appliance company that specializes in manufacturing of domestic vacuum cleanars There
are four other manufacturers with similar products and sales volume. Current rival firms also own a number of patents reiated
to the product. The supplier base for procurement of raw material is also very large as there are multiple suppliers.

Identify Porter’s Five Forces that may be classified as significant for the company? Explain
(RTP, Nov 2022, NA) (MTP2, Nov 2023, 5 Marks)

Q16.

igni | ji ivals are similar ir s 72s and are

The competitive rivalry will be a significant force in case of company of Rajiv Aryq as all the nvol.,_a,e S|mllar‘| e ?I‘hiems
s. It is difficult for any single manufacturer to dominate the markai. Large numper d RBLEY

e a large number of sm3i! saapliers the

manufacturing similar product
will make it difficult for new entrants to break into the market. Further, as there ar

power that suppliers can exert will also be low.

However, a domestic vacuum cleaner will directly compete with other options suc Xy
maids at low cost can significantly disturb the sales of products.

mation given ik si-enario.
Availabi"ty 07 1ouUse
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sizes and manufaciure
e. The large num'béf
ge number
nd

4 nothe
Further, as the products are similar customers can easily shift from one company 10 2
competitive rivalry. imilar in
The competitive rivalry will be significant in Rajiv Arya's dealing industry as all rivals are st arket shar
ket or gain m from a lar

. making it difficult for anyone man dominates the mar !
similar products, 9 y ufacturer to e o gain mark bUYS e
. nformation relating 10

of patents will make it hard for new entrants to break into the market, while the fa .

of small suppliers suggests that supplier power is also low. Finally, there is no i

bargaining power of customers in the information given in scenario. //
f the said productis

arket O

Q17.

A startup company is thinking of launching of a low cost detergent powder in the market. The m
h the problems of 'Entry

already dominated by a big FMCG player. -
wi
You are advised to put forward your suggestions to the management of the company 10 dea

‘Barrier’ while launching the low cost detergent powder,

BTP, Nov 2022, NA)
G, big in size. is
will be some S

—

already dominating
uggestions 10 the

There are number of factors that can act as entry barrier for the start-up company. An FMC
the market space and will act as a strong deterrent for the new start-up. The following
management of the start-up to deal with the problem of entry barriers:

1. The company is working on producing low cost detergent. Keeping other expenses a!so on the
can create price advantage that is competitive to the existing established players including the lar

2. The company focussing on single product in comparison to multiple products of an.FMCG can flfa
produce and sell the low cost detergent that are difficult to deploy by the FMCG by its strategy

lower side the management
ge FMCG.

velop competencies 10
+ addresses needs of

FMCG and other players.

multiple products.

3. The start-up needs to have strong financial strength to sustain the onslaught from the dominant e
The start-up can identify sources of capital well in advance and be able to use it judiciously to their advantage. o taract
i o =14
4. The start-up should identify the customer segments that are likely to switch to the product.well in advance so _adsﬁnﬁ‘y =
the same and generate the initial hold on the market. Once the product gets some hold and their brands get some identity, the
market can be further developed to address other customers. '
i i e

5. The start-up should identify the environmental factors that go to their advantage. These may include special schgme of th
all and medium sized

government to encourage entrepreneurs, tax holiday, low interest rates, advantages available to sm

enterprises alike. ~

6. it has to create an image in the market that its products are qualitative and ‘Made in India’ to attract a particular segment of
customers.

7. They need to have a team of experts and dedicated management professionals who can implement strategies formulated

by top management.

Q18.

Pulkit was very confident about cloud kitchen business model, and he bought three real estate spaces in very hideous
localities. Later due to government and court orders the cloud kitchens had to be only operated in a well-ventilated spacs,
which made his investment redundant. What aspect of industry competition Pulkit currently faced as a result of this situation?

(MTP2, May 2023, 5 Marks) (MTP2, Nov 2023, 5 Marks)

Pulkit may be facing exit barriers due to his investment in the real estate spaces. Exit barriers are factors that make it difficult
for a company to exit a particular market or industry. In this case, Pulkit's investment in the real estates paces may make it
difficult for him to exit the cloud kitchen industry or switch to a different business model. If Pulkit is unable to find new spaces
or make the necessary renovations, he may be forced to continue operating in the hideous localities, which may impact his
brand image and customer experience. This can create an exit barrier for Pulkit as it may be difficult for him to turn to a

different business model or exit the industry entirely.
Additionally, Pulkit may have incurred significant sunk costs in the purchase and renovation of the real estate spaces
which can create a further exit barrier. Sunk costs refer to costs that have already been incurred and cannot bé

recovered. If Pulkit has invested a significant amount of money in the real estate spaces, he may be hesitant to exit the

industry or switch to a different business model as it may mean that he has to write off the sunk costs.
Therefore, Pulkit may be facing exit barriers due to his investment in the real estate spaces, which may make it difficult

for him to adapt to the new requirements or exit the industry entirely.

Experience Curve

Explain the concept of the experience curve and highlight its relevance in strategic management

Q19.
(RTP, May 2018, NA) (MTP2, Nov 2018, 5 Marks) (MTP1, Nov 2020, 5 marks) (ICAI Study Material)
U — \
—
2.7
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OR

Write a short note on relevance of experience curve.
(MTP2, May 2018, 4 Marks)

Experience curve is similar to learning curve which explains the efficiency gained by workers through repetitive productive
work. Experience curve is based on the commonly observed phenomenon that unit costs decline as a firm accumulates

experience in terms of a cumulative volume of production.

The implication is that larger firms in an industry would tend to have lower unit costs as compared to those of smaller
organizations, thereby gaining a competitive cost advantage. Experience curve results from a variety of factors such as
learning effects, economies of scale, product redesign and technological improvements in production.

The concept of experience curve is relevant for a number of areas in strategic management. For instance, experience curve is
considered a barrier for new firms contemplating entry in an industry. It is also used to build market share and discourage

competition.

A typical experience curve may be depicted as follows:

A

Cost per Unit

\1 

Cummulative Production in Units

Competitive Strategy

Q20.

Suresh Singhania is the owner of an agri-based private company in Sangrur, Punjab. His unit is producing puree, ketchups and
sauces. While its products have significant market share in the northern part of country, the sales are on decline in last couple
of years. He seeks help of a management expert who advises him to first understand the competitive landscape.

Explain the steps to be followed by Suresh Singhania to understand competitive landscape.

(RTP, May 2018, NA) (ICAI Study Material)
OR

Expiain the steps to understand the competitive landscape?

(MTP2, May 2018, 5 Marks)
OR

Dinesh Yadav is the owner of a beverage-based pﬁvate company in Sonipat, Haryana. His unit is producing fruit juices, cgld
drinks, soda and lime. While its products have significant market share in the northern part of country, the sales are on dec_ll.ne
in last couple of years. He seeks help of a management expert who advises him to first understand the competitive

landscape. Explain the steps to be followed by Dinesh Yadav to understand competitive landscape.

(MTP1, May 2019, 5 Marks)
OR

What do you understand by ‘Competitive Landscape’? What are the steps to understand the competitive landscape?

(SA, May 2019, 5 Marks) (MTP1, Nov 2022, 5 Marks)

OR
*Understanding the competitive landscape is important to build upon a competitive advantage”. Explain.

(SA, July 2021, 5 Marks)

v i i i indi etitive landscape is
Competitive landscape is a business analysis which identifies competitors, either direct or indirect. Comp

e s
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| about identifying 2nd understanding the Competitors and at the same time, it permits the comp
st core value s niche market, strengths ang weaknesges
Yregses In
d Y/e3¥nNesses
) rength 20
At depth investigation and analysis of a firm'g competition allows it to assess the Competitor's - a,,ggi-/a advantzge
the marketplace n 1 he s it to choose and implement offectiye strategies that vaill improve it competit

Steas 1 understand the competitive landscape ) £, the competitors in the
i dentify the competitor: The first step 10 understand the competitive landscape is to identity 102
s indust y and have actual data about their respective market share ‘ co market research report,
1 Inderstand the competitors: Once the competitors have been identified, the strategist can us nd the products and
ateinet. newspapers, social media, industry reports, and various ottier sources to understa
services offored by them in different markets. , . do they do weli? Do they
I Jetermine the strengths of the competitors: What are the strength of the competitors? ¥/hat co rl;m’umers, Yy do
ffer great 1 roducts? po they utilize marketing in a way that comparatively reaches out to more cons
cusiomers g ve them their businegg? . » v aoing through
[ iv) Determine the weaknesses of the competitors: Weaknesses (and strengths) can be 'd_ef"ﬁed b',/‘, ?;,_:,—ggpmi;r?s,
consumer reports and reviews appearing in various media. After all, consurners are often willing to gi/e 1he
cspecially when the products or services are either great or very poor. ) ion about competitors
Put all of the information together: At this stage, the strategist should put together all mforma.lo‘;‘ »r;tﬁgm can z2lso
and draw inference about what they are not offering and what the firm can do to fill in the gaps. The strate
{ know the areas which need to be strengthen by the firm.

!
—— — .

021 Define key success factors (KSFs).
(RT= Nov 2018, NA)
An ndustry's key success factors (KSFs) are those things or strategic elements that affect industry members afllr? to
prosper in a markst place. For a business organization within an industry, it may include, cost SUCIIE, tc-c:.n'c Ogg
distribution system and so on. Itis correct to state that the KSFs help to shape whether a company wiill be financially an
competitively successful,

<

Qzz. [ Examine the significance of KSFs (Key Success Factors) for competitive success.
(SA, Nov 201 8, 3 Marks) (MTP1, May 2021, 5 Marks)

,’ An iadustry’s Key Stecess Factors (KSFs) are those things that most affect industry members” ability to prosper in the market

| placz - the particular strategy elements, product attributes, resources, competencies, competitive capabilities and business
outcomes that spell the difference between profit & loss and ultimately, between competitive success or failure. KSFs by their
Very nzture are so :mportant that all firms in the industry must pay close attention to them. They are the prerequisites for
industry success, cr, to put it in another way, KSFs are the rules that shape whether a company will be financially and
competitively successful.

Part fi: Con_'rect/lncorrect Questions

Q1. Substitutes can also exert significant competitive pressures.
(RTP, May 2018, NA)

Th= stateme'nt is correct.

£croding to porte”s five forces model, a final force that can influence industry profitability is the availability of substitutes

for an ndustry’s product. To predict profit pressure from this source, firms must search for products that perform the same
or nearly the same, function as their existing products. 4

Q2. Key success factors determine competitive success.
(RTP, May 2018, NA)

The statement is correct.

The purpose of identifying Key Success Factors is to make judgments aboyt things that are more im
! : mpile a list of every factor that matters even
I purpose of concentrating management attention on the factors truly critical to long- term COmpetitive s
{

portant to competitive
a little bit defeats the
uccess.
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Chapter 3 - Strategic Analysis : Internal Environment

Part | : Descriptive Questions
Analysing Industry and Markets - Strategic Group Mapping

Qi
A\
Che

Is compary 1% 16 direct eotnpetition ym

{ o manufacturing company. H 1
jes by grouging thesn ol |ive

Mr. Banerjee is head of marketing department o
t positions of rival cornpan

thirteen companies at national level, He wishes to study the marke
positions.

Name the tool that may be used by Mr. Banerjee
(MTP1, May 2018, 5 Marks) (ICAl Study Materlal)

? Explain the procedure that may be used ta implement the technigue

OR
th fifteen companies
rival companles by grouping therm into live positior
omeant the techniques,

A manufacturing company is in direct competition wi at natlonal level, Head of marketing departenent of
this company wishes to study the market position of 1%. Hame the 160 that

may be used by him/her. Explain the procedure that may he used to Impl

(SA, July 2021, 5 Marks)
OR

What is a Strategic Group? Discuss the procedure for constructing a strategic group map.
(RTP, May 2019, NA) (MTP2, May 2021, 5 Marks) (MTP2, May 2022, 5 Marks)

e positions is Strategic Group Magging

A tool 1o identify the market positions of rival companies by grouping them into ik
hes and positions in the marvet

strategic group consists of those rival firms which have similar competitive approac

The procedure for constructing a strategic group map and deciding which firms belong in which strategic group are 35

follows:

1. Identify the competitive characteristics that differentiate firms in the industry typic
(high, medium, low); geographic coverage (local, regional, national, global); degree of VQ
full); product-line breadth (wide, narrow); use of distribution channels (one, some, all); and degree of service offersd
(no-frills, limited, full). 4 '

2. Plot the firms on a two-variable map using pairs of these differentiating characteristics.

3. Assign firms that fall in about the same strategy space to the same strategic group.

4. Draw circles around each strategic group making the circlés proportional to the size of the group's respective share of

total industry sales revenues.  °

typical variables that are price/quality rang
tical inteqration (none, partiz

e
i,
-

Product/ Services

Q2.

What are the objectives that must be kept in mind while designing a pricing strategy of a new product?
(RTP, Nov 2018, NA) (MTP1, Nov 2021, 5 Marks) (RTP, May 2023, NA)

For a new product pricing strategies for entering a market needs to be designed. In pricing a really new product 3t 'east three
objectives must be kept in mind.
i) Making the product acceptable to the customers.
i)  Producing a reasonable margin over cost.
iii)  Achieving a market that helps in developing market share.

Distinguish between social marketing and service marketing.
(SA, May 2018, 5 Marks) (MTP1, Nov 2022, 5 Marks) (RTP, Nov 2023, NA)

Social marketing and service marketing are marketing strategies primarily with different orientations.

Social Marketing refers to the design, implementation, and control of programs seeking to increase the acceptability ofa
n for prohibition of smoking of

social ideas, cause, or practice among a target group. For instance, the publicity campaig
encouraging girl child, etc.

e . ] S 3.1
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rvice is any
ay be from

cting to services. Se
g. These m

On the other hand, service marketing is opplying the concepts, tools, and techniques, of mark ishin
) and non-peris

activity or benefit that one party can offer to another that is essentially intangible
business to consumer and from business to business. _/__/

Q4.

Define Augmented Marketing. Give two examples.

(SA, Nov 2018, 2 Marks)
actual products that

h innovative

|
d the core anc
air services, etc. Suc

Augmented Marketing is provision of additional customer services and benefits built aroun
{ levels.

relate to introduction of hitech services like movies on demand, online computer rep
offerings provide a set of benefits that promise to elevate customer service to unprecedentec

Core competence

Qs.

Explain the meaning of core competencies.

(SA, May 2018, 2 Marks)
———
ned as a combination

. ; i !
A core competence is a unique strength of an organization which may not be shared by others. It ;stif)ge capabilities that are
s : e " . jes ar
of skills and techniques rather than individual skill or separate technique. Core competencies the competency should

critical to a business achieving competitive advantage. In order to qualify as a core competence,
differentiate the business from any other similar businesses.

Q6.

‘Value for Money' is a leading retail chain, on account of its ability to operate its business at low costs. The retail chaw;\_mms;;o
further strengthen its top position in the retail industry. Marshal, the CEO of the retail chain is of the view that to achieve the
goals they should focus on lowering the costs of procurement of products.

Highlight and explain the core competence of the ‘Value for Money’ retail chain.

(RTP, Nov 2018, NA) (ICAI Study Material)

- OR

'Speed’ is a leading retail chain, on account of its ability to operate its business at low costs. The retail chain aims to further
strengthen its top position in the retail industry. The Chief executive of the retail chain is of the view that to achieve the goals
they should focus on lowering the costs of procurement of products. Highlight and explain the core competence of the retail

chain.
(MTP2, May 2019, 5 Marks) (RTP, Nov 2020, NA)

A core competence is a unique strength of an organization which may not be shared by others. It is defined as a combination
of skills and techniques rather than individual skill or separate technique. Core competencies are those capabilities that are
critical to a business achieving competitive advantage. In order to qualify as a core competence, the competency should
differentiate the business from any other similar businesses. A core competency for a firm is whatever it does is highly
beneficial to the organisation.

‘Value for Money’ is the leader on account of its ability to keep costs low. The cost advantage that ‘Value for Money' has
created for itself has allowed the retailer to price goods lower than competitors. The core competency in this case is derived
from the company’s ability to generate large sales volume, allowing the company to remain profitable with low profit margin.

Q7.

Rohit Patel is having a small chemist shop in the central part of Ahmedabad. What kind of competencies Rohit can build to

gain competitive advantage over online medicine sellers?
(RTP, May 2019, NA) (ICAIl Study Material)

Capabilities that are valuable, rare, costly to imitate, and non-substitutable are core competencies. A small chemist shop has
a local presence and functions within a limited geographical area. Still it can build its own competencies to gain competitive

advantage. :
Rohit Patel can build competencies in the areas of;

(i) Developing personal and cordial relations with the customers, /"

(i) Providing home delivery with no additional cost.
(iii) Developing a system of speedy delivery that can be difficult to match by online sellers. Being in central part of city, h
, he can

create a network to supply at wider locations in the city.
(iv) Having extended working hours for convenience of buyers.
(v) Providing easy credit or a system of monthly payments to the patients consuming regular medicines

e ————
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? Major core competencies are identified in three areas - competitor differentiation, customer value and application to other

/—‘1,D

o~

markets. Discuss.

(RTP, Nov 2019, NA)
OR

Core competencies provide an edge to a business over its competitors.

(RTP, Nov 2021, NA)
OR

Core competencies provide an edge to a business over its i i

' C < competitors. Discuss. Also, briefl i i
major core competencies are identified. i olatS e stEasut hich
(SA, Jan 2021, 5 Marks)

A core _competence is a unique strength of an organization which may not be shared by others. Core competencie th

capabilities that are critical to a business achieving competitive advantage. In order to qual'ify as a co?e com Stare he
competency should differentiate the business from any other similar businesses. An organization's con?lf’ €n§e. o
technological and managerial know-how, wisdom and experience are a complex set of capabilities and resource:?:;tnc:;

lead to a competitive advantage compared to a competitor.

According to C.K. Prahalad and Gary Hamel, major core competencies are identified in following three areas:

;:ffCompetitor differentiatio.n:‘The Company can consider having a core competence if the competence is upi
i lgult for competitors tovtmltgte. This can provide a company an edge compared to competitors. It allows the company to
provide better products and services to market with no fear that competitors can copy it.

eanditis

2. Customer value: When purchasing a product or service it has to deliver a fundamental benefit for the end customer in order
to be a core 'competence. It will include all the skills needed to provide fundamental benefits. The service or the product has
to' hgve real impact on the customer as the reason to choose to purchase them. If customer has chosen the company without
this impact, then Competence is not a core competence and it will not affect the company’s position.

3. Application of- com ete'encies to other markets: Core competence must be applicable to the whole organisation; it cannot
be qnly one particular skill or specified area of expertise. Therefore, although some special capability would be essential or
crucial for the success of business activity, it will not be considered as Core competence if it is not fundamental from the
whole organization’ s point of view.

Thus, a core competence is a unique set of skills and expertise, which will be used throughout the organisation to open up

potential markets to be exploited.

mitate, and non-substitutable are core competencies. Explain these four specific

QsS. Capabilities that are valuable, rare, costly to i
criteria of sustainable competitive advantage that firms can use to determine those capabilities that are core competencies.
(RTP, May 2020, NA)
OR
There are four specific criteria of sustainable competitive advantage that firms can use to determine those capabilities that
.} are known as core competencies. Explain.
\""_JAsA, May 2022, 5 Marks)

Four specific criteria of sustainable competitive advantage that firms can use to determine those capabilities that are core

competencies. Capabilities that are valuable, rare, costly to imitate, and non-substitutable are core competencies.

i) Valuable: Valuable capabilities are the ones that allow the firm to exploit opportunities_ or avert the threats i_n. its
external environment. A firm created value for customers by effectively using capabilities to exploit opportup:tles.
Finance companies build a valuable competence in financial services. In addition, to make such. competencues as
financial services highly successful require placing the right people in the right jobs. Human capital is important in
creating value for customers. . 1. Beaiiis

i) Rare: Core competencies are very rare capabilities and very f‘?‘f" of the competitors posse?sm Is. Cor?w it
possessed by many rivals are unlikely to be sources of competitive ady@tage for any orf\e 0 thssn;- share% o
advantage results only when firms develop and exploit valuable capabilities that differ from
competitors. . casily. For

iii) Costly to imitate: Costly to imitate means such capabilities that competing fnfrri?ssr::g fl;r:”:t;:;soc;i‘;\;e::r’;’e caapaybility
example: Intel has enjoyed a first-mover adyan?age more than once because (c: s o 10 market well head of the
that brought SRAM and DRAM integrated cur-cunt technology, ang broggth.ttnx;; rFr)\ o dificul to imitate the R&D
competitor. The product could be imitated in due course of time, but i

- 3.3
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Q11. | Tedecom indeshy is gowing st a e cia
sty Iemtiy the capebities that will best serve 25 2 source of competitive advantage for 3 i

| (MTP1. Nov 2015, 5 Marks) (MTP2, May 2022, 5 Marks) (ICAI Study Mat)
for 2 firm over its rivals. Core

competitive advantage &7 = ! o :
cozerd"maﬁng civerse production skills 2nC :ptegratmg
f managerial know-how. wis

—— ———
T Lo

of technological and
: c2n lezd to 2 competitive advanta

<<

iz , : ot Ay i $F avt
{ Mohzn has joined 2s the new CZ0 of XYZ Corporetion and 2 minant technology company in the r.:xt mf
! 2nce 2nd a competitive advantage for XYZ

cies for

: Pl —— o -
Cevelop compstencizs formanagers fora

Comporztion. Mohzn is well zwzre of the
Discuss the four major cherzecteristics of resources znd

dvantzge and its 2bility to ezm profits from it
(SA, Jzn 2021, 5 Marks) (ICAI Study Material)

OR
and z fimm's ability to eam profits from its compstitive advant

age depends on

“Tne sustzinzbility of compstitive advantage
chzracieristics of resources and capebilities”. Explein this statement.
(SA, May 2023, 5 Marks)

X¥Z Corporation is aiming to transform into 2 dominant technology company under the leadership of Mohan, the new CEQ. He
zims to develop competencies for managers for achieving better performance and a competitive advantage for the
corporztion. Mohzn is also well aware of the importance of resources and capabilities in generating and sustaining the
competitive advantage. Therefore he must focus on characteristics of resources and capabilities of the corporation.

The sustzinability of competitive advantage and a firm's ability to earn profits from it depends, to a great extent, upon four

mizjor charecteristics of resources and capabilities which are as follows:

i)  Durability: The penod over which a competitive advantage is sustained depands in part on the rate at which a firm's
resources znd capabilities deteriorate. In industries where the rate of product innovation is fast, product patents are

quite likely to become obsolete. Similarly, capabilities which are the result of the management expertise of the CEQ
are also vulnerable 1o his or her retirement or departure. On the other hand, many consumer brand names have a

highly durable appeal.
Jransferability: Even if the resources and capabilities on which a competitive advantage is based are durable, it is

likely to be eroded by competition from rivals. The ability of rivals to attack position of competitive adva .
on their gaining access 1o the necessary resources and capabilities. The easier it is to tra ¢ advantage relies
capabilities between companies, the less sustainable will be the competitive advantage which i :i er el(‘jesour::es and
i) Imitability: If resources and capabilities cannot be purchased by a would-be imitator, then th asedon th?m_
scratch. How easily and quickly can the competitors build the resources and c.apabumey must be built from
competitive advantage is based? This is the true test of imitability. Where capabiliti s on which a fim's
organizational routines, whose effectiveness depends on the corporate culture, imitation i c;iefts’:nc:ﬁ?mre networks of

ii)
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there is an issue as 10
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ility: Appropriability refers to tt
base. Even where resources and capabiliti
who receives the returns on these resources.

N es are capable of offering sustainable advantane,

SWOT analysis

s a charitable organization for promotion of sports in the country. His organization conducts reqular free

. ?rzrnfnso:ahr:w;nfor youths interested in playing cricket, football, hockey, badminton and so on. Mgny of his \r:.xinees have
reached national level contests. Rohit noticed that with success of IPL (Cricket) tournament there is an increasing trend.to
extend similar format ir. other sports as well. He wishes to know how the development is going help sports and to which
industries it will offer opportunities and threats.

(ICAI Study Material)
With the success of IPL, league matches are taking place in other sports as well. These are held in a grandeur manner
between several teams. For example, league matches in magnificent manner now take place in Football, Kabaddi and Hockey
in India. These events are profit and entertainment driven. These are going to help sports in India by generating interest in
sports, making them more popular, increasing quality of competition and bringing money into sports.
A number of entities and processes are involved in these events from various industries offering opportunities and threats to
them. An opportunity is a favourable condition in the organization’s environment which enables it to strengthen its position.
On the other hand, a threat is an unfavourable condition in the organization’'s environment which causes a risk for, or damage
to, the organization's position. An opportunity is also a threat in case internal weaknesses do not allow organization to take
their advantage in a manner rivals can. It will offer opportunity and threats to the following:
Opportunities

e Stadia.

e Manufacturers of sports goods.

e Media Industry — Sports channels / television, advertisers.

e Hotel Industry linking events with their offerings.
Threats

e Entertainment industry engaged in TV serials, cinema theatres, Entertainment theme parks as competitors will be

fighting for the same viewers/target customers.
e Event Management organization engaged in non-sports events.
Q14. | What is an opportunity?

(RTP, May 2018, NA)
An opportunity is a favourable condition in the organization's environment which enables it to consolidate and strengthen its
position. An example of opportunity is growing demand for the products or services that are offered by the company

Q15. | Write a short note on SWOT analysis.

(SA, May 2018, 3 Marks) (RTP, Nov 2018, NA) (RTP, May 2021, NA) (MTP1, Nov 2023, 5 Marks)
OR
Why is it necessary to do a SWOT analysis before selecting a particular strategy for a business organization?

(MTP1, Nov 2018, 5 Marks)
OR
What is the purpose of SWOT analysis? Why is it necessary to do a SWOT analysis before selecting a particular strategy for a
business organisation? )
(RTP, May 2020, NA) (ICAI Study Material)

An important component of strategic thinking requires the generation of a series of strategic alternatives, or choices of future
strategies to pursue, given the company's internal strengths and weaknesses and its external opportunities and threats. The

comparison of strengths, weaknesses, opportunities, and threats is normally referred to as SWOT analysis.

(a) Strength: Strength is an inherent capability of the organization which it can use to gain strategic advantage over its
competitor.

(b) Weakness: A weakness is an inherent limitation or constraint of the organisa
it.

(c) Opportunity: An opportunity is a favourable condition in the external environment which ena

position.

tion which creates strategic disadvantage to

bles it to strengthen its
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SWOT analysis helpa managera 1o cralt a business model (or models) th
for gyOT an

advantage in ita industry (or Industiles)  Competitive advantage leads o Increase

company's chancen of surviving in the fast-changing, competitive envitonment. Key reasont
e It provides a logleal framowork
e It presents a comparative account
e Itguides the atrategiast in strategy Identification -
N ) na highway in Indi
Q16 | STU's Assoclation with India goes back to 1967, when It played a key role in constructing :tr‘:cs:{):‘;) rglow it iz looking at
spreading over multiple states. Since then, [t Is contributing In many ways to the cmmftzlﬂo(:;:(‘munmes and Threats that the

playing an active role in the key projects taken up by the central goyernment. Suggest a
company should consider,

(SA, Dec 2021, 5 Marks)
ion system to track
information System
' iews its strength and

ceti
Faced with a constantly changing environment, each business unit needs to develop a mark tlngac ifiles

trends and developments, which can be categorized as an opportunity or a threat. The Com'pa;J/OT analysis
o ce . i ization's . F
weakness in the background of environment’s opportunities and threat, I.e., an organization's wing are the potential

llo
STU is looking at playing an active role in the key projects taken up by the central government. Fo

opportunities and threats 1o STU:

Potential STU's Opportunities: st its competitive
e Alliances or joint ventures with central government that expand the STU’s market coverage or boosti =
capability.
* Possibilities of working on the future projects of central government.
*  Serving additional customer groups or expanding into new geographic markets.
» Utilizing existing company skills or technological know-how to enter new projects.

*  Openings 1o take market share away from rivals.
e Openings to exploit emerging new technologies.
* Integrating forward or backward

Potential STU's Threats:

*  Due to COVID-19 pandemic, companies can have face the lockdown situation,

® Economic factors such as recession etc.

* Likely entry of potent new competitors.

Technological changes/innovations in construction equipment.
e  Costly new regulatory requirements.

e  Growing bargaining power of suppliers.

e Vulnerability to industry driving forces.

Michael Porter’s Generic Strategies

Q17. | Write a short note on Advantages of Cost leadership strategy,
(RTP, May 2018, NA) (MTP1, Nov 2018, 5 Marks)

A cost leadership strategy may help to remain profitable in the presence of rivalry, new entrants, suppliers' power, substitute

products, and buyers' power.
i) Rivalry - Competitors are likely to avoid a price war, since the low cost firm wi i
5 ' will con
competitors compete away their profits. tinue to earn profits after
iy Buyers - Powerful buyers/customers would not be able to exploit the i )
S et P cost leader firm and will continue to buy jts
iii)  Suppliers = Cost leaders are able to absorb greater Price increases before it myst raise price to custo
: Entsants - Low cost leaders create barriers to market entry through its continuoys focus on efﬂcie:;ers. ;
Y and reducing

costs.

iv)

————
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—
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v)  Substitutes — Low cost leaders are more likely to lower costs to induce customers 10 stay with their product, invest to

develop substitutes, purchase patents.

\

Q18. | Airlines industry in India is highly competitive with several players. Businesses face severe competition and aggressively
market themselves with each other. Luxury Jet is a private Delhi based company with a fleet size of 9 small aircrafts with
seating capacity ranging between 6 seats to 9 seats. There aircrafts are chartered by big business houses and high net worth
individuals for their personalised use. With customised tourism packages their aircrafts are also often hired by foreigners.
Identify and explain the Michael Porter's Generic Strategy followed by Luxury Jet.

(RTP, May 2018, NA) (RTP, Nov 2020, NA) (RTP, Nov 2022, NA) (ICAI Study Material)

T_he Airlipes industry faces stiff competition. However, Luxury Jet has attempted to create a niche market by adopting focused
differentiation strategy. A focused differentiation strateqy requires offering unique features that fulfil the demands of a
narrow market.

Luxury. Je} f:ompete in t.he market based on uniqueness and target a narrow market which provides business houses, high net
wprth individuals to maintain strict schedules. The option of charter flights provided several advantages including, flexibility,
pr_:vacy,~ Iu>.(ury and many a times cost saving. Apart from conveniences, the facility will provide time flexibility. Travelling by
private jet is the most comfortable, safe and secure way of flying your company's senior business personnel.

Chartered services in airlines can have both business and private use. Personalized tourism packages can be provided to
those who can afford it.

Q19. | Distinguish between cost leadership and differentiation strategies.

(MTP1, May 2018, 5 Marks) (RTP, Nov 2018, NA) (MTP1, May 2020, 5 Marks) (RTP, Nov 2020, NA) (MTP1, Nov 2020, 5
Marks) (ICAI Study Mat)
Cc?st lead?r-ship .emphasizes producing standardized products at a very low per-unit cost for consumers who are
Price-sensitive. Differentiation is a strategy aimed at producing products and services considered unique industry wide and
directed at consumers who are relatively price - insensitive. '
A primary rea‘son for pursuing forward, backward, and horizontal integration strategies is to gain cost leadership benefits. But
cpst Iea('jer.shrp geqerally must be pursued in conjunction with differentiation. Different strategies offer different degrees of
dlffereqtlatlon. A differentiation strategy should be pursued only after a careful study of buyers’ needs and preferences to
dgtermme .the feasibility of incorporating one or more differentiating features into a unique product. A successful
differentiation strategy allows a firm to charge a higher price for its product and to gain customer loyalty.
Q20. | Discuss differentiation strategy? How is it achieved?
(MTP2, May 2018, 3 Marks) (SA, May 2019, 5 Marks)
OR
What do you mean by differentiation strategy? How is it achieved?
(MTP1, Nov 2022, 5 Marks) '
Differentiation strategy is aimed at broad mass market and involves the creation of a product or service that is perceived by
the customers as unique. The uniqueness can be associated with product design, brand image, features, technology, cealer
network or customer service. Because of differentiation, the business can charge a premium for its product.
Differentiation strategy should be pursued only after a careful study of buyers' needs and preferences to determina the
feasibility of incorporating one or more differentiating features into a unique product that features the desired attiibotes.
To achieve differentiation, following measures can be adopted by an organization:
1. Offer utility for the customers and match the products with their tastes and preferences.
2. Elevate the performance of the product.
3. Offer the promise of high quality product/service for buyer satisfaction.
4. Rapid product innovation.
5. Taking steps for enhancing image and its brand value.
6. Fixing product prices based on the unique features of the product and buying capacity of the customer.
21. | Explain the meaning of cost leadership strategy.

(RTP, Nov 2018, NA)
gies. A successfu! cost leadership strategy

he relative attractiveness of generic strate \ =
A number of cost elements affect the g o A waste seductian. The |

usually permeates the entire firm, as evidenced by high efficiency, low overhea
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competitive advantage

S i tainable
leadership should be such that no competitors are able to imitate so that it can result in sus

to the cost leader firm. e

ex is we

Q22. | Gennex is a company that designs, manufactures and sells computer hardware and s_oflwarle.aclise:f;pends on res?arbclg V?“r:ﬂ
innovative products that has helped the company to have advantage over its e o1 Ziuc: that are not gvalla ok
development and concerned with innovative softwares. Often the unique features of their pro sist;an“Y gaining its posi

their competitors helps them to gain competitive advantage. Gennex using the strategy is con

the industry over its competitors. +ive advantage.
Identify and explain the Porter's generic strategy which Gennex has opted to gain the competiti

(RTF, Nov 2018, NA) (MTP2, May 2019, § Marks) (ICAI Study Material)

adership,

. ses: cost le
According to Porter, strategies allow organizations to gain competitive advantage from three different ba
differentiation, and focus. Porter called these base generic strategies. _ ustomer value and quality.
Gennex has opted differentiation strateqy. Its products are designed and produced to give th? cd stry. Highly differentiated
] They are unique and serve specific customer needs that are not met by other companies in the indu . }naking higher profits

and unique hardware and software enables Gennex to charge premium prices for its products henc

and maintain its competitive position in the market. rvice that is perceived by
Differentiation strategy is aimed at broad mass market and involves the creation of a product of semres technology, dealer
the customers as unique. The uniqueness can be associated with product design, brand image, fea !

network or customer service.

: i i rofits
Q23. [ Sohan and Ramesh are two friends who are partners in their business of making biscuits. Sohan behe;zr:e;ﬂha‘sg\?v:ver of
through selling more volume of products. Hence, he believes in charging lesser price to the customers. i th'e product to
the opinion that higher price should be charged to create an image of exclusivity and for this, he proposes
undergo some change.
Analyse the nature of generic strategy used by Sohan and Ramesh.

(SA, Nov 2018, 5 Marks) (ICAI Study Material)

Considering the generic strategies of Porter there are three different bases: cost leadership, differentiation and focus. Sohan
and Ramesh are contemplating pricing for their product. . .
Sohan is trying to have a low price and high volume are thereby trying for cost leadership. Cost leadership emphasizes
Producing standardised products at a very low per unit cost for consumers who are price sensitive. o
Ramesh desires to create perceived value for the product and charge higher prices. He is trying to adopt differentiation.
Differentiation is aimed at producing products and services considered unique industry wide and directed at consumers who

are relatively price insensitive.

Q24. | What do you understand by cost leadership? How is it achieved?

(RTP, May 2019, NA)
OR

Write a short note on the concept of cost leadership strategy and how to achieve it.
(SA, Nov 2019, 5 Marks) (RTP, May 2021, NA)

A successful cost leadership strategy usually permeates the entire firm, as ev%nced by high efficiency, low overhead, limited

perks, intolerance of waste, intensive screening of budget requests, wide spans of control, rewards linked to cost containment
and broad employee participation in cost control efforts. Some risks of pursuing cost leadership are that competitors may

imitate the strategy. . N HTRL
To achieve cost leadership, following are the actions that could be taken: (—a

a) Forecast the demand of a product or service promptly.

b) Optimum utilization of the resources to get cost advantages.

) Achieving economies of scale leads to lower per unit cost of product/service.

d) Standardisation of products for mass production to vield lower cost per unit,

e) Investin cost saving technologies and try using advance technology for smart working.
f) Resistance to differentiation till it becomes essential,

O Gmikel paiy |, T po et o ) g
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Infant care is a successful store chain that caters products for expectant mothers and new moms. They offer everything from

nursing classes to strollers, toys, infant clothes, diapers and baby furniture Due to a one stop shop for infants, they are
charging a premium for its products. Identify and explain how the strategy adopted by infant care

(MTP1, May 2019, 5 Marks) (ICAI Study Material)

strateqy. A one-stop shop is a benefit for this type of customer s, secking convenience

Infant care is opting for differentiat
in a time. Infant care is catering the products only related to infants that is perceived by the customers as unique Beceuse of

differentiation, the Infant care is ({hmging a premium'for its product

Q2s.

A century-old footwear company "Mota Shoes” had an Image of being the footwear choice for formal occasions In an
attempt to reinvent its brand, it tied up with a foreign footwear giant "Buffrine” to manufacture and sell its Hideseek brand in
'the country. Putting its best foot forward, it launched extra soft, casual and relaxed footwear for young. Aiming at a brand and
image makeover the "Mota Shoes” decided to price the Hide Seek products at premium. What kind of Michael Porter business

level strategy is being used by "Mota Shoe company”? State its advantages.
(RTPR, Nov 2019, NA) (ICAI Study Material)

Mota shoes is trying to use differentiation. This strategy is aimed at broad mass market and involves the creation of a
grodugt or service that is perceived by the customers as unique. The uniqueness can be associated with product design,
rand image, features,technology, dealer network or customer service. Because of differentiation, the business can charge a

premium for its product.
A differentiation strategy has definite advantages as it may help to remain profitable even with rivalry, new entrants, suppliers

power, substitute products, and buyers' power.
Rivalry: Brand loyalty acts as a safeguard against competitors. It means that customers will be less sensitive to

i)
price increases, as long as the firm can satisfy the needs of its customers.
i) Buyers: They do not negotiate for price as they g_e_t__s_p_gagl_feaj(_uzes and also they have fewer options in the market
iii) Suppliers: Because differentiators charge a premium price, they can afford to absorb higher costs of supplies and
customers are willing to pay extra too.
iv) New entrants: Innovative features are expensive to_copy. So, new entrants generally avoid these features because it

is tough for them to provide the same product with special features at a comparable price.

V) Substitutes: Substitute products can't replace differentiated products which have high brand value and enjoy
customer loyalty. .

Q27.

‘Coffee Beans’ is a coffeehouse chain that operates across the globe in different countries. ‘Coffee Beans' has adopted a
strategy to build business by establishing product uniqueness or qualities and gain competitive advantage based on features

of its offerings in coffee business. Which type of strategy ‘Coffee Beans' has adopted?

(MTP1, Nov 2019, 5 Marks)

Coffee Beans is opting for differentiation strategy. This strategy is aimed at broad mass market and involves the creation of a
product or service that is perceived by the customers as unique. The uniqueness can be associated with product design,

brand image, features, technology, dealer network or customer service. Because of differentiation, Coffee Beans can charge a

premium for its product.

Q28.

A differentiation strategy may help to remain profitable-even with rivalry, new entrants, suppliers’ power, substitute products,

and buyers’ power. Explain.
(RTP, May 2020, NA)

A differentiation strategy may help to remain profitable even with:-rivalry, new entrants, suppliers’ power, substitute products,

and buyers’ power. .
cts as a safeguard against competitors. It means that customers will be less sensitive to price

1. Rivalry - Brand loyalty a
increases, as long as the firm can satisfy the needs of its customers.
features and also they have fewer options in the market.

Buyers — They do not negotiate for price as they get special
e a premium price, they can afford to absorb higher costs of supplies and

2.

3. Suppliers - Because differentiators charg
customers are willing to pay extra too. . N

4. Entrants - Innovative features are an expensive offer. So, new ertrants generally avoid these features because it IS
tough for them to provide the same product with special features at a comparable price. .

5. Substitutes — Substitute products can't replace differentiated products which have high brand value and enjoy customer
loyalty.
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actures soft drinks
holding 35 percent m
ssful trial and approv

Q29 | ABC Ltd. is a beverage manufacturing company. It chiefly manuf
which has made the company a leader in the business. Currently it is

developed a formula for manufacturing sugar free beverages. On succe n
' o f s any is the pioneer to lau customers. These

company was granted to manufacture sugar free beverages This company o class © ; ot
- ' accepted widely bY ¢ ABC Ltd. and mention W

which are sold at a relatively higher price. This new product has been gy
products have proved profitable for the company. Identify the strategy employed by the €O p

measures could be adopted by the company to achieve the employed strateqgy.

|

(SA, Nov 2020, 5 Marks) _
; eadership,
tage from three different bases: cost |

According to Porter, strategies allow organizations to gain competitive advan

differentiation, and focus. Porter called these base generic strategies.

ABC Ltd has opted Differentiation Strateqy The company has invested huge amount in‘R

manufacturing sugar free beverages to give the customer value and quality. They are plo
| needs that are not met by other companies in the industry. The new product has been -ac

Differentiated and unique sugar free beverages enable ABC Ltd. to charge relatively higher P

making higher profits and maintain its competitive position in the market. o strategy iS aimed at broad
{ Sugar free beverage of ABC Ltd. is being accepted widely by a class ofcus.tomers. Dmeretn(:::g?snas unique. The uniqueness
| mass market and involves the creation of a product or service that is perceived by the cquk D customer service.

can be associated with product design, brand image, features, technology, and dealer netw

& D and developed a formula for
neer and serve specific customir
cepted by @ class of customers.
ice for its products hence

Achieving Differentiation Strategy
To achieve differentiation, following strategies are generally adopted by an organization:

Offer utility to the customers and match products with their tastes and preferences.

1
2. Elevate/lmprove performance of the product.

3. Offer the high-quality product/service for buyer satisfaction.

4. Rapid product innovation to keep up with dynamic environment.
5.
6.

Taking steps for enhancing brand image and brand value.
Fixing product prices based on the unique features of product and buying capacity of the customer.

on in the IT sector, Spacetek deals with distinctive

Q30. | Spacetek Pvt. Ltd. is an IT company. Although there is cut throat competiti . e
niche clients and is generating high efficiencies for serving such niche market. Other rival firms are not attempting
d also explain the advantages and

specialize in the same target market. Identify the strategy adopted by Spacetek Pvt. Ltd. an

disadvantages of that strategy.
(SA, Jan 2021, 5 Marks) (MTP1, Nov 2021, 5 Marks)

Spacetek Pvt. Ltd. company has adopted Focus strategy which is one of the Michael Porter’s Generic strate
strategies are most effective when consumers have distinctive preferences or requirements and when rival firms are not
attempting to specialize_in the same target segment. An organization using a focus strategy may concentrate on a particular

/

group of customers, geographic markets, or on particular weie_gments in order to serve a well-defined but narrow
market better than competitors who serve a broader market.

gies. Focus

Advantages of Focus Strategy
Premium prices can be charged by the organizations for their focused product/services.

1.
2. Due to the tremendous expertise about the goods and services that organizations following focus strategy offer, rivals

and new entrants may find it difficult to compete.

Disadvantages of Focus Strategy
1. The firms lacking in distinctive competencies may not be able to pursue focus strategy.

2. Due to the limited demand of product/services, costs are high which can cause problems.
3. In the long run, the niche could disappear or be taken over by larger competitors by acquiring the same distinctive

competencies.

Q31. | X-Olympus is a gaming software company specializing in developing games f ; )
facing stiff competition due to saturation of market and prics vga?s, whicfo1r IfaBsoxeiggsgslgssft:\t/?rn?ﬁ(;”:s T]Cl).mpany i
dependence on gaming console manufacturers. Thereby, the company desires to establish a competiti dlg ight their
industry rivals by enhancing the gaming experience by expanding into Edge-Cloud Gaming Service petitive a vantage. over
basis. This service offering does not require dedicated gaming consoles yet provide CUstome:;n :argzntlzly subscription
streaming in 4K

21N

Neeraj Arora | www.edu91.0rq



? Compiled by Neeraj Arora and TEAM
ues

tion Bank - chapter 3

—_—

‘ ( S . om yrice wars and
r luti t na \Dk‘ range of ames to select from This move 1S expe ted to "1.»”'1“(' X 0|yl”plls “ ‘
esolution with an an ahg Q ] 8 e |

2
provide a competitive advantage. Identify and explain the generic strategies adopted by X-Olympus?
(MTP1, May 2021, 5 Marks)

it ‘ 5SS C0S dership,

According to Porter, strategies allow organizations to gain competitive advantage from three different bases: cost leadership
differentiation. and focus. Porter called these base generic strategies .

: i o ) 1 \

X-Olympus is facing cutthroat competition due to saturation of market and price wars as there is no clear Iondfvr out odt €

numerous compctifms. For this, the strateqy adopted by X-Olympus is Product Differentiation by introducing a unique pro uct
1o cater the customer needs at a lesser cost which would insulate it from the fierce competition and never-ending price wars

Q32. | Explain in brief the various basis of differentiation strateqy.
(RTP, Nov 2021, NA) (MTP1, May 2023, 5 Marks) (RTP, Nov 2023, NA)

There are several basis of differentiation, major being: Product, Pricing and Organization.

Product: Innovative products that meet customer needs can be an area where a company has an advantage over competilqrs.
However, the pursuit of a new product oifering can be costly research and development, as well as production and marketing
costs can all add to the cost of production and distribution. The payoff, however, can be great as customer's flock to be
among the first 1o have the new product.

Pricing: It fluctuates based on its supply and demand and may also be influenced by the customer’s ideal value for a prodgct.
Companies that differentiate based gn-productyprk:e can either determine to oﬁg_the/lowest price or can attempt to establish
superiority through higher prices. g '

Organisation: Organisational differentiation is yet another form of differentiation. Maximizing the power of a brand or using
the specific advantages that an organization possesses can be instrumental to a company’s success. Lg\c_a,tign_,adyam:;\ge,
name recognition and customer loyalty can all provide additional ways for a company differentiate itself from the competition.

Q33. | BHAVNAV is a business which makes and sells laptop computers in France. In recent years it has been struggling to compete
with its rivals and has seen a significant fall in its market share. BHAVNAV’s managers identify that majority of its products

launched by BHAVNAV's rivals were high specification, with good quality materials and many innovative design features.

Products with inferior quality, such as those sold by BHAVNAV have not sold well in France. This information led BHAVNAV's

management team to decide to select a new business strategy based on Porter's Generic Strategic Model. Identify and

suggest the best business strategy BHAVNAV's management has to opt for?

(MTP2, Nov 2021, 5 Marks)

According to Porter, the three different business strategies are: cost leadership, differentiation, and focus. Porter called these
base generic strategies.

The information about competitor activities indicates that the market is uninterested in low-cost items, so a cost leadership

approach is unlikely to be successful for BHAVNAV. It is suggested to adopt a differentiation strategy and find some way of
enabling its laptops to stand out from its rivals. E :
Differentiation strategy is aimed at broad mass market and involves the creation of a product or service that is perceived by

the customers as unique. The uniqueness can be associated with product design, brand image, features, technolegy, dealer
network or customer service.

Q34. | Inspite of high commodity inflation, shortage of components and the threat of a third wave of Covid-19 pandemic in India,
manufacturers of packaged goods, home appliances and consumer electronics are expecting the business to grow by 12 to
25 percent in the coming months. After one and a half years of disruption, manufacturers are now confident about managing
their inventories better, keeping their supply channels well stocked and preparing themselves to minimalize the impact of any
covid related restrictions even as they gear up for the festive season, which usually accounts for 25 to 30 percent of their
yearly sales.
The home appliances sector could be an example. After a dismal April-June quarter in the year 2021, producers of air
conditioners, refrigerators and washing machines are expecting their business to grow by 15-20 percent in the months to
come. All the companies operating in the sector have geared up to grab the opportunities available in the market.
A leading company in the home appliances domain, XXP India, is planning to launch various innovative product designs and
offer loyalty programmes to lure consumers.

With reference to Michael Porter's generic strategies, identify which strategy XXP India has planner for? Explain how this
strategy will be advantageous to the company to remain profitable?

(SA, Nov 2021, 5 Marks)
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ge from three different bases: c

innovative product

[Accordmg to Michael Porter, strategies allow organizations to gain competitive advanta
| leadership, differentiation. and focus Porter called these base generic strategies
!XXF-‘ India Ltd has planned for Differentiation_Strateqy The company is planning t0 !
| designs and offer loyalty programmes to lure customers

| Differentiation strategy should be pursued only after a careful study of buyers’ needs and prefer
i feasibility of incorporating one or more differon(inting features into a unique product that (catt:(es ts
I successtul differentiation strategy allows a firm to charge a higher price for its product and to gain cu
[ consumers mzay become strongly attached to the differentiated features

aunch various

ences to determine the
he desired attributes. A
tomer loyalty, because

' Advantages of Differentiation Strategy -
‘ | alry, new entrants. suppliers’ power,

A differentiation strateqy may help an organisation to remain profitable even with riv
sitive to

customers will be less sen

substitute products, and buyers’ power.
1. Rivalry - Brand loyalty acts as a safeguard against competitors. It means that

price increases, as long as the firm can satisfy the needs of its custormers.
Buyers - They do not negotiate for price as they get special features, and they have fe
to absor

Suppliers — Because differentiators charge a premium price, they can afford

wer options in the market.
b higher costs of supplies as

eitis

woN

the customers are willing to pay extra too. becaus
i g " s bec
4. Entrants - Innovative features are an expensive offer. So, new entrants generally avoid these feature
tough for them to provide the same product with special features at a comparable price.

. : d enjo
Substitutes — Substitute products can't replace differentiated products which have high brand value and enjoy

customer loyalty.
I
mpanies on how to set

|
A business consultancy firm specializes in environment management consultancy. It advises client co
nvironmental costs. A large part

Q35.
up environmental management accounting systems. For measuring recording and analyzing € :
o h 0 “ have achieved an international
firms do not do. The firm also

of its business involves performing environmental audits to check whether companies
assurance standard in environmental management; this is something that rival consultancy g
carries out other management consultancy projects for client, but these make up only a small proportion of its total annual
fee income. Identify the strategy categories by Michael-Porter which best describes the strategy of this firm.

(RTP, May 2022, NA)
firm is pursuing a focus
hin this chosen market

! By concentrating mainly on the ‘market’ for consultancy services in environmental management, the
strategy. By offering audit services, which rival firms do not, this indicates a differentiation strategy wit
niche. Hence, the firm is following Focus differentiation strategy.

A focused differentiation strategy requires offering unique features that fulfil the demands of a narrow market. Similar to
chused low-cost strategy, narrow markets are defined in different ways in different settings. Some firms using a focused
differentiation strategy concentrate their efforts on a particular sales channel, such as selling over the internet only. Others

target particular demographic groups. Firms that compete based on uniqueness and target a narrow market are following a

focused differentiations strategy.

Q36. | A private Mor_neyload Ltd. Bank that targets high worth individuals. They offer a premium service with many additional and
personal services not normg”y available through other banks. They charge a significant annual fee for these services. The
company makes full use of information technology throughout its operations in order to minimize costs. Identify and explain

the generic strategy adopted by Moneyload Ltd. Bank?
(MTP1, May 2022, 5 Marks)
According to Porter, strategies allow organizations to gain competitive advantage from three different bases: cost leadership,

differentiation, and focus. Porter called these base generic strategies.
Moneyland Ltd Bank targets a narrow segment of the market, offering unique and desirable products. The bank will want to

keep its costs under control, but it will not reduce costs at the ex i i

‘ inder ol, : penses of reducing the quality level m i

it offers. By maintaining high quality levels, it will still be able to charge a premium for itsqserviies T:uosf tt?mee (:~::ltjrsattc:ag;/e ;Zt;rvtlcs
‘ j pte

by Moneyland Ltd. Bank is Focused Differentiation.
| the demands of a narrow market. Some firms

A focused differentiation strategy requires offering unique features that fulfi

using a focused differentiation strategy concentrate their efforts i

‘ ' on a particular sales i

internet only. Others target particular demographic groups. Firms that compete based o:huanr;gsgniuscshaiz f: "m? Yol
rget a narrow

market are following a focused differentiations strategy.

Q37.
advantage in the business? Discuss.

(MTP2, Nov 2022, 5 Marks)
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According to Porter, strategies allow organizations 10 gain competitive advantage from thiee different bases, cust leadersing
differentiation, and focus These bases form diffetent generic steateqgics as (ollows

e Cost leadership emphasizes producing stavdardized products a1 a very low per-unit cost for consurmners Wi e
price-sensitive It frequently results from productivity increases and aggressive pursuit of cost reduction thregugh s the
development, production, marketing, and distribution processes. It allows a fiem 1o earn hgher profng g se
competitors

e Differentiation is a strateqy aimed at producing products and services considered unique industry wide and dieted
consumers who are relatively price-insensitive. 1t concerns with distinquiching a produst/sersee frgm gt of gy
competitors through unique design features, technological leadership, unique uses of products and sttty es les gz ay
environmental impact and customer service, '

¢ Focus means producing products and services that fulfill the specific needs of small groups of consumers 1t evolves
selecting or focusing a market or customer segment in which to operate -

Q38. QUiCI.\ N Sturdy Inc., a mullil't:‘llionnl company, is undergoing feasibility study to introduce new lurury z0d sports car for
specific QFOUD of customers. The product is meant for customers with distinctive preferences and specizl requrements The
product is not a standard one and as such the target market is also narrow. Company knows that demsnd for the produrst o
large enough lp bt:.‘ profitable for the company, but small enough 1o be ignored by other major industey players. The compzny
;;"Gn:\stto position itself in the niche market with the prime consideration to offer unique features in the product for the zrget

arket. 2
IQ the given situation, identify the generic strategy as suggested by Michael Porter. Alzo state the zdvznizges and
disadvantages of such strategy.
(SA, Nov 2022, 5 Marks)
Some ﬁrrps using a focused differentiation strategy concentrate their efforts on a particular sz'es chzn
over the internet only. Others target particular demographic groups. Firms that compete based on uniguzn
narrow market are following a focused differentiations strategy.
Advantages of Focus Strategy
1. Premium prices can be charged by the organizations for their focused product/services.
2. Due to the tremendous expertise about the goods and services that organizations following focus strztzgy offzr,
rivals and new entrants may find it difficult to compete.
Disadvantages of Focus Strategy
1. The firms lacking in distinctive competencies may not be able to pursue focus strategy.
2. Due to the limited demand of product/services, costs are high which can cause problems.
3. In the long run, the niche could disappear or be taken over by larger competitors by acquiring the samsz distntive
competencies.
Q39. | What is cost leadership strategy? Under what circumstances an organization can gain competitive advantages from cost
leadership strategy? Is there any risk in pursuing cost leadership strategy?
(SA, Nov 2022, 5 Marks)
Cost leadership strategy emphasizes producing standardized products at a very low per-unit cost for consumers wno 272
price-sensitive. It frequently results from productivity increases and aggressive pursuit of cost reduction 1hroLgnoLt Ihe
development, production, marketing, and distribution processes. It allows a firm to earn higher profits 1nan s COMPELIOS
The circumstances in which an organization can gain competitive advantages from cost leadership strategy ars:
e when the market is composed of many price-sensitive buyers.
e when there are few ways to achieve product differentiation.
e when buyers do not care much about differences from brand to brand.
e when there are a large number of buyers with significant bargaining power. ,
. -~ 1 of the markst
The basic idea is to underprice competitors and thereby gain market share driving some of the competitors out of the
Some risks of pursuing cost leadership are:
e that competitors may imitate the strategy, therefore driving overall industry profits down
e that technological breakthroughs in the industry may make the strategy ineffective;
o that buyer interests may swing to other differentiating features besides price.
- zlztng
i 01 in the grocery retail sector gue {0 ESCE=S
Q40. | BudgetSmart Retailers, a renowned supermarket chain, facgd fierce competition in thha%eng er)é e arofitability amidst the
' ; isi ts from rent, labor, and inventory management C
operational expenses. Rising cos : Y _ S
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ized their supply ghau‘;
raced lean operationa

i im
emergence of discount stores and online competitors. To counter this, BudgetSmart Retailers opt :
customer service

through bulk procurement, revamped store layouts for cost efficiency and customer experience, gmb .
practices to minimize waste, and conducted comprehensive staff training to boost productivity a
cfficiency

Identify and explain the strategy adopted by BudgetSmart Retailers to enhance the profitability.

(MTP1, Nov 2023, 5 Marks)

itive grocery retail
Budqget Smart Retailers adopted a cost leadership strategy to enhance profitability in the fiercely Cornae;'fuc‘:l:)gs? reducytion in
sector Itis a low-cost competitive strategy that aims at broad mass market. It requires vigorous pursu in overhead costs.
the areas of procurement, production, storage and distribution of product or service and also economlefsigf competitors and
Because of its lower costs, the cost leader is able 1o charge a lower price for its products than mosYOLES
stilt eain satisfactery profits ds. allowing them to
By n=gotiating bulx procurement deals with suppliers, BudgetSmart Retailers lowered their cost of goo.,-s' tion and product
offer competitive piices 10 customers. The revamping of store layouts aimed to maximize §pace K |Z'?1ci les minimized
placement, reducing operational costs and improving the overall shopping experience. Embracing I.ean D"ff trzining boosted
weste in the supply chain, reducing unnecessary expenses and improving efficiency. Comprehensive sta tisfaction
J emiplovee productivity and customer service efficiency, contributing to cost reduction and enhanced customer S ’

Best Cost Provider Strategy

Q41 Explain Best-cost provider strategy.
(RTP, May 2018, NA)

- - r
Best-cost provider strategy involves providing customers more value for the money by emphasizing low cost and bette

’, quality difference. It can be done: i d

| (a) through offering products at lower price than what is being offered by rivals for products with comparable quality an

! features or

; (b) charging similar price as by the rivals for products with much higher quality and better features.

!
!

Q42 | Domolo is a premium cycles and cycling equipments brand which targets high spending customer with a liking for quality ?"d
brand name. Their cycles range from rupees fifteen thousand to rupees one lac. The recent trend of fitness through cycling
has created humongous demand for cycles and peripherals like helmets, lights, braking systems, fitness applications, etc. ’Ithe
customer base has grown 150% in the last three months. Mr. Vijay, who is an investor wants to tap in this industry and bring
about cheaper options to people who cannot spend so much. Which business level strategy would best suit for Mr. Vijay's
idea and what are the major substrategies that can be implemented to capture maximum market?

(MTP2, May 2021, 5 Marks) (MTP2, May 2022, 5 Marks) (RTP, May 2023, NA)

The Best Cost Provider strateqy would ensure a better reach to the not so affluent customers and provide them with good
quality cycles and equipments, thus tapping in on the increasing trend of cycling.
Twe sub-strategies that can be implemented are:

1. Offering lower prices than rivals for the same quality of products

2. Charging same prices for better quality of products
The idea of Mr. Vijay is to provide almost same quality of products in terms of functionality if not so in terms of branding, to
customer who do not have huge sums of money to pay. Thus, sub- strategy number one, offering lower prices for almost
same quality should be implemented to become the best cost provider of cycles and related equipments in the market.

Part IlI: Correct/lncorrect Questions

Q1. Competitive strategy is designed to help firms achieve competitive advantage.
(RTP, Nov 2018, NA)

The statement is correct.
Competitive strategy is designed to help firms achieve competitive advantage. Having a competitive advantage is necessary
for a firm to compete in the market. Competitive advantage comes from a firm's ability to perf iviti

: » orm activit ;
than its fivals. 'es more effectively
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Chapter 4 - Strategic Choices

Part I': Descriptive Questions
Corporate Strategy

Qi Explain the meaning of Directional Strategy.
(SA, May 2018, 2 Marks)
ggglil'OQTC":I;::S‘&';;‘OQ'i?o(‘ﬁ:':g g')mn: Strategies, provide basic directions for strategic actions towards ;Chi?\;ji"g strategtic
:‘"at(‘gies a \ﬁrm éan ;dom ha‘\i:tf)ee?\t (1::110 Corpmtate el €0 81e eled kr-‘ovfm as.c.orporate st.rateglets ncsn;::r:imfans
s assified into four broad categories: stabhility, expansion, retre , a
combination.
Q2. ;&BC Ltd. intends to grow its business. Its top management argues that its ‘Corporate Strategy’ will ensure the growth of the
rm. Do you agree with the top management'’s argument? Give reasons.
(MTP2, May 2023, 5 Marks) (MTP2, Nov 2023, 5 Marks)
Yes, agreeing with the top management's argument. Corporate strategy is basically the growth design of the firm; it
spells out the growth objective- the direction, pace and timing of the firm's growth. It also spells out the strategy for
achieving growth. Corporate strategy ensures the growth of the firm because of the following arguments:
* It ensures the correct alignment of the firm with its environment. It also serves as the design for filling the
Strategic planning gap.
. ft_gives importance to the combination, Sequence, timing, direction and depth of various moves and action
initiatives taken by managers to handle environmental uncertainties and complexities.
e It helps build the relevant competitive advantages for the firm. Masterminding and working out the right fit
between the firm and its external environment.
* ltis to harness the opportunities available in the environment, countering the threats embedded therein.
Stability
Q3. What is stability strategy? What are the reasons to pursue stability strategy?
(RTP, Nov 2019, NA) (RTP, Nov 2023, NA)
One of the important goals of a business enterprise is stability to safeguard its existing interests and strengths, to pursue
well established and tested objectives, to continue in the chosen business path, to maintain operational efficiency on a
sustained basis, to consolidate the commanding position already reached, and to optimise returns on the resources
committed in the business. A stability strategy is pursued by a firm when:
¢ It continues to serve in the same or similar markets and deals in same or similar products and services.
e The strategic decisions focus on incremental improvement of functional performance.
Major reasons for stability strategy are as follows:
¢ Aproduct has reached the maturity stage of the product life cycle.
s ltislessrisky as it involves less changes and the staff feels comfortable with things as they are.
e Theenvironment faced is relatively stable.
e  Expansion may be perceived as being threatening.
e Consolidation is sought through stabilizing after a period of rapid expansion.
Q4. Justify the statement “Stability strategy is opposite of Expansion strategy".
(RTP, May 2021, NA) (MTP 1, May 2021, 5 Marks)
Stability Strategies, as name suggests, are intended to safeguard the existing interests and strengths of business. It involves
organisations to pursue established and tested objectives, continue on the chosen path, maintain operational efficiency and
50 on. A stability strategy is pursued when a firm continues to serve in the same or similar markets and deals in same
products and services. In stability strategy, few functional changes are made in the products or markets, however, it is not a
‘do nothing’ strategy. This strategy is typical for mature business organizations. Some small organizations also frequently
use stability as a strategic focus to maintain comfortable market or profit position.

Neeraj Arora | www.edu91.orq :

-



Question

—_—

Compilled liy Heeraf Areita andd TEA1A
Bank - Chapter 4

r;the other hand, expansion strateqgy is aggressive stateqy as it involves redefining the business by adding W s of
business substantially, increasing efforts of the cutrent business (n this sense, it becomes "lue GEROANE O & slability slrateg,
Expansion is a promising and popular strateqgy that tends to be equated with Il/y.:ilfil‘;tll, NG, (HOINISE afir) :.,mu':',',
Expansion also includes diversifying, acquiring and merging businesses This staleqy may 1ave the enterise alng
relatively unknown and risky paths, full of promises and pitfalis

Qs. ABC Steel Industries finds out that its products have reached at maturity stage and already has IEICBHANY. Theelore, it
concentrates on maintaining operational efficiency of its plants, Identity the strategy implemented bry REC kel Industnies
along with reasons
(SA, May 2022, 5 Marks)

ABC Steel Industries has opted to implement Stability_strateqy. Stabilty strateqics are intended 10 safequard the e/isting
interests and strengths of business. It involves organisations to pursue established and tested GUIEAIes, Continge on the
chosen path, maintain operational efficiency and 50 on. A stability strateqy is pursued when s fiern contie 065 10 serse i the
same or similar markets and deals in same products and services. In stability strateqy, fen functional changes are made in
the products or markets, however, it is not a ‘do nothing’ strateqy. This strateqy is typical for mature trsiness argani yatins
Some small organizations also frequently use stability as a strategic focus ta maintain comfonatle marvet o (AN st
Major reasons for Stability strateqy are:

* Aproduct has reached the maturity stage of the product life cycle,

¢ The staff feels comfortable with the statys quo as itinvolves less changes and less risks,

¢ ltis opted when the environment in which an organisation is operating is relatively stable.

¢ Whereitis not advisable to expand as it may be perceived a5 threatening,

e After rapid expansion, a firm might viant to stahilize and consolidate itself

Expansion
Qs.

Distinguish between Mergers and acquisitions
(RTP, May 2018, NA)

OR
Write short note on expansion through acquisitions and mergers.

(RTPR, May 2020, NA) (MTP1, Nov 2020, 5 Marks)

OR
Explain the term Merger and Acquisition as a growth strategy,
which such strategies are considered by any organization,
(RTP, Nov 2021, NA)

Differentiate between both of them, State the situations in

SONS

OR
Write a short note on Merger and Acquisition strategy.
(RTP, Nov 2022, NA)

Acquisition or merger with an existing concern is an instant m
proposition in the sense that it circumvents the time, risks a
seizing them and building up the necessary resource base requi

Apart from the urge to grow, acquisitions and mergers are resorted 1o for purposes of achieving a measure of synesgy
between the parent and the acquired enterprises. Synergy may result from such bases as phiysical facilities, 1echacal and
managerial skills, distribution channels, general administration, research and development and <o on

Many organizations in order to achieve quick grovith, expand or diversify with the use of mergers and acquisitions suateqgies.
Merger and acquisition in simple words are defined as a process of combining two or more 0rganizations together There 15 2
thin line of difference between the two terms but the impact of combination ig completely different in both the cases.

Merger is considered 1o be a process when two or more organizations join together 1o expand their business operanons in
such a case the deal gets finalized on friendly terms. Owners of pre-merged entities have right over the profits of ney entiy
In a merger two organizations combine 1o increase their strength and financial gains.

While, when one organization takes over the other organization and controls all its busines

55 Operations, it is ynown 4%
acquisition. In the process of acquisition, one financially strong organization overpowers the weaker one. ACquisitigns often

happen during economic recession or during declining profit margins. In this process, one that is financially stronger and
bigger establishes it power. The combined operations then run under the name of the powerful entity. A deal in case of an
acquisition is often done in an unfriendly manner, it is more of less a forced association.

eans of achieving expansion. It is an atractive and temngpting
nd skills involved in screening internal growth opportunities,
red to materialise growth,
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Swift Insurance is a company engaged in the business of providing medical insurance mainta iy i%sufa
per cent in last five years Recently, the company decided to enter into the business of au

Q7
collaboration Identify the strateqy being followed by the Swift Insurance with its advantages.
(RTP. May 2018, NA) ;//————:h—e-—
ing its scope.
Overall Swift Insurance is following growth or expansion strategy as it is redefining the business and enlarging p
step will also substantially increase investment in the business . n be termed as related
The new business is related and at the same time caters to a different segment and accordingly ¢a the existing business.
diversification The new business falls within the scope of general insurance and horizontally related to
Inthe process of expansion, the company will be able to exploit:
e [ts brand name
*  The marketing skills available.
e The existing sales and distribution infrastructure.
® Research and development.
e Economies of scale
Qs Strateqic alliances are formed if they provide an advantage to all the parties in the alliance. Do you agree? Explain in brief the

advantages of a strategic alliance.
(RTP, May 2018, NA)
OR

What are the advantages of a strategic alliance?

(MTP2, Nov 2021, 5 Marks)
OR

. ' le to be
GWA, a leading Japan based automobile company decides to make India a hub for the company's 250 cc r;‘lot?;rc‘:)/;et_o £
manufactured in collaboration with the TPR Group, a leading Indian motorcycle manufacturer. The producti

exported to the company's home market as well as to other African countries. —
What is this growth strategy called? Point out the most important advantages both the companies expect from such strategy

collaboration.

(SA, Dec 2021, 5 Marks)
OR

Jeff Inc., a leading USA based Mobile company decides to make india a hub for the company’s Android Mobile having largest
Storage memory to be manufactured in collaboration with the Desi Group, a leading Indian mobile manufacturer. The
production is to be exported to the company’s home market as well as to other European countries. What is this growth
Strategy called? Point out the most important advantages both the companies expect from such strategy/collaboration.

(MTP1, May 2023, 5 Marks)

A strategic alliance is a relationship between two or more businesses that enables each to achieve certain strategic
objectives which neither would be able to achieve on its own. The strategic partners maintain their status as independent and
separate entities, share the benefits and control over the partnership, and continue to make contributions to the alliance until
it is terminated. Strategic alliances are formed if they provide an advantage to all the parties in the alliance. These advantages

can be broadly categorised as follows:

i) Organizational: Strategic alliances may be formed to learn necessary skills and obtain certain capabilities from the
strategic partner. Strategic partners may also help to enhance productive capacity, provide a distribution system, or
extend supply chain. A strategic partner may provide a good or service that complements each other, thereby
creating a synergy. If one partner is relatively new or untried in a certain industry, having a strategic partner who is
well-known and respected will help add legitimacy and creditability to the venture.

ii) Economic: Alliances can reduce costs and risks by distributing them across the members of the alliance. Partners
can obtain greater economies of scale in an alliance, as production volume increase, causing the cost per unit to
decline. Finally, partners can take advantage of co-specialization, where specializations are bundled together,

creating additional value. ‘ v
i) Strategic: Organizations may join to Ccooperate instead of compete. Alliances may also create vertical integration
s may also be useful to create a competitive advantage by

joint research and development.
Political: Sometimes there is need to form a strategic alliance with a local foreign business to gain entry i
ry into a

iv) Folitical
foreign market either because of local prejudices or legal barriers to entr i
. - . Y. Formin i i i
politically-influential partners may also help improve overall influence and position. 9 strategic alliances S

—_—
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What do you understand by co-generic merger?

(MYP1, May 2018, 2 Marks)
OR

Descnbe the term ‘Co-genenc merqer’

(SA, May 2018, 2 Matks)

I CO-QENEHE MEFQEr WO OF More meiqing organizations are assoclated in some way or the other related to the production
processes, business markets, of basic required technologies. Such merger include the extension of the product line or
acquiring components that are required in the daily operations. It offers great opportunities to business to diversify around a
commaon set of resources and strategic requirements.

Q10

Shoaib and Salim, two brothers are the owners of a cloth manufacturing unit located in Lucknow. They are doing well and have
cubstantial surplus funds available within the business. Shoaib is interested in acquiring another industrial unit located in
Lucknow manufacturing tableware such as dinner sets, cups and saucers, bowls. etc. On the other hand , Salim desires to

start another unit to produce readymade garments. Discuss the nature of corporate strategies being suggested by two

brothers. Which one is better?
(MTP2, May 2018, S Marks)

Shoaib wishes to diversify in a business that is not related to their existing line of product and can be termed as conglomerate
diversification. He is interested in acquiring another industrial unit located in Lucknow manufacturing tableware such as
dinner sets, cups and saucers, bowls, which is not related to their existing product. In conglomerate diversification, the new
businesses/ products are disjointed from the existing businesses/products in every way; it is a totally unrelated
diversification. In process/ technology/ function, there is no connection between the new products and the existing ones.
Conglomerate diversification has no common thread at all with the firm's present position. '

On the other hand, Salim seeks to move forward in the chain of existing product by adopting vertically integrated
diversification. The cloth being manufactured by the existing processes can be used as raw material of garments
manufacturing business. In such diversification, firms opt to engage in businesses that are related to the existing business of
the firm. The firm remains vertically within the same process and moves forward or backward in the chain. It enters specific
product/process steps with the intention of making them into new businesses for the firm. The characteristic feature of
vertically integrated diversification is that here, the firm does not jump outside the vertically linked product-process chain.

Both types of diversifications have their own benefits. While vertically integrated diversification brings synergy, a
conglomerate diversification helps in diversifying the risk. It is possible that a downturn in one business is offset by upswing
in other business. In the vertically integrated diversification firms can take advantage of their existing competence that.in turn

will improve chances of success.

Q11.

Write short note on Conglomerate merger.
(MTP2, May 2018, 3 Marks)

Merger is considered to be a process when two or more companies come together to expand their business operations. In
such a case the deal gets finalized on friendly terms and both the organizations share profits in the newly created entity.

Conglomerate merger happens in case of organizations that are unrelated to each other combine together. There are no
linkages with respect to customer groups, customer functions and technologies being used. There are no important common
factors between the organizations in production, marketing, research and development and technology. In practice, however,

there is some degree of overlap in one or more of these factors.

Q2.

Distinguish between the Forward integration and backward integration.
(RTP, Nov 2018, NA)

Forward and backward integration form part of vertically integrated diversification. In vertically integrated diversification, firms
opt to engage in businesses that are vertically related to the existing business of the firm. The firm remains vertically within
the same process. While diversifying, firms opt to engage in businesses that are linked forward or backward in the chain and

enters specific product/process steps with the intention of making them into new businesses for the firm.

Backward integration is a step towards creation of effective supply by entering business of inpu't providers. Stra.tegy
employed to expand profits and gain greater control over production of a product whereby a company will purchgse or bgnld_a
business that will increase its own supply capability or lower its cost of production. On the other haqd, forwgrd m?egratlon is
moving forward in the value chain and entering business lines that use existing products. Forward integration will also take

place where organisations enter into businesses of distribution channels.

Neeraj Arora | www.edu91.org
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ufacturing O
;njgcided to purchase more

Qi3

Vastralok Ltd., was started as a textile company to manufacture cloth. Currently, they are in tthhee
The top management desires to expand the business in the cloth manufacturing. To expand

machines to manufacture cotton cloth.
Identify and explain the strateay opted by the top management of Vastralok Ltd.

(RTR, Nov 2018, NA)
i iness by
‘ ; expand its busine
Vastralok Ltd. is currently manufacturing silk cloth and its top management has decided :?mtegic diversification that
manufacturing cotton cloth. Both the products are similar in nature within the same indus_th» Thef ;nz;nufactufing silk and now
the top management of Vastralok Ltd. has opted is concentric in nature. They were in business 0 bution channel. Concentric
they will manufacture cotton as well. They will be able to use existing infrastructure and distri

diversification amounts to related diversification. technology or marketing
I : - B . i , tec ot
In concentric diversification, the new business is linked to the existing businesses through process in concentric

i ns that
The new product is a spin-off from the existing facilities and products/processes. This mea
diversification too, there are benefits of synergy with the current operations.

Q14

’ i manufacturing of
Leatherite Ltd., was started as a leather company to manufacture footwear. Currently, they are in ::aenufacturing gogds.
footwears for males and females. The top management desires to expand the business in the Ieathelr \dentify and explain
To expand they decided to purchase more machines to manufacture leather bags for males and females.

the strategy opted by the top management of Leatherite Ltd.
(MTP1, May 2019, § Marks) (RTP, Nov 2021, NA)

Leatherite Ltd. is currently manufacturing footwears for males and females and its top manalgleme_”t has decfdgd “;1 expan(ei
its business by manufacturing leather bags for males and females. Both the products are similar in nature within the sam

industry. The strategic diversification that the top management of Leatherite Ltd. has opted is concentric in ngture. They were
in business of manufacturing leather footwears and now they will manufacture leather bags as well. They will be able to use

existing infrastructure and distribution channel. Concentric diversification amounts to

related diversification. )
In concentric diversification, the new business is linked to the existing businesses through process, technology.or marketmg.
The new product is a spin-off from the existing facilities and products/processes. This means that in concentric

diversification too, there are benefits of synergy with the current operations.

Qis.

Gautam and Siddhartha two brothers are the owners of a cloth manufacturing unit located in Faridabad. They are doing well

and have substantial surplus funds available within the business. They have different approaches regarding corporate

strategies to be followed to be more competitive and profitable in future.

Gautam is interested in acquiring another industrial unit located in Faridabad manufacturing stationery items such as
peners, envelopes and other office supplies. On the other hand,

permanent markers, notebooks, pencils and pencil shar
Siddhartha desires to start another unit to produce readym
Discuss the nature of corporate strategies being suggested by two brothers and risks involved in it.

(SA, May 2019, 5 Marks) (ICAI Study Material)

ade garments.

Gautam wishes to diversify in a business that is not related to th' r existing line of product and can be termed as

conglomerate diversification. He is interested in acquiring another industrial unit located in Faridabad manufacturing
i ncil sharpeners, envelopes and other office supplies,

stationery items such as permanent markers, notebooks,
which is not related to their existing product. In conglomerate diversification, the new businesses/ products are disjointed
ersification. In process/ technology/ function, there is

from the existing businesses/products in every way, it is a unrelated div
no connection between the new products and the existing ones. Conglomerate diversification has no common thread at all

with the firm's present position. -

On the other hand, Siddhartha seeks to move forward in the chain of existing product by adopting vertically integrated

diversification/ forward integration. The cloth being manufactured by the existing processes can be used as raw mategrial of
S opt to engage in businesses that are related to the existing
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—_— arge supermarket chain. 1t is considering the purchase of a number of farms that provides Organo with a

e Orga.?o Ist -‘?n:ounl of its fresh produce. Organo feels that by purchasing the farms, it will have greater control over its supply
ant ¢ S e, ) |

z;i::ln_.ﬁ(‘iemify and explain the type of diversification opted by Organo?

(RTP. May 2020, NA) (ICAI Study Material)

yroa s a large supermarket chain. By opting backward integration and purchase a number of farms, it will have greater
f(:?\;,'::; :w\u i‘;g;':'upply chain Backward integration i1s a step towards, creation of effective supply by entering business of

input providers. Strategy employed to expand profits and gain greater control over production of a product whereby a
' 5 & o . TH .
company will purchase or build a business that will increase its own supply capability or lessen its cost of production

Diversification endeavours can be categorized into four broad classifications. State the basis for this classification and name
the four categories. How is concentric diversification different from vertically diversification? Explain.

(RTR, May 2022, NA) (MTPZ2, Nov 2022, 5 Marks)

Q17

Diversification strategy involves expansion into new businesses that are outside the current business and markets of an
organisation. Based on the nature and extent of their relationship to existing businesses, diversification can be classified into

four broad categories:
1) Vertically integrated diversification
2) Horizontally integrated diversification
3) Concentric diversification
4) Conglomerate diversification

Concentric diversification takes place when the products are related. The new product is a spin-off from the existing facilities
and products/processes. This means that in concentric diversification too, there are benefits of synergy with the current
Operations. However, concentric diversification differs from vertically integrated diversification in the nature of the linkage the
new product has with the existing ones.

In vertically integrated diversification, firms opt to engage in businesses that are related to the existing business of the firm.
The firm remains vertically within the same process. Sequence moves forward or backward in the chain and enters specific
product/process steps with the intention of making them into new businesses for the firm. The new product fall within the
firm's current process product chain.

In concentric diversification, there is a departure from this vertical linkage, a new related product is added to the existing
business. The new product is only connected in a loop-like manner at one or more points in the firm's existing process/

technology/ product chain.

Q18. | There has been fierce demand for both Gecko and FlyBee for the last 3 years. Gecko makes mass consumption pens while
FlyBee is a notebook and diary brand - both being complementary goods of each other. But to grow further, FlyBee decided to
take up competition with Gecko in pens segment and thereby launched, FlyPens. Identify and explain the growth strategy
opted by FlyBee?

(MTP1, May 2022, 5 Marks)

FlyBee is a notebook and diary brand. But to grow further, FlyBee decided to take up competition with Gecko in pens segment
and thereby launched, FlyPens. FlyBee that is hitherto not into producing pens starts producing them and other similar
products is following concentric diversification which is basically related diversification. :

In this form of diversification, the new business is linked to the existing businesses through existing systems such as
processes, technology or marketing. The new product is a spin-off from the existing facilities and products/processes. There
are benefits of synergy with the current operations. The most common reasons for pursuing a concentric diversification are
that opportunities in existing line of business are available.

Q19. | What do you understand by diversification? Distinguish between concentric and conglomerate diversification.
(SA, May 2022, 5 Marks)

Diversification is defined as entry into new products or product lines, new services or new markets, involving sutstantially
different skills, technology and knowledge. Diversification endeavours can be related or unrelated to existing businesses of
the firm. Following are the differences between the concentric diversification and conglomerate diversifications:

Basis of Concentric Diversification Conglomerate Diversification
Difference
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- , . : ¢ industry. The
Q20 JYoklo Lt is an established online children gaming company in Japan, They are performing goodintheg m‘:mgr:nd'J 3’1)( for

management of waklo Ltd. has decided to oxpand ite business, They decided to start a premium sports drink named Jy

athletes. tdentify and explain the arowth strateqgy adopted by Jynklo Ltd.?
(MTP1, Nov 2022, 5 Marks) (RTP, Nov 2023, NA)

Currently Jynklo Ltd. is petforming in the children gaming industry, But now its management has decided to cxm”d’the” .
) 3 b o | s
business by starting a premium sports drink named JynX for athletes. As there are no linkages in both products with respec

1o customer groups, customer functions, or the technologies belng used, so Jynklo Ltd. have opted Conglomerate

diversification.
Jynklo Ltd. diversify in a business that is not related to their existing line of product and can be termed as conglomerate
diversification. In conglomerate diversification, the new businesses/ products are disjointed from the existing :
businesses/products in every way; itis a unrelated diversification. In process/ technology/ function, there is no connection

between the new products and the existing ones. Conglomerate diversification has no common thread at all with the firm's

present position.

Q21. | Health Pharma Pvt. Ltd. (HPPL) a one person company with limited liability is manufacturing generic and medicinal drugs in

India.
Hygiene Laboratories Ple. (HLP) a multinational comp

pharmaceutical sector.
Individually, each company has its own core competencies. However, additional focus by the state on generic medicine with

renewed regulatory requirements are posing challenges in fierce competitive environment.
Considering benefits of synergies, both the companies are considering to join hands for better growth opportunities. Earlier,
they tried to go for joint venture or strategic alliance but the arrangement could not materialize.

In view of the facts given above:
() f HPPL and HLP join hands and make new entit

this strategic developmen; be?
(i) Incase, HLPis sold out to HPPL and HLP ceased to exist, what type of growth strategy will this strategic deal be?

(iii) What are the differences between the above two identified growth strategies?
(SA, May 2023, 5 Marks)

any with its strong financial position is one of the major players in

y named Health N Hygiene Pharma Ltd., what type of growth strategy will

y named Health N Hygiene Pharma Ltd., this Strategic development

() IfHPPL and HLP join hands and form a new entit
merger is a combination of two or more companies to form a new

would be considered a Merger growth strategy. A
entity with shared ownership and control.

If HLP is sold out to HPPL and HLP ceases to exist, this strategic deal would be categorized as an Acquisition growth
strategy. An acquisition occurs when one company purchases another, resulting in the acquiring company gaining

control over the acquired company's assets, operations, and intellectual property.

Many organizations in order to achieve quick growth, expand or diversify with the use of mergers and acquisitions
strategies. Merger and acquisition in simple words are defined as a process of combining two or more organizations
together. There is a thin line of difference between the two terms, but the impact of combination is completely different

in both the cases.

Merger is considered to be a process when two or mcre organizations join together to expand their business operations. In
such a case the deal gets finalized on friendly terms. Owners of pre-merged entities have right over the profits of new ;!ntity
In a merger two organizations combine to increase their strength and financial gains. '

While, when one organization takes over the other organization and controls all its business operations, it is known as
acquisition. In the process of acquisition, one financially strong organization overpowers the weaker o'ne Acquisitions oft
. en

(i)

(iii)

o ——— . \
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happen during economic recesston or during declining profit margins. In this process, one that is financially stronger and
bigger establishes it power. The combined operations then run under the name of the powerful entity. A deal in c%se :f
: an

acquisition is often done in an unfriendly manner; itis more or less a forced association

Retrenchment
Q22. | XYZ Ltd. is a multi-product company, suffering from continuous losses since last few years and has accumulated hea
vy

losses which have eroded its net worth.
\What strategic option is available to the management of this sick company? Advise with reasons

(SA, May 2018, 5 Marks)

XYZ Ltd. is a sick company with accumulated losses that have eroded i i

e { e et s that he its net worth. The multi-product company may analyse

R\t ° s p 3 S ake decisions on the viability of each. The company may consider retrenchment strategy
etrenchment becomes necessary for coping with hostile and adverse situations i i 4

me C S ns in the envir

strateqy is likely to be suicidal. HEASCERE N Saat

Retrenchment strategy is adopted because of continuous losses and unviability and stability can be ensured by reallocation of

resources from unprofitable to profitable businesses.

Retrenchment strategy is followed when an organization substantially reduces the scope of its activity. This is done through

an attempt to find out the problem areas and diagnose the causes of the problems. Next, steps are taken to solve the

problems. These steps result in different kinds of retrenchment strategies as follows:

Turnaround strategy: If the organization chooses to transform itself into a leaner structure and focuses on ways and means

to reverse the process of decline, it adopts a turnaround strategy. It may try to reduce costs, eliminate unprofitable outputs

generate revenue, improve coordination, better control, and so on. ,

Divestment Strat‘egy: Dives.tment strategy involves the sale or liquidation of a portion of business, or a major division, profit

centre or SBU. Divestment is usually a part of rehabilitation or restructuring plan and is adopted when a turnarourd has been

attempted but has proved to be unsuccessful. '

quuhldation Strategy: In the- retrenchment strategy, the most extreme and unattractive is liquidation strategy. It involves

closing down a firm and selling its assets. It is considered as the last resort because it leads to serious consequences such

as !o_s; of employment for workers and other employees, termination of opportunities where a firm could pursue any future

activities, and the stigma of failure.

The mgnage{nent of multiproduct sick company manufacturing various items need to understand pros and cons of each

strategic option. The decision will depend upon the specific circumstances of each product and management goals of the

company.

Q23. | What is Divestment strategy? When is it adopted?
(RTP, Nov 2018, NA) (RTP, Nov 2020, NA)

rtion of business, or a major division, profit centre or SBU. For a

Divestment strategy involves the sale or liquidation of a po
abilitating or restructuring plan called turnaround.

multiple product company, divestment could be a part of reh

A divestment strategy may be adopted due to various reasons:
When a turnaround has been attempted but has proved to be unsuccessful.

o
e Abusiness that had been acquired proves to be a mismatch and cannot be integrated within the company.
e Persistent negative cash flows from a particular business create financial problems for the whole company.
e Severity of competition and the inability of a firm to cope with it.

Technological upgradation is required if the business is to survive but where it is not possible for the firm to investinit.
e Abetter alternative may be available for investment.

Why a Turnaround Strategy is required for a business?

Q24.
(MTP2, Nov 2018, 5 Marks) ,
; OR

Write a short note on need for turnaround strategy.

(MTP1, Nov 2019, 5 Marks)
radical change of direction in

mance deteriorates to a point that it needs a char ol
ell. It is a highly - targeted effort to return an organization to profitability

s

Turnaround is n

strategy, and po
e
" EYRTE 48

—
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i an{ increase positive cash flowstoa sufficient level It is used when both threats and weaknesses advef
I of an orgamization so much that its basic survival is difficult. e normalcy in terms of
7t averall goal of urnaround strategy is to transform an underperforming of distressed compan ) ctiategy “hust reverse
cptable I turnarount gain stakeholder

levels of profitability, solvency, liquidity and cash flow. To achieve iis objectuvgs’, Bl e e
a rapid improvement in financia! perfo

-
nancial years. Currently,
tition is also intense qn
to its employees In

¢ jeptable ‘ :
Icmcos of distress resolve the financial crisis, achieve

f _and ovarce me internal constraints and unfavourable industry characteristics.
1

ant losses in all its previous five f
a and blends. Competit
ble to pay the salaries

Su.pof!

025 | With the global economic recession Soft Cloth Ltd. incurred signific
they are into manufacturing of cloth made of cotton, silk, polyster, rayon, lyer
account of cheap imports. The company is facing cash crunch and has not been a

| the current month.
Suggest a grand strategy that can be opted by Soft Cloth Ltd.

(RTP, May 2019, NA) (ICAI Study Material)
s in economi .
around strategy. The strategy Is

¢ recession and the

t Cloth Ltd is facing internal as well as external challenges. The external environment i
rcanization 1s fan ng cash crunch. The company needs to work on a retrenchment / turn
ble in case of issues such as:

Persistent negative cash flow.

sui.a
I
|‘ Uncomipetitive products or services

Deterioration in physical facilities

Overstafiing, high turnover of employees, and low morale

t to find out the

/ ¢« Declin:ng market share
{
H [

e Mismanagement
The company may onsider to substantially reduce the scope of its activity. This is done through an attemp
blems.

' proniem areas and diagnose the causes of the problems. Next, steps are taken to solve the pro

| These steps result 'n different kinds of retrenchment strategies. If the organization chooses t0 focus on ways and means;t?
; revarse the process of decline, it adopts at turnaround strategy. If it cuts off the loss-making units, leISlOﬂS: or SBUs, Curta.lla
its product line, or reduces the functions performed, it adopts a divestment strategy. If none of these actions work, then it

i

may choose to abandon the activities totally, resulting in a liquidation strategy.
titive price, and quality to their competitor's
hat drastic strategies have

i
i
] Arena Ltd. manufactures computers that are of low in production cost, compe

f product. Profits and market share are declining day by day. Shreekanth, a senior executive realizes t
j to be created for the survival of a company. After SWOT analysis by assessing the strengths and weaknesses, they come up

{ with the conclusion that they cannot compete in the computers with the competitors. The management directs Shreekanth to

i act quick and develop a suitable strategic plan.
Discuss the strategy which can be opted by Shreekanth.
(MTP1, May 2018, 5 Marks) (MTP2, May 2019, 5 Marks)

Q2e6.

OR
ABC Inc. a successful company in the healthcare industry, was facing a decline due to outdated technology and lack of
innovation. The company was losing market share and struggling to retain customers. In an effort to reverse the trend, the
management decided to implement a strategy. They hired new talent, invested in research and development, and streamlined
their operations to increase efficiency. Through these efforts, ABC Inc. was able to introduce new products and services,
reposition themselves in the market, and eventually regain their competitive edge. The company's revenue and profits

increased, and they were once again on the path to success.
Discuss the strategy which has been implemented by the management of ABC Inc.

(RTP. May 2023, NA)

In the given case, the company can opt for. turnaround strategy which is a highly-tar

2 A e geted effort to return the
proﬁte.zbmty and increase posmve _cz?sh flows to a sufficient level. Organizations those have faced a significant crii?gﬁ:?{‘lat:
negatively affected operations require turnaround strategy. Once turnaround is successful the organization may turn to focus

on growth.

Conditions for turnaround strategies
nal factors, and if they have to survive

When firms are losing their grips over market, profits due to several internal and exter
under the competitive environment they have to identify danger signals as i
early as possible and und i i
ertake rectification steps

i”””ediately. Illese COlIdI'ﬁOnS “lay be, ln a“a CaSh ﬂow p l i A y
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— decline in market share, capacity underutilization, low morale of employees, recessionary conditions, mismanagement, raw
material supply problems and so on
Action plan for turnaround strategy
Stage One - Assessment of current problems
Sta::e Two - Analyze the situation and develop a strategic plan
Sta::e Three - Implementing an emergency action plan
Staée Four - Restructuring the business

Stage Five - Returning to normal

Pizza Galleria was India's first pizza delivery chain enjoying monopoly for several years. However, after entry of Modino ard

27 2
* Uncle Jack it is strugaling to compete Both Modino and Uncle Jack have opened several eaterias and priced the product
aggressively. In last four years the chain has suffered significant losses. The chain wishes to knovs whether they should go for
turnaround strategy. List out components of action plan for turnaround strategy
(RTP, Nov 2019, NA)
Pizza Chain may choose to have turnaround strateqy if there are:

e Persistent negative cash flow from business.

e Uncompetitive products or services.

e Declining market share.

e Deterioration in physical facilities.

e Over-staffing, high turnover of employees, and low morale.

e Mismanagement.

For turnaround strategies to be successful, it is imperative to focus on the short and long- term financing nesds &s weil zs on
strategic issues. The chain may attempt to leverage the potential Indian market by engaging a new logistics partner it may
bring innovation in food items, as well as quality and improvements in the overall dine-in and celivery experience. During the
turnaround, the “product mix” may be changed, requiring the organization to do some repositionirg.

A workable action plan for turnaround would involve:

e Stage One — Assessment of current problems: The first step is to assess the current problems and get to the root
causes and the extent of damage the problem has caused.

e Stage Two — Analyze the situation and develop a strategic plan: Before making any major changes; determine the
chances of the business’s survival. Identify appropriate strategies and develop a preliminary action plan.

e Stage Three — Implementing an emergency action plan: If the organization is in a critical stage, an appropriate
action plan must be developed to stop the bleeding and enable the crganization to survive. A positive oparating cash
flow must be established as quickly as possible and enough funds to implement the turnaround strategies must be
raised.

e Stage Four - Restructuring the business: The financial state of the crganization's cors business is particularly
important. If the core business is irreparably damaged, then the outlook for the entire organization may be bleak.
Efforts to be made to position the organization for rapid improvement.

e Stage Five — Returning to normal: In the final stage of turnaround strategy process, the arganization should begin to
show signs of profitability, return on investments and enhancing economic valus-added. Emphasis is piacad on a
number of strategic efforts such as carefully adding new products and improving custemer service, creating
alliances with other organizations, increasing the market share, etc.

Q28. | Differentiate between divestment and liquidation strategy.

(MTP1, Nov 2019, 5 Marks) (MTP2, May 2021, § Marks) (MTP2, Nov 2021, § Marks) (MTP2, May 2022, 5 Marks)
OR
Briefly describe the meaning of divestment and liquidation strategy and establish differences between the two.

(SA, Nov 2020, 5 Marks)

Divestment strategy involves the sale or liquidation of a portion of business, or a major division, profit centre or SBU.
Divestment is usually a part of rehabilitation or restructuring plan and is adopted when a turnaround has been attempted but

has proved to be unsuccessful.
Liquidation strategy is a retrenchment strategy considered the most extreme and unattractive strategy, which involves

closing down a firm and selling its assets.

ae_——al A
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¢ between Divestment strategy and Liquidation strategy:

Qmmvm;

Liquidation strategy

Basis of Dilference Divestment Strategy

Divestment strategy involves sale of liquidation of | Liquidation strategy invol

Meaning
a portion of business. firm and selling its business.

ption in case of
5 where either

ves closing down a

Liquidation becomes only 0

Policy option Divestment is usually o part of rehabllitation or A
restructuring plan and is adopted when a gevere and critical condition o3
turnaround has been attempted but has proved to | turnaround or divestment are not se‘efn i(l;d
be unsuccessful. Option of a turnaround may solution or have been attempted but failed.
even be ignored if it is obvious that divestment is
the only answer '

Purpose Efforts are made for survival of the organization. | Liquidation as a form of retrenchment strategy

is unattractive and considered as the last

resort.

There is loss of employment and opportunities
with stigma of failure.

Survival of organization helps in retaining

Consequences
personnel, at least to some extent.

An XYZ Company is facing continuous losses. There is decline in sales and product market share. The product; of the
company became uncompetitive and there is persistent negative cash flow. The physical facilities are deteriorathg ?{"d
employees have low morale. At the board meeting, the board members decided that they should continue the orgamza}non
and adopt such measures that the company functions'properly. The board has decided to hire young executive Shayamli for
improving the functions of the organization. What corporate strategy should Shayamli adopt for this company and what steps
to be taken to implement the corporate strategy adopted by Shayamli?

(SA, Nov 2019, 5 Marks) (ICAl Study Material)

Q29

XYZ Company is facing continuous losses, decline in sales and product market share, persistent negative cash flow,
uncompetitive products, declining market share, deterioration in physical facilities, low morale of employees. In such a
scenario, Shayamli may choose a turnaround strateqy as this strategy attempts to reverse the process of decline and bring
improvement in organizational health. This is also important as Board has decided to continue the company and adopt

measures for its proper functioning.

For success, Shayamli needs to focus on the short and long-term financing needs as well as on strategic issues. During the
turnaround, the “product mix” may be changed, requiring the organization to do some repositioning. A workable action plan

for turnaround would involve:

e Stage One — Assessment of current problems: In the first'step, assess the current problems and get to the root
causes and the extent of damage.

e Stage Two — Analyze the situation and develop a strategic plan: Identify major problems and opportunities, develop
a strategic plan with specific goals and detailed functional actions.

e Stage Three - Implementing an emergency action plan: If the organization is in a critical stage, an appropriate
action plan must be developed to stop the bleeding and enable the organization to survive.

e Stage Four — Restructuring the business: If the core business is irreparably damaged, then the outlook for the entire
organization may be bleak. Efforts to be made to position the organization for rapid improvement.

e  Stage Five - Returning to normal: In the final stage of turnaround strategy process, the organization should begin to

show signs of profitability, return on investments and enhancing economic value-added.

Q30. | Explain in brief the reasons to adopt turnaround strategy.
(MTP1, May 2020, 5 Marks)

Reasons to adopt Turnaround Strategy:
1. Turnaround is needed when an enterprise’s performance deteriorates to a point that it needs a radical change of

direction in strategy, and possibly in structure and culture as well.
2." Itis a highly targeted effort to return an organization to profitability and increase positive cash flows to a sufficient level

leeraj Arora | www.edu91.orq
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! od when both threats and weaknesses adversely affect the health of an crganization so much that its basic
{1 1S use { S
survival is difficult.

The overa!l goal of turnaround strategy is to return an underperforming or distressed company to normaley in terms of
acceptable levels of profitability, solvency, liquidity and cash flow

w

s

S To achieve its objectives, turnaround strategy must reverse causes of distress, resolve the financial crisis, achieve a
) rapid improvement in financial performance, regain stakeholder support, and overcome internal constraints and
ur;favourab’e industry characteristics.

Q31.

General public 1s discerning from buying air conditioning units based on the Health Mimstry quidelines reg;rdmg emergence
of 2 contagious viral pandemic. Consequently, Nebula Pvt. Ltd, a manufacturer of evaporation coils used in air conditioning
units has f‘aced significant loss in working capital due to sharp fall in demand. The company conducted financial assessment
and developed a workable action plan based on short and long term financial needs. But for immediate needs, an emergency
plan has been implemented. It includes selling scrap, asset liquidation and overheads cost reduction. Further, to avoid any
such untoward event in future, they plan to diversify into newer business areas along with its core business. Identify and
explain the strategy opted by M/s. Nebula Pvt. Ltd.?

(RTP, Nov 2020, NA)

M/s. Nebula Pvt Ltd has opted Turnaround Strateqy as the company while facing serious working capital crunch persistently
concucted an assessment of current problem and developed a workable action plan based on short and long term financial
needs and strategic issues. A workable action plan for turnaround would involve:

Stage One - Assessment of current problems: In the first step, assess the current problems and get to the root
causes and the extent of damage.

Stage Two — Analyze the situation and develop a strategic plan: Identify major problems and opportunities, develop
a strategic plan with specific goals and detailed functional actions. )

Stage Three — Implementing an emergency action plan: If the organization is in a critical stage, an appropriate
action plan must be developed to stop the bleeding and enable the organization to survive.

Stage Four - Restructuring the business: If the core business is irreparably damaged, then the outlook for the entire
organization may be bleak. Efforts to be made to position the organization for rapid improvement.

Stage Five - Retuming to normal: In the final stage of turnaround strategy process, the organization should begin to
show signs of profitability, return on investments and enhancing economic value-added.

Q32

X Pvt Lt

d. had recently ventured into the business of co-working spaces when the global pandemic struck. This has resulted
inthe b

usiness line becoming unprofitable and unviable, and a failure of the existing strategy. However, the other businesses

of X Pvt. Ltd. are relatively less affected by the pandemic as compared to the recent co-working spaces. Suggest a strategy
for X Pvt. Ltd. with reasons to justify your answer.

(SA, Jan 2021, 5 Marks) (ICAI Study Material)

It is advisable that divestment strategy should be adopted by X Pvt. Ltd.

In the given situation where the business of
co-working spaces became unprofitable and unviable due to Global pandemic, the best option for the company is to divest the
loss making business.

Retrenchment may be done either internally or externally. Turnaround strategy is adopted in case of internal retrenchment
where emphasis is laid on improving internal efficiency of the organization, while divestment strateqy is adopted when a
business turns unprofitable and unviable due to some external factors. In view of the above, the company should go for
divestment strategy.

Further, divestment helps address issues like:

1. Persistent cash flows from loss making segment could affect other profit-making segments, which is the case in the

given scenario.
2. Inability to cope from the losses, which again is uncertain due to pandemic.

3. Better investment opportunity, which could be the case if X Pvt. Ltd. can invest tha money it generates from
divestment.

Q33.

Mini theatre Ltd. was a startup venture of three young IIM graduates. They developed an application to watch web-based
content like web series, TV Shows, theatre shows, etc. after purchasing their exclusive rights. They were successful in getting
many consumers enrolled with them. After a certain span of time, the company realized that some regional content like
‘bangla movies', ‘Gujarati shows’ etc. were having high cost and less viewership. The leadership team of Mini theatre Ltd.
decided to sell the rights and curtail any further content development in these areas.

Identify and explain the corporate strategy adopted by the leadership team of Mini theatre Ltd.

(RTP, May 2021, NA)
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A rabla action pien o tmatound of e toxtile mill wounld involve: h
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Stage One Assesgment of current probloms: In the first step, assess the, current problems and get to the r

| canses and the extent of damaqe.
o { i i S
» Stage Twa - Analvre the situation and develop a strategic plan: Identify major problems and opportunities, deye:;)p
s plan with specific goals and detailed functional actions after analyzing strengths and weaknesses in the

areas of competitve position, .
Stage Three - lmplementing an emergency action plan: If the organization is in a critical stage, an appropriate action
plan must he developed to stop the bleeding and enable the organization to survive.

Stage Four - Restructuring the business: If the core business is irreparably damaged, then the outiook for:the=nlie
Drganization may be bleak. Efforts to be made to position the organization for rapid improvement.

Stage Five - Returning to normal: In the final stage of turnaround strategy process, the organization should begin to
show signs of profitability, return on investments and enhancing economic value-added.
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“There are certain conditions or indicators which point out that a turnaround is needed if the company has to survive.

Discuss

(SA, bec 2021, 5 Marks)

Rising competition, business cycles and economic volatility have created a climate where no business can take viability for
crantad Turnaround strategy is a highly targeted effort to return an organization to profitability and increase positive cash
t'ows fo a sufficient level. Organizations that have faced a significant crisis that has negatively affected operations requires

| turnaound strategy. Turnaround strategy is used when both threats and weaknesses adversely affect the health of an

crgenization so much that its basic survival is a question. When organization is facing both internal and external pressures
making things difficul! then it has to find something which is entirely new, innovative and different. Being organization’s first
¢hjec.ive is 1o survive and then grow in the market; turnaround strategy is used when organization's survival is under threat.

Once turnarcund is successful the organization may turn to focus on growth.

Condstions for turnarcund strategies: When firms are iosing their grips over markat, profits due to several internal and external
factare ond if they have to survive under the competitive environment, they have to identify danger signals as early as

posuisie and undertake rectification steps immediately. These are certain conditions or indicators which point out that a
trr i oundis needed f the company has to survive. These danger signals are:
¢ [fersistent negative cash flow from business,
«  Uncompetitive products or services.
¢ Declining market share.
« Deterioration in physical facilities.
Over-staffing, high turnover of employees, ana low morale.

« Mismanagenment.

Q36.

Racers Ltd. manufactures bicycles. Until recently it has adopted a differentiation strategy, offering high quality bicycles which
Racers Ltd. sells at a high profit margin. In recent years, Racers Ltd. has entered a period of decline due to the market
becoming flooded with cheaper, high quality bicycles from abroad, where labour costs are lower. Racers Ltd. has therefore
decided to adjust its strategy and adopt a focus approach, targeting its bicycles towards professional athletes 'This will allow
Racers Ltd. to continue earning high margins, though the size of its potential market will likely fall. 1dentify z;nd explain the

need of adopting this strategy by Racers Ltd. to manage decline?
(RTP, May 2022, NA)
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| Pzz2-s Ltd. has adopted Jumaround strategy This involves Racers Ltd repositionng iiself in i v orket n a- zrerpr 1o
| ance again gain competitive advantage ST
! Turnaround is needed when an enterprise’s performance dat
strategy, and pc ssibly in structure and culture as well itisa
increace positive cash flows 10 a sufficient leve! 11 is used wh
an organization 50 much thatits basic survival is difficuit
The overall goa! of turnaround strateqgy 15 to return an t . o O F
71 =S Of
acceptable levels of profitability, soivency, iquidity and cash flow. To achieve its obiectivas turnare. nd 5. reverse
K 3 = - Ty T S
causes of distress, resoive the financial crisis, achieve a rapid improvement n firancral pa-for— =acc ranayr - zxeh
3l pe-for ~ace re zxeholcer
support, and overcome internal constraints and unfavourable industry charactenstics '
Q37. | A company started its operation in 2015 with Product Alpha. In early 2021, with intent 12 have
1s not faring well. Aggressive competition was therein market for the product It was alss revealed hat f;»-;u'-'. Cus
i not price sensitive, but product was not keeping pace with the fast changing uniqua features as expecied oy it
Company has tried one of the retrenchment strategies by putting efforts to improve its internal e cacy, DUt Covio ot -et
desired resulis. in the situation, company is of 3 considered view to remain and grow in preduct aich AN
nrodact Betz fiom its portfolio. )
Hire o ) 5 ;
| =3 2 strategrst, suggest the retrenchment strategy to be adopted by the company. Also delineats reasons w™v = ompan
should adopt such strategy? ‘
(SA, Nov 2022, S Marks)
Az per the factz of the case, company had tried to improve its internal efficiancy. In cther woids, hzc 72d turnzr u
out could not get the desired results. Company dces not want to go for complete close down of rusiness. 2 ner
continue and grow in its original business i.e. product Alpha. As a strategist, it is advisebie thai 2 33
divestment strategy. In the given situation where the business of preduct Bata is not faring wali 21 ¢ c2came ulne
. 2 e b - as . - 3 & g
unviable due te aggressive competition in the market, the best option for the company is to divest Tz oroduct 32
foss—makmg tusiness. Retrenchment may be done either internally or externally. Turnaround strets G
internal retrenchment where emphasis is laid on improving interna! efficiency of the organization, wil
adopted when 3 business turns unprcfitable and unviable due to some external faciors. In view =
shouid go for divestment strategy.
A divestment sirategy may be adopted due to various reasons:
< When a turnaround has been attempted but has proved to be unsuccessful.
e A busmess that had been acquired proves to be a mismatch and cannot be integrated wisiin ine cemen -
Pzraiztent negative cash flows from a particular business crzate financial preblems ror th2 winoie o 23«
e Severity of competition and the inability of a firm to cope with it.
»  Techroiogical upgradation is required if the business is to survive but where itis not cosible for the Wrm i invest
it
e A better alternative may be availzbie for invesiment, causing a firn: to'divest a part of its vriprofitaiic wweiess
038. | Redefiniticn cf husiness is invclved in both "Expansion” and ‘Reirenchment” strategy, howeve: mi=tned o voied v thaiy
execution is comipleteiy different. Explain.
(RTP, May 2023, NA) (MTP1, Nov 2023, 5 Marks)
Expansicn strztegy is impiemented by redefining the business by adding the scope ot business 3 Lelaapal. o eaciyg the
eiforis of the cunent business. On the other hand, Retrenchment strateqy inveives reciel nitly : of dusines 70 vesting 4
major producs line or market.
£xpsznsion is 2 promising and popuiar strategy that tends to be equated with dynamism, vigaus £ suzeoss.
Seirenchmen o retreat becomes nacessary or expedient for coping with particalarly hostile are : a¢ uaiong i the
eav.ronment a=a when any other strategy is likely to be suicidal.
. . . . D 3 « amio o pitdzlie Qe renc g1 |
Eynznsion muy take the enterprise along relatively unknown and risky paths, fuil of promises &nd § itialtz. e renchment
invoives regrouping and recouping of the resources.
Combination ——
. nanine of the O inati i ies.
(30 | Explain the meaning & the Combination strategies _ )
v o LF -
(RTR, May 2018, NA} (RTP, Hov 2018, NA) T . e —
U
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Combination Strategies refer to a mix of differer ay call for
particular situations that an emerpnsg is fac
retrenchment in some obsolete product lines.

_ g retrench
1t strategies like stability; expansion, diversmc.ationcofmsi[ion .
ing. For instance, a strategy of diversification/acq

Strategic Options

Q40. | In the context of Ansoff's Product-Mar
following cases:

i) A leading producer of tooth paste, advises its
ii) A business giant in hotel industry decides to
iii) One of India’s premier utility vehicles manuf
iv) A renowned auto manufacturing company |
(ICAl Study Material)

ies followed in the
ket Growth Matrix, identify with reasons, the type of growth strategies

customers to brush teeth twice a day to keep breath fresh.
enter into dairy business.

acturing company ventures to foray into foreign markets.
aunches ungeared scooters in the market.

The Ansoff's product market growth matrix (proposed by Igor Ansoff) is an useful tool that help; busmesszsi de::ld:nt:;fl;
product and market growth strategy. This matrix further helps to analyse different strategic directions. According to
there are four Strategies that organization might follow, ) K

i) Market Penetration: A leading producer of toothpaste, advises its customers to brush teeth twice a day to keep

breath fresh. It refers to a growth strategy where the business focuses on selling existing products into existing
markets.

ii) Diversiﬁcation: A business

giant in hotel industry decides to enter into dairy business. It refers to a growth strategy
where a business markets n

ew product in new markets.
i) Market Development: One of India’s premier utilit
markets. It refers to a growth strategy where the by
iv) Product Development: A reno
to a growth Strategy where by

y vehicles manufacturing company ventures to foray into foreign
siness seeks to sell its existing products into new markets.

wned auto manufacturing company launches ungeared scooters in the market. It refers
siness aims to introduce new products into existing markets.

Q41. | Describe the construction of BCG

matrix and discuss its utility in strategic management.
(ICAI Study Material)

Companies that are large enough to be organized into strategic business units face the chal
among those units. In the early 1970's the Boston Consultin

business units or major product lines. The BCG
invested in diverse businesses

lenge of allocating resources
g Group developed a model for managing portfolio of different

growth-share matrix facilitates portfolio analysis of a company having
with varying scope of profits and growth.

portfolio of a business unit. Using the
dimensional growth share matrix. Two dimensions are
market share and market growth rate. In the matrix:

® The horizontal axis represents relative market sha
Thus, the BCG matrix depicts quadrants as sh

Relative Market Share

High

Low

Market High Question Marks
Growth Rate
Low

BCG Matrix
Different types of business represented
matrix. They have been depicted by meanj

by either products of SBUs can be '
clas ;
ngful metaphors, namely: sl for portfoig analyses through BCG
a) Stars are products or SBUs that

are growing rapidly. They alsq need he i
finance their rapid growth potential. They represent best Opportunitieg for ::;z::‘s’ﬁ)snt rentto meintain their Postion s
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arket share businesses or products. They generate cash and have low costs. They are

b) Cash Cows are low-growth, high m
to maintain their market share In long run when the growth rate

established, successful, and need less investment

slows down, stars become cash cows.

c) Question Marks, sometimes called problem children or wildcats, are low market share business in high growth markets
They require 3 lot of cash to hold their share They need heavy investments with fow potential to generate cash.
Question marks if left unattended are capable of becoming cash traps. Since growth rate is high, increasing it should be

relatively easier. Itis for business organizations to turn them stars and then to cash cows when the growth rate reduces

d) Dogs are low-growth, low-share businesses and products. They may generate enough cash to maintain themselves, but
do not have much future. Sometimes they may need cash to survive. Dogs should be minimized by means of divestment
or liquidation.

The BCG matrix is useful for classification of products, SBUs, or businesses, and for selecting appropriate strategies for each

type as follows.
i) Build with the aim for long-term growth and strong future.

i) Hold or preserve the existing market share.

iii) Harvest or maximize short-term cash flows.
iv) Divest, sell or liquidate and ensure better utilization of resources elsewhere.

Thus, BCG matrix is a powerful tool for strategic planning analysis and choice.

Q42.

An industry comprises of only two firms-Soorya Ltd. and Chandra Ltd. From the following information

relating to Soorya Ltd., prepare BCG Matrix:
Product Revenues Percent Profits Percent % Market % Industry
(inRs.) Revenues (inRs) profits share Growth
rate
A 6 crores 48 120 lakhs 48 80 +15
B 4 crores 32 50 lakhs 20 40 +10
c 2 crores 16 75 lakhs 30 60 ~-20
D 50 Lakhs 4 5 lakhs 2 5 -10
Total - 12.5 crores 100 250 lakhs 100 100
(ICAI Study Material)
t businesses on a two-dimensional growth-share matrix. In the

iveness. The horizontal axis

mpany classifies its differen
arket

ts market growth rate and pr
d serves as a measure of
Ltd, its four products are place

ovides a measure of market attract
company strength in the market. With the given dataonm
d in the BCG matrix as foliows:

Using the BCG approach, a co
matrix, the vertical axis represen
represents relative market share an
share and industry growth rate of Soorya
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Retain Market Share

High Low
——-
| Product A ] Froduct 8
Mioh | (%0% Market Share [40% Marvet Share
= ’ * 18% Growth Ratel + 10% Growsith Rate)
Market l Stars Question Marks
Growth [ ——
Rate 1 Froduct C Product D
Low | 1€0% Market Share [05% Market Share
W | 20% Growth Rate] | -10% Growth Rate]
Cash Cows Dogs

Product A is in bes* position as it has a high relative market share and a high industry growth rate.

Product B has a low relative market share, yet competes in a high growth industry.
Product C has a high relative market share, but competes in an industry with negative growth rate. The company should take

advantage of its present position that may be difficult to sustain in long run. )
Product D is in the worst position as it has a low relative market share, and competes in an industry with negative growth

rate.

How Ansoff's Product-Market Growth Matrix is a useful tool for business organizations?
(RTP, Nov 2018, NA) (MTP2, May 2019, 5 Marks) (MTP1, Nov 2021, 5 Marks)

The Ansoff’s product market growth matrix (proposed by Igor Ansoff) is a useful tool that helps busin'esses decide their
product and market growth strategy. With the use of this matrix a business can get a fair idea about how its growth depends

in new or existing products in both new and existing markets.

Companies should always be looking to the future. Businesses that use the Ansoff matrix can determine the best strategy.
The matrix can heip them to decide how tc do this by demonstrating their options clearly, breaking them down into four
Strategies, viz., Market Penetration, Market Development, Product Development, Diversification. Determining which of these
is best for their business will depend on a number of variables including available resources, infrastructure, market position,

location and budget.

e

Atrix Ltd. is a company engaged in the designing, manufacturing, and marketing of mechanical instruments like speed meters,
oil pressure gauges, and so on. Their products are fitted into two and four wheelers. During the last couple of years, the
n account of shift to the new range of electronic instruments.

company has been observing a fall in the market share. This is o
The customers are switching away mechanical instruments that have been the backbone of Atrix Ltd.

As a CEO of Atrix Ltd., what can be the strategic options available with you.
(MTP1, Nov 2018, 5 Marks) (ICAI Study Material)

Q44.

_ . OR
Woodworld Ltd. is a company manufactures a variety of household furniture items. They offered traditional designs, low cost
furniture items to low income group customers. During the last couple of years, the company has been observing a fall in the
nd preferences, designing, better quality, increase in purchasing power of

market share. This is due to the change in the taste a
ers are switching away traditional designs and material that have been

buyers towards the household furniture. The custom
the backbone of Woodworld Ltd. As a CEO of Woodworld Ltd., what can be the strategic options available with you.

(RTP, Nov 2022, NA)

Superior product. Strategically the company should minimize their dependence on the existing products and identify other
avenues for the survival and growth. As a CEO of Atrix Ltd., following can be the strategic options available with the CEO:;

Invest in new product development and switchover to the new technology. Atrix Ltd. also need time to invest in

emerging new technology.
b) They can acquire or takeover a competitor provided the

a)

c)
In longer run, they should dives? the existing products, However, they may continue with the existing products in
sina

d)
limited manner for such time there is desnand for the product.
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Q46| Distinguish betweon Market Development and Product Development under Ansoll’s Product Matvest Gramb Matriz
(MTP1, May 2021, & Marke) (RTF, Nov 2022, NA) (MTP2, May 2023, G Marks) (MTP2, Moy 2023, 5 Marks)
l'vn‘l_lowmo nre the differences between the market developmont and product developmeont: i
Basis of Market Development Product Developmeont
Difference
Meaning Itrefers to o grovih stritegy where the business Itrefers to a grovith strateqgy where business
seeks 1o sell its existing products into new markets, It | aims to introduce newr products into axisting
is a strategy for company growth by identifying and markets. It ic o strateqgy for company gromth
developing new markets for current company hy offering modified or new products 1o
products, current markets
Strategy It may be: achieved through new geographical Itis for company’s growth and requires the
Application markets, new product dimensions or packaging, new development of new competencies and the
distribution channelz or different pricing policies to business to develop modified products which
attract different customers or create new market can appeal to existing markets,
cegments
Q47. | Ajanta & Sons Limited are manufacturers of domestic hougehold security alarms for high-income group homeowners in India.

The company is currently reviewing two strategic options.
Option 1: Selling the same alarms although with different coverings to smaller and low-income group households at a lower

price.
Option 2: Development of new, more sophisticated alarms and a wide range of security services (guards and surveillance) for

sale to industrial clients for higher prices,
The senior management team of Ajanta & Sons Limited are keen to analyse the two options using Ansoff's Matrix.

(RTP, Nov 2021, NA)

Selling the same alarmt with different coverings to smaller and low income group households at a lower price represents
Market Development as the same products are being sold into a new market.

Market development refers to a growth strategy where the business seeks to sell its existing products into new markets. It is
a strategy for company growth by identifying and developing new markets for the existing products of the Company.

While the development of new and more sophisticated alarms and a wide range of security services (quards and surveillance)
for sale to industrial clients for higher prices is classified as Diversification because it involves a new product, being sold in a
new market. Diversification refers to a growth strategy where a business markets new products in new markets. It is a
strategy by starting up or acquiring businesses outside the company’s current products and markets.

e s
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Explain the strategic implications of cach of the following types of business in a corporate portfolio:

(o) Stars |
(b) Question Marks

(c) Cash Cows 1
(d) Dogs ‘
(RTP, May 2022, NA)

In the BCG growth-share matrix portfolio of investments are represented in two dimensional'spacej The vefrtlcalri?))z: ‘
represents market growth rate, and the hotizontal axis represents relative market share. The strategic implications for va :
business types under BCG in the corporate portfolio are:

Stars are products or businesses that are growing rapidly and are the best opportunity for expansion. Stars may followa

build strategy. They need heavy investments to maintain their position and finance their rapid growth potential. '
Cash Cows are low-growth, high market share businesses or products. They generate cash and haye low costs. They are
established, successful, and need less investment to maintain their market share. Strategic alternative advocated for cash '
cows is harvest.

Question Marks are low market share business in high-growth markets. Strategic option for them is hold for which they need {
heavy investments. Question marks if left unattended are capable of becoming cash traps. l
Dogs are low-growth, low-share businesses and products. Relevant strategy is divest. Dogs may gener?te'eno'ugh cash to
maintain themselves, but do not have much future. Dogs should be minimized by means of divestment or liquidation.

Q49. | Sky chemical industry intends to grow its business. Advise the company on the available options using Ansoff's product |
market growth matrix,

(MTP1, May 2022, 5 Marks) (MTP2, Nov 2022, 5 Marks) (RTP, May 2023, NA)

OR

Aurobindo, the pharmaceutical company wants to grow its business. Draw Ansoff's Product Market Growth Matrix to advise
them of the available options. ‘

(ICAI Study Material)

The Ansoff's product market growth matrix (proposed by Igor Ansoff) is a useful tool that helps businesses decide their
product and market growth strategy. With the use of this matrix, a business can get a fair idea about how its growth depends
upon its markets in new or existing products in both new and existing markets.

The Ansoff's product market growth matrix is as follows:

Existing New
Products Products
=)
£ 2 Market Product
2 5| Penetration Development
w =
£
< Market Diversification
2 E Development

Ansoff's Product Market Growth Matrix

L

Sky chemical industry can adopt market penetration, product development, market development or diversification
simultaneously for its different products.

Market penetration refers to a growth strategy where the business focuses on selling existing products into existing markets.
It is achieved by making more sales to present customers without changing products in any major way.

Market development refers to a growth strategy where the business seeks to sell its existin
a strategy for company growth by identifying and developing new markets for the existing pr

Product development refers to a growth strategy where business aj

g products into new markets. |t is
oducts of the company.

ms to introduce new products into existing markets. It is 3

e
e e e e e i e e
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any growth by offering modified or new products to current markets

strategy for comp
growth strategy where a business markets new products In new markets. It (s a strateqy by starting

Diversification refers to a
ide the company's current products and markets

up or acquiring businesses outs
As market conditions change overtime, a company may shift product-market growth atrategies For example, when its present
market is fully saturated a company may have no choice other than to pursue new market

Q50. | ABC Corporation is a conglomerate with a diverse portfolio of businesses One of its businesses is a well-established divigion
as maintained a high market share over the years but |s experiencing slow

in a mature and stable market. The division h
growth due to market saturation. The management team is contemplating the best course of action for this division How

should ABC Corporation approach this division according to the BCG growth-share matrix, and what would be the rationale

behind it?
(RTP, Nov 2023, NA)

According to the BCG growth-share matrix, the division in a mature and stable market falls into the "Cash Cows” cateqory
"Cash Cows" are low-growth, high market share businesses that generate cash with low costs. The recornmended approach
for ABC Corporation would be to adopt the "Hold" strateqgy. This means the company should preserve the market share of the
division and continue generating cash with low costs. Since the market is mature and growth opportunities are hirnited, the
division's focus should be on maintaining profitability and using the generated cash to support other high-potential businesses
within the conglomerate. By holding onto the "Cash Cow" division, ABC can leverage its stability and cash flow to invest

strategically in other areas of the business for future growth and innovation.

Existing New
Products Products
=%
% g Market Product
xS Penetration Development
%]
>
3 = Market Diversification
= g Development

Ansoff's Product Market Growth Matrix

industry can adopt market penetration, product development, market development or diversification

Sky chemical

simultaneously for its different products.
Market penetration refers to a growth strategy where the business focuses on selling existing products into existing markets.

It is achieved by making more sales to present customers without changing products in any major way.
y where the business seeks to sellits existing products into new markets. It is

Market development refers to a growth strateg

a strategy for company growth by identifying and developing new markets for the existing products of the company.
Product development refers to a growth strategy where business aims to introduce new products into existing markets. ltis a
strategy for company growth by offering modified or new products to current markets.
sification refers to a growth strategy where a business markets new products in new markets. Itis a strategy by starting
up or acquiring businesses outside the company’s current products and markets.

As market conditions change overtime, a company may shift product-market growth strategies. For example, when its present

market is fully saturated a company may have no choice other than to pursue new market.

Diver

part ll: Correct/Incorrect Questions

Turnaround should succeed liquidation strategy.

(RTP, May 2018, NA)

Q1.

The statement is Incorrect.

N - - - -
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The strategic management process is not as cleanly dividod and neatly performed In practice, Strategists do not go through
the process in lockstep fashion. Generally, thero |s alve-and-tako among hierarchical lovels of an organization. Mj"”Y
Organizations conduct formal meelings semb-annually to discuss and update the firn's vislon/mission, upporum|1;f37/1t1r:;:,t»,,
strengths/weaknesses, strategies, objectives, policies, and perfonmance, Creativity from participante i encouraged in
Mmeeting. Good communication and feedback are needed throughout the slralegle management process,

Strategic Planning

Q3 How a company can deal with strategic uncertainty?
(RTP, May 2018, NA) (MTP 1, Nov 2018, 3 Marks)

al implications for the organisation. An approach to deal with

Strategic uncertainty denotes the uncertainty that has cruci
eful to assess the importance of each

strategic uncertainty is by grouping them into logical clusters or themes. It Is then us
cluster in order to set priorities with respect to Information gathering and analysis,

Q4. Differentiate between Strategic Planning and Operational Planning.
(RTP, May 2022, NA) (MTP2, Nov 2023, NA)

Difference between Strategic Planning and Operational Planning:

Strategic Planning Operational planning

Operational planning deals with current deployment of

Strategic planning shapes the organisation and its
resources.

resources.

Strategic planning assesses the impact of environmental Operational planning develops tactics rather than strategy.

variables.

Operational planning projects current operations into the

Strategic planning takes a holistic view of the organisation.
future.

Operational planning makes modifications to the business

Strategic planning develops overall objectives and
functions but not fundamental changes.

strategies.

Operational planning is concerned with the short-term

Strategic planning is concerned with the long-term success
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h other” Elucidate this statement with

Q3 "Strategy formulation and strategy implementation are intertwined and linked with eac
C'l'& suitable arguments.
— 7

(SA, May 2022, 5 Marks)

other. Two types of linkages exist
. ategy formulation on

The strategy formulation and strategy implementation are intertwined and linked with e:cf_lm o o <t
between these two phases of strategic management. The forward linl'<ages Fieal w:t.h the i posite direction.
strategy implementation while the backward linkages are concerned with the impact in the opp

: ; ; iacti i ugh environmental and
Forward Linkages: The different elements in strategy formulation starting with objective setting throug

4 i i that an organization
organizational appraisal, strategic alternatives and choice to the strategic plan de'termme thfe couras:'e e have 10 be
adopts for itself. With the formulation of new stra g[es, or reformulation of existing strategies, r;: ye o Tont of the
affected within the organization. For instarice, the’ organizatioral structure has to undergo a chang

rahi . odified or new
re§uirements of the modified or new strategy. The style offeadership has to be adapted to thg needs qf them
strategies. In this way, the formulation of strategies has forward linkages with their implementation.

Backward Linkages: Just as implementation is determined by the formulation of strategies, the formulation process ] ?'50
affected by factors related with implementation. While dealing with strategic choice, remember that past strateglc actions
also determine the choice of strategy. Organizaiions tend to adopt those strategies which can be implemented w!th the f"nelp
of rheﬁesem structure of resources combined with some additional efforts. Such incremental changes, over a penqd of-t|me,
take the organization from where it is to where it wishes to be. It is to be noted that while strategy formulation is primarily an
entrepreneurial activity, based on strategic decision-making, the implementation of strategy is mainly an administrative task
based on strategic as well as operational decision-makinq./

Qs. ABC Ltd. is a shoe manufacturing company. The strategic manager of ABC Itd. is Ms. Suman. Ms. Suman hired the best
designers she could find online for her ethnic shoe brand but later she found that the designers were better at leather designs.
Identify and explain linkage in the given situation as she had to change her strategy basis the actual resources she had?

(MTP1, Nov 2022, 5 Marks) (RTP, Nov 2023, NA)

The strategy formulation and strategy implementation are intertwined and linked with each other. Two types of linkages exist
between these two phases of strategic management. The forward linkages deal with the impact of strategy formulation on
strategy implementation while the backward linkages are concerned with the impact in the opposite direction.

In the given situation Ms. Suman has to follow Backward Linkages as she had to change her strategy basis the actual
resources she had. While dealing with strategic choice, remember that past strategic actions also determine the choice of
strategy. Organizations tend to adopt those strategies which can be implemented with the help of the present structure of

resources combined with some-additional efforts. Such incremental changes, over a period of time, take the organization
from where it is to where it wishes to be.

Strategic Change

Q10. | Define Refreezing in Kurt Lewin’s-change process.
(RTPR, May 2018, NA)

et ———_—
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Kurt Lewi

ewin s e

the new be‘;:onlo ed three phases of the change process - Unfreezing, changing and then refreezing Refreezing occurs when

successful a a(;: our becomes o normal way of life The new behaviour must replace the former behaviour completely for
sstutand permanent change to 1ake place. It may be achieved through continuous reinforcement

Q11. | Define i
efine strategic change. Explain the various stages/phases of change process as propounded by Kurt Lewin
(MTP1, May 2018, 7 Marks)
| OR
Write a short note on strategic change and explain the process of strategic change.

(SA, Nov 2018, 7 Marks)
OR

What is strategic change. Explain the change process proposed by Kurt Lewin that can be useful in implementing strategies
(ICAI Study Material)

The changes in 1.he environmental forces often require businesses to make modifications in their existing strategies and bring
out new strategies. Strategic change is a complex process that involves a corporate strateqy focused on new markets,

products, services and new ways of doing business.

Three steps for initiating strategic change are:
i) Recognise the need for change - The first step is to diagnose which facets of the present corporate culture are

strategy supportive and which are not.

ii) Create a shared vision to manage change - Objectives of both individuals and organisation should coincide. There
should"be no conflict between them. This is possible only if the management and the organisation members follow a
shared vision.

i) Institutionalise the change - This is an action stage which requires the implementation of the changed strategy.
Creating and sustaining a different attitude towards change is essential to ensure that the firm does not slip back

into old ways of doing things.

Kurt Lewin proposed three phases of the change process for moving the organization from the present to the future.
Unfreezing the situation — The process of unfreezing makes the individuals or organisations aware of the necessity

i)
for change and prepares them for it. The change should not come as a surprise to the members of the organisation.
Sudden and unannounced change would be socially destructive and morale lowering,

ii) Changing to new situation — once unfreezing is complete and members of the organisation recognize the nesd for

change, then their behaviour patterns need to be redefined as:
Compliance- enforcing reward and punishment strategy for good or bad behaviour
Identification-members are psychologically impressed to identify themselves with some given role models

whose behaviour they would like to adopt.
Internalisation - involves some internal changing of the individual's thought process. They are given the

freedom to learn and adopt new behaviour.
Refreezing - occurs when the new behaviour becomes a normal way of life. The new behaviour must replace the

i)
former behaviour completely for successful and permanent change. This can be achieved by continuously

reinforcing the newly acquired behaviour.

Change process is not a one-time application but a continuous process due to dynamism and ever-changing environment.

)12. | Dr. Raman has been running a nursing home for about twenty two years now, and has gained enormous name for his
% benevolence in Balram district of Chhattisgarh. Recently, his daughter, Dr. Radhika completed her medicine degree from the
United States of America and returned to her hometown to be a part of her father's practice. She has been given the baton to
promote modern medic{ne and retain the local skilled youth in their practice. However, their nursing home's skilled youth has
been more inclined to E-Commerce employment opportunifies. Dr. Radhika has taken it as a challenge to imbibe the very
essence of service in them, by being employed as nurses and caretakers of the ill. This shall be very crucial in growing the
practice as a_gg_liea. Which of the following phases of Kurt Lewin's Model of Change will be most challenging for Dr. Radhika to

strategically positioning her father's nursing home?

X )

(MTP1, May 2020, 5 Marks)

Kurt Lewin's Model of Change proposes three phases of change process to make the change lasting.

They are Complia'qce, Identification and Internalization.
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Discuss three methods for reassigning new patterns of behavior as proposed by H.C.

I
(RTP, Nov 2020, NA) o tification
of behaviour, These are compliance, s

HC Kellman has proposed three methods for reassigning new patterns
and mternansation y for good of pad behaviour. Fear of
« Compliance: It is achieved by strictly enforcing the reward and punlshrr?ent strategy ON_
punishment, actual punishment or actual reward seems to change behaviour for the hetter.  gentify 1
Identification: Identification occurs when members are psychologically impressec:wupptohrlrz )

some given role models whose behaviour they would like to adopt and try to become  saasiid order 1o adjust 10
Internalization: Internalization involves some internal changing of the individuz‘lls tﬁoug;l: Ptfo o eed in the nev 5et of
a new environment. They have given freedom to learn and adopt new behaviour in of er

circumstances.

hemselves with

Q14. | Connect Group was one of the leading makers of the mobile handsets till a fe

w years ago and which wept atthe g;(:‘ttgznh‘zfpl:;i
heap. Connect Group didn't adapt to the current market trends which eventually lead to its downfall. Which would have neipes
Connect Group to change, adapt and survive? Explain the steps to initiate the change.

(RTP, Nov 2021, NA)
OR

Explain the steps for initiating strategic change.

(MTP1, May 2022, 5 Marks) '

OR

es to make modifications in their existing strategies. In view of the

Changes in environmental forces often require business ey
steps to initiate

same explain the areas to be focused while considering concept of strategic change. Also explain the
strategic change process.
(SA, May 2023, 5 Marks)

Connect Group has to do strategic change for its survival. The changes in the environmental forces often require businesses
to make modifications in their existing strategies and bring out new strategies. Strategic change is a complex process that
involves a corporate strategy focused on new markets, products, services and new ways of doing business. Unless
companies embrace change, they are likely to be freeze and unless companies prepare to deal with sudden, unpredictable,

discontinuous, and radical change, they are likely to be extinct.

Three steps for initiating strategic change are:
i) Recognise the need for change — The first step is to diagnose the which facets of the present corporate culture are
strategy supportive and which are not.

i)  Create a shared vision to manage change — Objectives of both individuals and organisation should coincide. There
should be no conflict between them. This is possible only if the management and the organisation members follow a
shared vision.

i) Institutionalise the change - This is an action stage which requires the implementation of the changed strategy.
Creating and sustaining a different attitude towards change is essential to ensure that the firm does not slip back

into old ways of doing things.

-

Q15.

Glassware Ltd. is about to go through a significant restructuring. The strategic change involves moving from a decentralized
to a centralized structure. This will help Glassware avoid duplication of support activities and lower its costs. o
The management have held the first staff briefing in which they went to great lengths to explain that the change was
necessary to equip the company to face future competitive challenges. Identify and explain the current Stage of Glassware
Ltd. from the Lewin's three-stage model of change? - '

(RTP, May 2022, NA)




—_—

Stl;assware Ltd. -is currently in the ‘unfreezing’ stage, where management is attempting to expjpin the need for change in an
€MPpt to maximize buy-in by employees and reduce the amount of resistance
‘\—_

et

Unfreezing the situation: The process of unfreezing simply makes the individuals aware of the necessity for "—“i’”q‘ff“:d_
Prepares them for such a change Lewin proposes that the ehanges should not come as a surprise 10 the members of the
organization. Sudden and unannounced change would be socially destructive and morale lowering The management must

pave the way for the change by first “unfreezing the situation”, so that members would be willing and ready to accept the
change.

Unfreezing is the process of breaking down the old attitudes and behaviours, customs and traditions 50 that they start uith 3

clean slate. This can be achieved by making announcements, holding meetings and promoting the newi ideas throughout the
organization.

Q16. | XYZ Ltd. is an automobile company that offers diversified products for all customer segments. Due 10 COVID-19, the changes

took place in the economy forced the company to change its strategy. Being the CEO of the comp?ny, what stages wili you
follow for developing and executing the new strateqgy? '
(SA, May 2022, 5 Marks) -

/ Today, India has become the outsourcing hub for many of the global automohile manufacturers. The auto industry comprises
of four segments which are passenger vehicles, commeicial vehicles, thiee wheelers and two wheelers. AAZ 1Ltd 15 an
automobile company that offers diversified products for all customer segments. The company has already in existence, so it
has its own vision, mission and a strategy to execute for achieving its vision. While developing and executing the strategy, £(Z
Ltd. might have followed the five-stage managerial process as given below:

(¥
Developing a strategic vision.
Environmental and organisational analysis.
Formulation of strategy.

Implementing and executing the strategy.
Strategic evaluation and control.

N\
q
L

But due to COVID-19, the automobile industry has faced the lockdown situation. Changes in the economy forced the XYZ Ltd.
| to change its existing strategy and prepare the new strategy. The changes in the environmental forces due to COVID-19
requires XYZ Ltd. to make modifications in their existing strategies and bring out new strategies. For initiating strategic
change, three steps can be followed by the CEO of the company which are as under:

i) Recognize the need for change: This is the first step to diagnose facets of the corporate culture that are strategy
supportive or not. This has already identified by the XYZ Ltd.

ii) Create a shared vision to manage change: Objectives and vision of both individuals and orgarization should

coincide. The CEO of XYZ Ltd. need to constantly and consistently communicate the vision not only to inform but
also to overcome resistance.

iii) Institutionalize the change: Creating and sustaining a different attitude towards change is essential to ensure that
the XYZ Ltd. does not slip back into old ways of thinking or doing things. All these changes should be setup as a
practice to be followed by the company and be able to transfer from one level to another as a well settled practice.

Organisational Structure ’

Q17. | Explain the concept of Network structure.
(RTP, May 2018, NA)

OR
"A network structure is suited to unstable environment.* Elucidate this statement
(RTP, May 2022, NA)
OR

Due to reoccurrence of various variants of Corona virus, LMN Ltd. is facing unstable environment and it has started
unbundling and disintegrating its activities. It also started relying on outside vendors for performing these activities. Identify

the organisation structure LMN Ltd. is shifting to. Under what circumstances this structure becomes useful?
{SA, May 2022, 5 Marks)

OR
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Samar Flectronics 1imited transitioning into petwork structure. It is a
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Network structures become most useful when the environment of a firm is unstable and is expe
such conditions, there is usually a strong need for innovation and quick respf)nse. ' fength of time.

Instead of havirg salaried employees, it may contract with people for a specific project |Zr e for self.
I 5  Longterm contracts with suppliers and distributors replace services that company could p i

ra
newer and somewhat more

emain so. Under

w

&

) in future:
| However, network structure does have following disadvantages that the company may face in fu

I 5 ilabili i be a source of trouble. i
[ 1 The availability of numerous potential partners can ' b st problem for the management in the
| 2. Co-ordination among the functioning of business partners is perhaps, the biggest p
networking structure. . d learning
. ; ; i n sponsored le
3. Employees may lack the level of confidence necessary to participate actively in organisation sp

experiences.

onr

Write short note on Characteristics of strategic business unit (SBU).

(MTP2, M2y 2018, 3 Marks)
OR
Explain strategic business unit (SBUs).
(RTP, Nov 2018, NA)
OR

What is a strategic business unit? What are its advaniages?
(RTP, May 2020, NA) (MTP1, May 2020, 5 Marks) (ICAI Study Material)

OR
Moorlight Private Limited deals in multi-products and multi-businesses. It has its own set of competitors. It seems
impractical for the company to provide separate strategic planning treatment to each one of its product or businesses. As a
strategic manager, suggest the type of structure best suitable for Moonlight Private Limited and state its benefits.
(SA, Jan 2021, 5 Marks) (ICAI Study Material) ;

OR
How the ‘Strategic Business Unit (SBU), structure becomes imperative in an organization with increase in number, size and
diversity of divisions?
(RTP, May 2022, NA)

OR

Virite short note on Strategic Business Unit (sBU).
(SA, Nov 2022, 5 Marks)

——

The three most important characteristics of SBU are;

Heeraj Arora | www.edu91.0r¢ T “.*______”N\\
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*» Itis 2 single busi '
might fe g:' business or a collection of related businesses wh.ch offer scope for independent planning sndwic)
ght feasibly stand alone from the rest of the 0rganization
L d
It has its own set of competitors
e |t
has 2 manager who has responsibility for strategic planning and prof performance He has control of
profit-influencing factors
Benefits of SBU are:
ving common strategic interests

Establishing coordination between divisions ha
Facilitates strategic management and control on large and diverse organizations
Fixes accountabilities at the level of distinct business units.

thin the total enterprise.

Allows strategic planning to be done at the most relevant Jevel wi
Makes the task of strategic review by top executives more objective and more effective.

Helps allocate corporate resources to areas vith greatest grov/th opportunities.

L]
with the given diverse businesses

suitable for the company

lhqs, an SBU structure with its set of advantages would be most
having separate identifiable competitors, but a common organizationa

I goal.

to develop matrix structure. Explain.

Q19. | Davis and Lawrence have proposed three distinct phases

(RTP, Nov 2018, NA)

proposed three distinct phases:

For development of matrix structure; Davis and Lawrence have
y used when a new product line is being

orary cross-functional task forces are initiall
harge as the key horizontal link.
permanent, the project manager becomes

1:al task forces become more
2gins. In this arrangement, function is still the primary organizational
ent products or brands.

rators of semi-perman
authority structure. Both the

lves a true dual-
d to both a vertical functional superior and

Cross-functional task forces: Temp
introduced. A project manager is inc
Product/brand management: If the cross-functio
a product or brand manager and a second phase b
structure, but product or brand managers act as the integ
Mature matrix: The third and final phase of matrix development invo
functional and product structures are permanent. All employees are connecte

a horizontal product manager.
various activities such as

years, he gradually hired fifty people for
he market, create more customers, provide after sales service,

Manoj started his telecom business in 2010. Over next five
sell his products in t

to keep his accounts, administration,
coordinate with vendors.

Draw the organization structure Man
(SA, Nov 2018,5 Marks) (ICAI Study Material)

a telecom business. Accounts, Admi
e desired in the organisational structur

Manoj has started

coordination) are the functional areas that ar

department for the management of telecom services/ operations.
the telecom business of Manoj can

Thus, the functional structure in

Q20.

hould implement in his organization and name it.

0js
creation, after sales service, vendor
ther there is inherent need to have a

nistration, Marketing (customer
e. Fur

be as follows:

Chairman
(Managing
Director/ CEO)
[ i | l
™\  cammag A
Administration
Telecom Accountsand Marketi
Operations Finance arketing Human
Resource, etc.
\ e’ \_ /
—
rf B — ~\
Sales AfterSal p
(Customer Ster ales Vendor
Creation) ervice Coordination
. _J - ==
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o Delta is an organization specializing in Informating Technology enables 9?""""31 {{Zp‘?’o:'rjirqu Zeus’ {nto =M§:i;;'g

Previous year the organization had successfully integrated an Artificial '””5“'7'}”’""\ r-iQ'ﬁﬂ in warious business pi"i e

ERD gystemn The Al tool using Deep Learning te; hinique provided a digital 'ﬂ'ap transg JL;_ 4’77 fxidgeiors managem‘:l‘ ; o

ond operations 1t has significantly diminished the role played by specialist @ajt? ;;1;5 middle mana‘;‘-‘m’e”- nas a’"p

technological 100l in addition 10 saving organisational costs by replacing f’l’*f*f tasks of "“’)" making. The R mnd“.;

served ag a link between 1op and bottom levels in the organization and 35sists in faster '{"‘:wa maieng | ne skewed e
level managers now perform cross-functional dities Vitich type of organisational structure is the

(RTP, Nov 2020, NA) (MTP1, Nov 2020, 5 Marks)

s A nological tools to
The company Delta 15 transitioning into the Hourglass organization structure because it ha'|u )33 ;:C:Q‘:',iz?lstra"-a?‘ifs
transform various business processes and operations and has sugnificantly diminished the f’,"‘-'ff 7;";",_’@ many tasks of the
of the middle management. The technological tool in addition 1o savings organisational costs b( !‘-"Jr:an'* assists in faster
rmiddle management has also served a3 a link between top and bottom levels in the c’gaﬂ’za““‘"qn'; indicate towards
decision making The skewed middle level managers novs perform cross-functional duties. All these f2ctors
Hourgliase organizanon structuyre

Viide at the tup

Mariow at the mudidie

— = 2>~ _Vdest 2t the bottom

Q22 | Elucidate Matrix Structure
(SA, Jan 2021, 5 Marks) <

OR
Write a short note on Matrix structure.

(RTP, Nov 2023, NA)

Iln matrix structure, functional and product forms are combi

Employees have two superiors, a product / project manager and a functiona! manager. The “home~ department - that is,

engineering, manufacturing, or marketing - is usually functional and is reasonably permanent. People from these functional
units are often assigned temporarily to one or more product units or Projects.

ned simultaneously at the same level of the organization.

The product units / pro,
basis. The matrix structure may be very appropriate when or

A matrix structure is most complex of all designs because it depends upon both vertical and h

orizontal flows of authority and
communication. It may result in higher overhead costs due to more management positions.

The matrix structure is often found in an organization when the following three conditions exist:
1. Ideas need to be cross-fertilized across projects or products;
2. Resources are scarce; and

3. Abilities to process information and to make decisions need to be improved.

Q23. | Discuss the concept of Multi Divisional Structure.
(RTP, May 2019, NA) (MTP 2, May 2019, 5 Marks)
' : OR

ectronics and FMCG and are having outlets in different cities and markets
having technical difficulty in dealing with distinct product line and markets

Bunch Pvt Ltd is dealing in multiproduct like el
across India. Due to scale of operation, it is

Neeraj Arora | www.edu91 .org 5.10
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* \" Aty el . 2 a3 N
1 QTN saparate divisions. each representing a distinet business.
*  EaXh Avion would howse its functional hierarchy.
FIVISRN Managars would be given responsibility for managing day-to-day operations.
° SMmall r 0y N i i 1
A small corparate “*f“ > that would determine the long-term strategic direction of the firm and exercise overall financial
contral over the sambautonomous divisions.

e ——————————

\What is an Hourglass structure? How is it beneficial for an organization?
(SA May 2019, 3 Marks) (1CAl Study Material)

OR
Discuss the concept of Hourglass Structure
(RTR, Nov 2019, NA)
OR

Maadhyam, a hearing aid manufacturer recently introduced an Al based management tool in its organization which are having
the qualities and capabilities of managing teams across functions. This technological tool in addition to saving organisational
costs by replacing many tasks of the middle management has also served as a link between top and bottom levels in the
organisation and assists in quick decision making. The skewed middle level managers now perform cross -functional duties.
What could be their new organizational structure post implementation of Al based management tool? How can this structure

benefit the organization?
(MTP1, Nov 2021, 5 Marks) :

In the recent years information technology and communications have significantly altered the functioning of organizations.
The role played by middle management is diminishing as the tasks performed by them are increasingly being replaced by the
technological tools. Hourglass organization structure consists of three layers in an organisation structure with constricted

middle layer. The structure has a short and narrow middle management level.
Information technology links the top and bottom levels in the organization taking away many tasks that are performed by the
middle level managers. A shrunken middle layer coordinates diverse lower level activities.

),//Wide at the top

N

S - Narrow at the middie

\ Sa Al o ki arbAnn
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simplifying decision
, h the reduced

sponsiveness by ,
Hourglass structure has obvious benefit of reduced costs It also helps in enhancing re p e il
/m vku;ta Decision making authority is shifted close to the source of information 3o that it 1,' B

‘ . A significar

/ size of middle management, the promotion opportunities for the lower levels diminish ign

B

- g its business. The
A chennai based fast moving consumer aoods (FMCG) major CDE Ltd u_“contly nnnounr:rdrngglcéfg:)nn{mmce. Retall and
company indicated that the business would be split into mainly four different streams i .will operate as separate
Reasearch and development. The company management has decided that these ‘fnll: H.)usInORS unit strategy *o the
businesses. The top corporate officer shall delegate responsibilty for day to day operations anc
concernad managers the Berenits the
Identify the organization structure that CDE Ltd. has planned to implement. Discuss any four attributes and
firm may derive by using this organization structure,

(SA, Dec 2021, 5 Marks)

isations, particularly those
CDE Ltd. has planned to implement a Strategic_Business Unit (SBU) structure. Verv large organisations, p

i i rms of
A : A ly diverse in te
funning into several products, or operating at distant geographical locations that are OXtre";(;ZomeS imperative in an
environmental factors, can be better Managed by creating strategic business units. SBU structure

organisation with increase in number, size and diversity.

The attributes of an SBU and the benefits a firm may derive by using the SBU Structure are as follows: S

®* A scientific method of grouping the businesses of a multi = business corporation which helps the firm in s g
planning. '

* Animprovement over the territorial grouping of businesses and strategic planning based on territorial units.

. . : ithi ceive same
Strategic planning for SBU ijs distinct from rest of businesses. Products/ businesses within an SBU re
Strategic planning treatment and priorities.

Q26. | What do Yyou understand by functional structure?

(MTP1, May 2022, 5 Marks)

Functional structure is widely used because of jts simplicity and low cost, A functional structure groups tasks and activities

Q27. | Draw Divisional Structure’ with the help of 3 diagram. Also, give advantages and disadvantages of this structure in brief.
*[ (SA, Nov 2020, 5 Marks) (ICAl Study Material) :

b visional structure can be organized in one of the four ways: by geographic area by product or service by
Customer, or by process With a divisiona| structure, functiona| activities are performed both centrally and in each division
separately.

- e —— — e
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Advantages of divislons! structure
. Avco A
s ’“"l"h”“y Is clenr ivisions! managets oan he held ({5:’:/"',:‘.3,"(g {'/" o5len 2nd :/t,fa eyt Berayie 2 Srvvserd
BHuctire 4t ¥ ¥ (13 ) ' ’ :
1 e it binted an ertensive ,".h.,l"“(”’ ()f 5]"”"/”1/' ('-‘.;,,,J;’I)(:"I 7,,’)” 'ff(';,{ljlf:’f’; C2n ez j see UL (e5is ’,‘ o
good o bad performances and thus their motale i5 high
§ contsol of lorzl stuztions

Mher advantages: It crestes cateer development opportunities for Managers, 250N boczl ¢ =
d g 15 10 be 2dded ezsiy

L]
e
londy to 8 competitive climate vithin an organization, and allons nen businesses 206 produc Dres

Disadvantages of divisional structure

Highet cost: Owing 10 following reasons: (i), requires qualified functionzl specizlic
contally (nt headquarters), (i), It requires an elaborate, headquarters =difveniconts
Conflicts between divisional managers: Certain regions, products, or Customers mzy
treatment, and it may be difficult to maintain consistent, company-wide practices.

Organisation Culture

(St

Write short note on Importance of corporate culture.
(RTP, Nov 2018, NA)

and challenging the status quo are pervasive is very conducive to successful

execution of o product Innovation and technological leadership strategy. A culture built around such business principles as
ligtening 10 customers, encouraging employees to take pride in their work, and giving employees a high degree of decision

making responsibllity Is very conducive to successful execution of a strategy of delivering superior customer service.

A culture where creativity, embracing change,

culture nurtures and motivates people to do their jobs in ways conducive to effective strategy
standards, and a value system in which to operate; and it promotes strong employee
performance targets, and strategy. All this makes employees feel genuinely better

f what the company is trying to accomplish. Employees are stimulated
do their jobs competently and with enthusiasm, and collaborate

A slrong strategy-supportive
exocution; it provides structure,
identification with the company’s vision,
about their jobs and work environment and the merits o
to take on the challenge of realizing the company'’s vision,
with others as needed 10 bring the strategy to success.

Q29.

Describe corporate culture. Elaborate the statement "Culture is a strength that can also be a weakness".

(SA, Nov 2018, 5 Marks)
OR

How can a corporate culture be both strength and weakness of an organisation?
(MTP1, May 2019, 5 Marks) (MTP1, Nov 2019, § Marks)

traditions, way of operating and internal work

usiness principles,
our of managers.

Corporate culture refers to a company’s values, beliefs, b
influences on the behavi

environment. Every corporation has a culture that exerts powerful
d control and create cooperation and
ts its business according to clear and

Culture as a strength = Culture can facilitate communication, decision making an
ommunicating values & principles t0

commitment. An organisation’s culture could be strong and cohesive when it conduc
explicit set of principles and values. The management devotes considerable time in ¢
P —

employees and sharing them widely across the organisation.

s 5.13
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y by creating re ‘
sirate tyy cre havh 2
w can obstruct the smooth iImptementation of 8ira 31/1 hl.u values and b"hany and 2 sens
Culture 335 a weskness be characterised as weay when many sub cultures ‘::N'n "'f”‘m itment, loya
culture can b ';( such organisationa """;:"i“y""‘, do not have a sense miter
it are rare. in suc ¢ d 3.
shared and traditions

; 1
vironment a

entity he work en
\L o /ith path-breaking products Th’”‘ghgﬁh,.,,, in "ysorv hard play
v, - - plie e

‘ 8 ability 10 come oum leyyean
8 known for s aby y - o employ
Q30 Jupiter Electronics Ltd s y strong commitment to deadlines Th p
Jupiters is re

h.

fven approac

. ¥ p’)u“'}’d"le oy

laxed and casual, ye1, there is 3 yer ' : I @nd tuerarchical set up fo @ more rr'namtaiﬂ confidentiality

* othi anisation has moved away from formal » : . rd innovations,

iRl (r‘:r;'r’)’l’:;fl r;y strategies and work towards achieving them. They q”(afv(rj)r(wni'ations’-
S are co & it g = ) S

[rr;p!f:ly"f . ,:‘”mvr working They are closely related to values, practices, and norms

an r,r-rrf‘f.‘yl- f

What aspects of an organization that
(RTP, Nov 2019, NA)

are being discussed? Explain

ion when there's
xecution v/

) 5 good strategy ex tch
being referred 10 g culture in Jupiter Flectronics Strong cultyre wf"“"’""’, q:: and behavioral norms that ma
TTM | M:? :'wguhrm when there's negligible fit. A cultyre grounded in values, practic
it and impels e > > e's ne

. . - 'n a
e o their jobs i
nization to d ;
; 8 eople throughout the orga ﬁ s, encouraging
what ¢ needed for good strategy execution helps energize p .(')I)e. p[inr‘ipqle" 35 listening 10 customers,
Ss 28] - o

i suc 5i T T ie i(’ ve
strategy-supportive manner A culture built around such hu,lr'n ision-making responsibility. This is very
r:'nblg‘/}vv‘"v 10 take pride in their work, and giving employees a high degree of dep:: g
’ iy . X i i i 5 service.
conducive to successfuyl execution of a strategy of delivering superior customer sery

ironment and the
feel genuinely better about their jobs and work enviro

i 5 S lizing the
A stron strategy-supportive culture makes employees e challenge of rea
merits r?f what the company is trying to accomplish, Employees are stimulated to take on th

; ) i rs.
organizational vision, do their Jobs competently and with enthusiasm, and collaborate with othe

problematic and not aligned with the Company strategy?
(RTP, May 2021, NA) (MTP1, May 2021, 5 Marks) .

gh COmmunication hag tg Create a shared visjon 0 manage changes. The menu of culture-changing
actions includes revising policies ang procedures, altering incentive compensation, shifting budgetary allocations for

substantial reg urces to newy Strategy projects, recruiting and hiring new managers and employees, replacing key executives,
Communication on need and henefit 1o employees and gq on,

(RTP; Nov 2022, Na) (MTp2, Noy 2023, 5 Marks)
o U . ' .
Strong Culturas Promote good strategy execution when there's fit and hurt execution when there's negligible fit, A culture

grounded ip values, practlce;, and behaviorg| norms that match what is needed for good Strategy execution helps energize
People throughoy the Organization tg (g their jobs i 4 strategy-supportive manner. A cultyre built aroung Such business

principleg ag listening 1 Customerg encouraging emp)q i ivi
5, yees to take pride in their work, and giving emplo
declslon-mnklng rcsponslblllty. This ig very conduclve 10 successfy| eXxecutio 4

Q32.
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Strategic Leadership - -
wnsactional leadership
(MTP1, Nov 2021, 5 Marka)

on
How can you differentiate between transformational and trangaction?

(RTP, Nov 2020, NA) (RTP, Nov 2021, NA) (ICAI Study Materlal)
on

ansactional Leadership Style.

Q33| Distinguish between Transformational and tre
(RTP,. May 2018, NA) (SA, Nov 2019, 5 Marks)
W leaders?

Distinguish between Transformational Leadership Style and Tr

(MTP1, Nov 2022, 5 Marks)

ople to ezert therm for the good of

Difference between transformational and transactional leadership:
rewards such as pay, status

1. Transformational leadership style uses charisma and enthusiasm to inspire pe
organization Transactional leadership style uses the authority of its office to exchange
ystries at the very start of end of

pany to embrace rnajor changes.
ture industries znd in

symbols etc

Transformational leadership style may be appropriate in turbulent environment, in ind

their cycles, poorly performing organisations, when there is a need to inspire a com

Transactional leadership style can be appropriate in static environment, in growing or m2

organisations that are performing well.

3. Transformational leaders inspire employees
satisfaction. Transactional leaders prefer a more
rewards or penalties for achievement and non-ac
culture and enhance current practices.

intellectual stimulation and personal
clear goals with explicit

by offering excitement, vision,
y to build on existing

formalized approach to motivation, setting
hievement. Transactional leaders focus mainl

Q34. | Suresh Sinha has been recently appointed as the head of a strategic business unit of a large multiproduct company. Advise Mr
Sinha about the leadership role to be played by him in execution of strategy.
May 2022, 5 Marks) (ICAl

(RTP, May 2018, NA) (MTP2, May 2021, 5 Marks) (MTP2,
OR
in pushing for good strategy execution.

Study Material)

Discuss the leadership roles played by the managers
(SA, May 2019, 5 Marks)

OR
CEO) in a company which is facing many difficulties in proper executicn

You have been appointed as a Chief Executive Officer (
hould play in pushing for good strategy execution

of its strategy. Explain the leadership roles which you s
(SA, Nov 2022, 5 Marks) (SA, May 2023, 5 Marks)

chief entrepreneur and strategist, chief

adership roles to play: visionary,
tor, crisis solver,

d allocator, capabilities builder, process integra

A manager as a strategic leader has many different le
ker and so on. Managers have five leadership roles to play in pushing

administrator, culture builder, resource acquirer an
spokesperson, negotiator, motivator, arbitrator, policy ma

for good strategy execution:
i) §taying on top of what is happening, closely monitoring progress, solving out issues, and learning what obstacles lie
in the path of good execution.
i)  Promoting a culture of esprit de corps that mobilizes and energizes organizational members to execute strategy ina
competent fashion and perform at a high level.
portunities, bubbling with innovative

iii) !(eeping the organization responsive to changing conditions, alert for new op
ideas, and ahead of rivals in developing competitively valuable competencies and capabilities.

Exercising ethical leadership and insisting that the company conduct its affairs like a model corporate citizen.
Pushing corrective actions to improve strategy execution and overall strategic performance.

k Trendy’. Yash, his son after
hes followed by father and

iv)
v)

Ritchwick, located in Mumbai, Maharashtra, is owner of a popular brand of ready to eat snac

Q35.
completing Chartered Accountancy started assisting his father in running of business. The approac

e ———a—
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ity and
son in management were very different. While Ritchwick preferred to use au'ho:lt}; employees and gen
goals and mo},ym,on with explicit rewards and punishments, Yash believed in iqvohvn i((:;k o yoh.
to l‘ncplm people to deliver in the organization. Discuss the leadership style of Ritchw

Material)
(MTP2, May 2018, 5 Marks) (RTP, May 2019, NA) (MTP2, May 2022, 5 marks) (ICAl Study —
' ontrolling the organization's

y and status. They prefer a
Ities for achievement or
The style is better

| system of defining
erating enthusiasm

Ritchwick is a follower of transactional leadership style that focuses on designing Zystﬂeuncws z;rsldp(;
activities. Such a leader believes in using authority of its office to ox‘change vre'wm s, r.dn o pena
more formalized approach to motivation, sefting clear goals with explicit rewamacmrem Dractices.
non-achievement. Transactional leaders try 1o build on the existing culture and enhance

suited in persuading people to work efficiently and run operations smoothly.

nd enthusiasm to inspire
On the other hand, Yash is follower of transformational leadership style. The style uses Cf?;ri:;‘;?t:mem‘ vision. intellectual
people to exert them for the good of the organization. Trnns!ormatrpnal !egders 0 f o draann of wision' of a higher
stimulation and personal satisfaction. They inspire involvement in a mission, giving followde ohip motivates followers to do
calling so as to elicit more dramatic changes in organizational performance. Such a lea tfar N idence, and also promote
more-than originally affected to do by stretching their abilities and increasing their self- ¢

innovation throughout the organization.

i i hes to management. Ram
Q36. [ Ram and Shyam are two brothers engaged in the business of spices. Both have Fﬁfferent apprichunishment. i Srite
prefers the conventional and formal approach in which authority is used for explicit rewards a

; : to give their best.
other hand, Shyam believes in democratic participative management approach, involving employees to g
Analyse the leadership style followed by Ram and Shyam.
(SA, May 2018, 5 Marks) (RTP, May 2021, NA)

i i igni ing the organization’s
Ram is a follower of transactional leadership style that focuses on designing systems and controlling g

i i : . They prefera
activities. Such a leader believes in using authority of its office to exchange rewards, such as pay and sfta:Uaschiev)elrgent °
more formalized approach to motivation, setting clear goals with explicit rewards or penaltle.s oThe e oy
non-achievement. Transactional leaders try to build on the existing culture and enhance current practices. Yy

suited in persuading people to work efficiently and run operations smoothly.
I leadership style. The style uses charisma an_d_entt_lusiasm to
n. Transformational leaders offer excitement, vision, intellectual

stimulation and personal satisfaction. They inspire involvement in a mission, giving followers a 'drearr.i' or 'vision’ of a higher
calling so as to elicit more dramatic changes in organizational performance. Such a leadership motivates followers to do
more than originally affected to do by stretching their abilities and increasing their self-confidence, and also promote

innovation throughout the organization.

On the other hand, Shyam is a follower of transformationa
inspire people to exert them for the good of the organizatio

Q37. [ KaAthens Ltd., a diversified business entity having business operations across the globe. The company leadership has just
changed as Mr. D. Bandopadhyay handed over the The company leadership has just changed as Mr. D. Bandopadhyay handed
over the pedals to his son Aditya Bandopadhyay, due to his poor health. Aditya is a highly educated with an engineering degree
from IIT, Delhi. However, being very young he is not clear about his role and responsibilities,
Inyour view, what are the responsibilities of Aditya Bandopadhyay as CEO of the company.
(RTP, Nov 2018, NA) (RTP, May 2020, NA) (ICAI Study Material)

OR
operations across the globe. Presently, Mr. Mathew is the

ew & Sons Ltd. He is going to retire in next 4 months, so he has decided to change the company’s leadership and

being very young he is not clear about his role and responsibilities.
In your view, vshat are the responsibilities of Marshal as CEO of Mathew & Sons Ltd.

(MTP1, Nov 2018, 5 Marks) '

Aditya Bandopadhyay, an effective Strategic leader of KaAthens Ltd. must be able to deal with the diverse and cognitively
complex competitive situations that are characteristic of today's competitive landscape.
A Strategic leader has several respensibilities, including the following:

* Making strategic decisions.
* Formulating policies and action plans to implement strategic decision.
*  Ensuring effective communication in the organisation.

— . =
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. Mznaacino
2n2ging human capi -
o Mamamin capital (perhaps the most critical of the strategic leader’s skills)
. 2naging change in the organisation
ot reating 2nd sustaini SeEEE
. :.,-._’ il = sustaining strong corporate culture.
Sustaining high performance over time

d in the potential of his team and was
his employees. He encouraged them to
s to help employees develop new skills
satisfaction and commitment.
le adopted by Anshuman?

o
¢
©

Anshuman E »

detav:r.za.ec:;afufnct:g :o: struggling company. Despite the challenges, he befieve

Sk ootside the bc;. tak‘e':a:y around. He ;taned by cqmmunxcating his vision to

E facokEly et S sra'nd be creative. He a'sq invested in training program

ol tbﬂlecogcoma; 'b:;rewa,ded emp?cyees for their hard work, which increased their job
e company began to see positive changes. Identify and discuss the leadership sty

(RTP May 2023, NA)

_ The style uses charisma
nal leaders offer excitement,
giving followers a "dream’ or
h a leadership motivates
elf-confidence, and also

Sf:;_;hic of 8:Stigging Company. Ansimas has adopted
ws:«y. iMgv125,11'11:8.:,:ir"sspf're‘ ;;:eop-e to exert \hem for me good of the orga
. "is~:>-;' c.‘.“-a ;1%‘~‘1e"c‘:1"~:'a“in and p§r§ona| satlsfac(tgn. They ins‘pire inv .
followers t S ng SO as to elicit more dramatic changes In organigatlona

ers to do more than onginally affected to do by stretching their abilities and increa

promate innovation throughout the organization.

nization. Transformatio
olvement in @ mission,
| performance. Suc
sing their s

m. He started by communicating his vision to his employees. He encouraged
tive. He also invested in training programs 10 help employees develop
loyees for their hard work, which increased their job satisfaction and

f«'\s“?uf-‘aa"..beheved in the potential of his tea
them tq think outside the box, take risks and be crea
new skills. He regularly recognized and rewarded emp

commitment.

sh pitch their business in
team. Suresh, on the other
_Individual projects are
He met with the project

Ramesh and Suresh own software development firms ACS Ltd. and BDS Ltd. Ramesh and Sure

inteTaﬁona! markets and win international contracts . Ramesh has fifty software engineers in his
hand, leads a team of forty software engineers. Every project has a specific and fixed timeline

assigned to project heads by Ramesh and Suresh. Ramesh adheres to strict rules and procedures.
heads to get an update but exchanged ideas occasionally. He seta weekly target of forty hours to complete the assigned goal

or task The group that met the deadline and completed the task received a 10% bonus. The group thatwas unable to meet
the deadline was penalized. The group that did not meet the deadline was penalized with unpaid extra working hours to
complete the task. Suresh, unlike Ramesh, did not priorities a structured approach to work. Suresh inspired the project

E'na_n{agers by making them feel like leaders rather than just participants. Suresh's empowering attitude helped to alig n
individual goals with group goals. ed routines to_ maximize his team efficiency. Suresh, on the other hand.

used positive reinforcement to maxi

(2) Identify the leadership style employed by Ramesh and Suresh.
(b) What are the conditions/situations that make such leadership styles more appro

(c) Discuss the characteristics of the leadership styles.
(SA, May 2023, 5 Marks)

o
W
\0

Ramesh establish
mize his team efficiency.

priate?

sformational leadership style.

() Ramesh adopted transactional leadership style, while Suresh adopted tran

(ii) Transactional leadership style can be appropriate in settled and static environment, in growing or mature industries and

in organizations that are performing well.
nt environment, in industries at th

Transformational leadership style may be appropriate in turbule
their life cycles, in poorly performing organizations when there is a need t0 inspire a compan

changes.

e very start o end of
y to embrace major

s pay, status symbols etc.
s with explicit rewards or
[ture and

exchange rewards such a

tivation, setting clear goal
build on existing cu

(iii) Transactional leadership style uses the authority of its office to

Transactional leaders prefer a more formalized approach to mo
d non-achievement. Transactional leaders focus mainly to

penalties for achievement an
enhance current practices. /__________

Strategic Control

Q40.

Write short note on Implementation control.
(RTP, May 2018, NA) (MTP2, Nov 2018, 5 Marks) (MTP1, May 2019, 5 Marks)

OR ‘4//_—_
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What is implementation ¢ ontrol? hsc ts basie form

IS
(RTP Nov 2019, NA) (RTR, Nov 2021, NA) (RTR, Nov 2023, NA) (ICAI Study Material) s

il pneremental steps
f unfolding events

i ni
ntial actions that fort
strateqy light ©

into concrete, seque

nage slement strategy by converting major plans )
Ay g = vy changes in the overall ¢

Implementation control is directed towards assessing the need f¢ hk

’ : . Y& ae e . ~ unbike
and results assoctated with in remental steps and actions . _—y "‘“\h‘“"‘nm“m, control, !
Strategi \a of implementation

N e > 3 " ~rational control
Strategic implementation control is not a replacement to operati The two basic form

operational controls, continvously monitors the basic direction of the strateqy

control are

s
overall strateqy I
2 ) o whether the

i) Monitoring strategic thrusts: Monitoring strategic thrusta help managers 10 determin

progressing as desired or whether there is need for readjustments I Tp—

& MMS
are segregated In i¢ sses the need to

i activities necessary to implement strateqy N
i) Milestone reviews. All key activities necessary to imj { stratedy. It also asses

resource allocation. It normally involves a complete reassessment of the
continue or refocus the direction of an organization

Explain different types of strategic control in brief,
(SA, May 2018, 3 Marks)

Q41

OR

What is strategic control? Briefly explain the different types of strategic control?

(RTR, May 2020, NA) (RTP, Nov 2022, NA) (MTP2, Nov 2023, 5 Marks) (ICAI Study Material)
OR

Why is Strategic Control important for organizations? Discuss briefly 4 types of strategic control that ¢
achieve the enterprise goals

(RTR, May 2021, NA)

an be implemented to

OR
“Strategic control focuses on implementation and results produced by the strategy". Explain strategic control along with its
different types.

(SA, May 2023, 5 Marks)

Importance of strategic control: Strategic control is an important process that keeps organisation on its desired path. Alt
involves evaluating strategy as it is formulated and implemented. It is directed towards identifying problems and changes in
premises and making necessary adjustments.

Strategic Control focuses on the dual questioﬁs of whether: (1) the strategy is being implemented as planned; and (2) the
results produced by the strategy are those intended .

There are four types of strategic control:

a) Premise control: A strategy is formed on the basis of certain assumptions or premises about the environment. Premise
control is a tool for systematic and continuous monitoring of the environment to verify the validity and accuracy of the
premises on which the strategy has been built.

b) Strategic surveillance: Strategic surveillance is unfocussed. It involves general monitoring of various sources of
information to uncover unanticipated information having a bearing on the organizational strategy.

c) Special alert control: At times, unexpected events may force organizations to reconsider their strategy. Sudden changes

in government, natural calamities, unexpected merger/acquisition by competitors, industrial disasters and other such
events may trigger an immediate and intense review of strategy.

d) Implementation control: managers implement strategy by converting major plans into concrete, sequential actions that

form incremental steps. Implementation control is directed towards assessing the need for changes in the overall
strategy in light of unfolding.events and results.

Q4z. | Differentiate between Operational control and management control,
(RTP, Nov 2018, NA) (MTP2, Nov 2022, 5 Marks) (MTP1, Nov 2023, 5 Marks)
° OR

What are the differences between Operational control and management control.
(ICAI Study Material) '

Differences between operational control and management control are as under;
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inventory is a matter of operational control, in contrast to inventory management as @
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- T i echanistic in nature. A se i
ii) Many of the control systems in organisations are operational and mechz j,mqement control is the achievament of
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instructions are formulated. On the other hand, the basic purpose of m o
ange - in an effective and efficient manner.

enterprise goals - short range and long

Q43. | Explain premise control.
(RTP, Nov 2018, NA)
; | turbulent organizational
A strategy is formed on the basis of certain assumptions or prcmlses_ahout the comp|i>:]r?1r;‘m to verify the validity and
environment. Premise control is a tool for systematic and continuous monitoring of the er'Mrtwo rypes olfastors
accuracy of the premises on which the strategy has been built. It primarily involves monitoring Y |~ Pl
i) Environmental factors such as economic (inflation, liquidity, interest rates), technology, social and reguiatory.
ii) Industry factors such as competitors, suppliers, substitutes.
" ; i i tinuou
Q44. | What is strategic control? Kindly explain the statement that “premise control is a tool for systematic and ccntinuous
monitoring of the environment”.
(SA, Nov 2020, 5 Marks)
Strategic Control g :
Strategic control is the process of evaluating formulated and implemented strategy. |I.IS directed towards identifying changes
in the internal and external environments of the organization and making necessary adjustments accordingly.
Strategic Control focuses on the dual questions of whether: (1) the strategy is being implemented as planned; and (2) the
results produced by the strategy are those intended.
Yes, Premise control is a tool for systematic and continuous monitoring of the environment to verity the validity and accuracy
of the premises on which the strategy has been built. It primarily involves monitoring two types of factors:
i) Environmental factors such as economic (inflation, liquidity, interest rates), technology, social and legal-reculatory.
i) Industry factors such as competitors, suppliers, substitutes.
It is neither feasible nor desirable to control all types 'of premises in the same manner. Different premises may require
different amount of control. Thus, managers are required to select those premises that are likely to change and would severely
impact the functioning of the organization and its strategy.
Q45. [ Sanya Private Limited is an automobile company. For the past few years, it has been observed that the progress of the

company has become stagnant. When scrutinized, it was found that the planning department was performing fairlv well but
the plans could not be implemented due to improper use of resources, undesirable tendencies of workers and
non-conformance to norms and standards. You are hired as a Strategic Manager. Suggest the elements of process of contral
to overcome the problem.

(SA, Jan 2021, 5 Marks) (MTP2, May 2022, 5 marks) (ICAI Study Material)

ﬁzgzzir'a’glva:e zimitgd deteriorating performance due to poor implementation of plans that is improper use of rescurces,
i :n endencies of the workers, and non- conformance to norms and standards, all point towards weak controis in the

Implementati
cor%pany Sh:)z?d(;;z'fsn;lt_:anncl)t aseure resylts unless strong and sufficient controls are put in place. The management ot the
tigently on developing controls especially in the identified problem areas.

The process of control has the following elements:

a) Objectives of the busi i :

) e snr.ues's system which could be Operationalized into measurable and contraliable standards.
r monitoring and measuring the performance of the system
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standards and (in) for learning new insights on standards themselves

; system,
) o ; tions to the
) A mechanism for feeding back corrective and adaptive information and instruc
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ing deviat
detecting
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/ c) A mechamism (1) for comparing the actual results with reference to the standards (
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for effecting the
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Above elements of control would ensure a proper check on improper use of resources, ltj.on of plans
and non-conformance to norms and standards and ensure a result oriented implementa

Part Ii: Correct/Incorrect Questions

Q1. Information gathering and deep analysis can eliminate uncertainty.

(RTP, May 2018, NA)

The statement is Incorrect.

ili i e lng
ot ab e to i i blllt g ’” O”“atlo” ga
t i i ty i t sent y Vi tt t “aS lnherent Unpledlcla y ”I r
‘ . ! ’y. ' i ! t e”’ni"ate Uncertainty,

Q2. Strategic surveillance is highly focussed and or

ganised control activity.
(RTR, May 2018, NA)

The statement is Incorrect. information 1o uncover
The strategic surveillance is unfocussed. It involves general monitoring of various sources of inform il Bovsite,
unanticipated information having a bearing on the organizational strategy. It involves casual environme o e 0o
Reading financial and other newspapers, business magazines, attending meetings, conferences, discussions -
Strategic surveiliance, a loose form of strategic control, is capable of uncovering information relevant to strategy.

Q3. Corporate culture is always identical in all the

business organizations.
(SA, May 2018, 2 Marks)

The statement is incorrect.

Every company has its own organisational culture. Each has its own business philosophy and principles, its own ways ‘?f
approaching to the problems and making decisions, its own work climate, work ethics, etc. Therefore, corporate culture is
not identical in all organisations. Organisations over a period of time inherit and percolate down its own specific work ethos
and approaches.

Q4. Strategies may require changes in organizational structure.

(RTP, Nov 2018, NA)

The statement is correct.

Q5.

Structure has no impact on the strategy of the organization.
(SA, Nov 2018, 2 Marks)

The statement is incorrect.

tlIl: Multiple Choice Questions

An organizational structure with
(a) Divisional structure

constricted middle level is:

- —— e e ——— e - —
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