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01 INTRO TO STRATEGIC MANAGEMENT

CHAPTER

& NATURE OF STRATEGIC MANAgemeNr
Can Wwe Sl'w;pl)o that 8h’aleﬂic Mahajmt 15 Covnbin akiow o two smp-
terms - smmeg-)a and_ MANA?emem

_Jii"s undexstamd +the term 8‘&&.&3}9 o
It is the wap the business deddes ¥ regpond to

a%zba‘nih’w t- dynawmic £ hostile extemal forces alona w2t
1 Pv‘lsving ‘theiy vission . missiown . gods . ObJecﬁVe.g'

Shalea]a is the game play that management of &
-?)cb;‘n'-Hou -  business Uses to conduct opua.h‘ons ) Sczh'sﬁ—y and
- adrack the Customer . imp'rove mar kek PO_S':HDM y

ComPe.!'g succwb-ully £€ aweive ifs olo_recﬁves-

911'4?‘3? is the Iong term blUQPn‘ﬂt o the desired

-b:.bin‘ui-n‘on b tmaaq of the Q)Ygttm'sa.lfw , ik divechion € degtmation
2 fre ®*What 1t wamts to be * what It wamts tv do
e Where &t wamis b 30 * Row 2t wawls to do

5+falegy is considered consiovslf amd, cle.g:‘cjned with b-(exibim)a

to show CbrPoYal‘a's Sntemt and ackien to -
() Mobilise the regovice i) Hamdle evemls € problesws

(Kb odireck eﬁorb € Behaviour (v €valuate € ohlise oFPorhmih'u
() Pexcesve threats & Use regourcer to homdle ét:

Lo
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Si'rafeﬂf Cam nevex be perfect , flawless ard optmal as theve
is C!ltncu‘s scope o}y Improvement: Also Strake?}a Is b—(exib‘le ’
Lhith meams it ¢com be c,hcmged as per need £ Ztis pmgmaﬁc,
hevice deals Wwith the problens I Pmch'ca.! way , to take Caye
ob- suddem ennexgema‘u, 5 J—ailuru ., iscalew latone.

Ivis o be kept im mind , Sh‘a}‘egiu are J'armwl of Qacl levet -
Corporate (fop) dewed - for the emtire compavy as a whole
Divisional (Middle) leved - for ceperate divisions (Hokdls. ciggrates)
Fundional (Lower) lewed - j'of SePQxa.l'g b-um.k-'ona I'ke .s'cuu/Hg

det's ynderstamd the teym Manqgwnemb

| l
kuf 3"’"}’ ch an 0?‘1“'3‘050" It is also the set ab. nter-
Whith Is 2ncharge of affoirs Felated funchions &£ processes
Ob- orgqni:ah'on.s' Wwe con qu Canied oub by managwmt
mgmb* 4 Cheify organ entrusted o) ax Oraqnisqh‘oh o altain
with task of ma»ldin} entitp He obgeckives -
Pmdu:h‘ve and purposegul by
brinaa'ng foge}hu disergamised
fesovrces - manm . m'om.)a,malw'd
and 'I‘ech'nolog/o

These b—U’fld'!'on.c Qe - Plcmning.

Grgam'.c.mg, i dired-l'ng .Shb.binj

awnd Contrall fna_-

Mavagement , thus  derermines goal , dulans arg.qnfsqh‘m , Qecquire the

resources . mobilise it  aud qllocares tmak amd resource among He

Pw.sonnd.. f0 a3 b0 acheuve what way qunncd' Lt alse formviakes ?ods,

obgective § Shraregies o Cope vp with chamging emvironment:
__
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So bjnq.u%; we can cay S‘naare?m MANAGEMENT -

2s Sek of activitieg  that managers ofp firm to put their Jrivms 17
best possible Posi’a‘on . to compete successflly in maskel -

SM process includes -edeveloping [firms Vision £ missien . obyectives
o am.u.,sis ob— emviranmient £ vanious !hﬂl’tgl'es

. c.hoosthg +e but Shfarui P amovng vasiou s Sh’tlh.gfex

. Fz’na.uﬂa mecuuring £ eua-an.h'ng the porformavce fo be ontrack:

Ques 1 - Ts Straregy Reackive oOr Proathive 2
Reatton wmeans the response 3.:'vem after wwt ha.ppwccl'
Proactive means Q@ding in advamte befpre evemt happens.

A Si’rqj'emg s a blemd off proadive % reactive qQckiona -
Proadtive actions from e managers So Qs fo im prove
e Cuvremt warket position & [finamcial performance
Readive adions to the verious Svddew , Unamticipated

Vl'wl Chwrgu (n e extewmal emvironmemt ax it is dynawmic-

How we cam sap a s{-mre&P is Proackve 22

Because a companys Cuiremt shrategp Comes from Pﬂwréuslp
Znittated achons and business approaches whith ade worh‘ng weld
and alse mew ackovis of managers to sfremg'l*hem Compamy’s overall

p«:[-ormance £ position:

8o shrakegp is delibesate & Pro-achive dg prodvet ofy mgmts analysis

o Companmyls  Corrent sitvakion and alse ifs cowncusion abovt how

to position +he Compamp in monrkel and ompete with o-:mpd-ﬂ'orr--
S /7 By CA Amit Sharma 27 Q_
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How we cam sap a straregp is Re-ackve 77 |
Becavse ‘haaha.jm Cannot anh'cc'Pa)e £ plam le:f mj 2n qdvance -

There can be sitvations when warker £ Competition takes an

Un- expected tum and the old shrategy &5 o novse , So there s

@ revision in the old sh’qkeg’a requircd- And tus when theare (s a chqnge.
tn strategy as a readion fo the Unexpected c.htwge'zln the market .

Si‘ratggT is called as Re-achve-

8o Fevally . Cragting Q Shrategy 2nvolves Sh'dm'ng preachve
S{'ﬂu‘eg‘p based om P'rr‘or' Succe,ssb-u[ ex periwvice amd Teachve

S'ffcutaja Wwhich Come frow Succenfyl reaions to chm?gi
Clycumstom ces:

And Hus we Cam say a .‘;h'tu'egp

e Solves Gomplex'nl-bo and redvces o Elm‘sr-u e,m'anJ Prolole.m
Urncex{-cu‘nii:)c caused by chqnau and Solveg them with the
in emuironment: I"WolUHonq.Mja 2deag -

OVERALL OBJIECTIVES OF STRATEGIC MANAGEMENT
1- To treare Compd-"l-ive aduamtuge.. 2-To 3;'(.:19 the Comp'fmp
So that CD'MPOM_y cam pwrjwm 5uccc,;s|{uny Hnmvgh all
belter than the Cnmpd-H'O\'s C.ha.nrgu v enronment:

JIMPORTANCE OF STRATEGIC MANAGEMENT

Chanles danwiv Said " Survival Ob- the Fifl‘ut"amd b-i’d'esl'

Ymeawms hot the laxgut or S!'rongesf: buot One who coam adnpt'

and Cha:ng a.;Ptr Chamga'n? circow stomces -
__II By CA Amit Sharma 7/ AEE—
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Caun busivess orgam’sqﬁow has t= build “mpetitive qd.vambaje, £
wivi oven 2ts compeﬁi-ors else 'Haa.g will 3:1- extvct Lke
Nokia . Bafay , kedak . Vzdeocon:

Defines the
goals and

mission Helps the

organisation
Enhance the to develop

longevity of certain core

the business. ._ competencies
and
‘ . competitive

g Importance of e
Sl asa Strategic i
cgrﬁ)orate ‘ Management . torgamsatlgtr)s
efense o be proactive
mechanism instead of
against reactive in
mistakes and shaping its
pitfalls. future
Provides
Prepafes .the framework for
organisation all major
toffj't(fréhe decisions of an
enterprise.

LIMITATIONS OF THE STRATESIC Managsmenr
L- €nVIRONMENT 1S HIGHLY ComPleX & TURBULANT

It is Veny dewu— to exactlp undexstand thew complex emvironment
and plan that wheve it will move iv b-uhwe_ - Am orgaml’swn'on has
to deal with Supplier . 3’”" . Consumers ekt amd & ik bliwd.l)o
Velleg on ifs Strategy . Hhem a‘b environment is h:’g&ly tvrbvlamt
T T T R ey

S /7 By CA Amit Sharma Il—g_
(/& Fast Cost FM by AB
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2. Time aomummg Process
As we know S™M stark with sgu-ina missien . vision elc ., them

Cmcuxfsina envivonment ., +he d'mdt{sing Sh*ukegr’u . Choosfrg best
Sbrqreﬂf and ibs r'mplememi-nh'm £ eyaluvekion - S0 a Lot of time
3&5 involved € adval Scemarm'os mq_’o chanao.

5" CosTLY PROCESS

Expents hauina P—nowledge ob— 5M charge heyty fees for the emtire
Process and Since tnis process requ'tre_s propenly analysis . a aood
j-ge,c on eme'l:s is ;Pmt mcuu‘r!j it dilel: J‘or Small & medivm
orgam‘sab‘an.s-

4 JHIFFICULT To PRELICT RESPONSE OF ComMPETITORS

Since &n 'L'odaq's world eath awd evenp one have access fo all

Sources . so all orgam'sab'ons try o apply SM concepts and thus

it becomes diffiwlt to estimate the response oy tmpetifor Yainsk
S{'rctregy o} Farm . ax ﬂqu are made in the close dogrs by mgmt-

eg_ 1~ Whew Apple Yemove audie Jack , jocns on Wireless Spcaker Tose.

Bueg 2:- So there are so muh limitabions |, then why to go
for sm 2
Simplp becawse A-bUAN'rAf,e.s OFs™M > LImITATIONS

Values/Value System

__II By CA Amit Sharma 7/ AE—
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STRATEGIC INTENT

® As we all know SM s a Aymﬁ: Process ob— Hnalysina Environment .
Id""{'ib"ii“j Si-rmgie; R Choosfnj Best , Tmplwm’n'ng £ quIumh‘v;g.
So q¢ the orgawﬁsaﬁw Achleves its Sh‘a.t’eg:.'c Intent:

o S'hrcd‘eaa‘c Intent rcw; to PUTPose s which or&q'm’s ahioy Shives
for . Gurat and Why Mawaaumwl: went fo must be deb-ineal
by Semior manadewemt and Why mgmt wamt to do Zs called
=7 ﬁb’ad‘cgfc Zngemt

* Tntemt J‘Ofms I:hilo.coph{caﬂ bage ob- sV It C‘livu [)ef/spcc.h'vc ov
View of e means whidn w2l hdp b aweive Vasion -

®* Tt aqlso &ivcg, 2dea ob- what orgqmz‘sah'am wamts o ameive v
b-ui'ure_ ov lOna_ tenm market Poﬁh‘om it detiree to reate oy
OPPOT‘hmily fo explore hew possibilitieg -

* [hteat also prow'dc.& j’erework» within which Campqny cqmgo
2n a Pvedc.l‘enmim& diveckion to Qcheive Zfs obreckives

° Q{Tah?lc. Tntemt t'b expvesnd tn broad tesm can be 2n Jorm ofy
Vision or Mission and & expressed v predise terms . it s

the aim [o be achieved e saoalﬁ ¢ ObJecb'vu-

CLEMENTS OF STRATEGIC TINTENT

! | ! !
VISioN MissIoN $OALs & VALUES

OBTECTIVES

S— By CA Amit Sharma 7
)/ €l Fast Cost FM by AB

Chapter - 01



Intro to SM
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VISION

® At Pne Very S'tml";b' Sh‘ateﬂia ma.kina, p mal'mt must decide
the patin ZF Wants to jows on & Row following thak decided
Pa.tv. will lead to chamge v produck - Market - tedh- wstomer
(o'rnpd‘ny avnd. Hns View ob '|'DP \"’Ki‘ME about ¢ols direchom.
product: - maxfcet - teth - Wilomex jorms Strqtegic Visien.

Vision

® \Zsion me\s'es blueP'rinh ob. ComPch's D-ul'ure Pos'iﬁon + It deseribes
Whexre organl'sa-h'on wants o land & <Shows whak f wamis
to bewome in [poture -

® T} deljneakes manaﬁe/mml:is o.;p‘;rah'ms for business |, provid.ina
Pqnomfc_ View of where we ave to go £ why its 3,ond Jor «.

* It alse Communicates Mgmts mpirqb'ons o sStakeholders and
travg forms emergies ofy (ompamy personnel in Common direchom:
HAFCs Vision is to world class Indian Bank:

Apple’s Vision is to make greal produds on eanth:

eq :-

E£SSENTIALS OF STRATE¢IC VIsSioN

| | ! !
Fowmin? Vasiom 2s A propexly dur'jnrd It Showcases Tbink.c'nﬁ
-ﬂniaht: on the Sreakively

awn excevase Zn VZsion Creales
Tntenigent enthusiagm Qmong. direckion in dbout how fo
Entupnmuufship members o the Whith, e prepare Company
Organzsakien Ovgamisakin is for puture is
hWeaded enterpremgunal
Cnatlomge -

__I/ By CA Amit Sharma 7/ AE—
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MissioN
Mission Statement ~ ® It s an answer to fne basic question :-
‘ @ N il \! who we are 77 ard what we do 22
‘ who O/t when
/ [\ | \.l\—f
= , .f 1 Ne \'.‘ ( =
qvﬁt»—{l f | hjﬁﬂ ® Mission statemenmt is fowsed on wrvenmt
A VANEN /) bvsivess <cCope:
(2 aMEES @) d
where, _how |

* Farms must C.onc,e,P{-uqusg g clca.nly express mission & business
&gh-.‘nih‘on . tlse the j—umble Zn idwi—iﬁ-fcqﬁow ob oPPo-rL—unih‘u and
Mqﬁna Si:m.teaties to grab them -

® exawmple - Apple’s mission s to bring best user experience
HAFcs wmission i to be prejheved previder ofy Bawh‘wa,

Senvices for retoil aud wholesale wstomer -

WHY SHOULD ORGANISATION RAVE A MIssION

Ensures Uninamil-)o Suwuali Focal SPQ‘;W OYgam'suheth

ob» purpose wzthan Po\‘n{; to idmﬁb? purpose ‘g' +ranslake ¢}

OTaqm'sa.Hon- purpose & dive th'em 2nto 30c:1.s mee.h'wg

! L Cost & hme parawerers |
Basis for Fadilitates Bqu'sj-o
aldo ('.o.h'ng tran f-l-d-l'l‘ovn of motivativ
rganisatin foals inko werk Use of e
resources S Ovgomisabins
Fetources:

Lo T
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?UID&LINGS IN FORMULATIN’&B Misston STATEMENT
Mission Starewment Shoyld I'Eb-}ect phl'losop‘n)a o, oraam‘cab‘ons
Hat s Seen by Semior managms-

It should be clear, It %Wu orgqm':qh'w good lmiss:‘ou,

du’s tinclive , pﬂ:u'se,, 2t own SPec.l'a} l'dem'h'l‘)p, Statuments are

feasible & moh‘vah‘n? business emphasis & Unique for eack
path for dwdopmml‘ CVaaMl:‘o‘a.h‘w-

A Coumny.'s business 2% deb-imd b)o R
(1) what needs 2t is 'l'rying to Sqﬁsb)o (i) Teen £ wmpetendes it vees
(1) whnith wshomer grovp its targering (v) Achivities 2t pexforms

COHAT |5 OUR Mission 22 OHAT BUuSINESS WE ARE IN 22
Petev Drvcker and Theodove denztt emphaﬁzed. that bn'r'sl: step én
Business l;)avmc'w? 2s to cleougib-)a Covporale w2ssion amd ol-{’-\'ne,

the business b-.-‘rm s """3“3"-" en .

The basic Questions to be answered to facilitake this are -
® What 2s Qur mission ® What 15 Olhmate purpose
® What busimess we are in ® (bhat do we Wwant fo become
® (hat kind ofy growih we Seek ¢ Whom do we 2ntemd fo sewe

® (hat bﬁngs vs fo Pis business ¢ What Human need we intemd fo sowe -

* n what business would we be Iv b'u'lure

Mission (s an expression ob- 3mwi-h awmbzhon oﬁ firm- Tt is b-{rm's
bu}ure visvalised aud 1s Skerch off how b—z)fm wants 2ts b-ufure to look,

Irrespeckve O What 3F 15 fodap-
s [ET 77 By CA Amit Sharma 77 AEE—
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Petey Lrucker says . - what busivess are we én 2 shovld hawve an answer
in Mq-rke}'.ing or €xt nal Pmspeoﬁve and mot restated fo gemm'c qq,'vily

ob- Business-

COMPANY PROQUCTION -BASED ANSWER MARKETING - BASED ANSWER.
Inaian OlL Wwe produce 03l amd 3qs PYova'de Safre anmd cost
products effident energy -
LAKME Wwe make Qstmelics Wwe selt hope -

(hoALs & OBYecTIVES

As diswssed , vision € missien ave brokem doww 2nk goals
and Obj'eoﬁVes- Evem -l-houﬁak both awe Synonyms but 3ods are
opem-emded. } demole b-uhnre ovttomes amd objech'ves axe close -
ended aund wore cpeciffied Omd transiate 3001: b fo-na term £
Lhort term perspedtive -

CHARACTERISTICS OF OBJECTIVES
DbJec.st ave afgan{sdfms pexjofmqme {'q.vﬁexs - regults ©Ov
bottomes 2b wants to achieve £ 'an.y aut as ‘Yaydsh'd: to track
e performavce: Objeckves Shovld -

! . | | ) ¢
.¢q.;,1,'e_ Provide provide Concrete Red’hd Correlate Fadilitate
orgawvisakions basis S*:C;n dard and. to fime with towards

: . v Specific ame Cadh achjwymenp
rd:m Ship f pexformance 3 othey: miStion
wi S C i Chal X
emvivenment  decisfy PPl Set within 38 measorasie & PUrpose

wiakin Constraints and
2 nb- ovQanisolens Controllable

tesources § Env:

L
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NEERA FOR BOTH SHORT-TERM £ LONG - TERM OBJECTIVES
. Compwhy'_s Fanamecial, 4' Strq}:ea-l'c ObJGCﬁVGS 0\1&ht to 2nclude both
Short - teym & long- texrm Pe;rj-ofmq-nce. tarad;'s.

Bludkenly o Anvval Obrectives helps in immediate vwmance improv.
J J £y pergo p

* & a OomPamy whith has ob\)—ed-ive ol -OOUbh‘n& its sales with Syrs
Comt Wwart fw 3rd or q*’hyear te begin gmwing its sale £ bage:

* These perjmmwwce tquel:s indicakte sPeecﬁ atb whidh lenger - I“Uﬂgg,
{.'Grjv.t's ave Yo be approached avd shows what is fo be done
Mow 10 adheive the Set posih'uv: in next 3-5 yeass:

JONG - TERM DBIELTIVES
L(mg term ObJeckives f;.pruemts fesolts expedfd. from doing certain
stral‘e.aie& and. Such sh'a-ttgie.s Tepregemts ackions to be fakem o
Complete Iovng few obrechves -

Tiwe fromvie b-or obrecive & Strategies be )'2“;‘;'

go v QAtheve fov?-{-um Pwspmu’t)g 5 Iong» tenrv obJ'ec.ﬁv'u Were
Set 2w FQreas -

[ i | - |
Prof italb h’r)o Produchiva tp Competitive Emplope e
Position Develvpwent
Employee Teckmological Public
Relation deadership Regponsibility

_g—// By CA Amit Sharma 7/ AE—
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SHORT- TERM OBJECTIVE S
Tl"lvﬂ com be 2demtical to lfma- tenmw DbJed'ives 2 an o'agaw'sa.h'en
Zs cdreadga Pexb-awmfng, at +ar3eted lon? tenm level - - a o -
Plavned fo adheive 20f propit 3rowl'la tn Syears amd 2y ek
is ql'read_\jo runnina ar 20/ g lowth roke -

But long tenm & Shorg tetm Obrectiveg will Svrely diffyex 2fy the
or?anisab'ow s hjoin? to elevare performance & Gt mateh 2
2n Shork- tervw and them Short - fevm ob[ectives act ag milezfove
o aheive long -derm obgective:

BENIFITS OF OBJE€CTIVES

| | v v ¥ e ! 1
P'rovide Allow Aid zn Establish Redvce Minimile Stimu)ate
Aireckion SYynergy  evaluakion priovihes U ncertainity  Comfpicts Exertion

VALUES

A companys valve sebs the tone for how people think & behave
esPeda.u)a whem In Confusion -

I+ «reates a semse Ob- Shared purpose 2 build a Sh'ong jOUhdah‘on
Qund, b-ow_; on IOﬂgo.Hvi'l')a oy mmpqny's succeds:

Gw\ployee_s tork with employ exs whose value regonale with thesr
e Whom +hu_y Con relote In do.ilf £ work tpe and Customers
also Prejes to bup products from Cowmpames that refect thelr

b&”gb- Sysfem - So valvez have Tntennal £ Extennal implicabion

S /7 By CA Amit Sharma 77 Q_
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VALUES Aues - TNTENT v/e VALUES . Whidn 25
broader concept 2

3:;?3; Intemt is the purpose of doing business
Mission; gl .
dsrinaly Valves awe the principles that guide
Objectives

decsion maks ofy businegs -
€ Ven 'l:houah bothn Go hamd 2n hand but

valves 1s widexr tham 2ntemt au ivtemt Is driven by valves-

STRATEGIC LEVELS IN ORGANISATION

A Iq-rge, organ{saﬂon cam have multiple - divisions & each
Compexz'nﬁ n dib-bwemt busineas es - eg - (Tc has Hotels ,
S{'aﬂonmtp " cz‘ggamku . 3roccv1\a , Pw;omu Care djvisien-

a4

AASHIRVAAD _(-_!ﬂ%

Three ™main levels ofy the
manaﬂweml:‘ are -
o CﬂrPora.!'e (T'OP) level
* Business (Middie) deved

JOHN PLAYERS . g
g Funchonal CeLowu) Jevel
unfeast
N/
Three levels of t i
ree eve 0 managemen Chief Executive Officer, Chief Marketing Officer,
Chief Sales Officer, Chief Technology Officer
President, Managing Director Top
Management S
g 5
= Marketing Manager, Purchase Head, o
o Sales Manager, Operation Manager, Middle g
’ { % Branch Manager, Finance Manager Management 8
< &
o
Supervisor, Foreman,
] ! 1 Junior Manager, Inspectaor, Lower or Operative

Clerk Management

00 00 060

N Workforce

_g—ll By CA Amit Sharma 7/ AE—
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CoppPORATE JLEVEL OF ORGANISATION
e Tt Covsists oly C€0, Other semior executives , BOQ . Corporatestafy,-
* (2O 1s Prindpal dedsion makex 07 3wuaﬂ manager-

‘Thg,:,! are 3uqr&‘ans ob— shareholdexrs wealth ag ‘Hmuf have to
fows +hat sl:rakegfes ofy Company maximises Sfholdus wealth
'They; onv:‘de Orgam';a.h‘on level view o S-hrareg)o whick, 15

furiher Cowmunicated to business level managers
Oversee deueiop Define mission -ﬂetu!nfne
of Stralegies for amd &boals ofy What business
whole ofaamigab‘em OT&GMI‘SQHGM 2t chould be iv

v

A”O(‘aj-(‘ﬂj" YeLourced Imp]wnmh'nj Prov zd;;lj
among di'fly - business Strategies keadevship

BUSINESS LEVEL OF ORGANISATION
o It consists of Jivisional Mana.ge/fs & Staf -
* Hexre the 3emwaﬂ manager 25 Head ofy Lavision.
. Tlneja trans|ate 3emexa.ﬂ Statement of diveclion Pak Cowmes
j-rom Corporate Level 2nto concrete Strategfes for their business-

FuncTIONAL LevelL OF ORGAN|[SATION

* Thep are regponsible for spediic business functions that constitvte
Company ov its davisions:

* Their Yole 2s to deudop bonoh‘onql Sl:ra.teaa.'es 2y their areas.

* They convent the business level Strategy 2nto functional level

and also hawve close Cowvnect Wwith wstomer , so they Se-nemkc
2'mpor tamt Zdeas t00 thar bewme imp- Straregy for company.

NN 7 # By CA Amit Sharma II—
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first atte

NETWORK DOF RELATIONSHIPS BETWEEN THREE LEVELS
e know that corporate level decides whak organisaﬁow wamts to
achieve - Busivess level them breaks down the Same as per their
Fegpective division whida buf{'her klouus down to junctional level to
exewte & aAdhieve results -

Fortvexr there cam be varigus ways -I-hrotﬁh whith all, the three
levels Wwill be Zntenlinked and ét mosﬂ)o depends ov Otgqm'.sah'on
+o deude what kivid on— Netwovk ob Eeﬁaﬁonshrp Spits them .

The 2 majox '\‘szs of Network ofy Relationship are -

FONcTIONAL & Heal:iomAL MATfaix
QIVISIONAL
Eaun division oy junot-io'n Aj-la,l- Structure Where A 3?:'4 Qke
(s zunm indepemdwtlp b)o Quenypone s ak Same Structure where
divisim/b-ond{on head who level frow fop mgmt ovie team (s
To.Pof{-s dfrecHY to Corporate o (ower level employee- formed wi-l-h..
leved wan ager: Most svitable /v Shartups people hrom diff
leads to trmspexamr_r, dt{)MMeml‘s\fOr
femporany tmak:
__II By CA Amit Sharma 7/ AEE—
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Strategic Analysis: External Environment

A PR NE R

CA Amit Sharmo EEE—

02 STRATEGIC ANALYSI S:-
CHABTER EXTERNAL ENVIRONMENT

There are vonzous tppes ofy o'ra.qvlg‘sqb'wu OPWaHng_ , Whith are
dJ'sh'nauished on the bours of Size . type of prodvek , mankek,
alﬂ.o?ra.p'hica.l Cuvmaae ; legai Status:

But Whatever the Sizeis . +he.Ja

don{ opelra.l'e n Vactum Omd the
organsations alwape ack & react
to whakewer happens in extemal

Cﬂ\uironm emt

Ques = What is emvironmemt 2
Extennal j‘ad'or.c Wwhick malnajuman{:
thinks ob

Qvu = hakt s business emvivonment ¢

e

All the jqchovs outside the business OPezra,h‘ma-

The emtire process o Formulakion of Strategy Starts with

S{"rq_['eair. H'na.h,su’s = Analysis of Intuinal 4 €xtennal envzronment:
$+rate_3|’c Choices - Choesing the best among vawouws strategies avail:
Imploment & Evaluate - Implementing & continvously Haokz'ng-

Evaluation °h extemnal emviranment hd.Ps o Undarstanmd +he oPPortvaih‘e.s

and Threats in markel and ewalvakion of infomal environment gives Znjo -
qbout ouv .Si'rmg‘ch € weakness.

S——T i By CA Amit Sharma 7
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1& Strategic Analysis: External Environment FA '5 T
—— arma first attempt success tatorlals

5TRATE§IC ANALYSIS

Sthh;l‘la. £ amal\(;ihg the envirovment ¢s a natural @ continvous

acﬁvifjo- It can be done both via forma.l and Tnjormal mMeans -

For &xample - Leanm'ng abavt any tax ammendemt from news
channe) s Ejormo-l while re_adini_ the bare act is formal-

Also . both the Formal and Informal means should be Used ax only
jows‘mg on Inb-orma.! means W:2ll expose organl'sab'ms to Uakici pared
hazards and wmissed Opportunites: Sha.l‘egll-. qunnEnJ 2s vsed 'Hnrmﬁh
Vanious Si‘agu ofy OPuah“on.c and ‘makes olzjam"sah'owa +hink about the
r2vals and stqy ahead of. Compelition -

Two [MPORTANT SITUATIONAL CONSIDERATIONS
(I‘J Indusl:ry and Oompeﬁi';ve, (i OTgGMtBQ‘fOb'S Own ca.quili-h'u. i
GovdzHang resources . Strwai-h , Weak ness .

LIMITATIONS OF STRATEGIC ANALYSLS

ey icentity (0 It 3“3 0"84712'50!1‘07' a Jot of
= | Amlysis || Opportunity, | nnovakive OP\'foné . but does mot
Gmm" \\ A Threats | +el|] which one to pick - S0 OPﬁovu
/ '
Vision \ Cam be Confusing . OVcnIappmg £
Mission | / J.iW'wlf ] implwmt-
Goals / S
Stfatﬁgles L Internal Identrfy c;-l) It_ com bc time' Cﬂﬂ.&vmz‘ng .
Analysis | "| Strength,
W which dasturbs Ovenall
e |J
O\rgqm'sdl'onqﬂ bundioninﬁ g'}

Strain other epfiuemt Znnovations svch as deueloping New produd-/ senvice -

=" 18 | 77 By CA Amit Sharma 7/ SEEE——
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FA s T Strategic Analysis: External Environment
first attempt success tutorials

CA Amit Sharmo I

Tssues TO CONSIDER FOR STRATEGIC ANALYSIS
(i) SIRATEGY EVOLVES DVER PERIOD OF Tiwe
Sach Sl'fﬁl‘egl'c deusion must balamie ald \“htj—ad'ors ot impads & limits

+he Sh‘a*?p because e outcomes ob wu,quy deusior jo«m kuf element
Gb- e S{'ra.l'esic, ano.l\’sis'

The current Sha}eﬂy is legult Ob Sewveval Little choices takem oOvexr
lovgw peried of time: And strategp eVolves over times becawse it

3% influemced b}) expt.n]emce but has to be UPda.te& when resvlts
becowme cleay

(i) BALANCE OF EXTERNAL £ INTERNAL FACTORS

In sl'rqteﬂfc. d'aalrsis a proper balamce 2s reqviu& o mainfained berween
extuomal € 2ntemal 1'qc.tors- Ma'nqdememt must  Consider Opportunities,
inbrlumces and Govstrants while 'l'akiwg a S'er'egic decsion

Theve arve j’-actor.s +hal dvive a deasion |zke eﬂl:vn'ng a mew market or
constraints tat [Emit the Op'h'oh lzke presemce off Iq'rae oPFonemt' amd]

Caun o-b them ‘*m'ghl- howe diﬁ-ﬁeﬂwt level oy impact . Also Some Can
be ynder cwutro] ob- Or?Qnisah‘ew c!} Lome Nt

(i) Risk
It is a(wat‘s required o maintain baglamce byt Complex‘rl'y avnd. inhnlfnh’vg
o]; various Variables v environment reduce the St'mreafc balamce -

Competitive Markets , Liberalisation , globalisation + Booms . Receuion
all wmap pose dipyeremt cleare.a of resk: Tt is imp: to Zdemiify Nisk and
Assess its (Consequemces: -
__-

Chapter - 02
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Extermal Rask = QUe to 2vconsistumues between S-h'aleﬂjo of e
ov&am‘saﬁov; and jvrces én e emvironment:

Intennal Risk = Lve to forces within the orgamfsah'ov or dired-l]a
fntera.d'e:na with the evaamu?;ah'on dn touhne basis.

SHORT Time
EXTERNAL s+rara3a~. Failure dve
Risk to errors in t'ntwpveiiné
the emvironment:
INTERNAL Unable to cope up with
Risk

Stral'egz'c desmand dve
o less Orga\ag'sqﬁo'na.ﬂ

Cafqdi )2

STRPn’g@c RISKkS THAT REGUIRE CONSIRERATIONS

LON? TIME

Obselescemce ob Stralgjf
dve to Chamju. in e

emviron memt -

[ncansistencies wity the
Stf&l‘tgp dve to Chqnau i'n
Zntennal c’,q.{:acih'es amd,

Prebexcmces §

VARIOUS ANALYSIS TAKEN [N EXTERNAL AN INTERNAL ANALYSIS

EXTERNAL ANALYSIS

LUSTomgR. COMPETITOR MAF{K&r ENVIRO Nn?léNTRL
ANALNSIS ANALYSIS ANALYS IS ANALYSIS
Segmemts, unmet  Objekives . Stralegies, size., growth. Technological , govt.
meeds . mohvation witvre , perjormance Propitabilty . ewvomic , witural,
Cost struchvre emiry barriers

T

OPPorfun:Hcs. Threats  Tremds & .Sh’al'egl'c Uncertain'ities

__I/ By CA Amit Sharma 7/ AE—
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INTERNAL ANALYSIS

l

PERFORMANCE DETERM|NANTS
ANALYSIS ANALYSIS
Profitabilitp . sales . Quality. HR . Past and cwivent strategy ,
New product relakive Gost . Sl'ml'egt'c Problw,oraamicqh'md.
Customer salisjaction Capabiities & Constraints .

e ——

S'h’cngi-h » Weakness , Problems , Constraints & Uncertainities

Economrc (HAapacTeR OF INAUSTRIES VARY ACCOR2ING To

¢ Ovevall size & marker 8row‘l'h rafe * Pace ol TechuolfJ?fcal Chanﬂe
. -OfSPosclble. Tneome oy Prospecﬁvc B“‘yer " MQYk&ﬁﬂg OPP'OI"hJﬂéHE’.S
'T‘ﬂae oly Distanbokhon channel . govwnmeml' 5UPP°Yt'

* Nuwber & &ize ob» vaefs & Seller ’ geo&mphical Boundaries of market-
* Whether Sellexs Produc.ts are Va"l‘vallja identical ok diffyeremtiated -
* extent to whith Cost Qre Qljected b)a @conomies ob- scale -

An Indu:.-l'ry'.s economic traits . CowlPe'H-h've conditions and how 'l‘he}‘)

are expected to change detowmine whether its profpit prospeds are
Poor. dvmaae oy excellemt:

Bot Dndustry and competitive conditions dibb-u S0 myth that sewe-
Yimes Ieading compqm'cx 2n Unqttractive industries Camt eanv 3.ood

projits but weak cewpanzes in attrackive Zndvstries caw athieve 8«:&
Performqnc.e-

S——T i By CA Amit Sharma 7
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_Srnmggy AN BUSINESS ENVIRONMENT

The Strategies are created Comidma‘ng both intewmal amd extennal
j'nctors- S{-rqregz’si's Provz'de av z'ntevba.-.e. between Ora,qnfSQHO'naQ
abilities and 0PPori:un.'zh'es } challemggs which 2F must deal wethin
e (a.rgur emvironmemt °

There 25 @ close and coutinvous interackion betwean business amd 3ts
envirov ment amd, 2t hdp_s tv Strma'\'hmn'ng, the buvsiness bz‘rm and using
its resources more effectively. Tt helps business 2n -

'[i) JETERMINE OPPORTUNITIES AND THREATS - The Znteraction explains
o[)poftvnéh'es and threats to the busivess: Tt heps 2 b—f\ncﬂ New neezds,
wants of consumer , change 2n laws or socal behaviour amd also tells

Ls what pvoduds compehitors are bn‘ng,a‘ng Zn market

[ii)_&w& HIRECTION FoR ?ILONTH = It also hdf:s to 2d Qmi"lb-}a what qre
the areas j-or 3row+h avd expawsion of achivities and ence business
I$ quare o Chqnge; , 3t cam plan amd stra.l'egfse. to be successjul-

i) CONTINVOUS LEABNIN? = To meet the r_hanges in the business , the
™anagers are motivated to Conﬁnuousl}a vpdate their knowledge ,
bhdexsi‘q-acla'ng and skélls:

(1v) Mgg'rm? COMPETITION - Tt also helps the busivess to analyse
the ComPeﬁ‘l'or.s' .S'l'YQJ'Eaies avd jormulai'e ouwn S’Ircd‘cgl'cs a.cc.ord:'ng!)a-
The only aim is to beat comPeﬁHOn for éfs producs § Senvices:

_g—// By CA Amit Sharma 7/ AE—

Chapter - 02 1/ €] Fast Cost FM by AB



F A s T Strategic Analysis: External Environment

CA Amit Sharmo I

W) IMAQE BUIL-QINQ = Onte e business Oraam'sqtl’oh Understamds

the emvironmemt , it hEIP$ it b 2'mP‘rave 2ts image b)a Showz,'ng,
Smsi-h‘\rit)a o the emvironmemt in whidh ‘Hne)o onm - Tt showcages

thar business is aware ob' needs ob— emvironmemt ﬁ rezponsive fo 2t
It creates posifive ima.ge_ & help win over compelitors.

To flovrésh, a business wmust be qware of - assess amd trespond fnman}a
opportunities and threats presemt Zn its  emvironment

- Business need
not onl_\r o be qware ofy vaniovs cupcds °b' .surroundina, bui also be able

to handle & adapt to them. It wmust Continvously evalvate Zis environment
amd modifyy its operative n order o thrive £ expand

MTIcRD AND MACRO ENVIRONMENT

The emvironment én which busivess opm-dgg com be deb—iued .
* In terms ofy opp- € threats
Operating in extemal environment:

. Shma-}h anmd weakmess exf.sﬁug

2n e internal environmemnt -

The extemmal envivonment caw be Ca.t'egor-sed inte two types :-
() MICRo ENVIRONMENT () MACRO ENVIRONMENT

MICRO ENVIRONMENT

It ic related fo the Small area. or 2wmwmediate Pwip'henr)o ob- an oraams::hon
2t injlvemces an or&am'sqﬁon ragu)awlya & directly -

It Includes Supplier . Consumers , markcﬁng ., éntermediarie , omp ehitors ek
* These fadors are Specijc to @ach business

NN 7 # By CA Amit Sharma 77
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57T

-
b sucoes

Within the wmezcro emvironment - J—ollowz'ng issues are to addressed -
(0] EmPlojoe.es of the fricm . their characteristics , how {—hey are orgqv;iscd°
(i) ‘E)u‘sﬁ‘ng Cuslomer Base on which [ivm relies for business.

(i) Oqufs  whith fa‘rm can raise fjinance

fo Who are suppliers of the frirm and how lénk with thewm developed-

v) docal Community Within which the [irm operates -

vi) Darect Cnml;et'th‘on amd thelr compe titive performance -

MACRO ENVIRONMENT
Macro Envivonment Zs the portion of the outside world that ﬁan':b-icmﬂf
affects how an orgawisakion opeml'e.s but 2s fypz‘ca.uy much beyownd 2is
idirect contro| amd Znflvemce - Further the fadors in micro emvironment

Oftem relate qn orﬂ-anz'quOn to twe wmacro Zssves inflvemcing e wap
a [jirm reacs in market place-

gLements OF MAcre ENVIRONMENT

i | - 1
éemoqgamc SOC10 - CULTURAL EcoNomIC PoLiTICAL T&cuuowacm

ENVIRONMENT  ENVIRONMENT ENVIRONMENT  LEGAL

ENVIRONMENT

ENVIRONWMENT

Demographic Environment

i
LEGAL
EAVRONMENT $

-ﬁemogrﬂehk - These are characteristics o @ population that have
been Clms'lbfed and explained dcwrdz‘n& to certaiv critera,
age . gemdes & imome in order to undwstand features ofy Specifjic group.
-Owogra.phfc analysis  considers fadors cueh as face . aga - inicome , edvcation

/7 By CA Amit Sharma 7/ A
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possession of Wsets . house ownership . Job position Yegion 4 degree o}y
edvcation - Marketers divide up Populah‘rows based on their dmogmphn’c
makeup - Comu’du'z‘vna dmogra.phfc.s s oy immense importamce for amy
business - Business Orgam‘.cah‘ons need to qddress _followz'n3 issves -
* What dmoamphfc. trends wzll affect the market size of éndvstrp 2
° What dmostq?hfc tremds tepresemt opportunities or threats 2

Socio - Coltural — Tt represemts complex Qroup of, fadors Suth as
Socia) traditions , values § beliefs . level § Stamdards of literacy
the etwical ctamdards § state ol soa‘d)g , the extemt of Social
St’ra.ﬁb-fcaﬁon § conb-n'd' awnd }mb-{vwce.s QM%MPrfses in Similar Manner.

Lt is vot charadteristics of populakion rather behaviour & beliefy system
of that Population- Soup - wltvral emvivoanment Consists °b J-advr.s relared
to human relationships and impadt o Sodial allitvde & cwitvral valves
whidh Zmpads o Pexa.h'on.c o)y orgqm'sah'ow- These core beh'cb-s fmd to be
Persisimt amd it betames dijpiwlt jmr a businus fo chqnae these core
valves awnd thus it means business have o adjust fo soual horms {o
Operate Succeusfullp - ¥ primcmily qﬁcds wission & obJ'ecb’ve. Sei:ta.'ng-

Economic - Sconomic conditions have a direct bea.n-ing over busivess Straregy.

The economic emvironment re_"»ex_s o Ovexall, economic Sitvakion
arowd the business and éinclude cConditions af the regional , national &
globcu levels - Tt Zncludes cend itons in markebs _for resovrces thatr hawe an
eﬂed.- on SUPPI)o o} Enputs & outpuis o} business , their Costs and Qualtyp,
dtpmdab'nliiy and availab'lm)g.

N —
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It detemines .S'l'Mai'h and size o) marvket' The Purohcuing power én an
economy depends on curremt éncome . prices ., sauings . Circulation of
wioneyp . debt and cred:t avajla.bilify- The z:mPeri:amL- point fo Consider
2s to b-:'m:'! out effect ob— economic prospect , 3mmh: . Enjlation on operations

of business.

For ea = Ib Interest rate Zuncrease s there are lower demamd éin Teal estate
market- Economic _fnd‘ofs ot have 3rea.l' Zullvence On business D?a.w’s-
include f-OP. per ca.Pél'a income . markel fur 3,oeds & senvice |, a\ra.ila.bhiljp
of Capital - forex resenves ., interest rates . Unewployement . Znjlakion ekc-
All these faders tell state of economp , whether ik is performing poorlp.

Political ‘Lead_ - It tokes into account elememis like -

) gmuraﬂ level ob Pol]h’ca.! Awdopmemt

() The deg'fee fo which business g; ew 2ssues have been Poli-lfcfsec!-
(i) The degree of political mora.lily

W The State of law d Order

W Political Stability

&) The pelitical a'dcolog)o and pracices ofy ruleng Pa.ur},

i) The ejjedz‘vene.ss and purposefjuiness of 34\«!; agemczes

Kviil) Ga:Pe and TyFe o) 3mlt Entervemtion in economy & indush}a.

It is pantlp 3qu£ to all similar emterpnse 4 pantly specifppic to an 2ndividval
emtwprise - Type of 39\(\‘: runnz‘n& a country has a. powenful Znjlvence on the
business as busivess (s h:'ghly 8uided & controlled b)o gevt polides. Business
must undexstand relevomt laws r‘elarz'ng to Cnm?am'es . ompetition , labovr,
Jorex . Zntellecval propenty

__II By CA Amit Sharma 7/ AE—
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A business has to consider c.hqnae; v rcgulq.lvrp framework amd)
their impat on busivess . Taxes and <Doles affek He business-

Business prejrer to opemke n a countrJo where thee Zs Sovnd legal
s\fsfem-

There s 3recd' J‘uf-us ovn Atmanirbhaqr Bharat t!} Make 2v India which

emcnumau j—urea‘an business +o pem business in Tudia and at e Same
time 3éves incemhve to domestic business to open or expand -

Business must have a.good workz‘ng knowledge. ob mayer loaws Pfofedisa;
lonsvmers . ComPeH'l'o'n.c and orgam'sah'ons-

Echnoloaical = Techmologyp has Changed the way peeple communicate,

do f:hz‘ngs and onq.te now: Tec.hnalogp and
business ave linked and interdepmdemi: oh one another

Business help Socielp Qccess outcomes of feohnologa'cqﬂ research, £
J.we.\opmemt p r‘m‘séng meoneis Stamdard ob. lz'vu'n&-

With use ob fec}rlnologp - many erﬁqnisaﬁons qre able 1o reduce Paperwork &
Schedule Pmrmml‘s more e.b-bq'a'mtl)o , are Adble to ce-ordnake Znvemtorvies
eﬁ-ia‘e.ntly and e‘f‘fcdivd_p‘ Tha's hdf.s to reduce cpsts of companies amd.
Shrink +ime aud dastamee ., thus helps » achiwe Compet«qdvhnge jorco.

Tec.hnologp 2s leadin3 to many new business opportun':l-r‘e.s ard és also

'makang most o extshna business products £ cenvicer obsolete: It cam
ack a3” opportunety if busineas adopl:s to it- -
_—-

NN /7 By CA Amit Sharma 7.7
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But i’eehno\ogjo Cam actaz threat too: AL, Machive leo.méng. . Robotic
p'rocess qutomakion 25 Some ob. the Mew 'l‘eohnoloa.v_'ca! tools that businesses
arve qdoptinﬁ & can ack as both opportunéty and threat to business-

ﬁzsrg - A TooL To ANALYSE MACRO ENVIRONMENT
( It is vsed to describe a j'ramework

U j'mahal\fsis oy macro environmental

ulm

faders and #s Used fo assess the
Political Economic i Technological ~ Legal  Environmental bU51YIeS$ emvivonmemt ' whidh 'lhc

birm [5) Pera.i'e.s

Eanlier the name the PEST . emvironmemt & legal were added later.
i emourages m&mt Znto quq-z:\re and Strudvred Minﬁng in s
decision makz'wa, and 3t 2nveolves z‘dmh’byfug Polih’ca.! , elomomitc ,
Souo - cylfvral 'I'ec.hnolog,icqj. ,legaﬂ ;IQ environmental Znjlvences on an
orga'niscn.h'on and P'rova'd.c'ﬂg a wqy ob- Scanm'na, environ mental in‘-luence_;
+hat eithver aﬂ-ed'ecl canlier o7 likely +o aﬂ-ed‘ Org,awa'saﬁon or éts Polr’cy-

Political Factors - How & to what extemt 3,ove:mmemt' Zntewvenes n the

Cwnomf and achvit'es ob business birnns- I+ also
Influences goeds § Senvice whithy govt wamb to provade or to be
Provided & those that govi doesmot wamt fo be provided - Tvem Govi has
3:94:!1‘ inflvente on Health , €dvcabon £ [njra o Naktzon.

Soczal Fadors - It affects demamd, Jvr Compqny's prodvet and how
+har Companyp ©perates:

__/I By CA Amit Sharma 7/ AE—
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?C.nnomfc Factors - The money Supply alY)HQHOﬂ . Credit Flow . PerCapil'n..
rowHr Rates howe a beam'ng on the busineu
decisions: Forexample The cost of capital affeds how firm grows or the
j'ore.x rakes affeds exports aud Pprice of Imported goods:

Ec.hnolqu:cq.l__fqdors -~ Jeteimines Bavrievs teo Enh)a, Influence the

Ou{'sovrcina deusions . Minimvm Eﬂq‘u‘mt Prod

J-qr 2ts PYOdUd".“- . ease o) business.

level and ‘l'echnological Change Cam affed cCost . qvahija & lead to Imnovation:

_;J_;eg_aﬂ Factors - Aj—j—ed's how a Company oPexrqres . 2Lts cost 4 demand

ghvirohmemiaﬂ Fachors - ﬁmwing awaremess Fo clzmate chqnge qj-j-eds

how companies operate ¢ prodvets they offer

NN 7 # By CA Amit Sharma 77
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It is creakzn ] both mew mankets cf« de.stroyztnac QXfS‘}fﬂﬁ ones

Political Economic

* Political stability * Economy situation and trends

* Political principles and ideologies . Market and trade cycles

+ Current and future taxation policy * Specific industry factors

+* Regulatory bodies and processes * Customer/end-user drivers

* Government policies L Interest and exchange rates

* Government term and change . Inflation and unemployment

* Thrust areas of political leaders L Strength of consumer spending
Social Technolegical

+ Lifestyle trends . Replacement

+ Demographics technolegy/solutions

+ Consumer attitudes and opinions . Maturity of technology

* Brand, company, technology | * Manufacturing  maturity and
image capacity

+ Consumer buying patterns . Innovation potential

+ Ethnic/religious factors . Technology access, licensing,

+ Media views and perception patents, property rights and

copyrights

Legal Environmental

+ Business and Corporate Laws * Ecological/environmental issues

+ Employment Law L] Environmental hazards

* Competition Law L Environmental legislation

+ Health & Safety Law L Energy censumption

* International Treaty and Law * Waste disposal

* Regional Legislation

N —
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InTernAaTIONALISATION OF Busingss
Eﬂ‘l‘em"ng 2nter- national Market an search cob- areatvn ea.nnéngs and less

expensive resoyrces: T+ he.lP.s busivess to achieye 3rea1-u ecoviomies of
Scale and extemd |iespav of its produds: Tt is quéite complicated dve
‘o addiHonal vanables amd linl'ages, but can be approathed weth
2nternational s{-m.l-e?lc. qunning, and Scamnzina exterval environwiemt:

CHARACTERISTICS OF G LOBAL BUSINESS

Coﬂglomwah ob— multiple {ommon strategp Common pool ofy %uovrre.s
Unets bot all livked b)a (besides managers , like money , credit ,injyo,
Common Ownership Sh”‘z;ﬁbﬁ i diff) patemis . trade nawes
STePs IN INTERNATIONAL STRATEG)C PLANNING
l l ! |

€valvate 3Ioba£ Jescribe Scope (reate ba‘rm's deelop distinct
Opportunities &£ o} Farms gIObal 3)0bqﬂ. b usiness Corporate Shotegies
Prveals and rale Cormamexceal olzredives Jor the 3(0[9&
as per Internal ona.h‘ons business £ whele
ICapabi liHes brgahisd-fm

WHY H0 BUSINESS go ﬁ;LOML
The fednnologz'cd deuel.opmmi:s hawve wiade tuorld-wide communication
easier and also a;ded zn fmplemw{fng g,lobai Strategp b)a la'.vlh'nc?
Corporate headquanl:exs with dbread eperakions - Not onlp <o but
{'ransporakion has ncreased mobality of money . people . RM , FG
There can any or all °b the J‘wuowing reason to 30 c?loqu =

_/I By CA Amit Sharma 7/ AE—
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() Need to grot.u -To Joljpll this basic need.wen)o férm tries to globalise

to [ivd 3row|‘h oPPortUnih'e.s in other Pcu—nl: ob 3]059.

(i) Faster communicalion . SPeedl'eAf tramPora.h'w : 3rowz'ng b—inqna'aj ﬁow
ol b—und.s and I‘a.fe'd 'l‘ednnoloaicqﬂ c,hange&-

. » A »

i) The Domestic markek qre Mo longex adequd’t as domestic competition
may hot be available Zotetnationally .

(iv) Cheafwr Lource of Raw Maktenials or labovr in otver Counl'riexm

V) Prodvcind neay the Markel where g,oods axe Sold . ho.tPs én scm'ng

hU3p, haﬂsPorbaHon cost E(

Wy To 5wwa.te h:’ghuf sales & bettex cash flow cempanies look ak
Ovexsees manub-ac&urivg plants opesiup or grow bzg/

i To b—orm Shategic alliamces witn d{ﬁ“wem}' Cowipavnes Qoross the
world to ward off economic amd i‘fchnologz‘cqf Hhreals ow:&
lemwage, rezPech‘ue aomPaxaHve £ Compeh’-h‘ve qdvam{-uye. e '

INTERNATIONAL MARKET

Since jar an Intexrnational oraqnisaﬁon number ob Pmduds P'roduu' and the
89.03“:?1"': areas Sonved increase , So the soual . wlivral . dmoarq.thc g
environmemtal , polih‘cqﬂ ’ 3ovt P Iegal ,t-echnolo&fcd J‘adm it jaces are

neanly livwntleas and their complexiiy Increases moHiple hwes So assessment

ob extemal emvitonment or Intemalional emvirvonment becowmes imPortaml:

I 7 # By CA Amit Sharma #7
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to Zdemtifjy e oPPOf-t-u»':Hcs and Capifalise them- Tt involves varrious
310501 aspects lzke Polih‘cd rasks , cultural dihwences » exchange rate jlucwaﬁo»s,
Itjnl Compliances cf/ faxahkon 2Zssuves: Th:.s assessmemt cawv be dowe a.t-J-allowirg
three leves -

MOLTINATIONAL = T snvelves ralm{-'lbt(ing.AanPthg.Mowil‘on‘na .s-'anébicmt
ENV - ANALYSIS Componeml-s ob- ?lobd, emviron ment on [qrgn. Scale. Also
undeﬁsfam:lz'ng 3lobqﬂ developments is impovtamt and
gov{-- can have free or intenvemtionist temdemcdes whith are fs be eweluated

on basis of presemt ﬁ expected juiwe dmpack -

RE&IONRL Enve - In d&pth evqlvakion ob cratical J‘ad-on:s oy dl'scww'yy market

ANALYSIS Opportunities er ?oods, setvices v Spedific 3eograph:'c ateq-
ICovnrry EnV: - Ttis a de"‘P“ (ook into Empar{-aml: emviroument facous -
ANALYSIS Study of ewnomic . legal . political § wlvral dimemsions

Cushbomised fDY each ofy the Couniries o develﬂp eﬁecﬁuc
market emtrance Sfrmgies

UNJERSTANDING PRODUCT AND INDUSTRY
A Proc!uc!' i elbner 'l'amjz'.ble 30045 07 Setvice or an expenevce Which aqn

-oraaqnisah‘ow Sells* A Produd- has b-ollow:'nj J'ea.l‘Uru -

Products are Tangible ov Intawgible -
A anréble produu!: Com be toudied /j'el‘l,‘ and hawndled Like pe ~book el
An én{'anjible prodvd' Comt be tovihed ph-.(st'cau)o léke fcmhfng ’ repo.ir.s-

_II By CA Amit Sharma 27
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Prodvct has a. Préce fij%

E\fm)! company J‘fnd.s oul the Cost ob- Produdng 3pgd or Pmu‘d“ng senvices ?
then C.hargcs a. pvice jor Hem - The price 2s detenmined b}) demand and

Sopply jofze.s - Price to be paid s determined by market, quality ,markd-inj.
‘l:argetcd 3rou|>. But én todm/.'s world the prace is 3ivc by market and business

CUSTOMER g SATISFACTION

wses on reducz:nj costs to maintain or 2nuease Proba’l-

Product has certain features that deliver satzskadtion -
Featvre 2s Just that H()cul: of product which Sakispies the Customers need-

T% also determines price- Features dfsh'ngw'sh prodvels 2n terms o} b—unch'm,
desigm, cruwbiy . expariomce: The Combined experiemce J-vum purchase date

to emd of usefvl fz'bc. of product (s imPortamL- cmeOﬂemt ‘hb— Pfaolucl-jearure-
* o
&
|Preduct 35 Pivotas for Business =
Tt is the reqson. wap the business exists. [t is the cemtre of the butn i
quUYld Wh|0‘4 all S{TQ.l'egie.s rexolve alfld 8:9 +he dl"iv:‘ng_ jﬂf(e behind businus

dchivities |zke Produdfm . Sales . ma:rkcl'z'na . loga'si-l'c.s-

Product has a u.c:#gl ..Q.ib-e %"ﬁf

Prodvik has aQ lée = (@) Afrer which 2t moust be replaced:

I(b) Ab—kr whichy 2t I's te be reinvemted or cease fo exist: eg:- Camera Films
PRODUCT LIFE CYCLE

PROQUCT LIFE CYCLE T T
Risan S- Shaped. curve Whidh Shows f"N .
relationship between sales and time j'vra.. SALES / | ‘\j
preduct and passes through Q.sl-aJe:. - i | | :
Intro . {frowi‘h " Ma}vriry and Decline . wrovucrion! cmowrn | wavummy | oscuwe |

TIME
I 7 # By CA Amit Sharma #7
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ttorialo

l ! l l

TImtrodvetion gmwi'h MQt‘ur&’g ﬁgcla‘ne
» Slow Sales 3nwl-h *emands expands ra.pidly * Slowdawn in 3mwﬁ: '.Sharp jull in Saje
'Neglible Cnmpo.ti{-t‘on e Prace J‘ull * Prices Come down  °* Prebit bal(.s
 Praces relakively hr'yh " Compez-ih‘on Increases 'Compeﬂh'o-n '['ovghu * New Produ'd‘s
 Limited Market  * Marker expands * Market stabalises Veplace old ones
»Customer has less  * Customer bnowne the . Orf’qm‘sah’lm works  * Combination of
knowledge of produt  product fo mainkain shability  Shrakegp to stay

Advantaqe of PLC = Tt hetps to -Oiognise a portjolio of Pm&uds 2n order
to ba‘wd ovt ., at whidh Sl'dge a Praduct és: Thema
PCM'-‘!'aJlar S'n'al'eg)o is J—ormed‘_for each respective SL‘agc-

Intro € Growth Phase - Expansion is ajecuéble altennative-
Maivrity Phase - Use il as Source of cash to dnvest in other business.
Dedive Phase - Cowmbzination ol varzavs sl'rai-eaz'es to ShY én market

\VALvg CHAIN ANALYSIS

Ques :- What &3 valve chain 2

@ @ @ @ Set of att Hhose ackivities through

Operations Outbound Marketing Service whicl Cnmpama‘es Create Valve
Loym Logistics & Sales

4= Primary Aclivities wep

jor the wshomer.

Ques - What &5 valve 2
Valve reffu.s to Satésjackion denived

< Support Activities : 51’41‘\! USG/ COﬂSUMPHO'n ob» P’fﬂdw»t'
_II By CA Amit Sharma 7/ AE—
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IQue; = What s Valve Chan a'nailf.sis 2

Flnqlef.s ob all those activities 'ﬂnﬂuqu whidh argaw'sa.How delivens valuve %o the
stomer So as bo Zdembify 3} there are dnp qreas J‘ar 2mprovement - It is
done to b-z'hc! ovl wWhether an ad‘z'v}i)o s qddz'na_ value o a Preduct or not - Then
all tose Qchivities which do not add valve fo the product awe tred fo be remeved.-

The resovrces <man . mathine maferial ,movae«y) are of no vse wnless thep
Are deplojoed info activities whidh create vqlve o Custormer Porter stated
that o understand sl:mtegz'c Ca.Pa.bilil)a 2dentifjZcakion of thete sperate
Valve adivities Zs must- There Qre 5 PYémn)o Activitiee -

[ ] ] ! !

Ineounas OPERATIONS OULTBOUND MARKETING SERvICE
LogisTics Logistics AND SALES

Reciewing - Trangfarm Collect - hore Mmethods fo make €nhawnce or
Storing - 2vputs into $ dustribute Customer aware  Mmaintain
dj.shibut.ing Finished gaods F§ to customer oy prodvct valve ofr
2npots to €g- packaging.  eg:- Transport. .- Selling, predvet
predvct- mMachining, warehousn'ng, Adverhsement eq - Bepairs.
g mﬁg, Testing Sports event Installation-
Shck Conhy)

EACH PRIMARY ACTIVITY ls LINKED To FoLLowmq 4 Suvppoer Acrlwrt&_s
merelmwb Tech: -Oeve,lop HRr qugmwt‘ Dab-ra.sfrvdum
Process fo chufre. A\l achvibies have a Relakes to Harmj SY;fem off P!ahmnj,
resovurce 2'I1PUI'S 'I'eohmlogy and caw manaainj pe ‘l’rm'm'hc?, b—ina.mo . alfy Contro|

to the Prz'man)o be toncemed with dwdoping ,re uo.rd-'rij lnbo manqdmcmt-
Advibes Product (r¢2) . people n o{?qnisaﬁm Structure 4’» Rouhine
resource (Rm imprev.) o organisation.

I 7 # By CA Amit Sharma Il—g_
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,II'gan ENVIRONMENT ANALYS)S

Anal\fsis done to gd' clear pichre of kep indushy traits , compelition :.‘nfm'ify ,
é'ndusfr)g chamﬁe drivers , rivad bétm's mavrket po.c'rtions and tadics ., competitive
Success & projit [jorecast - Lt helps b b-e‘no? ouvt I:mlu.ctry Zs [varalive or not:

The 30:11 o Indushy Envivonmental A.mqusl:s 25 o esfimate He amount of
[Competitive pressure business Zs presemtly b—adng and expeded fo face én
buiwe- [t sees b-z'r‘m in bi&gw J‘fameworh- Tt also hups to ﬁd‘ ensights
into wide range of elements within £ ovtside e business, whith
b—ori-huf helps i au:;m:ng Si'rakejy with c.hanjing z‘hdv.rhy civcomstances -

|PORTER FIVE FORCES MOQEL - COMPETITIVE ANALYSIS

A powerjvl tool to systematically dxh.gno.se Sigificomt Competifive pressvre
in market and assess Sl'rmg-l-h and tmportamce of each- Tt is the fndv.:h)o
Where Competitive qdvdwaJe s won or Lost-

The character , mix of Compelitive forces are newer same from one to another
a'ndvsl-?. deve ob— c.ngeHﬁ'm 2h an .indur.hry is a doml;osii'e o ampeﬁh'\Q:
Pve.ssure oPemh‘nJ m S qreqs °|)' overall Market -

Porter’s 5 Forces

Threat of new

cardat COMPETITIVE PRESSURE
‘O —r*dve to 'h:\fdnn\f amon(?.sl' ExFSHnj Sellexs in
e the l‘ndmh)a-
BS:E:E ._O > E% « .‘__‘; B;‘,’:’:,:;‘::'i,:[ﬁg_"ﬁma'nj from threals o em’mf of hew Yivals «
— Qe to Ba.rgqinina Power oy Busfe.rs-
~3 _"CMinj from Substitute produds
e _”Sl:mming from Ba'rga.fm‘na Powex ol Supplicrs:

Chapter - 02 )/ €] Fast Cost FM by AB
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Five Forces Model can be Used to detexmine level of Competition in an Industry
Step 1 - .Tdm’cib-)o Spedific Cempetitive pressvre assouated with each of the
Five Forces

Step 2 - Evalvate how Si'rong the pressures Comprasing each of five forces
qare <b1'erce ;.Strang . modenate , mormal or weak)

5|'E173 = defoimine whether lledkive .S\'rungi-h of five compelitive forces
is conducive to eaxna‘ng Qlfractive profits-

() THREATS OF NEW ENTRANTS

° The)o redvce z.‘ndusl-r,pfs P-robél-a.bili!- as fhejo cause inuease 2n supply and
evenm ok (ow rates and ewvede e;:fsﬁng \-fa:rm‘s Shaye-

But -I-he,y alse ack gs Powerjuf Sovrce c:b- Compet-ih‘on becawse 8'3?55

THE ENTRANT , SEVERE (OMPETITION EFFECT:

And when Neaw J‘z‘rms dve testricted f0 emter the market . P'mb-it will be
hiahw and Share alse more-

lo Barriexs t{o emtr)g are Yaised b}a exish‘n9 J-irmﬁ Lo Pmreml: emhy ob- new
J(z'.\‘ms' Some Common barriers are -

| I | ! |
Capital Eﬂnhgml'e.c Product Switch Brand Access o
Requirememt O} Scal ilwembakion  Cost Tdemtity  Ristribotion
Channel
/"’
o

« <CAPITAL RERVIREMENT
I]; la'rge amovnt of Capital (s recruired to stant the business [ike Real Estare
f.g‘nms Hhat lack J‘unol.s will not emter nto the .Dndv.%h'y. Se projét ofy
existing firms Wil be higher eq:- Pharma § Real Estale.

€ /€ Fast Cost FM by AB Chapter - 02
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SCONOMIES OF SCALE [ s
To reduce the por-unit Cost many busivesses J’"W‘ on pmducinﬂ 2n bolk |
Which hu.P, them fto ondm.e at low Cast and Sell at low préce: Alaaje,

firm com ecu‘lly do 50, hence wil| prevemt hew fjirm o emter mto Frz'cewqr.

PROADUCT AIFFERENTIATION

The Pht{sical or PercePiua.ﬂ déHumce.s or emhancements that make a Prodvct‘
Specal or unz‘qoe an eyes o wstomver - Tt ads as barréer becauvse Crea!a'ng
8muine Produd: d::“—e.rmce.s rnaJa be too hfgh J‘nr new emtrants - Main\ly the

Coswmehics 2n dusl'?o are mga(jed ente &t -
E,* -2 4§
éwlrcutug cosT BAR

To win ever Compeliters - companies must be able to persvade wstomers o
Other Compmn'es to switdy to its ProdUd.'S- But in order fo switch the
Gushmers may hawe to Test new company’s produds , Negotzate new purchase
contrads , Traén sta.H,- to use new equspmwts " Mod.iw exish’n_g J-qu'\ih-eg
and hus buYex hat b bear tee "Financa) or P.Sychologl'cai Costs “ zn
Swifr.hinj & 3 this switdning Cost s high . -an:f are relvctamt fo change -

B~ G

m e e

BURBERRY &= PRADA

Brana JAenTITY
Brand Tdemht

' becomes most meorl-a/wlr J'o'r P'(odud‘s thal are PUI'ChCued
énb—vequmtl)o avd f.'am]o h;’ah unélk cost ho bu\yer and new emtramts camt

\Create bramd Zldemiify C’aﬁl}a becavse fo do so ‘l‘hey have tv tomm:zt
Substamtiall regovrces Over q [(om eriod -

z :- Brand Zmage of Tal ¢n
C cars , Brand image o e 2n P:ao’nes- J ob-
Sl

/7 By CA Amit Sharma 7/ A

2/ €] Fast Cost FM by AB

Chapter - 02



F A 5 T Strategic Analysis: External Environment

CA Amit Sharmao I

Bisleri

.ﬂ ...... ‘ ACCESS 10 DISTRIBUTION (HANNEL

Since e channes or medivm to diastaribute Produd's are Iesswjor the
New entrants , so 3t acts as barrier - Evem 3 the (nternet 2 growing but
namyp b-irm <shil l"eljo on physic&ﬂ distrnbution chavnels and have much more
Sl'ﬂr:iti-fcaml: inflvence Over dustribution channels: &g - Bislext

PossiBiLily OF AGgRESIVE RETALIATION
Sowmelmes mere tveak ob Some Shfa\ng Qthion b)a exlh{f'rg b‘irms lam Act as
barriers to emh)a- e3,=- redvcinﬂ Pn‘ces o cut ovt new deiHon-

() BARGAINING POWER OF BUYERS

The Users o Tndustrial Prodvds dowme 'l:ogei‘nw jormally or inb-omauy o exert
pressure on the prodvcer whidh not only z‘nb—luwms the prece but also Cost &
2nvatment ob- produwr becavse Poweﬁbvl boyers bargain j‘" better Semvices
Whith involve Cost & 2nvestmemt on Pmducwi: sade- Hemce s pressure
Will be more cleanly vasible if -

{ | J
Buyers have foll Enewledge They are bag buyers 4 The product Zs not mucia
IO Sovrce of produvd and Spend hu&e dwovnt i Critical fo buyers need ¢
fhedr substifvtes- éndushlg:s preduck Can em]ly Switeh b svbstitule

(i) BARGAINING Power OF SUPPLIERS
The suppliers com also exert pressure over Companies dchnming Cost of RM & other
2nputs o éndush-y and 'I-hentfore indushy altractiveness & Pro&éi-abiliba Wwhen -

! l d |
Products are crvual Svbstitutes not Hlsh Swll‘dnuy Suppherr are more
fo Buper avail able Gosts Concemtrated
S /7 By CA Amit Sharma #7 g—
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TTINEL —

(W NATURE OF RIVALRY IN INJUSTRY

The a'a'.valr)a amon& the exi;h‘n3 qurers is ComPg{-‘:h‘on. Compd-ihr:s qQlse Injylvence
Si:ra.l'!.gic decisions [2ke praces being (.hqrged . aduuh‘sina . pressure on Cost ef-
The Znicmsit)p ob- réml?o in indushJo is Significant determinamt °b' Prob-z'fab‘llilyj-
Industrp altrackiveness and <an inflvence Cost ef suppliers . diskbution . <ost of
dﬂ"l’dtﬁﬂa wshmers . More |ntense révdr,a , less altrachve Indvushy i -

@ I'ndu;hvr leadex :- Ib' an [ndwl-y qlreadja has q |eader . ¢maller Pr:’ce wars
Can be avoided dve fo Buse, b—inama'a.i' regources o}y leader
deader cam discipline tnitiakors of Such price wars

I@No-ab- Comre.ﬁim = I} there more Compelfh-rs , te compeh'h'on will be infemse
because leadexs Qb‘llily fo exext Pr:'c,c'nj di.cr-iph'ne will be
diminished B}a manyp plajer.c-

© Fixed cost - T} fixed costs are more, to Cover ib Gompanies produce in bulk
to redvce pen unit cost and. thus cell at bulk evem at less

Prz'ce - So :e!b'nj akr lesser Pﬂ'ce reduvces bebifab'lliya ,f”" all firms -

@ Exit Barriers - Compe{-ikon wevld Sl‘mply dewease 2 Sowe ol the Compelitors
leave the industep . Se il an Iudusl'ry allowes  Casy exit of q firm
like a.firm Cam ecu'il)a sell 213 asset ar $ime o) leqm'nJ fo ofwer
j—ivm . then leve oy competition wil) eu'lly Jal2:

© Roduct -Oa‘jfvemiiqﬁon =To awid price Wwars firms difjeremtiate +hear produds &
thus profits dre higher (when indusky Gives opportwniby for

dill-eremtiation unlike én memory chips™ . natural resources-
e 1 77 By CA Amit Sharma Z7
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@ Slow {frouoi'h = Iy 3row+h rale in Indusl:y 2s slowing . Yavahp is intense as firms
pequt hard to grow £ keap thelr share - So less profretability -

(W) THReAT OF SuBsTITUTES

Subsitutes qlso plap an Zmportamt Source ofy Compekition - Substitvte Pmduds that
Ojj‘ex a prz‘ce aduqntagg / Pufomo.nce qdvqni'ase. to costomer cam atler the
Com?eﬁﬁire character ab— Iiﬂduslvo Suddw!}o- Farme shouid j-md out which Pfadvds

Peﬁjorm sawme oy heanl)p sqme Jvmh'on as ther ex?-S'h'ng pwdv& ke gold "
Rea) Estate . Bonds substitvre ob- Invet in Stocks

ATTRACTIVENESS OF INDUSTRY

Anab.‘sis of the I'ndush)o hdp_s fo j2nd out the veal altractiveness or un-attractivenes
of Ihdush:}a and Whether chances o 3mwl1n 4 projét exist or not- Tt is r'mPor'lunt'

to do so as a huge amount ofy @pital 2s Ilnvated and :chbor.c on ‘e basis of
whidh Conclusions abouvl attracivemess are made are -

E) Whether chances of 3ruwl‘n exisk ¢

i) Existing ompelition allows good projit ?

(ii) Competifive forces will become strovger or Weaker in future 2

(iv) PYabH‘QJo“iDo will be affected favourably or Wnfavourabely by corrent dn'v:'-? forces ¢
tv) Compe.’ciﬁve Pos'lHon oh— an 076qnfsqhbn in a'ndu.:\y and wil| et gmw ov nok ?
vi) Potemtial fo Capifalise on Vulnenabilities ofy weaker rivals

(vit) Cam Comlm'ny deb-emd J'qch:rs that make ihdu.cl'yo Unaltrqdive 2

(i) a()egrge,s of Pisk & Uncertainity in Indushy s Fulvre.

(ix) Swer'uiy oly Pmblems (ohbran-ﬁnj ihdv.rl'y as Whole-

() Whether Continved panticipation 2n Curremt ihd\hﬂ?ﬂ adds to ‘fa'rms'qb'llibv to

be Succeasf| In okher indushes 2
S— By CA Amit Sharma #£7.
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Attraciveness 2s relakive and not abselute Which means that if av Tndushy is
Unattradtive jur a ba:rm . 2t dvesnot mean that 2t will be vhaltrachve jor another
firm in Same indwl-?a 8r a hew emtrant becawse all that Mmalters is whether
the form cam eann above average prepit in that indushy.

EXPERIENCE CURVE

e Based on Commenly obsenved phenomenon

that as J"irms predvces more units . Jqfn
hore e)tpan‘wce ., per unib Cost declines -
We leam as we grow Shites that for the

(an—aw J'-érms in (ndu.ﬂ'?a pen unit Cost wil)

EC be lessexr as Compared fo Smaller firms and
>X +hug C'(EQJ:I‘\‘)J amPeHh‘ve a,dvantcge-

Direct costs per unit

Cumulative volume of production

Experience Curve resulls Jrom  Cloviomies of Scale. lea.nninj effedt . produvek
redesign and 'l'eolmologfcal (mprovements in produckien-

Features of experiemce curve -
'Ci) EZrms 3row, "H'l:.y (!ll') Provides c‘nmpckiHve. 0% Acks as barriers -}pemhy

3a.|‘n experience advav t'qge

VALUE CREATION
Valve Creakion 2s aw ad:ivii)a oY Pujormqme by Jérm to aeate walve thak
increage valve ob 30045‘ Senvice Or OVerald business qufem- It is measured b);

P'rodud"s Jeajvres i Qudily " Avdla.b‘:lify 2 .Aurqb}lif)a # PCIrjO‘I’MQnCC jor

_g—ll By CA Amit Sharma 7/ AE—
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Wwhid ushhmers are wéll?nj to pay - Business now j-ow.c on Clﬂed'l'ng valve . for
botv customers € Stakenolders anmd gives Competitive advambage: Further
Valve shows Ub‘tlil'?a -Scu‘g',sb-qd-iew customer 5e1‘: jvom Use ob- the prodvit- And
Companies Ultimatelp qim to achieve sustaivable- compelitive advamtage elther
Via. COST LEADERSKIP o3 PROJUCT LIFFERENTIATION ie either .cewng U the
lowest ¢ost or ;elh‘ng d%ekmﬁqked products

—

Cufomer's =T~| Value to Customer Hoeo profitaldle a Lompan)a can
Surplus become depends on -

= Price (iJ Valve customer Places on

| Profitable lompamy's Prodvcb‘
Pricing Band
Firm's = .
Margin (i) Price OOWIPQny d/lwrge;,. _for
2ts produciS.
~ === Firm's Cost of Value Creation [— 5
(ii)) Cost J) crea.Hnj those Produds-
MARKET

Any place where buxlers and sellers meet and exchavge 3oods £ Senvices _fof
a price- Market cam be physical lzke v:ge,t'a.ble market, virtval like ama2on.
Maskelr cam be Sfuck market , froit market , 03l markel efe-

erl:ei‘zlng includes wide range ob-oPem,\-ions like research ,de.u‘gnirg ,P-n'ce.‘nc?.
promotion , transportation & distribution - The 4P ofy Marketing are most
importamt - Product - Prece - Place - Promotion. The main QAzm

s fo a‘demh'b-y heeds °b' the custhomer and deliver sd;‘sjqcl-fon-

4 Ps of Marketing Mix

L
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tatorialo

Product Markd'a'ng femes around Preduct . Production . Sales . Customer-

*Product Orzembted Business think cvshmers choose pmducbs with best Qualily .
'dul'ﬂh . Parfotmqncc » Feakures

*Prodvchion Oriemted Business thinks cuskomers choose 4ow Prace Products:

 Sales Oriemted Business +hink ab— -l-hey spmd. on advertisement , saleg or premotion
Customers Ccam be Persuqdeal to make q purchase -

tCustomer Oriemted Busines prioritise thedr efforts On Cushomer They (eany from
Needs ofy cuslomer and Manke ting dynamics.

CUSTOMER

Sewmeone who buys goods [rom another orgam’sqﬁen- They axe most importamt-

@ they provide REVENUE to firm. (ushmens are purdhasers of goods § Senvices

but maght not Cansume them. Consumers are e Ones who acvally consume fne
ods or Senvices and taws 2t s not aampulsorp at he s payer also eg:- T bovght-

dz‘aPu Jor AB Junior . So tushomer s AB and covsumer is AB Jundor.

KUSTOMER ANALYSIS

It is an essembiad market componemt and chm'h'b:‘es ‘l’ﬂ@d‘ cliemts . deturmines
thesr wants dnd them defpines haw the prodvet meeks those needs © T short itis
@ualvation of needs . desives , wants ofy Consvmer Succ ess business keeps h'lonii'm"g
behawiovr ofy Estﬁng & pruspeckive customers:

_g—ll By CA Amit Sharma /7 A
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Cusromep  ANALYSIS INCLULES -

(i) Adwinishaktion ob— ashomer Surveps -

()] Shidy of cwstomer data:

(i Evalvahion oy markel pos'ih'owiwg Shralegy -

(W) Ddewelopment of wslomexr propéles-

() Eeleckion of Best Market Beqmentation Technigues .

Fz’m.uf an effective Cushmer profile map be established whivh can reveal demographic
énbotma.h'on about customers-

CUSTOMER BEHAVIOUR

Itis beboond. 2demtifecation oy cusiemers and explains how +he), purchase the
Pfoduds. It examines elements [ike Shoppz‘ng j‘veqvmcy . PmdUd‘ preferences,
and, perception af our markeb.‘na , Sales 4 senvice Ojfmfngs- It enables +he
business to establish effeckive markdfng & ddvuh's?na Cqu""g’“ . prvide
Produd-s and Sesvices at per needs of customer and retain cusfomers:

Cuskomexr Behawiour £s infplvemced b)a number of fbm?s =

I éhnwaﬂ Iﬂtlue_a_n_gsi = Advenhsement ., Peer Recommemdations or Soual Normg
have dzrect gmpact on P.s‘fakolajz'cql 4 intennal process
that injluemce @nsumer decsion ax they choose which preduds o vse and which
needs to Sakisb-y.

1)) Intemal Tnjlvemces - These are psychological fadtors Snternal fo customer and
affect consumer decision makfnal- And cushmers decision

2s rmos-l-ly aﬁ-ed-ecf foy combinakion ob. these -

s I

€/ €] Fast Cost FM by AB Chapter - 02



ﬁ Strategic Analysis: External Environment m
mees——— A arma Firyt attempt success tutorials

I(!'l'?) ecsion Mﬂ - A rational customer takes decision via Series of Steps -

| ® Eewgn&e problem

o —
' ? x ® Search for vasious aliemative £ List thewm

o (| Depye K .
C’Sfon) ® Beex info of available altemative . weighs pras § cons

' MQK:hQ . Finau)p makes cChoace-
Bot these _c(e.Ps are mosHy a.PPlfed én cale ofy ba‘g ,s;‘c]n}b{c:amt- Purdncuu.

l1v) Post - Decision Process - After porchasing the product , the customer finallp
evalvates ovtuome: Whether the produdt meaks the

Sakisfackion Créiteria- A happ)o wshomer wel| Surely repeak the purchase bot an
un.ca.h‘;.b—ied wstomer will neltmev purchase dgain nor wéll recommend fo others-

KOMPETITIVE STEAT&)_'
Comyei:iﬁve Sfrateg,u o a business is concenned witn How to Compele Zn business

Aveas in Wwhida orﬁanisaﬁm opexates o in other wards &t is how q fa_'rm expects
to create £ Sustain Competitive qdvamt'age over Competifors: Compelitive Advamt-
means bu’nﬁ profitable in long run- It is analysed asin3 lwo ¢ritexrsa -

Ki) creation of oompetil-ive advamtqge- an Protech'on ol compe{-ih‘ve advamtage

An importamt Componemt ofy cawipelitive analysis Znvelves bind.c‘ng +he main Source
o'- ComPeHHVe. pressure and éts .Sh"mgfh- the Camreﬁh‘ve pressvre cau be d%-
2n diwexwl: indvstries but a common ana{yh‘cd ffame.worh s vsed to b{na!. inhm'lpo

of Compe titive jorcu-

Portexs Five Forces Model is best and easiest ool $o analyse the pressure from
Competitive forces-

_g—ll By CA Amit Sharma 7/ AE—
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e e

COMPETITIVE LANASCAPE
H: #s a business ana.lysis which z‘dmﬁﬁes direct

or Indirect Compe fitors: It is abovt a'dmh}yu‘ng. 4 L |
Uﬂd"ﬂmdiﬂg Competifors and their vision, mission, ’%T B
iCore valves ., niche market, sl:rmgl-h § weakness. b, }’
Tt helps b improve Compekitive advemtage- =

STePS TO UNDERSTAND COMPETITIVE LANDSCAPE

] Idmﬁby the Comyel‘éfar 2n e ba’rm's e’ndus{'r)o and gel' adval data. qbovt
their respective marker share- Lt answers -

* (who axe @ur ComPeftl'Ur.s and how bz‘g -Hne.y are %

(1) Understomd the Compehitors ai-pr a.'dwh'b-\ring them aud J‘ar th's Cam use the
markel reteqrh rapor& . hewspaper . enternvel

Soadal media S0 a4 to understamd the Pmdud:s and Senvices qﬂ-ored by them -

It answers - * What are theér produck and senrvices 22

(i) detenmine Stmvgﬂo of the competitors , what do they do welt , What are e
areak Produd-s -l-’nelf offex amd Why

cslomer Qre la‘h‘nﬁ Hem or do +he)f use marketing in q djbbugnl; wayp +o reah
[more customers - It avnswers -

* What are their finamcal posih‘on ?

* What gives them cost £ price advamtage 2

* What are they |él=e.ly fo do next 2

* How S\'-Ymrﬂ (s their distribuhion network ?

e (Whar ave their hvman Yetource Shrengtns 2

S /7 By CA Amit Sharma #7
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TITNTTY S—

IdVJ Jetenmive weakness °i! campe!:ibrs by 305173 -[-hmugh consumer reports and
leviews on Soual Media or the b%namu'aul

Weakness jmm annval reports to pend vt where 'l-huf lack - It answers !-

e (Wwhat are 'l-he,fw lacking ?

(V) Put att the Injo together and draw conclusions to find ovt what ey are ot
°ﬁf="i"3 and What fa'rm Com do 'l'uj-gill gaps- Also 2t
can hd.P to fend ovk the areas to be Sl:remgi‘honed by the bz‘rm- Tt answers -
® (What wzll business do with Hars éné—o 2
® What Smprovewemls do [irm need to make ?
* How cam férm bwib—ét‘ J"rom weakness of ComPetftars 2

KEY FACTORS FOR LOMPETITIVE SUCCESS

KSFs are those i'hc‘njs Hhat most affect 2Mush-}a mewmbers 'qbill'f)a to presper
én e marketplace ie elements of strateqp . atributes of products . resources,
(omPe{emu‘es i comPoJ-iHve_ ca.quélih'es and business outcomes: These all rnau)a
decide Gompefitive Success or Jailure or vliimately déference projit and Loss

ksFs vany from z‘,ndushy to indus'h}o and even J"rbm time to time within the Same
z‘mdushy as botn compeﬁﬁve dovditions and drz‘w‘nj J‘on:u c.hanje- One [ndusl-y
Yhastly have mot more thom 3-4¢ Eksk and ouk o)y thew onlyi-a are of vtmost
ZMPOY'tQﬂCG° Ialeml-ib-yinj ksFs hetf.s to make Judﬂamwt about What is imp - for
ComPeH{-ive Success and what not - COmPaua'es Cam  prepair eir Sbategy bp
lr-czpzng Zndusty’s  kSF 2n mind amd devoting foews on b, more tham the
Compe titors - Hemce Using ksFs as cornerstone faf Companys Strategy 2s a

froitpol stategy.
__—II By CA Amit Sharma /7 A
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THREE QUES- THAT HELP To IDENTIFY [NDUSTBYS KEY SUCCESS FACTORS

on what basis cwstomers

What resovrces and
Gompetitive Capabilities
dou a seller need to
have to be compd:-ﬁvuy
Suceesspul 2

l
What dees it take for

Choese between competzng Seller to achiwve the

brands - What attributes

Iona—tu'm Suctainqble
ob- pvndud' are Crucial to

Gompefitive advamiage ?

=.

I 7 # By CA Amit Sharma #7
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03 STRATEGIC ANALYSIS:-
CHAPTER INTERNAL ENVIRONMENT

-&ej—z'm'h‘on 1 - Tt reﬂex:s to Sum total ofy people (z‘wdfw'dual or 3rouPS),
Stakeholders . P'rocesses (z‘nput P Hmmu?hPut. OUf‘PU‘t')J
P\-ursical injrqsmmre (Spqce, equipments . Phy_gfca.@
Condition of work) , @dmiw Apparatvs (lznes of power
£ awtnovzty . reponsibility . Actountabihity . orgamisaf.
awlhe . valves . etnics)

-E)e.bin'-h'on 2 - Intomal Ewnvironment s sPecibq“c o eah ogrganisakion
I} is based on its struchwre and businews model & incivde
all stakcholders [éke Top Mgmi , Investors , Employees,
Boa . Invelors ek.

.o()eb-‘mih'on 3 - I% also invelves Undcrsl'nmding o)y Chnics . principles . work
emvironwvient ,WPIOfee :fvz'emdll'neas ,c:onb-idwc: of Znvestors
Other philosoph:‘cal £ coltvrad cu]pedx of businew Wwhich aim

J‘or succeas ob- o?am'sah'en

UNAERSTANDING keY STAKE HOLDERS
STAKEHOLOER Fetfers to all Zndividvals awd emtities . nternal or exirnal fo
the firm which have interal in Or cam (mpact the business or shrategy of e
oraqwfsa.h‘on- An or‘?anisqﬁw 15 Coalition ob- various Stakeholders qud each exerd
-Aa‘.b-bwwt level o) pressure on the organisaﬁon- eg = Mqmt, employees . shareholder,
Icustomers . SUPP)iers, 801'& ehe- Some Jows on Quitk onb:'i's 5 Somej'oau.c o lona, =

term growth < A class ofy obIecﬁvu o diffy Stakeholders cam bn‘ng un favourable
Consealuehcu J-or the orgav csakion.

S /7 By CA Amit Sharma 77 Q_
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EXAMPLE OF KeY STAKEHOLDERS & RER: FOR 01T

THEIR REQUIREMENTS
Retvm ov Tnvest , Highest market share, Top

Eqntina ofy Farm , CSR . Twvovakion -

STAKEHOLAERS
Shareholdexrs

C€o & BOR Pre.:ﬁae . Market Share , Revenve , Projit
(rrow-lh . Market Ranke'ngs-

MQJ'or Vemdors ?mwﬂo . S‘l'ab':li‘r)a of Ofderling ., Shable Mcurjz‘n

Consumex New Contemt . Belter Heal . Valve fov Monep ,

Continugus SUpply -

é\mp\oyees wa.gu & Bemipits, Stability of employement,
Pride ob— Worl:z'ng, ,_f‘" re.pul-ed orgam'.cah‘ow-

MENIJELOW'S MATRIX

High

" Also called as Stakeholder Analysis Matrix
or Power Intwrest Matrix is a jmme.wark
0 to help manage key Stakeholders-
Minimal Keep
It Suaaexl-s that one shovid analy se e
e A Stakeholder group based on power Cqbilﬂyh

L | of Interest
evel of Interes 2““”%‘? _gmu-ggy) and IDnterest (how much

enterested -I-he_)o are dn success ofy ovaam‘sab‘m)' Some stakeholdexs may have
lots ofy power & interst , Some may have less power - less Znierest or more power-

less Zntevest or less power - more nberest:

_g—ll By CA Amit Sharma 27
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DEVELOPING GRIA OF STAKEHOLIERS

KegP SATISFIED - Thep have high power bot less interest & orgavisation
Should keaep them Sahisfied with snlended information
on reﬂulcur bauis - eq - Banks . govl: . CuShowmexs

key PLAYERS = They have Righ Power awd High Inkerest avd orgamisation
ﬁ Should b-dllr emgqge, them . -‘thb'}o them , take Haeir advice
bvild achions & keep Hhem inb-ovmed' with ald Zujo- on a

KEY

PLAYERS t'egu]cur basis - eg, - Shareholdexrs , (€0 ., B0OA e

Low PRIORITY (= They have less Power and Aes Interest and Orjwnisq}-ion
\l/ shovld wmonitor them only and mo qution to sotishy tem .
Dhl'f minimal eﬂw{s should be Spent but an eye shovid

LOW

PRIORITY be kept fo check 2|y their level ofy power o7 level of inierest
C.lnongu- eg - media houtes . bustiness majaafnu-

Keep INFORMED - Tl'ney have dow Power but Ha’gh Dnterest and orgamisah'on

@ Shov|d ddeqvol‘dy z':nb-orm group Ob- People, & Communicate
B wWith thew to check that ne magor FSsve arise and *hef
INFORMED Cam also th back with real time J'eulqu: and areag

&f Fmprevewvent - €g:- employees . vemdors | suppliers .expert:

But one of the most importamt +hin3 to be kept én mind is that environment (s
hi&hly dynamic and Vamovs ’chinjs cam hczppem which cam wmake Stakeholders
move jrom one gn.'d o avother - eg, - [b- we dont pay Tax or Bank Yues on
feme 'I-hu., Cam move from l-h‘gh Power - Llow Dhievest to H:‘gh Power - Hs'yh Dnterest
3roup and media. houses can move from low Power- Low Tnterest to High Power -

H(gh Tnterest:
77 By CA Amit Sharma 77 é_
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STRATEG1C DRIVERS
Ln ntomal env: analysis e most importamt part as avalysis of current pesform.
of e business , Jor which Si-quegn‘c driver is imporfamt which éncludes -

| l
INQUSTRY & CUSTOMERS ProsucTs CHANNELS
MARkETS & Services

INQUSTRY AND MARKETS
Market 2 deb-i-ned as som fotal of alt buyers & sllers in +the qrea or regzon
Under ¢onsiderakion - Tt s amy place where buyers § selles meet to exchmge,

+he Produdr joro. Prz'ce- But each business has its own set ofy customers and thus

2ts own warket-

Wwhen similax companmies are 3rouped on the basis oy primanp product it makes or
Sells them 3k is Called as Iﬂdustry.

ANAwsmgp TnousTRY AN2 MARKET
Analyséng Hhe Indusi'ry & Market is imporl:omf to bénd ovt one's Po.s'lh'on ag
(.ompared. to competitor and tool used for this is called S'l‘ral‘eﬂz'c ?nmp Mappa'ng-

S{-rad'egz'c 3"°“P consists of those
Yival birms hav:‘nj Similar Competitive

e Qpproaches 4 Pos’:h‘on 2n the market
ComPa-m'ea in Same .Sh'al-agr‘c grovp
resemble each other like Same pnce,

e Sawme Qthy . Sawme ’fedmolog)a ,

Few Many S;M")M dis'*buh‘an Chqnds e'.C.

Range of products

Reputation amongst consumers

/7 By CA Amit Sharma 7/ A
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Ibcwl the Compelifors jo\low fhe Same Sirateg)a , them there will be only one
s&mg.»:c grouP and there Com be as many: Sfml:e.?fc. 3roup.s a rival b—z‘.rms
ib all the Compe{-ih)rs folluw dib-b‘e.remi: sbftu“egy.

Stepl - Idemi-ib-y compeliive. characteréstics that diperemtiates two firms in the
anusi'ry (Pr:'ce - low. hgh , area - |ocal ,natonal Prodva- c«tegorfes-
many . less ; use oy disthbution chavwnel - one or aU)

Shp.z =~ Plot the firm om a two- variable map usina dib-b-umt harackeristics
(Ecmac v/)s Re.PU"d'l'tm R RMJQ v)s Price , Price v/s Qualily d't:)

5+:P3.'- Al te Ja‘.rm.s hujau Zn about same Si’fa.!'eay Space are aflocated
Sawme Si‘m!‘eaic 3roup.

Sl‘ep 4~ Draw circles avound each Si;'raregz'c 3mvP ma.king +he cirdes ProporHond

to size o 3\*00,:'5 Yevenve q.scompqred to éndvsl-ry_'s total sSales revemve-

ICUSTOMERS
The défyerent types of cusiomers an organisalion sewe may have different types

°b‘ needs and undersl-amdz‘ng their needs s bér.sl: Sl‘ep in deq‘ding prodvet -

Compomies Cam Colleck the dara abeouvt the cvslomesr t; Sort 2t $o 5@} om adea
abovt cstomer tremds £ Probii-nb‘:ul'y which com be Used to b-u‘nd ovt the issves
shomers are J‘qcrng and, thew i’qrget- areas Inr 3mwho cam be J-ound-

Customer = One who pays Pn‘ce jm— Prodvek . J - AR pays Jm kzds deaper -
Consumer - One who actvally consvmer Sb- eq:- Diaper used by AB fuwior:

N —
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PRoOUCTS AND SERVICES

Qveny business Zdentifies Key producls/senvices it is offering and how they are
Pe"f°""£"8" Predvcts stamds far o binakion of 300& £ senvices thar Company offers
to farge_t' market - They Cam be déiffewrentiated based on Shape . size , Colour , packaging,
brand names ek Oraanfsqk-ions tr)g to Show the cusbomers that their prodvds are diff-eremt
vem if difjerentiation &5 real ov e'.maga'nany-

For a new Produd: " Pn’cfng, Strategy is Przpared. keepe’ng 2n mind -
(i) Tt must have cstomer- centric approach-

(i) Lt must produce Sufjidemt retvn over the cost -

I(Gii) Tt must increase the marker share-

SoME [(MPORTANT MﬂRKgT‘lNJ& STRATEGIES
(1) SociAL MARKETING * hem the advertisement &s done to éincrease a.cccptab':h'f)o

Sy oh S0dal 2ssves ,2deas q\mong a tqrge,t 3“’”!’ te 11,1.&'...,&1 én
i!“{;RHAK- Soual dnavlgeo ea:— PUH"CH'}O Cdmpcu("n jo-r P'rohib'lh'o” of

JAG
Ill‘

Smoka‘ng ShoMn3 places where onhe Can Swoke , where cam't:

(i) Auammted Mquetmg - Whem some additional sewices or bemifjifs are provided

a.long szde core product- e.a Free Fepair senvices ,
m Free Screen replacement .
SERVICES
(i) Divect Marl:e!‘a'ng - Ib ma{ket:‘ng 2s dowe 'hnfough vavious adeh‘sing mediq
that 2nterads djrec'l'ba w2th Consumer . So that lonsvmer
Cun Give direct responte , it is called as «direct Morketing.
63 - emat] . 'h!ecompuh'ng . T'V-Shoppfnj-

/7 By CA Amit Sharma 7/ A
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I(IV) Relcu-ionship Mque.h‘vg  Here propes ejfori‘s are a.pPlfed to Create . enhance,
main Fain S%rong - valve |aden relahonship weth

£~ How to get

Soe et Customenr ? other stakeholders: e.g'.- Lovnge a.ccess

s , lounge access?

== jor free ak the airports for credit cord holders:

(V) Senvice Marketeng = (whem the concepts ofy markding, applied for prodvels
RCEAG"Genga‘JlBT\(!Fé?—{ dxe a-PP]I‘C’d- fD’f 'Hle Senvice Z.HdUSI'I’)’ e 23ntan5¢'ble

J‘orm require:ng different ma'rkeﬁng strategies as the
Senvice casit be SePerated Jrom provader-

altitvde £ behavsovr of targel audievice towards an
PMchIar person: e3 > Salmawn kham . SMJaAf Hutt

'(V"iJOraaufsdion Mqud‘a'na - The adivilies Undertoken to create , mainfain chamge
o altitvde & behavsour of targel audievice towards

an Orgawisai'ion - be 2t Prob;v.t oriented or N°Po.

ea:- markekins ob- Variovs Polil-:‘ca.! Pa.nh'u-

|(vh‘-‘) Place Markd‘c‘na '~ The adsvities undertoken to create , Mmaiviain - dnamge the
altitvde £ behavsour o targel audievce towards Some

‘:[ Pa-n\-icula/r place- e?:- waraj- Tovuresm Bp AB-

Suj gqurf_

(ix) €nli htemed Markdzng Company’s marketing Should Support the bett long
ﬁg ““““ Fun I'ha.rkei'cnﬂ System which breaks e)ns{n«y mind-

Customer - orzemted mark eh‘ng . Znnovahve markeﬁn(?

w " f Sek oy people: It has S principles - valve marketing,

S /7 By CA Amit Sharma 77
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Sense o mission marl-:ekc‘ng 4 Sodetal maxrkeking -

83-‘- Be.aul-)e Cammpaign by Qove -

Kx) Qefferemtial Marke&ang Déiferemt types of market segment and dijherent
g [@. 'I'Illunnll Prodvd‘ jor eacdh $e?mwt eg .L.'.d;w:y , Lux,
Dove P

cm‘rH?:L_ ‘R OOOVG' + Pears:
- :é ‘*‘r’

I(x) SYnchro Mdrkd‘eﬂg N rb the dewmand are z.rregu]an dve to season or durm&

Some parts or hours oly dq/w them Synchro- marl:ehng
Can be Used to equalise or balavce the dewmand -
eg - Prices ab- mornina Show 2s less 1o 2nvite more

People as Gompared to e»vwe‘ng movie Show:

(i) Concemtrated Narkd'z'ng - Also called as Nache Marl:eh'nj , &t is done when
Company wants bo fows on large share of one
or J‘ew svb-markels - ea Rolls- Eoyce-

- (Whem marl:ehng Zs done to reduce the demand ofr Some
Produd' l:mpommly or Pexmanemtly But must nole that
demand is never destroyed rather redvced or shifted -
Mank ebi 3 done fo avo:d over- crewdmg, of people 2n
Ayodhyq on 22”".Tanuan}a 2024 (Si:apham diwas) -

CHANNELS

These are the distribution system by which Organisation distribotes its products
or Senvices . The waider & Stronger the channel the better chances a business

_/I By CA Amit Sharma 7/ AE—
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has to win over its C.ompeﬁl'ors and also ads as barriers to wkrf. eg - Boa)
Sells 3ts Prodtids online . dakme Sells online , on ks own stores & l'nl:ermedl'qr)a

Stores |2ke Ny kaa:

THERE ARE BASICALLY THReE TYPES OF CHANNELS
| l

SERVICE CHANNEL

{
SALES CHANNEL PRODUCT CHANNEL

Entihes that provide

Intermediaries adua.u)ﬂ Intexrmediariee Who advall)a
r'equired mpporbimvia.

2nvolved &n swjrg e handle the produet on its

?oeds via physical Stores PQHn J'rom Produr.u fo the aL Pmdud meoves {-hro:gh

or onlzne or other ways. end uvser lzke Blue- dart other two Channels like
technical install team-

Chanel Avalysis 1s Zmportamt when business Strakegy is to scale vp or to g0
beyoncl rremt markets: eg - Zb- a soft drink brand wamts to acquire more
Customers .2t has to place P-mdud- in eveny physical store & online marl:eta‘ng-

ROLE OF RESOURCES & CAPABILITIES IN BUILDING (ORE COMPETENCIES
An organfsa.h‘on has both resources £ Capabilities Which are sqnuaised to provide

Compd'wcz‘es- Core COmPercy means Such a Ca.Pa.b':lify whidy soves as Source ofy
Compd'il-ive, adenl'age. over rivals ov it is q collective Iecmnz‘ng n the orgam‘sdfm

IComlna'nina dé.b-buwl' Produd:‘on skills £ multiple Stream of fechnologfez- (ompe'hmcy
Is Combznakion °b' sElls .techniqueg rather than 2ndividval skil) andr'l‘hvs Core -
1A%y =)

capabi

Compdeuu/ is also ah%egmhoﬂ ofy manyp regources Also .. 2 -
aperise( G ;;vam’c\ge

2t rcjjers bo kv\owledje . SHlls & J‘adl?h'ex ﬂaqufred skills

guality = gqiffer

-

to duijn € produce core preducs . =

NN 7 # By CA Amit Sharma 77
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FAST

I' Core competencies are often vésible Zn jorm ob Orgaﬁzaﬁond jwctz‘ons- like jor
Hul . its mm'lﬂd'z'ng 4 talex ave core- Compe tence-

° (ore Competemcies are Created by Svpenior iﬂfejrab'on ofy 'l'echnologi'cal ¢ physical
and human retouvrces Tbe)v represent distinchive skills as well as Zntomgible .
[nvisible . intellechval assets € wltvral capabilities.

AS PER C-K-PRAHLAD AND GARY HAMEL . MAJOR COMPETENCIES ARE |DENTIFIED IN

(1) COMPETITOR (i) CUSTOMER VALVE (1) APPLICATION TO OTHER
DIFFERENTIATION MAkaTS

Competifor -0}.“,ermt-iqh'on is One of the main reason: Iﬁ‘ e Orgqm‘sqﬁw has
Some Competence Which is dijjicult for Compelitors fo imitate , them it cam cleanly
Qchieve Cwpelifive qdvaw’cage as ompetitors camt Copp- Alse it is not neccesswny
that competence has to exist within the companp , evew 3 it doing slightly better
thon others , 3t can ablain core - Competence - egi- Tesla - Sqm.r.ung-

When Company Sells produds 2 has to deliver :fvndamwtﬂ bwqu't- or Sakisfackion

fo end cushomer and 3k it cam do it belter tham iB OomPeHl‘ur; . it has cove- Competence
But the émpact hos to be real and shovld bewome reason to choose product . and
i wsomer has purchared without this cuslomer Valve them its not Core - competence:

Company Shovid be able to apply the Core - Competencies throvghout the organisalion
[t cannot oy be teloaked 2 one panticvlar skil) and +hus Care competence is an unigue
set o skills £ exp ertise Which will be b—undamwtal 'from the whole oygqmisqﬁon:s

Po;‘n{' o) view:

And 2 all three above membioned Conditions are met , ampany ¢am be Said o hawe
Cove - Compelemcy -

__II By CA Amit Sharma 7/ AE—

Chapter - 03 2/ €] Fast Cost FM by AB



H So 2ts @ Co ob both
BN / # By CA Amit Sharma 77 Opporivazties or threals <o mﬂo_

F . A 5 T Strategic Analysis: Internal Environment
first attempt success tutorials

CA Amit Sharmo I

CRITERIA FOR _Bon_..blNg_Co:e COMPETENCIES

! ! l J
VALvABLE RARg COSTLY TO IMITATE  NoN- SuBsTITVABLE
Caqua'lih'u are Ca.pab‘rlih'es which 'Meams the Ca.Pab}lfh’e.; There must be no

ivalveable ib Hnep are Po.sse.ssed. bp Cavinot be deﬂPed S’rrategicauf equiv-
iatiow Jérm 1y e.xploit ve)t]a J-ew birms Ca.s‘tly by CamPekz:ng Valvable tesovrces

lopporfunities OY are rare or i Jireas |2ke Tnte) that are themselves

avoid threats Jn they difger with Mot rave or imntable

exlernal enmv- Whot others have lZke Tak's Jow Cost
Apple’s Los

SWOT ANALYSIS (C"MBININ} EXTERNAL AND INTERNAL ALAYSIS)
Am.\’osfs ob— business’s St'rergi-h , Wweakness ,GPPor}vhih'es and thveals. Its main

lazm s to hdp oraanisqﬁm?:. dwelop b""" Qwaremess of 2ntemal as well ag external

J‘adnrs 2nvolved in mnj:ing business deusion: s fwho, 1}V
- l r l

It can be implumented bejore all Company actions |:ke exploting hew Znhakives
Vevamping intexnal policies . d:'scnvm:ng Strakegies and leuuajéng Strengths £
lopportunities to Overcome weakness & threals.

Helpful Harmful
to achieving the objective  to achieving the objective

Aues - |s SwoT Flha\\fst's J'm’ (nternal €nvironment
oY Exterval Envivovmemt 2
Intennal Amaluysis Joewses on UmderSfadenog the
existing Strudure and Comperwdeg oy busiviess ,
Showcasin Sh!mgi-\n $ Weakness
Opportunities Threats € xtexnal \ﬂaJsts s abovt idmﬁbqiﬂg amd
prepanin lfar untontrellabes Which cam be either

ation)

Strengths Weaknesses

Internal origin

External origin
{attributes of the envirenment]  (attributes of the organiz

(C)/ €l Fast Cost FM by AB Chapter - 03
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Swet Ancuvsu's Ju.tt idenhfres Complex (ssves for an or&am'sah'en and Pufs
thew 2nto Simple jrawucwork - But owe ob the Crihcism s thar ét does not
provide for evalvation ofy Stremgth . weaknegs rOPPori'unH}a & threals in
ComPe,H-HVe ¢ontext (l'-e How is SWOT of fiem as Compared to SwWoT of rz‘vaﬂ)
So it is usejol for Sl'b-ni?ng aalysis only -

COMPETITIVE A&VANTA'?E_

COmperii-ive Advantaaa is adnieved whem Company’s pPerformamce o projyétability is
better tham the querage projétability of [rirms in ihe Industry  which happen s
When Gompany'’s Valve Creation Shategy retvls in superior performance than rivals:

[t is cet ob- um}qve fekore: ob- Qa Covnpany € its produds that are Pe;rceive& b}o e
’|.'Ql"5c} market ar belter tham +he Competitor And mmpdfﬁve aduant'aje is said to
be achiewed onlja when aompeﬁl'o'r h-é,rms try ho duplicate or 2mitale but jal

SUSTAINABILITY OF COMPETITIVE ADVANTAGE
By Susi'ainablliiy o Compekitive advantage we means e p:n‘oo? for whih e
Company achieves admhjc over Competibor - Tt cam be short tem or lona term.
Followina 4 major Chavacteristics o resovrces and Ca.PabiliHu required are -

() DurABILITY - The peﬁa'od over Which QMPeJa'Hve d.dvantdje Is sustained dtpamols
at the rate at which fz'rm's resources g CaPQB.EliHu detorzate: Like
3f; innovalion is fast . patemts bewme obsolere Sooan and S the
Capab:‘iiy is dve to h’lgmt' expertise then 2t will Ohl)v (aut &Il the

Thaﬂaﬂmeml' s wath Company.

__// By CA Amit Sharma 7/ AE—
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(ii) TrANSFERABILITY = Evem &y the resources & Cnpab'ulih‘u are dvrable but qre easilp
transferable and cam be eroded by ¥he competiter . lessw
Svstainable wzll be Compelitive a.dvamfaj&

i) Imtasiity = (when the resovrces and ca?ahili’n‘u on the bauis of Which ¥he
Compekitive advamtage s qchiwed Cavmot be easily copied or
cannot be easily built or Purchaued , them oode-ih've advamtage
Will sustain for a longer peviod:

jvy APPROPRIABILITY - Tt reffers b b—z‘rm's a.b‘le]a to appropreate retums on 2is
Tesource base. 8o whether the retvms ave adwally creating

an advomtoge is a mayoy (stue.

PoRTER'S (ENERIC STRATEGIES
The geme/ric stm.keaz'es of the Micheal porier can be pevsved by anp type of

land a.my size ofy business ba'rms even projyit orzemied or NPo

A "|V' \ ComPetiﬁVQ deaﬂtage cam be 34‘"?d\fﬂ)m

-
o three dijferent bates -

Cost Leadership Differentiation
CR—— E————

*(OST LEAXERSHIP - Stamdarised produds,

e e Veﬂly i Puunﬂ' o
: . O and J'-"" price semsekive wsfomers.

Cost Focus Differentiation Focus
—

*A)2FFERENTIATION - Unique producks for price
insensehive Customers:

i
o)
3
3
oG
=
s

= Fows om needs of Small grevps of-
stomere ¢ .lin Ciean cemagpe tagte

i —
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COST LEADERSHIP A

It q?ms at Broad Maes Market- Tt fows on Cost redvclion in various dAreas of

Iprocurement . produch’on ] s-lomae. & dishabution ob Produd' or Semvice -

The prima.n)a reagon J’or Fursuz‘ng J'o-rward , backward 42 horazontal inte(yraﬁon s
to Join cost - leadership bemil its- The onlp fows is o sell at prace lass tham the

No of cost eluments aﬂ-gct- relative olltactiveness of 3|m¢xn'c si-rqrggiu I'nclvd:'ng -
(i) @tonomies or diseconomjes ob scale Qchiwed-

I?U leo.nm'ng ¢ €xpevience curve eﬁed;-

i) Percentqge of CﬂpacH}o vhRliselion dchiwed:

iiv) Linkaau wzth suppliers-

dow cost Sfl'dtmo s effective Wwhen

e market s CoMPosed ob. manyp Pn'ce-.sw:eﬁve. buygrs

o there are ‘fw ways o achieve prodvet déffresemtiation:

° buyevs do not Ccare mvch abovt diH,uwce fmm brand b brand-
. lqrde, no- of; buYufs wath S'r'gn}b-{cami: bargainfng power -

Succmjul Cost qudufslw‘la posses i-hroujlq emtire ogam'.cah‘en and fowses on -
Hr‘jh efficencyp, how ovenheads , Limited perks ,
Intemsive .Ccremfﬂgﬁb- Requul-, Intolerance ob~ wagte.
Wide span of controls , Rewards [Znked f® Cost
Cvrtall ment; ﬁ broad employee parh’cipah'oh i cost
Gontre| efforts:

_g—ll By CA Amit Sharma 7/ AE—
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How To ACHIEVE COST JEAHERSHIP

. Prompl' joreca;firy ob- Jdewand - ‘Achiwina etonomies ob- Scale:
* Optimum vtilisakion of resources- * Stamdard (s akion of preducls:
* |nvest in Cost Stwinj ?echholosy. - Re‘fsfawae to da*-bumhahw

ADVANTAGES OF CosT LEADERSHIP
() RivALRY - Since we are Se&iwg ar Venf law P‘n’ce . SO CornPd-iI'ors donot

entexy 2nto P‘n’ce wars:

i) Buyees - Potuenb-dl buyexs Camt exploit the firm as it is already Selling
ab price lower tham the others

jib SupPLIERS - Tjf Supplier ineases Pr:’ce + all firms will be ffecled due o
rise but bqfrms atread)o Se.lh'n3 ak low can Qbsorb shock better.

i) ENTRANTS - low Cost in- dfself is barrser to emtrp.

| SupsTiTuTESs - {ow cost leaders mostly reduce Cost to include other cuskowmer,
nvest 2 deudopz‘ng Substitvte & porchase patents:

aOlSﬂ.DVANTASng'/ RISkS [N COST JLEAIERSHIP
(i) Ma)a vot |ast Irmg ag Code-i{'O'm may copy Cost redvction technigue -
(i) Onlp b%i'{u’d gy Selling hu(yp_ Voluwe of produds:
(i) Advancememt o 'l'eohnolog)a (s a 3reaj: threat
(iv) BUYGA’B 2nlerst may Sh]b-l' v other dihmﬁqﬂnj jqd-or besides price:
(v) Since to reduce cost . aAdvestisermemt & wmarket tesearch i teduced sSo
it map have advexse mead- in lonﬁ term.

NN 7 # By CA Amit Sharma 77
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DIFFERENTIATION STRATEGY

Tt also aims ab Broad mass markek bot involves creah'ng prodvcts thar are Pen:eivcd
Unique '9‘/ Customers rdcuina to P’rodud‘ dex:‘gn . brand . jeajvru . customer <envice,
hmhologp . Qustomer Senvice eg Domno’s 3ominvteg de.u'vvnp It J-,df;, the
busivess to dnarje exha pn’ce dve fo Cwstomer IOfa.!i)o.

Strategic Analysis: Internal Environment m
First ateempt success tatorials

But Succeasbul dab.ﬁ-uwl-iaﬁm (s only Poss}ble & competitors commot imitate i and
Ek exceeds the enfed\aﬁon of cushvmess and shovid be Fmeud ter carefyul
examinakion o buyer's nheeds & prefjerences.

BAsis OF QIFFERENTIATION

i | l
PROQUCT PRICING ORGANISATION
Price J—ludval‘e on bas’s Maxim:'st'ng power of
ob— demand € Supplp - brand. . usinﬂ location
Coqum'e.! cay offer the

q.iving Znnovahve Pmduds
Cam lead to competitive adv-

But 2t may include Im'gh

advan’cags , wstomer
R€2 and marketing cost .

Product ak lowest price
or SUPexiotity +hf0V3h
hishul; price-

- Rolls Royce

still payejy: cam be greak
eg:- Apple |phone

lquuy cam provide
addittonal ways o}
dé.ﬁ-eremhhh‘en-

cg - Apple Fanteam

AcHIgVING AIFFERENTIATION STRATEGY

» lmprove performance
v OJ:f“’ l-h'ahu Quality Prodvcts
. Rapz‘d product znnovation

-

. qu'mg Steps for enhanu‘ng brand vajve-

o Fl’xing Pn‘cu on basis o unique featvres.

* Offer Uﬁlfi)o to wstomers & makeh the
Product with taste /pre- of customer:

__II By CA Amit Sharma 7/ AE—
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ADVANTAGES OF DIFFERENTIATION
10) RwALRY - The Customers are loyaﬂ to brand amd are [ess- semsetive to
préce increage till the Hwme b—zlrm Lakisjies needs ofy cshomers:

ah Buyers - ijm dont negoh'cd‘e j-or praces as {hey are 33&:2:13 5P€a‘aﬂ
Jeatures & Zrmovakive options:

[if'u SUPPLIERS - Since the ja‘rm s C.hwnaa'ng P'rum'um Pn'cg , ét con absorb the
increaze 2n prices of Inpols by the supplier.

v ENTRANTS - BT":"SE“_‘] Innovation (s an expemsive offer and new emtrants cam'd
qﬂnrd +hem:

(V) SupsTITUTES - Subshtute Produd‘s Camt replace débfwh’aﬂ P'mdvds m'}he}o
have h:‘ﬂh brand valve £ Custemer loyaltp.

DISALVANTAGES /RISks IN SIFFERENTIATION
IZU Unigueness s daHﬂwlt to Sustan 2n long term-
) When farms oharge too hzjh prices J"lsr diffyerentiation . then cwstomers Can

Switch to another alternatives-

(iii) Sometimes the basis on which da‘.b-bumh'ah‘on 2s done 2s not valved by fhe
Customers - So défferemtiation j-ails»

(iv) Compel-irors may develop ways to Copy da‘.b-b-qwnﬁiqﬁna j'eqture.c quickly-

Focus Strategy

= Best Cost Provider Strategy

NN 7 # By CA Amit Sharma 77
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Focus STRATEGY
Concemtiration on particlay ﬁ'm’f’ o)y ws tomers '8“3*‘?“"11 markets . OY
paxticulax produck - |zne Seqgments én order to senve a weld deffined but
harrow market , better tham the Competitors who senve broad market -
eg - Jhonsons & Jhonsons . Ferrans - Tt is Successjul when customers have

SPedbq'c tequirements amd that is not dealt bp rével férms.

i
Focused CosT LEAQERSHIP Focusea iIFFereNTIATION
Compe{z‘ng based on prices to toxget O_U-uivg unique features ot
a narrow markel: A:im is fo charge fui-ill demands ab— harrow market
Pra‘cu lower Hhan b-a.‘rmc Compd'éng Farwms cam j‘ows on Specific Saleg
2n Same twrger mar ket * Chavnnel lzke only on éntennct or

porticulow dmosm?hs'c groups:

ACHIEVING Focusen STRATEGY

I l

1
Select Specific (reating superior Generating high Heveloping
nithe not Covered Skills for Cahrhe_, ejficiences fo Z2nhovaHve ways
by Cost leaders ¢ the niche market Caker niche market o manage valve chai
diéfperentiaters

ARVANTAGES OF FOCUS STRAT
* prewivm prices caw be * Rivals £ new emtramts Jind difficult fo compete
Charﬂed ‘fur‘fuwsed predvds dve to tremmemdovs exPar-I-fse n 3000[.: & senvice-

aOlS-A-OVhNTA?ES OF FOcus SrRﬂrggaY
* T} férms lack distinctive Competencies e Costs 3d‘ high and «demand
'Hney camt persve Focws Strategy. is Wmited which is an issve:

__// By CA Amit Sharma 7/ AE—

Chapter - 03 1/ €] Fast Cost FM by AB




Strategic Analysis: Internal Environment

FAS T

CA Amit Sharmo I

BEST COST PROVIDER STRATEGY

Lower Cost Differentiation It involves Prow‘dinj e
cwstomers more valve for
ABroad Overall Broad b .
g Cross Section LOW-.C:OSt Diﬁerentiation mmy y WP]‘IQSIZ.M on
g) of Buyers Provider Strategy
- Shaegy. lower cost £ belter quality.
o
— Tk ss fothw dwdopmmt
°
~ A Narrow : Ob- above three SGMWI'C.
- et t Focused ot
Segmen 0CUS: P trateai
p- {or Market Low-cost ifferent i = Qies and Cam be
Niche} Strategy re o

done ‘l‘hmxﬁh -

* Qiving prodvcls at prices lower tham the Competitors With almost Same featvres

Or Same 7udéfy-

" Cjz‘.viug products Wik ha'ahu J—ea}uru ov better qua.upo tham the Comreh‘hr but
Charga:ng Same Pra'ce

S— By CA Amit Sharma 7
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04 STRATEGIC CHOICES

CHAPTER

5l:ml'eg£cs are J‘ormulqreal at difjuent levels of oraam'sqt:‘m = Corporate ,
business and bunci’e‘onaﬂ- ]BP managwmt makes Sfra.teafc dedision , 2k is
ddegarcol at middle |level and atlast J‘unoﬁonaﬂdlgﬁd K;hanajsrs execute it
i e?

STRATEGIC CHOICES NS s
Four grcmd S’rradejzes / oJireckonal Si'raregfe: i ffemw‘c .Siml'egl'es by Wihiam
F ¢lueck & Jawrence R Javeh ab corpovate level :-

(i) Stability Gi) Growth (iif) Retrenchment (v) Comb:ination

~A 2
Tt ngjl 1o

Compe.’c't*?ve Sharega‘es b)a Michael € Porter -
|[f) Cost leadership () Aifyerentiation @) Focus

Fumctional Shq.tegz'es ave meowmt j-ov s\'rd'egic mgml- ofy dishinct b-umdfons -
(1) Mmketing () F2nancial (i) Human Resovrce (v logistics (¥ Prodvctzon

Basic oh Llag séh’caﬁou T‘(Pes

e Jeved Corporate devel , Business hevel, Funchional level

* Stages oy Business Dntro Stage = Market Penctrakion Stirategy

hife Cycle Growte Stage = Growtn / Expansion Strategp
Ma.!‘uﬁ‘l)a §i'a3e3- S‘l:nb'nlii‘)o .Shrareg)o

Qecline S'Page + Retrenchwmemt / Tomavound

. ComPet':ﬁ'on CamPei-': tive Strategies - Cost leader . iy - Focus
Collaborakion Strategies - TV , Strakegic . Merger
Alliance
S /7 By CA Amit Sharma 77
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STABILITY
STABILITY STRATEGY e

A Strategy where firms puts the efforts fo be ab .. DTD .éf T_-
Sawme level whexe 2t is and has no 2tembon to Jrow

or fall below the wwremt level of Sales/pvob-it/share- It is for the b—z’rms who
have readred maturity stage of PLC and wants o refain their Marketshare.

CHARACTERISTICS OF STABILITY STRATEGY

W) Shy in same business , same market , Sawme junch‘ons . efforts a4 at presemt:
(i) Not Redebinfﬁon ol Business required-

iii) Sa{e Si'rareaty . maintains Sfatvs Guo.

(W No Fresh Ihvetment:

[V) Vﬂ-ny less Risk

i) Cove wmpetencies developed as fows on existing resovrces

Vi) q;- fow.r. on Modest gmwl'h . go lfpr Si'a.b'll‘l? Shralegp -

Vi) Dmprove juwcﬁond effidencies bp betrer deployment £ Utilisalion o resouvrces.

ReAsons For STAB|LITY STRATEGY

{ i l l l
Maturity stage  Stapy fee!s domfortable 0 the env: Whem expansion  Firm has fust

Ob PLC reached as legs d“'"ﬂ“ frisk Qs erjmisch‘m is perceived ag dove repaid

is Stable fhrearnincy expansion-

GROWTH STRATEGY ¥y
Whem f2rm is wlanging Scope of business, - Growth Strategy
Incxeming investmemt, ex Plon‘ng new Prodvets |
nea hednnology - new market 2t goes for

€xpansion or Growth Skrakegy. Al
_II By CA Anit Shoimd £/ SRS
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CHARACTERISTICS OF €XPANSION STRATEGY
(i) Sh;y in came business , same markel , Sawe ‘furudfons 3 eﬁofls as af P\'uwt

i) Redebim'h'on ol Business I‘equired-

i) Highly Versatile Strateqy. offers vaxious penmutation & combinatien of Jrowth-

V) Fresh IDhvestmemt , New Produchks . New Markess:

(W High Risk involved - S0 chances of High Retvan:

Vi) Dntemsijicabion 2 ehivwsih‘mh‘on are two Methods bgrow ,dz'b-b-e:emce lies enly
on how the b—irm wamts I'o3row- (z‘nivmau}a - Sely or with help of others)

Vip Ty fvw: on Mammoth growth . go for expansion Shralegp .

ReAsoNs FoR E€XPANSION STRATEGY

[ ! | 1
Qreoler conhol Strategists feel more  (Uhem the environment  Advomiage frow
lover marker £ Sahisjied with the demavwds increaze v experiemce Curve
a:de%{ov;s- Prospects ofy growhy pPace of activilp & Scale of operation

TYPES OF INTERNAL EXPANSION STRATEGY
. Ex[xnnsion 'Hanjln In'l'ems'tb-a'catﬁon Oixpansion 'anourjln -Oivcrs'tb-z'cq.h'on

INTQNSIF'CAT(ON
Orgam‘sqh'on trees to ?row Znternallp b)g z.'nkmsibyfng or t'ncrecuina oPuab'ons'
It increases its Zntermal Cﬂ{)ﬁb““‘l‘e& £ resovrcer and adoPis any of b—vllow-‘nj -

(1) Market pemelration e Thejows is on e)thHrg produet & existing markel
F2rm invesls recources to reach weder audievce in
£ame warket - eg:- Horlicks Shaxe 1s 30 amd
it fowses fo increare Shave o 4o
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l(ff) Market -Dc.we}ppmmt = Whem the fows 2s to fa-‘d the neww market Jur the
exfsh‘nj Produd‘ b)o Qdding dafperemt chanels of-
distvibution evy contemt ob- advarh'.sing- ea, - Horlicks

Stanted 5dﬁn5 en Dubau qlso-

(Jii) Praduct Qewelopment - The fotws in on finding new prodvet jor ex-'sh'rﬁ markel:
0¥ 'Modz2ficakion oy exisﬁng produck Spr em’sﬁnj- cshwess:

tMarket Pewetratson = Increase market chare . Pfoducl: usage , fo vsed . Frequwcy
Used . new uses of existing product
F Market ﬂwuopmwl: i éeo:ivo.?hfcal expawnsion . new Seclwlml;s ob- mavkel -

b Product -bevdopmwt - New P‘Yodud' jeo.ruru . New 3emefra.hou prodvd-
@ DI ©

DIVERSIFICATION DWERSIFICQION

Entrp nto new prodvels er Product line ov New markels . m‘(ol\ma substanhau}) d%umt
Skills, fech and knowledge Simply  New product which can be related or not related to
Cxisting prodvet aud 3n new markel The two reasons jor di-Vexs'-b-'anon qre =~

ki) Il, the b.irm has excess Capadf}a  fumds - mavpower . RER:

(i) ]%- it com take synergy bemijils and (ncrease Sales of existing products-

[ | |
COCENTRIC CONQLO MERATE EXPANSION BY
DIVERSIEICATION D\WERSIEICATION INNovAaTION

COCENTRIC DIVERSIEICATION
The mew business is relared ov linked to exish’na business {hrOUJh process ,-lcchnoloj)o
or mmke.!im(j and is @ SPiﬂ ob.b- jmm enis'ﬁvsa ;j'adl'lh'q / process: eg - Co\mPan)g maﬁtg
Clotves entus iatv shoe Zndustry - Tt cam be further of two types :-

_II By CA Amit Sharma 7/ AE—
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I(i) Verticauy (NTegrATED = Hore fhe j’a‘r‘m remains in Same process Sequemce
COCEeNTRIC QIWERSIFICATION but J’usl' moveg ‘forwar& ov backwards in the thain

and embers into new pradud'/p'rocus and hag a
antemtion to make 2t new business jar béwn- Farm 15 in Same Pfoclud- - process chain-

)

ForwARR [NTegRATION Backwar INTEéRATlgi
Enl-ui-nﬁ business lineg that Use P‘roduds E‘n'tvlirq into businegs Ob Input:
produced by e fpirm or emtuina 2nto Providex.s to gain qreater control over
business o dastmbuiion chavnet, ea Faut (uppl)o Ob InPui:s at las Cost -¢g - Fogt

€ducation a(‘quifq FAP 4 €dvcahon opens Frintinj press-
-(ii) HorI2oNTAL (NT&?&ATE.& = Firm a.cqu'we one or more business oruo.ﬂ-iug aF Same
COCENTRIC DIVERSIFICATION Si‘aﬂe ojy Prodwrz'on . mo.rkeﬁna han or Zn):egrure.
wzth bé:ms Produdng amplme"‘tuy or by-Produds
or hkéna over ampeﬁ’rm‘s predvets -

CongromerATE  LIVERSIFICATION
The mew businas is not related or not \inked to exl'sﬁna business -lhrou’jh process or

'Iedmolowa or mmkdi.n(j- It is ‘tol'a.ﬂly unrelated c!ivusibica.h'an-ea - Clother rml:ina <o -
Starts mdﬂ'nﬂ Fuomsture -

Glues - ls 2t worth expandina so much that Co- d_z'Vors'nnq into unrelated businus ?
[t Creates access to new pool dl)' wstomers , so (ncreases customer base- It alse qllows
acess to hew market & cross- sell preduds - So én this way evema loss making
business cam be made projyztable -

NN 7 # By CA Amit Sharma 77
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Uparadaﬁorl of Qxisiin_c; produd- {2nes or proceiseg Soas to increage markel share,
Propat - sales and customer .CQHsjqd-z’ow It offers ho\low'mg bmapts -

EXPANSION THRougH [NNOVATION

Hetps to solve complex issve ?ivu ompetitive advahi:qje Thaeaser ﬁodvoﬁuiy
Business ja‘.nd opportwih‘q in Faster a business inmovates . Thvovation SimPlib-ieg

problem & them try to Solve 2t fartner 3t goes from 2ts Tasks and repetutive
Via innovation dnd dwdopinfj CovnPeti’ror.i-. reach - Innovasive tasks are quilowated-
kustomer cemiric selution produds nesd less mﬁrkeb‘{!j It creates opyoriuniiy
eg - Remewable Sources ds -Ir'he.y qlraqd)o ave baged o ‘o bwl-hu dwebop the
Customers needs - Process & ?'mdvds-

TYPES OF EXTERNAL QROWTH STRATEGIES
* Expansion 'l'hrouah M"ﬁ“ & Acquisition o Expansion ‘Borouah S'I:ral‘eaa'.c. Alliance

MeRGER & ACQUISITION

Tt reffws to process ob- Oornba'ns'n(j two or more o:('qu'sqh‘ons tcjd-her-

In case o Merger this combination is done in q jrz'wdl}a manner and. boty
the orqu'sqlions share the Proba‘fs n n:w Q“HD’ and their sl:remyfh.s go vp

breaking the trade barvsers - 5 M'ERGER

Ly

But 2v the cate ob. Acquisih‘on one ogdnfsaﬁon takes aver the control obaﬂl
businesgs operakions of other orng'saHon- Stronjer one Overpowers the other
n an wbra‘emdl)o manner and Combined opwah'on SUn uhder Nawe of the

. ‘. -
P Owenjul EM“W . " ACQUISITION
--r_ .
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TYPES OF Mg RGER

| l l l
HorizonTAL VERTICAL CO-ieuemc CONGLOMERATE
merger of the two mf-ger ob two hwger of pirms mujex ob- ‘-z‘rmc
rival [y2rens én the birms in the agsosiated In hot related wikh

Sawme Zndustry J"'nr Same c‘ndushyg Some way or the cadn other. No

Cco-of scale ,redvee but at difperent  Other to market (inkage of tech:
duph‘cdfow of fvnction, Shlyen ek Prod of requircd tech: or G:mewgmup
Hecreasing weap . FA for (ncreased - Co' selling er dmy funchions.

cg:- Mexggrob Lipton sy,.ugieg- J-ridse merges
Tndia € Brook Bownd: with o’ selling
kitchem appliance

STRATEGIC ALLIANCE

Rdai-ionsha": between two- or more business that emables each to dchiee Certrin
si'ra.teafc Obrechives which neither would be able fo achieve on its own:

The embibes maintain 2ndepemdent Stalvs amd Shore bemifjits & conbol over
pontnership and continve to make contribution to alliomce:

A.wANTAQES OF Strategic ALLIANCE
(1) Orgamsa.honal - It helps +o learn neccessarp skills & capabilities from Strategic
pantners. Sveh fpa.nntners also hd.p to (nuease prodvchvity ,
P'rovz'ale dis Eribution System , extend Supply Chain -

(1) Economic = The Costs & rasks are redvced as {‘hey are dishkibuled amo»g
Pani:nm . Slonmie ob- Scale and bemib-ii:s ob- SPecia.lAZSaHsn
leads fo more production and redvced Cost per unit -

S /7 By CA Amit Sharma 77
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(iii) Strql'ga'c > Rivals instead ofy Compdéng_ Join hands - They Cam Take buub-il'
ofy new technologies , pursve Joint research and by pooling of
resovrces and skills cam hgekher Create Competitive adVamtaje-

Kiv) Political - Becawse ob— Iega) barrzers to emi:ry or |ocal PrgudJ'cu a‘b-q.locqﬂ
business wamts to enter into :foreign markek, it cam do ét b)q formiy
Si'rqtega'c alliances

QisAdvANTAGES OF STRATEGIC ALLIANCES

® The major Problem I's Shming o} skills . resovrces & bwowledge which wovld
not hawe beenm done 25- No sSuch alliamce existed:

¢ (uhem 4!.1);! becomes oppomm-l; Zn b-uivre . &t creates Poiwnh'a! Competition whvo also
knows abovl our dviner details-

S1 RATESIC EXITS

These .Si-mtegia anﬁllowed when ;fz:rm wamts to redvce scope ofy ifs qdiv':ly-
Fz‘rsl'l}o Problemah'c Qreas Qre jound ovt- Semndl)o SI'E.P.; aye takem o Solve the
Prob\m whidh girer birtn to fo!lowl'ng Sl-rateﬂie& -

' Toamoround S{'raj'?}a ib. f°°"s is 1o rewerse the process ob. dechine -

* divegtment Stra.l-eg)o i firm wants T close seme division / branoh/SBU.c~
'ln'qw'dah‘ow Sh’d'egy éb- b-z‘rm has taken the bz‘hal deasien fo shut down-

Turnaround

URN UN TRATE
Internal Retremchment where J‘aw.s I's to imProve
o

Zntermal ejj'l.a‘w C/W : =g ‘Jl

_II By CA Amit Sharma 7/ AE—
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TNDICATORS OF TURBNAROUNSD

[ I ! | l
Pexsistemt Ncga.h've UHCnmPeﬁHVe e dining o""‘h“b‘bi'g Mfsmamjetwent
Cogh Flows preducks market share

IMPoRrTANT ELements OF TueNAROUNL

I l l ! l l
Chonges  (Credjbilie  Quick  Revenve  Asset  Better  Neubralise
2n Top Building Cost  Gemerahion Saleto  Znternal external
Mansgement  Actions Redudtion Jek cash  Co-ordinahem  Predsvre

ActioN PLAN FOR TURNAROUND
S-1 Assessment of Corrwt_gmblegn_ = Eznd ovt root cause amd extenmt of damage-

Fows regources on areas to repcu'v immediale

Issveg -

ST Analyse Situation & develop = Wetenmine cam business be revived 2- Prepare a

& Strategic Plan preliminany plam ofy ackien . ook for vaable
core business , lprz‘olge b—z‘nama'ng,' Identify
Sl‘remal-h £ weakness & prepare strategic plan:

S- l'mPlemmHng am emergency - Appropn'al'e emergency P)am Zs brought into

&Q{g&_ﬁlw N . achion to stop bleedincf g organisah‘on (s &n
¢ritical tondition . Positive oPemh‘ng Cath ow
must be established as quicklp as possible
Plom inclvdes HR . Markeh'na, ,debt ratruclvre,
Improve worh'na cap-

NN 7 # By CA Amit Sharma 77
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S5-I Restructure the Business - Prepare Cash forecast: , Analyse ausets § debts ,
review profjits and avalyse other koo finamcial
b-vmch'ons for rnf)a‘d improvement: Chamge & Prodvect
mix . immedzate attention o Core produds . morale

builda‘rﬁ . Withdraw from Some dchivifies . market-

S-1 \Retw::;_!;o Normad - Orgam'sqb‘on Stauts to show Signs of profrit , ROT increase,
New Produuts are c.‘nnjull}a added . wstomer Service also

2.‘mpwved . l‘nmmivg marke} share .

DIVESTMENT STRATEGY

Se\lz‘ng mayer portion or division of Business oy SBU - This (s dane whem lumaroy=d
Was attempted but failed: Also businezs cam dzrectly g0 for LDivestment S‘I‘rn.l'ej)o.

MAJoR REASONS FOR RETRENCHMENT / TURNAROUND

An acquired business  Pexsistent negative Senverity o)y the Business Camt do

proves o be mismatth Cosh flow fram ome Competition and Technalogical

Lo bebter fo sell it partiwlow business inability of i  Upgrade required
affecting others- fo deal with 2F to survive.

The btmd So released ave invetted n anvther beat altewatzve:

CRARACTERISTICS OF LIVESTMENT STRATEGY
o T} 1is z‘n‘iegra.! Po:(i: of oorpora.!‘e o Wivegiment ab— Some Ob- the achvities
Shrai‘eg)a withovt amy .Ci'?ma- en a given business o the fyérm
alta dhed. or sell Out Some busines

__// By CA Amit Sharma 7/ AE—
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Aues - |s tumaround applicable ‘Ohljo"l'o loss ma.l:inj entibies ?

Tumaround applies when Company G expeviencing poor perfermance . And by poor
Performance &t doesvot neawanil)o means loss . 2} cam be lower 3mwl‘h rake or
lower sales or lower profit than expeded:

§TRAT€_91¢ OpPrioNs

Pra‘mam'l:, used jor oompeﬁh've dna.bfsi.s and Corpora.re Simtegic P'a“"i"g an mults -
produck dnd mull - business bz‘rms . But cam also be used én [ess divexsibq'ed bz‘rms-
The main advami'age is . reseurces cam be Channelised. fo the business thot possey
la grear potemtial -

ANSOEE's PRosver MARker gaowm MATRIX

PRODUCTS Givem bp ‘307 Ansoff it Is useful tool +hat hetps
ExiSTNG NEW e business to decide gbout the 3mea 2n cage
2 e the market (s new 07 old and the produck is
T R . . - .
é % either new Oreld’ [t is @ portjolio planning tool:
—
_ . (i) Market Penetration - Sellu‘ng Existing prodvebs
Development Diversification
2 Strategy  Stretey 2n the exist ng markek-
e — \w._.../

More foows on qdvertise -

(i) Markek -awelopmont - Exishing preduct Sald in new market - Fows o find new
8003mpb:‘ca.t market . new diskibviien channel-

i) Product -Deydopmemt =~ New product into exfch‘rlg market- Fows en madijication.

(W Diversification - New predvels in new markek - Fows b Start businew ovtside
Cvirent produts £ market but cam be bit risky.
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«Defend position
-Focus
~Consider
withdrawal
| AXIS X
Ageing Stage of Industry Maturity
Dexived its name J'rom Avrthey O Little this Po'f{b-olu‘o ana.b,sl:s 'f:ednm'que is based

on Prodvd Ii}e cycle- It is a two dimemsion watrix: One =5 Si'agu oy Ludusrr;a
Md‘uréi‘)a and Firms Cnmpd'l‘h'\re Pos'ih'on-

Competifive Position

Ffrs‘HJa in Which sl'aﬁe oi PLC does the I:InJNSh'P j'al.l [hiroduction , ?ﬂouﬂ‘h i
Makuré'lja or dedine:

§eumdly What (s the CGmpetitive position of Farm in [Mdush)o-
* Dominomt - [} is vare & hoppems due to monepolp. Sl‘r‘oy technical kadership
o sh’ovlg ‘- FEivm hou fre.e&om over chorce ob Sf'ral'ema and ads withovt bei\zj
threatemed b}o Compelitor
* Favourqble:- When Industry is fraj\manted and. ho Competitor Stomdy ovt
Cleanlp - Reasonable Legres o Freedom.
* Tenable - They J'Usi' J'USHW their existence aﬂwj are Winerable te the
inoreased ompekition from Shonger co.
* Weak - Pexjogmame 's Unsatisfatow . bvt Chances Of im provemen t
exist:

__II By CA Amit Sharma 7/ AE—
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BC& ggown_r SHARE MATRIX

RELATIVE MARKET SHARE Sa‘mplul' way fo potrap covnpank portjolio oy
L. enwveatment - Also called Cow 4 -003 mebhaphors

is used for resource allocation ¢n a diversijied
Company - Co: Classiffies its business on a two

E  HIGH

HIGH

dimensional 3mw+h~share madrix:

MARKET GROWTH RATE

CASH USAGE

() The ventscal axis = shows marke} growt rale
and provides Measure oy
markel alirachveness.

LOw

(i) The Honzontal Axis - shows relative markel share } Senes Qs meavre of; the
ComFany Shﬁdhji‘h in the market:

Using Bcg matvix organication canm idemtify 4 dijferent types o SBus/prodvets-

STAR - are raPz‘dl)o 3rowin3 Pfoduc.t /SBU.%- The.y heed heau)a invegtment to
maintain their Pos"h'on and [inance 3rowHa petemtial - They represent
best growtn epportunities- Growth § Market share both high.

CASH cow - Low SNWH' but hl:jh market share - Thqo net only 3em,rake

cath bvt qlso have low cost . Established produds So less invest
to maintain market share - Tu Ionj berm Stax become c¢ash Cows-

neuesnon = low marke} Share in 'm:jh Srowi'h market . Called as problemw child

MARK or wildcat . heawy inveatment heeded but low potemtial to
3ememke cash and éb— left Unaltended +he4f became cash trap-
Bot &5 fowsed +hey cam be Gonverbed to Star § them Gathoow-

—
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-0035 - low market share v |ow grewl-h market- The)a have no fuhure amd

Cam Generale o-nly Cath for Survival or Sometimes evem may need
Cash for Lurvival - Bet deusion is o Livest them.

ONCce CATEGORY [S TDENTIFIER . APPLY THESE STRATEGIES

{ | | l
BuiLa HoLa HARVE ST JIVEST
(ncrease market shave  Pretestve the curremt (narease Short ferm Sell /liQidale
wen by J'”’rﬂ"i”? marker Share Cath flow & forget business awnd
Short term eannings. — INH porm effect —
elsewhere-
wRAC 3]

r I ] l l
Unwise Time Costly to .ozwwnr to No fows on
expansion Gomum;‘ng imp‘]umemt dejine SBU fotvre p]anning

MATRIX
s S+ Used by §m(md Elece Co- also called ag Business

Planning Malrix . g€ Nine Celt Malrix § G€ Model:
Inspired from Traffic lzght, #is model vse two
Jados while taking S'I'ra!‘egt’c. Jecision - Busineds
¢ Strongtn & Marker Affraclivenes:

High

Medium

The verhical axis Znducates — Market altractiveness
measured by - Size of market +Market growth Rate
S Mo s * ndustrp propitability * Compelitive 2nfensity
[ 84 | 77 By CA Amit Sharma 7/ AE——
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‘ Prz'c.l'nj Tremds °* Ovevall Risk i ]:ndvsl'rp . OPPof'l'dnil'}o jbr déb-b-mﬁd‘lbﬂ
. Seqmeni‘ahhn * demand V'ax;'ab‘nlify * Lismbution Strudvre

The Horizontal axis Shows — Business Sfrwgi-h and is mearvred by -

* Market Share * Market Share §rowth Rate ° Projit Margin Brand lm?je

* istribvtion cfficency Ab’llifr fo ompete on price &Q\mﬁly * Customer Joyally
* Produchion Ccapacii')a . T@calrnwloafcc:l.(J Capabilir)a * Relakive Cost position

g’zsem Secrion = The Business is at advantajeo:;s position - So +34 fo expand,
Invest £ grow

Needs cCawvhion & managw‘aﬂ disuretions fur ma.hinj Strakegic
Choices -

Ren Secrion - leads to losses -s0 aPPrapﬁale .Chategp is divegtment |, liquictahion
or retrenchwment -

B
Market anf-h
Marker Share

s g€
(Market Attrackiveness (broader)
Competitive Streugth

S /7 By CA Amit Sharma 77 Q_
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05 STRATEGY IMPLEMENTATION
CHAPTER AND EVALUATION
IntROUCTION :I Already Covered in
STRATEGIC MANAGEMENT Chapter 1 to &-

Smges IN STRATEGIC MANAGEMENT

1 I T T ]

-chejopirﬂ Envivonment Formulation Implementivg Evaluation
Vision ., mission A nwly.sl'.s of Strategy Sirq.l-ea}o £ Covbo|
(S'hgel) (Sfﬂ.ae 2) (Stage 3) (Stage 4) (Sfcgeé')

TmpiementaTion OF THe STRATEGY
Most tzme consuming part of $M process - Onﬁanimh'onal Change . Motivaking the
Pe_oFle, , Buvid 4 S'i'remg‘rheﬂ Gompﬂfyﬂ Oovae'lwcies ; ComPeHh‘ve. Caf)abiﬁ-h'e:. s
required- Lt includujollowinj principle aspects -
If) Pre,f;qre budjds to apply retovrces fo achviHes-
i) Si'aﬂ-ina o:aanisah‘on witw Needed skills 4 experfise-
(i) Ensuring policies & procedures facilitate Strategy execotiom rather tham obrect-
v) Use best known prachices to perform core business achvih'es-
Iif) Instay Inb-o & Opesaling System to cany out day fo day roles tﬁecﬁvel)a.
E;.) Create culivre § co: emvironment Suitable for Succesfu) implementatien.

by

Vi) Mohvate people to persuve hugd- abJeckives energeticallp.

A 8004! Si'm.l'eyy execwhon (reates S'l'rng b-i.l: betwees, -
» Strakegy 4 arganisaﬁm Capabilities * Strateqy and reward structure -

b Strategy 4 Znternal oper: system * Strategy and oraqm'.cqmn's work cultvre -
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STRATEGY EVALUATION AN CONTROL
The |ost sfaje 1s about bz’nding what s the progress ofs the 0o, what s
the Zmpact ob new extennal deueboP and making Corrective adjusiments 25—
an)a. l'b sharegla matches z-‘wdvstry ¢ Compelitive Condikions and meets all the
perfor mance +043et‘ . Wen)d*hina's pafect: But if ét doenot then evalvahon
is done ib— poor Perjprmqnce. is dve fo poor J’rmteg)a or its poor  @recotion or

botr <o &l there are d-cwge in exleynal or mternal jac.t'or:s . @ Company IM7
need to change tts direchon . objectives or Straregp.

CORPORATE STRATEGY

Planni-ng means deddiv? What is To be dove in the b-ul-ore and Creaﬁng achion
Plan jm- i Choosing PO.H! ob- acdtzon to Qchieve debincd 50@!5 is part of Planm‘rg
Corpora!e S-I-rql'eg)a is the gqme plan that direds the Companp fowards Success -
quvmina can be Sh'al'egic ifp e S‘l'ra.l'eaic blans are prepared for the emhre
orgqn{sa,ﬁon le-w Sweor anahrsi.s- Opuah'onajl plav dre Pre.?ared al middle or
[ower |evel mqnqgemmb showfng how fo Use rezovrces gﬁecﬁvdp-

Corporate Strategy Ij

Strategic planning

Operational planning |

n—v,

&£
Ci teristi i
Shapes the organisation and its Deals with current deployment
resources.

of resources.

e the i e Develops tactics rather than

environmental variables.

s : strateqy.
Takes‘ at. holistic iview: of the Projects current operations into
organisation. the fitcne.

Develops overall objectives and
strategies.

Is concerned with the long-term
success of the organisation.

Is a senior management

Makes modifications to the
business functions but not
fundamental changes.

Is the responsibility of
functional managers.

responsibility

_II By CA Amit Sharma 7/ AE—
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Implementation & Evaluation

érnnreggg UNCERTAINITY

Unpreda‘cflb'lliiy Of the fjulure events and the Circomstances that cam impact the
arganisaﬁmls Strategy & (joal.s- It cam be dve %o chqve in external facors and
detw'ng with this unpredicﬁbili;u a Jz‘rm requireg $-|exib‘tll°1}a , retilignece and Qjﬂil')g
to Quicklp responsd to changes € minimise the effect

CA Amit Sharmo I

| J l l l
Flexibilitp  iversification Build Resiliance  Collaborate  Monitoring
Quikly Liversipying prodvet  Stengthen oper-  Partner with  Reqularly cheek
Qd,opl; o portfolio , market . process , increase  Other Supplier,  [ndicaters of-

Cha'rjc.t in Gslomer base redvces  financal Hexib}li}v firm. cuslomey Chqrge &

environment ] mPae.t- of Uhc‘dalni?a impreve pm Copabil’ fo share risk Condvef Scenqrio
access new market "?lq\vm-‘naL

TmpAct OF ONCERTAINITY
What s the imPad o) .sl-ra.l‘e?fc Umexim‘nif)g will ‘_f{na.l.lp depemd vpon the SBU
being impacted: Certain SBUs are more imporiamt dve to their higher sales , projit,
Costs but also potential Smw’m . £ales . projit be jgw:ed to get trve walve-
STRATEGY IMPLEMENTATION  of s |
[t is concomed with managen’cd excercise of putting freihly chosen Strakegy into
ddion . $upenufsing .ci-ral-egp . Making it work t’mprwing compehmce with whidh

3t is execvted J; Showu‘rg meagvrable Pmdre.s_c n adﬂi&}fly b.ﬁet-mulb é{;ﬁ)

BELATIONSHIP OF STRATEGY IMPLENTATION WITH FORMULATION
Ma"?’ manargers jﬁl fo dI'SHﬂJVi.‘; betweem both and Success of o;:?am'mh‘on
lies &n good strateqy formulation & proper implementation. Shown below is +he
diH-M'mte belween Sound /flawed sl-rategy kormulah‘on dand, exceucnr/weak
Strakegy (mplewen takion-

N —
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STRATEGY FormuLATION AND IMPLEMENTATION MATRIX

auare A - co: J—ormcd a veny 8ood Si'raieg)p

B i
5 2 ) bot Govld not (mplement propenty
é due o (ak ofj resovrces or the |eadership So
§ ¢o - Shovld 'l'fy fo mwejrom Square A 1o B

FLAWED

C
Squave B - Perfect sitvation as co- ha both

EXCELLENT Sound S‘ng;d é Swmooth (mplemmt

STRATEGY IMPLEMENTATION

Sguqre C - Hewe Co: not onlp doea have jlqwed strategy . but alse (s poor &n fhe
implewiemtation - They need Business Model Redesign ya execu- readpust:-

gﬂuare-é = Strateqy Formulatéon is flawed but co: has excellent [mplement:
Skills - First -B'n'ng b do 2s Eedexign He Shrategp-

ANOTHER APPROACH (WHEN ORGANISATION LACKS STRATEGIC QIRECTION
At times of stress orgqm'sqh'on may
J‘ow.s on eb-b{cimcy . relatfonship betwew
input £ oviput rather than cffectivemes

| Whidch fow.s ov achfwivﬁ oljamlsa.h'on Joal-

2. Die

1. Thrive

Efficient

Slowly

Cell I = Drgam’.cah‘on thrives as excellemt

Operational Management

4. Die .
Quickly | {npub/OUI-Pul' rakio

Inefficient

Effective Ineffective Ce-“ 2 g ks 0?3th3ah'0n (s -dﬂomed
Strategic Management Ceh 4_ un lﬂs i{' h.nd; S‘T f i direckion.

Celd 3 - Survives as akleast eﬁ-edf\rmm exist ewenm ib- foo muu, input vsed.

__II By CA Amit Sharma 7/ AE—
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Strategy Formulation Vs. Strategy Implementation

CA Awit Sharma

IME.an‘nt - Ebbediwe means DOING RIGHT THINGS » Efficdemt means QoINg
ANYTHING IN RIGHT MANNER
Ib J'-nws only on efﬁdwcy (s CompleHJo wrong-The»re are Verious Stakeholders
en the orjam'sah'on and each have dijferent 2nievest like Tax to goﬁ: . Aivid
to s}ho)de.r , Int fo Debtholders - So even the best plam will not werk 3j the
Same is Not implemented effectivelp - Hemce Jows should be on implesmentabien
also as onlp planning (:formulab'm) is easp { achvallp doirz? (imp)am) is tovgh -

Strategy Formulation

Strategy Implementation

Strategy Formulation includes
planning and  decision-making
involved in developing organization’s
strategic goals and plans.

Strategy Implementation involves all
those means related to executing the

strategic plans.

In short, Strategy Formulation
is placing the Forces before the
action.

In  short, Strategy

Implementation
is managing forces during the action.

An Entrepreneurial Activity based
on strategic decision-making.

An Administrative Task based on

strategic and operational decisions.

Emphasizes on effectiveness.

Emphasizes on efficiency.

Primarily an intellectual

and rational process.

Primarily an operational process.

Requires co-ordination among few | Requires co-ordination among many

individuals at the top level. individuals at the middle and lower
levels.

Requires a great deal of initiative, | Requires specific motivational and

logical skills, conceptual intuitive | leadership traits.

and analytical skills.

Strategic  Formulation  precedes | Strategy Implementation follows

Strategy Implementation.

Strategy Formulation.

Formulation ob- S‘Tai‘esp is <awme fm‘

S— By CA Amit Sharma 7
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each type ob- onﬁqusqh‘on

but implemenb-

varies as per size £ type- further there are two types of LINKA?E.S
between strateqy jormulaﬁon & r'mP[wnemfaHon-

N
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FopwAR2 LINKAGE BAckwARD LINKACE
It simplp states that [irst strategy Bot when the formulation ofy strategy
(s J-ormu)qked amd then orgavisalioy (s 8ivem back seat and [rirst 2t is seen
adjusi's I’rseib- Jer ad:rv.sl'meﬂ?' of the Wwhether Shral'eﬂa Cam be l'mplmmlrd
Shamgyjomed- Wwith ckl'sh‘vy tesvurces € then J‘Ofmcd'
03:- Smd-egp Is j—ormcd l:qdl‘nj to SE Since Co- dont have envugh Junds b
Chaf:ye J'rom |abovr to machine mode bur machive So that |deq dropped

[Ssues IN STRATEGY (MPLEMENTATION
[mplementakion (s the test of Shrategests ability fo allocate retovrces . detign the
orgqm’th-md Strudure . jormulql‘e, bu'nch'onal policy 4 va:‘de Si'rq.l'e?fc leadership.
() Stralegies by themselves dovot lead to ackion: They are statewent of (nient &
by implementation that Intemt is realised So a strategy is auivated by implement

i) Sha}egiu lead to formvlation of Dily-kinds of; Proﬁramm. which includes Gods.
Poh'u‘e; » steps 1o put plan into ackion.

I() Noco Projrammc leads to jermulah‘on s} Projed’f-‘ P'roJ'Pd‘s qare hfamy Spedh‘ed
programme with hme § Cost boundakion.

V| V| V| V| Vo |
Seqvence o) - PYOJ'ed' Procedural Resource Structvral Functional Behaviovral
Issves Impleom:  Implement:  Allocation  Implement-  Implement:  Jmplement -

[ —

Some achvities Can be repea.l'ed or Pe.rformed Simultaneousip. In sma)l orgqm‘scd‘lbn
8ufn_<j J-rem bormolah‘m o Emplemeut'si‘aJe means 8oiv|3 Jrom Sfrqre7|‘sr role f

rele ofy Functioval /.t)l'w‘sfowd quager. And prcblem arise When tagk of implement:
is givem Suddmly or as a. gsurprise to  Fumdhonal /.mw‘sfonaf and when they were

__—II By CA Amit Sharma /7 A
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SO

CA Amit Sharmo I

mnot lnwalved Zn jormulq,ﬁon . 503t bewmeg dibb{wlr jor them to implement * Thus
F/-O haanajer.s Lhovld be included into Sl-raj'eg)o J-orm- and Sl'ra.l'ea,:‘.sl- be inclvded
in Zmplemcmtaﬁon-

Manajmmr issves tv Strategy implementation inclvde -

.establish aunuaf obJed-'ve.s *evise Poliues - Allocate Resovrces < Restructure
 Alter exn‘sh‘nj organ- struchre  « Eecngineering 'Ew'ﬂ'nj Reward Plans * -Oowm-’z:’:::j
b develop Effective HR Syster

émPloqees are mohvaked More by Persona? Interest rather fhan Omam‘mﬁomﬂ [nterest
S0 firm shovld +;v to coivicide both - Proper fvm‘m‘ng fo both managers £ employees
be given bo ensure J&u}a have necceuany skills:

_STEATE_Q!C C_HAN?_E_(THRO@‘»H 216 ITAL TRANSFORMATION)
To S'huy Compeh'#ve . .Chib-h‘nj d-‘a}i-au)a i's imp- For this chanje. mamgefmeml: s
dlso Crucial - dets Undersfomd junch‘on of c)uange manag- Zn dfaiird transformation.

Change Mahagmrm'l: is a process ofy et of tools and best praclices Uted b manage
Changes in organisqhon- [t hetp.s to implememt C'hanju in sajre £ regula.h.-d environment
by rpdudng detrimental ejjed‘s on @ Now when environmemtal J-orce.c c«havye it
requires business to make wmodijications in their ex-‘sh'n9 sStrategies fows?ng on new
produck . market , ways of doinj business called as S'l'ml'a?ic Chanje-

STEPS To INITIATE STRATEGIC CHANGE

| l l
Recoqnise the need Create a Shared vision InstitvHonal'se
Jor change to manage change the change

N —
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Sh()l - [demﬁw z‘b— wrrent Corparate witvre Svppor{;s S-I-ra.i'eﬂy or not 2nthort
peform SWOT Qvalysis and Sam ntemal & exiomal environment-

Step2:- Obyedtives of individvals 4 - should match - [t is only possible ifboth
Shaxe the Shared Vision . Top mqml' heeds to moblivate members amd
dcdions °b' mgmt must show their Intembion of hew mitabives deanly.

Srepzf— F\'nq\ly implement Chanjed shategy . the hew attitvde shovld not qllow
Jz‘.rm o .C\:'P bak v dd thinking . The Chcwﬂe process Shovld be l"egulanlp
monitered £ teviewed & any dfscnpemcr be bvou?bt fo nohce of e

Pexso‘n Concenvied-

KURT LEWIN'S MOLEL OF CHANGE.
To make Changea (ast Ionger £ movin3 organisa.!-:‘on J-rom wirent to futvre -

i) Unf_rCez?ng Stfvation = [} is process of breah‘nj down old attitude & behaviour

fo'r a clear stont by doin3 medr‘ng.s ; Qnnovncem enk
a“"‘jﬁ Shovld net tame as Luprise b Individvads anol

+hus 3t prepares them qbout neccusibo Jor ohanjc-

(D) §haﬁi‘pq to new gituakion - Atter unjteez.:'ng . the membes are ready for
Change so behaviour paltenn be redefined az
f)w e kellman
* Compliance - Reward for good work ;punishment for Bad work can
make Chanje Zn behawniour-
* [dentification - Members are asked to Ideml-iby role models Whose

bewaviour 'Hrw? wavld like fo adopt 4 try &t
¢ Dntennalisation - [ntennal Chanjfng of ndvidvalls +’noughl— process by

givi jrcedom kb learn € adopt hew be haviour:
_EAII By CA Amit Sharma 7/ AE—
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(iii) Eeﬂeezing = To make new behaviovr ,new way ob life . Changes must be
Continvously reinjorced Se that this new dcquired behaviovr
doesnot extinguish -

Chafﬂe s @ conkinvovs process , So this cycle of Unfreeze - change - refreeze

ke eps on rePe ad'a'ng .

How D0E€S LIGITAL TRANS FORMATION WORK
-Oiga’fal Transjomah‘on is use efy technology to develop fresh . improved 3004& or
Senvices: Sivce ét requires a 1ot of chanJu S0 Chav-je mqmt ames inbo the
picivre to tacke obstacles 2v implementing digital trans formation by and it
Consists o} 4 bogic elements -
* Define goals £ obredives of transformation.
* Assess cmemt stale of orgam'.Squ £ j—{nd gaps-
o (reate rOdea,p showing Sl'eps to reach desired 80@&

o Implement § manage charge at evenyp level:

Fz'haﬂjo fhe chanje mauagmwt am help the ogqnisah'on bo -
(i) Spcciha geals and pqramd'er ot— -Ol'giln.! 'I'rqns‘fvrmaﬁon

(i) obelenmine Wwhich fools need to be modifed -

(i) Make plan to implement Iimprovement -

(w) Tnvolve Staff members invelved in transformati on.

(V) Track progress and wake required course correclion:

CHANGE MANAGEMENT STRATEGIES FoR DigITAL TRANSFORMATION
Cummi-lp there ave chanﬁe& in technology ., Sudden new Market opportunilies,
C.ha.ngu m wshhmer preberwe- So J-irm must be able b mamye 6han-9e¢ .CMOoi-hlr-

Best & pmdn'ce; Jw managiwg ChquJe, v small ¢ medivm Sized pusiness are -

e
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|Ci) Bﬁéna.l' the TOE - The CICCeP'Hbilii}a ob— chanje shovld .Sl‘ml:W Top deve -

A J—oaused sunzted Ieader.sbip Jhat is On Same page abovt
CD"SJ‘U{'UYG is rebqed‘ed in chanﬁe-

(i) Ensure Chcmje is both - [or dijih! fmnsJ-ormchh , the orjqwi.cah'on Shovld

NEccessary 4 desired ensure that 3t has proper Shrategy 2w place becavse
too much and too Jast wil be an (ssve 2n fulvre -

(i) Reduce -Ol'sruEHm = (What will be +he affer- Sfeds of chanje and employes§
Perce.ph‘on about it d’:bk"”-’ rank wise or dept wise So 3t

dam Creale Coan;’ds/ dl:sruPir‘on - But cam be handled by :-
* Getting word out conly & be veadp for interuplion .
* Give membexs detailed I:uowledje £ joals 'Iudnanje
* (reate an emvironment thet emcovrages thange
* Empower the agenis ofy change (like teaw leads / project managers)
* Ensure IT- dept 25 (nformed Of Chqnje.s 2n Techn: or Tnjra £ ready-

Iiv) éncourqgc Communication - (vorkers mig’n’r hawve qUon‘es or complaints . So

Create channels Wwhere 'Hney can raise |Ssveg -
Ehocum?e_ dept Collaboration to propagate 2deas
as CommvncCates Pm‘mo}es eW’u’wcy and has power
to infivence coltvre-

) Rem3nise Change I's norm - Befrﬁ ready j'or dnamge, means Conkinvously tespond
and not the exception 1o changes in Such a wap that minimises risk .
(reates qdvantaje . Sustain perfor mance - Business

must prepare _far chanje.a in advance.

__I/ By CA Amit Sharma 7/ AE—
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How To MANAGE CHANGE AURING -DIGITAL TRANSFORMATION
', Spec;by what are aims aund obrectives of d.l'c]a'h.l 'I'rqnsjurmah'on -

What are the obrechives that must be C{Cwmplfshpd 4 Eun]one Shouvld be on same
page and pursving +the same aim-

(i) govgmunicad'e Alwags = Communmiaate Obredives ofy da'g]!a.t transformakion and

how 'Phe)a wil) a.ﬂ-ed‘ Stakeholders , includ&‘rg anplgyecs,
Clients c_& ohher Parh‘es-

(i) Be ready for resistance - Changes brings resistamce and can be challenging for

people awd J’-a‘rm musk have q Strategy in place io
deal with registawce -

ICiv) lmE)emmL' Chaﬁe_: amduallp - Changu Shovld be implemml-cd One b)o one and

not- all at once tv avosd ove’:whumina. invid -
wzth tvo Mmuch Change at once-

(v) Offer Training £ Assisstance - for implementin Change . trainings abovt new

$\fsl'em . Sofffware most be givw-

IORGANISAT(ONAL FRAME WoRk

The Mclnsey Ts Model Is a tool that Qvalyses Lompany’s “orgam'sah‘ona} dw:?n'
[t shows how effectiveness can be achieved bp 2nterachion of Hard ¢ Soft

clements: All the Felememis are Znter-relaled and wodificahion i One element
has senies of chanyu on other elewemts fo mainhain balance.

NN 7 # By CA Amit Sharma 77
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Hard elements are:
Structure Strategy: What steps does the company
= : intend to take to address current and futures
ommunication
channels challenges?
Structure: How is work divided, how do
Strategy Systems different departments work and collaborate?
Conflict resolution Procedures for Systems: Whic h formal and informal
through missions information flow processes is the company's structure based
on?
Soft elements are:
Shared
Values Shared Values: What is the idea the
organization subscribes to? Is this idea
skills Style communicated credibly to others?
, Staff: This elements refers to employees
Workforce Transformational
engagement and jeadershipand open ~ d€velopment  and  relevant  processes,
diversity communication performances and feedback programs etc.
Staff Skill: What is the company’s base of skills and
: competencies?
Recruitment and
selection Style: This depicts the leadership style and

how it influences the strategic decisions of the
organization.

Hard €lements Controlled bp managesment direcHp -

J Sh'a!‘ea}o = direchon ab- OTSthsaHon . blve Prl‘v)t o lead dndushrp . to achieve core
Competency & Gmpelitive qdvqm‘aje

e Struckure - On bauis of) resovrces Quailable € deqvee ofy CENTRALISATION and

AECENTRALISATION -1t choose Qmoug variouvs 0f3anisqb'o'n Shrchre -

-'S'\{sfem = -Owelopmm+ o dail\a task . team + op exations o exewte 30015 and

obfechives in most effechive & effjucient mavner-

Sojyt Elements 3chned bja the culfvre are -

e Shared :- Core valves reb-\ecred in cultvre of orgqnisq)'ion § code oy ethics oy
Valves manajemmt-

. S-)Yle - J.eaduship Style avnd How 2t ijeds Sl-ra.f'egfc dedsion of offqnfsqh‘m-

. Si-qu e €mployecs / Talemted Pool ob reSources-

- Skills - core Competencies or key Skills of emplopecs:

__II By CA Amit Sharma 7/ AE—
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LIMITATIONS OF Fs MoLEL

. i I l
Ignores tmportance  WDoes not Cleanly Lt is more Stahc Misses gap 2n
efr external explain ovgawis: £ less [rlexible for donceptvalisation
envirenment effeckiveness decsion making 4 strategy exec:

ORGANISATION STRUCTURE

It is place where 2deas fjilter vp as well L
as down and wmervit ob 2deas carries more wu‘ghk +an sovrce qnd where the

Par{-idpah'on and chared objectives are valved wmore than exective order

]} there is c.hanje i Strategy . change v ogam'saﬁon Struedvre also required -
() Because Shuctvre dictates how policier § obfectives will be formed

(i) How resovrces Wwill be qllocared 10 Such obJechives eg - & orjaufsaﬂonaf
Strvcture s baged on 3w3rqp'hy [éke ICAT , resovices will be allocated acwdbgly.

There & no [jixed organisalion Struchure for one Strateqy becavse what is good for
ane Orgq'nisqﬁon may not suil other else W?‘b"d}’ wovld have used et fo
e Success pul: <evwihm3h Successful [rérms oy an gndusiry have similay Shructvre)

Chandler’s Strategy-Structure Relationship Vosious fattors Znflvence firm bot
birm doesnot respond to each a 2t
lead to chaos bu} i} ivm does and
Changu sShrodegy . Old orgavisation

become ineHetﬁvc like foo many
medn'ng, s oo many level ofy mqmb .
oo much fows on nterdept doubis .

New Strategy New Administrative
Is Formulated 'l problems emerge

to0 many Unachieved Objeckives-
I 7 # By CA Amit Sharma II#Q_
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Since chamge In strategy needs change zn ovgavisab'on struchvre foo put St Should
be noted tmat Chamae in oraqn- structure Cannot Mmake bad Strategy 3ood or make
bad P'roducbs Sell:

Can Orgavisational Structure Q@lso Znflvence Strateqy ? VYes, 3 a strategy require
massive OYgQﬂl‘th'onal chquge ; them 3t wovt' be onsidered and thvs here struchve

afpe ded Sf'l’aiegp-

Ol‘gqm'saﬁon Strodure s the Companpk ‘fmma_ﬂ Conbijwqh‘on °b' its 2ntemded role,
Procedure.: ) gwemmncc mechanzsm an‘horz"rp cf} decision Maﬁng Proce.u'
It is z'nb-luemed b}a J'ud'ors Such as aje & Size ob- orgam’sah'on-

SimpLe STRucTuRE
* For compam‘u offming Produds in Ohe 3e.oaraphfcal market or bollow into .cingle
bvsiness S'ha.l'egy- or 'zb- Co* :'mplemmis Focus .Cl'ra.tes)o

* Ownex s the wanager and mokes all decision- Sﬂ"ﬁ‘b' only acts as execotor

* [ithHe gPedajisa}fan . less formaﬁsah'on . Few rules . ownen involved in all
ddivihe - ditedt and j-reqvml- Communicalien

* New pmduds tntredvced Quickl}o in market and hdfs lo Create Competitive adv-
jar smal{ Co' relative to lquew covnberparts:

e But once 'I'he.y 3e,|- Compd-il-ive qdvcmi'aﬁe ” -I-huf bewome fol'g, and manp Probkm
(noreazes (2ke I'njn proce:sing load o Owher Cowm manager ,so 2t (s better o
abandom the Strvchre £ move o jumh‘omd Strucjure-

__II By CA Amit Sharma 7/ AE—
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FuncTioNAL Stpucturé
o (Jsed because ob- simp):‘cil)g and [ees Cost ,é} divides tasks by business
functions like (prod . sales , HR . marketing )

* Promotes sPec(a.usaHon ob- labovy . enwuragu %’u‘mqa . allows rap:‘d
decision makin? ., minimizeg need J'or elaborate cCombol System.

* Comsists of CEO, ov M ., [tmited Corporate sStapy and funchienal managers
fw each junction- Thep hetp Company overcome issves of simple Shructvre.

FUNCTIONAL

* Bot here blem is Communicahiony Qets
Pm 3 CEO

a.ﬂ-ectecﬂ . thus C€0 musk Co-ordingte ackions
ob- overnall business aoross tunoh'ovs-

* Fumehional strvcture may develop narrow

perspective . los:’ng nghb of Vission £ mission
S0 Company should go jvr Multi- Divisional . s sses s

Strudture -

DIVISIONAL STRUCTURE

* divisions cam beformed. on basis of -
Q) 8@,08!‘Qphic area. (i product/senvice @ customer (v process

* Funchonad ackivikes are Perjormed. both Cm‘i'rall)o 8 al each division

o Divisional Strvdlvre based on 3@03m’7hfc area. (s a.’:»ProPnhre j-ur [rivms whose
Shro.regies are fmmed to frit needs ofy customers in dify 8eo5rqphfc areas -

e
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Tt allows |ocad participation in decision mah'na 4impwved oordination in regien
eg - LcAaT:

o Divisional Structure based on predvcts is appropriate Jor frivms Who offer few
P'roalu:b g Senviceg Or P'rodvd's dib-b-ex subsi‘amifaﬂ)a . Ma:ror j‘ow: s on Prpduds
OY SenwiCes dand requires stlled management Control Eg Procor € Gamble-

o ivisioval Struchvre based on Customer s appropriate Jor [firm Who focws on the
difperemt types of wshmer and applicable when dib.bemnt Hypes of cusiomers
are provided different types of senvices- &g Banks - Airlenes-

o Wivisional Struckvre based on process (s same to b-um.{-:’ond strudure because the
ddhvities are orjanfSed 4ccord.in3 to way work is dove. Funckional dept
are not rmfons]ble for profyit but ivisional process dept qre-

AAVANTAGES OF DIVISIONAL STRUCTURE

(y Careey dewslop- Oppor'}unil}a jvr managers (b docal control of local sitvahons
) Competitive climate within ogqm'.mhbu v EmPloyee morale is higher
(W New Business or products added eauil)o (i) Accountabilily is clear.

DIS-ABVANTAGES OF LIVISIONAL STRUCTURE

o Costlp - as each division needs b—-.mch‘ona! Speda.h'sb‘

* Lvuplication of Senvices . Sty Per:onnd.

e el ﬁvalibq‘ed managers becavse divisional detign fofcu delejaﬁm ob-aol-hori{r.

e (erfain tegion / predvck rmy receive more J‘ows fhan oOthers and net Comsistent
ComPa'n)o wide P'rach‘ces-

__II By CA Amit Sharma /7 A
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MuLTT - DiIvisioNAL STRUCTURE
o M- jom Struckvre Is Co'mPosed of opemh'ng divisions Wwhere each diviszon
represents .cePeraJ'e business to whith responsibility for day -2 -day epemlion
is dcle&ated bp top Managememt'

* Fuvchoval dcpl- Jaced Prolole/m 2n Co-ordinating priorities among déferent
Pn:dvds - Casts were hot qllocated to 2udividval Produd' Se projit on 2ndividva)
P'mdud‘ Covldnt he_found'

a 'l‘op mqmt way Oven- envolved 2w short - term problem_s @ negleohed lon(, tenm

fSSUes-

o S0 mulli- divisiona) Strvdvre was formed -

() With dify; divisions & each division (epretenting dify business:

(iD €ath division had own (onctional hi‘&l‘aﬂd:}a.

() Divisioval Manegers handled day -2- day operations

v Swmall Corporate obbica detenming lonj term Sfrareﬁrr. direction of bz‘rm and exceruse
jiaandial Control over semi- avtonomous division

® So perfarmance o) each division covld be found out , comparison with the other
divisions could be done . allocate resovices |, managers ejj peor Pe.rjowning divisions
com Correck themselves-

* [n less diversed firms . Strantegte controls (i-e operatinal vndersfamm? by corporafe
oﬁicm °b Sl'rategie: beirg Emplwmi’e&) are used fo manage divisions amd when
divw}b-q‘caﬁon increasge . ﬁnqnaw ¢conho)s qgre vsed to manage divisions-
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STRATEGIC BUSINESS ONIT (SBU)

-?roupa‘na ob Felated busivess Which (s releant / a.PproPria.te juf aompasife
Or Combined planning treatement - Hexe entitp ha.m'ng multiple businesses
3"00[?5 its business 2nto \fe.w distinet business Unifs in Stienti fic way -

e [he owl)' Qazm is t Prorz'de eﬁed-ive si'mtegrc, Plﬂﬂm'rg treatement fo each
Produds / busivess

Most z'\mF characteristics ob— SBU -
(i angle business or combinakion of muliple busives whith offer Scape J‘ur +He

Planm'ha £ arve d‘“ s jrom rect ob— oraam':a.h‘on.

() Has o5 own set of CamPeJ:l'hm
dii) quajex is yupons'nble jor .shrat'egrc Planning £ P'roj-if’ puﬁmqm .

o er c.orPora.l‘e Office 13 rexpomible \fpr Jumulqh'w? & l'mp)cmwﬁng Overall
COrPoml‘e Sl-rat'ewg £ mamje SBU - Seo 3t is |ike S‘l‘raJ'egfc business unite ae
avthority & regponsibility de.legah-ol to Semior exewhve who reporfs fo CEO.

[+ has 3 |ewels -
Corporate Head @varter ak top -
SBU at secwond lwel
Divisions at third level grouped by relaredness-

*So Pe-r_jurmance ob each division covid be J-wwd ouvt , comparixon with the other
divisions could be done . gllecate resovites + Managers ofy peor Pujoming divisions
cam Cotrect themse[ves:

__II By CA Amit Sharma /7 A
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e SBUs are vnof related to ecah other but within a SBU qll divisions aure
reloted fo cach other- Lach SBU & a pfobc'f centre conirelled b)o covporale
head quariner J’or s{'rareafc deusions onlp.

* Some Bemfréts of SBY Stvdvure -
(1) Samhb-ac method of 3roupzn3 a mulk business corporatfon

I?U Improvement over ﬁr‘ovpmj on pasis of fmhgg

i) Sadr SBU receive dalab-exem!' trealewient j‘rom other SBY bvt alt Produds in one
SBU recuve Same freatement:

1w Unvrelated products are :efpe/rared, éb— +h07 com be jormecﬂ paxt oy any SBU oy

any créteria fnem its dove else new SBU (s made-

I €ach SBU has se.pwate Cempelifor , C€0 . Manager , Sepemfe Business.

* A Question avises al corporate level as o whether have related setb of
SBY or unrelated set ofy SBU and How fo relate 22

(i) SBus mifrht build on similar technologa‘e.s or all provéde similar sort of-
prodvct or Lenvices -

(i) SBUs m.‘ght be .cenvéng Stmilar oy déh—wwt market. €ven &y fec.hnolog)v
or prodvcks differ . 2% may be that Cushmers are Similay. €9 - wathing powder,
Undwrpe‘nm'@ J-vozem [rood ,margara‘ne prodvdfm Sold 'l'hmvjh retail Shove.

@i Or it may be that ofher Competemciesr on which Competitive qdvaﬂage of
da‘Wueml: SBUs dre bvilt hawve similanties.

l President
L T T T 1
Corporate Corporate Corporate Corporate C;T;?“te
Marketing R&D Plannin q Preduction Disarwia
.=
[ 1
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Firse ates

eeesss—— (A arma

MATRIX STRUCTURE

| Product | .
. Manager | | | Manufacturing ||
[ A |
| R Rttt et ] B
! Product ' ;
L Manager ‘ - Design Staff |- Mant.lsf?acftfurmg — Finance Staff
! B |
F__,T____l__,_ ________ o e e B gy e A b B el b s
I Product ;
L Manager ‘- Design Staff || Manusftaac'trurmg L Finance Staff
! c
[ ] Bttt Sttt et T,
! Product :
-: Manager ‘ L Design Staff Manusfgac;tfurmg L. Finance Staff
D

___________________________________________________

* Eunctional and Product fOfms ave CGmbined s:'mUIfaneOusly alk same
level °£T ogqn't.o:aﬁon and EJV’en)o emploree has fwo Superioy ~ one is
ProJect manager and ofner Is ]’-um.ﬁonaﬂ mMavager

* Theve are people from Peamanent departtments (produd-:‘m/markah'ng/emg)
Which ove femporanily franifered fo one or wmore projecks which ad as

division

* Itis most Gomplex °b all de&igw.s as tere are both hovézemrad 4 verh'cal
j—lows ob— cwl-hoﬁgo and ammunicehon- There is H:‘ghm ovenload as there
dare mave manageamemi' Pos&fons-

* Some characterishics ofy walvix Structure -

| 3 | I
Dual |ines ob- Shared Lual sovrces Jvad €xtemsive and
BUde‘ Auﬂ'lorf/lv Aufhorfiy ofrrewavd & rEPOf"l.l'ﬂ Cifechve Gommunicahion
pvnishment Chanmal Suctem needed

__II By CA Amit Sharma 7/ AE—
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* Some ad\raﬂfaau are -

(i) ProJed- obJe.d:ives are clear

() Man)o Channels of Communication

() It s used Wwhenm preduct . customer . tech , 3eoyrqph)g - funthional area. all
qre Si‘rq.tegicau}o e?uqll)o meorfamt'

(9 Itis mostly vseul when exioma) emvironment (tech § martet specialtp) are
Complex & Char:?ealole-

e Tt P'!odvce.s Co'nb-lfd's Around duties . cwfhorif}a avd retovice qllocalion- %—
the 8oq)s are vaque and {;echnolow poorly vmderstood @ Continvous batile

J‘w power betwean Produd £ jvmh‘oual manager exist-

o It is vsed wWhenm business wants to add new customers , Prodbds or tech: to
Mﬂge ob— ackivities and &t 3EVe: rse fo Produd' - b—umh‘onaﬂ- geogrqfahl‘caf
mwagexs eg ' 2n Covistruchion .healthcare - de.b-emse indvsh;w-

® Matrix is joum! n mjanisaﬁen oY Within SBU 3 following onditions exist:

() Ldeas need o be cross -fexh'lfsed Across profects of ProdvdS-

() Resources Are Scarce

(i) Abilities to process v focmation and te make decsions need fo be roved-
P sk app

Changing organizational design
Old Organizational Design New Organizational Design
#  One large corporation 4  Mini-business units and cooperative
relationships
#  Vertical communication ¢ Horizontal communication

-

Centralised top-down decision | ¢ Decentralised participative decision
making making
Vertical integration Qutsourcing & virtual organizations

Work/quality teams Autonomous work feams

Functional work teams Cross-functional work teams

Minimal training Extensive Training

* | o o o @
* & > o o

Specialised job design focused on Value-chain teem-focused job design

" “widual

NN 7 # By CA Amit Sharma 77 107
]/ € Fast Cost FM by AB Chapter - 05




& Implementation & Evaluation m
e A arma first attempt success tatorials

To Hevelop Matrax Structore Davis {i dawrance- have proposed 3 distivct Pha.ses &
(5> Cross Functional - Tcmpora?o Cress - 'j'unc.h’ona.l fouk forces are a'nih'a.U)a
Task Force Used when a new Produd- [Zne 15 be.t'nj introduced: A
propd manaﬁer Is 2n chanzye as the l;e)a horizovtal link

Ib Cross- buwch‘ma! 'l'qsk‘fotce.s becwowe more permanent,
the profect manager becomes a product or brand manager

and a Sewnd phase beyiws- Here bxmd-n'on is shl Pﬁmw‘l}a
O'raqm'sqh'ona! Strudhvre but product / brand managers Qet
as the (v rca_ra.tur_c of Semi- pumanent produdt or brand

L Product / Brand -

Manqa ement

It involves a Trve Lual - qumoﬁyo Structure - Both ;umb'onal

and Produd' Struclure are permanent: All eﬂnPloygc Ave
Connected fo bath vertical funchional Supexier and a horizontal
Produol' mana ger - Boin mangqers hawve €qual Dwinersty
and must work together. Bol this shvetvre has difjiclty in

l'mp]emnemiuhbh 4— trovble in lmnala.éng-

Idip Matvre Matrix -

NETWORK STRUCTURE
e Tt is an example o whotl covld be termed as non- structure blp thUSe business

J—Und'lo'ns as mam)a achivities are ovisourced- /
1-. Engineers .' ’

™~

[ Vendors |

] B fs “ Uér".uag or(?qnisa};on CDMPO.COd Ob" S"ies : Consultants |
ob- Pﬂ:yed grovps or Gollabombion [2nked by
now hievardaical , Cobweb -like nefwork -

( Key .

\ Partners o
. Managers |

o Most Ustelol whem envirenment ab b-lrm is unthable

and expected H remain so. 5
__// By CA Amit Sharma /7 SEE—
2/ €] Fast Cost FM by AB

Chapter - 05



Implementation & Evaluation
CA Amit Sharmo I

L L

* There is need for Buick response and so instead ofy salarfed employees , the

2rm 3;!’ into Contract with People ‘jor SPea‘b\'c ProJed or fime- Long texrm Cowtract
With supplfwrs ¢ dishibulers Yeplaces Senvices Co: Could Pwvfde J‘or e‘i-_ce,m. 4"’"""{7"!
venhical inhﬂrah'on-

- I Provédu orgawisation with increased b‘lexibili?a and adapﬁbiliyp to cope with
raPa'd fednnologa'cal cha»ye and Shlb'hrﬂ palterns of infernationa? frade and
Compd'i’n‘orr It also allows co: to j‘ow.c on its dishinchive Gmpelencies while
ga.lherig qﬂ-fu'QMCu J'rvm other b—lrms who are expert in their tespective J-.ud-

s .O:‘sqdvantaga o Network Strvdure -

[y Numerous pariners \fnr ou}:oum‘na can be a trovble as Company can miss ovt any
bemibi'.f ob- Syneray.

(D) [b. birm Overspe aalises en!}o on bew b—omh‘ons ere is risk of choosinj “"""g
fonctions and bemmirg hev Compekifive -

(i) Comivacted ﬁlmployees map J-ed less mohvabed and fack (evel ofy Confridemce neawaya
1o participate activelp.

o The orgqm'SQh'on 2% in effect Only a Shell with a Small headclqmters qoh‘n? aé
broker, elecfrom‘call)a connect to some <ompletel)p owned divisions ,padz‘aﬂp
Owned Subsidianies and other independent ovgani sakion

Hougg LASS STRUCTURE

wide at tep
o I'nbo tech and communicalion have ngn'ubz'(qmﬂ}: aAltered the b—unch‘omy
narrew oi- oraanisaﬁom and ftole P]a)oed by miéddle level mamgmmt s
at

middic dimim‘ﬁhing- And their fasks are replaced by Téchnologicd touls-

e
wide at bottom

S /7 By CA Amit Sharma 77 g_
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* Tt cowsists ofr Blayers avnd widdle Iayer is Conskricted becavse top £ lower
level are (inked b)? 2nfo fech- The middle level hnanaaers are 6mw¢u'st and also
Perjorm wide Var:'cl-)a of fasks:

. Advantqgcs are - Redvced cost . Simpli b-z‘ed dedision makz’n; as decision maﬁ%
ao-lhoréi)o is Shifted more Close to Source ob- énjyo-

a aa-isaa\vantages are - Promotzon oPqul-vnz'h’es fur lower level diminishes St‘gnib—imtl}a,
Jack of Dnterest as molivation level is less but b cam be selved
bj’ assigm'n& Chqllemga‘ng tasks , hauin3 proper reward system-

-Q&(FAEI SATION CULTURE

GVen)a orgqnfsqh‘on has its own unique culture , own Ph'd.coPlfﬂa and prenciples , 11s
Own hu’sfor)g . valves awd ritvals . e¥s own ways of a.Pproqc.h‘nrg ProbIeMS and
mcuq‘ug decisions . 2ts oww Work Climate or environment rejfers to Corparate cultvre-

GWHERE LHOES CORPORATE CULTURE COME FROM

(i) Ttis Manifested Zn values and business pranciples that management preaches
and pracices , én its ethical Shandards and ?ﬁ.'a‘a.l policies . 2n its stakehalder
Yelakionship +in the tradilion 2t maintains , 2n its supenvisorp prachices. . in

peer pressure tat exist

i) Al sociological J'orces . Some of whith operate quite subtly . combine fo dejine an
orgqvﬁsqkionls wltvre ., bdieb-s and Prach‘ces Hhat become embedded in cok
Culture can orginate anjawhue

__/I By CA Amit Sharma 7/ AE—
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(i) I com on?z'nate anjawhere -
-jrarn one £nb—luem-h’a£ mdividval . WOrkgmuP 3 dept oy division

° J“’m e bottom ob' ogaw’;‘qﬁow h!‘erw'lohy or the top-

Iqw A sic[néj-icamt part of a cempanp’ culture emerges from sfores that 3:1- tuid
over and over Glgain to ihyustrate to newcomers the ‘mpor fance o) certain valve

and bdieb- and ways of aperaﬁrg-

CULTURE 15 AlLLY OB OBSTACLE To STRATEGY EXECUTION
Culture is either important cowtribotor or an ebstacle i:Jo Successfjul strategy exec:
° The belief - vision . objectives 4 business approaches ¢ practices underpinning a.
Co's S{‘rdeay m::t}a or mq/p not be dompq.l-iblc Wwath its Culture -

(When {-he)o are compatible , the coliure bewmes q valvable a,u] (n Strategy

l'mplememtah'on and execution
When wlture is en Ctmb-ll'ct‘ with Some GISPect‘ ob Campqny's .Ch'a.l‘egy e culivre

bewmes a s}umbling block that i'mpedu Succusbul shuregy 2mplementation
& execution:

GOHAT |S RoLE OF CULTURE In STEHT&?V EXECUTION
e Strong wlture P‘mmoi‘es Sl'mtegy execution ib- +here is q J‘e:l- and impedes
exeahon éb— no fét:

i l} orgam‘sah‘on has came wlivre Qs needed J’ov 30001 strategy execution , &t
enmffes peeple 2n enhre Cor o werk in suPPort of .ﬁfa.l‘ee)g hence addinj ™ore
Powe.r to Shra.tegy exewhien (e9 Wheter OIBQm'sa.b'en hat cwlture o kee,?c'?
wagtes low, oP’n‘mum vhivsalion So it s beat Jur low - Cost shqhegp or
:.'b- colbure is [isteming fo cstomers & Sni‘nj employ ees h:'sh deqree dedsion

' mq;E hﬂs execuﬁnz s(-mnqr QI ziving Svpexioy valve fo cusromer
s /7 By CA Amit Sharma #7 I
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* A shrong. strategy Supportsve cultvre -

—*Sha.Pes mood - temperament and motivates w“"{f“‘i& and thus Posiﬁml/o
awecb‘ng organfsa.h‘on's eneg p-

— Nourtures people to do -HquJ'ob in wajo +that helps in effective execwtion of the
Si'rakegp and Pramol‘e.s 2demtifrication of employee with Gompany’s vision ,target-

* All ‘f'hueﬁmu}a make employees J‘eel happy and better abeut their fobs &
work emvironment dand do their Job with enthusiam {o brinj Shrategy to function -

ﬁe_gus// PROBLEMS OF STRATEGY - CULTURE CONFLICT

E Ib-culh:re doesnot match with What is needed Jor si-ral-egy execotion - the
Culture has to be Chanaed. as ra.Pz'dty ds Cam be mqnqged. . dssuming thal the
Si'l'aiema s Correct and issve is with Cullure-

* While CoTtecking Strategp - cltvre Confick / strakegp is Sometimes revamped
to Produce wiral fit or rWamPa'ng mismalched cultoral \feature; 2 make ét
Strateqy |jit-

* A Si2qble § prolonged S{'rakg)o - culivure conplict Wweakens and may even defeat
manqgexa'aﬂ. efforts to make strategp work-

* The more emtremched (Si'vbbom) mismatched aspects ob—wliure , e 3mder the

dib-b-icull)l ab- z‘mlemHng new or dlhwmt Si'rateaia-

S'l"mtegp makers r‘espons'ubilil')a Is to Select - Sﬁateg)o C’Ompd"lble with He
Undaarﬂeqblc Parts of preudlina corPora}e lture-

And it is straregp Zmplememters fask , once strakegy is choosen then cam chamge
anp faces of corporate clivre for effedive execotion

__// By CA Amit Sharma 7/ AE—
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FAST

CHAN?INS& A PROBLEM CULTURE
. Changing Comparys Cultvre J’of si'mkcgy execytion &s -hougheat manqgement
task becawse people Cling mol'ionclll)o o old valves & habits amd, it takes
peried of fime 1o replace Unhealthy culture with healtvy ones:

* Farst SI_?Jp b o(‘)t'dgnose Wwhich quk' ab- pfexent culture .cupperi; S'I'ra.l'egy & which not-
. -.‘\.lf.’.‘i' da Manqger:s ik Opeml)a fo all concerned, aboyt those cupeds ob- wlore
+that have to be changed . fullowed b/a ackions fo modib-y wlvre:

¢ Process - Eevisin3 Policies and Procedures which help cylivral change.

Altening jncemtive c.ompehsctﬁvc to reward desired Cultvral behaxiour-
Va‘s'nbly Praising. and r‘ecagnm‘n? people who dn‘.splq)a new @wltvral fraits ,
hire!ng new employce.s - Who can Senve as vole model for desired wlivral
behaviour and repladng ke]a execuHves who are Assossiated with o)d cullvre.

e Sincexe :SVstained ommitment by C€0 I-hrocgh both words ¢ deed . neither

Charzsma. nor Permmd? rnagneh‘svm (s essemhal

’ Bz‘gger e olgam‘sah‘on and, ﬂt‘ea.ttr the wltvrql shept heeded to ProdUCe a
olture - Si‘rategyjé{‘ , the |0naer it takes |zke 2-5 Years

e So itis i'oughu' fo reslmPe cultvre not Sl'raj'eg)g SUPPOFHVE «P,,m it is b 2nstzl|
a .Si'ni‘egp- SVPPorHVe wlture ‘(mm scratch 2n a brand- new Urgam'sqﬁom

. Ib- excessiv.e\j-ocus on hard manaamlonb will rezult v |2near improvement

2n Pexjormance amd, éb— b—oous is on Sojyt Side Pe{fmmance com improve
exponantiqlljo and proper balance belween hard & soft mcimt is required-

113

————— By CA Amit Sharma £/
)/ € Fast Cost FM by AB Chapter - 05



& Implementation & Evaluation FA .5 T
meess—— A arma Firss attempt suceess tatorlals

ST IC_LEAJERSHIP
A'..mq as Sl-ra.te&a'c leader has to p)ay many leadership roles

! : . cheib- enterprenver- « Cheify administrator.  « Cylture builder-

- < ° Resource acquirer- * capabilities builder. - process f'nhgm)w.
a&&» - (risis manager: Pol:’cy moker- * Head chieerleadenr.
o . vismnavg. . Nego}iafpr- * Motivator-

Si'rdegz:c. leader is ¢hange agent to Znitiate S{-ra.tegfc. cha.nges in erganisation
and ensure that chqnge.s svccessful cmplemented: For the mast pawt , magor
Change efforts have to be 'EJP— Down and. Vision Oriven

.quqgea:s hawe b.ivc leadership roles to play 2n pu:hing, for 3ood Strategy exec -

w S‘l'a\fa'na on Top of whak is lnaﬂ)ening i moni'l'orz‘ng progress ,dfscovem'vg ISsves

and lea.rlm'r? what obstacdes IQ)a in path of 9ood execution.

(D) Promotz‘na, a witvre and espirit de Corps that mobilises and emevgizes the

organisational members fo execute S’rrateLw-

(W] k&e?z'ng e organisakion vesponsive to changéng. conditions . alert for new oppor

v chezrdsing ethics (eadership and J'oousinj that co: Gonduds éfs affaics like @
model corporate cutizen:

\ Pu.chu'r? correchive qdions to dmprove Sivategy execution § overall Shrategic perform.

A Si-ra.tegz‘c leader has sewveral resPons't bilihes ,inctud.inj fhe bollowing -
‘ Mdh‘ng_ Si-ra,l'egic JDecisions

. Formula,l-ing Policiez ¢ Qckion plans to implement Strajegic decision-

° €nsurs effeckive Cowmunication in ogan:‘sah‘on-

. MGMg}na Human Ca?éfaj_ & Mamtgz’.na. Change in o:ganisd-l‘on-

. Crra.tina é Su.sinim‘ng Sh‘bng Corporate Colvre & lm'gh peffermance oven time.
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TRANSFORMATIONAL LEAJERSHIP STYLE
o [t uses charisma £ emthusiasm fo ingpire people to work for good of co-

* It map be appropriate
in turbulamt env in industries at shart in poorly pexforming organ:
or emd of their lib-:a.{c[g Wheye there is Nexd fo inspire o
e Such leadexship mofivates tfollowt’.rs fo do more than oﬁgina.U)a qurmed bp incmasi?
their <elf- confidence and offers excitement , vision . personal sah'sfackion.
. The‘)’ inSPi\'Q involvement in a mission 31v;n3 ;fonowe.rs a dream er vision ob-q hl'gbu

Cq.\la'ng Lo as 1o elicit more -dramahc Changes in Orgqm'.cd-l'onqﬁ Pexfurmqnce.

TRANSACTIONAL LE€AdERSHIP STYLE
- I+ jowses on daigning syslum and Con‘l'rblling arngisqﬁon's GIdiv':l)a and thus
associated Wweth improv‘mg_ rrent sitvahen:

* It trie o build on exisi-ing cwlture & enhance Cutrent prachices-

* Uses a.uPnoril'y ob ibs ah-ice. o exchanje rewards Such as pay and stalus

° A J'-ormcdu's.ed approach to motivate . caive reward or pematty-

o [+ may be apprepriate -
(n static or Settled In growing or the In Orgaisations tnat
environment madvred l'ﬂdusi'?o dre Pdd'orm:'vg welld -

& € €O oL
& Contmllz‘na 2s a b—unch‘on intemded to ensure and make Possible. the Perjatmanae. ob-
qunned achivities dnd. fo achieve Pre-det-ermined 3041: cﬁ results.

o I} includes -
Monitorina ad“ivii]o ——r hnetuurin? resvits aﬁainst Pre-es’rablished Standands,
analysing ¢ correcking deviations* Tt makes @rganisation Gentinvously leann from

2 i its capability fo Cope Up with demand:
S /7 By CA Amit Sharma Iland L imprere ebiliy i g_
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o The process ob- contro] has J-onowing elements -

Q) ObJedive § Charackeristics ab. the system which Could be eycrqﬁenaused into
measurable § Contraliable Stamdards -

I({i) Mechanism J’“" Moh'nivring 4 mamvring Charackeristics of system-

(i) A mechanism -

- for Oomfaara:na, acval vesvlts with reference fo standards-

= For dd‘erﬁng deviations J‘rom Stand ards:

— For |9¢Umz'113 hew I'nsights-

(v There are three types of ovganisation control -

~ Operational = Management — Strategic
Contyo| Control Conbwo)

OPERATIONAL CONTROL
* Main jows is on (ndividval Tasks as aga'mst qjyrejat man?’mmt b—vnd‘ions-
33 - purthmiug inwnfmy v/; (nvm{'o?a management:
* There chould be clear cot & (ittle bil meagurable relakionship betwean the
* Inputs 4 outputs which covld be estimated
" MamJa °|J' Contro| sqs’mm in organi.cal-ion are opaa.ﬁonaj. & mechanistic:
* Here conho| achivities consits of reaulaﬁng, processes within Cerfain tolerance
ifrespeckive of efjedts of extemal Conditions on fermulated Skandards /plans
& Gxamlple - Stok / &H’\a/ Pradvcb‘ou /cosl- / Budjdﬂ? contro|-

MANAGEMENT CONTROL
e More Inclusive £ Aggregative Hhan operational Control tort embrac}ng the
fn‘l:egra.ted achvities of a Complete dept /divis'mn / entire o;:jqnisqb'ow- The
basic purpose is b achiove Short term - longierm goals in effective and
Cftidient manner-
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Implementation & Evaluation ;
CA Amit Sharmo I

Managmmb control is +he process b}a which manager dssures, Fetources Qre obtained
and used sb‘ed-ivd,o § efficientlp to fulfill obrectives o organi sakion

STRATG?IC CONTROL

. Il'jocuses on - Wwhether Strategp l'mp\ememfrd a4 per plan and .

odesived results produced (o}o Strategyp or not -

* There are gop between ctrateqy formvlation & implementakidw and sirategy
l'niahl' 3:1' qﬁeded dve fo Changu in Internal ¢ €xtemal environmenmt -
050 S*‘mtegic contro] is process of emtluah‘ng shrategy as it is J'ermulai'ed
and e‘.mP|emeni:ed and jowses on l‘demﬁby'ma_ Prablem and ma.lainaz rutuin:d
heccessau}a chqngea-

Types OF STRATEGIC CONTROL
PREMISE CONTROL

fvenp Si'ral‘ejes fs jurMed on the basis of Certain Premises /assurnph'om abovt the
domplex & turbulant environment and 'HneAf may not remain valid over period oy
time- Premise control (s thus s\fswmah'c & continvous monifor?ng oy emvironment:
to Venifrp valfdii‘a 4 acvracy of premises on which SWejy is build amd &t
Invelves monifoﬁn& & types oy Factors ‘-

« Envirenmental fadors (‘economic /soual/ legal ekc)

* ndustry Facjors (compeitors , suppliers , substitures)

No need fojocus on all premises . only fows on premises which will change and
wevld se)fcnly; qfred- b-unw‘oninj ob— agqni.sqb‘en-

STRATEGIC SURVEILLANCE
[t is Unfocussed and Znvolves jemuuﬂ mon'nhore'ng of vaniovs Saurce o énfo 4o un -
Cover unanticipated Znjo: qﬁ-ecﬁna argqnisdfon shrai'egy. eg - read-'njs newspaper,
't “gazines - attemding meeh'hz-
S /7 By CA Amit Sharma #7
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& Implementation & Evaluation m
—— A arma first attempt success tatorials

SPECIAL ALERT CONTROL

Sometimes due to unexpected evemis [2ke %evl- c.hange - halvra) Ca-lamity p
merger by competifer el immediate review o) shaategy is Yequired: To cope up
Wik Such evenfvalities , argqnisqﬁam Jarm chisis meQJe/memt' feams to handle
Sitvakion:

[MPLemenTATION ConrReL
[t is directed towards assessing need for Chﬂmgu in overall Sl'mfeg)a in
lz‘ght o unb-oldn‘ng ewents and resvits assocated with mcremenial Steps and
achions put it i's not replqcmmb °b' GPMaHonq,! contro)- Two bauic forms Qre ‘-

| l
Monstoring Strategic Thrust Milestones Rewses

Helps managers o decide ify overall Al I:e)a achivities neccessan to implement
Strategy s Pragressind ax planned S\'ratecdy dre Seqre 3a.ted n terms of
or anr read{vs"mmt required - time , event or mayor resource qllocation

dnd involves Complete re-assess ob-.‘-‘lmfeg)c.

Strategic Surveillan

Premise Control >

Special Alert Control

Implementation Control

Strategy Implementation
Time 1 Time 2 Time 3

SRR 148 | 4
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FA 5 T Implementation & Evaluation

CA Amit Sharmo I

i< v

SPM iz @ method that increase: Undustanding of Oiaqnisa}-hmk Sfmk?ic 3«!& by [2ne

m::nagm and qﬁu: Confinuoys .ﬂ{sfem ‘fw 'Had:u? Pmﬂre.gs towards these olyech've.s
Using Clear cut Pedurmance meagure-

The}a are tre kep (ndicaton that organisation Use fo frack effectiveness of their
S‘l‘ra.i‘ejz‘es and make a:nb-ormed decision about resevrce allocaton: It me‘de.s a
Sha.p'-hol: ob- orauw'.cab'arfs performance so that neccmar)a ad5ushwwb Cam be made o

improve the performance iy needed: The.Y need fo be Creabed .seleded 4 Combined
inform of feports Seo that implemeniation cam have ouftomes.

Ft'rsﬂg Clear cause % effect reiaﬁemhip between indicaters £ .sh'am?rc svftomes.
Sewndly kp)s be chosen Carejully a4 they afpect behaviour of people Zn organisation

T\Pe OF STRATEGIC PERFORMANCE MEASURE
Fznanciat - Ee) / .s‘-ale.s/ Probii- Showiba b-.‘nana‘a? Pet:formqnce and qb‘lh‘ty fo J&nuut-c
propit
Customer Sahisfaction - Cushomer Retention |, Lalisfachon , loya.lvl showing ab'lliy P meet
Customers vieeds ¢ previding high @uallly preducts
Market - Market share . customer acquisition . cusiomer refferal showing the férms
Cowpetetiveness in market place {} ability to attract cuslomer-
Employ“ - émﬁoyce .S'aJi.ffqd-;‘on , Tomover rake , emp]oyec eml?qgemem{; Sbowinj the

orjqnisah'on'.s qb';)'ii'y fo attvact and rekain talemted employees dnd create
Pos‘th've work environment:

Innovation - Péo |, quem’f application , New Produc} lavnch .Chowl'ng orjdm'sah'on.'s
db‘nlif}a fo innovate and create new Prodvds a4 per Cushomers needs-
Envirenmental - Ehexsy Con.iumph'on , waste redvchion ,carbeon emission .fhowina_

oraqni,sab‘em impqd on environment qud ifs eﬁorb fo oPerah {7
‘ainable manner-
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& Implementation & Evaluation Z 4 i
— CA arma T

I™MpoRrTANCE OF SPM

| l
oAl ALLIGNMENT  RESOURCE ALLOCATION  CONTINUOUS IMROV EXTERNAL
ACCOUNTABILLITY

allign shategies Find which aveas haw  SPm provides framewsrk SPm helps pirm
with goals 4 object  Greatest impact on the Jor continvous Imprev- P accambabity
paformance , allocete by keeping track of ihe 1o Bt | govt.
resources fo ‘them: pragress and make the Fegolatery bodies b
ddj‘ustmemi' o (mpi Prwidl'ng Clearpictvre
66- their pexformance .

@Uu  How to choose Ria)-l: SPM-
Choose such SPm tnat a.)liﬂru with 80::.!; & ochdive; Of fritm and previde
felevant adhonable info - Consider Jellowing facors -

* Relevance - measvre be relevant [o orgawsations goals 4 obpectives -

* Jakaq Availqb‘lli!}o - measvre be based on daka l"eqcl}lr available -

* Jara Quality - meqsure be based om H:’gh ﬂuaﬁf}o . veliable & accurate data-

* dakr Timeliness - Daka shovld be Corrent - vpjo dake and enable the

Organ;.cqh'on o make an-ormed decisions 2n 'h'melr Manner-
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