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Chapter 1 - Introduction to Strategic Management

Part | : Descriptive Questions
Concept of Strategy

Q3.

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

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

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

There can be significant deviations between what was visualized and what actually happens.

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

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

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

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

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

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

Crafting strategy combines proactive plans with adaptations to changing circumstances. This aspect can be accomplished by
Yummy Foods.
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One of the very crucial importance of strategic management was used by the business consultant to help the owners of
Kamal Sweets Corner. Which one could it be? Also, was this strategy Reactive or Proactive? According to you who are more
beneficial in general parlance?

(MTP2, May 2021, 5 marks)

The strategy used here was of developing a competitive advantage via product which helped Kamal Sweets Corner regain
their lost business. This is also one of the major importance cum advantage of strategic management, that it helps to develop
core competencies and competitive advantages to overcome competition.

This strategy was a Reactive strategy. Wherein, the owners saw their business fall to 50% of revenue and then sought a
strategic advisory. They did not plan proactively as to when the new shops were already opening. They reacted only when the
business started to lose up.

Generally, it is always beneficial to develop strategies proactively, so that the dip in businesses is small and manageable, and
even if they are huge, the management has ample time to fix it.

Q4.

ALBEL’A‘ ‘Foods ,'an,d ‘JustBE"Foods are su'cCéss,fuley' éompeting chain of restaurants in India. ALBELA" s are known for their
innovative approach, which has resulted in good revenues. On the other hand, JustBE is slow in responding to environmental
change. The initial stages of Covid-19 'pandemic ‘and'the ‘ensuring strict lockdown had an adverse impact on both the
companies. Realizing its severity and ‘future consequences. ALBELA, foods immediately chalked out its post lockdown
strategies, which include initiatives like: : :

'(éy)’COnftaCt!eS’S d;’hn;ng’;{:,,‘ -

(b) New category of foods in the menu for boosting immunity

(c) Improving safety measures and hygiene standards :

(d) Introducing online food delivery app i

Seeing the positive buzﬁz’"a'ryouhd”the‘se measures taken by ALBELA Food, JustBE Foods also thinks to introduce these
measures. e - o

(i) Identify the strategic approach taken by 'ALBELA' Foods and 'JustBE' Foods.

(ii) Discuss these strategic: approach. ' S

(iii) Which strategic approach is better and why?

(SA July 2021, 5marks)

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

(i)
® Proactive strategy is planned strategy. While continuing with the previously initiated business approaches that are
working well, the newly launched managerial initiatives aim to strengthen the company's overall position and
performance. These are outcomes of management's analysis and strategic thinking about the company's situation
and its conclusions about the positioning of the company in the marketplace. If done well, it helps the company to
effectively compete for buyer patronage.

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

(iiiy In reference to the given case, proactive strategy seems 1o be better because ALBELA foods had been able 1o utilise
available opportunities, reduce adverse impact, enhance the demand for product and is also able to avail the first mover
advantage.

Strategic Management
Q5.

Define St
(RTP, May 201

The term ‘strategic management’ refers to the managerial process of developing a strategic vision, setting objectives, crafting
a strategy, implementing and evaluating the strategy, and initiating corrective adjustments where deemed appropriate.
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Q6. The presence of strategic. management cannot counter all hindrances and aiways achieve success for an orgamsatton What
are the limitations attached to strategic management?
(RTR, May 2018, NA) (MTP1, May 2019, 5 Marks) (MTP2, May 2021, 5 Marks) (MTP1, May 2022 5 Marks) (MTP2 May
2022, 5 Marks)
OR
Define Strategic Management. Also discuss the limitations of Strategic Management. ,
.(SA May 2018, 5 Marks) (RTP. May 2021, NA) (RTP; Nov 2021, NA) (MTP1 Nov 2022.5 Marks) (MTP2 Nov 2023 5 Mar,
OR
Are there any limitations attached to strategic management in organizations? Dlscuss i
(RTP, May 2019, NA) (MTP1, May 2020, 5 Marks) (MTP2, Nov 2022, § Marks) (ICAI Study Materlal)
OR :
‘Strategic Management is not a panacea for all the corporate ills, it has its own pltfalls which can’t counter all hlndrances and
always achieve success’. Do you agree with this statement? DISCUSS . ; , :
(SA, May 2019, 5 Marks) '
"The strategm management cannot counter all hmdrances and always achieve success for an orgamzatlon Do you agree with
this statement? Give arguments in support of your answer. :
(SA, Nov 2022, 5 Marks) (RTP, Nov 2023, NA)
The term ‘strategic management’ refers to the managerial process of developing a strategic vision, setting objectives, crafting
a strategy, implementing and evaluating the strategy, and initiating corrective adjustments where deemed appropriate.
The presence of strategic management cannot counter all hindrances and always achieve success as there are limitations
attached to strategic management. These can be explained in the following lines:

o  Environment is highly complex and turbulent: It is difficult to understand the complex environment and exactly pinpoint
how it will shape-up in future. The organisational estimate about its future shape may awfully go wrong and jeopardise
all strategic plans. The environment affects as the organisation has to deal with suppliers, customers, governments and
other external factors.

] a lement time-cons sess: Organisations spend a lot of time in preparing, communicating
the strategxes that may |mpede dally operatlons and negatlvely impact the routine business.

e Sirategic Management is a costly process: Strategic management adds a lot.of expenses to an organization. Expert
strategic planners need to be engaged, efforts are made for analysis of external and internal environments, devise
strategies and properly implement. These can be really costly for organisations with limited resources particularly when
small and medium organisation create strategies to compete.

e  Uncertainty: In a competitive scenario, where all organisations are trying to move strategically, it is difficult to clearly
estimate the competitive responses to the strategies.

Q7. Briefly explain the importance of strategic management:

(MTP1, May 2018 5 marks) (RTP, Nov 2018 NA) (MTP2 Nov. 2018 5 marks)
"Each organization must build its competitive advantage keepmg in'mind the busmess warfare Thls canbe done by followmg

- | the process of strategic management”. Considering its statement, explain major beneﬂts of strateglc management
"1 (SA, Dec 2021, 5 Marks) (RTP, Nov:2022, NA) : :

. <+ OR
What benefits accrue by following a strategic approach to managing?
(RTE, Nov 2018, NA) (MTP1, Nov 2020, 5 Marks) (RTP, May 2023, NA)
OR

Strategic management helps an organization to work through changes in envnronment to gam competmve advantage In llght'
of statement discuss its benefits.

(RTP, Nov 2019, NA) (MTP2, Nov 2021, 5 Marks) ,

What is Strategic Management? What benefits accrue by following a strategic approach to :managing?f

Neeraj Arora | www.edu91.org 1.3



Question Bank - Chapter 1 Compiled by Neeraj Arora and TEAM

(ICAlStudyMaterial)

The term ‘strategic management’ refers to the managerial process of developing a strategic vision, setting objectives, crafting
a strategy, implementing and evaluating the strategy, and initiating corrective adjustments where deemed appropriate.

The overall objective of strategic management is two fold:
e To create competitive advantage , so that the company can outperform the competitors in order to have dominance
. over the market.
e To guide the company successfully through all changes in the environment.

Strategic Management is very important for the survival and growth of business organizations in dynamic business
environment. Other major benefits of strategic management are as follows:

e It helps organizations to be more proactive rather than reactive in dealing with its future. It facilitates the organisations
to work within vagaries of environment and remains adaptable with the turbulence or uncertain future. Therefore, they
are able to control their own destiny in a better way. )

e It provides better guidance to entire organization on the crucial point - what it is trying to do. Also provides framework
for all major business decisions of an enterprise such a decision on businesses, products, markets, organization
structures, etc.

e |t facilitates to ’prepare the organization to face the future and act as pathfinder to various business opportunities.
Organizations are able to identify the available opportunities and identify ways and means as how to reach them.

e It serves as a corporate defence mechanism against mistakes and pitfalls. It helps organizations to avoid costly
mistakes in product market choices or investments.

e Over a period of time, strategic management helps organizations to evolve certain core competencies and competitive
advantages that assist in the fight for survival and growth.

Qs.

Zfl"si strategic ménagehﬁ‘eh’t{ é;byuyndleﬂofftrick_s,akhdkmkégiy(i?:Em‘ci'dété"tyhyé statement,

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

Strategic Management is a deliberate managerial process that involves systematic and analytical thinking. It involves
systematic and analytical thinking and action. Although, the success or failure of a strategy is dependent on several
extraneous factors, it cannot be stated that a strategy is a trick or magic.

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

Q9.

'Ramesh Sharma has ﬁftéér‘\;s‘tdr'és'gs]e‘lling‘ consumer durables in Delhi Reg

_about seventy per

n. Fouroft

years. He believes in managing strategically and enjoyed significant sales of refrigerator, televisions, was ,
conditioners and like till four years back. With shift to the purchases to online stores, the sales of his stores came
centinlast fouryears. ‘ o o
se the position of Ramesh Shar

(RTR Nov 2019, NA) (RTE, Nov 2020, NA) (ICA

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

e Environment under which strategies are made is highly complex and turbulent. Entry of online stores, a new kind of
competitor brought a different dimension to selling consumer durables. Online stores with their size power could control
the market and offer stiff competition to traditional stores.

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

e Although, strategic management is a time-consuming process, he should continue to manage strategically. The
challenging times require more efforts on his part.
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e Strategic management is costly. Ramesh Sharma may considéer engaging experts to find out preferences of. the
customers and attune his strategies to better serve them in a customized manner. Such customized offerings may be
difficult to rinatch by the online stores.

e The stores owned by Ramesh Sharma are much smaller than online stores. It is very difficult for him to visualize how
online stores will be moving strategically.

Q10. | Falguni, CFO of Warships Adverti sement Agency, s stated that strateglc management helps the orgamsat:on tofdevelop certam !
“core competencnes and compet ivea vantages that facnlta’ce man ,geme: "
then what and how does it facm’tate in?.

(RTP Nov 2023, NA)

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

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

e Growth: Strategic management goes beyond survival. It enables an organization to identify opportunities, innovate, and
create value for its customers. By leveraging core competencies and competitive advantages, the organization can
capture market share, expand its offerings, and achieve sustained growth.

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

Q1.

Define strategm mtent Bneﬂy explain the elements of strateglc lntent
(RTP May 2018, NA) , : -
SOR

:Wh“atf are the elements ih strategic intent of organisation?
(RTP, May 2019, NA) (RTP, May 2020, NA) : o
’ ; ‘OR [ , , e
"Strategic mtent provides the framework within which the ﬂrm would adopt a predetermmed dlfec’uon and wopld operate to ,
,achieve strategic objectives.’ In the light of this statement dlscuss the elements of strategnc |ntent

(SA, Nov 2022, 5 Marks) , : »

Strategic Management is defined as a dynamic process of formulation, implementation, evaluation, and control of strategies
to realise the organization's strategic intent. Strategic intent refers to purposes for what organization strives for. Top
management must define “what they want to do” and “why they want to do”. “Why they want to do” represents sirategic intent
of the firm. Clarity in strategic intent is extremely important for the future success and growth of the enterprise, irrespective of
its nature and size.

Strategic intent can be understood as the philosophical base of strategic management. It implies the purposes, which an
organization endeavours to achieve. It is a statement that provides a perspective of the means, which will lead the
organization, reach its vision in the long run. Strategic intent gives an idea of what the organization desires to attain in future.

Strategic intent provides the framework within which the firm would adopt a predetermined direction and would operate to
achieve strategic objectives. Strategic intent could be in the form of vision and mission statements for the organisation at the
corporate level. It could be expressed as the business definition and business model at the business level of the organisation.

Strategic intent is generally stated in broad terms but when stated in precise terms it is an expression of aims to be achieved
operationally i.e., goals and objectives.

Elements of Strategic intent:

(i) Vision: Vision implies the blueprint of the company’s future position. It describes where the organisation wants to land. it
depicts the organisation's aspirations and provides a glimpse of what the organization would like to become:in future. Every
sub system of the organization is required to follow its vision.
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(i) Mission: Mission delineates the firm's business, its goals and ways to reach the goals. It explains the reason for the
existence of the firm in the society. It is designed to help potential shareholders and investors understand the purpose .o.f.the
company. A mission statement helps to identify, ‘what business the company undertakes. It defines the present capabilities,
activities, customer focus and role in society.

(i) Goals and objectives: These are the base of measurement. Goals are the end results, that the organization attempts to
achieve. On the other hand, objectives are time-based measurable targets, which help in the accomplishment of.903'3~ These
are the end results which are to be atiained with the help of an overall pian, over the particular period. However, in practice no
distinction is made between goals and objectives and both terms are used interchangeably.

The vision, mission, business definition, and business model explain the philosophy of the organisation but the goals and
objectives represent the results to be achieved in multiple areas of business.

(iv) Values/ Value System: Values are the deep-rooted principles which guide an organisation's decisions and gctions.
Collins and Porras succinctly define core values as being inherent and sacrosanct; they can never be compromised, either f?r
convenience or short-term economic gain. Values often reflect the values of the company’s founders—Hewlett-Packard’s
celebrated “HP Way” is an example. They are the source of a company's distinctiveness and must be maintained at alf costs.

Q12. | Distinguish between Vision and Miys,si:oyn" -
(RTP.May2018,N8)
. oR
Distinguish between vision statement and mission statement.
(MTP2, May 2018, 5 Marks) (MTP1, Nov 2018, 5 Marks)

A Mission statement tells you the fundamental purpose of the organization. It concentrates on the present. It defines the
customer and the critical processes. It informs you of the desired level of performance. On the other hand, a Vision statement
outlines what the organization wants to be. It concentrates on the future. It is a source of inspiration. It provides clear
decision -making criteria.

A mission statement can resemble a vision statement in a few companies, but that can be a grave mistake. It can confuse
people. Following are the major differences between vision and mission:

1. The vision describes a future direction while the mission serves as ongoing intent.

2. The vision statement can galvanize the people to achieve defined objectives, even if they are stretch objectives, providled
the vision is specific, measurable, achievable, relevant and time bound. A mission statement provides a path to realize
the vision in line with its values. These statements have a direct bearing on the bottom line and success of the
organization. .

8. A vision statement defines the purpose or broader goal for being in existence or in the business and can remain the
same for decades if crafted well while a mission statement is more specific in terms of both the future state and the
time frame. Mission describes what will be achieved if the organization is successful.

Q13. | Write a short note on Essentials of a strategic vision.
(RTRNov2018,NA)

What is strategic vision? Describe the essentials of strategic vision,

SaNedswads S

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

A strategic vision delineates organization's aspirations for the business, providing a panoramic view of the position where the
organization is going. A strategic vision points an organization in a particular direction, charts a strategic path for it to follow
in preparing for the future, and molds organizational identity.

Essentials of a strategic vision:
e The entrepreneurial challenge in developing a strategic vision is to think creatively about how to prepare a company for
the future.
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e Forming a strategic vision is an exercise in intelligent entrepreneurship.
e Awell-articulated strategic vision creates enthusiasm among the members of the organisation.
e The best-worded vision statement clearly illuminates the direction in which organization is headed.

Q14. | ‘Objectives’ and ‘Goals’ pmvide"me’aning'and, sense of direction to organizational endeax}ou'r. Explain.
(RTP Nov2018,NA) o et e n
Business organization translates their vision and mission into objectives. Objectives are open-ended attributes that denote
the future states or outcomes. Goals are close ended attributes which are precise and expressed in specific terms. Thus, the
goals are more specific and translate to objectives to short term perspective.
All organizations have objectives. The pursuit of objectives is an unending process such that organizations sustain
themselves. They provide meaning and sense of direction to organizational endeavour. Organizational structure and activities
are designed and resources are allocated around the objectives to facilitate their achievement. They also act as benchmarks
for guiding organizational activity and for evaluating how the organization is performing.
Q15.
... OR
' cteristics must it possess to be meaningful?
NA) (RT 22, NA) (MTP2, May 2023, 5 Marks)
Object.ves are organizations performance targets - the results and outcomes it wants to achieve. They function as yardstick
for tracking an organization's performance and progress.
Objectives with strategic focus relate to outcomes that strengthen an organization's overall business position and competitive
vitality. Objectives, to be meaningful to serve the intended role, must possess the following characteristics:
e  Objectives should define the organization's relationship with its environment. '
e  Objectives should be facilitative towards achievement of mission and purpose.
e  Objectives should provide the basis for strategic decision-making.
e  Objectives should provide standards for performance appraisal.
e  Objectives should be understandable.
e  Objectives should be concrete and specific. : ,
e  Objectives should be related to a time frame. '
e  Objectives should be measurable and controllable.
e  Objectives should be challenging.
e Different objectives should correlate with each other.
e  Objectives should be set within constraints.
Q16. | Mr Raj has been hired as a CEO by XYZ Itd a FMCG company that has diversified into affordable cosmetics. The company

- skin and,’are'produced,ih;ecologically,beneﬁcial manner using herbal ingredients. Draft vision and mission statement that may

enrich-the lives of people with its products that are good for

Jintends to launch Feelgood brand of cosmetics. XYZ wishes to

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

Feelgood brand of cosmetics may have following vision and mission:

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

Mission: Mission delineates the firm's business, its goals and ways to reach the goals. It explains the reason for the existence
of the firm in the society. It is designed to help potential shareholders and investors understand the purpose of the company.

Mr Raj may identify mission in the following lines:
e To be in the business of cosmetics to enhance the lives of people, give them confidence 1o lead.
e  To protect skin from harmful elements in environment and sun rays, ‘
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e To produce herbal cosmetics using natural ingredients

Q17.

‘What should be the major components of a good‘rhiési'o‘n "stafémem?f’:; 0

Why an organisation should have a mission? What considerations are to:be kept.in mind while writing a good mission
statement of a company? Sl : ;

(SA, Nov 2019, 5 Marks) :
OR

(RTP, Nov 2022, NA)

Mission statements broadly describe an organizations’ present capabilities, customer focus, activities, and business
makeup.

Organization should have a mission on account of the following reasons:
e To ensure unanimity of purpose within the organization. '

To develop a basis, or standard, for allocating organizational resources.

To provide a basis for motivating the use of the organization's resources.

To establish a general tone or organizational climate.

To serve as a focal point for those who can identify with the organization’s purpose and direction.

To facilitate the translation of objective and goals into a work structure involving the assignment of tasks to

responsible elements within the organization.

e To specify organizational purposes and the translation of these purposes into goals in such a way that cost, time,
and performance parameters can be assessed and controlled.

e © © © @

The following points must be considered while writing a good mission statement of a company:

(i) To establish the special identity of the business - one that typically distinct it from other similarly positioned companies.
(i) Good mission statements should be unique to the organisation for which they are developed.

(if) Meeds which business tries to satisfy, customer groups it wishes to target and the technologies and competencies it
uses and the activities it performs.

(iv) Technology, competencies and activities are important in defining a company’s business because they indicate the
boundaries on its operation.

(v) The mission should not be to make profit.

Q18.

Mission statement of a company focuses on the question:‘who we areand ‘what we do'. Explain brieﬂy. o
(MTP2, May 2021, 5 Marks) (MTP2, May 2022, 5 Marks) (RTP, May 2023, NA) : S '

A company’s mission statement is typically focused on its present business scope — “who we are and what we do”; mission
statements broadly describe an organizations present capabilities, customer focus activities and business makeup. An
organisation’s mission states what customers it serves, what need it satisfies, and what type of product it offers. It is an
expression of the growth ambition of the organisation. It helps organisation to set its own special identity, business emphasis
and path for development. Mission amplifies what brings the organisation to this business or why it is there, what existence it
seeks and what purpose it seeks to achieve as a business organisation.

In other words, the mission serves as a justification for the firm's very presence and existence; it legitimizes the firm's
presence. ‘

Q19.

Explain briefly the key aréas in which the strategic.planner should concentrate his mind to achieve,desirefd results: -
(RTP, May 2021, NA) (RTP, Nov 2022, NA) : ' ~

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

e  Profitability.
Productivity.
Competitive Position.
Employee Development.
Employee Relations.

e @ & ©
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e  Technological Leadership.
e  Public Responsibility.

Strategic levels in Organisation

Q20.

Corporate-level managers participate in strategic decision making within the organization. The role of corporate-level
managers is to oversee the development of strategies for the whole organization. This role includes defining the mission and
goals of the organization, determining what businesses it should be i, allocating resources among the different businesses,
formulating and implementing strategies that span individual businesses, and providing leadership for the organization.

Q21.

'Dlstmg i 'h between the followrng Corporate and busrness Ievel
‘(RTP M: _2019 NA) ‘

yDrstrngursh between the three Ievels of strategy formulatlon o
(MTP1 Nov 2018 5 marks) : - : .

: R
Explarn the drfference between three Ievels of strategy formulatlon

‘(RTP May 2020, ‘A) (MTP 1 May 2023 5 Marks) (ICAI Study Materlal)

OR

A typical large organization is a multidivisional organisation that competes in several different businesses. It has separate
self-contained divisions to manage each of these. There are three levels of strategy in management of business - corporate,
business, and functional.

The corporate level of management consists of the chief executive officer and other top level executives. These individuals
occupy the apex of decision making within the organization. The role of corporate-level managers is to oversee the
development of strategies for the whole organization. This role includes defining the mission and goals of the organization,
determining what businesses it should be in, allocating resources among the different businesses and so on rests at the
Corporate Level.

The development of strategies for individual business areas is the responsibility of the general managers in these different
businesses or business level managers. A business unit is a self- contained division with its own functions - for example,
finance, production, and marketing. The strategic role of business-level manager, head of the division, is to translate the
general statements of direction and intent that come from the corporate level into concrete strategies for individual
businesses.

Functional-level managers are responsible for the specific business functions or operations such as human resources,
purchasing, product development, customer service, and so on. Thus, a functional manager's sphere of responsibility is
generally confined to one organizational activity, whereas general managers oversee the operation of a whole company or
division.

Q22.

‘Lrst the drfferent strateglc levels inan organrsatron

: (SA Nov 2018 2 marks)

There are three main strategic levels in an organisation:
e Corporate level ~ consisting of CEO, Board of Directors and other senior executives.
e Business level - Divisional Managers and staff.
e  Functional level — Functional Managers ~ Marketing, Finance, Production, Human Resource.

Q23.

’f:E "umerate the task to be performed as a strategrc manager of a company
f(MTP’ May 2019 5 marks) - ' :

The primary tasks of the strategic manager is conceptualizing, designing and executing company strategies.
For this purpose, his tasks will include:

e Defining the mission and goals of the organization.

e Determining what businesses it should be in.

e Allocating resources among the different businesses.
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e Formulating strategies.
e Implementing strategies.
e  Providing leadership for the organization.

Q24.

limited. You have been assigned the task to enlist the activities involved with the role ofkthe Chief Ex

ABC Limited is in a wide range of businesses which include apparels, lifestyle products, furniture, real estate and electrrcal
products. The company is looking-to hire.a suitable Chief Executive Officer. Consider yourself as the HR,,consuItant for ABC
Offic 'i

strategic level that this role belongs'to and enlist the actrvmes assocrated withit. - , ‘
(SA, Jan 2021, 5 marks) (MTP2, Nov 2022, 5 Marks) (ICAI Study Material) (MTP1 Nov 2023; 5 Marks)

The role of Chief Executive Officer pertains to Corporate level
The corporate level of management consists of the Chief Executive Officer (CEO) and other top-level executives. These
individuals occupy the apex of decision making within the organization.

The role of Chief Executive Officer is to:
1. oversee the development of strategies for the whole organization;
defining the mission and goals of the organization;
determining what businesses, it shouid be in;
allocating resources among the different businesses;
formulating, and implementing strategies that span individual businesses;
providing leadership for the organization;
ensuring that the corporate and business level strategies which company pursues are consistent with maximizing
shareholders wealth; and

8. managing the divestment and acquisition process.

No o pkwn

Q25.

but have never involved him in decision making forthe company.

Dharam Singh, the procurement department: head of Cyclix, a mountam biking equrpment company, was recently promoted to :
look after sales department along with procurement department. His seniors at the corporate level have always liked his way -
of leadership and are assures that he would ensure the implementation of polrcres and strategres to he best of hrs apacity

Do you think thrs is the right approach‘7 Vahda‘(e your answer with logrcal reasonlng around managemen’t
making: o . :

(RTP, May 2021 NA) (ICAI Study Materlal)

Functional managers provide most of the information that makes it possible for business and corporate level managers fo
formulate realistic and attainable strategies.

This is so because functional managers like Dharam Singh are closer to the customer than the typical general manager is. A
functional manager may generate important ideas that subsequently may become major strategies for the company. Thus, it
is important for general managers io listen closely to the ideas of their functional managers and involve them in decision
making.

An equally great responsibility for managers at the operational level is strategy implementation: the execution of corporate
and business level plans, and if they are involved in formulation, the clarity of thoughts while implementation can benefit too.
Thus, the approach of Cyclix Corporate management is not right. They should involve Dharam Singh, as well as other
functional managers too in strategic management.

Q26.

Mr: Mehta: sharing:with hrs friend m an mformal discussion that he has to move very cautlously in hrs orgamzatron as the

decisions taken by him has organisation wide impact and involves large commitments of resources. He also said that his
decisions decide the future of his orgamsatron Where will you place Mr. Mehta in the orgamzatlona! hlerarchy and explarn hls
role inthe organization. , , , ~ e . .

(RTP, Nov 2021, NA)

Mr. Mehta works in an organization at top level. He participates in strategic decision making within the organization. The role
of corporate-level managers is to oversee the development of strategies for the whole organization. This role includes
defining the mission and goals of the organization, determining what businesses it should be in, allocating resources among
the different businesses, formulating and implementing strategies that span individual businesses, and providing leadership
for the organization.

Q27.

‘struggled to penetrate the more competrtrve Asian market. ABC Lid. hired a strateglc consultant to analyze the'suua

ABC Ltd. currently sells its product in two major markets - Europe and Asia. While it is a mar ket leader in Europe, ABC Lt ; has .

submit his report to them. After the report recerved from: ’the strategrc consultant, It has therefore decrded to pull out of,Asra:’
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'entlrely and focus on its European markets only. This decision refates to Wthh level in ABC Lid, and explam the role of
managers at this level in the orgamzatlon :

(RTP, May 2022 NA)

Corporate level strategy relates to the markets and industries that the organization chooses to operate in, as well as other
decisions that affect the organization as a whole. The role of corporate-level managers is to oversee the development of
strategies for the whole organization. This role includes defining the mission and goals of the organization, determining what
businesses it should be in, allocating resources among the different businesses, formulating and implementing strategies
that span individual businesses, and providing leadership for the organization.

Q28. "‘Management at a!l !evels deveIop strategnes" Explain the dlfferent strategles formulated at d|fferent levels of management
(SA May 2023, 5 Marks) :

At different levels of management, various strategies are formulated to align with organizational goals and objectives which
are as follows:

Corporate-Level Strategies: At the highest level of management, corporate-level strategies are developed. These strategies
focus on the overall direction and scope of the entire organization. Major corporate-level strategies include Stability
strategies, Growth strategies, Retrenchment strategies and Combination strategies.

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

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

In conclusion, management at all levels develops strategies that align with the organization's goals. Corporate-level
strategies determine the overall direction, business-level strategies focus on competitive advantage within specific
markets, and functional-level strategies aim to achieve functional objectives in support of the broader strategies.

Part li: Correct/lncorrect Questlons

Qt. anagement mvolves huge cost

,(RTP lay 2018, NA)

The statement is correct. .

Strategic management is a costly process. Strategic management adds a lot of expenses to an organization. Expert
strategic planners need to be engaged. Efforts are made for analysis of external and internal environments, devise
strategies and properly implement them. These can be really costly for organisations with limited resources particularly
when small and medium organisation create strategies to compete.

Q2. E'Every, strategic move is the result of proactive planning.
;(MTP1},’May’ 2018,2 marks)

The statement is incorrect.
In business, things happen that cannot be fully anticipated or planned for.

When market and competitive conditions take an unexpected turn or some aspect of a company's strategy hits a stone wall,
some kind of strategic reaction or adjustment is required.

Q3.

ms run parallel with strategic levels.
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The statement is correct.

There are three strategic levels in an organisation — corporate, business and functional. Control systems are required at all
the three levels. At the top level, strategic controls are built to check whether the strategy is being implemented as planned
and the results produced by the strategy are those intended. Down the hierarchy management controls and operational
controls are built in the systems. Operational controls are required for day-to-day management of business.

Q4.
The statement is Incorrect.
Entrepreneur, big or small has to function within several influences from external forces. Competition in different form and
different degree is present in ail kind and sizes of business. Even entrepreneur with small businesses can have complicated
environment. To grow and prosper they need to have clear vision and mission.

Qs. Vision is one of the key elements of Strategic Intent.

(SA,Nov2018,2 Marks)

The statement is Correct.

Vision implies the blueprint of the company’s future position. It describes where the organisation wants to land. It depicts
the organisation’s aspirations and provides a glimpse of what the organisation would like to become in future. Every sub
system of the organisation is required to follow its vision.

Part Ill: Multiple Choice Questions

Q1. 'Sft‘rategy‘;is;y,;’a:gamé plan‘Uééd for"whichf’of,the following? -
(@) Totake marketpositon o
(b) To attract and satisfy customers

(c) To respond to dyaamic and hostile envirohmen't“'}
(dAlloftheabove
(ICAI Study Material)

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

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

Q2. -Reactive strategy can also be tefmed'as- i
(a) Planned strategy ; o

(b) Adaptive strategy

(¢) Sound strategy

(d) Dynamic strategy S

(ICAI Study Material)

Correct answer: (b) Adaptive strategy
Explanation:
Reactive strategy is an adaptive reaction to changing circumstances. Therefore, it is also known as adaptive strategy.

Q3. | Read the following three statements:

(i) Strategies have Short}range'implicatio'né;~

' (if) Strategies are action oriented. §
(ii) Strategies arerigidly defined. -
_From the combinations given below select an alternative that represents statements that
@@adm =

O @and@
(©Gand@@
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() (), (i) and (i)

(lCAl Stucly Materlal)

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

Explanation: Strategies need to be atiuned or modified in the light of possible environmental changes. Therefore, strategies
are not rigidly defined.

Q4. blesan ('}tgén‘izatienftdi‘,;;;;;f_i_;,g:instjeéd::of ebr’hp’énie‘s just responﬁdtng:tofuthreat_s' 'in:thei‘r}'
,(a) be proactlve S :
(b): determlne when the threat will subside
(e} avord the threats ,
(d) defeat thelr competrtors
Correct answer: (a) be proactive
Explanation: Strategic management helps organizations to be more proactive rather than reactive in dealing with its future.
Organisations are able to analyse and take actions instead of being mere spectators.
Q5.
Correct answer: (d) Proactive
Explanation: Strategic management helps organizations to be more proactive rather than reactxve in dealing with its future.
Organisations are able to analyse and take actions instead of bemg mere spectators.
Q6. :'kFormulatlon of strategres and therr rmplementatron ina strateglc management process is undertaken by—
;(a) Top level executives . .- - - o L ,
'(b) Mlddle level executlve s i ' o e : St p
Correct answer: (d) All of the above
Explanation:
Functional managers provide most of the information that makes it possible for business and corporate level managers to
formulate realistic and attainable strategies.
Q7. ‘
',,mdlwdual busrnesses- - , ‘ : L
(a) Supervisor o ’ e : .
f(b) Functlonal Manager o : ‘
Q8.
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(d) Mission - "

(lCAl Study Materlal)

Correct answer: (b) Vision
Explanation:

Vision implies the biueprint of the company’s future position. It describes where the organisation wants to land. Thereafter, a
strategy is created to achieve that vision.

Qo.

"Whrch of these basrc questlons should a vrsron statement answer” /
(a) What is our busrness? , '

“(b) Who are our competltors’? :
(c) Where we are to go?
;(d) Why do we exist? o
-(Sample MCQs) (MTP1 May 2019 1 Mark)

Correct answer: (¢) Where we are to go?
Explanation:

Vision implies the blueprint of the company’s future position. It describes where the organisation wants to land. It depicts the
organisation’s aspirations and provides a glimpse of what the organisation would like to become in future.

Q10.

Msssmn : o o
(a) isian mternally—focused deﬂmtron of the orga tlon so etallgoals'.*" ~
(b) is a statement ofa ﬂrms umque purpose -and scope of operatlons
ne relate to the rndustry in Wthh the firm mtends to compete
a_ﬂrm before the firm develops lts strategrc mtent
NA)'(MTP2 May 2019 1 Mark) ~

Correct answer: (b) is a statement of a firms unique purpose and scope of operations.
Explanation:

Mission amplifies what brings the company to this business or why it is there, what purpose it seeks to achieve as a
business firm.

Q1. -

”(b) Executrve leader and manager.
_(c) Corporate busmess and functlonal
() Strateqlc tactical and operattonal

Strateglc decrsron makmg can take place at three common levels of an orgamsatlon as follow'
(a) Drvrs;onal group and mdlvrdual i ' Glial

(RTP, May 2019, NA)

Correct answer: (¢c) Corporate, business and functional
Explanation:
Generally, there are three main levels of management: Corporate level, Business level and Functional level

Q12

kWhrch of the followmg statement is not true wrth regards 10 strategy" o

(b Strategy is fong range bluepnnt of desrred posmon

(o) Strategy rela’ s orgamsatrons to the external envrronment
',_(d) Strategy s :
g ’(RTP May 2019 NA)

(a) Strategy reduces uncertamty

perfect and ﬂawless

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

Strategy can never be perfect, flawless and optimal. It should be flexible to take care of sudden emergencies, pressures and
avoid failures and frustrations.
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Q13.

f_(MTP1 May 2019, 1Mark) ..

"What rnvolves formulatmg, rmplementmg, and evaluatrng cross-func_ onal decrsrons that enabl
its objectrves? : , , : , o

‘ (lCAl Study Materlal)

What can be deﬁned as:the art and science of formulatmg, rmplementmg and evaluatmg cross—functlonal deasrons that
enable an organization to achleve its objectrves7 ‘ : : g o

(@) Strategy formulation - -
(b) Strategy evaluation
(c) Strategy implementation
(d) Strategrc management

rganization to achieve

(a) Strategy formulation

(b) Strategy evaluation

(c) Strategy implementation
(d) Strategrc management

Correct answer: (d) Strategic management
Explanation:

Strategic management involves developing the companys vision, environmental scanning (both internal and external),
strategy formulation, strategy implementation and evaluation and control.

Q14.

Strategy helps in:

(b Reduce uncertarnty

f'(c) Relate the goals with the resources
;(d) Al of Above.

: (MTPZ May 2019, 1 mark)

(a) Unravelling co’mpIeXity :

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

The very injection of the idea of strategy into business orgamsatlons is intended to unravel complexrty and to reduce
uncertainties caused by changes in the environment. Strategy seeks to relate the goals of the organization to the means of
achieving them. ,

/

Q15.

(a)’kSt, ; teglc en "‘onment is complex
(b Strategrc environment is turbulent

‘ (d) Publrc sector units. should |mplement busmess strategy
(MTPZ May 2019 1 mark) '

f the followmg statement is not true o

(c) Hrgh costof strategy makes them useless for chantable organrzatron

Correct answer: (c) High cost of strategy makes them useless for charitable organization.
Explanation:
Though strategic management involves huge cost, it enables to run organisation effectively and efficiently.

Q1e.

. Objectrves should be

Soncrete and specrﬂc :

rmance appraisal.

tements are frue;
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!

(MTP2May20191Mark) -

Correct answer: (d) (i), (ii) and (iii)
Explanation:
Objectives must possess following characteristics:

o Objectives should define the organization's relationship with its environment.
Objectives should be facilitative towards achievement of mission and purpose.
Objectives should provide the basis for strategic decision-making.
Objectives should provide standards for performance appraisal.

Objectives shouid be understandable.

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

Different objectives should correlate with each other.
Objectives should be set within constraints.

@ e @ & © © © o e e

Q17. ~Statemeﬂf,'(hat is typically focused on preseht'¢ business scope and broadly describes an organizations presen cépabi“ﬂés;y
customer focus, activities, and business makeupis: ~

Correct answer: (b) Mission
Explanation:

A company’'s Mission Statement is typically focused on present business scope - ‘who we are’ and ‘what we do'. It broadly
describes an organizations present capabilities, customer focus, activities, and business makeup.

Q18. | Whichof the tollo ing‘fstafém,’ehfs:,co:r:reéﬂy eXpiéin~strategic management?

rategic man t proy amework for major de

@ 0, ) and (v o
(RTRNov2019,NA)

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

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

Strategic Management enhances longevity of business.
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s TS

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

Explanation:

Functional managers provide most of the information that makes it possible for business and corporate level managers to
formulate realistic and attainable strategies.

Q20. | Strategyis-
"ff(c) A blend of'p‘ actlve and reactlve actlons , -
‘(d) None oftheabove
~(RTP May 2020 NA) (ICAI Study Materlal)
Correct answer: (¢) A blend of proactive and reactive actions.
Explanation:
A company’s strategy is typically a blend of:
o Proactive reactions on the part of managers to improve the company’s market position and financial performance.
e Reactions to unanticipated developments and fresh market conditions in the dynamic business environment
Q21. S of lnﬂmte Care, an NGO have met and determmed tha 'they nee'
3 Thereby they have come up with a statement “Provide hlldren
with the essentlal |tems they need to ’thnve -~ at homa, '
lSSlOl’l ‘
‘;‘{(MTP1 Nov zoz ) 2 Marks)
Correct answer: (d) Mission
Explanation:
Mission delineates the firm's business, its goals and ways to reach the goals. It explains the reason for-the eX|stence of the
firm in the society. It is designed to help potential shareholders and investors understand the purpose of the company. A
mission statement helps to identify, ‘what business the company undertakes. It defines the'present capabilities, activities,
customer focus and business makeup.
Q22.
St g and not ﬂex&ble
”'tegy is no’t always perfect ﬂawless and optlmal
k tegy is always perfect ﬂawless and optlmal
( Strategy is always flexible but not pragmatlc :
(MTP1 May 2021 2 marks) (lCAl Study Matenal)
Correct answer: (b) Strategy is not always perfect, flawless and optimal
Explanation:
Strategy can never be perfect, fiawless and optimal. It is in the very nature of strategy that it is flexible and pragmatic to take
care of sudden emergencies, pressures, and avoid failures and frustrations.
Q23. : rmgf lt, , strategy plannmg enwsaged entire. scenanos and create,

it reahs d that |ts framework IS not effect ain un

egy is highly reactive an hlghlyproactlve
;amework i
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Correct answer: (a) Strategy is "partly proactive and Partly reactive”
Explanation:

No company can forecast both internal and external environments exactly. Everything cannot be planned in advance.
Strategies need to be attuned or modified in the light of possible environmental changes.

Q24. Drlshtr Care is a not -for proﬁt eye hosprtal and research centre. Which one of the followmg statements is lrkely 1o relate to
(c) Drlshtl Care offers the hrghe level of patlent throughout country
; (d) Drlshtl Care consultants stnve to contmually |mprove surglcal'techmques :

(RTP, Nov 2021 NA) ' :
Correct answer: (b) Drishti Care will be the global leader in cutting edge eye surgery.
Explanation:
Vision implies the blueprint of the company’s future position. It describes where the organisation wants to land. Therefore,
“Drishti Care will be the global leader in cutting edge eye surgery” explains what the company wants to achieve in future.
Q25. | The philosophical base of strategic management falls within the concept of-
(a) Strategic ln ( ,
b ,Por'tfoudAn,alysis :
. (d) VlSlOl’l st tem e
’~'(MTP1 Nov 2021 1; Mark) - o
Correct answer: (a) Strategic Intent’
Explanation:
Strategic intent can be understood as the philosophical base of strategic management.

Q26. ,’Meb'h Ltd had 3 huge capacrty of 40 000' l‘llo thres productlon of Kerosene Oll and they were able to achaeve 90% of it
falmost always ‘while the teams were also aware that they can achieve 100% capacrty with very less efforts, but always kept
,margrns Further the business tea, was planmng to:setup two ‘more plants of 20,000 Kllo Litre capacnty each in the next five
jyears ThlS was a welcomed move from state go rnments as well_From the above w of, the followmg'aspects of ,
}’(d) They'should:provrde standard for comparatrve apprausal
.(MTPZ Nov 2021 2 Marks)

Correct answer: (c) They should be challenging.

Explanation:

Though they can achieve 100% capacity with very less efforts, they have only achieved 90% of it. Therefore, objectives here
are not challenging.

Q27..

f:Whlch one of the followmg, focuses on present busmess scope- who we are and what we do'?,
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(b) Vision Statement
(© Goals and objectrves o
(d) Purpose :
(MTP1 Nov 2023, 2Marks)

Correct answer : (a) Mission Statement
Explanation:

A company's Mission Statement is typically focused on present business scope - ‘who we are’ and ‘what we do'. It broadly
describes an organizations present capabilities, customer focus, activities, and business makeup.

Q28.

Wthh one of the followmg cannot be cons:dered as a part of proactlve approach in strategy"
(a) Planned strategy - : ,

(b) Dehberate management desngn

(©) Forecast about future market condmon

(d) Adaptlve reactlons to changmg cnrcumstances
(RTP Nov 2023 NA) o fan

Correct answer : (d) Adaptwe reactions to changing circumstances
Explanation: :
Reactive strategy is an adaptive reaction to changing circumstances.

Q29.

“Mr. Prakash and Mr. Pal are parthers in a thnvmg busmess venture [Recenﬂy, they have become aware of thetr employees :
”dlssatrsfactlon with their workrng conditions. Mr. Prakash believes that the si uatlon should be dealt with before the

'employees explode Mr. Pal, on the other hand believes that lf the employees have an outburst then they wnll handle rt Mr, ;
_Prakash and Mr. Pal busmess phllosophy is: '

f(a) Reactwe, Proactrve

Correct answer : (d) Proactive, Reactive /
Explanation: '

Mr. Prakah plans to take action in advance, therefore he is following proactive strategy whereas Mr. Pal will take action only
when the situation has already taken place, therefore, he is following reactive strategy.

Q30.

: (a) Ensurmg unammnty of purpose;wnth
,(b) Semng short term operatronal goals

Correct answer : (a) Ensuring unanimity of purpose within the organization.
Explanation:
Organization should have a mission on account of the following reasons:
e To ensure unanimity of purpose within the organization.
To develop a basis, or standard, for allocating organizational resources.
To provide a basis for motivating the use of the organization’s resources.
To establish a general tone or organizational climate.
To serve as a focal point for those who can identify with the organization’s purpose and direction.

To facilitate the translation of objective ahd goals into a work structure involving the assignment of tasks to
responsible elements within the organization.

e To specify organizational purposes and the translation of these purposes into goals in such a way that cost, time,
and performance parameters can be assessed and controlled. :

oA S
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Chapter 2 - Strategic Analysis : External Environment

Part | : Descriptive Questions
Globalisation

Q1. Why companies shoul d go global’? Mermon any ﬂve reasons,;_ ,
020, 5 Marks) - ,

There are several reasons why companies go global. These are discussed as follows:

e One reason could be the rapid shrinking of time and distance across the globe - thanks to faster communication,
speedier transportation, growing financial flows and rapid technological changes.

e Itis being realized that the domestic markets are no longer adequate and rich. Companies globalize to take advantage of
opportunities available elsewhere.

® A new product may gradually get acceptance and grow locally and then globally. This may initially be in form of exports
and then later production facilities may begin in other countries.

e  Organizations may go global to take advantage of cheaper raw material and labour costs.

e Companies often set up overseas planis to reduce high transportation costs.

e The motivation to go global in hightech industries is slightly different. Companies in electronics and
telecommunications must spend large sums on research and development for new products and thus may be compelled
to seek ways to improve sales volume to support high overhead expenses.

@ The companies may also go global to take advantage of local taxation laws.

To form strategic alliances to ward off economic and technological threats and leverage their respective comparative
and competitive advantages.

Understandmg Product and Industry

Q2. ,'iABC Ltd manufactures and sells air punﬁer ‘Fresh Breath' The ‘Fresh'Breath’ has seen sales growth of around 1% for the fast

prevrous years: pnce cuts have had little effect on. demand. ABC lid: is.also plannmg to.launch-a promotlonal campaign to
highlight the benefits of the ‘Fresh Breath' against its rival products. ; o
Idermfy and eXpIaln the stage of the product life cycle in whrch ‘Fresh Breath’ falls :

_ayf:2,021,.NA), G .

jears, after strong growth in the previous five years. This is due to new products entering the market in competition with
resh Breath'. ABC Ltd. is therefore consrdenng cuttmg its prices to be in line with its major | rivals with a hope to maintain g
3 '1arket share Market research indicates that thls will now cause a 3|gnrﬂcant increase in the level of sales, even though in

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

The product ‘Fresh Breath’ of ABC Ltd. falls under the Maturity stage of product life cycle. In this stage, the competition gets
tough and the market stabilises. Profit comes down because of stiff competition. At this stage, ABC Ltd. has to work for
maintaining stability by cutting the prices to be in line with its major rivals with a hope to maintain the market share and by
launching a promotional campaign to highlight the benefits of the ‘Fresh Breath’ against its rival products.

Qs. :Wf I?e a short note on "Phases and S|gmﬁcance of Product Life Cycle

, led to its success. As a result, the productlon of Robust grew, and it became: wrdely available. Hov'veverf:
emand ,for the produ t:decreased Ieadmg 10 |ts obsolescence ldentrfy and explam the concept hlghhghted in
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: (MTP2 May 2023 5 Marks)

The case highlights the concept of Product Life Cycle (PLC) which outlines the various stages a product goes through,
including introduction, growth, maturity and decline. Successful business must adapt their strategies to each stage to remain
profitable.

Product Life Cycle is an important concept in strategic choice and S-shaped curve which exhibits the relationship of sales
with respect of time for a product that passes through the four successive stages of introduction (slow sales growth), growth
(rapid market acceptance), maturity (slowdown in growth rate) and decline (sharp downward drlft) If businesses are
substituted for product, the concept of PLC could work just as well.

The first stage of PLC is the introduction stage in which competition is almost negligible, prices are relatively high and
markets are limited. The growth in sales is at a lower rate because of lack of knowledge on the part of customers.

The second stage of PLC is the growth stage, in which the demand expands rapidly, prices fall, competition increases and
market expands. The customer has knowledge about the product and shows interest in purchasing it.

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

The fourth stage is the declining stage of PLC, in which the sales and profits fall down sharply due to some new product
replaces the existing product. So, a combination of strategies can be implemented to stay in the market either by
diversification or retrenchment.

%ok oa o ow
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Product Life Cycle

Significance of PLC

PLC can be used to diagnose a portfolio of products (or businesses) in order to establish the stage at which each of them
exists. Particular attention is to be paid on the businesses that are in the declining stage. Depending on the diagnosis,
appropriate strategic choice can be made.

For instance, expansion may be a feasible alternative for businesses in the introductory and growth stages. Mature
businesses may be used as sources of cash for investment in other businesses which need resources.

A combination of strategies like selective harvesting, retrenchment, etc. may be adopted for declining

businesses. In this way, a balanced portfolio of businesses may be built up by exercising a strategic choice based on the PLC
concept.

Q4.

Explai

The primary activities of the organization are grouped into five main areas: inbound logistics, operations, outbound

logistics, marketing and sales, and service.

e Inbound logistics are the activities concerned with receiving, storing and distributing the inputs to the product/
service. This includes materials handling, stock control, transport etc.

Operations transform these inputs into the final product or service: machining, packaging, assembly, testing, etc.
Outbound logistics collect, store and distribute the product to customers. For tangible products this would be
warehousing, materials handling, transport, etc. In the case of services, it may be more concerned with
arrangements for bringing customers to the service, if it is a fixed location (e.g., sports events).

e Marketing-and sales provide the means whereby consumers/users are made aware of the product/ service and
are able to purchase it. This would include sales administration, advertising, selling and so on. In public services,
communication networks which help users’ access a particular service are often important.

e Service are all those activities, which enhance or maintain the value of a product/ service, such as installation,
repair, training and spares.
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Q5.

A',,comypa,ny has recently launched a new product in the market. Initi,élly, it faced slow sales growth, limited rarkets, and high
prices. However, over time, the demand for the product expanded rapidly, prices fell, and competition increased. Identify the
stages of the product life cycle (PLC) that the company went through. ' : B

(RTP. Nov 2023, NA) - , :

The company went through the following stages of the product life cycle (PLC):

introduction stage: Initially, the company faced slow sales growth, limited markets, and high prices, which are characteristic
of the introduction stage. During this stage, competition is almost negligible, and customers have limited knowledge about the
product.

Growth stage: Over time, the demand for the product expanded rapidly, prices fell, and competition increased. These are
typical features of the growth stage in the PLC. In this stage, the product gains market acceptance, and customers become
more aware of the product's benefits and show interest in purchasing it.

Porter’s five forces model

Q6.

Ppressure?
(ICAI Study Material) o

Baby Turtleis a chi!drén’é clbthing bfand that hasibeen,c’réate’d anewage demand for washable diapers. T he’majoyr‘ benefit for
the brand has: been that not.many companies have shown interest in the product; thinking it is not viable, however customers
majorly working mothers are loving their product. The core material needed for production is also used in many other water

proofing products in various industries. Baby Turtle sources this material from a renowned supplier at comparatively low

prices. Which of the five forces of competitive pressure would Baby Turtle experience due to above setup and what are major

factors that create such pressure for a product? Do you think Baby Turtle has an advantage in some way to fight off this

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

“This is because the core material for production is sourced from a single supplier, who is renowned and in a position to create

pressure in terms of prices.
Further, other factors that lead to such pressure are:

1. Their products are crucial to the buyer and substitutes to the material required for production are not available.

2. Suppliers can manipulate switching cost as the brand is in inception stage and making margins are important.
An advantage that Baby Turtle has is even though the material required has no substitutes but it used to make many other
products and thus there are many other suppliers who can provide that material. It might affect operations in short term but
will help to fight off the pressure created by existing supplier.

Q7.

Rahul Sharma is Managing Director of a company which is manufacturing t

Ced;byf'h‘ew:'eh't‘rantsWhenian existing firm earns higher proﬂts? -

rucks. He is worried about the entry of new.

nesses. What kind of barriers will help Rahul against such a threat?

(RTP. May 2019, NA) (ICAI Study Mat)

A firm’s profitability tends to be higher when other firms are blocked from entering the industry. New entrants can reduce
industry profitability because they add new production capacity leading to increase supply of the product even at a lower price
and can substantially erode existing firm's market share. Barriers to entry represent economic forces (or ‘hurdles’) that slow
down or impede entry by other firms. Common barriers to entry include:

i) Capital requirements: When a large amount of capital is required io enter an industry, firms lacking funds are
effectively barred from the industry, thus enhancing the profitability of existing firms in the industry.

i) Economies of scale: Many industries are characterized by economic activities driven by economies of scale.
Economies of scale refer to the decline in the per-unit cost of production (or other activity) as volume grows. A large
firm that enjoys economies of scale can produce high volumes of goods at successively lower costs. This tends 1o
discourage new entrants.

iii) Product differentiation: Production differentiation refers to the physical or perceptual differences, or enhancements,
that make a product special or unique in the eyes of customers. Firms in the personal care products and cosmetics
industries actively engage in product differentiation 10 enhance their products’ features. Differentiation works to
reinforce entry barriers because the cost of creating genuine product differences may be too high for the new
entrants.

iv) Switching costs: To succeed in an industry, new entrant must be able to persuade existing customers of other
companies to switch to its products. To make a switch, buyers may need to test a new firm’s product, negotiate new
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purchase contracts, and train personnel to use the equipment, or modify facilities for product use. Buyers often incur
substantial financial (and psychological) costs in switching between firms. When such switching costs are high,
buyers are often reluctant to change.

v) Brand identity: The brand identity of products or services offered by existing firms can serve as another entry barrier.
Brand identity is particularly important for infrequently purchased products that carry a high unit cost to the buyer.
New entrants often encounter significant difficulties in building up the brand identity, because to do so they must
commit substantial resources over a long period.

vi) Access to distribution channels: The unavailability of distribution channels for new entrants poses another
significant entry barrier. Despite the growing power of the internet, many firms may continue to rely on their control of
physical distribution channels to sustain a barrier to entry to rivals. Often, existing firms have significant influence
over the distribution channels and can retard or impede their use by new firms.

vii) Possibility of aggressive retaliation: Sometimes the mere threat of aggressive retaliation by incumbents can deter
entry by other firms into an existing industry. For example, introduction of products by a new firm may lead existing
firms to reduce their product prices and increase their advertising budgets.

> overall market, Elaborate.

Competition makes organizations work harder, however, it is neither a coincidence nor bad luck. All organizations have
competition and its benefit are enjoyed by the markets. The customers are able to get better products at lower costs. They get
better value for their money because of competition.

To gain a deep understanding of a company’s industry and competitive environment, managers do not need to gather all the
information they can find and waste a lot of time digesting it. Rather, the task is much more focused. A powerful and widely
used tool for systematically diagnosing the significant competitive pressures in a market and assessing the strength and
importance of each is the Porter's five-forces model of competition. This model holds that the state of competition in an
industry is a composite of competitive pressures operating in five areas of the overall market:
e Competitive pressures associated with the market manoeuvrlng and jockeying for buyer patronage that goes on among
rival sellers in the industry.
Competitive pressures associated with the threat of new entrants into the market.
Competitive pressures coming from the attempts of companies in other industries to win buyers ‘over to their own
substitute products. ,
Competitive pressures stemming from supplier bargaining power and supplier-seller collaboration.
e Competitive pressures stemming from buyer bargaining power and seller-buyer Collaboration.

Q9.

Five forces model of Michael Porter is a popular tool for systematically diagnosing the significant competitive pressures in the
market and assessing their strength and importance. The model holds that the state of competition in an industry is a
composite of competitive pressures operating in five forces as follows:

1. Threat of new entrants: New entrants place a limit on prices and affect the profitability of existing players. The new
capacity and product range the new entrants bring increases competitive pressure. bigger the new entrant, the more
severe the competitive effect.

2. Bargaining power of customers: The bargaining power of the buyers influences not only the prices that the producer can
charge but also influence costs and investments of the producer. This force will become heavier depending on the
possibilities of the buyers forming groups or cartels, particularly in case of industrial products.

3. Bargaining power of suppliers: Often suppliers can exercise considerable bargaining power. If the suppliers are also
limited in number they stand a still better chance to exhibit their bargaining power. The bargaining power of suppliers
determines the cost of raw materials and other inputs of the industry and, therefore can affect industry attractiveness
and profitability.
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4. Rivalry among current players: The rivalry among existing players is quite obvious. This is what is normally understood
as competition. The impact is evident more at functional level in the prices being charged, advertising, and pressures on
costs, product and so on.

5. Threats from substitutes: Substitute products are a latent source of competition in an industry. Substitute products
offering a price advantage and/or performance improvement to the consumer can have significant impact.

The five forces together determine industry attractiveness/profitability. This is so because these forces influence the causes
that underlie industry attractiveness/ profitability.

Q10. | Buyers can exert considerable pressure on business. Do.you agree? Discuss.
(RTP, Nov 2019, NA) B : ' i e
, 5 OR : G , ,
Buyers of an industry's products or services can sometimes exert considerable pressure on the company. In the light of the
five forces as propagated by Michael Porter explain this force: Also state as to when'this leverage is evident.: » o o
(SA, May 2023, 5 Marks) | e . o o

Bargaining Power of Buyers: This is another force that influences the competitive condition of an industry. This force
becomes heavier depending on the possibility of buyers forming groups or cartels. Mostly, this is a phenomenon seen in
industrial products. Quite often, users of industrial products come together formally or even informally and exert pressure on
the producer. The bargaining power of the buyers influences not only the prices that the producer can charge but also
influences costs and investments of the producer. This is because powerful buyers usually bargain for better services which
involves more investment on the part of the producer.

Buyers of an industry's products or services can exert considerable pressure on existing firms to secure lower prices or
better services. This is evident in situations where buyers enjoy superior position than the seller of product. This leverage is
particularly evident when:

(i) Buyers have full knowledge of the sources of pro.ducts and their substitutes.
(i) They spend a lot of money on the industry’s products, i.e., they are big buyers.

(iiiy The industry’s product is not perceived as critical to the buyer's needs and buyers are more concentrated than firms
supplying the product. They can easily switch to the substitutes available.

Q11. | Discussin what condiﬁons rivalry,among competitors tends to bé”cut—throat and p,foﬂtability of the industry goes down.'".'

(SA, Nov 2019, 5 Marks) o
‘What are the factors which determine the nature of rivalry in an industry? .
(SA, Nov 2021, 5 Ma’rks')’ . . S o

The intensity of rivalry in an industry is a significant determinant of industry attractiveness and profitability. The intensity of
rivalry can influence the costs of suppliers, distribution, and of attracting customers and thus directly affect the profitability.
The more intensive the rivalry, the less atiractive is the industry. Rivalry among competitors tends to be cutthroat and industry
profitability low when . )
i) An industry has no clear leader. Therefore, continuous war for leadership.

i) Competitors in the industry are numerous.

iif) Competitors operate with high fixed costs. Thus, aiming for better Return on Investment with more fierce tactics.

iv) Competitors face high exit barriers, and therefore, continue to fight for market share.

v) Competitors have little opportunity to differentiate their offerings.

vi) The industry faces slow or diminished growth.

Q12. | Eco-carry bags Ltd,, a recyclable plastic bags manufacturing and trading company has seen a potential in the ever-growing
awareness around hazards of plastics and the positive outlook of the society towards recycling and reusing plastics.

A major concern for Eco-carry bags Ltd. are paper bags and old cloth bags. Even though they are costlier than recyclable
plastic bags, irrespective, they are being welcomed positively by the consumers.. : i e

Identify and explain that competition from paper bags and old cloth bags fall under Which‘_cat,egdry of 'Portéir'é';Fi’\"/'e‘FbrCes
Model for Competitive Analysis? : ' , L ' S
(RTR, May 2020, NA) (ICAI Study Material)
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Eco-carry bags Ltd. faces competition from paper bags and old cloth bags and falls under Threat of Substitutes force
categories in Porter’s Five Forces Model for Competitive Analysis. Paper and cloth bags are substitutes of recyclable plastic
bags as they perform the same function as plastic bags. Substitute products are a latent source of competition in an industry.
In many cases, they become a major constituent of competition. Substitute products offering a price advantage and/or
performance improvement to the consumer can drastically alter the competitive character of an industry.

Q13.

ere.ar many, companies in themarke’r offering COVID vaccine. Analyse theprodﬂct in terms of threat of new entrants. -

There are three companies offering a vaccine for COVID-19 in India and a fourth company is awaiting approval from
authorities.

This product involves huge capital requirements and hence not every existing pharma company is likely to get into the
competition. However, once approved for use, the entire world is the target market. This would lead to economies of scale
helping the company to recover the investments made. The product differentiation is in terms of the low after effect of the
vaccine and the effectiveness of the vaccine in controlling COVID-19. Brand identity is becoming very important with people
preferring international brands compared to a home-grown company. Factors like switching cost, access to distribution
channels and possibility of aggressive retaliation do not apply at present because governments across the world are
controlling these factors and the vaccine has not entered the phase of free competition.

Q14.

:Easy Access isa marketrng servrces company provrdmg consultancy to a range of business clients. Easy Acces and its'rivals
“have managed to persuade the Government to require all marketing services companies to complete a time-consuming and
‘bureaucratic regrstratron process and to comp!y with an industry code of conduct. Do you thmk that by doing this Easy Access
‘and-its rivals has an advantage in some way to ﬂght off competrtors? Explarn ,

't(RTP Nov 2021 NA) (RTP Nov 2023, NA)

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

Q15.

"'The bargalnrng power of supphers determrnes an rndustrys attractrveness and proﬂtabrlrty Di/scuss.'
: (SA May 2022 5 Marks) ;

-~

Quite often, supp!iers 100, exercise considerable bargaining power over purchasing companies. The more specialised the
offering from the supplier, greater may be its clout. Further, when the suppliers are limited in number, they may openly exhibit
their bargaining power. The bargaining power of suppliers determines the cost of raw materials and other inputs of the
industry, and therefore, an industry's attractiveness and profitability. Suppliers can influence the proﬂrabrhty of anindustry ina
number of ways. Suppliers can command bargaining power over a firm when;

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

(i) They can erect/ensure high switching costs.

(iiiy They are more concentrated than their buyers. Less suppliers, more buyers

Q16.

'Rajrv Arya is owner of an electncal apphance company that spemahzes in manufactunng of domestlc vacuum cleaners There
are four other manufacturers with similar products and sales volurne. Current rival firms also own a number of patents related
ﬁ}to the product The suppher base for procurement of raw materral isalso very iarge as there are multiple supphers

: Porters Frve Forces that may | be classrﬂed as srgnrﬂcant for the company? Explam
t,l(RT : Nok 2022 NA) (MTP2 Nov 2023 5 Marks)

The competitive rivalry will be a significant force in case of company of Rajiv Arya as all the rivals are similar in sizes and are
manufacturing similar products. It is difficult for any single manufacturer to dominate the market. Large number of patents
will make it difficult for new entrants to break into the market. Further, as there are a large number of small suppliers the
power that suppliers can exert will also be low. .

There is no information relating to substitutes and bargaining power of customers in the information given in scenario.
However, a domestic vacuum cleaner will directly compete with other options such as house maids. Availability of house
maids at low cost can significantly disturb the sales of products.
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Further, as the products are similar customers can easily shift from one company to another. This will only enhance
competitive rivalry.

The competitive rivalry will be significant in Rajiv Arya's dealing industry as all rivals are similar in sizes and manufacture
similar products, making it difficult for anyone manufacturer to dominates the market or gain market share. The large number
of patents will make it hard for new entrants to break into the market, while the fact that Rajiv Arya buys from a large number
of small suppliers suggests that supplier power is also low. Finally, there is no information relating to substitutes and
bargaining power of custormners in the information given in scenario.

Q17.

A startup company Is thinking of launching of a low cost detergent powder in the market. The markét' of the said prodij:cf is
already dominated by a big FMCG player. e : = : -
You are-advised to put forward ybur suggestions:to the management of the company to deal with the problems of ‘Entry
‘Barrier’ while launching the low cost detergent powder.

(RTR, Nov 2022, NA)

There are number of factors that can act as entry barrier for the start-up company. An FMCG, big in size, is already dominating
the market space and will act as a strong deterrent for the new start-up. The following will be some suggestions to the
management of the start-up to deal with the problem of entry barriers:

1. The company is working on producing low cost detergent. Keeping other expenses also on the lower side the management
can create price advantage that is competitive to the existing established players including the large FMCG.

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

3. The start-up needs to have strong financial strength to sustain the onslaught from the dominant FMCG and other players.
The start-up can identify sources of capital well in advance and be able to use it judiciously to their advantage.

4. The start-up should identify the customer segments that are likely to switch to the product well in advance so as 1o target
the same and generate the initial hold on the market. Once the product gets some hold and their brands get some identity, the
market can be further developed to address other customers.

5. The start-up should identify the environmental factors that go to their advantage. These may include special scheme of the
government to encourage entrepreneurs, tax holiday, low interest rates, advantages available to small and medium sized
enterprises alike.

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

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

Q18.

"Pulkit was very confident about cloud kitchen business model, and he bought three real estate spaces in very hideous
localities. Later due to government and court orders the cloud kitchens had to be only operated in a well-ventilated space,
which made his investment r,edLi’ndant. What aspect of industry competition Pulkit currently faced as a result of this situation?
(MTP2, May 2023, 5 Marks) (MTP2, Nov 2023, 5 Marks) ' St

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

different business model or exit the industry entirely.

Additionally, Pulkit may have incurred significant sunk costs in the purchase and renovation of the real estate spaces,
which can create a further exit barrier. Sunk costs refer to costs that have already been incurred and cannot be
recovered. If Pulkit has invested a significant amount of money in the real estate spaces, he may be hesitant to exit the
industry or switch to a different business model as it may mean that he has to write off the sunk costs.

Therefore, Pulkit may be facing exit barriers due to his investment in the real estate spaces, which may make it difficult
for him to adapt to the new requirements or exit the industry entirely.

Experience Curve

Q19.

Explain the concept of the experience curve and highli’ghi its relevance in strategic managemem; o
(RTP, May 2018, NA) (MTP2, Nov 2018,5 Marks) (MTP1, Nov 2020, 5 marks) (ICAI Study Material)
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Write a short note on relevance of experience curve.

OR

(MTP2, May 2018, 4 Marks)

Experience curve is similar to learning curve which explains the efficiency gained by workers through repetitive productive
work. Experience curve is based on the commonly observed phenomenon that unit costs decline as a firm accumulates
experience in terms of a cumulative volume of production,

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

Rel in Strategic M. ¢

The concept of experience curve is relevant for a number of areas in strategic management. For instance, experience curve is

considered a barrier for new firms contemplating entry in an industry. it is also used to build market share and discourage
competition.

Atypical experience curve may be depicted as follows:

A

Cost per Unit

>

Cummulative Production in Units

Comp

etitive Strategy

Q20.

sauces. While its:' products have significant market share in'the northern part of country, the sales are on decline in last couple
of years. He seeks help of a management expert who advises him to first understand the competitive landscape.

Explain the steps,to be followed by Suresh Singhania to understand Competitive landscape:- '

(RTR, May 2018, NA) (ICAI Study Material)

,S',u‘r,ﬂe"ysh Singhéniaisthe owner of an agri-hased private company in Sangrur, Pnnjab. His unit is producing puree, keichupsﬁand

OR
.Explain the steps tdunders’tand the competitive landscape?
(MTP2, May 2018, 5 Marks) ' ,
G : OR , S :
Dinesh Yadav is the owner of a beverage-based private company:in Sonipat, Haryana. His unit is producing fruit juices, cold
drinks, soda and lime. While its products have signiﬁcant market share in the northern part of country, the sales are 6n decline
in last couple of years, He seeks help of a management expert who advises him’to’ first understand the competitive

landscape. Explain the stepsto be followed by Dinesh Yadav to understand competitive landscape; -
(MTP1,May 2019, 5 Marks) ‘ G
What do you undeyr'stand by ‘Competitive Landscape'? What are the steps to understand the,ycompétitiye landscape?
(SA, May 2019, 5 Marks) (MTP1, Nov 2022, 5 Marks) o E
o i : OR :
“’Unde‘rsta‘ndingIhe'c’ompeﬁtive landscape is important to-build upon a competitive advantage': Explain.

~(SA',“July,2021,5Marks) o

Competitive landscape is a business analysis which identifies Competitors, either direct or indirect, Competitive landscape is
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about identifying and understanding the competitors and at the same time, it permits the comprehension of their vision,
mission, core values, niche market, strengths and weaknesses.

An in-depth investigation and analysis of a firm's competition allows it to assess the Competitor's strength and weaknesses in
the marketpiace and helps it to choose and implement effective strategies that will improve its competitive advantage

Steps to understand the competitive landscape

i) identify the competitor: The first step to understand the competitive landscape is 0 identify the competitors in the
firm's industry and have actual data about their respective market share.

i) Understand the competitors: Once the competitors have been identified, the strategist can use market research report,
internet, newspapers, social media, industry reports, and various other sources to understand the products and
services offered by them in different markets.

iii) Determine the strengths of the competitors: What are the strength of the competitors? What do they do well? Do they
offer great products? Do they utilize marketing in a way that cormparatively reaches out to more consumers. Why do
customers give them their business?

iv) Determine the weaknesses of the competitors: Weaknesses (and strengths) can be identified by going through
consumer reports and reviews appearing in various media. After all, consumers are often willing to give their opinions,
especially when the products or services are either great or very poor.

v) Put all of the information together: At this stage, the strategist should put together all information about competitors
and draw inference about what they are not offering and what the firm can do to fill in the gaps. The strategist can also
know the areas which need to be strengthen by the firm.

Q21. | Define key success factors (KSFs).
(RTP, Nov 2018, NA)
An industry’s key success factors (KSFs) are those things or strategic elements that affect industry members’ ability to
prosper in a market place. For a business organization within an industry, it may include, cost structure, technology,
distribution system and so on. It is correct 10 state that the KSFs help to shape whether a company will be financially and
competitively successful.

Q22. | Examine the significance of KSFs (Key Success Factors) for competitivé success.

(SA, Nov 2018, 3 Marks) (MTP1, May 2021, § Marks)

An industry’s Key Success Factors (KSFs) are those things that most affect industry members’ ability to prosper in the market
place — the particular strategy elements, product attributes, resources, competencies, competitive capabilities and business
outcornes that spell the difference between profit & loss and ultimately, between competitive success or failure. KSFs by their
very nature are so important that all firms in the industry must pay close attention to them. They are the prerequisites for
industry success, or, to put it in another way, KSFs are the rules that shape whether a company will be financially and
competitively successful.

Part lI: Correct/Incotrect Questions

Q1.

Substitutes can also exert signiﬂcanf competitive pressures.
(RTP, May 2018,NA) o :

The statement is correct.

According to porter's five forces model, a final force that can influence industry profitability is the availability of substitutes
for an industry's product. To predict profit pressure from this source, firms must search for products that perform the same,
or nearly the same, function-as their existing products.

Q2.

" Key success factors detérmihe competiti\)e spiccess. :
(RTP, May 2018, NA) : -

The statement is correct.

The purpose of identifying Key Success Factors is to make judgments about things that are more important to competitive
success and the things that are less important. To compile a list of every factor that matters even a little bit defeats the
purpose of concentrating management attention on the factors truly critical to long- term competitive success.
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Qs.

Eoo’ynomie,s of scale discourages new entrants.
(MTP1, May 2018, 2 Marks) (SA, May 2018, 2 Marks)

The statement is correct.

Economies of scale refer to the decline in the per-unit cost of production (or other activity) as volume grows. A large firm

that enjoys economies of scale can produce high volumes of goods at successively lower costs. This tends to discourage
new entrants.

Q4.

, Porters five forces model consrders new entrants as a srgmﬂcant source of competmon '
'(RTP Nov 2018 NA)

The statement is correct.

Porter's five forces model considers new entrants as major source of competition. The new capacity and product range that
the new entrants bring in throw up new competitive pressure. The bigger the new entrant, the more severe the competitive
effect. New entrants also place a limit on prices and affect the profitability of existing piayers.

Part IiL: Multlple Chorce Questlons

Q1.

KSFs stand for: - -

‘(a) Key strategrc factors :

(b) Key supervisory factors
(c) Key success factors

(d) Key sufficient factors
 (ICAI Study Material)

Correct answer: (c) Key success factors
Explanation:
KSF stands for Key Success Factors.

Q2.

The term PESTLE analy3|s is used to describe a framework for analyzing:
f(a) Macro Environment.

‘(b) Micro Environment ,

,(c) Both Macro and Micro Envrronment

-(d) None of above :
‘ (ICAr Study Material)

Correct answer: (a) Macro Environment
Explanation:
The term PESTLE analysis is often used to describe a framework for analysis of macro environmental factors.

Q3.

What is not one of Michael Porters five competmve forces?
(@)! New entrants :
(b) Rlvalry among existing firms

(© Bargaining power of unions
’,(d) Bargamlng power of supphers
,(ICAI Study Materlal)

Correct answer: (c) Bargaining power of unions
Explanation: o

Michael Porter's five competitive forces are Threat of new entrants, Bargaining power of customers, Bargaining power of
suppliers, Rivalry among current players, Threats from substitutes

Q4.

.Whrch of the fol!owmg constrtute Demographrc Envrronment?
jﬁ(a) Nature of economy ie. capltahsm socialism, Mlxed
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(b) Slze composmon drstnbutron of populatton sex ratro
(c) Foreign trade policy of Government

(d) Economic policy i.e. fiscal and monetary policy of Government :
(ICAI Study Materral) ' i

Correct answer: (b) Size, composition, distribution of population, sex ratio
Explanation:

Demographics are the characteristics of a population and therefore considers factors such as race, age, income, education,
possession of assets, job position, religion, etc.

Q5.

, (a) Soc:lety

,y(c) Competitors

All are elements of Macro envrronment except

(b) Govemment

(d)Tecthlogv. 1
(ICAI Study Material) .

Correct answer: {c) Competitors

Q6.

‘The emphasrs on product deSIgn is very hlgh the. mtensrty of competmon is |ow and the market growth rate IS low 'n’the

stage of the industry hfe cycle.
(a) Matunty '

(b) Introduction

(c )Growth

(d) Declme ' ~
(Sample MCQs) (ICAI Study Material)

Correct answer: (b) Introduction
Explanation:

In introduction stage, competition ts almost negligible, prices are relatively high and market is limited. The growth in sales is
at a lower rate. )

Q7.

Competrtrve Iandscape requxres the apphcatron of-
(a) Competmve advantage

(b) Competltlve strategy

(c) Competitive acumen

(d) Competitive mtelhgence

(Sample MCQs) (MTP1, Nov 201 9, 1 Mark) (ICAI Study Materral)

Correct answer: (d) Competitive intelligence
Explanation:

Understanding of competitive landscape requires the application of Competitive intelligence

Q8.

(d) Al of the above

Attractlveness of ﬁrms whrle conductmg mdustry analysrs should be seen in-
(a) Relative terms L ,

(b) Absolute terms, i
() Co‘m'parative terms o

(Sample MCQs) (ICAl Study Materlal)

Correct answer: (a) Relative terms
Explanation:
Attractiveness is relative.

Q9.

,‘Cu’stomer’Analysis’,a’n'd'"Mark,et Analvsijs’ are the part of-
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’(b) Strategy identification and selection

(d) None of the above
(Sample MCQs) -

(a) Internal analysis

(c) External Analysis

Correct answer: (c) External Analysis
Explanation:
External analysis includes Customer analysis, Competitor analysis, Market analysis and environmental analysis.

Q10.

‘Determinants Analysis' falls in the purview of? -
-(a) External competitive Strategy analysis
j‘(b) Intemal competmve strategy analy81s
(c) Strateglc nsk ~

'{ (Sample MCQs)' -

Correct answer: (a) External competitive strategy analysis

Q11.

't;Accordmg to Porter what is usually the most powerful of the ﬁve competmve forces? o
(a) Rivalry among existing firms . , e

- (c) Bargammg power of buyers and supphers :
;(d) Potential entry of new compe’utors y
[(Sample MCQs) '

(b) Potent:al development of subsﬁiute products ,

Correct answer: (a) Rivalry among existing firms
Explanation:

The most powerful of the five competitive forces is Rivalry among existing firms i.e competition. Competitors influence
strategic decisions at different strategic levels.

Q12.

'_Competmve nvalry has the most effect on the ﬁrms
(a) Business level - ' . '
(b) Corporate level

(¢) Functional level

(sample MCQs)

- ﬁyst’;ategieé than:,the” ﬁrmfs~"oihe'r":st'rategies1 '

d All of these

Correct answer: (a) Business level
Explanation:

Business level strategy is concerned with a firm's position in the industry, in relation to its competitors and to the five forces
of competition.

Q13.

()] Competmve nvalry w:ll mtensnfy

"':(RTP May 2‘019"NA)

'What thl happen in case many new businesses enter a market'?

{a) Barriers. to entry will rise;

Correct answer: (b) Competitive rivalry will intensify
Explanation:

New entrants are always a powerful source of competition. The bigger the new entrant, the more severe the competitive
effect.
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Q14.

(d) Competitors. '
",(MTPZ May 2019 1 Mark)

‘Which of the followmg is not part of external anaIySIS
(a) Customer segments. '
(b) Organizational constramts

(c) Entry barriers.

Correct answer: (b) Organizational constraints
Explanation:

External analysis includes:

Customer analysis: Segments, motivations, unmet needs
Competitor analysis: Performance, objectives

Market analysis: Size, growth, éntry barriers
Environmental analysis: Government, economic, cultural

Q1s.

”'Durmg whnch stage of the Product Llfe Cycle wnl marketmg strategles need to concentrate on dlfferentnatmg a product from
“competing products, butldmg brand loyalty and offenng mcenuves to attract Compe’utors customers 10 swnch? i

-(a) Decline - :
:{,(b) Growth
(©) Maturity o
(@) Introduction

(Msz 'Nov 2021 2 Marks)

Correct answer: (c) Maturity

Q16.

',RaJu started a samosa sta “n a loca| market and the extsung momos and bhelpun stal! ownars started crea’ung problems for'
_him. This is an example of ‘ , o , - L o

(@ Bargaining power of supphers
(b) Threat of new entrants

(©) Substitute products

(d) Nature of rivalry in |ndus’try

', (RTP May 2023 NA)

Correct answer : (b) Threat of new entrants.
Explanation:
Since new entrants can affect the profitability of existing players, they are creating a problem for him.

Q17.

|magme you are tasked WIth analyzmg the competmve Iandscape for a new product launch In this context, WhICh of the
followung factors is not relevantto understanding the competmve landscape? :

(8) Identifying the competitor
® Understanding the customer j S
(C) Determmmg the strength of the competutors r
(d) Determining the weakness of the competttors
(MTP1 Nov 2023,2 Marks) o

Correct answer : (b) Understanding the customer
Explanation:
Competitive landscape is used to identify and understand competitors not customers.
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Chapter 3 - Strategic Analysis : internal Environment

Part | : Descriptive Questions

Analysmg Industry and Markets - Strategac Group Mappmg
o e

, : nerjee is. head of marketmg department of ‘a manufacturing company 'HIS compc
'thlrteen companies at natlonal level He wishes to study the market posmons of 'val comp anies by gros
,posmons - e

Name the tool that may be used by Mr. Banerjee’? Explam the procedure that may be used to nmplemant the techmque .
(MTP1, May 2018,5 Marks) (ICAI Study Material)’ : : , o ;

OR : ey oy
A manufactunng company is in direct competition with fifteen companies at natlonal level. Head of marke mgrdép'al’tme,nt of
_this company wishes to study the market position of rival companies by grouping themiinto li : ‘that
-may be used by hrm/her Explain the procedure that may be used to lmplement the techmques
_(SA July 2021, 5 Marks) ' , i

: Ry OR , e .
What isa Strateglc Group7 Discuss the procedure for constructing a strategic group map.
f(RTP May 2019, NA) (MTP2, May 2021, 5 Marks) (MTP2 May 2022 5 Marks)

A tool to identify the market positions of rival companies by grouping them into like positions is Strategic Group Mapping. A
strategic group consists of those rival firms which have similar competitive approaches and positions in the market.

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

follows:

1. identify the competitive characteristics that differentiate firms in the industry typical variables that are price/quality range
(high, medium, low); geographic coverage (local, regional, national, global); degree of vertical integration (none, partial,
full); productine breadth (wide, narrow); use of distribution channels (one, some, all); and degree of service offered
(no-frills, limited, full).

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

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

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

total industry sales revenues. ,

w

Product/ Services

Q2. What are the objectives that must be kept in mind while des;gnmg a pncmg strategy of anew product”
(RTP,Nov 2018, NA) (MTP1 Nov 2021, 5 Marks) (RTP May 2023 NA) e

For a new product pricing strategies for entering a market needs to be designed. In pricing a really new product at least three
objectives must be kept in mind.

)] Making the product acceptable to the customers.
i) Producing a reasonable margin over cost.
iii) Achieving a market that helps in developing market share.

Q3. ’Dlstmgmsh between soc;al marketmg and service marketmg :
(SA, May 2018 5 Marks) (MTP1 Nov 2022, 5 Marks) (RTR Nov 2023 NA)

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

Social Marketing refers to the design, implementation, and control of programs seeking to increase the acceptability of a
social ideas, cause, or practice among a target group. For instance, the publicity campaign for prohibition of smoking or ’
encouraging giri child, etc.

S
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estion Bank - Chapte

ervice is an
On the other hand, service marketitg is applying the concepts, tools, and techniques, of markeh:g stl?u :;r‘#t?:esmay e fron):
activity or benefit that one party can offer to another that is essentially intangible and non-p
business to consumer and from business to business.

Q4. 'Deﬁne Augmented Marketmg Gwe two examples
',(SA Nov 201 8, 2 Marks)

—— , SO ots that
Augmented Marketing is provision of additional customer services and benefits built around jche core ande??u;&g:oi?;ovative
relate to introduction of hitech services like movies on demand, online computer Fepac'{rl se;;lces, '

offerings provide a set of benefits that promise to elevate customer service to unprecedented levels.

Core competence
5. | Ex fcore competencies.
tion
A core competence is a unique strength of an organization which may hot be shared by others. It is cri‘eﬁr;e:laaz1 ;ﬁger:‘;:l; e
of skills and techniques rather than individual skill or separate technique. Core competencies are t f[)hse cor&petency should
critical to a business achieving competitive advantage. In order to qualify as a core competence,
differentiate the business from any other similar businesses.
ms to
Q6. Value for Money isa Ieadmg retaul cham on account of nts ablhty to operate |ts busmess at Iow C?S:‘S Th:’ fﬁ;‘:}':t(;h:g;] taelve o
further strengthen its: top position in the retail-industry. Marshal, the CEO of the retail cham Is of the vie
~goals they should focus on lowering the costs of procurement of PFOdUCtS
nghhght and explam the core competence of the 'Value for Money' retall cham
(RTP Nov 2018 NA) (ICAI Study Matenal) o - :
: her
g Speed, ' a !eadlng retan cham, on account of |ts abnhty to Opefate its bUS'neSS at IOW costs. The mta'l tc'? a;ls:gseizéu;m
strengthen lts top. posmon in the retail mdustry The Chief executive of the retail chain is of the VIewt a Oetence of the retall :
they should focus on Iowermg the costs of procurement of products nghhght and explam the core comp
chain; ' : ‘
(MTP2 May 2019 5 Marks) (RTP Nov 2020 NA) -
tion
A core competence is a unique strength of an organization which may not be shared by others. It is clijeﬂnegaaz;l?g:;a?; are
of skills and techniques rather than individual skill or separate technique. Core competencies are t f[):e con)w stency should
critical to a business achieving competitive advantage. In order to qualify as a core competencehatzVer ItdeGS ‘s highly
differentiate the business from any other similar businesses. A core competency for a firm is w
beneficial to the organisation. ] d
Value for Money' is the leader on account of its ability to keep costs low. The cost advantage that Va:;:z fccg’szllosniznczg
created for itself has allowed the retailer to price goods lower than competitors. The core competlencytlr:\ Iovlv rofit margin.
from the company’s ability to generate large sales volume, allowing the company to remain profitable wi p
Id to
Q7. ROhlt Patel is having a small chemlst shop.in the central part:of Ahmedabad What kind Of competenCIes ROhlt C?h bm,
gain competitive advantage over onhne medlcme sellers’{
(RTE, May 2019, NA) (ICAI Study Materlal)
as
Capabilities that are valuable, rare, costly to imitate, and non-substitutable are core competencies. A smaltl Ch:::f:);l;)ﬁirwe
a local presence and functions within a limited geographical area. Still it can build its own competencies to g
advantage.
Rohit Patel can build competencies in the areas of:
() Developing personal and cordial relations with the customers.
(i) Providing home delivery with no additional cost. ) o .
(iii) Developing a system of speedy delivery that can be difficult to match by online sellers. Being in central part of city, he can
create a network to supply at wider locations in the city.
(iv) Having extended working hours for convenience of buyers. . . o
(v) Providing easy credit or a system of monthly payments to the patients consuming regular medicines.

3.2
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Q8. Major core: competen(:ies are ldentlﬁed m three areas compe’mor d|fferentlat|on customer value and apphcat:on to other
markets: Discuss.* = : , . S

(RTF: Nov 2019, NA) o
o , _OR

Core competencnes provide an edge to a busmess over its compet:tors
(RTP Nov 2021, NA) . :

Core competencie brbVidé anedgetoab
‘major.core competenmes are ldentnﬂed
(SA, Jan 2021 5 Marks)

: es’g;qur' its“com'peﬁtdyrs. D|scuss A,lksok,.bri‘eﬁﬂv's’ta’tethe thre

A core competence is a unique strength of an organization which may not be shared by others, Core competencies are those
capabilities that are critical to a business achieving competitive advantage. In order to qualify as a core competence, the
competency should differentiate the business from any other similar businesses. An organization’s combination of
technological and managerial know-how, wisdom and experience are a complex set of capabilities and resources that can
lead to a competitive advantage compared to a competitor.

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

1. Competitor differentiation: The Company can consider having a core competence if the competence is unique and it is
difficult for competitors to imitate. This can provide a company an edge compared to competitors. It allows the company to
provide better products and services to market with no fear that competitors can copy it.

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

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

Thus, a core competence is a unigque set of skills and expertise, which will be used throughout the orgamsatlon to open up
potential markets to be exploited.

Q9. "Capablhtles that are valuable rare costly 10 lmltate,
criteria of sustamable competmve advantage that ﬂrms can use to determme those capabl i
. (RTP May 2020, NA) " , , : L

,There are four specnﬂc criteria of sustamable competmve advantage that ﬂrms can useyto etnrmln those ' apabmtles ;that‘f
‘are known as core competenmes Explaln ; ; ~
:(SA May 2022 5 Marks) S

7

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

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

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

ii) Rare: Core competencies are very rare capabnhtles and very few of the competitors possess this. Capabilities
possessed by many rivals are unlikely to be sources of competitive advantage for any one of them. Competitive
advantage results only when firms develop and exploit valuable capabilities that differ from those shared with
competitors.

iii) Costly to imitate: Costly to imitate means such capabilities that competing firms are unable to develop easily. For
example: Intel has enjeyed a first-mover advantage more than once because of its rare fast R&D cycle time capability
that brought SRAM and DRAM integrated circuit technology, and brought microprocessors to market well ahead of the
competitor. The product could be imitated in due course of time, but it was much more difficult to imitate the R&D
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cycle time capability.

iv) Non-substitutable: Capabilities that do not have strategic equivalents are called non- substitutable capabilities. This
final criterion for a capability to be a source of competitive advantage is that there must be no strategically equivalent
valuable resources that are themselves either not rare or imitable.

Competitive advantage

Q10.

Explain competitive advantage.

(MTP1, May 2018, 2 Marks) (SA, May 2018, 2 Marks) (MTP2, Nov 2018, 3 Marks) (MTP1, May 2020, 5 Marks)

Competitive advantage is the position of a firm to maintain and sustain a favorable market position when compared to the
competitors. Competitive advantage is ability to offer buyers something different and thereby providing more value for the
money. It is the result of a successful strategy. This position gets translated. into higher market share, higher profits when
compared to those that are obtained by competitors operating in the same industry. Competitive advantage may also be in the
form of low cost relationship in the industry or being unique in the industry along dimensions that are widely valued by the
customers in particular and the society at large.

Q1.

Telecom industry is growing at a rapid speed in India. There is a cut throat competition among the service providers in the
industry. Identify the capabilities that will best serve as a source of competitive advantage for a firm over its rivals?
(MTP1, Nov 2019, 5 Marks) (MTP2, May 2022, 5 Marks) (ICAl Study Mat) - . L '

Core competencies are capabilities that serve as a source of competitive advantage for a firm over its rivals. Core
competency as the collective learning in the organization, especially coordinating diverse production skills and integrating
multiple streams of technologies. An organization's combination of technological and managerial know-how, wisdom and
experience are a complex set of capabilities and resources that can lead to a competitive advantage compared to a
competitor. .

Qi2.

| (SA, Jan 2021, 5 Marks) (ICAI Study Material)

. Mo:h':a'n hag fjdined'a_s the new CEO of XYZ Corporation and aims to make it a dominant technology company in the next five
-years. He aims to develop competencies for managers for achieving better performance and a competitive advantage for XYZ
Corporation. Mohan is well aware of the importance of resources and capabilities in generating competitive advantage,

Discuss the four major characteristics of resources and capabilities required by XYZ Corporation'to'sustain the cb’mpetiﬁve\
advantage and its ability to earn profits from it. 9 '

OR

‘The susﬁaiﬁabﬂiwt Of,"CQmp’eﬁﬁ\,’/e advantage and a firm's ability toearn profits-from its competitive'advantége dépehds'fon
characteristics ofﬁreSOurces~ﬁand,'capabilities’f. Explain this statement. - L s

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

The sustainability of competitive advantage and a firm’s ability to earn profits from it depends, to a great extent, upon four
major characteristics of resources and capabilities which are as follows:

)] Durability: The period over which a competitive advantage is sustained depends in part on the rate at which a firm's
resources and capabilities deteriorate. In industries where the rate of product innovation is fast, product patents are
quite likely to become obsolete. Similatly, capabilities which are the result of the management expertise of the CEQ
are also vulnerable 1o his or her retirement or departure. On the other hand, many consumer brand names have a
highly durable appeal.

i) Transferability: Even if the resources and capabilities on which a competitive advantage is based are durable, it is
likely to be eroded by competition from rivals. The ability of rivals to attack position of competitive advantage relies
on their gaining access to the necessary resources and capabilities. The easier it is to transfer resources and
capabilities between companies, the less sustainable will be the competitive advantage which is based on them.

i) Imitability: If resources and capabilities cannot be purchased by a would-be imitator, then they must bebuilt from
scratch. How easily and quickly can the competitors build the resources and capabilities on which a firm's
competitive advantage is based? This is the true test of imitability. Where capabilities require networks of
organizational routines, whose effectiveness depends on the corporate culture, imitation is difficult.
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iv) Appropriability: Appropriability refers to the ability of the firm's owners to appropriate the returns on its resource

base. Even where resources and capabilities are capable of offering sustainable advantage, there is an issue as to
who receives the returns on these resources.

SWOT analysis

,extend s;mllar format in other sports as weII He wxshesfto know how the deve opment is

(ICAI Study Matenal)

industries it will offer opportunmes and threats g

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

e Stadia.

e Manufacturers of sports goods.

e Media Industry — Sports channels / television, advertisers.

e Hotel Industry linking events with their offerings.
Threats

e Entertainment industry engaged in TV serials, cinema theatres, Entertainment theme parks as competitors will be
fighting for the same viewers/target customers.

e  Event Management organization engaged in non-sports events.

Q14.

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

Q15.

An important component of strategic thinking requires the generation of a series of strategic alternatives, or choices of future
strategies to pursue, given the company’s internal strengths and weaknesses and its external opportunities and threats. The
comparison of strengths, weaknesses, opportunities, and threats is normally referred to as SWOT analysis.

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

(b) Weakness: A weakness is an inherent limitation or constraint of the organisation which creates strategic disadvantage to
it.

(c) Opportunity: An opportunity is a favourable condition in the external environment which enables it to strengthen its
position.
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d) Threat: An unfav . . . N
E)o)sition Ourable condition in the external environment which causes a risk for, or damage to the organisation’s

SWOT analysis helps Mana
advantage in its industr
company's chances of sy

@

(3

@

gers to craft a business model (or models) that will allow a company to gain a competitive
y‘(f)r industries). Competitive advantage leads to increased profitability, and this maximizes a
I . TViving in the fast-changing, competitive environment. Key reasons for SWOT analyses are:

t provides a logical framework

It presents a Comparative account.

It guide fet
guides the strategist in strategy identification.

Q16.

STU's Association with Ind
_spreading over multiple st
playing an active rofe in the
company should consider.

\ o

18 goes back 'ton'1967,iwheh_it' played a kkey'f',r,ol’e, in,constructihg,a very long. highway in India
te’s. S’ince';then,'it is contributing in many ways to the country's growth story: Now: it is looking at
key projects taken up by the central government. Suggest a few opportunities and Threats that the

Faced with a constantly ch
trends and developments, v
weakness inthe b
STU is looking at playin
opportunities and threat

Potential STU's Opportunities.

(SA, Dec 2021, 5 Marks)

]

g

e @ ©

anfz‘ling environment, each business unit needs to develop a marketing information system to track
ackar hich can be categorized as an opportunity or a threat. The company has to review its strength and
ground of environment's opportunities and threat, i.e., an organization’s SWOT analysis.

sgt an active role in the key projects taken up by the central government. Following are the potential
6 STU:

Alliances or joint y

capability entures with central government that expand the STU's market coverage or boost its competitive

zz;svsi'nbg”:':ji::;‘::rking on the future projects ?f c.entral government.i

Utilizing existin Customer gfroups or expanding into new geographic markgts.

Openings to takge Company skills or technological know-how to enter new projects.
Market share away from rivals.

Openin .
I PENINGs 1o exploit emerging new technologies.
ntegrating forward or hackward

Potential STU's Threats:

Due to COVID- .
Economic f 19 Pandemic, companies can have face the lockdown cituation.
C Tactors gych as recession etc.

'II_'Z(::\):\:;]:Y of Potent new competitors.

ic . _ ' .

Costl gical changes/innovations in construction equipment.
Y 8w regulatory requirements.

Growi L
Vuc;l::ngbfa?rgammg power of suppliers.
rability to industry driving forces.

Michael Porter’s Generic S

Q17.

Wiite a short note on Adyg
(RTP, May201 8,NA) (MTp Nov

trategies

tages of Cost leadership strategy.

2018, 5 Marks)

A cost leadership strate
products, and buyers' p
Rivalry ~ Competj
competitors Compete g
Buyers — Powerfy bu

033’ may help to remain profitable in the presence of rivalry, new entrants, suppliers’ power, substitute
er.

tors are likely to avoid a price war, since the low cost firm will continue to earn profits after
way their profits.

product. yers/customers would not be able to exploit the cost leader firm and will continue to buy its
Suppliers - Cog ‘

Entrants — Lowt leaders are able to absorb greater price increases before it must raise price to customers.

costs. Cost leaders create barriers to market entry through its continuous focus on efficiency and reducing

it
T RO PR———
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v)  Substitutes ~ Low cost leaders are more likely to lower costs to induce customers to stay with their product, invest to
develop substitutes, purchase patents.

Q18.

';Alrlmes mdustry in Indla |s hxghly competitive WIth several players. Businesses face severe competition: and aggress;vely‘
- market: themselves wath each other. Luxury Jetis a pnvate Delhi based company with & fleet size of 9 small aircrafts. with
”seatmg capacnty rangmg between 6 seats 09 seats. There aircrafts are chartered by big business houses and high net worth

Cl stomlsed tounsm packages their alrcrafts are also often hired by foreigners.

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

Luxury Jet compete in the riiarket based on uniqueness and target a narrow market which provides business houses, high net
worth individuals to maintain strict schedules. The option of charter flights provided several advantages including, flexibility,
privacy, luxury and many a times cost saving. Apart from conveniences, the facility will provide time flexibility. Travelling by
private jet is the most cornfortable, safe and secure way of flying your company’s senior business persornnel.

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

Q19.

,-"Dlstmgutsh between cost leadershtp and differentiation. strategxes

,,(MTP1 May 2(
 , Marks) (ICAI Study Mat)

8,5 Marks) (RTP Nov 2018 NA) (MTP‘I May 2020 5 Marks) (RTP Nov 2020, NA) (MTP1 Nov 2020 5

Cost leadership emphasizes producing standardized products at a very low per-unit cost for consumers who are
price-sensitive. Differentiation is a strategy aimed at producing products and services considered unique industry wide and
directed at consumers who are relatively price - insensitive.

A primary reason for pursuing forward, backward, and horizontal integration strategies is to gain cost leadership benefits. But
cost leadership generally must be pursued in conjunction with differentiation. Different strategies offer different degrees of
differentiation. A differentiation strategy should be pursued only after a careful study of buyers’ needs and preferences to
determine the feasibility of incorporating one or more differentiating features into a unique product. A successful
differentiation strategy allows a firm to charge a higher price for its product and to gain customer loyalty.

Q20.

Differentiation strategy is aimed at broad mass market and involves the creation of a product or service that is perceived by
the customers as unique. The uniqueness can be associated with product design, brand image, features, technology, dealer
network or customer service. Because of differentiation, the business can charge a premium for its product.

Differentiation strategy should be pursued only after a careful study of buyers’ needs and preferences to determine the
feasibility of incorporating one or more differentiating features into a unique product that features the desired attributes.

To achieve differentiation, following measures can be adopted by an organization:
1. Offer utility for the customers and match the products with their tastes and preferences.
Elevate the performance of the product.
Offer the promise of high quality product/service for buyer satisfaction.
Rapid product innovation.
Taking steps for enhancing image and its brand value.
Fixing product prices based on the unique features of the product and buying capacity of the customer.

S ol

Q21.

,Explam the meanmg of cost leadershlp strategy
i(RTP Nov 2018 NA)

A number of cost elements affect the relative atiractiveness of generic strategies. A successful cost leadership strategy
usually permeates the entire firm, as evidenced by high efficiency, low overhead cost, and waste reduction. The low cost
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leadership should be such that no competitors are able to imitate so that it can result in sustainable competitive advantage
to the cost leader firm.

Q22.

Gennex is a company that designs, manufactures and sells computer hardware and software. Gennex is well known I;or, ltg
innovative products that has helped the company. to -have advantage over its competitgrs. It also spends on res.eag; ,a!jth
development and concerned with innovative softwares. Often the unique features of their product, that are not available with.
their competitors helps them to gain competitive advantage. Gennex using the strategy is consistently gainin

the industry over its competitors. , , e S Fi
Identify and explain the Porter's generic strategy which Gennex has opted to gain the competitive advantage.
(RTP, Nov 2018, NA) (MTP2, May 2019, 5 Marks) (ICAI Study Material)

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

Gennex has opted differentiation strategy. Its products are designed and produced to give thg customer. value.and qu}ahty.
They are unique and serve specific customer needs that are not met by other companies in the industry. nghly dllfferentlated
and unique hardware and software enables Gennex to charge premium prices for its products hence making higher profits
and maintain its competitive position in the market.

Differentiation strategy is aimed at broad mass market and involves the creation of a product or service that is perceived by

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

Q23.

Sohan and Ramesh are two friends who are partners in their business of making biscuits. Sohan believe in making profits
through selling more volume of products. Hence, he believes in charging lesser price to the customers‘. Ramesh, however of
the opinion that higher price should be charged to create an image of exclusivity and for this, he proposes that the product to
undergo some change. ' o '

Analyse the nature of generic strategy used by Sohan and Ramesh.

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

Considering the generic strategies of Porter there are three different bases: cost leadership, differen’tiatiqn and focus. Sohan
and Ramesh are contemplating pricing for their product.

Sohan is trying to have a low price and high volume are thereby trying for cost Ieadership.‘Cost leadership emphagizes
producing standardised products at a very low per unit cost for consumers who are price sensitive. .

Ramesh desires to create perceived value for the product and charge higher prices. He is trying to adopt differentiatiohn.
Differentiation is aimed at producing products and services considered unique industry wide and directed at.consumers who
are relatively price insensitive.

Q24.

What do you understand by cost leadership? How is it achieved?
(RTP, May 2019, NA)

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

Cost leadership is a low cost competitive strategy that aims at broad mass market. It requirgs vigorous pursuit of co§t
reduction in the areas of procurement, production, storage and distribution of product or service and alsq economxgs in
overhead costs. Because of its lower costs, the cost leader is able to charge a lower price for its products than its competl'tors
and still make satisfactory profits. A primary reason for pursuing forward, backward, and horizonta_l integration strategies is to
gain cost leadership benefits.

A successful cost leadership strategy usually permeates the entire firm, as evidenced by high efficiency, low overhead, limited
perks, intolerance of waste, intensive screening of budget requests, wide spans of control, rewards linked to cost con.tamment,
and broad employee participation in cost control efforts. Some risks of pursuing cost leadership are that competitors may
imitate the strategy.

To achieve cost leadership, following are the actions that could be taken:

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

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

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

d) Standardisation of products for mass production to yield lower cost per unit.

e) Investin cost saving technologies and try using advance technology for smart working.

f)  Resistance to differentiation il j; becomes essential.
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Q2s.

, Infant careisa successful store chain that caters products for expectant mothers and new moms: They offer everything from

nursing classes 1o strollers; toys infant clothes, diapers and baby furniture. Due to a one-stop shop for infants, they are’
charging a premium for its products. Identify and explain how the strategy adopted by infant care.

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

Infant care is opting for differentiation strateqy. A one-stop shop is a benefit for this type of customers, seeking convenience

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

differentiation, the Infant care is charging a premium for its product.

Q26.

A century—old footwear company "Mota Shoes” had an image of being the footwear choice for formal occasions.: ln any

‘attempt to reinvent its brand, it tied up with a forergn footwear giant “Buffrine” to manufacture and sell its Hideseek brand in
‘the country. Putting its bést foot forward, it launched extra soft, casual and relaxed footwear for young. Aiming at a brand and
Jimage makeoy

er the “Mota Shoes" decided to price the Hide Seek products at premium. What kmd of Mrchael Porter busrness

| strategy ing used by “Mota Shoe company"7 State its advantages

;,'(RT Nov 2019 NA) (rcm Study Matenal)

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

A differentiation strategy has definite advantages as it may help to remain profitable even with rivalry, new entrants, suppliers’
power, substitute products, and buyers’ power.

i) Rivalry: Brand loyalty acts as a safeguard against competitors. It means that customers will be less sensitive to
price increases, as long as the firm can satisfy the needs of its customers.

i) Buyers: They do not negotiate for price as they get special features and also they have fewer options in the market.

iii) Suppliers: Because differentiators charge a premium price, they can afford to absorb higher costs of supplies and
customers are willing to pay extra too.

iv) New entrants: Innovative features are expensive to copy. So, new entrants generaHy avoid these features because it
is tough for them to provide the same product with special features at a comparable price.

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

Q27.

"Coffee Beans isa coffeehouse chaln that operates’ across the globe-in drfferent gountries. 'Coffee Beans' has adopted a
*strategy to. burld busmess by establishing product uniqueness or qualities and gain competrtrve advéntage based on features
ofits offerrngs in coffee busmess Which type of strategy ‘Coffee Beans' has adopted?

:(MTP1 Nov 2019 5 Marks)

Coffee Beans is opting for differentiation strategy. This strategy is aimed at broad mass market and involves the creation of a
product or service that is perceived by the customers as unique. The uniqueness can be associated with product design,
brand image, features, technology, dealer network or customer service. Because of differentiation, Coffee Beans can charge a
premium for its product.

Q28.

A drfferentlatton strategy may help to remarn proﬂtable even with rivalry, new entrants, supplrers power, substitute products,
and buyers power. Explain.

(RTP, May 2020, NA)

A differentiation strategy may help to remain profitable even with: rivalry, new entrants, suppliers’ power, substitute products,
and buyers’ power.
1. Rivalry - Brand loyalty acts as a safeguard against competitors. it means that customers wiil be less sensitive to price
increases, as long as the firm can satisfy the needs of its customers.
2. Buyers ~ They do not negotiate for price as they get special features and also they have fewer options in the market.
3. Suppliers - Because differentiators charge a premium price, they can afford to absorb higher costs of supplies and
customers are willing to pay extra too.
4. Entrants ~ Innovative features are an expensive offer. So, new entrants generally avoid these features because it is
tough for them to provide the same product with special features at a comparable price.
5. Substitutes ~ Substitute products can’t replace differentiated products which have high brand value and enjoy customer
loyalty.
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Q29.

products have proved profitable for the company. identify the strategy employed by the company ABC Ld. and mention What_:
-Mmeasures couldbeadoptedbyﬁ't,he,c,ompany;to aChi’ev’eﬁjt,heﬁempIded Stkr,ategy;;' -

ABC Ltd. is a beverage manufacturing company. It chiefly manufactures soft drinks. The products are priced onfthe,lqwe‘rg,side;,
which has made the company a leader in the business. Currently it is holding 35 percent market share. The R &D of company
developed a formula for manufacturing sugar free beverages, On successful trial and approval by the competenfc a,utho’rme,s,f_
company was granted to manufacture sugar free beverages. This. company is the: pioneer to launch sugar free beverages

which are sold at a relatively higher price. This new product has been accepted widely by a class of 'cu‘sto'mersf These

(SA, Nov 2020, 5 Marks)

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

ABC Ltd. has opted Differentiation Strategy. The company has invested huge amount in R & D and developed a formula for
manufacturing sugar free beverages to give the customer value and quality. They are pioneer and serve specific customer
needs that are not met by other companies in the industry. The new product has been accepted by a class of customers.
Differentiated and unique sugar free beverages e able ABC Ltd. to charge relatively. higher price for its products hence
making higher profits and maintain its competitive position in the market.

Sugar free beverage of ABC Ltd. is being accepted widely by a class of customers. Differentiation strategy is aimed at broad
mass market and involves the creation of a product or service that is perceived by the customers as unique. The uniqueness
can be associated with product design, brand image, features, technology, and dealer network or customer service.

Achieving Differentiation Strategy
To achieve differentiation, following strategies are generally adopted by an organization:
1. Offer utility to the customers and match products with their tastes and preferences.
Elevate/Improve performance of the product.
Offer the high-quality product/service for buyer satisfaction.
Rapid product innovation to keep up with dynamic environment.
Taking steps for enhancing brand image and brand value.
Fixing product prices based on the unique features of product and buying capacity of the customer.

o vk wN

Q30.

Spacetek Pvt. Ltd. is an IT company. Although there is cut throat competition in the IT sector; Spaqetek deals with distinctive
niche clients and is generating. high efficiencies for serving such.niche market. Other rival: firms are not attempting to
specialize:in the same target market. Identify the strategy adopted by Spacetek Pvt. Ltd. and also explain'the advantages and
disadvantages of that strategy. , , , : L P g

(SA, Jan 2021, 5 Marks) (MTP1, Nov. 2021, 5 Marks)

Spacetek Pvt. Ltd. company has adopted Focus strategy which is one of the Michael Porter’s Generic strategies. Focus
strategies are most effective when consumers have distinctive preferences or requirements and when rival firms are not
attempting to specialize in the same target segment. An organization using a focus strategy may concentrate on a particular
group of customers, geographic markets, or on particular product-line segments in order to serve a well-defined but narrow
market better than competitors who serve a broader market.

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

2. Due to the tremendous expertise about the goods and services that organizations following focus strategy offer, rivals
and new entrants may find it difficult to compete.

Disadvantages of Focus Strategy
1. The firms lacking in distinctive competencies may not be ablev to pursue focus strategy.
2. Due to the limited demand of product/services, costs are high which can cause problems.

3. In the long run, the niche could disappear or be taken over.by larger competitors by acquiring the same distinctive
competencies.

Q31.

X-Clympus is a gaming software company specializing in developing games for ZBox and GameStation-4. The company is
facing stiff competition due to saturation of market and price wars, which has excessively favor and highlight their
dependence on gaming console manufacturers. Thereby, the company desires 1o establish a competitive advantage over
industry. rivals by enhancing the gaming experience by expanding into, Edge-Cloud Gaming Service on'a monthly:subscription
basis. This service offering does not require dedicated gaming consoles yet provide customers game streaming in 4K
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resolutron with an ample range of games to select from. Thls move is expected to insulate X-Olympus from price wars and
, provrde a competttrve advantage: Identify and explain the generic strategres adopted by X-Olympus?

,t(MTP1 May 2021, 5Marks)

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

X-Olympus is facing cutthroat competition due to saturation of market and price wars as there is no clear leader out of the
numerous competitors. For this, the strategy adopted by X-Olympus is Product Differentiation by introducing a unique product
1o cater the customer needs at a lesser cost which would insulate it from the fierce competition and hever-ending price wars.

Q32.

Explam in bnef the various baS|s of drfferentratron strategy.
'(RTP Nov 2021 NA) (MTP1 May 2023, 5 Marks) (RTP Nov 2023, NA)

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

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

Pricing: It ﬂuctuates based on its supply and demand and may also be influenced by the customer’s ideal value for a product.
Companies that differentiate based on product price can either determine to offer the lowest price or can attempt to establish
superiority through higher prices.

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

Q33.

\ AV is a busmess whrch makes and sells laptop computers in France Inrecent years it has been struggllng to compete
; its 'rrvals and. has seen a srgmﬁcant fall in its market share, BHAVNAVs managers identify that majority of its products
,launched by BHAVNAV's rivals were high specrﬁcatron with good qualrty materials and many innovative design features.
Products with inferior quality, such as those sold by BHAVNAV have not sold well in France. This information led BHAVNAVs
‘management ‘team to decide to  select’ a new business strategy based on Porter’s Generrc Strategrc Model Identrfy and
suggest the best busmess strategy BHAVNAV s management has to opt for’7 ' R Ly

,,(MTPZ Nov 2021,5 Marks)

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

The information about competitor activities indicates that the market is uninterested in low-cost items, so a cost leadership
approach is unlikely to be successful for BHAVNAV. It is suggested to adopt a differentiation strategy and find some way of
enabling its laptops to stand out from its rivals.

Differentiation strategy is aimed at broad mass market and involves the creation of a product or service that is perceived by
the customers as unique. The uniqueness can be associated with product design, brand image, features, technology, dealer
network or customer service.

Q34.

‘Inspite of high commodity:inflation, shortage of components and the threat of a third wave of Covid-19 pandemic in India,
- manufacturers of packaged goods, home appliances and: consumer electronics are expecting the business:to grow by 1210
25 percent in the coming months. After one and a half years of disruption, manufacturers are now confident about managing
therr inventories: better keepmg their supply channels well stocked and preparing themselves to minimalize the impact of any
€O d,related restnctrons even as they gear up for the festive season, which usually aocounts for 2510 30 percent of their
- yearly sales

"The home applrances sector could be an example After 3 dismal April-June quarter in the year 2021 producers of air

,'condmoners refngerators and washing machines are expecting their business to grow by 15-20 percent in the months to
om AH the compames operatmg in the sector have geared up to.grab the opportum’nes available in the market.
dmg company in the home apphances domam XXP:India; is plannlng 1o Iaunch varrous rnnovatrve product desrgns and
'!oyalty programmes to lure consumers
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According to Michael Porter, strategies allow organizations to gain competitive advantage from three different bases: cost
leadership, differentiation, and focus. Porter called these base generic strategies.

XXP India Ltd. has planned for Differentiation_Strategy. The company is planning to launch various innovative product
designs and offer loyalty programmes to lure customers.

Differentiation strategy should be pursued only after a careful study of buyers' needs and preferences to determine the
feasibility of incorporating one or more differentiating features into a unique product that features the desired attributes. A
successful differentiation strategy allows a firm to charge a higher price for its product and to gain customer loyalty, because
consumers may become strongly attached to the differentiated features.

Advantages of Differentiation Strategy

A differentiation strategy may help an organisation to remain profitable even with rivalry, new entrants, suppliers’ power,
substitute products, and buyers’ power.

1. Rivalry - Brand loyalty acts as a safeguard against competitors. It means that customers will be less sensitive to
price increases, as long as the firm can satisfy the needs of its customers.

2.. Buyers - They do not negotiate for price as they get special features, and they have fewer options in the market.

3. Suppliers ~ Because differentiators charge a premium price, they can afford to absorb higher costs of supplies as
the customers are willing to pay extra too.

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

5. Substitutes - Substitute products can't replace differentiated products which have high brand value and enjoy
customer loyalty. . .

Q35. | A business consultancy firm specializes in environment management consultancy. It advises client companies on how to set
up environmental management accounting systems. For measuring recording and analyzing environmental costs. A large

~of its business involves performing environmental audits to check whether companies have achieved an internati
assurance standard in environmental management; this is something that rival consultancy firms. do not do. The firm also
carries out other management consultancy projects for client, but these make up only a small proportion of its total an ual
fee incore. Identify the strategy categories by Michael Porter which best describes the strategy of this firm. e

(RTP, May 2022, NA) .. ______

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

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

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

Q36. | A private Moneyload Ltd. Bank that targets high worth individuals. They offer a premium service with many additional and
personal services not normally available through other banks. They charge a significant annual fee for these services. The
company makes full use of information technology throughout its' operations:in order to minimize costs. ldentify'and explain :
the generic strategy adopted by Moneyload Ltd. Bank? S .

(MTP1; May 2022, 5 Marks).

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

Moneyland Lid. Bank targets a narrow segment of the market, offering unigue and desirable products. The bank will want to
keep its costs under control, but it will not reduce costs at the expenses of reducing the quality levels of the customer service
it offers. By maintaining high quality levels, it will still be able to charge a premium for its services. Thus, the strategy adopted
by Moneyland Ltd. Bank is Focused Differentiation,

A focused differentiation strategy requires offering unique features that fulfil the demands of a narrow market. Some firms
using a focused differentiation strategy concentrate their efforts on a particular sales channel, such as selling over the
internet only. Others target particular demographic groups. Firms that compete based on uniqueness and target a narrow
market are following a focused differentiations strategy.

advantage in the business? Discuss.
(MTP2, Nov 2022, 5 Marks)

Q37. | What are the various alternative strategies which the managers nééd~tQ'identifY'that'Will createnahd'S'u,s'tailn'a,ficpmbetiti've'
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According to Porter, strategies allow organizations to gain competitive advantage from three different bases: cost leadership,
differentiation, and focus. These bases form different generic strategies as follows:

e Cost leadership emphasizes producing standardized products at a very low per-unit cost for consumers who are
price-sensitive. It frequently results from productivity increases and aggressive pursuit of cost reduction throughout the
development, production, marketing, and distribution processes. It allows a firm to earn higher profits than its
competitors.

e Differentiation is a strategy aimed at producing products and services considered unigue industry wide and directed at
consumers who are relatively price-insensitive. It concerns with distinguishing a product/service from that of its
competitors through unique design features, technological leadership, unique uses of products-and attributes like quality,
environmental impact and customer service.

e Focus means producing products and services that fulfill the specific needs of small groups of consumers. it involves
selecting or focusing a market or customer segment in which to operate.

Q38. | Quick: N Sturdy Inc., a multinational’ company, is- undergoing. feasibility study: 1o introduce new: luxury: and: sports car for
,specrﬁc group of customers The product is meant for customers with distinctive preferences and special requrrements The
;product isnota standard one and as such the target market is also narrow. Company knows that demand for the productis
large enough to be profitable for the company, but small enough to be ignored by other major industry players. The company.
wants to position rtsehc in the nrche market with the prrme consideration to offer unique features in the product for'the target
market

In the glven srtuatron rdentrfy the generic “strategy. as suggested by Michael Porter. A!so state the advantages and
(drsadvantages ‘of such strategy ~ : :
(SA Nov 2022 5 Marks)
Quick N Sturdy Inc company has adopted Focused Differentiation Strategy which is one of the Michael Porter's Generic
strategies. A focused differentiation strategy requires offering unique features that fulfil the demands of a narrow market.
Some firms using a focused differentiation strategy concentrate their efforts on a particular sales channel, such as selling
over the internet only. Others target particular demographic groups. Firms that compete based on uniqueness and target a
narrow market are following a focused differentiations strategy.
Advantages of Focus Strategy
1. Premium prices can be charged by the organizations for their focused product/services.
2. Due to the tremendous expertise about the goods and services that organizations following focus strategy offer,
rivals and new entrants may find it difficult to compete.
Disadvantages of Focus Strategy
1. The firms lacking in distinctive competencies may not be able to pursue focus strategy. ,
2. Due to the limited demand of product/services, costs are high which can cause problems.
3. In the long run, the niche could disappear or be taken over by larger competitors by acquiring the same distinctive
competencies.

Q39. | What is cost leadershrp strategy? Under what circumstances an orgamzatlon can gain competrtlve advantages from cost
,leadershrp strategy? ls there any risk in‘pursuing cost leadershrp strategy? :

(SA Nov 2022, 5 Marks)
Cost leadership strategy emphasizes producing standardized products at a very low per-unit cost for consumers who are
price-sensitive. It frequently results from productivity increases and aggressive pursuit of cost reduction throughout the
development, production, marketing, and distribution processes. It allows a firm to earn higher profits than its competitors.
The circumstances in which an organization can gain competitive advantages from cost leadership strategy are:

e when the market is composed of many price-sensitive buyers.

e when there are few ways to achieve product differentiation.

o  when buyers do not care much about differences from brand to brand.

e when there are a large number of buyers with significant bargaining power.
The basic idea is to underprice competitors and thereby gain market share driving some of the competitors out of the market.
Some risks of pursuing cost leadership are:

e that competitors may imitate the strategy, therefore driving overall industry profits down

e that technological breakthroughs in the industry may make the strategy ineffective;

e that buyer interests may swing to other differentiating features besides price.

Q40. | BudgetSmart Retailers, a renowned supermarket chain, faced ﬁerce competition in:the grocery retail sector due to escalating

joperatronal expenses. Rlsmg costs “from rent, labor, and mventory management challenged their profitability’ amidst the
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‘through' bulk procurement revamped store’ layouts for cost: efﬂmency and customer ‘experience, embraced lean o

emergence of discount stores and’ onlme competltors To counter this;’ BudgetSmart Retallers op’nmxzed thelr supply chain
) ‘ra’uona!,
practices’ to mmlmlze waste and conducted comprehenswe staff tralnmg 10 boost produc’uvnty and customer serwce
efficiency.. , o
Identify and explam the strategy adopted by BudgetSmart Retallers to enhance the proﬁtablhty

(MTP1 Nov 2023 5 Markv)

Budget Smart Retailers adopted a cost leadership strategy to enhance profitability in the fiercely competitive grocery retail
sector. It is a low-cost competitive strategy that aims at broad mass market. It requires vigorous pursuit of cost reduction in
the areas of procurement, production, storage and distribution of product or service and also economies in overhead costs.
Because of its lower costs, the cost leader is able to charge @ lower price for its products than most of its competitors and
still earn satisfactory profits.

By negotiating bulk procurement deals with suppliers, BudgetSmart Retailers lowered their cost of goods, allowing them to
offer competitive prices to customers. The revamping of store layouts aimed to maximize space utilization and product
placement, reducing operational costs and improving the overall shopping experience. Embracing lean principles minimized
waste in the supply chain, reducing unnecessary expenses and improving efficiency. Comprehensive staff training boosted
employee productivity and customer service efficiency, contributing to cost reduction and enhanced customer satisfaction.

Best Cost Provider Strategy

Q41. ',Exp|am Best—cost prowder strategy
‘ (RTF; ilay 2018, NA) ,
Best-cost provider strategy involves providing customers more value for the money by emphasizing low cost and better
quality difference. It can be done:
(a) through offering products at lower price than what is being offered by rivals for products with comparable quality and
features or
(b) charging similar price as by the rivals for products with much higher quality and better features.
Q42. Domolo isa premlum cycles and cyclmg equrpments brand Wthh targ s hlgh spendmg cust mer

-idea and what are the major substrategles that can be tmplemented to. capture maXImum,m ket"
(MTPZ May 2021 5 Marks) (MTPZ May 2022 5 Marks) (RTP May 2023 NA) o

brand name. Theit cycles range from rupees fifteen thousand to -rupees one lac. The recent irend of
has created humongous demand for cycles and peripherals like helmets, hqhts, braking systems fitnes:
customer-base has grown 150% in the last three'months. Mr. Vijay, who is an investorwantsto tapi
about cheaper options to people who cannot spend so much. Which business level strategyw |

The Best Cost Provider strateqy would ensure a better reach to the not so affluent customers and provide them with good
quality cycles and equipments, thus tapping in on the increasing trend of cycling.

Two sub-strategies that can be implemented are:
1. Offering lower prices than rivals for the same quality of products
2. Charging same prices for better guality of products

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

Part ll: Correct/Incorrect Questnons

Q1.

Competitive Sffafegy is des:gned to help ﬂrms achleve compe’u’uve advantage
“(RTP Nov'2018, NA) : . : S

The statement is correct.

Competitive strategy is designed to help firms achieve competitive advantage. Having a competitive advantage is necessary
for a firm to compete in the market. Competitive advantage comes from a firm's ability to perform activities more effectively
than its rivals.
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Q2.

A core competence is a unique strength of an’ orgamzat:on Wthh may not be shared by othe s
(MTP1 Nov 2018, 2 Marks). , , ~ :

The statement is correct.

A core competence is a unique strength of an organization which may not be shared by others. If business is organized on
the basis of core competence, it is likely to generate competitive advantage. A core competence provides potential access
to a wide variety of markets. Core competencies should be such that it is difficult for competitors to imitate them.

Part [l

I: Multlple Choice Questlons

Q1.

The goal of SWOT analysns isto

_ the organisatien's6pndrtun:ities and strengthswhtle o
|tsweaknesses el ol L |

'V"(ICAI Study Materlal)

Correct answer: (b) exploit; neutralizing; correcting

Q2.

"fSWOT anaIySIS is an evaluatlon of the orgamzatIOnSJ __ strengths and weakness
'ﬂopportunltles andthreats , i .
'(a) external mtemal :
'f‘(b)”mternat mternal

;:(c) external, external

(d) internal, external -

e :I Study Matenal)

Correct answer: (d) internal, external
Explanation:

Strengths and weaknesses are the internal capabilities and limitations of the organlsa‘uons whereas opportunities and
threats exist in the external environment. . ;

Q3.

'f'ExternaI opportunmes and threats are usually

. (a he minor cause of, organlza’nonal demlse or
;,(b) Ieast |mportant for CEOs and the board of directors
(o) not as lmportant as mternal strengths and weaknesses ,
' '(d) largely uncontrollable actlvmes outsnde the orgamzatfon
(ICAI Study Matenal) :

Correct answer: (d) largely uncontrollable activities outside the organization
Explanation:
Opportunities and threats exist in the external environment which are not in the control of the organisation.

Q4.

, The sustalnablhty of competmve advantage and a ﬂrms ablh / to eam
f(a) durablllty, rel'abmty, transferab|hty, approxnmately S

“(ICAI Study Matenal)

Correct answer: b) appropriability, durability, transferability, imitability
Explanation:
The sustainability of competitive advantage depends on four factors: Durability, Transferability, Imitability, Appropriability.
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Q5. 'What are the three dlfferent bases guven by Mlchael Porters Genenc Strategles to galn competmve advantage7
(a leferenna on, mtegratron and compensatlon L e

j;(b) Integration, focus and differentiation

(o) Compensaﬂon |ntegratlon and focus -
',(d) Cost leadership, dlfferentlatlon and focus
udy Matenal) :

Correct answer : (d) Cost leadership, differentiation and focus
Explanation:

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

Qsé.
,f(SampIe MCQs) (RTP May 2020  NA) (MTP1V Nov zoz ), 1 Mark) (ICAI Study Material)
Correct answer: (¢) Identifying weakest and strongest rival companies
Explanation:
A strategic group consists of those rival firms which have similar competitive approaches and positions in the market.
Therefore, it helps identify the strongest and weakest rival companies.
Q7.

Correct answer: (b) C.K. Prahlad and Gary Hamel
Explanation:
C.K. Prahlad and Gary Hamel have advocated the concept of core competence.

Q8. | Which of the fol

_(Sample MCQs)

Correct answer: (a) Benefit-based competitive advantage
Explanation:

The sustainability of competitive advantage depends on four factors: Durability, Transferability, Imitability, Appropriability
which are benefit based.

Q9.

Correct answer: (¢) SWOT's focus on the external environment is too broad and integrative
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Explanation;

SWOT's focus on external environment helps in matching external and internal environments so that a strategist can come
out with suitable strategy by developing certain patterns of relationship.

Q10. Internal _are activities' in an organization that are performed especially well,

(a) Opportunmes ' : ' G St
() Com" encie
(c) Strengths
(d) Management , ,
(Sample MCQs) (MTP1 May 2019 1 Mark) (ICAI Study Matenal)

Correct answer: (c) Strengths
Explanation:
Strength is an inherent capability of the organization which it can use to gain strategic advantage over its competitors.

Q11. A narrow market focus IS to. a dlfferentratron-based strategy as a
(a) Broadly-defined target market isto a cost Ieadershrp strategy
(b)- Growth market is toa cost-hased strategy

(c) Teohnologrcal |nnovatron is to a cost-based strategy

‘ (d) Growth market isto a drfferentratron based strategy
(Sample MCQs) ' '

Correct answer: (a) Broadly-defined target market is to a cost leadership strategy

Q12. |A ﬁrm sucoessfully rmplementmg a dlfferentlatron strategy would expect e

,,(a) Customers to be sensmve to pnce increases.
U(b) To charge premrum pnces -
(o) Customers to perceive the product as standard , .
;(d) To automatrca!ly have hrgh level of power over supphers , ,
,(Sample MCQs) (MTP1, May 2019, 1 Mark) (MTP2, May 2021 1'Mark) (MTP2 May 2022 1 Mark) (ICA! Study Materral) 'f

Correct answer: (b) To charge premium prices. ‘
Explanation:
A successful differentiation strategy allows a firm to charge higher price for its products,

Qis. “The Nrche strategy isthe best way to enter a:
(a) New' market

(b) Growmgmarket

(c) Matured market

(d) None of the above -

(sample MCQs)

Correct answer: (o) Matured market

Q14. A ;_________ consists of those nval ﬂrms whlch have srmrlar competmve approaches and posmons in the marke .
(a) BCG Matrix. .~
(b) Strategrc group
(c) Strategy f ap

(d) Industry

(RTP May 2019 NA)

Correct answer: (b) Strategic group
Explanation:
A strategic group consists of those rival firms which have similar competitive approaches and positions in the market.
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Correct answer: (c) Competitive advantage
Explanation:
Anything that a firm does especially well compared to rival firms is referred to as Competitive advantage.

Correct answer: (a) Competitor differentiation, customer value

According to C.K. Prahalad and Gary Hamel, major core competencies are identified in three areas -
e Competitor differentiation,
e Customer value
o Application to other markets

Correct answer: (a) Competitive advantage
Explanation: .
Anything that a firm does especially well compared to rival firms is referred to as Competitive advantage.

Correct answer: (c) Impossible to imitate

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

Q16.

Explanation:
Q17.

(d) Sustainabl

(MTP1, M
Q18.

Explanation:
Q19.
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Correct answer: (d) Revenue generation

Explanation:

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

Q20.
f;(d) Iti IS often wstyble m the form of orgam ati | fun :
”(RTP Nov. 2019 NA) : e '
Correct answer: (c) It is an individual skill and separate technique
Explanation:
Core competency is a combination of skills and techniques rather than individual skill or separate technique.
Q21. | Porter cost leadefship,is a o strategy .
(a) Functional level ' G
(b). Busmess level
(c) Corporate level
(d) lmplementatlon
(RTP Nov 2019,NA)
Correct answer: (b) Business level
Explanation:
Business level strategy is concerned with Porter's five forces model and generic strategies.
Q22. ,:'Best-cost provnder strategy is related to prc
(a) nghhghtmg Iow cost and Iow quahty
*(b) Low cost and better quahty dnfference
';(c) ngh cost and low quahty i ference
) High cost and better quahty dlfference
‘?(MTP1 Nov 2019 1 Mark) L
Correct answer: (b) Emphasizing low cost and better quality difference
Explanation:
Best-cost provider strategy involves providing customers more value for the money by emphasizing low cost and better
quality difference.
Q23. fln Mlchael Porters generic strategy '

for consumers,who are prlce sensmve
'(a) Cheap leadershxp
: (b) lnfenor product leadershlp

,(MTP1 Nov2019 1Mark) (ICAI Study Materi h

Correct answer: (c) Cost leadership
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Explanation:
Cost leadership emphasizes on producing standardized products at a very low per unit-cost for consurners who are price
sensitive.

Q24.

2 EIevate the erformance of the product
3. Raprd produ :
‘Which of the above is true? -
@) (1yand (2) .
(b)(1) and (3)

(c) (2) and (3)

Differentiation Strategy.can be achieved by following measures:
1. Match products with tastes and preferences of customers:

innovation

(@) (1). (2) and (3)

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

Correct answer: (d) (1), (2) and (3)

Explanation:

To achieve differentiation, following measures can be adopted by an organization:

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

2. Elevate the performance of the product.

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

4. Rapid product innovation.

5. Taking steps for enhancing image and its brand value.

6. Fixing product prices based on the unique features of the product and buying capacity of the customer.

Q25.

Low cost; drfferenuatron and focus are

‘(a) SBU Ievel strategres o
(b) Corporate level strategres

(c) Business level strategies

(d) Functional leve! strategies
(MTP1, Nov 2020, 1 Mark)

Correct answer: (c) Business level strategies
Explanation:

Business level strategy is concerned with Porter's five forces model and generic strategies which includes Low cost,
differentiation and focus.

Q26.

,ABC isa marketmg consultancy business. ABCs most recent corporate analysls has rdentrﬁed that three new businesses

have recently entered its market and started aggresively targeting ABC's key chent As part of ABC's corporate analysrs

‘these three'new busrnesses would be a
(a) Strength L o
(b) Opportunity

(c) Weakness

(d) Threat ,
(RTP Nov 2021, NA)

Correct answer: (d) Threat
Explanation:

The entry of three new business is an unfavourable condition in the organisation’s environment which causes a risk for, or
damage to, the organisation’s position. Therefore, it's a threat to the company.

Q27.

T Trekklng Poles isa small company based in the Hlmalayan ranges inIndia: Itis known in the region for its hr!l walkmg strcks

Trekklng Poles sell specialist walking equrpment in their small shop at the foot of the mountains. They do not have a website
“yet are able 1o sell their. products at premlum prlces Whrch of the followmg one of Porters generic strategres best fits
Trekking: Poles? , , , ;

(a) Cost,leadershrp:, i
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(b) Differentiation:

(c) Focused cost Ieadershrp
(d) Focused differentiation
(RTP, Nov 2021, NA)

Correct answer: (d) Focused differentiation
Explanation:

Trekking Poles is offering a unique product at premium prices that fulfills the need of a narrow market. Therefore, it has

adopted focused differentiation.

Q28.

(b) Core Competency

'(d) Key Performance lndrcators (KPIs)
'(MTP2 Nov 2021 1 Mark)

Marketing and Sales of Hmdustan Unilever errted and Iowerrng of operatlng cost by Walmart are examples of what'7
(a) Competitive Advantage : ,

(c) Strategic Plannmg

Correct answer: (b) Core competency
Explanation:
These are the unique skills of an organisation that gives a competitive advantage over competitors.

Q29.

Best Cost provrder strategles :

(a) Seek to attract buyers on the basis of charging low price for low quahty
(b) Aim at giving customers less value for more money

(c) Seek to attract buyers on.the basis of charging high price for high quality
(d) Aim to giving customers low cost and better quality

(MTP1, May 2022, 1 Mark)y(M'[Pk‘l May 2023 2 Marks) -

Correct answer: (d) Aim to giving customers low cost and better quality
Explanation:

Best-cost provider strategy involves providing customers more value for the money by emphasrzmg low cost and better

quality difference /

Q30.

(b) Portfolio Analysis

(c) Strategic Surveillance
(d) Strategic Group mapping
(RTP, May 2023, NA)

The actlvrty of ldentrfymg the strongest and weakest compames is known as
(a) Strategic Audlt . e

Correct answer : (d) Strategic Group mapping
Explanation:
Strategic group mapping identifies the strongest and weakest rival companies.

Q31.

, (a) Mergers and Acqursmon Planmng

(d) GE Stop Light Matrix

Tomtom a sneaker brand wanted to understand their competitive 'Iandscapean'd'thus were looking for fhe weakest_
competitors to buy them and rhereby decrease competrtron Whrch of the followmg wrll be most helpful for them to begln,

with their plans?

(b) BCG Growth Matrix
(c) Strategic Group.Mapping

(MTP1, May 2023, 2 Marks)

Correct answer : (c) Strategic Group mapping
Explanation:
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Strategic group mapping identifies the strongest and weakest rival companies.

Q32. tWalmart a global glant Se"S fast movmg COnSumer goods at even | less than wholesale pnces to retail customers. thlS isa
fstrategy of? - ; ; , , :

, (a) Market Penetratlon

[,(MTP1 May 2023 1Mark)

Correct answer : (c) Cost Leadership
Explanation:

Cost leadership strategy emphasizes producing standardized products at a very low per-unit cost for consumers who are
price-sensitive.

Q33. Wthh one out of the fol!ownng, is not ageneric strategy as suggested by Mlchael Porter? :
(a) Focus Strategy ,

(b) leferenttatlon Strategy

o) Cost Leadershlp Strategy

(d):E Best~Cost Provider. Strategy :

:(MTP2 May 2023 1 Mark) (MTP2 Nov 2023 1 Mark)

Correct answer : (d) Best-Cost Provider Strategy
Explanation:

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

Q34.

il stores (e g Blg Bazaar) and Supermarkets have speCIal core competenc ies m the areas of
A Mechandrsmg L , , e

B. Secunng supplies at Idwer cost , :
C In- hg se agtw,tty management .

!(RTP N ,v 2023 NA)

Correct answer : (d)A,B,D,E

Q35.

'This marketlng techmque is known as S
@) Augmented marketmg} o

ar “Company plans TO Offef SHGCK dunng travel through ropeways and two free movnes tlckets on completlon (o} 'the trave

"l(d)éiDemarketmg o

Correct answer : (a) Augmented marketing
Explanation:

Augmented marketing mcludes additional cystomer services and benefits that a product can offer besides the core and
actual product that is being offered.

Q3e.

> che k|n offers a onalty pmgram where customers earn pomts for eVefy purchase Wthh can be' edeemed
rink or snacks. This arketmg techmque is known as. ,
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(b) Synchro Marketing
(¢) Social Marketing
(d) Relationship Marketing

(MTPT,Nov2023,1Mark)

Correct answer : (d) Relationship Marketing
Explanation:

Through this technique, they are trying to create, maintain and enhanc
Therefore, it is relationship marketing.

e strong, value laden relationship with customers.

Q37.

d benefits to the cyustyomyéyrs',"c“ahﬂbe '

Correct answer : (b) Augmented Marketing
Explanation:

Augmented marketing includes additional customer services and benefits that a product can offer besides the core and

actual product that is being offered.
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Chapter 4 - Strategic Choices

Part | : Descriptive Questions

Corporate Strategy
Q1. Explamthe meaning of Directional Strategy.
(SA,May 2018,2Marks)
Directional strategies, also called grand strategies, provide basic directions for strategic actions towards achieving strategic
goals. Such strategies are formulated at the corporate level so are also known as corporate strategies. The corporate
strategies a firm can adopt have been classified into four broad categories: stability, expansion, retrenchment, and
combination.

Q2. | ABC Ltd. intends to grow its business. Its top management argues that its ‘Corporate Strategy’ will ensure the growth of the
firm. Do you agree with the top management's argument? Give reasons. .
(MTP2, May 2023, 5 Marks) (MTP2, Nov 2023, 5 Marks) -

Yes, agreeing with the top management's argument. Corporate strategy is basically the growth design of the firm; it
spells out the growth objective- the direction, pace and timing of the firm's growth. It also spells out the strategy for
achieving growth. Corporate strategy ensures the growth of the firm because of the following arguments:
e It ensures the correct alignment of the firm with its environment. It also serves as the design for filling the
strategic planning gap.
e It gives importance to the combination, sequence, timing, direction and depth of various moves and action
initiatives taken by managers to handle environmental uncertainties and complexities.
o It helps build the relevant competitive advantages for the firm. Masterminding and working out the right fit
between the firm and its external environment.
e It isto harness the opportunities available in the environment, countering the threats embedded therein.
Stability
Q3. What is stability strategy? What are the reasons to pursue stability strategy?
(RTP, Nov 2019, NA) (RTP, Nov- 2023, NA) : :
One of the important goals of a business enterprise is stability to safeguard its existing interests and strengths, to pursue
well established and tested objectives, to continue in the chosen business path, to maintain operational efficiency on a
sustained basis, to consolidate the commanding position already reached, and to optimise returns on the resources
committed in the business. A stability strategy is pursued by a firm when:
e It continues to serve in the same or similar markets and deals in same or similar products and services.
e The strategic decisions focus on incremental improvement of functional performance.
Major reasons for stability strategy are as follows:
e A product has reached the maturity stage of the product life cycle.
e Itis lessrisky as it involves less changes and the staff feels comfortable with things as they are.
e The environment faced is relatively stable.
e Expansion may be perceived as being threatening.
e Consolidation is sought through stabilizing after a period of rapid expansion.
Q4. Justify the statement 'Stability strategy is opposite of Expansion strategy’.
(RTP, May 2021, NA) (MTP 1, May 2021, 5 Marks) - - : '
Stability Strategies, as name suggests, are intended to safeguard the existing interests and strengths of business. It involves
organisations to pursue established and tested objectives, continue on the chosen path, maintain operational efficiency and
so on. A stability strategy is pursued when a firm continues to serve in the same or similar markets and deals in same
products and services. In stability strategy, few functional changes are made in the products-or markets, however, it is not a
‘do nothing’ strategy. This strategy is typical for mature business organizations. Some small organizations also frequently
use stability as a strategic focus to maintain comfortable market or profit position.

Neeraj Arora | www.edu91.0rg 4.1



R i EAM
Question Bank - Chapter 4 . - Compiled by Neerajﬁrora and T

ng the scope of
ability strategy.
promise and success.
e the enterprise along

On the other hand, expansion strategy is aggressive strategy as it involves redefining the bus|nes§ tbyo?idslt
business substantially, increasing efforts of the current business. In this sense, it becomes ‘the OP.POS' e
Expansion is a promising and popular strategy that tends to be equated with dynamism, V|90r/k
Expansion also includes diversifying, acquiring and merging businesses. This strategy may ta
relatively unknown and risky paths, full of promises and pitfalls.

Qs.

aturity stage and already has overcapacly. Therefore. 1t
entt the strateqy implemented by ABC SteelIndust

ABC Steel Industries has opted to implefnent Stability strateqy. Stability strategies are intended tg sqfeguard ;tlf:]eu ee)g:t:[?]z
interests and strengths of business. It involves organisations to pursue established and tested obJeC“YeS' C‘;n serve in the
chosen path, maintain operational efficiency and so on. A stability strategy is pursued when a ﬂrrTl continues ;)are e
same or similar markets and deals in same products and services. In stability strategy, few functional ghange O otions,
the products or markets, however, it is not a ‘do nothing’ strategy. This strategy is typical for mature business rc()) f?t o
Some small organizations also frequently use stability as a strategic focus to maintain comfortable market orp p
Major reasons for Stability strategy are:

e Aproduct has reached the maturity stage of the product life cycle.
The staff feels comfortable with the status quo as it involves less changes and less risks.
ftis opted when the environment in which an organisation is operating is relatively stable.
Where it is not advisable to expand as it may be perceived as threatening.
After rapid expansion, a firm might want to stabilize and consolidate itself

Expansion
Q6. |

sior h‘mughf‘a‘cqmsmonsy' and mergers.

1, Nov 2020, 5 Marks)

S 5 Sl s G ; Al ations:in
s a growth strategy. Differentiate between both of them. State ,thelsf“? o

. i temptin
Acquisition or merger with an existing concern is an instant means of achieving expansiqn. I‘t.IS an attrac\;cvlzlhe g;sortun?tieg
proposition in the sense that it circumvents the time, risks and skills involved in screening internal gro
seizing them and building up the necessary resource base required to materialise growth. o
Apart from the urge to grow, acquisitions and mergers are resorted to for purposes of aCh'eY'ng
between the parent and the acquired enterprises. Synergy may result from such bases as physical
managerial skills, distribution channels, general administration, research and development and so on. tions strategies.
Many organizations in order to achieve quick growth, expand or diversify with the use of mergers ?nd,acql:(')s ether. There is a
Merger and acquisition in simple words are defined as a process of combining two or more orgam;a’uons thg - ases.
thin line of difference between the two terms but the impact of combination is completely different xrf bot e operations. In
Merger is considered to be a process when two or more organizations join together to exP?nd their bus'?gﬁts of new entity.
such a case the deal gets finalized on friendly terms. Owners of pre-merged entities have right overthep
In a merger two orgarizations combine to increase their strength and financial gains. )
While, when one organization takes over the other organization and controls all its business Operavor}i;quisi
acquisition. In the process of acquisition, one financially strong organization overpowers the wealfer Oner;cially stronger
happen during economic recession or during declining profit margins. In this process, one that is .ﬂnaA ol in case of an
bigger establishes it power. The combined operations then run under the name of the powerful entity.
acquisition is often done in an unfriendly manner, it is more or less a forced association.

a measure of synergy
facilities, technical and

it is known as
tions often
and

I————
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Q7. Swift Insurance is a company engaged in the business of providing medical insurance maintaining a market share of 251030
per cent in last five years. Recently, the company decided to enter into the business of auto insurance by having fore:gn
collaboration: Identify the strategy being followed by the Swift Insurance with its advantages.

(RTP, May 2018, NA)

Overall Swift Insurancg is following growth or expansion strategy as it is redefining the business and enlarging its scope. The
step will also substantially increase investment in the business.

The hew business is’ relateq and at the same time caters to a different segment and accordingly can be termed as related
diversification. The new business falls within the scope of general insurance and horizontally related to the existing business.

In the process of expansion, the company will be able to exploit:
e Its brand name.
The marketing skills available.

@
e The existing sales and distribution infrastructure.
e Research and development.
e Economies of scale
Q8. Strategic alliances are formed if they provide an advantage to all the parties in the alliance: Do you agree? Explain in brief the

advantages of a strategic alliance.
(RTP, May 2018, NA)
OR
What are the advantages of a strategic alliance?
(MTP2, Nov 2021, 5 Marks)
OR ,
GWA, a leading Japan based automobile company decides to make India a hub for the company's 250 cc motor.cycle to be
manufactured in collaboration with the TPR Group, a leading Indian motorcycle manufacturer. The production is to be
exported to the company's home market as well as to other African countries. ,
What is-this growth strategy called? Point out the most |mportant advantages both the companies expect from such strategy/ ~
collaboration.
(sA, Dec 2021, 5 Marks)
Jeff Inc., a leading USA based Mobile company decides to make India a hub.for the company’s Android Mobile having !argest
‘storage memory to. be. manufactured in collaboration with-the Desi Group, a. leading: Indian mobile manufacturer. The\
production'is to be exported to the company’s home market as well as to other European: countries. What is this growth
strategy called? Point out the most important advantages both the companies expect from such strategy/collaboratnon

(MTP1, May 2023 5 Marks)

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

can be broadly categorised as follows: ' vantages

)] 0rganigational: Strategic.alliances may be formed to learn necessary skills and obtain certain capabilities from the
strategic partner. S.trateglc partr?ers may also help to enhance productive capacity, provide a distribution system, or
exteqd supply chain. A strategic partner may provide a good or service that complements each other, thereby
creating a synergy. If one partner is relatively new or untried in a certain industry, having a strategic partner who is
well-known and respected will help add legitimacy and creditability to the venture.

i) Economig: Alliances can reduce costs and risks by distributing them across the members of the alliance. Partners
canlobtall? grlfater economies of scale in an alliance, as production volume increase, causing the cost per unit to
decline. Finally, partners can take advantage of co-specialization, where falizati

j all ) specializations
creating additional value. P are bundied together

iii) Strategic: Organizations may join to cooperate instead of compete. Alliances may also create vertical integration
where pe_urtners are part of supply chain. Strategic alliances may also be useful to create a competitive advantage by
the pool(xjng of rejources and skills. This may also help with future business opportunities and the development of
new products and technologies. Strategic alliances may also be used to get access t i

‘ 0 new tec
joint research and development. hnologies orto pursue

iv) Political: Sometimes there is need to form a strategic alliance with a local foreign business to gain entry into a
forgl'gn market glther because of local prejudices or legal barriers to entry. Forming strategic alliances with
politically-influential partners may also help improve overall influence and position.
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Qo.

(MTP1, May 2018, 2 Marks)

What doyou underétand by Co«géneric merger?

, , v : OR
Describe the term ‘Co-generic merger'.
(SA, May 2018, 2 Marks)

In co-generic merger two or more merging organizations are associated in some way or the other related to the production
processes, business markets, or basic required technologies. Such merger include the extension of the product line or
acquiring components that are required in the daily operations. It offers great opportunities to business to diversify around a
common set of resources and strategic requirements.

Q10.

Shoaib and Salim,,two brothers are the owners of a cloth manufacturing unit located in Lucknow. They are doing well and have

substantial surplus funds available within the business. Shoaib is interested in acquiring another industrial unit located in
Lucknow manufacturing tableware such as dinner sets, cups and saucers, bowls. etc. On the other hand , Salim desires to
start another unit to' produce’ readymade garments. Discuss the nature of corporate strategies: being sug’gested by two

thers. Which one is better?

(MTP2, May 2018, 5 Marks)

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

On the other hand, Salim seeks to move forward in the chain of existing product by adopting vertically integrated
diversification. The cloth being manufactured by the existing processes can be used as raw material of garments
manufacturing business. In such diversification, firms opt to engage in businesses that are related to the existing business of
the firm. The firm remains vertically within the same process and moves forward or backward in the chain. It enters specific
product/process steps with the intention of making them into new businesses for the firm. The characteristic feature of
vertically integrated diversification is that here, the firm does not jump outside the vertically linked product-process chain.
Both types of diversifications have their own benefits. While vertically integrated diversification brings synergy, a
conglomerate diversification helps in diversifying the risk. It is possible that a downturn in one business is offset by upswing
in other business. In the vertically integrated diversification firms can take advantage of their existing competence that in turn
will improve chances of success.

Q11.

,{Wfité Shprt note on Cong!omerate merger. .
(MTP2, May 2018, 3 Marks)

Merger is considered to be a process when two or more companies come together to expand their business operations. In
such a case the deal gets finalized on friendly terms and both the organizations share profits in the newly created entity.
Conglomerate merger happens in case of organizations that are unrelated to each other combine together. There are no
linkages with respect to customer groups, customer functions and technologies being used. There are no important common
factors between the organizations in production, marketing, research and development and technology. In practice, however,
there is some degree of overlap in one or more of these factors.

Q12.

D,i's,tinyguish between the Forward integration and backward integration.

(RTP, Nov 2018, NA)

Forward and backward integration form part of vertically integrated diversification. In vertically integrated diversification, firms
opt to engage in businesses that are vertically related to the existing business of the firm. The firm remains vertically within
the same process. While diversifying, firms opt to engage in businesses that are linked forward or backward in the chain and
enters specific product/process steps with the intention of making them into new businesses for the firm.

Backward integration is a step towards creation of effective supply by entering business of input providers. Strategy
employed to expand profits and gain greater control over production of a product whereby a company will purchase of bgnd'a
business that will increase its own supply capability or lower its cost of production. On the other hand, forward integration is
moving forward in the value chain and entering business lines that use existing products. Forward integration will also take
place where organisations enter into businesses of distribution channels.
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Qte.

'Organo is a large supermarket chain. It is considering the purchase of a’number of farms that provides Organo with a-
e;gmﬂcant amount of its fresh produce. Organo feels that by purchasing the farms it will have greater control over its supply
_chain. Identlfy and explain the type of diversification opted by Organo? ,

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

Organo is a large supermarket chain. By opting backward integration and purchase a number of farms, it will have greater
control over its supply chain. Backward integration is a step towards, creation of effective supply by entering business of
input providers. Strategy employed to expand profits and gain greater control over production of a product whereby a
company will purchase or build a business that will increase its own supply capability or lessen its cost of production.

Q17.

',DlverSIﬂcatlon endeavours can be categonzed into four broad: classnﬂcatlons State the baSIS for this c!assnﬁcation and name

the four categories. How is concentric diversification different from vertically dwersuﬂca’uon'f’ Explam

(RTR, May 2022, NA) (MTP2, Nov 2022, 5 Marks)

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

1) Vertically integrated diversification

2) Horizontally integrated diversification

3) Concentric diversification

4) Conglomerate diversification

Concentric diversification takes place when the products are related. The new product is a spin-off from the existing facilities
and products/processes. This means that in concentric diversification too, there are henefits of synergy with the current

operations. However, concentric diversification differs from vertically integrated diversification in the nature of the linkage the
new product has with the existing ones.

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

In concentric diversification, there is a departure from this vertical linkage, a new related product is added to the existing

business. The new product is only connected in a loop-like manner at one or more points in the firm's existing process/
technology/ product chain.

Q18.

There has been ﬁerce demand for both Gecko and FlyBee for the last 3 years. Gecko makes mass consumptlon pens while

FlyBee is a notebook and diary brand - both being complementary goods of each other. But to grow further, FlyBee decided to
take up competmon with: Gecko in pens egment and thereby launched, FlyPens. ldent!fy and explain the growth strategy
‘opted by FIyBee’? ' L : . o e e
'(MTP1 May 2022, 5Marks)

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

In this form of diversification, the new business is linked to the existing businesses through existing systems such as
processes, technology or marketing. The new product is a spin-off from the existing facilities and products/processes. There

are benefits of synergy with the current operations. The most common reasons for pursuing a concentric diversification are
that opportunities in existing line of business are available.

Q19.

What do you unders’cand by dlversmca’uon? Dlstlngmsh between concentnc and conglomerate dwersuﬂcatlon

';(SA May 2022 5 Marks)

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

Basis of Concentric Diversification " Conglomerate Diversification
Difference
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Meaning It occurs when a firm adds related products or It occurs when a firm diversifies into areas that
markets. are unrelated to its current line of business.
Linkage The new business is linked to the existing Here no such linkages exist; the new
businesses through process, technology or business/product is disjointed from the existing
marketing. businesses/products.
Reasons for The most common reason for pursuing a The common reason for pursuing a conglomerate
pursuing concentric diversification is that opportunities in | growth strategy is that opportunities in a firm's
a firm's existing line of business are available. current line of business are limited or
opportunities outside are highly lucrative

Q20. §. ildre gammg company in Japa

Currently Jynklo Lid. is performing in the children gaming industry. But now its management has decided to expand their
business by starting a premium sports drink named JynX for athletes. As there are no linkages in both products with respect
to customer groups, customer functions, or the technologies being used, so Jynklo Ltd. have opted Conglomerate
diversification.

Jynklo Ltd. diversify in a business that is not related to their existing line of product and can be termed as conglomerate
diversification. In conglomerate diversification, the new businesses/ products are disjointed from the existing
businesses/products in every way; it is a unrelated diversification. In process/ technology/ function, there is no connection
between the new products and the existing ones. Conglomerate diversification has no common thread at all with the firm's
present position.

Q21.

this strateglc development be" . ; , . , , ,

. In‘case HLP is sold. out to HPPL and HLP ceased to exrst what type f growth strategy wrll thrs strategrc deal,b
~ What are the dlfferences between the above two rdentlﬁed growth strategres” ‘ ' ~
TMay 2023 5 Marks) L L

() 1 HPPL and HLP join hands and form a new entity named Health N Hygiene Pharma Lid., this strategic development
would be considered a Merger growth strategy. A merger is a combination of two or more companies to form a new
entity with shared ownership and control.

(i) If HLP is sold out to HPPL and HLP ceases to exist, this strategic deal would be categorized as an Acquisition growth
strategy. An acquisition occurs when one company purchases another, resulting in the acquiring company gaining
control over the acquired company's assets, operations, and intellectual property.

(i) Many organizations in order to achieve quick growth, expand or diversify with the use of mergers and acquisitions
strategies. Merger and acquisition in simple words are defined as a process of combining two or more organizations
together. There is a thin line of difference between the two terms, but the impact of combination is completely different
in both the cases.

Merger is considered to be a process when two or more organizations join together to expand their business operations. In

such a case the deal gets finalized on friendly terms. Owners of pre-merged entities have right over the profits of new entity.

In a merger two organizations combine to increase their strength and financial gains.

While, when one organization takes over the other organization and controls all its business operations, it is known as

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

Retrenchment

Q22. 1, < ufferang",f'r‘crﬁfcanﬁnuaus; losses

What strateglc optlon is aval!able to the management of thls smk company? Adv;se w:th reasons
(SA May 2018 5 Marks) : Lo o ,

XYZ Ltd. is a sick company with accumulated losses that have eroded its net worth. The multi-product company may analyse
its various products to take decisions on the viability of each. The company may consider retrenchment strategy.
Retrenchment becomes necessary for coping with hostile and adverse situations in the environment and when any other
strategy is likely to be suicidal.

Retrenchment strategy is adopted because of continuous losses and unviability and stability can be ensured by reallocation of
resources from unprofitable to profitable businesses. _

Retrenchment strategy is followed when an organization substantially reduces the scope of its activity. This is done through
an attempt to find out the problem areas and diagnose the causes of the problems. Next, steps are taken to solve the
problems. These steps result in different kinds of retrenchment strategies as follows:

Turnaround strategy: If the organization chooses to transform itself into a leaner structure and focuses on ways and means
to reverse the process of decline, it adopts a turnaround strategy. It may try to reduce costs, eliminate unprofitable outputs,
generate revenue, improve coordination, better control, and so on.

Divestment Strategy: Divestment strategy involves the sale or liquidation of a portion of business, or a major division, profit
centre or SBU. Divestment is usually a part of rehabilitation or restructuring plan and is adopted when a turnaround has been
attempted but has proved to be unsuccessful.

Liquidation Strategy: In the retrenchment strategy, the most extreme and unattractive is liquidation strategy. It involves
closing down a firm and selling its assets. [t is considered as the last resort because it leads to serious consequences such
as loss of employment for workers and other employees, termination of opportunities where a firm could pursue any future
activities, and the stigma of failure.

The management of multiproduct sick company manufacturing various items need to understand pros and cons of each
strategic option. The decision will depend upon the specific circumstances of each product and management goals of the

company. , )

Q23. k What is Dlvestment strategy7 When IS it adopted'?
(RTP Nov 2018, NA) (RTP Nov 2020 NA)

Divestment strategy involves the sale or liquidation of a portion of business, or a major division, profit centre or SBU. For a
multiple product company, divestment could be a part of rehabilitating or restructuring plan called turnaround.

A divestment strategy may be adopted due to various reasons:

When a turnaround has been attempted but has proved to be unsuccessful.

A business that had been acquired proves to be a mismatch and cannot be integrated within the company.

Persistent negative cash flows from a particular business create financial problems for the whole company.

Severity of competition and the inability of a firm to cope with it.

Technological upgradation is required if the business is to survive but where it is not possible for the firm to investin it.
A better alternative may be available for investment.

Q24.

) Tumaroun,' 'Strategy IS requlred for a busmess"

“OR-

~1(MTP ,Nov 2019 5 Marks)

Turnaround is needed when an enterprise's performance deteriorates to a point that it needs a radical change of direction in
strategy, and possibly in structure and culture as well. It is a highly - targeted effort to return an organization to profitability
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Q26.

and increase positive cash flows to a sufficient level. It is used when both threats and weaknesses adversely affect the health
of an organization so much that its basic survival is difficult.

The overall goal of turnaround strategy is to transform an underperforming or distregsed company to normalcey in terms of
acceptable levels of profitability, solvency, liquidity and cash flow. To achieve its objectives, turnaround strategy must reverse
causes of distress, resolve the financial crisis, achieve a rapid improvement in financial performance, regain stakeholder
support, and overcome internal constraints and unfavourable industry characteristics.

Soft Cloth Ltd. is facing internal as well as external challenges. The external environment is in economic recession and the
organization is facing cash crunch. The company needs to work on a retrenchment / turnaround strategy. The strategy is
suitable in case of issues such as:

e Persistent negative cash flow.

Uncompetitive products or services

Declining market share

Deterioration in physical facilities

Overstaffing, high turnover of employees, and low morale
e Mismanagement

The company may consider to substantially reduce the scope of its activity. This is done through an attempt to find out the
problem areas and diagnose the causes of the problems. Next, steps are taken to solve the problems,

These steps result in different kinds of retrenchment strategies. If the organization chooses to focus on ways and means to
reverse the process of decline, it adopts at turnaround strategy. If it cuts off the loss-making units, divisions, or SBUs, curtails
its product line, or reduces the functions performed, it adopts a divestment strategy. If none of
may choose to abandon the activities totally, resulting in a liquidation strategy.

these actions work, then it

to be created for the survival of a company. After SWOT analysis by assessing the strengths and weaknesses they come up
with the conclusion that they cannot compete in the computers with the competitors. The management directs Shreekanth to
' d develop a suitable strategicplan. L

the healthcare industry, was facing a decline due 1o outdated technology
g market share and struggling to retain customers. In an effort to reverse the trend, the

‘management decided to implement a strategy. They hired new talent, invested in resea

their operations to increase efficiency. Through these efforts, ABC Inc. was able to introduce new
reposition themselves in the market, and eventually reg '
increased, and they were once again on t s
Discuss the strategy which has been implemented by the management of ABC Inc.
(RTRMay2023,NA) . o
In the given case, the company can opt for turnaround strategy which is a highly-targeted effort to return "thez ¢ompany to
proﬁtability and increase positive cash flows to a sufficient level. Organizations those have faced g significant érisis that has
negativelr)lr affected operations require turnaround strategy. Once turnaround is successful the Organization may turn to focus
on gl'OWt .

- : B products and services;
ain their competitive edge. The company's revenue and.

conditions for turnaround strategies

when firms are losing their grips over market, profits due to several internal and external fac
under the competitive environment they have to identify danger signals as early as possible g
immediately. These conditions may be, inter alia cash flow problems, lower profit margin

tors, and if they have to survive
nd Undertake rectification steps
S, high employee turnover and

Avena Lid. manufactures computers that are of low in production cost, competitive price, and qualty 1o thelr sompetiiors.
product. Profits and market share are declining day by day. Shreekanth, a senior executive reéiizeé5thaf:drya's'tyicfstyrategyiés have

lack of
research and development, and streamlined-

ever nd profits

S "

—
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decline in market share, capacity underutilization, low morale of employees, recessionary conditions, mismanagement, raw
material supply problems and so on.

Action plan for turnaround strategy

Stage One - Assessment of current problems

Stage Two — Analyze the situation and develop a strateg:c plan
Stage Three — implementing an emergency action plan

Stage Four - Restructuring the business

Stage Five - Returning to normal

Q27.
Uncle Jack,rt is strugghng to compete Both Modino and Uncle Jack have opened severaljeaterres and pnced th
a gressrvel / In last four years the charn has suffered srgmﬁcant losses. The chain wis
Pizza Chain may choose to have turnaround strategy if there are:

e Persistent negative cash flow from business.

e  Uncompetitive products or services.

e Declining market share.

e Deterioration in physical facilities.

e  Over-staffing, high turnover of employees, and low morale.

e Mismanagement.

For turnaround strategies to be successful, it is imperative to focus on the short and long- term financing needs as well as on
strategic issues. The chain may attempt to leverage the potential Indian market by engaging a new logistics partner. It may
bring innovation in food items, as well as quality and improvements in the overall dine-in and delivery experience. During the
turnaround, the “product mix” may be changed, requiring the organization to do some repositioning.

A workable action plan for turnaround would involve:

o  Stage One — Assessment of current problems: The ﬂrst step is to assess the current problems and get to the root
causes and the extent of damage the problem has caused. ,

e Stage Two — Analyze the situation and develop a strategic plan: Before making any major change/s; determine the
chances of the business’s survival. Identify appropriate strategies and develop a prefiminary action plan.

e Stage Three ~ Implementing an emergency action plan: If the organization is in a critical stage, an appropriate
action plan must be developed to stop the bleeding and enable the organization to survive. A positive operating cash
flow must be established as quickly as possible and enough funds to implement the turnaround strategies must be
raised.

e Stage Four - Restructuring the business: The financial state of the organization’s core business is particularly
important. If the core business is irreparably damaged,-then the outlook for the entire organization may be bleak.
Efforts to be made to position the organization for rapid improvement.

e  Stage Five ~ Returning to normal: In the final stage of turnaround strategy process, the organizatic.i should begin to
show signs of profitability, return on investments and enhancing economic value-added. Emphasis is placed on a
number of strategic efforts such as carefully adding new products and improving customer service, creating
alliances with other organizations, increasing the market share, etc.

Q28.

Drfferentrate between drvestment and hqurdatlon strategy

Divestment strategy involves the sale or liquidation of a portion of business, or a major division, profit centre or SBU.
Divestment is usually a part of rehabilitation or restructuring plan and is adopted when a turnaround has been attempted but
has proved to be unsuccessful.

Liquidation strategy is a retrenchment strategy considered the most extreme and unattractive strategy, which involves
closing down a firm and selling its assets.
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Difference between Divestment strategy and Liquidation strategy:

Basis of Difference Divestment Strategy Liquidation Strategy

Meaning Divestment strategy involves sale or liquidation of | Liquidation strategy involves closing down a
a portion of business. firm and selling its business.

Policy option Divestmenit is usually a part of rehabilitation or Liquidation becomes only option in case of
restructuring plan and is adopted when a severe and critical conditions where either
turnaround has been attempted but has proved to | turnaround or divestment are not seen as
be unsuccessful. Option of a turnaround may solution or have been attempted but failed.
even be ignored if it is obvious that divestment is
the only answer.

Purpose Efforts are made for survival of the organization. | Liquidation as a form of retrenchment strategy
is unattractive and consndered as the last
resort.

Consequences Survival of organization helps in retaining There is loss of employment and opportunities

personnel, at [east to some extent. with stigma of failure.

Q29.

XYZ Company is_ facing continuous losses, decline in sales and product market share, persistent negative cash flow,
uncompetitive products, declining market share, deterioration in physical facilities, low morale of employees. In such a
scenario, Shayamli may choose a turnaround strategy as this strategy attempts to reverse the process of decline and bring
improvement in organizational health. This is also important as Board has decided to continue the company and adopt
measures for its proper functioning.

For success, Shayamli needs to focus on the short and long-term financing needs as well as on strategic issues. During the
turnaround, the “product mix” may be changed, requiring the organization to do some repositioning. A workable action plan
for turnaround would involve:
e Stage One ~ Assessment of current problems: In the first step, assess the current problems and get to the root
causes and the extent of damage.

e Stage Two — Analyze the situation and develop a strategic plan: Identify major problems and opportunities, develop
a strategic plan with specific goals and detailed functional actions.

e Stage Three - Implementing an emergency action plan: If the organization is in a critical stage, an appropriate
action plan must be developed to stop the bleeding and enable the organization to survive.

e Stage Four -~ Restructuring the business: If the core business is irreparably damaged, then the outlook for the entire
organization may be bleak. Efforts to be made to position the organization for rapid improvement.

e  Stage Five ~ Returning to normal: In the final stage of turnaround strategy process, the organization should begin to
show signs of proﬁtablllty, return on investments and enhancing economic value-added.

Q30.

Reasons to adopt Turnaround Strategy:

1. Turnaround is needed when an enterprise's performance deteriorates to a point that it needs a radical change of
direction in strategy, and possibly in structure and culture as well.

2. Itis a highly targeted effort to return an organization to profitability and increase positive cash flows to a sufficient level.
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survival is difficult.

4. The overall goal of turnaround strategy is to return an underperforming or distressed company to normalcy in terms of
acceptable levels of profitability, solvency, liquidity and cash flow.

Q31.
plan has been implemented. It includes selling scrap, asset liquidation and overheads cost reduction. Furth
such untoward event in future, they Plan to diversify into newer business areas along with its core busin Identify and .
explain the strategy opted by M/s. Nebula Pyelde = o 0 T S
(RTR, Nov 2020, NA) ol
M/s. Nebula Pvt Lid has opted Turnaround Strategy as the company while facing serious working capital crunch persistently
conducted an assessment of current problem and developed a workable action plan based on short and long term financial
needs and strategic issues. A workable action plan for turnaround would involve:
e Stage One - Assessment of current problems: In the first step, assess the current problems and get to the root
causes and the extent of damage.
@ Stage Two - Analyze the situation and develop a strategic plan: identify major problems and opportunities, develop
a strategic plan with specific goals and detailed functional actions. )
e Stage Three - Implementing an emergency action plan: If the organization is in a critical stage, an appropriate
action plan must be developed to stop the bleeding and enable the organization to survive.
e Stage Four - Restructuring the business: If the core business is irreparably damaged, then the outlook for the entire
organization may be bleak. Efforts to be made to position the organization for rapid improvement.
e Stage Five - Returning to normal: In the final stage of turnaround strategy process, the organization should begin to
show signs of profitability, return on investments and enhancing economic value-added.
Q32. | X-Pvt. Ltd. had recently ventured into the business of co
in-the business line becoming unprofitable and unviable
of X Pvt. Ltd. are relatively less affected by the pandemi
for X Pvt. Ltd. with reasons to justify your answer.
(SA, Jan 2021, 5 Marks) (ICAI Study Material)
It is advisable that divestment strategy should be adopted by X Pvt. Ltd. In the given situation where the business of
co-working spaces became unprofitable and unviable due to Global pandemic, the best option for the company is to divest the
loss making business.
Retrenchment may be done either internally or externally. Turnaround strategy is adopted in case of internal retrenchment
where emphasis is laid on improving internal efficiency of the organization, while divestment strategy is adopted when a
business turns unprofitable and unviable due to some external factors. In view of the above, the company should go for
divestment strategy.
Further, divestment helps address issues like:
1. Persistent cash flows from loss making segment could affect other profit-making segments, which is the case in the
given scenario.
inability to cope from the losses, which again is uncertain due to pandemic.
3. Better investment opportunity, which could be the case if X Pvt. Ltd. can invest the money it generates from
divestment.
Q33. | Mini theatre Ltd. was 3 Startup venture of three young Iim graduates. They developed an application to

‘many consumers enrolled with them. After a certain span of time, the company realized

content like web series, TV Shows, theatre shows, etc. after bur,chaSingthei"r eX:CIUkaikvye, rights. They were

_bangla movies', ‘Gujarati "s,hOWS’jetQ,. ' were"~haVing high ¢ d |
decided to sell the rights and curtail any further content develop

Identify and explain the corporate strategy adopted by the leadership team of Mini eal

(RTP, May 2021, NA)
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The leadership team of Mini theatre Ltd. decided to cuts off the loss -making units, reduces the functions performed that
some of regional content like ‘bangla movies’, ‘Gujarati shows' etc. were having high cost and less viewership, it adopts a
divestment strategy. The leadership team of Mini theatre Ltd. decided to sell the rights and curtail any further content
development in these areas.

Divestment strategy involves the sale or liquidation of a portion of business, or a major division, profit centre or SBU.
Divestment is usually a part of rehabilitation or restructuring plan and is adopted when a turnaround has been attempted but
has proved to be unsuccessful. The option of a turnaround may even be ignored if it is obvious that divestment is the only
answer.

Q34. | The CEO of a textile mill s convinced that his losys.mak'i:hgfcdmpany can be turned around. Suggest an action plan for a
f’tumarbund;tqiheCEO,."' e e S cohnnl o :
(SA, July 2021, 5Marks)
A workable action plan for turnaround of the textile mill would involve:
¢ Stage One - Assessment of current problems: In the first step, assess the current problems and get 1o the root
causes and the extent of damage.
e Stage Two - Analyze the situation and develop a strategic plan: Identify major problems and opportunities, develop
a strategic plan with specific goals and detailed functional actions after analyzing strengths and weaknesses in the
areas of competitive position. ‘
e Stage Three - Implementing an emergency action plan: If the organization is in a critical stage, an appropriate action
plan must be developed to stop the bleeding and enable the organizatior to survive.
e Stage Four - Restructuring the business: If the core business is irreparably damaged, then the outlook for the entire
organization may be bleak. Efforts to be made to position the organization for rapid improvement.
e Stage Five - Returning to normal: In the final stage of turnaround strategy process, the organization should begin to
show signs of profitability, return on investments and enhancing economic value-added.
Q35s.

' n'd'iyéé‘tyolrfsf which 'pointﬂ:’ out that a ',’tufr:h‘a",rou’nd lsne

Rising competition, business cycles and economic volatility have created a climate where no business can take viability for
granted. Turnaround strategy is a highly targeted effort to return an organization to profitability and increase positive cash

flows to a sufficient level. Organizations that have faced a significant crisis that has negatively affected operations requires

turnaround strategy. Turnaround strategy is used when both threats and weaknesses adversely affect the health of an
organization so much that its basic survival is a question. When organization is facing both internal and external pressures
making things difficult then it has to find something which is entirely new, innovative and different. Being organization’s first
objective is to survive and then grow in the market; turnaround strategy is used when organization’s survival is under threat.
Once turnaround is successful the organization may turn to focus on growth.

Conditions for turnaround strategies: When firms are losing their grips over market, profits due to several internal and external
factors, and if they have to survive under the competitive environment, they have to identify danger signals as early as
possible and undertake rectification steps immediately. These are certain conditions or indicators which point out that a
turnaround-is needed if the company has to survive. These danger signals are:

e Persistent negative cash flow from business.

Uncompetitive products or services.

Declining market share.

Deterioration in physical facilities.

Over-staffing, high turnover of employees, and low morale.
Mismanagement.
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Racers Ltd. has adopted Turnaround strateqy. This involves Racers Ltd. repositioning itself in the market in an attempt to
once again gain competitive advantage.

Turnaround is needed when an enterprise’s performance deteriorates to a point that it needs a radical change of direction in
strategy, and possibly in structure and culture as well. it is a highly targeted effort to return an organization to profitability and
increase positive cash flows to a sufficient level. It is used when both threats and weaknesses adversely affect the health of
an organization so much that its basic survival is difficult.

The overall goal of turnaround strategy is to return an underperforming or distressed company to normaley in terms of
acceptable levels of profitability, solvency, liquidity and cash flow. To achieve its objectives, turnaround strategy must reverse
causes of distress, resolve the financial crisis, achieve a rapid improvement in financial performance, regain stakeholder
support, and overcome internal constraints and unfavourable industry characteristics.

Q37.

dA company started |ts operatron ln 2015 wrth Product Alpha In early 2021 wrth mtent to have rts better presence m the

',desrred r{asults n the srtuatron company is of a consrdere
product Beta from its portfolio. ; , o S -
Asa strategrst suggest the retrenchment strategy to be adopted by the company Also delmeate reasons why a compemygE
_should adopt such strategy? Lo o = o ,

(SA Nov 2022 5 Marks)

As per the facts of the case, company had tried to improve its internal efficiency. In other words, had tried turnaround strategy
but could not get the desired results. Company does not want to go for complete close down of business. Rather it wants to
continue and grow in its original business i.e. product Alpha. As a strategist, it is advisable that the company should adopt
divestment strategy. In the given situation where the business of product Beta is not faring well and became unprofitable and
unviable due to aggressive competition in the market, the best option for the company is to divest the product Beta which is
loss-making business. Retrenchment may be done either internally or externally. Turnaround strategy is adopted in case of
internal retrenchment where emphasis is laid on improving internal efficiency of the organization, while divestment strategy is

adopted when a business turns unprofitable and unviable due to some external factors. In view of the above, the company
should go for divestment strategy.

A divestment strategy may be adopted due to various reasons:
e When a turnaround has been attempted but has proved to be unsuccessful.
A business that had been acquired proves 1o be a mismatch and cannot be integrated within the compahy.
Persistent negative cash flows from a particular business create financial problems for the whole company.
Severity of competition and the inability of a firm to cope with it.
Technological upgradation is required if the business is to survive but where it is not possible for the firm to invest in
it.
e  Abetter alternative may be available for investment, causing a firm to divest a part of its unprofitable business.

Q3s.

',Redeﬂmtlon of busmess is mvolved in both "Expansron and 'fRetrenqhment“ y[:'strategy,fhoy\reyeyr,ﬁzmethodkfinyolyed‘in thelr :
,executron is completely drfferent ~Explarn o . g e e .
(R' ,May 2023 NA) (MTP1 Nov 2023 5,Marks)

Expansion strategy is implemented by redefining the business by adding the scope of business substantially increasing the
efforts of the current business. On the other hand, Retrenchment strategy involves redefinition of business by divesting a
major product line or market.

Expansion is a promising and popular strategy that tends to be equated with dynamism, vigour, promise and success.
Retrenchment or retreat becomes necessary or expedient for coping with particularly hostile and adverse situations in the
environment and when any other strategy is likely to be suicidal.

Expansion may take the enterprise along relatively unknown and risky paths, full of promises and pitfalls. Retrenchment
involves regrouping and recouping of the resources.

Combi

Q39.

ination
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Combination Strategies refer to a mix of c!ifferer?t Strategies Jike stability; expansion, diversification of retrenchment to|s;nt
particular situations that an enterprise is facing. For instance, o str'ategy of diversification/acquisition may call for
retrenchment in some obsolete product lines. ’ i

—— ]

Strategic Options

——

Q40. | In the context of Ansoff's Product-Market Growth Matrix, identify with reasons the type of growth strategies followed in the
following cases: : e T maselists bbby s

) Aleading producer of tooth paste, advises its custome
1) Abusiness giant in hotel industry decides to enter Into dairy
iii) One of India’s premier utility vehicles manufacturing company ventures to foray into foréign markets.
IV) Arenowned auto manufacturing company launches ungearéd S,coo‘tersy inthe markét;

(ICAI Study Material) . L

TUsh teeth twice a day 1o keep breath fresh.
,b,USiness, i i

The Ansoff's product market growth matrix (proposed by Igor Ansoff) is an useful tool that helps businesses decide their
Product and market growth strategy. This matrix further

AT helps to analyse different strategic directions. According to Ansoff
there are four strategies that organization might follow.
)} Market Penetration: A leading producer of tooth

Paste, advises its customers to brush teeth twice a day to keep
breath fresh. It refers to a growth strategy where the business focuses on selling existing products into existing
markets.

i) Diversification: A business giant in hotel industry

; decides 10 enter into dairy business. It refers to a growth strategy
where a business markets new product in new markets.

i) - Market Development: One of India’s premier utility vehicle
markets. It refers to a growth strategy where the business g
V)  Product Development: A renowned auto Manufacturing co
1o a growth strategy where business aims to introduce ne

$ manufacturing company ventures to foray into foreign
eeks to sell its existing products into new markets.
mpany launches ungeared scooters in the market. It refers
W products into existing markets.

Q41 _,l,'?',e,"s,cryibe'thé‘COns*;}uction of BCG matrix and dis’cuss"its utility e rhanégerﬁént.: ’
(ICAI Study Material) o e

Sompanies that are large enough to be organized into strategic business units face the challenge of allocating resources
among those units. In the early 1970's the Boston Consulting Group developed a model for managing portfolio of d|ffer§nt \
business units or major product lines. The BCG growth-share matrix facilitates portfolio analysis of a company having
invested in diverse businesses with varying scope of profits '

and growth.
The BCG matrix can be used to determine what priorities should pe given in the product portfolio of a business unit. Using the
BCG approach, a company classifies its dlfferent.buSinesseS On a two-dimensional growth share matrix. Two dimensions are
market share and market growth rate. In the matrix;
® The vertical axis represents market growth rate ang provi
e  The horizontal axis represents relative market share
Thus, the BCG matrix depicts quadrants as shown in the follo

and serves as a measure of company’s strength in the market.
wing table:

Relative Market Share

. igh Low
Hig} i
Market ® Stars Question Marks
Growth Hate ] v
Low Cash Cows Dogs
BCG Matrix

Different types of business represented by either produc

: i 1S or SBUs can be classified for portfolio analyses through BCG
matrix. They have been depicted by meaningful metaphors, namely:
a) Stars are products or SBUs that are growing rapidly

; - They also need heavy investment to maintain their position and
finance their rapid growth potential. They represent peg

t opportunities for expansion.
\
e e —
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R

b) Cash Cows are low-growth, high m

arket share businesses or products. They generate cash and have low costs. They are
established, successful, and need less investment to maj

ntain their market share. In long run when the growth rate

slows down, stars become cash cows.

¢) Question Marks, sometimes called problem children or wildcats, are low market share business in high growth markets.
They require a lot of cash to ho| i i

d) Dogs are low-growth, low-share b

type as follows.

i) Build with the aim for long-term growth and strong future.
in Hold or preserve the existing market share.
i)~ Harvest or maximize short-term cash flows,

iv)  Divest, sell or liquidate and ensure better utilization of resourcesvelsewhere.

Thus, BCG matrix is a powerful tool for Strategic planning analysis and choice.

Q42.

Using the BCG approach, a company clas
matrix, the vertical axis represents market
represents relative market share and se
share and industry growth rate of Soorya

sifies its different businesses on a two
growth rate and provides a measure of
TVes as a measure of company strength i
Ltd, its four products are placed in the BC

-dimensional growth-share matrix. in the
market attractiveness. The horizontal axis

n the market. With the given data on market
G matrix as follows:
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Product B has a low relative market share,

Product C has a high relative market shar
advantage of its present position that may

Retain Market Share

High Low
Product A ) Product B
High [80% Market Share {40% Market Share
igh |, 1504 Growth Rate] | +10% Growth Rate]
Market Stars Guestion Marks
Growth
Rate Product C Product [
Low [60% Market Share [05% Market Share

-20% Growth Rate]
Cash Cows

.10% Growth Rate}
Dogs

Product A is in best position as it has a high relative market share and a high industry growth rate.

yet competes ina high growth industry.
e, but competes in an industry with negative growth rate. The company should take
be difficult to sustain in long run.

Product D is in the worst position as it has a low relative market share, and competes in an industry with negative growth
rate. .

Q43.

‘How Ansoff's Product Market Growth Matrixis
(RTP, Nov 2018, NA) (MTF

a usefulto or bu smess orgamzattons’7 .
'019.'5'Mafkls)'(MTP"éNDV’ZOZT;‘S,Maka)'f o

The Ansoff’s product market growth matrix (proposed by Igor Ansoff) is a useful tool that helps businesses decide their
product and market growth strategy. With the use of this matrix a business can get a fair idea about how its growth depends
in new or existing products in both new and existing markets.

Companies should always be looking to the future. Businesses that use the Ansoff matrix can determine the best strategy.
The matrix can help them to decide how 1o do this by demonstrating their options clearly, breaking them down into four
strategies, viz., Market Penetration, Market Development, Product Development, Diversification. Determining which of these
is best for their business will depend on a number of variables including available resources, infrastructure, market position,
location and budget.

Q44.

Atrix Ltd. is a company engaged in Vthe"’des;gning,}mary\,Llfa‘c,’tUring; and marketing of mechanical instruments like speed meters,
oil pressure gauges, and so on.

company has been ob'sefvihg a f'a,llfih‘the' market share. This is on account of shift to the new range of electronic instruments:

The customers are switching away me‘c,h,an,ic;al"in'stmments that have been the backbone of Atrix Lid:

As a CEO of Atrix Ltd., what can be the strategic options available with you.

(MTP1, Nov 2018, 5 Marks) (ICAI Study Material) S e

- e OR : e
Woodworld Ltd. is a company manufactures a variety of household furniture items. They offered traditional designs, low cost

:fL’l'r,ni,,tur,e;i,tekmsto low;incomegroup c‘u,,'stomers. During the last couple of years, the company has-been observing:a fall inthe
- market share. This is due to the change in the taste and preferences, designing, better quality, increase in purchasing power of -
buyers towards the household furniture. The customers are switching away traditional designs and material that have been

the backbone of Woodworld Lid: As:a CEO of Woodworld Ltd., what can be the strategic options available withyou. '+ -
(RTP,NOVZOZZ,NA) : e Sy . i : :

Atrix is having a product portfolio that is evidently in the decline stage. The product is being replaced with the technologically

superior product. Strategically the company should minimize their dependence on the existing products and identify other

avenues for the survival and growth. As a CEO of Atrix Ltd., following can be the strategic options available with the CEO:

a) Invest in new product development and switchover to the new technology. Atrix Lid. also need time to invest in
emerging new technology.

b) They can acquire or takeover a competitor provided they have or are able to generate enough financial resources.

¢) They may also consider unrelated growth and identify other areas for expansion. This will enable Atrix Ltd. to spread
their risks.

d) In longer run, they-should divest the existing products. However, they may continue with the existing products in @
limited manner for such time there is demand for the product.
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Q45. 'Write a short note on the role of A'D,L Matrix in assessing competitive position of a firm
(RTR, May 2020, NA) (RTP, May 2022, NA) ' :

The ADL matrix has derived its name from Arthur D, Litile which is a portfolio analysis method based on product life cycle.
The approach forms a two dimensional matrix based on stage of industry maturity and the firm's competitive position,
environmental assessment and business strength assessment.

The role of ADL matrix is to assess the competitive position of a firm based on an assessment of the following criteria:

e Dominant: This is a comparatively rare position and in many cases is attributable either to a monopoly or a strong
and protected technological leadership.

®  Sirong: By virtue of this position, the firm has a considerable degree of freedom over its choice of strategies and is
often able to act without its market position being unduly threatened by its competitors.

o Favourable: This position, which generally comes about when the industry is fragmented and no one competitor
stand out clearly, results in the market leaders a reasonable degree of freedom.

e Tenable: Although the firms within this category are able to perform satisfactorily and can justify staying in the
industry, they are generally vulnerable in the face of increased competition from stronger and more proactive
companies in the market.

e Weak: The performance of firms in this category is generally unsatisfaciory although the opportunities for
improvement do exist.

Q46. ,kD',isrihgu,'i'sh,bétwyeen,Marké‘tkDévéldpme‘hi and Product Development Undeyr'Ahsoff;’s’Product Market Growth Matrix.
(MTP1, May‘zozj,"sMarks)f(RTe Nov 2022, NA) (MTP2, May 2023, 5 Marks) (MTP2, Nov 2023, 5 Marks) -

Following are the differences between the market developiment and product development:

Basis of Market Development Product Development

Difference

Meaning ft refers to a growth strategy where the business Itrefers to a growth strategy where business
seeks 1o sell its existing products into new markets. It | aims to introduce new products into existing
is a strategy for company growth by identifying and markets. It is a strategy for company growth
developing new markets for current company by offering modified or new products to
products. current markets

Strategy It may be achieved through new geographical Itis for company’s growth and reqdires the

Application markets, new product dimensions or packaging, new development of new competencies and the
distribution channels or different pricing policies to business to develop modified products which
attract different customers or create new market ¢an appeal to existing markets,
segments

Ajanta & Sons Limited are manufacturers of domestic household security alarms for high-income group homeowners in India.
The company is currently reviewing two strategic options.

Option 1: Selling the same alarms although with different coverings to smaller and low-income group households at a lower -
Option 2: Development of new, more sophisticated alarms and a wide range of security services (quards and surveillance) for:
sale to industrial clients for higher prices:

The senior management team of Ajanta & Sons Limited are keen to analyse the two options using Ansoff's Matrix.

(RTP, Nov 2021, NA) ' : :

Selling the same alarms with different coverings to smaller and low income group households at a lower price represents
Market Development as the same products are being sold into a new market. :

Market development refers to a growth strategy where the business seeks to sell its existing products into new markets. It is
a strategy for company growth by identifying and developing new markets for the existing products of the Company.

While the development of new and more sophisticated alarms and a wide range of security services (guards and surveillance)
for sale to industrial clients for higher prices is classified ag Diversification because it invoives a new product, being sold in a
New market. Diversification refers to a growth strategy where a business markets new products in new markets. It is a
Strategy by starting up or acquiring businesses outside the company’s current products and markets.

S,
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Q48. | Explain the strategic implications of each of the following types of business in a corporate portfolio:
(a) Stars ' e ey S '
(b) Question Marks
(c).Cash.Cows

(d) Dogs :
(RTP, May 2022, NA)

In the BCG growth-share matrix portfolio of investments are represented in two dimensional space. The vertical axis
represents market growth rate, and the horizontal axis represents relative market share. The strategic implications for various
business types under BCG in the corporate portfolio are:

Stars are products or businesses that are growing rapidly and are the best opportunity for expansion. Stars may follow a
build strategy. They need heavy investments to maintain their position and finance their rapid growth potential.

Cash Cows are low-growth, high market share businesses or products. They generate cash and have low costs. They are
established, successful, and need less investment to maintain their market share. Strategic alternative advocated for cash
cows is harvest.

Question Marks are low market share business in high-growth markets. Strategic option for them is hold for which they need
heavy investments. Question marks if left unattended are capable of becoming cash traps.

Dogs are low-growth, low-share businesses and products. Relevant strategy is divest. Dogs may generate enough cash to
maintain themselves, but do not have much future. Dogs should be minimized by means of divestment or liquidation.

Q49. | Sky chemical industry intends to grow its business. Advise the company on the évaiylébl'e'.optiohs{u’sih'gﬁAnSofffsfpfoduct‘
~market growth matrix: d Sl . _ @ _ @ - .
(MTP1, May 2022, 5 Marks) (MTP2, Nov 2022, 5 Marks) (RTP, May 2023, NA) |

, : OR - o
Aurohindo, the pharmaceutical company wants to grow its business. Draw Ansoff's Product Market Growth Matrix to advise
them of the available options. ' ' : - S Gl e c
(ICAI Study Material) ' '

The Ansoff's product market growth matrix (proposed by Igor Ansoff) is a useful tool that helps businesses decide their
product and market growth strategy. With the use of this matrix, a business can get a fair idea about how its growth depends
upon its markets in new or existing products in both new and existing markets.

The Ansoff's product market growth matrix is as follows:

Exigting New
Products Products
=
= £ Market Product
& g Penetration Develupment
5
2 Oy ¥
‘z'% # | Market Diversification
= 3 Development

Ansoff's Product Market Growth Matrix

Sky chemical industry can adopt market penetration, product development, market development or diversification
simultaneously for its different products.

Market penetration refers to a growth strategy where the business focuses on selling existing products into existing markets.
It is achieved by making more sales to present customers without changing products in any major way.

Market development refers to a growth strategy where the business seeks to sell its existing products into new markets. itis
a strategy for company growth by identifying and developing new markets for the existing producis of the company.

Product development refers to a growth strategy where business aims to introduce new products into existing markets. ltis a
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strategy for company growth by offering modified or new products to current markets.
Diversification refers to a growth strategy where a business markets new products in new markets. It is a strategy by starting
up or acquiring businesses outside the company’s current products and markets.

As market conditions change overtime, a company may shift product-market growth strategies. For example, when its present
market is fully saturated a company may have no choice other than to pursue new market.

Q50.

gh marke

‘gro ue

growth due t e management team is contemplating the best course of action for ,
should ABC C Is division according to the BCG growth-share matrix, and what would be the rationale
behindit? e e s D T e

(RTP, Nov 2023, NA)

According to the BCG growth-share matrix, the division in a mature and stable market falls into the "Cash Cows" category.
"Cash Cows" are low-growth, high market share businesses that generate cash with low costs. The recommended approach
for ABC Corporation would be to adopt the "Hold" strategy. This means the company should preserve the market share of the
division and continue generating cash with low costs. Since the market is mature and growth opportunities are limited, the
division's focus should be on maintaining profitability and using the generated cash 1o support other high-potential businesses
within the conglomerate. By holding onto the "Cash Cow" division, ABC can leverage its stability and cash flow to invest
strategically in other areas of the business for future growth and innovation.

Existing New
Products Products
] ,
E 3 Market Product
2 & Penatration Devslopment
4 =
i
R Market Diversification
= 3 Development

Ansoff's Product Market Growth Matrix

Sky chemical industry can adopt market penetration, product development, market development or diversification
simultaneously for its different products. :

Market penetration refers to a growth strategy where the business focuses on selling existing products into existing markets.
It is achieved by making more sales to present customers without changing products in any major way.

Market development refers to a growth strategy where the business seeks to sell its existing products into new markets. It is
a strategy for company growth by identifying and developing new markets for the existing products of the company.

Product development refers to a growth strategy where business aims to introduce new products into existing markets. It is a
strategy for company growth by offering modified or new products to current markets.

Diversification refers to a growth strategy where a business markets new products in new markets. It is a strategy by starting
up or acquiring businesses outside the company's current products and markets.

As market conditions change overtime, a company may shift product-market growth strategies. For example, when its present
market is fully saturated a company may have no choice other than to pursue new market,

Part ll: Correct/Incorrect Questions

Q1.

'::Tu‘rna‘r;ou‘ndfsﬁou!d,su_cc;eed liquidation strategy.

(RTP, May 2018, NA)

The statement is Incorrect.
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A retrenchment strategy considered the most extreme and unattractive is liquidation strategy, which involves closing down a
firm and selling its assets. It is considered as the last resort because it leads to serious consequences such as loss of
employment for workers and other employees, termination of opportunities where a firm could pursue any future activities,
and the stigma of failure. In an ideal scenario, turnaround should be attempted first and should precede option of liquidation.

Q2. Stability strategy is not a ’do nothlng s’crategy
(RTP Nov 2018 NA) ,

The statement is correct.

Stability strategies are implemented by approaches wherein few functional changes are made in the products or markets. It
is not a ‘do nothing’ strategy. It involves keeping track of new developments to ensure that the strategy continues to make
sense. This strategy is typical for mature business organizations. Some small organizations will also frequently use stability
as a strategic focus to maintain comfortable market or profit position.

Qs. “B" in BCG Matrix stands for balance.
(MTP1, Nov 2018, 2 Marks)

The statement is incorrect.

The acronym BCG stands for Boston Consulting Group, an organization that developed a matrix to portray an organizational
corporate portfolio of investment. This matrix depicts growth of business and the business share enjoyed by an
organization. The matrix is also known for its cow and dog metaphors and is popularly used for resource allocation ina
diversified company:

Q4. Acquiring of ambulance services by a hospital is an example of forward integration strategy
(SA, Nov 2018, 2 Marks) :

The statement is Incorrect.

Acquiring of ambulance services by a hospital is an example of backward inteagration strategy. Backward integration is a
step towards creation of effective supply by entering business of input providers. Forward integration is moving forward in
the value chain.

Q5. There is no such thing as backward integration.
(SA, Nov 2018, 2 Marks)

The statement is Incorrect.

"Organisations may diversify into new businesses that are vertically integrated with their existing business. Backward
integration firms create effective supply by entering business of input providers. This strategy is employed to expand profits
and gain greater control over production.

Part Ill: Multi pﬂe Choice Questions

Q1. An orgamsatxon diversifies in backward sequence in the product chain and. enters specific product/.process to be used in:
existing products. It is: : :

(a) Forward diversification
(b) Vertical diversification
(c) Horizontal diversification
(d) Reactive diversification
(ICAI Study Material)

Correct answer: (b) Vertical diversification
Explanation:

Invertical diversification, the firm remains vertically within the same process and moves forward or backward in the chain.

Q2. Corporate strateqgy includes:
(i) expansion and growth, diversification, takeovers and mergers
(i) Vertical and horizontal integration, new investment and divestment areas
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(m) determma’clon of the busmess lines o
;,From the combmat!ons glven below select a correc’c alternatlve' .
(@ (i) and w
,,(b) (|)7and (m)

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

Explanation: Corporate strategy includes stability, expansion, retrenchment, combination_ All of th
expansion. ‘ & above are examples of

Q3. | Stability strategyis a

o strategy.

(d) Functnonal level
(ical Study Material)

Correct answer: (b) Corporate level
Explanation: Stability strategy is a Corporate level strategy.

Q4. Dlversmca’uon pnmari!y helps to -
f,(a) Reduce competltlon '
f(b) Reduce nsk \

{L(d) Reduce costs
, (lCAI Study Materlal)

Correct answer: (b) Reduce risk

Q5. ,One of the pnmary advantages of dlrversmcauon is shanng core competencnes ln Order for diversifidar T
successful, it is important that . . - dlversification to be most

ﬁ(a) The target market isthe same even if the products are very dlfferent ' o o o

O The products use similar dlstnbutlon channels.

(9 The methods of produc’uon are the same. , ,

(d) The SImﬂanty requlred for shanng core competenCIes must be in the value cham not in the PTOduct

(Sample MCQs) :

Correct answer: (d) The similarity required for sharing core competencies must be in the value chain, i
Explanation: Notin the product

Diversification can be related or unrelated. Therefore, target market, distribution channe|g Meth
same or different. ods of production can be

Qé. : Horlzon’(al mtegratxon |s concerned wnh
_”'(a) Produc‘uon G

(b) Quahty .

(c) Product plannlng -

(d) All of the above

(Sample MCQs) :

Correct answer: (a) Production
Explanation:

A firm gets horizontally diversified by integ.rating through acquisition of one or more similar bys;
same stage of the production-marketing chain. Usinesses operating at the
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Q7.

(o) Increased speed to market o

,'The‘reasons for acquisitionare

(b) lncreased dn/ersrﬁcatlon '

Qs.

Q9.

Correct answer: (a) Dog
Explanation:
Dogs are low growth, low share businesses and products.

Q10.

-The most probable trme to pursue a harvest strategy 1s m a srtuatlon of o '

‘[y(b) Dechne in the market hfe cycle o
£ (c) Strong competrtrve advantag .
: (d) Mergers and acqursmons
' (Sample MCQs) '

(a) High growth

Correct answer: (b) Decline in the market life cycle
Explanation:

Harvesting may be adopted for declining businesses. In harvest, the objective is to increase short term cash flow regardiess
of long term effect.

Q11.

f"Bqu"Hold"Harvest and 'Drvest are th
f(a) Boston Consulting Group Growth Sh
'(b) Value hain Ana!ysrs o

’f‘yf‘(S?'“P!ee Mcas)

trategres pursued i

Correct answer: (a) Boston Consulting Group Growth Share Matrix
Explanation:
BCG Matrix consists of four strategies: Build, Hold, Harvest, Divest

Q12

',Corpora’re level strategy is concerned w""h the follow
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Correct answer: (b) Where do we want to compete?

Explanation: )
Corporate level strategy provides a view of what organisation wants to achieve. It is the the concern of business and
functional level on how to achieve.

Q13.

Correct answer: (b) Dogs
Explanation:
Dogs are low growth, low share businesses and products.

Qi4.

Correct answer: (c) Corporate Strategy

Explanation: . L
Corporate level strategy occupies the highest level of strategic decision making which includes Geographical Diversification,
Product diversification and Entry Mode. ‘ /

Q15.

Correct answer: (c) Market Penetration

Explanation: ) -

Market penetration refers to a growth strategy where the businesses focus on selling gxisting. products into existing mark
It is achieved by making more sales to present customers without changing products in a major way.

ets.

Q1e.

Correct answer: (b) Arthur D. Little
Explanation:
ADL Matrix derived its name from Arthur D. Little

4.24
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Q17.
Correct answer: (a) Lower transaction costs and improved coordination are vital and achievable through vertical integration
Q18.
Correct answer: (b) Unrelated diversification
Explanation:
In conglomerate diversification, the new businesses/ products are disjointed from the existing businesses/ products in every
way. Therefore, it is a totally unrelated diversification
Q19. :When two orgamsatlons Comblne 1o |ncrease';théik':sytréhg,th'ahd'ﬂnéncial 'gaiynsf'alo'ng' w,ithfb'reaki‘ng the trada barriers is
f,(b) L|qu1dat|on
(0 Merger -
(d) Acqunsmon -
~,'(Sample MCQs) (MTP1 Nov 2020 1 Mark)
Correct answer: (c) Merger
Explanation:
In a merger, two organisations combine to increase their strength and financial gains along with breaking the trade barriers.
Q20. !,Stablhty strategy sa______ strategy
,(é) Corporate Ieve!
, (d) |mplementat!on
f",(RTP May 2019 NA)
Correct answer: (c) Corporate leve|
Q21.

:’ Whnch of the followmg is not a type of dwersmcat,on strategy?
(@) Vertlcal diversification. - , ,

(b) Concentric dlversnﬂcatlon
(c) Conglomerate dwersnﬁcatlon
(d) Co- genenc dlverSIﬁcatlon
(RTP May 201 9, NA)

Correct answer: (d) Co-generic diversification

Explanation:

Diversification can be classified into four categories:
e Vertically integrated diversification

e Horizontally integrated diversification
e  Concentric diversification
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e Conglomerate diversification

Q22,

,An orgamzatron acqurres rts supplrer is an example of
(a) Honzontal mtegrated dwersnﬂcatron . .

Correct answer: (c) Backward integrated diversification
Explanation:

Backward integration is concerned with creation of effective supply by entering business of input providers.

Q23.

(@ Questlon mark, -
;(RTP May 2Q1,9NA) o

(b)Star.

(c) Dog.

Correct answer: (d) Question Mark
Explanation:
Question mark are low market share business in high growth markets.

Q24.

,(a) Invest :
Olfaet
(c)Build

What does Dogs symbohze in BCG matrlx?

(d) Drvest
(MTP1, May 2019 1 Mark)

Correct answer: (d) Divest
Explanation:
Dogs are low growth, low share businesses and products. They may be minimised by means of divestment or liquidation

/

Q25.

(MTP2, May 2019, T Mark)

Which of the followmg can be used in retrenchment strategy'?
(a) Reducing assets. ' '

(b) Operatlonal rmprovement

(c) Cuttmg cost.

(d) All of the above.

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

Retrenchment is followed when an organisation reduces the scope of its activity. It is done to find out the problem areas and
diagnose the cause of problem. It includes reducing assets, operational improvement, cutting cost etc.

Q26.

Acqursmon of a company producrng readymade garments by a compan y 'manuf A
(a) Honzontal rntegratron : :
(b) Horizontal Drversrﬂcatron
(c) Forward mtegra’uon o
(d) Backward lntegratron
(MTPZ May 2019 1 Mark)

Correct answer: (¢) Forward integration
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Q27.

Q28.

Explanation: Company is moving forward in the value chain and entering business lines that use existing products.

Conglomerate drversrﬁcatron can also be explalned as 3
(a) Merger s ' ' i
(b) Combrnatron strategy

Correct answer: (d) Unrelated diversification
Explanation:

In conglomerate diversification, the new businesses/ products are disjointed from the existing businesses/ products in every
way. Therefore, it is a totally unrelated diversification.

ng your product in th'eirnta'nurfacturing st

Correct answer: (b) Forward integrated diversification
Explanation: Forward integration is moving forward in the value chain and entering business lines that use existing products.

Q29.

u(a) urnaround, stability,
(b) Div tment Irqurdatron f
'(c) Stabrlrty, turnaround quurdatron and drvestment. : .
, (d) Stabrlrty, turnaround drvestment and Irqurdatron.

k stabrlrty and turnaround strategres in order of preference for adoptron by a typrcal

Irqurdatron and drvestment., '
abrlrty and tumaround.

(RTP Nov 2019 NA)

Correct answer: (d) Stability, turnaround, divestment and liquidation

Explanation:

Divestment is adopted when a turnaround has been attempted but has proved to be unsuccessful.
If turnaround and divestment doesn't work, co. may go for liquidation.

Q30.

I supphers are unrelrable or too costly, whrch of these strategles may be approprrate7

(@) Honzontal rntegratron
(b) Backward rntegratron

‘(c) Market penetratron ;
(d) Forward 'ntegratron ‘ '
,'(MTP1 Nov 20191 Mark) (ICAI Study Materral)

Correct answer: (b) Backward integration
Explanation: Backward integration is concerned with creation of effective supply by entering business of input providers.

Q31.

Which strategy is imp
 (a) Expansion strategy

m ented a'fter the;fai’lure'ofy, turnaround etrategy? :

(b) Drversrﬂcatron strategy
(c) Drvestment strategy '
(d) Growth strategy . - o o '
(MTP1 Nov 2019 1 Mark) (MTPZV May,2021 1 Mark) (MTP2 May 2022 1 Mark) (ICAI Study Materral)

Correct answer: (c) Divestment strategy
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.
st s

Explanation:
Divestment is adopted when a turnaround has been attempted but has proved to be unsuccessful.

Q32. Retrenchment strategy in the organization can be explained as
(a) Reducing trenches (gaps) created between individuals.
: (b) Drvestmg amajor product hne or market

' V(RTP May 2020 NA) (ICAI Study Materlal)

Correct answer: (b) Divesting a major product line or market
Explanation:

Retrenchment is followed when an orgnisation reduces the scope of its activity. It includes divestin

g a major ;
market. jor product line o

Q33. The Specrahst Clothing Company (SCC) is a manufacturer of a wrde range of c!othrng Fashron is one of the ﬁve dw""'
SCC. Fashion is operatrng in a market with high growth'and is a market leader, By the next year; itis ;
the market share in a growing market. Fashlon should be classrﬁed as which of the followrng accord

(a)star

(b)Dog

(c). Cash cow

(d) Question mark -

(MTP1, May 2021, 1Mark)

ons of
predrcted to have 10% of

ling to the BCG matnx '

Correct answer: (a) Star
Explanation:
Stars are products that are growing rapidly.

Q34. | A beverage company has more than 500 soft drrnk brands but none of them is anywhere close to lts premrum brand o
in awareness, revenue and profits; As per- BCGs Mairix, One Srp brand for the beverage company rs7 E ne,Srp

(a) Star

(b) Dog

(© Cash cow

(d) Questron Mark

‘(MTPZ May 2021 1 Mark) (MTPZ May 2022, 2 Marks)

Correct answer: (c) Cash cow
Explanation:

Cash cows are low- growth, high market share businesses. Since, none of the other brand is olose to One Si

: : ) ina
revenue and profits, One Sip has a high market share business. PN awareness,

Q3s. V‘erﬁx was havrng a tough time with-its operatrons and wantrng 30 restructure |tself from scratch For th’
,-veteran in business strategy, Mrs. Sunita K, who post analysrs of therr busmess sard ! your deadbusmess i worth mor
alive’. What drd Mrs. Sunita hintat? - : o . e

(a) Restructurlng Business

(b) Liquida’rion

() Busrness Process Re- engrneenng
,(d) Divestment - ,

;(MTP1 Nov 2021 2 Marks)

: The business news anchor sard that “chillflix's dead business is worth more than'alive,", Whafdid sh
(a) Restruoturlng Busrness ' : S .
(b) Liquidation
(c) Business Process Re-engineering
() vaestment

Sa— .
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Q37.

Correct answer: (b) Liquidation
Explanation:

Liquidation involves closing down a firm and selling its assets. It may be unpleasant as a strategic alternative but when a
“dead business is more than alive”, it is a good proposition.

Correct answer: (b) Harvest
Explanation:

In harvest, the objective is to increase short-term cash flow regardless of long-term effect.

Correct answer: (a) The BCG assumes that all products will grow and mature
Explanation:

Since dogs do not have much future and should be minimised by way of divestment, BCG does not assumes that all
products will grow and mature

Q3s.

Correct answer: (b) Concentric Diversification
Explanation:

The new products does not fall within the firm’s current process-product chain but are linked to existing business through
process, technology or marketing.

Q39.

Correct answer: (b) Forward Integration
Explanation:

They are entering forward in value chain by entering a business line that use existing products.
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Q40.

Nom-Nom'is a faSt"fOOd brand and has been facrng a Iot of competrtron from Amerrcan brands and ha s dec
- very aggressive but to just preserve market share'? - o

Which of the strategy Nom Nom is followmg’) o
(a) Build:
(b) Hold -

Correct answer: (b) Hold
Explanation:
In hold, the objective is to preserve market share.

Q41.

Correct answer: (b) Concentric Diversification
Explanation:
The new business is linked to the existing businesses through process, technology or marketing.

Q42.

' Dfogs in BCG Matrr X can be,'

(@ Convertmgto Cash Cows
’ (b quurdatr g,or Drvestmg k -
(e) Forelgn Dlrect Investment Opportumty
(d) Bad Debt ertlng off :
(MTP1 Nov 2022, 1,Mark) ,

Correct answer: (b) Liquidating or Divesting
Explanation:
Dogs are low growth, low share businesses and products. They may be minimised by means of divestment or liquidation.

Q43.

Sumedha has a home grown brand whrch makes tradrtronal Iehengas She thought of expandrngi her business and

linen Jackets and cotton trousers to her product fine. Whrch strategy is she workmg on'7 o

(a) Backward rntegratron - o : S '
(b) lntensrﬁcatron

(o) Diversification.

(d) Horrzontal Drversrﬁoatron
/(RTP, Mayk2023 NA)

Correct answer: (b) Intensification
Explanation:
The firm is trying to grow internally by intensifying its operations through product development

Q44.

Sanjay gurded the team of young entrepreneurs to hold to: the current posrtron in the market sl they get a blg op ortunity.
‘What could be their busrness termed as basis Sanjay's. advrce7 . .

(a) Question Mark:
(b) Cash Cow

(c) Star

(d) Dog: :
{(RTP, May 2023, NA)
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Correct answer: (a) Question Mark

Explanation:

Question Marks are low market share business in high-growth markets Strategic option for them is hold for which they need
heavy investments. Question marks if left unattended are capable of becoming cash traps.

Q45.

Correct answer: (b) Vertical Merger
Explanation:

Vertical merger is a merger of two organisations that are operating in the same industry but at different stages of production
and distribution system

Q46.

Correct answer: (a) Horizontal integration

Explanation:

A firm gets horizontally diversified by integrating through acquisition of one or more similar businesses operating at the
same stage of the production-marketing chain.

Q47.

::(MTP1 Nov 2023 2 Marks"f

Correct answer: (b) Stability strategy.
Explanation:
Stability strategy is opted when a product has reached the maturity stage of the product life cycle.
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Chapter 5 - Strategy Implementation and Evaluation

Part | : Descriptive Questions
Strategic Management Model

Q1.

bu;il,d::;,a d

engthen comp

To convert strategic plans into actions and results, a manager must be able tc
nd st en company competencies and cornpetitive capabilities, crea

performance targets.

coriented activity which involv

OR .~
must be able to direct organizational change, motivate people,
te a strategy-supportive work climate, and -

(ecution process. .
Marks)

'gQQdk,,ﬁffbetween; styré'tegy‘ and organizatior
. Enumerate the principal aspects of strategy execution process which are used i

in and day out.

rectified quickly.

Implementation or execution is an operat
in a strategy-supportive manner. To con

organizational change, motivate people, b
strategy-supportive work culture, and meet or beat performance targets. Good s

“fits” between strategy and organizational capabilities, structure, climate & culture.

e Developing budgets that steer ample resources in

o Staffing the organization with the need

strategy-supportive competencies and competit ‘ \ .
Ensuring that policies and operating procedures facilitate rather than impede effective execution.

Using the best-known practices to perform core business activities and pushing for continuous improvement.

e Installing information and operatin

e Exerting the internal leadership needed t
the organization encounters stumbling b

ions-oriented activity aimed at shaping the performance of core business activities
vert strategic plans into actions and results, a manager must be able to direct
uild and strengthen company’s competencies and competitive capabilities, create a
trategy execution involves creating strong

In most situations, strategy-execution process includes the following principal aspects:

to those activities that are critical to strategic success.
ed skills and expertise, consciously building and’ strengthening
ive capabilities, and organizing the work effort.

g systems that enable company personnel to better carry out their strategic roles day

e Motivating people to pursue the target objectives energetically.
Creating culture and climate conducive to successful strategy implementation and execution.

o drive implementation forward and keep improving strategy execution. When
locks or weaknesses, management has to see that they are addressed and

Q2. | Present é:diaérammé\t’i‘c representation of a Strategic Management model.
(SA,:NbV2018,;2Marks)f i , G :
- OR: =

With the

(RTR Nov2019,NA)

help of a model explain strategic management process.

Identifying an organization's vision, mission, ¢
The strategic management process is dynamic an
can necessitate a change in any or all

Therefore, strategy formulation, implementation,
at the end of the year or semi-annually.

goals and objectives, is the starting point for strategic management process.
d continuous. A change in any one of the major components in the model

of the other components.

and evaluation activities should be performed on a continual basis, not just
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Formulating, implementing, and evaluating strategies are the major components of the strategic management that are
represented in the following model:

[ Environmental

A4
Develop Vision, | Generate, Analyse Implement  Strategic
JEVEI0P Vi ol P : plement e
Missionand >land selectStrategies a7 | Evaluation and
‘Objecties ) g - Strategies “Control
B i A
Organisation
Appraisal
: . ] — —
Analysis Implementation Evaluation

The strategic management process is not as cleanly divided and neatly performed in practice. Strategists do not go through
the process in lockstep fashion. Generally, there is give-and-take among hierarchical levels of an organization. Many
organizations conduct formal meetings semi-annually to discuss and update the firm’s vision/mission, opportunities/threats,
strengths/weaknesses, strategies, objectives, policies, and performance. Creativity from participants is encouraged in
meeting. Good communication and feedback are needed throughout the strategic management process.

Strate

gic Planning

Qs.

How a company can deal with strategic uncertainty?
(RTP, May 2018, NA) (MTP 1, Nov 2018, 3 Marks)

Strategic uncertainty denotes the uncertainty that has crucial implications for the organisation. An approach to deal with
strategic uncertainty is by grouping them into logical clusters or themes. It is then useful to assess the importance of each
cluster in order to set priorities with respect to Information gathering and analysis.

Q4.

Differentiate befWeen Strategic P'!k?nhing'and Operational Planning. ’
(RTP, May 2022, NA) (MTP2, Nov 2023, NA) - e

Difference between Strategic Planning and Operational Planning:

Strategic Planning

Operational planning

Strategic planning shapes the organisation and its
resources.

Operational planning deals with current deployment of
resources.

Strategic planning assesses the impact of environmental
variables.

Operational planning develops tactics rather than strategy.

Strategic planning takes a holistic view of the organisation.

Operational planning projects current operations into the
future.

Strategic planning develops overall objectives and
strategies.

Operational planning makes modifications to the business
functions but not fundamental changes.

Strategic planning is concerned with the long-term success

Operational planning is concerned with the short-term
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of the organisation. success of the organisation.

Strategic planning is a senior management responsibility. Operational planning is the responsibility of functional
managers.

Yes, strategic planning is an important constituent of strategic management. Itis a process of determining organizational
strategy. It gives directions to the organization and involves making decisions and allocating resources to pursue the
strategy. It is the formal blueprint of future course of an organization.

Strategic plans are made by the senior management for the entire organization after taking into account the organization
strength and weaknesses in the light of opportunities and threats in the external environment. They involve acquisition and
allocation of resources for the attainment of organizational objectives.

Strategic planning deals with one or more of three key questions:
e What are we doing?
e For whom do we do it?
e How to improve and excel?

Following are the characteristics of strategic planning:
e  Strategic planning shapes the organisation and its resources.
Strategic planning assesses the impact of environmental variables.
Strategic planning takes a holistic view of the organisation.
Strategic planning develops overall objectives and strategies.
Strategic planning is concerned with the long-term success of the organisation.
Strategic planning is a senior management responsibility.

Strategy Formulation and Implementation

Q7.

Strategy implementation is_missing in HQ. Implementation is the managerial exercise of putting a chosen strategy into
action. It deals with the managerial exercise of supervising the ongoing pursuit of strategy, making it work, improving the
competence with which it is executed and showing measurable progress in achieving the targeted results.

Strategic implementation is concerned with translating a strategic decision into action, which presupposes that the decision
itself (i.e., the strategic choice) was made with some thought being given to feasibility and acceptability. The allocation of
resources to new courses of action will need to be undertaken, and there may be a need for adapting the organization’s
structure to handle new activities as well as training personnel and devising appropriate systems.

It is crucial to realize the difference between the formulation and implementation because they both require very different
skills. Also, a company will be successful only when the strategy formulation is sound and implementation is excellent.

nd Strategy Implementation.
021, 5 Marks) (MTP1, Nov 2021, 5 Marks) (M
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Strategy Formulation Strategy Implementation

Strategy formulation focuses on effectiveness. Strategy implementation focuses on efficiency.

Strategy formulation is primarily an intellectual process. Strategy implementation is primarily an operational
process.

Strategy formulation requires conceptual intuitive and Strategy implementation requires motivation and
analytical skills. leadership skills.

Strategy formulation requires coordination among the Strategy implementation requires coordination among the
executives at the top level. executives at the middle and lower levels.

Qs.

‘f"Strategy formulatlon and strategy rmplementatron are mtertwmed and hn ed witf
'ﬂsultable argument , e ; .

(SA, May 2022 5 Marks)

The strategy formulation and strategy implementation are intertwined and linked with each other. Two types of linkages exist
between these two phases of strategic management. The forward linkages deal with the impact of strategy formulation on
strategy implementation while the backward linkages are concerned with the impact in the opposite direction.

Forward Linkages: The different elements in strategy formulation starting with objective setting through environmental and
organizational appraisal, strategic alternatives and choice to the strategic plan determine the course that an organization
adopts for itself. With the formulation of new strategies, or reformulation of existing strategies, many changes have to be
affected within the organization. For instance, the organizational structure has to undergo a change in the light of the
requirements of the modified or new strategy. The style of leadership has to be adapted to the needs of the modified or new
strategies. In this way, the formulation of strategies has forward linkages with their implementation.

Backward Linkages: Just as implementation is determined by the formulation of strategies, the formulation process is also
affected by factors related with implementation. While dealing with strategic choice, remember that past strategic actions
also determine the choice of strategy. Organizations tend to adopt those strategies which can be implemented with the help
of the present structure of resources combined with some additional efforts. Such incremental changes, over a period of time,
take the organization from where it is to where it wishes to be. It is to be noted that while strategy formulation is primarily an
entrepreneurial activity, based on strategic decision-making, the implementation of strategy is mainly an administrative task
based on strategic as well as operational decision-making.

Q9.

"ABC Ltd is a shoe manufac’rurmg company The strateglc manager of ABC ltd is Ms Suman Ms Suman hlred the best
,desrgners she could find online for her ethnic shoe brand but later she found that the desrgners were better at [eather desrgns

Identify and exp!am linkage in the given situation as she had to change her stra’regy basrs the actual resources she had?
(MTP1, Nov 2022, 5 Marks) (RTP, Nov 2023, NA)

The strategy. formulation and strategy implementation are intertwined and linked with each other. Two types of linkages exist
between these two phases of strategic management. The forward linkages deal with the impact of strategy formulation on
strategy implementation while the backward linkages are concerned with the impact in the opposite direction.

In the given situation Ms. Suman has to follow Backward Linkages as she had to change her strategy basis the actual
resources she had. While dealing with strategic choice, remember that past strategic actions also determine the choice of
strategy. Organizations tend to adopt those strategies which can be implemented with the help of the present structure of
resources combined with some additional efforts. Such incremental changes, over a period of time, take the organization
from where it is to where it wishes to be.

Strategic Change

Q10.

Define Refreezing in Kurt Lewin's changa process.'
(RTP, May 2018, NA)
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Kurt Lewin proposed three phases of the change process - Unfreezing, changing and then refreezing. Refreezing occurs when
the new behaviour becomes a normal way of life. The new behaviour must replace the former behaviour completely for
successful and permanent change to take place. It may be achieved through continuous reinforcement.

Q11. | Define strategic change. Explain the various stages/phases of change process as propounded by Kurt Lewin,
(MTP1, May 2018, 7 Marks) v e i
, What,:sstrateg;cbﬁa’nge?,Explain'the,ﬁchéngefpr'o,ce'ss]p,roppkskeyd by-kKu‘rﬂt,_,lr-ewin'jthat can be useful in implementing strategie:
The changes in the environmental forces often require businesses to make modifications in their existing strategies and bring
out new strategies. Strategic change is a complex process that involves a corporate strategy focused on new markets,
products, services and new ways of doing business.
Three steps for initiating strategic change are:

)] Recognise the need for change ~ The first step is to diagnose which facets of the present corporate culture are
strategy supportive and which are not.

i) Create a shared vision to manage change ~ Objectives of both individuals and organisation should coincide. There
should be no conflict between them. This is possible only if the management and the organisation members follow a
shared vision.

iif) Institutionalise the change - This is an action stage which requires the implementation of the changed strategy.
Creating and sustaining a different attitude towards change is essential to ensure that the firm does not slip back
into old ways of doing things.

Kurt Lewin proposed three phases of the change process for moving the organization from the present to the future.

i) Unfreezing the situation ~ The process of unfreezing makes the individuals or organisations aware of the necessity
for change and prepares them for it. The change should not come as a surprise to the members of the organisation.
Sudden and unannounced change would be socially destructive and morale lowering,

ii) Changing to new situation — once unfreezing is complete and members of the organisation recognize the need for
change, then their behaviour patterns need to be redefined as:

e Compliance— enforcing reward and punishment strategy for good or bad behaviour

e ldentification—members are psychologically impressed to identify themselves with some given role models
whose behaviour they would like to adopt.

o Internalisation - involves some internal changing of the individual's thought process. They are given the
freedom to learn and adopt new behaviour.

iif) Refreezing ~ occurs when the new behaviour becomes a normal way of life. The new behaviour must replace the
former behaviour completely for successful and permanent change. This can be achieved by continuously
reinforcing the newly acquired behaviour.

Change process is not a one-time application but a continuous process due to dynamism and ever-changing environment.
Q12. Dr. Raman has been 'r'u,nning a 'nur'sing home for about twenty two years now, and has gained enormous name for his

benevolence in Balram district of Chhattisgarh. Recently, his daughter, Dr. Radhika completed her medicine degree from the
- United States of America and returned to her hometown to be a part of her father's practice.. She has been given the baton to

promote modern medicine and retain the local skilled youth in their practice. However, their nursing home's skilled youth has:

‘been more inclined to E-Commerce employment opportunities. Dr. Radhika has taken it as a challenge to imbibe the very -
‘essence"’of's;ervige in;th;em.‘ by beiy'ng.e,:mplo‘yedlas nurses yand,c:ar'etaker's of the il ,ThisiShall be very crucial in growing the
‘practice as desired. Which of the following phases of Kurt Lewin's Madel of Change will be most challenging for Dr. Radhika to

‘étrategically‘poéitioning her father’s nursing home? S

(MTP1,May 2020, 5 Marks)

Kurt Lewin’s Model of Change proposes three phases of change process to make the change lasting.

They are Compliance, Identification and Internalization.
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For Dr. Radhika, Compliance and ldentification will not a big challenge, as her father has been one of the most sort after
personalities serving the ill in their district. And her return from the USA to serve her country, especially her district, will help
the workforce identify her as a role model and there would actually be no need for compliance, i.e. Reward and Punishment
for bringing about a change.

However, the new lucrative E-Commerce employment opportunities will have to be fought through Internalization, i.e. internal
changing of the individual's thought process, to give them freedom to learn and succeed. Thus, Internalization will be the
most challenging phase.

H.C. Kellman has proposed three methods for reassigning new patterns of behaviour. These are compliance, identification

‘| and internalisation.

e Compliance: It is achieved by strictly enforcing the reward and punishment strategy for good or bad behaviour. Fear of
punishment, actual punishment or actual reward seems to change behaviour for the better.

o Identification: Identification occurs when members are psychologically impressed upon to identify themselves with
some given role models whose behaviour they would like to adopt and try to become like them.

e Internalization: Internalization involves some internal changing of the individual’s thought processes in order to adjust to
a new environment. They have given freedom o learn and adopt new behaviour in order to succeed in the new set of
circumstances.

Q14.

vironmen :
~same explain the areas to be fo
strategic change process.
(A May 2023, SMarks)

Connect Group has to do strategic change for its survival. The changes in the environmental forces often require businesses
to make modifications in their existing strategies and bring out new strategies. Strategic change is a complex process that
involves a corporate strategy focused on new "markets, products, services and new ways of doing business. Unless
companies embrace change, they are likely to be freeze and unless companies prepare to deal with sudden, unpredictable,
discontinuous, and radical change, they are likely to be extinct.

Three steps for initiating strategic change are:

i) Recognise the need for change — The first step is to diagnose the which facets of the present corporate culture are
strategy supportive and which are not.

ii)) Create a shared vision to manage change — Objectives of both individuals and organisation should coincide. There
should be no conflict between them. This is possible only if the management and the organisation members follow a
shared vision.

iii) Institutionalise the change — This is an action stage which requires the implementation of the changed strategy.
Creating and sustaining a different attitude towards change is essential to ensure that the firm does not slip back
into old ways of doing things.

Q15.

ugh a significant restructuring. The strategic change invo
help Glassware avoid duplication of support activities anc
ff bri which they went to great lengt
tive challenges. Identify and explai
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Glassware Lid. is currently in the 'unfreezing’ stage, where management is attempting to explain the need for change in an
atternpt to maximize buy-in by employees and reduce the amount of resistance.

Unfreezing the situation: The process of unfreezing simply makes the individuals aware of the necessity for change and
prepares them for such a change. Lewin proposes that the changes should not come as a surprise to the members of the
organization. Sudden and unannounced change would be socially destructive and morale lowering. The management must
pave the way for the change by first “unfreezing the situation”, so that members would be willing and ready to accept the
change.

Unfreezing is the process of breaking down the old attitudes and behaviours, customs and traditions so that they start with a
clean slate. This can be achieved by making announcements, holding meetings and promoting the new ideas throughout the
organization.

Q1e.

XYZ Ltd. is an automobile company that offers diversified products for all customer segments. Due to COVID-1 9, the changes
took place in conomy forced the Y : \ange T ng"theyiCEOfof,t’heecompany,;what,’s’c’ages'wmey
follow for developing and uting the o ; ST e

| 022, 5 Marks)

Today, India has become the outsourcing hub for many of the global automobile manufacturers. The auto industry comprises
of four segments which are passenger vehicles, commercial vehicles, three wheelers and two wheelers. XYZ Ltd. is an
automobile company that offers diversified products for all customer segments. The company has already in existence, so it
has its own vision, mission and a strategy to execute for achieving its vision. While developing and executing the strategy, XYz
Ltd. might have followed the five-stage managerial process as given below:

Developing a strategic vision.
Environmental and organisational analysis.
Formulation of strategy.

Implementing and executing the strategy.
Strategic evaluation and control.

ok N

But due to COVID-19, the automobile industry has faced:the lockdown situation. Changes in the economy forced the XYZ Ltd.
to change its existing strategy and prepare the new strategy. The changes in the environmental forces due to COVID-19
requires XYZ Ltd. to make modifications in their existing strategies and bring out new strategies. For initiating strategic
change, three steps can be followed by the CEO of the company which are as under:

i) Recognize the need for change: This is the first step to diagnose facets of the corporate culture that are strategy
supportive or not. This has already identified by the XYZ Ltd.
ii) Create a shared vision to manage change: Objectives and vision of both individuals and organization should

coincide. The CEO of XYZ Lid. need to constantly and consistently communicate the vision not only to inform but
also to overcome resistance.

iiif) Institutionalize the change: Creating and sustaining a different attitude towards change is essential to ensure that
the XYZ Ltd. does not slip back into old ways of thinking or doing things. All these changes should be setup as a
practice to be followed by the company and be abie to transfer from one level to another as a well settled practice.

Organisational Structure

Q17.

Explain the concept of Network structure,

(RTP, May 2018, NA) |
A network structure is suited to unstable environment.! Elucidate this statement
(RTR May2022,NA) -

Due to reoccurrence ‘of various variants of Corona virus, LMN Ltd. is facing unstable environment and it has ffsitariéd"

unbundling and disintegrating its activities. It also started relying on outside vendors for performing these activities. Identify

the organisation structure LMN 'Ltdf.j:i's,'s'h'ifting'to'.'Undér what circumstances this structure becomes useful?
v(SArMaVZOZZ,5:Marks)” - Sy i S e :

Neeraj Arora | www.edu91.org 5.7



Question Bank - Chapter &

Compiled by Neeraj Arora and TEAM

e

’Sama '?,E{e@ttoniés“"fLimited": is engaged in ‘manufacturing and sale of consumer electron ,
rated 'best in "customer satisfaction survey' for 5 years in arow. The spread of the current pan emic has aff nterns

‘and external ‘environment. of the company adversely. Such adverve impact has negatively impacted the revenue of the .
company. In order 1o survive and: retain the business, the company decided to okut,sourcye[a,majqr, part of its organisational
actiVitAiés,.,li,ke,manufacturing,,,di:stkrib,utiqn; channels,,;aft'erﬂsales service etc. Now the or‘ganisatiOnfsgbusin:ekss}fungtyior,\,‘sare ,

wide with a small headquarter' connected to independent business units digitally. - .

Samar Electronics Limited transitioning into network structure. It is a newer and somewhat more radical organisational

design. Its essential features are as follows: .

1. Itis termed as “non-structure” as it eliminates in house functions and outsources many of them.

2. An organisation organised in this manner is often called "virtual organisation” because it is composed of a series of
project groups of collaborations linked by constantly changing nonhierarchical, cob-web like structures.

3. Network structures become most useful when the environment of a firm is unstable and is expected to remain so. Under
such conditions, there is usually a strong need for innovation and quick response.

4. Instead of having salaried employees, it may contract with people for a specific project of length of time.

Long i~rm contracts with suppliers and distributors replace services that company could provide for itself.

o

However, network structure does have following disadvantages that the company may face in future:

1. The availability of numerous potential pariners can be a source of trouble.

2. Co-ordination among the functioning of business partners is perhaps, the biggest problem for the management in the
networking structure.

3. Employees may lack the level of confidence necessary to participate actively in organisation sponsored learning
experiences.

Q18. | Wiite short note on Characteristics of strategic business unit (SBU). | =
(TP MayZOWAMeke)

Explain strategic business unit (SBUS). e
(RTP Nov2018,NA) o B
What is a strategic business unit? What are its advantages?
(RTP, May 2020, NA) (MTP1, May 2020, 5 Marks) (ICAl Study Material)

Moonlight‘Pri\(ateﬂ'Limiyt'e,d, deals in multi-products and multi-businesses. It has its own set of 'competitors.’lt seems
impra,ctical for the compan‘y to provide separale strategic planning.trec tment:to each one of its prodUct;or,businesses. Asa
strategic manager, suggest the type of structure best suitable for Moonlight Private Limited and state its benefits. T
(SA, Jan 2021, 5 Marks) (ICAl Study Material) ' S ' ,

; »’”,"f o i : . OR : =
wa'the"Strategic Business Unit (SBU), structure becomes imperative in an organization with increase in number; size and '
diversity of divisions? - e L G , ' e
(RTP, May 2022, NA) L
Write short note on Strategic Business Unit (SBU). ' '
(SA, Nov 2‘622;'51M’ajrks) o :

SBU is a part of a large business organization that is treated separately for strategic management purposes. It is separate
part of large business serving product markets with readily identifiable competitors. It is created by adding another level of
management in a divisional structure after the divisions have been grouped under a divisional top management authority
based on the common strategic interests. Very large organizations, particularly those running into several products, or
operating at distant geographical locations that are extremely diverse in terms of environmental factors, can be better
managed by creating strategic business units. SBU structure becomes imperative in an organization with increase in number,

size and diversity.

The three most important characteristics of SBU are:
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e It is a single business or a collection of related businesses which offer scope for independent planning and which
might feasibly stand alone from the rest of the organization.

e It has its own set of competitors.
e It has a manager who has responsibility for strategic planning and profit performance. He has control of

profit-influencing factors.

Benefits of SBU are:

@
e
@
®
@

Thus, an SBU structure with its set of advantages would be most suitable for the company with the given diverse businesses
having separate identifiable competitors, but a common organizational goal.

Establishing coordination between divisions having common strategic interests.
Facilitates strategic management and control on large and diverse organizations.
Fixes accountabilities at the level of distinct business units.
Allows strategic planning to be done at the most relevant level within the total enterprise.
Makes the task of strategic review by top executives more objective and more effective.
Helps allocate corporate resources to areas with greatest growth opportunities.

Q19.
For development of matrix structure; Davis and Lawrence have proposed three distinct phases:
o  Cross-functional task forces: Temporary cross-functional task forces are initially used when a new product line is being
introduced. A project manager is in charge as the key horizontal link.
e  Product/brand management: If the cross-functional task forces become more permanent, the project manager becomes
a product or brand manager and a second phase begins. In this arrangement, function is still the primary organizational
structure, but product or brand managers act as the integrators of semi-permanent products or brands.
e Mature matrix: The third and final phase of matrix development involves a true dual- authority structure. Both the
functional and product structures are permanent. All employees are connected to both a vertical functional superior and
a horizontal product manager.
Q20. Maan started h|s telecom busmess in 201 O 'Over next ,ﬁve years he gradually h:red ﬂfty people fo va: ous ac’u :"‘tles suc“‘ ‘as :
(SA ch 2018 5 Marks) (ICAI Study Materlal) .
Manoj has started a telecom business. Accounts, Administration, Marketing (customer creation, after sales service, vendor
coordination) are the functional areas that are desired in the organisational structure. Further there is inherent need to have a
department for the management of telecom services/ operations.
Thus, the functional structure in the telecom business of Manoj can be as follows:
Chairman
{Managing
Director/ CEO}
I ) I ) I 1
Administration
Telecom Accountsand Marketi
Operations Finance eting Human
Resource, ec.
X J L ; , J
, H ) i i
t
(sttg;er Af;ers_ales Ver'\dor_
Creation) ervice Coordination
~—]

i,

o,
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Q21.

n Technology enables Services (TeS) and Gommurications business
tion : ntegrated an Artificial Intelligence (Al) tool named ‘Zeus [n’fosao, "erycecés'se’g
ising Deep Learning technique provided a digital leap transformation in vayry'lousrbusmae ; r?u Ceerees
significantly diminished the role played by specialist managers of the middle m’anmgé rment, Thie
dition to saving organisational costs by replacing many tfas‘t(:r%fetgseigx?:;eki?ga?ahgees’kewéd middle
o an,d,bfottom o Wit a'nia:fim s?,ru,cture, is the company'traﬂsitionkin‘g into? ’

. i 0
The company Delta is transitioning into the Hourglass organization structure t?ecause it has ‘useg ;ecshzﬂ;ﬂgar;;‘:;etrs
transform various business processes and operations and has significantly dimi.msl"ied therole p ayel Yn pmany tasks of the
of the middle management. The technological tool in addition to savings orgamsatlpnal costs by rep aci gd st in faster
middle management has also served as a link between top and botiom levels in the organization an

: ; indicate towards
decision making. The skewed middle fevel managers now perform cross-functional duties. All these factors indica
Hourglass organization structure.

Mo,

““Wide at the top

i) Narrow at the middle

= . Widest at the bottom

Q22.

Elucidate MarxSuuore
:_Wri;teﬂ a short note on Matrix st'ruc’t:ure.' L g
(RTE Nov2023,NA)

In matrix structure, functional and product forms are combined simultaneously at the same Ieveil Cci)f tf;l:ngf?'tz;;oirs"
Employees have two superiors, a product / project manager and a functional manager. The hom‘e f epathese functiona’I
engineering, manufacturing, or marketing - is usually functional and is reasonably permanent. People from

units are often assigned temporarily to ore or more product units or Projects.

The product units / projects are usually temporary and act like divisions in that they are dlfferentlfatedl ﬁgradﬁzf;ﬁsl?’;ﬁf
basis. The matrix structure may be very appropriate when organizations conclude ’fhat nexther func’;l]or?a omentation of thei’r
even when combined with horizontal linking mechanisms like strategic business units, are right for t heﬂlmpbiﬁt of the product
strategies. Matrix structure was developed to combine the stability of the functional structure with flexibility

. . i i complex and
form. 1t is very useful when the external environment (especially its technological and market aspects) is very p
changeable.

; ' i i f authority and
A matrix structure is most complex of all designs because it depends upon both vertical and horizontal flows o y
communication. It may result in higher overhead costs due to more management positions.

The matrix structure is often found in an organization when the following three conditions exist:

1. Ideas need to be cross-fertilized across projects or products;
2. Resources are scarce; and

3. Abilities to process information and to make decisions need to be improved.

Q23.

‘Discuss the concept of Multi Divisional Structure,
(RTP, May 2019, NA) (MTP 2, May 2019,5Marks)
- o OR ff At citi "riyd'ifna'rke'ts
L Y e in [ 1 cities and |
lectronics and FMCG and are having outlets in different cities ¢ mal
ehzt\;/ting’ technical difficulty in dealing with distinct product line and markets

Bun

) Pyt Ltd is dealing in multiproduct fike
-acK ' L it

India. Due to . ration, it i

‘ 5.10
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Q24.

To deal with the problems facing by the Bunch Pvt Ltd., we suggest Multi_divisional structure for the organisation.
Multidivisional (M-form) structure is composed of operating divisions where each division represents a separate business to
which the top corporate officer delegates responsibility for day-to-day operations and business unit strategy to division
managers. By such delegation, the corporate office is responsible for formulating and |mp|ement|ng overall corporate strategy
and manages divisions through strategic and financial controls.

Multidivisional or M-form structure was developed in the 1920s, in response to coordination- and control-related problems in
large firms. Functional departments often had difficulty dealing with distinct product lines and markets, especially in
coordinating conflicting priorities among the products. Costs were not allocated to individual products, so it was not possible
to assess an individual product's profit contribution. Loss of control meant that optimal allocation of firm resources between
products was difficult (if not impossible). Top managers became over-involved in solving short-run problems (such as
coordination, communications, conflict resolution) and neglected long-term strategic issues.

Multidivisional structure calls for:
e Creating separate divisions, each representing a distinct business.
e  Each division would house its functional hierarchy.
e  Division managers would be given responsibility for managing day-to-day operations.
e

A small corporate office that would determine the long-term strategic direction of the firm and exercise overall financial
control over the semi-autonomous divisions.

ba ed management tool inits organlzahon which are avmg
hno addl’uon to savmg orgamsa’nonai

In the recent years information technology and communications have significantly altered the functioning of organizations.
The role played by middle management is diminishing as the tasks performed by them are increasingly being replaced by the
technological tools. Hourglass organization structure consists of three layers in an organisation structure with constricted
middle layer. The structure has a short and narrow middle management level.

Information technology links the top and bottom levels in the organization taking away many tasks that are performed by the
middle level managers. A shrunken middle layer coordinates diverse lower level activities.

“Wide at the top

Narrow at the middle

... Widest at the bottom
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s TSI

Hourglass structure has obvious benefit of reduced costs. It also helps in enhancing responsiveness by simplifying decision
making. Decision making authority is shifted close to the source of information so that it is faster. However, with the reduced
size of middle management, the promotion opportunities for the lower |evels diminish significantly.

Q25.

CDE Ltd. has planned to implement a Strategic Business Unit (SBU) structure. Very large organisations, particularly those
running into several products, or operating at distant geographical locations that are extremely diverse in terms of
environmental factors, can be better managed by creating strategic business units. SBU structure becomes imperative in an
organisation with increase in number, size and diversity.

The attributes of an SBU and the benefits a firm may derive by using the SBU Structure are as follows:
e A scientific method of grouping the businesses of a multi - business corporation which helps the firm in strategic
planning.
e  Animprovement over the territorial grouping of businesses and strategic planning based on territorial units.

Strategic planning for SBU is distinct from rest of businesses. Products/ businesses within an SBU receive same
strategic planning treatment and priorities.

Each SBU will have its own distinct set of competitors and its own distinct strategy.

The CEO of SBU will be responsible for strategic planning for SBU and its profit performance.
Products/businesses that are related from the stand point of function are assembled together as a distinct SBU.
Unrelated products/ businesses in any group are separated into separate SBUs.

Grouping the businesses on SBU lines helps in strategic planning by removing the vagueness and confusion.
Each SBU is a separate business and will be distinct from one another on the basis of mission, objectives etc.

Q26.

What do you understand by functronal structure'?
(MTP1 May 2022 5 Marks) -

Functional structure is widely used because of its simplicity and low cost. A functional structure groups tasks and activities
by business function.

The functional structure consists of a chief executive officer or a managing director and limited corporate staff with
functional line managers in dominant functions such as production, accounting, marketing, R&D, engineering, and human
resources. Disadvantages of a functional structure are that it forces accountability to the top, minimizes career development
opportunities, etc.

Q27.

Draw Drwsronal Structure ‘with the helpof a dragram Also, give advantages and drsadvantages of thls structure in bnef

(sA; Nov 2020 5 Marks) (ICAI Study Materlal)

Divisional structure is that organizational structure which is based on extensive delegation of authority and built on division
basis. The divisional structure can be organized in one of the four ways: by geographic area, by product or service, by
customer, or by process. With a divisional structure, functional activities are performed both centrally and in each division
separately.
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Chief Executive
Corporate Legal/PR
General Manager Division A General Manager Division B

~ Marketing
Production
Personnel

Advantages of divisional structure

e  Accountability is clear: Divisional managers can be held responsible for sales and profit levels. Because a divisione?l
structure is based on extensive delegation of authority, managers and employees can easily see the results of their
good or bad performances and thus their morale is high. '

©  Other advantages: It creates career development opportunities for managers, allows local control of local situa?ions,
leads to a competitive climate within an organization, and aliows new businesses and products to be added easily.

Disadvantages of divisional structure
e  Higher cost: Owing to following reasons: (i). requires qualified functional specialist at different divisions and needed
centrally (at headquarters); (ii). It requires an elaborate, headquarters —driven control system.
e Conflicts between divisional managers: Certain regions, products, or customers may sometimes receive special

treatment, and it may be difficult to maintain consistent, company-wide practices.

Organ

isation Culture

Q28.

Write short note on ‘Impo'rtance of'corporéte culture;
(RTP, Nov 2018, NA) . o

A culture where creativity, embracing change, and challenging the status quo are pervasive is very conducive to successful
execution of a product innovation and technological leadership strategy. A culture built around such business principle.zs.as
listening to customers, encouraging employees to take pride in their work, and giving employees a high degree of decision
making responsibility is very conducive to successful execution of a strategy of delivering superior customer service.

A strong strategy-supportive culture nurtures and motivates people to do their jobs in ways conducive to effective strategy
execution; it provides structure, standards, and a value system in which to operate; and it promotes strong employee
identification with the company's vision, performance targets, and strategy. All this makes employees feel genuinely better
about their jobs and work environment and the merits of what the company is trying to accomplish. Employees are stimulated
1o take on the challenge of realizing the company’s vision, do their jobs competently and with enthusiasm, and collaborate
with others as needed to bring the strategy to success.

Q29.

Describe corporate culture. Elaborate the statement 'Culture is a strength that can also be a weakness'.

(SA, Nov 2018, 5 Marks)

HOw{can'a corporate chfgu're be both strength and weakness of an organisation?
(MTP1, May 2019, 5 Marks) (MTP1, Nov 2019, 5 Marks) .

Corporate culture refers to a company’s values, beliefs, business principles, traditions, way of operating and internal work
environment. Every corporation has a culture that exerts powerful influences on the behaviour of managers.

Culture as a strength ~ Culture can facilitate communication, decision making and control and create cooperation and
commitment. An organisation’s culture could be strong and cohesive when it conducts its business according to clgar and
explicit set of principles and values. The management devotes considerable time in communicating values & principles to
employees and sharing them widely across the organisation.
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Culture as a weakness ~ can obstruct the smooth implementation of strategy by creating resistance to change. An
organisation’s culture can be characterised as weak when many sub cultures exist, few values and behavioural norms are
shared and traditions are rare. In such organisations, employees do not have a sense of commitment, loyalty and a sense of
identity.

Q30.

Q31.

The scenario being referred to is culture in Jupiter Electronics. Strong culture promotes good strategy execution when there’s
fit and impels execution when there's negligible fit. A culture grounded in values, practices, and behavioral norms that match
what is needed for good strategy execution helps energize people throughout the organization to do their jobs in a
strategy-supportive manner. A culture built around such business principles as listening to customers, encouraging
employees to take pride in their work, and giving employees a high degree of decision-making responsibility. This is very
conducive to successful execution of a strategy of delivering superior customer service.

A strong strategy-supportive culture makes employees feel genuinely better about their jobs and work environment and the
merits of what the company is trying to accomplish. Employees are stimulated to take on the challenge of realizing the
organizational vision, do their jobs competently and with enthusiasm, and collaborate with others.

-Corporate culture refers to company’s values, beliefs, business principles, traditions, ways of operating and internal work
environment. Changing problem cultures is very difficult because of deeply held values and habits. 1t takes concerted
management action over a period of time to replace an unhealthy culture with a healthy culture or to root out certain
unwanted cultural obstacles and instil ones that are more strategy -supportive.

The first step is to diagnose which facets of the present culture are strategy supportive and which are not.

Then, managers have to talk openly and forthrightly to all concerned about those aspects of the culture that have to be
changed.

e The talk has to be followed swiftly by visible, aggressive actions to modify the culture-actions that everyone will
understand are intended to establish a new culture more in tune with the strategy.

Management through communication has to create a shared vision to manage changes. The menu of culture-changing
actions includes revising policies and procedures, altering incentive compensation, shifting budgetary allocations for
substantial resources to new strategy projects, recruiting and hiring new managers and employees, replacing key executives,
communication on need and benefit to employees and so on.

Q32.

Strong cultures promote good strategy execution when there's fit and hurt execution when there's negligible fit. A cufture
grounded in values, practices, and behavioral norms that match what is needed for good strategy execution helps energize
people throughout the organization to do their jobs in a strategy-supportive manner. A culture built around such business
principles as listening to customers, encouraging employees to take pride in their work, and giving employees a high degree of
decision-making responsibility. This is very conducive to successful execution of a strategy of delivering superior customer
service.
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A work environment where the culture matches the conditions for good strategy execution provides a system of informal rules
and peer pressure regarding how to conduct business internally and how to go about doing one’s job.

A strong strategy-supportive culture makes employees feel genuinely better about their jobs and work environment and the
merits of what the company is trying to accomplish. Employees are stimulated to take on the challenge of realizing the
organizational vision, do their jobs competently and with enthusiasm, and collaborate with others.

Strategic Leadership

Q33. | Distinguish between Transformational and transactional Ieadershrp

(RTP.May 2018, NA) (SA, Nov 2019, 5 Marks) (MTP1 Nov2021,5 Marks)

: , OR ,
How can you drfferentrate between transformatlonal and transactlonal leaders7
‘(RTP Nov 2020 NA) (RTP Nov 2021, NA) (ical s, , dy Matenal)) .
Distinguish between Transformatronal Leadership Style and Transactlonal Leadershrp Style o .
(MTP1 Nov 2022 5 Marks)

Difference between transformational and transactional leadership:

1. Transformational leadership style uses charisma and enthusiasm to inspire people to exert them for the good of
organization. Transactional leadership style uses the authority of its office to exchange rewards such as pay, status
symbols etc.

2. Transformational leadership style may be appropriate in turbulent environment, in industries at the very start or end of
their cycles, poorly performing organisations, when there is a need to inspire a company to embrace major changes.
Transactional leadership style can be appropriate in static environment, in growing or mature industries and in
organisations that are performing well.

3. Transformational leaders inspire employees by offering excitement, vision, intellectual stimulation and personal
satisfaction. Transactiona! leaders prefer a more formalized approach to motivation, setting clear goals with explicit
rewards or penalties for achievement and non-achievement. Transactional leaders focus mainly to build on existing
culture and enhance current practices.

Q34. Suresh Sinha has been recently appomted as the head.ofa strategrc busmess unit of a Iarge multrproduct company Advrse Mr
Sinha about the leadershrp role to be played by him in execution of strategy. ' 7 . l

(RTP May 2018, NA) (MTPZ May 2021 5 Marks) (MTP2, May 2022, 5 Marks) (lCAl Study Materral)

, . OR -
Discuss the leadershlp roles played by the managers |n pushmg for good strategy executron -
'(SA May 2019 5 Marks) : , i ~ ,

T OR S S : :
You have been appomted as a Chief Executive Ol’ﬁcer (CEQ)i ina company which is facrng many drfﬂcultles in proper executron
of its strategy. Explain the leadership roles which you should play in pushing for good strategy executlon
(SA, Nov 2022 5 Marks) (SA, May 2023, 5 Marks)

A manager as a strategic leader has many different leadership roles to play: visionary, chief entrepreneur and strategist, chief
administrator, culture builder, resource acquirer and allocator, capabilities builder, process integrator, crisis solver,
spokesperson, negotiator, motivator, arbitrator, policy maker and so on. Managers have five leadership roles to play in pushing
for good strategy execution:

i) Staying on top of what is happening, closely monitoring progress, solving out issues, and learning what obstacles lie
in the path of good execution.

i) Promoting a culture of esprit de corps that mobilizes and energizes organizational members to execute strategy ina
competent fashion and perform at a high level. ’

iii) Keeping the organization responsive to changing conditions, alert for new opportunities, bubbling with innovative
ideas, and ahead of rivals in developing competitively vaiuable competencies and capabilities.

iv) Exercising ethical leadership and insisting that the company conduct its affairs like a model corporate citizen.
V) Pushing corrective actions to improve strategy execution and overall strategic performance.

Q35. | Ritchwick, located in Mumbai, Maharashtra, is owner of a popular brand of ready to eat snack "l'rendy Yash hlS son after;f
completmg Chartered Accountancy started assisting his father in runnmg of busmess The approaches followed by father and ’
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Ritchwick is a follower of transactional leadership style that focuses on designing systems and controlling the organization's
activities. Such a leader believes in using authority of its office to exchange rewards, such as pay and status. They prefer a
more formalized approach to motivation, setting clear goals with explicit rewards or penalties for achievement or
non-achievement. Transactional leaders try to build on the existing cutture and enhance current practices. The style is better
suited in persuading people to work efficiently and run operations smoothly.

On the other hand, Yash is follower of transformational leadership style. The style uses charisma and enthusiasm to inspire
people to exert them for the good of the organization. Transformational leaders offer excitement, vision, intellectual
stimulation and personal satisfaction. They inspire involvement in a mission, giving followers a ‘dream’ or ‘vision’ of a higher
calling so as to elicit more dramatic changes in organizational performance. Such a leadership motivates followers to do
more than originally affected to do by stretching their abilities and increasing their self- confidence, and also promote
innovation throughout the organization.

Q36.

Ram is a follower of transactional leadership style that focuses on designing systems and controlling the organization's
activities. Such a leader believes in using authority of its office to exchange rewards, such as pay and status. They prefer a
more formalized approach to motivation, setting clear goals with explicit rewards or penalties for achievement or
non-achievernent. Transactional leaders try to build on the existing culture and enhance current practices. The style is better
suited in persuading people to work efficiently and run operations smoothly.

On the other hand, Shyam is a follower of transformational leadership style. The style uses charisma and enthusiasm to
inspire people to exert them for the good of the organization. Transformational leaders offer excitement, vision, intellectual
stimulation and personal satisfaction. They inspire involvement in a mission, giving followers a ‘dream’ or 'vision’ of a higher
calling so as to elicit more dramatic changes in organizational performance. Such a leadership motivates followers to do
more than originally affected to do by stretching their abilities and increasing their self-confidence, and also promote
innovation throughout the organization. '

Q37.

Aditya Bandopadhyay, an effective strategic leader of KaAthens Ltd. must be able to deal with the diverse and cognitively
complex competitive situations that are characteristic of today’s competitive landscape.

A Strategic leader has several responsibilities, including the following:

e Making strategic decisions.
e Formulating policies and action plans to implement strategic decision.
e Ensuring effective communication in the organisation.
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Q3s.

Q39.

Managing human capital (perhaps the most critical of the strategic leader's skills).
Managing change in the organisation.

Creating and sustaining strong corporate culture.

Sustaining high performance over time.

Being a CEO of a struggling company, Anshuman has adopted Iﬁmmmﬂgugﬁmmlg The style uses charisma
and enthusiasm to inspire people to exert them for the good of the organization. Transformational leaders offer excitement
vision, intellectual stimulation and personal satisfaction. They inspire involvement in a mission, giving followers a “dream’ or'
'vision' of a higher calling so as to elicit more dramatic changes in organizational performance., Such a leadership motivates
followers to do more than originally affected to do by stretching their abilities and increasing their self-confidence, and also
promote innovation throughout the organization.

Anshuman believed in the potential of his team. He started by communicating his vision to his employees. He encouraged
them to think outside the box, take risks and be creative. He also invested in training programs to help employees develop
new skills. He regularly recognized and rewarded employees for their hard work, which increased their job satisfaction and
commitment,

(i) Ramesh adopted transactional leadership style, while Suresh adopted transformational Ieaderéhip style.

(i) Transactional leadership style can be appropriate in settled and static environment, in growing or mature industries and
in organizations that are performing well.
Transformational leadership style may be appropriate in turbulent environment, in industries at the very start or end of
their life cycles, in poorly performing organizations when there is a need to inspire a company to embrace major
changes.

(iii) Transactional leadership style uses the authority of its office to exchange rewards such as pay, status symbols etc.
Transactional leaders prefer a more formalized approach to motivation, setting clear goals with explicit rewards or
penaities for achievement and non-achievement. Transactional leaders focus mainly to build on existing culture and
enhance current practices.

Strategic Control
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What is implementation control? Discuss its basio forms.

(RTP, Nov 2019, NA) (RTP, Nov 2021, NA) (RTP, Nov 2023, NA) (ICAI Study Material)

Managers implement strategy by converting major plans into concrete, sequential actions that form incremental steps.
Implementation control is directed towards assessing the need for changes in the overall strategy in light of unfolding events
and results associated with incremental steps and actions.

Strategic implementation control is not a replacement to operational control. Strategic implementation control, unlike
operational controls, continuously monitors the basic direction of the strategy. The two basic forms of implementation
control are:

i) Monitoring strategic thrusts: Monitoring strategic thrusts help managers to determine whether the overall strategy is
progressing as desired of whether there is need for readjustments.

ii) Milestone reviews: All key activities necessary 10 implement strategy are segregated in terms of time, events or major
resource allocation. It normally involves a complete reassessment of the strategy. !t also assesses the need to
continue or refocus the direction of an organization.

Q41.

s of strategic control in brief

is Strategic Control important for organizations? Discuss briefly 4 types of strategic. control that can be imp

ve the enterprise goals

involves evaluating strategy as it is formulated and implemented. It is directed towards identifying problems and changes in
premises and making necessary adjustments.

Strategic Control focuses on the dual questions of whether: (1) the strategy is being implemented as planned; and (2) the
results produced by the strategy are those intended .

There are four types of strategic control:
a) Premise control: A strategy is formed on the basis of certain assumptions or premises about the environment. Premise
control is a tool for systematic and continuous monitoring of the environment to verify the validity and accuracy of the
premises on which the strategy has been built.

b) Strategic surveillance: Strategic surveillance is unfocussed. It involves general monitoring of various sources of
information to uncover unanticipated information having a bearing on the organizational strategy.

¢) Special alert control: At times, unexpected events may force organizations to reconsider their strategy. Sudden changes
in government, natural calamities, unexpected merger/acquisition by competitors, industria! disasters and other such
events may trigger an immediate and intense review of strategy.

d) Implementation control: managers implement strategy by converting major plans into concrete, sequential actions that
form incremental steps. Implementation control is directed towards assessing the need for changes in the overall
strategy in light of unfolding events and results.

Q42.

Differences between operational control and management control are as under:

Importance of strategic control: Strategic control is an important process that keeps organisation on its desired path. It .
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i) The thrust of operational control is on individual tasks or transactions as against total or more g N
management functions. When compared with operational, management control is more inclusive gg;egatlve
aggregative, in the sense of embracing the integrated activities of a complete department, division of evn mqre
organisation, instead or mere narrowly circumscribed activities of sub-units. For example, procuring specif o entire
inventory is a matter of operational control, in contrast to inventory management as a whole. ¢ ttems for

i) Many of the control systems in organisations are operational and mechanistic in nature. A set of standards
instructions are formulated. On the other hand, the basic purpose of management control
enterprise goals — short range and long range - in an effective and efficient manner.

: , Plans and
is the achievement of

Q43.

A strategy is formed on the basis of certain assumptions or premises about the complex and turbulent

. . . . 1 O organizational
environment. Premise control is a tool for systematic and continuous monitoring of the environment to verif

y the validity and

accuracy of the premises on which the strategy has been built. It primarily involves monitoring two types of factors:
i) Environmental factors such as economic (inflation, fiquidity, interest rates), technology, social and regulatory.
i) Industry factors such as competitors, suppliers, substitutes.

Is a tool for systematic and continuous

Strategic Control

Strategic control is the process of evaluating formulated and implemented strategy. It is directed towards identifying changes
in the internal and external environments of the organization and making necessary adjustmenits accordingly.

Strategic Control focuses on the dual questions of whether: (1) the strategy is being implemented as planned; and (2) the
results produced by the strategy are those intended.

Yes, Premise control is a tool for systematic and continuous monitoring of the environment to verify the validity and accuracy
of the premises on which the strategy has been built. It primarily involves monitoring two types of factors:

i) Environmental factors such as economic (inflation, liquidity, interest rates), technology, social and legal-regulatory.
ii) Industry factors such as competitors, suppliers, substitutes.

[t is neither feasible nor desirable to control all types of premises in the same manner. Different premises may require
different amount of control. Thus, managers are required to select those premises that are likely to change and would severely
impact the functioning of the organization and its strategy. .

te Limited s an automobile company. For the past few years, it has been observed that the progress of the
as become stagnant. When scrutinized, it was found that the planning department was performing fairly well but

imple _due to improper use of sources, und of workers and

Q45.

Sanya Private.Limited deteriorating performance due to poor implementation of plans that is improper use of resources,
undesirable tendencies of the workers, and non- conformance to norms and standards, all point towards weak controls in the
organization.

Implementation of plans cannot assure results unless strong and sufficient controls are put in place. The management of the
company should focus diligently on developing controls especially in the identified problem areas.

The process of control has the following elements:
a) Objectives of the business system which could be operationalized into measurable and controllable standards.
b) A mechanism for monitoring and measuring the performance of the system.
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¢) A mechanism (i) for comparing the actual results with reference 10 the standards (ii) for detecting deviations from
standards and (iii) for learning new insights on standards themselves.

d) A mechanism for feeding back corrective and adaptive information and instructions to the system, for effecting the
desired changes to set right the system to keep it on course.

Above elements of control would ensure a proper check on improper use of resources, undesirable tendencies of the workers,
and non-conformance to norms and standards and ensure a result oriented implementation of plans.

Part li: Correct/Incorrect Questions

Q1.

l”nf,o'r’matio’n gafhering and deepanalysis can eliminate uhceftainty; L

The statement is Incorrect.
Strategic uncertainty is often represented by a future trend or event that has inherent unpredictability. Information gathering
and additional analysis is not able to eliminate uncertainty.

Q2.

The statement is Incorrect.

The strategic surveillance Is unfocussed. It involves general monitoring of various sources of information to uncover
unanticipated information having a bearing on the organizational strategy. It involves casual environmental browsing.
Reading financial and other newspapers, business magazines, attending meetings, conferences, discussions and so on.
Strategic surveillance, a loose form of strategic control, is capable of uncovering information relevant to strategy.

Q3.

ntical in all the business organizations.

The statement is incorrect.

Every company has its own organisational culture. Each has its own business philosophy and principles, its own ways of
approaching to the problems and making decisions, its own work climate, work ethics, etc. Therefore, corporate culture is
not identical in all organisations. Organisations over a period of time inherit and percolate down its own specific work ethos
and approaches. '

Q4.

';S,tr‘aytégies‘méy re,qVUiyré changes in 'Qrganiiétidhal' structure.
“(RTP, Nov 2018,NA) o

The statement is correct.

Strategies thay require changes in structure as the structure dictates how resources will be allocated. Structure should be
designed to facilitate the strategic pursuit of a firm and, therefore, should follow strategy. Without a strategy or reasons for
being, companies find it difficult to design an effective structure.

Q5.

e he3 o impact on the strategy of the organization.
(A Nov2018,2Marks) o

The statement is incorrect.

resources and there may be a need for adapting the organisation’s structure to handle new activities as well as training
personnel and devising appropriate systems.

Structures are designed to facilitate the strategic pursuit of a firm and, therefore, follows strategy. Without a strategy or
reason for being, it will be difficult to design an effective structure. Strategic developments may require allocation of

Part lll: Multiple Choice Questions

Q1.

An organizational Strdcth(é:wifh'Con's,t'ri,ctéd middle level is:
(a) Divisional structure G e ' -
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(b)'Network structure =
(0) Hourglass structure '
(d) Matrix structure ,
(ical Study Material)

Correct answer: (c) Hourglass structure
Explanation:
Hourglass structure is an organisation structure with constricted middle layer.

Q2.

,'(d) Operattons control

You are the head of operatlons of a company, When you focus on total or aggregat management functrons mt
embracmg the mtegrated activitiesof a complete departmental you are practlcmg :

(a) Strateglc control ,
=ntcontro| o
trve '”ontrol o

(ICAI Study Matenal)

Correct answer: (b) Management control
Explanation:

Management control is more inclusive and more aggregative, in the sense of embracing the integrated activities of a
complete department, division or even entire organisatlon

Q3.

‘Compliance, Identlﬂcatxon and Internahzatton are the three processes mvolved in:

(a) Refreezing
(b) Defreezing

(c) Changing behavrour pattems

(d) Breaking down old attttudes

' (ICAI Study Matenal)

Correct answer: (c) Changing behaviour patterns
Explanation:

H.C Kellman has proposed three methods for reassigning new patterns of behaviour. These are : Compliance, Identification
and Internahzatlon

Q4.

What type of orgamzational structure do most small busmesses follow?
(a) Divisional structure

(b) Functional structure

(c) Hour Glass structure -

(d) Matrix structure

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

Correct answer: (d) Matrix structure

Q5.

Change in company’s - gives rise to problems necessitating a new to be made:
(a) Structure, Strategy - i , . ‘ :

(b) Strategy, Structure

(c) Structure, Structure

(d) Strategy, Strategy - .
(Sample MCQs)

Correct answer: (b) Strategy, Structure
Explanation:

According to Chandler, changes in strategy leads to changes in organizational structure. Structure should follow strategy.

Qé.

“Which offthe‘follow'ing SitUation'Wi,ll mc}stlikely suit ,a,tranSformatiohal réa‘dejrr_;f - o
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S

nor amzat:on that is in trouble _ff o
\growing orgamza’non ‘ o
Correct answer: (a) An organization that is in trouble
Explanation:
Transformational leadership style may be appropriate in turbulent environments, in industries at the very start or end of their
life-cycles, in poorly performing organizations when there is a need to inspire a company to embrace major changes.
Q7.
: RT May, 019 NA)
Correct answer: (d) full set of commitments, decisions, and actions related to the firm.
Explanation:
e Strategic management process does not guarantee prevention of organizational failure
e Strategic management process is also concerned with conditions in its external environment
e Strategic management process can also be used in the not- -for-profit organisations
e strategic management process is full set of commitments, decisions, and actions related to the firm
Qs. ,Whrch of the followrng |s not a phase m Kurt Lewms Model of Change’7
(@) Changmg ' . -
' (b) Deep freezmg
(e) Refreezing.
(d).Unfreezing.
(RTP, May 2019, NA) (MTP2, May 2019, 1 Mark)
Correct answer: (b) Deep freezing.
Explanation:
Kurt Lewin proposed 3 phases of the change process. These stages are unfreezing, changing and refreezing.
Q9. ' Durmg what stage of strateglc management are a ﬂrms specrﬁc mternal strengths and weaknesses determmed”
(@)1 Formulation , , e . o
(b) lmplementatron
(c) Evaluation
"'(d) Feedback
,(MTP1 May 2019 1 Mark)
Correct answer: (a) Formulation
Explanation:
The first stage in strategy formulation is developing organisational alternatives in the light of organisation strengths and
weaknesses and opportunities and threats in the environment.
qio. Who isa transformatronal |eader’7 :
(a) Someone who is involved in organrzatlonal change :
(b) A leader, who provrdes new ways of carrying out management L
(c) Aleader who msplres the workers to new Ievels by offering. them avision Of a better future.
k(d) A Ieader who tries t0 transform thetr staff by grvmg them rewards for what,they do.
;,(MTPZ May 2019 1 Mark) o ~
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Q11.

Correct answer: (c) A leader who inspires the workers to new levels by offering them a vision of a better future
Explanation:

A transformational leader inspire involvement in a mission, giving followers a ‘dream’ or ‘vision’ of a higher calling so as to
elicit more dramatic changes in organizational performance.

Correct answer: (b) It provides for more control at enterprise level with centralised strategic planning
Explanation:

The SBU is given the authority to make its own strategic decisions within corporate guidelines as long as it meets corporate
objectives. Therefore, there is no centralised strategic planning.

Q12.

Correct answer: (b) Transformational
Explanation:

Transformational leadership style may be appropriate in turbulent environments, in industries at the very start or end of their
life-cycles, in poorly performing organizations.

Q13.

leadership style may be appropriate in turbulent environment.

Correct answer: (b) Transformational
Explanation:

Transformational leadership style may be appropriate in turbulent environments, in industries at the very start or end of their
life-cycles, in poorly performing organizations

Q14.

Q1s.

(RTP, May 2020, NA)

Correct answer; (d) Transactional
Explanation:
The two main styles of leadership in strategic management are transformational and transactional.
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Correct answer: (c) Strategy Implementatlon
Explanation:
Even when the strategy formulation is sound, the company cannot succeed until implementation is excellent.

Q16.

fln whrch phase of strategrc management are. annual objectives'especially important?f'

Correct answer: (d) Implementation

Qt7.

'You bemg the core strategrst of your company, entrUsted with bringing about strategic change in your Co,rnpeny; how will you
initiate "unfreezmg of the situation? ; S ' S il e e

(a) Promoting new rdeas throughout the organlzatron .

(b) Promoting comphance throughout the orgamzatron

,(c) Promoting change in process throughout the orgamza’non

/(d) None of the above

(RTP May 2020, NA) (MTP2 Nov 2022, 2 Marks)

Correct answer: (a) Promoting new ideas throughout the organization
Explanation:

Unfreezing is the process of breaking down the old attitudes and behaviors, customs and traditions and thus Promoting new
ideas throughout the organization.

Q18.

Whlch of the fol!owmg would be chosen by the core strategiet to implement operational control?
(@ Premise Contro!

(b) Specral Alert Control

(c) |mplementat|on Control

(d) Budgetary Control

(MTP1 Nov 2020 1 Mark) (lCAI Study Materlal)

Correct answer: (d) Budgetary Control
Explanation:
Prernise Control, Special Alert Control and Implementation Control are the types of strategic control. -

Q19.

;A'cor'poraﬁon Organized in network structure is often called
(a) Virtual orgamza‘non ' : ‘ caa
(b) Hrerarchrcal orgamzatlon

| (c) Structured organlzatlon

(d) Simple orgamzatlon ' ‘f '
(MTP1 May 2021 1Mark)

Correct answer: (a) Virtual organization
Explanation:

A corporation organized in network structure is a virtual organization because it is composed of a series of project groups or
collaborations linked by constantly changing non- _hierarchical, cobweb-like networks. '
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Q20. Daws and Lawrence have proposed three dlstlnot phases for development of matnx structure These pha
Cross-functronal task forces 2 Product/brand management and: (3) i .
(a) Market/extemal management ,
(b} Functional matrix
(c) Mature matrix g
_(d) Internal management o
Correct answer: (c) Mature matrix
Explanation:
Davis and Lawrence have proposed three distinct phases for development of matrix structure.
Q21. Whlch oneis NOT a type of strateglc control"
i'(a) Operatlonal contro ' '
(b) Strategic survell ce
© Special alert control o
(d) Premlse control
Correct answer: (a) Operational control
Explanation:
There are three types of control: Operational control, Management control and Strategic control.
Strategic control includes: Strategic surveillance, Special alert control, Premise control, Implementation control.
Q22.
"'(d) Strategrc Survelllance
f(MTP1 Nov 2021 2 Marks)
Correct answer: (a) Premise Control
Explanation: ity and accuracy of
Premise control is a tool for systematic and continuous monitoring of the environment to verify the validity and a
the premises on which the strategy has been built.
Q23. 'When there is rmpact of strategy |mplementatron on strategy formulatlon rt can be referred as” ’ . o
(a) Backward Lrnkages ‘ e ' o e
(b) Forward’ Lrnkages
(c) Vertrcal Lmkages S
(d) Horrzonta ’ g - -
k (MTPZ Nov,20‘?1 1 Mark) (MTPZ Nov 2022 1 Mark)
Correct answer: (a) Backward Linkages
Explanation:
The backward linkages deal with the impact of strategy implementation on strategy formulation.
Q24.

ational structure

(b) Matri Struo .
(0 Hourglass Structure" e
(d) Network Structure , ~
(RTP May 2022, NA) (MTPZ Nov 2022 1 Mark)
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Q25.
Correct answer: (c) Network Structure
Explanation:
The network structure virtually eliminates in-house business functions and outsource many of them.
Q26.

Correct answer: (a) Greg was a business level manager but now he is a corporate level manager

Explanation:

A SBU is managed-by a business level manager while a corporate jevel manager manages the entire business.

Q27.

(2) Network Structure
(b) Str,at'iewgic;Bkusiness Unit
(0) Hourglass Structure

Correct answer: (a) Network Structure

Explanation:
Network structureis a newer and somewhat mo
"mon-structure” as it virtually eliminates in-house b

re radical organisational design. The network structure could be termed a
usiness functions and outsource many of them.
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s

Correct answer: (b) Work culture
Note: As per ICA| suggested answers, correct answer is Option D

Q29.

() Company's values and beliefs

Corporate culture refers to:

(b) Company’s business principles .
(c) Internal work environment

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

Corporate culture refers to a company's values, beliefs, business principles, traditions, way of operating and internal work
environment.

Correct answer: (d) All the above
Explanation:

Corporate cuiture refers to a company's values, beliefs, business principles, traditions, way of operating and internal work
environment.

Q31. hnique to cope up with sudden change in Government, natu
(b) Strategic Surveillance
() Premise Control
(d) ,l'hiplerriéntation Control .
(MTP1,May 2023,1 Mark)
Correct answer : (a) Special Alert Control
Explanation:
At times, unexpected events may force organizations to reconsider their strategy. Sudden changes in government, natural
calamities, unexpected merger/acquisition by competitors, industrial disasters and other such events may trigger an
immediate and intense review of strategy i.e special alert control.
Q32. | Abhishek a freelancer writes ,promot,igna!‘ materials. He decided to ¢
- employee, and hired virtual assistants to transcribe voice mail, update
“kind of structure is he using for his business?
(a) Functional structure .
(b) Divisional structure i
(o) Network structure
(@) Multidivisional structure
(MTP2, May 2023, 2 Marks)
Correct answer : (c) Network structure
Explanation:
The network structure virtually eliminates in-house business functions and outsource many of them.
Q33.

(a) Sole proprietorships

In which type of organization are S't"rategi’t:'Busihgs,s,:unit‘s (SBUS comm nly f
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Q34.

Q35.

Correct answer ; {d) Multi-business organizations
Explanation:

Very large organizations, particularly those running into several products, or operating at distant geographical locations that
are extremely diverse in terms of environmental factors, can be better managed by creating strategic business units.

Correct answer : (b) Middle level managers are generalist and perform wide variety of tasks
Explanation: -

in hourglass structure, the role played by middle management diminishes as the tasks performed by them are increasingly
being replaced by the technological tools.

Correct answer : (a) Network Structure
Explanation:
A network structure eliminates in house functions and outsources many of them
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