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CHAPTER 1 - INTRODUCTION TO STRATEGIC MANAGEMENT

[ 1) Key group > in-charge of its
affairs

___________________________________________________ P e e e T T

Strategy | Strategy is no substitute for sound & alert management

Game plan that mgt. uses to- i| > Strategy can never be perfect, flawless and optimal.
> conduct its operations, \| > It is the very nature of strategy > flexible & pragmatic to

> compete successfully, take care of sudden emergencies & avoid failures

> achieve organizational objectives » Sound strategy=> allowances are made for miscalculations
> take market position, & & unanticipated event

> attract and satisfy customers.

> Chief  Organ > make
organization a purposeful &
productive entity, by bringing

l i 2 T T aloo lora—carae Blueprint of o Strategy is partly proactive and partly reactive
. 4 9 i , - . A
oo tto & nenioning | ||| organiation's NETEEE N = o e oF - »
hole 9 > desired image (what it wants to be) v Proactive actions > wmanagers to improve company’s

how it wants to do things)

T w ' v Reactions to unanticipated developments & fresh market
> Destination (where it wants to go).

conditions in dynamic business environment. Adapting to
environment.

> Survival & success of org.
depends on competence &
character of its management.

T > Direction (what it wants to do & market position & financial performance

Scheme of corporate intent & action-
» to mobilise resources, AN IauD
»to direct  human effort and
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Strategic Management
2) Set_of inter-related functions

& processes behaviour, Strategic management is wmade up of several distinct
Planning, Organising, Directing, | | [1 > to handle events and problems, activities:
Staffing & Control. > to perceive and utilise [:| > developing vision & mission;

opportunities, and
> to meet challenges and threats for
corporate survival and success.

Integrated framework for top mgt. -

> to use resources & strengths,

> to offset corporate weaknesses:

> to search, evaluate & exploit
beneficial opportunities,

> to perceive & meet threats & crisis,

CA Mohnish Vora (MVSIR) mvsir.in = 1.1

> strategic analysis;

> developing objectives;

> creating, choosing, & implementing strategies; and
> measuring & evaluating performance

> Taking corrective adjustments wherever required

S
They range from- Goals

> installation of control system

> mobilisation & acquisition. of
resources,

> allocation of tasks & resources

> design of organization &

> determination of the goals

Join Telegram Channel of MVSIR- @camvsir
Instagram Channel of MVSIR- @ca_mohnishvora

Buy books & classes of MVSIR- www.mvsir.in
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CHAPTER 1 - INTRODUCTION TO STRATEGIC MANAGEMENT

Strategic Management

Importance/Benefits of Limitations of Objectives of
Strategic Management Strategic Management Strategic Management
1) To > to

M O N ) opetitive  advantage
' outperform the competitors.
1) SM prepares organisation to face the future 1) SM is a costly process. Expert N s ,
> act as pathfinder to various opportunities. strategic  planners, efforts for | | 2)To  guide company through all changes in
. . analysis of environments, devise environment > React in right manner
2) iM. .prov;des sznev;/orlgs for all W;(“Jg" & implement strategies. e
ecisions > o oaucts, ousinesses, markets, 0, o ; ! 1
etc.l (lPBM) " proau st ’ 2) It is difficult to clearly estimate | SR el
. o the  competitive _ responses. |:| > Refers to purposes of what organisation strives for
3) SM gives a direction > to move ahead. Helps Difficult to know strategies of || : defi
define goals & wission. Defining objectives > competitors > taken within | ‘tf&/xog g\\anagerstv:uj 7 mj )
in line with vision losed d le | what they want to ao an
o close oors. For ega,( Appi | v “why they want to do”.
4) SM helps org. to be proactive instead of {t_femovmg S-Shm - audio  jack |1 “Why they want to do” represents strategic intent
reactive. > analyse & take actions > take rom iPhones. i > It is the philosophical b £ oM
control their own destiny 3) SM is a time-consuming process. || 15 the prilosophical Sase of 5. .
5) SM serves as a corporate defence mechanism Org spend lot of time  in> | > Answers the question- what organisation strives
against wmistakes & pitfalls. > avoid costly preparing & communicating the |i|__or stands for?
mistakes strategies > may impede daily | Elements of Strategic Intent
&) SM helps org. to develop core competencies & P , o |
competitive advantages > fight for survival || 4) Environment is highly complex & | 1 T |
and growth turbulent difficult to understand |! vision & business goals &
hel " e | ¢ environment. The org. estimate || mission definition & objectives
7) EM elps htol gnnance If € Ionaewtu y 0 about future may go wrong. For |i | statements business at
usiness. It helps org to t“{ & I? clear stana > eg, Two-Wheeler Electric | at model Functional
et el S“"Y'V"’;\g on luck. Actions over Vehicles > incidents of battery || | corporate at (Operational)
ARG 5 GIATE S SRSATES. ) U catching fire. ) level business level level

1.2
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> Vision is the blueprint of the
company’s future position

vt shows management’s
aspirations for business,

v Provides a panoramic view of
“where we want to go”’ &

v a rationale for why this makes
good business sense.

> Vision thus points out -
v’ a particular direction,
v charts a strategic path

| v moulding organisational identity |

Essentials of a Strategic Vision

1) Challenge > think creatively
about how to prepare a co. for
future.

2) Forming vision -> exercise In
intelligent entrepreneurship.

3) Well-articulated vision creates
enthusiasm among members of
org.

4) It illuminates direction in

CA Mohnish Vora (MVSIR)

which org. is headed

Meaning

> A mission (s an answer to the basic
question -

v what business are we in? ; &

v what we do?

> It describe an organisations present-

MT: ABC

v activities,
v’ business makeup
v capability & customer focus

( Components of a good mission statement

1) Mission statement should give org its
own-

v special identity,

v’ business emphasis &

v path for devp. — one that sets it
apart.

2) Mission should specify-

v what needs org is trying to satisfy,

v which customer groups it is targeting
&

v technologies & competencies it uses &

v’ activities it performs

3) Unique to the org.

| 4) Not be to make profit

Why should an org. have
a_mission?

MT: PUT BMW in Focus

1) To specify organisational
purposes & translation
of purposes into goals.

2) To ensure unanimity of
purpose

3) To establish a general
tone or organisational
climate

4) To develop a basis for
allocating resources.

5) To provide a basis for
motivating the use of
resources.

&) To facilitate translation
of objective & goals into
a work structure
involving assignment of
tasks.

7) To serve as a focal point
> who can identify with
org’s purpose &
direction.

Peter Drucker & Theodore

Levitt > org should
answer these questions
before starting its business

1) What is our ultimate
purpose?

2) Do we understand our
business correctly?

3) What do we want to
become?

4) What business are we
in?

5) In what business would
we like to be in future?

6) What brings us to this
particular business?

7) What kind of growth do
we seek?

8) What is our mission?

) Whom do we intend to
serve?

10)What human need do
we intend to serve
through our offer?

11)What would be nature
of business in future?

MVSIF.In 1.3
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_______________________________________________________________________________________________________________________ N e ...

Goals & Objectives LTO are established in 7 areas Intent vs Values - Which is broader concept?
OR Key areas in which the strategic

Goals planner should concentrate his mind > TR 5 T [7ei7pss O Cloilng R
Goals are open-ended attributes that denote the future N e e > Values are principles that guide decision

making of business.

states or outcomes. > = 4 ' '
: Obiect y | ¥ Profitability | > They both go hand in hand, while the
Eojectives v Productivity i| intent is driven by values.

> Objectives are close-ended attributes > precise & || ¥ P ublic Responsibility i| > So values more or so is wider than Intent
expressed. in specific terms. v Employee Development ' B .

> They transalate goals to > short-term & long-term || ¥ Employee Relations ] Join Telegram Channel of MVSIR- @camvsir
perspective v Competitive Position | lnstagml:m Cl«a{nnel oFFMVSlR— @ca_mohn{sl«yom

> They are performance targets —results org wants to | | ¥ Technological Leadership Buy books & classes of MVSIR- www.mvsir:in

_______________________________________________________________

achieve. r
> i Bueion o8 srlas Qendamadtd) B teadkding

an ovg's performance. > Values are deep-rooted principles which guides

Characteristics of Objectives decisions & actions.
MT: S2MART & Challenging Performance

> As per Collins & Porvas core values > inherent
1) Concrete & specific.

& sacrosanct
2) Provide basis for strategic decision-making. » Values sets tone for how people will think &
3) Measurable and controllable.

behave, in dilemma.
4) Facilitative towards achievement of wmission & |i| > Creates a sense of shared purpose > build strong
purpose.

foundation and focus on longevity.
5) Should define organisation’s relationship with its ||| > Employees > work with employers whose values
environment.

resonate with them
6) Related to a time frame. > Consumers > buy products from cos. that have a
7) Challenging. purpose that reflects their own value & belief
8) Provide standards for performance appraisal. system.
q) Should correlate with each other.

> Hence, values have both internal as well as
10)Set within constraints of organisational resources & external implications.
external environment.

> For eg- HP Way, etc

Strategic Levels of Org.

Corporate Level Managers

> CLM consists of CEO & other
senior executives, BOD, &
corporate staff.

> Participate in  strategic
decision making & oversee

devp of strategies [N

MBA Leadership

> Role of CLM includes-

1) formulating & impl.
strategies that span
individual businesses,

2) defining mission & goals

3) determining what businesses
it should be in,

4) allocating resources

| 5) providing leadership

e

CA Mohnish Vora (MVSIR) mvsir.in = 1.4
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Business Level Managers (BLM)

> Development of strategies for competing in
individual business areas, (like FMCG, hotel,
financial services etc) > responsibility of BLM

1) Functional & Divisional Relationship

T > Independent relationship, where each function or a division is run independently
headed by the function/division head, who is a BLM, reporting to business head, who
is CLM.

2) Horizontal Relationship (Flat Structure) > Move suitable for startups
| > All positions, from top mgt to employees, are in same hierarchical position.

> The principal general manager at business level, or
BLM, is the head of the division (SBU).

» BLM’s strategic role is to translate general
statements of direction & intent that come from
the corporate level into concrete strategies for
individual businesses.

> This leads to- openness & transparency & wore idea sharing & innovation.

3) Matrix Relationship
> Grid-like structure of levels in an org., with teams formed with people from various
|| departments that are built for temporary task-based projects.
> Helps to manage huge conglomerates (large org.)> impossible to track every single
team independently.
> Move than one BLMs for each functional teams. (Dual-reporting)

Functional Level Managers (FLM)

» FLMs > responsible for specific business functions
(HR, sales, etc)> develop functional strategies

Benefit of proactive strategy over reactive strategy

> FLM'’s sphere of responsibility is confined to one
organizational activity, whereas general managers
(BLM) oversee operation of whole
company/division.

> FLM provide information > helps BLM & CLM to |t
formulate realistic & attainable strategies. !

MT: BCCE

( )

1) Allows for better risk management by identifying
potential challenges in advance, enabling organizations
to develop contingency plans.

> Top-down approach to |
decision  making > |
decision made solely by |:
1| 2) Result in cost savings as preventive measures can be

> They are closer to the customers, suppliers &
more efficient than addressing crises retroactively.

leadership  at  top
operations than general manager is.

(CLM),

> Bottom-up approach >
gives all teams across
the levels a voice in
decision making

3) Organizations can wmaintain a competitive edge by

» FLM themselves may generate important ideas
staying ahead of industry trends and changes.

that may become major strategies

4) It enhances organizational strength and responsiveness
in navigating uncertainties.

> Also responsible for > strategy implementation,
i.e. execution of CLM & BLM plans.

MVSIF.In 1.5
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________________________________________________________ B e e e e e e e

Mission Vs Vision

1) Mission statement tells fundamental
purpose & concentrates on present. It
defines customer & critical processes &
informs  you of desired level of
performance. On the other hand, a
vision statement outlines what the
organization ~ wants  to  be. [t
concentrates on the future. It is a source
of inspiration. It provides clear decision -

making criteria.
2) The vision describes a future identity | l
while the mission serves as an on-going | 0

Join Telegram Channel

@camvsir

and time-independent guide. - o @
& @

3) The vision statement can galvanize the
people to achieve defined objectives. A
mission statement provides a path to
realize the vision in line with its values.

4) A vision statement defines the purpose
or broader goal for being in existence &
can remain the same for decades, while
a mission statement is wmore specific in
terms of both future state & time frame.
Mission describes what will be achieved
if the organization is successful.

CA Mohnish Vora (MVSIR) mvsir.in =~ 1.6
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CHAPTER 2 - STRATEGIC ANALYSIS: EXTERNAL ENVRIONMENT

> The process of strategic formulation begins
with a strategic analysis.

> Its objective is to compile information about
internal & external environments — to
assess  possibilities  while  formulating
strategic  objectives &  contemplating
strategic activities.

> Strategy formulation cannot be done just
by intuition, instincts, or creative thinking.
Judgments about what strategies to pursue
need to flow directly from

> analysis of a firm’s external environment
and

> its internal resources and capabilities.

[ % Environmental scanning is a natural & )
continuous activity for every business

v Informal structure- learn about changes in
tax or laws through T.V. news

v Formal structure- learn about changes in
tax or laws through a well-established
reading material from experts.

> Using just informal techniques can lead to
missed opportunities.

> Thus, a  systematic  approach  to
environmental assessment is essential for

managing risk and uncertainty.

Strategic analysis is a component of

business planning that-

> has a methodical approach,

> makes the right
investments, &

> may assist business in achieving its
objective.

> forces to think about rivals & aids in
staying ahead of competition.

resource

The two  important  situational
considerations  regarding  strategic
analysis are:

1) industry and competitive conditions,
and

2) an organisation’s own capabilities,
resources, internal  strengths,
weaknesses, and market position.

Accurate diagnosis of business situation

IS necessary to-

1) Decide  on
direction,

2) Setting appropriate objectives, and

3) crafting a winning strategy.

sound  long-term

Without strategic analysis, managers

will finalize a strategic game plan that

1) doesn’t fit the situation well,

2) that holds little prospect for building
competitive advantage, &

3) is unlikely to boost co. performance.

1) It gives a lot of innovative options but doesn't tell
which one to pick. The options can be overlapping,
confusing or difficult to implement.

2) It can be time-consuming at times, hurting overall
organisational  functioning & also strain other
innovations such as developing new product.

Issues to consider for Strategic Analysis

(1) Strategy evolves over a period of time: |
> A current strategy is result of several little choices
taken over a long period of time.
> Strategy is influenced by experience, & is to be
updated when results become clear.

2) Balance of external and internal factors:

> Strat. analysis requires balance between challenges

> There are factors

v driving a decision, like entering a new market.

v limit the option, like presence of large opponent.

> While some of these aspects are under our control,
while some are not.

3) Risk:

> Complexity & intermingling of variables in the
environment reduces strategic balance in org.

> Competitive markets, globalization, booms, tech
advancements etc affect business & pose risk.

> It is important to identify potential imbalances or
risks and assess their consequences.

. J/

CA Mohnish Vora (MVSIR)
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CHAPTER 2 - STRATEGIC ANALYSIS: EXTERNAL ENVRIONMENT

< External risk - inconsistencies between strategies & forces in the
environment.
< Internal risk - Occurs on account of forces that are either within the
organization or arve divectly interacting with the organization on a
routine basis.

4 R N\
Time

(" 4) Give direction for growth
Short Time Long Time |

> It helps to identify areas for growth & expansion.

4) Image Building

> Helps organizations to improve their image by showing their
sensitivity to the environment.

> For eg, in view of shortage of power, many companies have set up
captive power plants within their factories to meet their own

[ Ervors in interpreting the

X E— e s Changes in the environment reqwrew\emt' of power as well as e)ftend surplus capacities .

< | strategic failure lead to obsolescence of strategy. > Understanding needs of environment >  showcase that
S organization is aware & responsive to needs of people & it creates
VD oy o . . .

*5 I Organizational capacity is Inconsistencies with strategy are a positive image & win over competitors.

S nternal unable to cope up with developed on account of changes in ; ;

“ | strategic fem;:\ds. inte,ﬁa, capacities & Prepereices *To flourish, a business must be aware of, assess, & respond to

opportunities & threats in its environment & also be able to
handle and adapt to them.

Business Environment refers to all external factors, influences, or situations
that in some way affect business decisions, plans, and operations. It is
highly dynamic and continuously evolving.

Importance of Business Environment MT: COLD Image

1) Meeting Competition [ & Business Environment can be classified as-
> Analyse competitors’ strategies & formulate own strategies accordingly. [. External Environment

' | % Two crucial aspects for success include -
> Thus helping business to flourish & beat competition [l. Internal Environment (Will discuss in Chp 3)

1) function of top management, &
2) method of formulating strategic decisions.

2) Determine opportunities and threats
> It helps to find new wants of consumers, changes in laws, changes in
social behaviours, and tells what new products competitors are bringing.

> Classification of environment into components helps an
organization to-
v cope with its complexity,
v comprehend the different influences operating, &
» The managers are motivated to continuously update their knowledge, v relating the environmental changes to its strategic
understanding and skills to meet changes in environment. management process.

CA Mohnish Vora (MVSIR) mvsir.in -~ 2.2
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CHAPTER 2 - STRATEGIC ANALYSIS: EXTERNAL ENVRIONMENT

< The external environment can be categorised in two major types as follows: Element
1) Micro environment of Macro Important Points
2) Macro environment Env.

Micro Environment

[ > Related to small area or immediate periphery of an organization. )
> It consists of consumers, market, intermediaries, competitors, suppliers, etc.
These are specific to the business & affect its working on a direct & reqular
basis.

> It consists elements like -

v' geneval level of political development,

v degree to which business & economic issues have
been politicised,

v degree of political morality,

v state of law and order,

v’ political stability & ideology etc

> Within micro or_immediate or task environment> we need to address the
following issues:

v The direct competition and their comparative performance.

v Who are suppliers & how are the links between the two being developed?

v The local community within which the firm operates.

v’ The employees, their characteristics and how they are organised.

v The existing customer base on which the firm relies for business.

v The ways in which the firm can raise its finance.

v The factors in micro environment relate an organization to the macro
issues influencing the way a firm reacts in the market place.

e - > Businesses prefer a country with sound legal

system. They must have a good working

It (s the portion of environment that affects how organisation operates & is knowledge & understand the major relevant laws.
beyond its direct control and influence. It has broader dimensions as it consists
of economic, socio-cultural, technological, political and legal factors.

> It s partly general to all similar enterprises &
partly specific to an individual enterprise.

Political -

Legal > A business has to consider changes in requlatory

framework & their impact on business. Taxes and
duties are also critical areas

> Nationalism  supports measures aimed at
enhancing the position of a country in
International business. Eg- Make in India and
Aatmanirbhar Bharat.

Join Telegram Channel of MVSIR- @camvsir
Instagram Channel of MVSIR- @ca_mohnishvora
Buy books & classes of MVSIR- www.mvsir.in
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CHAPTER 2 - STRATEGIC ANALYSIS: EXTERNAL ENVRIONMENT

Important Points

> Economic environment refers to the overall economic
situation around the business.

> It determines strength and size of the market.

> The purchasing power in an economy depends on
current income, prices, savings, credit availability etc.

> Here we find out effect of economic prospect, growth
and inflation on operations of business.

> Higher interest rates are detrimental for businesses.
In real estate market, they reduce ability of buyers to
avail loan, thus lower the demand.

» The economic conditions of a nation refer to a set of
economic factors that influence business. These
include GDP, per capita income, markets, availability
of capital, forex reserve, interest rates, disposable
income, unemployment, inflation, ete.

Demograp
hic

CA Mohnish Vora (MVSIR)

> Demographics are characteristics of a population in
an area like- age, gender, income etc.

> It includes factors such as race, age, income,
education, possession of assets, house ownership, etc.

> Marketers divide up populations based on their
demographic wmakeup. Like- India has relatively
younger population

» Org. need to address following issues related to
demographic env:

v What demographic trends will affect market size?

v What demographic trends represent opp or threats?

Socio-
Cultural

> It includes factors such as social traditions, values and
beliefs, level and standards of literacy, ethical standards &
state of society, the extent of social stratification etc.

> It differs from demographics > it is not characteristics of
population, but it behaviour & belief system of population.

> Socio-cultural environment consists of factors related to
human (relationships & impact of social attitudes and
cultural values affecting operations of the organization.

> The core beliefs of a particular society tend to be
persistent, which are difficult to change. Thus org. have to
adjust to social norms and beliefs to operate successfully.

Technolog
ical

> Technology has changed the way people communicate, do
things & ways of how businesses operate now.
> Technology and business are inter-linked and inter-
dependent on one another.
> Technology has impacted on how businesses are conducted.
v’ reduce paperwork,
v’ schedule payments more efficiently,
v are able to coordinate inventories efficiently and
effectively.
> This helps to reduce costs & shrink time and distance.
» The technological advancements require a business to
drastically alter its operational, prod & marketing strategy
> Technology leads to new business opportunities & wmakes
most of the existing business obsolete.
> Technology can act as opportunity> when business is able
to adopt technological innovations
> Technology can also act as a threat> when business is not
able to adopt new tech.

MVSIF.In 2.4
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_________________________________________________________________________________________ == —m mm m mm e m e m e m e — e — e — o — —— = = — = —

PESTLE Analysis

(> Used for analysis of macro envir onmental factors. RS Conglomerate of multiple units > all linked by common ownership.
> Advantage - encourages management into proactive & structured |[i| 2) Multiple units draw on a common pool of resources.

thinking in its decision making. 3) The units respond to some common strategy. Besides, its managers

> PESTLE stands for- and shareholders are also based in different nations.

Q P- Political > (how & to what extent government intervenes in
economy & activities of business firms. )

 The steps in international strategic planning are as follows-

1) Evaluate global opp. & threats>rate them with internal capabilities.
2) Describe the scope of the firm's global commercial operations.

3) Create firm's global business objectives.

4) Develop distinct corporate strategies for global business & whole org

QE- Economic > (interest rates, exchange vate, money supply,
inflation, etc have a bearing on business decisions)

Q S- Social > (affect demand of products & how company operates)

QT- Technological > (can determine barriers to entry, minimum |- :
efficient production level and influence outsourcing decisions. It also [:[ % Why do businesses go global? YT A T

includes Intellectual property rights & copyrights 1) When domestic markets are no longer adequate.

2) Need for reliable or cheaper source of raw-materials.
3) The collapse of international trade barriers redefines the roles of
state & industry-> increased privatization & less govt interference.

QL- Legal > (affect how a company operates, its costs, and the
demand for its products, ease of business

Q E- Environmental > (affects industries such as tourism, farming & L G : .
insurance. Growing awareness to climate change affects how org. 4) Globalization has made cos. in different countries to form strategic

0 . . g alliances to ward off economic & technological threats.
______ ?’_of'fff fe____'f_'fff’ ° _‘ff'_y_‘_g_ new m2 f’f?? ®, fg_z - f‘_‘ff‘?'_’f’?’_‘_'}?_ ° f‘.'_sf_'f\_g_ R — S) The rise of services to constitute largest single sector in world.

Internationalization of Business 6) When exporting organisations find foreign markets to open up >

— — — — they open overseas plants & branches for higher sales & cash flow.
> Act of designing goods/services in a way that facilitates expansion into |\l 7) The need to grow is basic need of every org. Finding opportunities
international market.

' _ in other parts of globe.
> It enables a business to enter new markets for greater earnings & 8) There is rapid shrinking of time & distance across globe, because of
cheap resources.

es. _ _ ) faster communication, speedier transportation etc
> Also, expanding internationally enables a business to achieve greater |\| ) Companies set up overseas plants to reduce high transportation
economies of scale and extend the lifespan of its products.

costs> cheaper to produce near market.

J/
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2) Product is pivotal for business.

v' Product > centre of business around which all activities revolve.
v' Product enables production, quality, sales, & other processes.

v' Product > driving force behind business activities.

(> An assessment of the external environment is the first step toward )
internationalisation. It allows org. to discover opportunities in the
global market and evaluate its feasibility.

> Assessments of international envir. can be done at three levels:

1) Multinational environmental analysis

Qit involves identifying, anticipating, & wonitoring significant
components of the global environment on a large scale.

Q Governments may have free or interventionist tendencies.

3) A product has a useful life.

\| v Every product has a usable life after which it must be replaced, & a
! life cycle after which it is to be reinvented or may cease to exist.

\| v Eg- fixed line telephone instruments > replaced by mobile phones.

4) Products are either tangible or intangible.

v Tangible product > handled, seen, & physically felt> car, book etc.

v'intangible product > not a physical good-> telecom service,
banking, insurance etc

2) Country environmental analysis

Q Study of economic, legal, political, & cultural dimensions

Q The analysis must be customized for each country to develop
effective market entrance strategies.

5) Products have certain features that deliver satisfaction.
Q it emphasizes on discovering market opportunities for goods, or |i| v A product feature is a component of a product that satisfies a
services in chosen location (specific geographical area). consumer need.

R e s e S el RS S S | v Features determine product pricing, and businesses alter features
Understanding Product & Industry during development process to optimise the user experience.

3) Regional environmental analysis

. p h ' ch . £ follows: v' Products should provide value satisfaction to customers.
EUBIAGES [AMCestiass (Walyo COnTat Gl %6, |\ 31 0 [eones v Features of the product will distinguish it in terms of its function,
design, quality and experience.

1) Product has a price v
v' Org. determine cost of their products & charge a price for them.
v Demand & supply and influence market price.

v The market price is the price at which quantity provided equals Join Telegram Channel of MVSIR- @camvsir

quantity desired : ) Enroll in classes from- www.ultimateca.com
v’ Price is determined by market, quality, marketing etc. Buy books & classes of MVSIR- www.mvsir.in

CA Mohnish Vora (MVSIR) mvsir.in 2.6
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Product Life Cycle (PLC)

PLC is an S-shaped curve > shows relationship of sales with respect of time.
A product passes through four successive stages.

( N\
Product Life Cycle

Introduction Stage

Maturity (slow sales growth)

Decline

Sales

I

|

:

]

! > competition > negligible,

! > prices > high, and

| > markets > limited.

: > Growth (n sales > lower rate

: because of lack of awareness of
customers.

I
I

I

I

I

I

I

|

L I
Introduction |
I
I
I

:
I
I
I
I
: Growth
I
I
I
I
I
1

Time
\ J

Q The main advantage of PLC approach > used to diagnose a portfolio of
products/businesses > to establish stage at which each of them exists.

For eg-

v Expansion > for businesses in the introductory & growth stages.

v Mature businesses > used as sources of cash for invt in other businesses

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

 Value Chain Analysis (Given by Michael Porter)
> Value chain analysis is a method of examining each activity in value chain
of a business in order to identify areas for improvements.

» When you do a value chain analysis, you must analyse how each stage in

the process adds or subtracts value from the end product or service.

CA Mohnish Vora (MVSIR)

2nd Phase

Growth Stage
(rapid market
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Maturity Stage
(slowdown in

4th Phase

Decline Stage
(sharp downward

acceptance) growth rate) drift in sales)
> demand  expands » the competition | > Sales & profits fall
rapidly gets tough, down sharply due
> prices fall > market gets to some new
> com]oetiti())n stablised. product  replaces
0, U ), > Profit comes existing product.
>SS e)xpan ds. down because of | > Combination of
> Customer has | Stiff strategies can be
knowledge about competition. implemented to
the product and > Organisations stay in market
shows interest in AR 60 [l for amndr by
purchasing it maintaining diversification  or
' stability retrenchment.

Support Activities

Inbound
Logistiecs

Operations

Firm Infrastructure

Human Resources Management

Technology Development

Procurement

Outbound
Logistiecs

Primary Activities

Marketing gopyjces
& Sales

MVSIF.In 2.7
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> Value chain analysis is used to improve the sequence of operations, enhancing
efficiency and create a competitive advantage.

> Originally introduced as an accounting analysis

> The two basic steps of -
> identifying separate activities, and

> assessing the value added from each

were linked to an analysis of an org.’s competitive advantage.

Primary Activities

Inbound . - Marketing and .
logistics Operations Outbound logistics cales Services
It involves- It provides the
z\:ﬁtieﬁm e « collecting, means  whereby
concerned with « storing & consumers are
. receivin Overations « distributing made aware of the | Services are
. storin i;\ d trlz nsform the product to | product &  are | all those
orng 4 ; customers. able to purchase it. | activities,
- distributing these  inputs which
itz 4 m;iuts to | into p &o (i For tangible | This would include |+ enhance or
product/service | proauct- products> - sales * maintain

This includes
materials
handling,

stock  control,
transport etc.

Like,
transportation
and
warehousing.

CA Mohnish Vora (MVSIR)

* machining,
« packaging,
* assembly,
« testing, etc.

Convert raw
materials in
finished goods.

« warehousing,
* materials

* handling,

* transport, etc.

For services >
arrangements for
bringing customers
to sevvice, if it is a
fixed location (eg-
sports event)

administration,

* advertising,
« selling etc.

In public services,

communication

networks  which
help users’ access a
particular  service
are often
important.

the value of a
product,

Such as-
* installation,
* repair,
+ training
* spares.

__________________________________________________________________________________________________________

CA Inter New Syllabus

Support Activities

Procuremen | Technology Human
resource Infrastructure
t development management
All value
activities have
a
¢ )
technology’, The systems of
even If 1t s . planning
Rats 6o | Sy W= || e e o roa | o frisas,
processes for | how. which . quah‘tg)
acquiring e e transcends control,
the various | technologies , X .
all  primary | < information
resource are concerned o
" to | with- activities. mgt
inpu d are mportant
Z chggs ’(olgzzl; et It  involves [ to an org’s
' product activities like | performance
. : © recruiting, | in its primary
S g * managing, | activities.
occurs in | « processes o Sttt
g?amy p atr;\tz &Pe C‘;C(sssmen « developing | It also consists
oraanization ) p * rewarding | of structures &
9 . particular people routines of org.
{f ccource which  sustain
its culture.
(raw
materials
improveme
nts)

mvsir.in
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Industry Environment Analysis

Porter’s Five Forces Model

> It is a way for-
v determining key sources of competition.
v diagnosing competitive pressures & assess strength & importance.

> Understanding the variables that affect industry helps to adapt strategy,
boost profitability, and stay ahead of competition

composite of competitive pressures operating in five areas-
Competitive pressures associated with -
1) market manoeuvring & jockeying for buyers > among rival sellers.
2) threat of new entrants into the market.
3) attempts of companies in other industries to win buyers over to their
own substitute products.
4) supplier bargaining power & supplier-seller collaboration.
5) buyer bargaining power & seller-buyer Collaboration

[ > The model holds that the state of competition in an industry is a

> Steps to determine what how competition is like, using s forces:

v Step 1: ldentify specific competitive pressures associated with each of
five forces.

v Step 2: Evaluate how strong the pressures are (fierce, strong, moderate
to normal, or weak).

v Step 3: Determine whether the collective strength of 5 forces is
conducive to earning attractive profits.

CA Mohnish Vora (MVSIR)

> New entrants can reduce industry profitability because they add
new production capacity leading to an increase supply even at a
lower price and can erode existing firm’s market share position
& profitability.

> Bigger the new entrant, the more severe the competitive effect.

(QTo discourage new entrants, existing firms can try to raise )

barriers to entry. Common barriers to entry include-

. MT: BAD SPEC
1) Brand Identity | MT: BAD SPEC_]

> New entrants often find difficulties in building up brand
identity> require substantial resources over a long period.

2) Access to distribution channels

> The unavailability of distribution channels > entry barrier.

> Existing firms have influence over their distribution channels &
can impede their use by new firms.

3) Product differentiation

> Physical or perceptual differences, that wakes a product
unique in eyes of customers. Entry barriers as cost of creating
genuine differences may be too high.

4) Switching costs
> To succeed> new entrant must persuade existing customers of
other companies to switch to its products.
> To make a switch, buyers may need to-
v Test, negotiate, train personnel, modify facilities.
> Buyers incur substantial financial & psychological costs.

> When switching costs are high-> buyers reluctant to change. )

MVSIF.In 2.9
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5) Possibility of aggressive retaliation by existing players

> Sometimes mere threat of retaliation> deter entry of new
entrants. Incumbents firms may reduce product prices &
increase their advertising budgets.

&) Economies of scale
> Large firm enjoys economies of scale can produce high volumes
at lower costs> discouraging new entrant.

lll. Bargaining Pnowor nf Sunplie
Bargaining en of Su pliers

> The more specialised the offering from supplier, greater is his clout.

> This force determines the cost of raw materials and other inputs & thus,
the industry’s attractiveness and profitability.

Q Suppliers can command bargaining power over a firm when:
a) Their products are crucial to buyer & substitutes are not available.
b) They can erect high switching costs.

7) Capital requirements
> When a large amount of capital
industry, new firms lacking funds are

¢) They are more concentrated than their buyers.

is required to enter an

barred from entering. IV. The Nature of Rivalry in the Industry (Existing Competitors)

Il. Bargaining Power of Buyers

> This force affects industry’s attractiveness and profitability.

> This force becomes heavier > if buyers form groups.
> Users of industrial products come together & exert pressure on
producer

> The bargaining power of the buyers influences-
v the prices that producer can charge &
v costs & investments of producer

> This force is particularly evident when:

a) Buyers have full knowledge of sources of products & their
substitutes.

b) They spend a lot of money > they are big buyers.

¢) The industry’s product is not perceived as critical to the
buyer's needs & buyers are more concentrated than sellers.
They can easily switch to the substitutes available.

CA Mohnish Vora (MVSIR)

> It influences costs of suppliers, distribution, attracting customers &
profitability.
> The more intensive the rivalry, the less attractive is industry.

Q Rivalry tends to be cutthroat & industry profitability low when:

1) Fixed Costs: When rivals operate with high fixed costs, they feel strong
motivation to utilize their capacity and thus cut prices when they have
excess capacity.

2) Industry Leader: can discourage price wars by disciplining initiators.

3) Number of Competitors: Ability to exert pricing discipline diminishes
with increased number of rivals

4) Exit Barvriers: Rivalry declines if some competitors leave industry.
Profitability is higher in industries with few exit barriers. Assets of a
firm considering exit may be highly specialized & of little value to
others> thus find no buyer for its assets. This discourages exit.

mvsir.in @ 2.10
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3) Product Differentiation: Firms sometimes insulate themselves from price
wars by differentiating their products. Profitability is lower in industries
involving undifferentiated products.

> Experience curve s similar to learning curve which explains the

efficiency gained by workers through repetitive productive work.
4) Slow Growth: As industry growth slows, rivals fight harder to grow or

keep existing market share > leading to reducing profitability for all. > EC is based on phenomenon that unit costs decline as firm

accumulates experience in  terms of cumulative volume of
production. It is based on the concept, “we learn as we grow”.

V. Threat of Substitutes

> Substitute products are a latent source of competition. \| > The implication is that larger firms in an industry would tend to
> Substitute products offering a price advantage or performance ||| have lower unit costs as compared to those for smaller
improvement can drastically increase competition. || companies, thereby gaining a competitive cost advantage.

> For eg- coir suffered at the hands of synthetic fibre. > Experience curve results from a variety of factors such as-

v learning effects,

v' economies of scale,

v product redesign and

v’ technological improvements in production.

> Wherever substantial investment in R&D (s taking place, threats from
substitute products can be expected.
> Substitutes, usually limit the prices & profits.

> To predict profit pressure from this source, firms must search for
products that perform the same function as their existing products. : nas _ .
> For eg- Real estate, insurance, bonds & bank deposits are substitutes for |i| ¥ As business organisation grow, they gain experience.

common stocks> alternate ways to invest funds. v Experience provides advantage over competition.
--------------------------------------------------------------------------------------------- || v Experience is a key barrier to entry.

Attractiveness of Industry v Large & successful org. possess stronger “experience effect”.

> If an industry’s overall profit prospects are above average, the industry | (NNEGGEGEGEGEGEGEGEGEEEZY 2

Value Creation
can be considered attractive & vice-versa.

> Value creation is an activity or performance by which a firm tries
to create value that increases the worth of goods & services

> Experience curve has following features:

> However, attractiveness is relative, not absolute.

v Industry is unattractive to weak competitors, & > Value is measured by a product’s features, quality, availability,

durability, performance & services for which customers are

v may be attractive to strong competitors.
willing to pay.

CA Mohnish Vora (MVSIR) mvsir.in = 2.11
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> Many businesses focus on value —1| Valueto Customer D
. c Customer's
creation both in the context of- Surls
1) creating  better  value  for B
customers, & r
2) for stakeholders> want their _|Proftble

Pricing Band

investment to appreciate in value. —
Firm's

Margin

> Thus, value consumer wants to
pay, over & above price that
business wants to charge. This 7 |firm's Cost of Value Creaton |~
excess amount is value creation.

-

Business Orientation

> The orientation of product wmarketing has evolved and acquired
different dimensions Businesses that have -

1) Product orientation > buyers will choose those products that have the
best quality, performance, design, or features.

2) Production oriented businesses > believe that customers choose low
price products.

3) Sales-oriented businesses > believe that if they spend enough money
on advertisement, sales and promotion, customers can be persuaded to
make a purchase.

4) In a customer or wmarket-oriented approach strategists prioritise
efforts on their customers. A customer-centric business is one that
continuously learn from its customers' needs and market dynamics.

CA Mohnish Vora (MVSIR)
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Customer

> Customers are the people who actually pay woney to buy
products. Customers may .or may not be a consumer.

> Consumer (s the one who ultimately consumes or uses the
product. Eg- A father buys a chocolate (as a customer) for his
daughter who will be a consumer.

< Consumer behaviour may be influenced by a number of things.
These elements are in following three conceptual domains:

1) External Influences: Like advertisement, peer recommendations
have-direct impact on psychological & internal processes. These
aspects ave divided into two grou{;s =

v the company's marketing efforts and
v’ the numerous environmental elements.

2) Internal Influences: Psychological factors internal to customer.

3) Decision Making: A rational consumer takes in the following way.
v' Problem recognition, l.e., identify an existing need or desire that
is unfulfilled
v Search for desirable alternative and list them
v' Seeking information on available alternatives and weighing their
ros and cons.
v' Make a final choice

> The above mostly applies during significant purchases > like when
product has a significant influence on their health or self-image.
Eg car, television or refrigerator in contrast to purchase of ice
creams or soft drinks.

mvsir.in @ 2.12
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> After making a decision & purchasing a
product> final phase in decision-making
process is evaluating the outcome.

> The consumer's reaction may
depending upon the satisfaction.

> A happy customer wmay wmake repeat
purchase & recommend to others, while

> A customer with dissonance will neither
purchase product again nor recommend to
others

vary

.

(> Competitive landscape is about -
v identifying & understanding
competitors and

v it involves understanding of their vision,
mission, values, strengths & weaknesses.

the

> Understanding of competitive landscape
requires an application of “competitive
intelligence”

Join Telegram Channel of MVSIR- @camvsir

Enroll in classes from- www.ultimateca.com
Buy books & classes of MVSIR- www.mvsir.in
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Competitive Landscape

1) ldentify the competitor
& have actual data about their respective market share.

2) Understand the competitors

Once the competitors have been identified, the strategist
can use market research veport, internet, newspapers, social
media, industry veports, and various other Ssources to
understand the products and services offered by them in
different markets

3) Determine the strengths of the competitors

What is the strength of the competitors?

What do they do well? Do they offer great products?

Do they utilize marketing in a way that comparatively reaches
out to more consumers?

Why do_customers give them their business?

4) Determine the weaknesses of the competitors

Weaknesses (and strengths) can be identified by going through
consumer reports and reviews appearing in various media.
Consumers are often willing to give their opinions, when the
products are either great or very poor.

5) Put all of the information together
Strategist should put together all
competitors and draw inference about-
v what they are not offering and

v what the firm can do to fill in the gaps.
The strategist can also know areas which need to be
strengthen.

information about

CA Inter New Syllabus
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Post-decision Processes Steps to understand the competitive landscape Key Success Factors (KSFs)

> An industry’s KSFs > things
that wmost affect industry
members’ ability to prosper
in the market-place.

> KSFs include, cost
structure, technology,
distribution system etc.

> KSFs help to shape whether
co. will be financially &
competitively successful

QThe answers to three
questions help identify an
industry’s  key  success
factors:

1) On what  basis do

customers choose between
competing brands? What
attributes are crucial?

2) What resources &
competitive capabilities
does a seller need to have?

3) What does it take yo
achieve Qa sustainable
competitive advantage?

» KSF vary from industry to
industry and even from
time to time

mvsir.in
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Internal environment

> [t refers to the sum total of -
1) people

2) processes

3) physical infrastructure

4) administrative apparatus

5) organizational culture

> It is specific to each organization & is based
on its structure & business model

Notes

Understanding Key Stakeholders

> All those individuals/entities who have

v’ a stake (interest) in org.’s success and/or

v have power to influence strategy or
performance of organization

are stakeholders

>t s important to identify the key
stakeholders.

CA Mohnish Vora (MVSIR)

Aka. Stakeholder Analysis matrix or Power-Interest matrix—> framework to help manage
key stakeholders.

Ve

.

Steps to make Mendelow’s Matrix

1. ldentify Stakeholders: Begin by identifying all relevant stakeholders. Eg- individuals
or groups that may be impacted by or have an impact on your activities.

2. Assess Power and Interest: For each stakeholder-
v Power can be assessed on- authority resources & expertise
v Interest can be assessed on- level of involvement, expectations & potential benefits/risks

3. Plot Stakeholders on the Grid: Create a grid with g Keep Key

4. Interest on X axis & Power on Y axis satisfied player
Plot each stakeholder on grid based on your assessment. [rower

4. Develop Strategies for each Quadrant: prionity et
Based on the placement of stakeholders in the grid, |
develop strategies for each quadrant: i Interest in the organization ik

* Key Players: Fully engage with them, seek their input, and keep them informed.

* Keep Satisfied: Provide them reqular updates & address their concerns to prevent them
from becoming detractors.

« Keep Informed: Keep them informed to ensure they remain supportive & to leverage
their insights and feedback.

« Low Priority: Monitor them for any changes but allocate minimal resources to managing
their expectations.

5. Monitor and Adapt: Continuously monitor power & interest of stakeholders and adjust
strategies accordingly. Stakeholders may move between quadrants based on changing
circumstances, so it's important to remain flexible and responsive

J

mvsir.in
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Strategic Drivers ,

> In assessing current performance of business, strategic drivers consider what
differentiates an organisation from its competitors.

Procedure for constructing a SGM -

1) ldentify competitive characteristics that differentiate
firms in industry. Variables are -

v price/quality range (high, medium, low);

v geographic coverage (local, region, national, global)

v’ degree of vertical integration (none, partial, full);

v product-line breadth (wide, narrow) etc.

> In general, the key strategic drivers of an organisation include:
I.  Industry and markets

ll. Products/services

lll. Customers

IV. Channels 2) Plot the firms on a two-variable map using pairs of
(1) industry and Markets these differentiating characteristics.

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

4) Draw circles around each strategic group, waking
civcles proportional to size of group’s respective
share of total industry sales revenues.

> Group of companies in similar type of business are grouped together into industries.

> A market is defined as the sum total of all the buyers and sellers in the area or
region under consideration.
> Value, cost and price > determined using supply & demand in a market.
> It may be physical or virtual.
> It may be local or global.

# Is market the same for all businesses? 2 e
> No, each business has its own set of customers i.e. market & each product within a S .
business has its own market = g
----------------------------------------------------------------------------------------------------------- c 3
Strategic Group Mapping :zj %
S
> A strategic group consists of those rival firms which have similar competitive g
approaches and positions in the market.
> A tool to study the market positions of rival companies by grouping them into like

positions is strategic group mapping. Few Range of products Many
Explanation of Diagram (Strategic Group Mapping)

CA Mohnish Vora (MVSIR) mvsir.in 3.2
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[l) Product/Sevrvices

For a new product, pricing strategies for entering a market need to be designed & at least three objectives must be kept in mind:
v Have customer-centric approach while making a product.

v Produce sufficient returns through a reasonable margin over cost.

v’ Increasing market share.

Marketing is considered to be the activities related to identifying the needs of customers and taking such actions to satisfy them in return of some
consideration. The term marketing constitutes different processes, functions, exchanges and activities that create perceived value by satisfying
needs of individuals.

Marketing Strategies Meaning Example

Design, implementation, & control of programs > increase acceptability

of social idea or practice among a target group to bring in a social change. Ctpa o (AL e cineing i AL

1 | Social Marketing

2 Augmented Additional customer services & benefits> besides core product. Hi-tech services like movies on demand, online
Marketing Such innovative offerings > elevate customer service computer repair services etc.
5 | Direct Marketing Marketing through various wmedia to interact divectly with consumers, > | Catalogue selling, e-mail, telecomputing,
calling for direct response. electronic marketing, TV shopping etc.
. . Creating, maintaining, & enhancing strong, value-laden relationships with | , . . : : .
4 R;l:::;(oergf\up customers & other stakeholders. Providing special benefits to select g‘;’;‘;‘:suoﬁirﬂspe egal ORGIES (i 1o Ao
9 customers to strengthen bonds & build relationships. 1 J
Services Applying concepts of marketing to services. B : : : :
> Marketing Services > peculiar characteristics like intangible, inseparability, variability et eifiariing (790 uightis bo (W50 Gime grosis
A Person It consists of activities > create, maintain or change attitudes and | politicians, sports stars, film stars, etc. i.e.,
Marketing behaviour towards particular person. market to get votes, or promote careers.

CA Mohnish Vora (MVSIR) mvsir.in 3.3
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Marketing Strategies Meaning Example
. Organisation | It consists of activities > create, maintain or change attitudes | Patanjali- chemical free, swadeshi brand
Marketing and behaviour towards an organization. Fevicol- The Ultimate Bond
It consists of activities > create, maintain or change attitudes | Rajasthan- Padharo Maare Des
Place , ; ;
8 Marketin and behaviour towards particular places say, wmarketing of ' ’ '
9 business sites, tourism marketing. Gujarat Tourism- Amitabh Bacchan Ads
ts five principles include -
: : : : , : 1) value marketing,
Enlightened It is a marketing philosophy holding that a company’s marketing et miking,
q ; should support the best long-run performance of the marketing ; ,
ARG system that is beyond the prevailing mindset =) GG RARARG,
J J p g 4) sense-of-mission marketing,
5) societal marketing.
5 Differential | It (s a market-coverage strategy in which a firm decides to | HUL has Lifebuoy & Lux in popular segment and
Marketing target several market segments & designs separate offer for each. | Dove & Pears in premium segment
When the demand for a product is irvegular due to season, some | \\ oo v o ower e G e
parts of the day, or on hour basis, causing idle capacity or
Synchro- . . , to generate demand
11 . overworked capacities, synchro-marketing can be used to find
marketing ; -
ways to alter the pattern of demand through flexible pricing, Ha Hours— MeDonald
promotion, and other incentives. PPy
Concentrated | 't 1S @ market-coverage strategy in which a firm goes after a
12 Marketin large share of one or few sub-markets. Tesla, Rolls Royce
g It can also take the form of Niche marketing.
] Mavrketing strategies to veduce demand temporarily or | Buses are overloaded in the morning and evening,
A ¢l ds ave busy for most of times, Zoological park
e (Reverse permanently. | roads are busy for most of times, Zoological parks are
Marketing) The aim s not to destroy demand, but only to reduce or shift it. | over-crowded on Saturdays, Sundays and holidays.
9 This happens when there is overfull demand. Here demarketing > applied to regulate demand.

CA Mohnish Vora (MVSIR)
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____________________________________________________________________________________________ U U g

[ Il Customers i Role of Resources & Capabilities: Building Core Competency

> Different customers may have different needs and require different
(" Core competence )

sales models or distribution channels.
v unique strength of org. which may not be shared by others.

> As customers are often responsible for generation of profits obtained by
an organisation, it is important to be able to collect and display data in
order to show customer trends & profitability.

v They are capabilities > critical for achieving comp. adv.

v The competency should differentiate business from other similar

> Customer is the one who buys a product/service (imp from pricing businesses.

perspective)

> Consumer is the one who finally uses/consumes it. (imp from value i?s RCRRE :mhalaj s ?{arg_ Hm;v\e{, S N dinati
O B R ore competency > collective learning in org> coordinating

- 4 —Ji| diverse production skills & integrating multiple streams of

(IV. Channels technologies.

> Channels are distribution system by which an org. distributes its
products/services.

> Competency-> combination of skills & techniques

> Core competencies cannot be built on one capability > it has to
be integration of many resources> sum of 5- 15 areas of
\_ expertise. J

> The wider and stronger the channel the better position a business has to
fight and win over competition. There are typically three channels

1) The sales channel
v The intermediaries involved in selling product through each channel &
ultimately to the end user.

2) The product channel
v It focuses on the series of intermediaries who physically handle the
product on its path from its producer to the end user.

As per Prahalad & Hamel, major core competencies are in 3 areas

| 1) Competitor differentiation MT: CCM

> A co. has core competence if competence is unique and it is
difficult for competitors to imitate.

> It provides co. an edge compared to competitors.

> Co. has to keep on improving these skills in order to sustain

> Although all cos. may have equal skills> but if one co. can
perform this significantly better-> co. has core competence.

> For eg, difficult to imitate patented innovation> Tesla electric
vehicles.

3) The service channel

v It refers to entities that provide necessary services to support the
product, as it moves through the sales channel and after purchase by
the end user.

| ¥ Important for complex products > installation or customer assistance.

CA Mohnish Vora (MVSIR) mvsir.in 3.5
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2) Customer Value Criteria for building a Core Competencies (CC)? MT: VRCN
> When purchasing a product > has to deliver a | R R Gt gl W S UV A ot VA 2 A\ A AV VR o Y O AV A s (X VU LT ol P T Y
fundamental benefit to end customer. ! those capabilities that are core competencies.
> It includes  all  skills — needed to provide Valuable capabilities > allow firms to exploit opportunities or avert threats.
fundamental benefits. The product has to have [\ 1| Valuable | A firm creates value by effectively using capabilities to exploit opportunities.
real l"\W‘PagZ on customer as reason to choose to || Finance companies > placing the right people in the right jobs.
purchase them. ! - - . .
. . ! Core competencies> rare capabilities > few of competitors possess this.
> Consumer should value the differentiation offered. 2 Rare Comp. adv.”> only when firms develop capabilities that differ from others.
3) Application of Competencies to other markets | 5 | Costly to | Such capabilities that other firms > unable to develop easily.
> Core competence wmust be applicable to whole | Imitate | For eg, Intel has first-mover advantage > rare fast R&D cycle time.
org.;'F':t | cavmotF be only one particular skill or | Non | Capabilities that do not have strategic equivalents are called non-
specitied area of expertise. | 4 | substitut | Substitutable capabilities. The strategic value of capabilities increases as they
> Hence, a core competence is a unique set of skills |: able become more difficult to substitute.
& expertise, which will be used throughout org. to |: Eg- Tata’s low-cost strateqgy > most were unable to duplicate.
open up potential markets to be exploited. |

Other Imp Points - Core Competency

A core competency is whatever a firm does best

v For eg: WalMart focuses on lowering its operating
costs. Thus able to price goods lower than most
competitors. Core competency here is co.’s ability
to generate large sales volume

Sustainability of Competitive Advantage

» Competitive advantage is the position of a firm to maintain & sustain a favorable
market position when compared to competitors.

> Comp. adv.”> if profitability is higher than average profitability in industry.

> Sustainability of competitive advantage & firm’s ability to earn profits from its
competitive adv. depends upon 4 characteristics of resources & capabilities: MT: DATI

-

Join Telegram Channel of MVSIR- @camvsir
Instagram Channel of MVSIR- @ca_mohnishvora

> The period over which a competitive advantage is sustained depends on
Durabilit the rate at which a firm’s resources and capabilities deteriorate.
y > If rate of product innovation is fast> product patents become obsolete.

Enroll in classes form- www.ultimateca.com > Capabilities depending on expertise of CEO> vulnerable to his departure.

Buy books of MVSIR- www.mvsir.in
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> Ability of firm’s owners to appropriate returns on its resource
2 Apgrop base.

riability | » This means, that rewards are directed to - from where funds
were invested.

[ SWOT analysis
> Benefit- identifies complex issues & uses a simple framework.
> Criticism- Does not provide for evaluation of SWOT

S ABiliEyoF rivallEo)gain A6eess Tol necessary res & AP AbI(REC) > Purpose> enable mgt. to create firm-specific business model

= 1‘ arz;'lxg‘j > The eoasier it is to transfor R & C between cos> the less that will best align with org. R&C to demands of environment.
sustainable will be competitive advantage. > ey regsohs VO BWOT analyses are: QEYEINT:
> If R&C cannot be purchased > then must built from scratch. 1) It provides a logical framework.
imitabil | Z How easily & quickly can competitors build R&C? 2) It guides the strategist in strategy identification.
4 . > This is the true test of imitability. 3) It presents a comparative account.

ity

> For eg, in financial services, innovations lack legal protection |\ —————

and are easily copied. Michael Porter’s Generic Strategies (Business Level Strategies)

SWOT Helpful Harmful || 1) Cost Leadership- standardized products at low cost for price-
ANALYSIS to achieving the objective to achieving the objective || sensitive consumers
0 achieving ogjectv 0 acnieving oFjectv \| 2) Differentiation-  unique products for price-insensitive
Internal : : : consumers.
origin Stm';f?f? 2 S th\ erent )/'\/eqtkv;gssée : :;\hetren't \| 3) Focus- Products that fulfil needs of small groups of consumers
(attributes to | <2P27!"MY use to  gain | NMITAKION = ‘Creates StrategiC |\~ with very specific taste.
C strategic advantage. disadvantage to it. .
Organisation) r —
l A ; ol > These are termed generic> U Broad
S Opportunity~> favourable eRE unfavouracie |1 can be pursued by any F u| Target | CostLeadership | Differentiation
origin ke condition in external env> ||  tupe/ £ b & | |EW
ttributes to | CONdition in external env. > ” 4 o |! ype/size  or  ousiness Fo
(attributes to strengthen its position causes risk or adamage to |, even by NPOs. WO Narrow| Focussed Cost Focussed
Enviroment) org.’s position ! ug Taraet
| v Larger firms with greater g ’ Leadership | Differentiation
Join Telegram Channel of MVSIR- @camvsir resources > use cost | [ Low-Cost Differentiated
Instagram Channel of MVSIR- @ca_mohnishvora leadership &/or diff. products/services  products/services
Enroll in classes form- www.ultimateca.com v Smaller firms compete on
Buy books of MVSIR- www.mvsir.in a focus basis. COMPETITIVE ADVANTAGE
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( Striving to be a low-cost producer in an ) | Achieving Cost Leadership Strategy 1( Risks of pursuing cost leadership )
industry can especially be effective, when [ MT: ROSE FC | ﬁm
1) Resistance to differentiation till it becomes || 1) buyer interests may swing to other
1) Large number of buyers with significant essential. differentiating features besides price.
bargaining power. 2) Optimum utilization of resources. 2) competitors may imitate strategy>
2) market has many price-sensitive buyers, 3) Standardization of products for | mass overall industry profits down; '
3) buyers do not care much about differences production to yield lower cost per unit. 3) technological break throughs in
from brand to brand 4) Achieving economies of scale> lower per unit || industry> make strategy ineffective
4) Few ways to achieve product differentiation. cost of product. . .
5) Prompt forecasting of demand of a product Join Telegram Channel of MVSIR- @camvsir
The basic idea > underprice competitors & gain || 6) Invest in cost saving technologies & using E"“m}o’ in classes form- www.ultimateca.com
| market share driving competitors out of market. ||  advance technology for efficient working. Buy books of MVSIR~ www.mvsir.in
Advantaages of Cost Leadershi [ Disadvantages of Cost Leadership | \otes
FERHIGES 0T SOk SRAGERAE o
1) Rivalry: Cowmpetitors avoid price war> || 1) Cost advantage may not last
low-cost firm will earn profit even after long when competitors imitate
lower price. cost veduction techniques.
2) Buyers: Powerful buyers would not be || 2) Cost leaders keep costs low by
able to exploit cost leader & will continue to minimizing cost of advertising,
buy. market research, R&D > but
3) Suppliers: Cost leaders are able to absorb this can be expensive in long
greater price increases from suppliers run.
4) Entrants: Cost leaders create barviers to 3) Cost {wdersp\,'lg can succeed
entry through continuous focus on efficiency. only if > firm achieve higher
5) Substitutes: Low-cost leaders are likely to sales volume.
lower costs to induce existing customers to || 4) Technological advancement
stay with  their PV'OdMCtS, invest In are a great threat to cost
developing substitutes, and purchase patents. leaders.

CA Mohnish Vora (MVSIR) mvsir.in 3.8
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DIFFERENTIATION STRATEGY

> It is aimed at broad Basis of Differentiation '

mass market & 1) Product MT: POP

involves creation of a

Risks associated with pursuing |[ Disadvantages of Differentiation
a_differentiation strategy

1) In long term, uniqueness s

. || Innovative products lead to competitive |i| 1) Unique product may not difficult to sustain.
I;Zﬁf;-sz d that b’; advantage. Igut, it can be costly _}0 R&D, ) be ?/a(uelaol high enou%h to || 2) Charging too high price >
customers as uniaue. || production & marketing costs justify high price. customer may switch. o
, i But can have big payoff-> if customer’s flock to |i| 2) Competitors may — copy || 3) Differentiation fails to work if its
> 1t allows firm  to || first to have new product. differentiating features basis (s something that is not
charge higher price || For eg, Apple iPhone=> invested huge money in quickly. Firms wwust find |{___valued by customers.
& gain  customer || R&D & customers’ value that. duvable sources of |(

Advantages of Differentiation

loyalty> consumers

[queness. . ~
become strongly || 2) Organisation uniquen 1) Rivalry - Brand loyalty acts as a
attached > Maximizing power of a brand or Achieving Differentiation safeguard against competitors>
customers will be less sensitive to

> Using specific advantages-
v Location adv., name recognition, customer
loyalty

> Pursued only after
careful  study of
buyers’ needs to

PORN  MT: EQUIP*
e a price increase.
1) Taking steps for enhancing || 2) Buyers — They do not negotiate

: et can provide additional ways for differentiation brand image & value. for price > get specml features
detervmine feasibility For Ieog, Apple> building customer loyalty & has |i| 2) Offer high-quality & have fewer options.

: . a fanbase> “Apple Fanboys/Fangirls”. product. 3) Supplier— Differentiators charge
Differentiation  does 3) Offer utility to customers a premium price> can absorb
not guarantee || 3) Pricing & wmatch products with higher costs of supphes
competitive It fluctuates based on supply & demand; & also tastes. 4) Entrants — I[nnovative features
advantage, if- influenced by customer’s ideal value of product 4) Improve perForW\ance are an expensive offer. So, new
v standard  products || Cos. that differentiate based on price can || 5) Fixing prices based on entrants generally avoid these

sufficiently meet || either- unique éatures & buying || 5) Substitutes— Substitute products

customer needs or v offer lowest price or capacity. can’t  replace  differentiated

v if rapid imitation by v establish superiority through higher prices. 6) Rapid product innovation products which have high brand

competitors is || For eg, Apple dominates smart phone segment to keep up with dynamic value and enjoy customer

possible. by charging higher prices for its products. env. loyalty.
. J

3.9
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lll. FOCUSSED STRATEGY

CA Inter New Syllabus

Successful focus strategy depends

on industry segment that -

v is of sufficient size,

v has good growth potential,
and

v is not crucial to success of
other major competitors.

Focused cost leadership

> Competing based on price to
target a narrow market.

> Here, a firm does not charge
lowest prices> Instead, it
charges low prices relative to
other firms.

Focused. differentiation

> Compete based on uniqueness-
target narrow market.

> Some  firms  focus  on
particular sales channel, like
selling over internet  only.
Others may target particular
demographic group.

> For eg, Rolls-Royce> limited

Risks of pursuing Focus

1) Possibility of
competitors
recognizing  successful
focus  strategy &
imitating it,

2) Consumer preferences
may drift towards

attributes desired by
market as a whole.

~

high-end, custom-built cars.

Achieving Focused

Strategy

1) Selecting specific
niches which are not
covered by cost leaders
and differentiators.

2) Generating high
efficiencies for serving
such niche markets.

3) Developing innovative
ways in managing the
value chain.

4) Creating superior skills
for catering such niche
markets.

Advantages of Focused
Strategy

1) Premium prices can be
charged

2) Due to tremendous
expertise > vrivals & new
entrants  may  find it
difficult to compete.

Disadvantages of Focused Strategy

1) Firms lacking distinctive competencies may
not be able to pursue this.

2) Due to limited demand of product, costs
are high-> can cause problems.

3) In long run> niche could disappear or be
taken over by larger competitors

Best-Cost Provider (BCP) Strategy

(further development of above 3 generic strategies)

(> BCP involves providing customers more )
value for money by emphasizing on
v lower cost &
v’ better-quality differences.

> BCP strategy can be done through 2
sub-strategies-

1) offering products at lower price than
rivals having products with comparable
quality and features (low price > same
quality) or

2) charging similar price as by the rivals
for products with much higher quality
and better features (same price > high

( For eg, android flagship phones )

from OnePlus, Xiaomi, Oppo,
Vivo, etc, are all rooting for
giving better quality at lowest
prices to the customers.

They are following BCP strategy
to penetrate warket. )

quality) )

CA Mohnish Vora (MVSIR)
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Stability Strategy (Corporate Level Strategy)

> Strategy where a firm stays with- Major Reasons for Stability Strategy Why don’t Startups aim for stability?

v' its curvent businesses & product markets; ) , , l t ideati

v maintains existing level of effort; & 1) After r_am”expansaon, a Fuf.wx might || Startup>  early  stages o ideation &

v satisfied with incremental growth. want to stabilize & consolidate itself. development. For it, important factors are
2) Product has reached wmaturity stage, || sSpeed & agility> being in nascent stage.

Stabilization may be opted to staff feels comfortable with status quo

3) Firm'’s environment is relatively stable. Whereas, Stability strategy applied when size of
1) to consolidate commanding position | | 4) Where it is not advisable to expand as it || operations s expanded to full capacity &
already reached, | may be perceived as threatening (risky). || business is at a mature stage.

2)to optimise returns on  resources | (
committed in business.

3) to pursue well established & tested
objectives,

4) to continue in the chosen business path,

5) to maintain operational efficiency on a
sustained basis,

| 6) safeguard its existing interests & strengths

Characteristics of Stability Strategy 1 Notes
1) It does not involve a  redefinition of
business
2) The risk involved is less.
3) Endeavour (s to enhance functional
efficiencies in incremental way, through
better utilization of resources.

Whether stability is a ‘do nothing’ strategy ? | | %) Firms concentrate on its resources &
existing bness> leading to building of

> This strategy is for firms whose product core competencies.

reached maturity stage or those who have a 5) Firm stays with same business, same

sufficient market share & need to retain it. product & waintaining same level of
» Have to remain updated & have to pace effort

with dynamic & volatile business world to || &) Firms with modest growth objective

preserve their market share. choose this strategy. Join Telearam Channel of MVSIR- @camvsir

7) It is a safe strategy that maintains status €9 )
” . . . . Envroll in classes form- www.ultimateca.com
Hence> stability is not a ‘do nothing quo. It does not require fresh .o
! Buy books of MVSIR- www.mvsir.in
| strategy. J | investments. )
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Growth/Expansion Strateqy (Corporate Level Strategy)
Characteristics of Growth Strategy Types of Growth/ Expansion Strategy
MT: VIGOuR?
1) Highly versatile strategy~> offers many A. Internal B. External
combinations for growth. growth growth
2) Process of renewal of firm through strategies strategtes
fresh investments and new businesses.
3) A firm with  mammoth growth [ v ansiclan Bl
ambition can meet its objective only Expansion Expansion P xp ‘
' h h through through
through expansion. through through - Strategic
4) It is opposite of stability strategy > in Intensification Diversification e Alliance
expansion rewards are very high since | |
risk is high. | | | |
5) It involves a redefinition of business. Market Product Horizontal Vertical
6) Further divided in two major strategy Penetration VS ORIPICINE Merger Merger
routes: Intensification & Diversification.
Mfrket Co-generic conglomer-
Major Reasons for Growth Strategy JEEN O RMNEINE Merger ate Merger
(o | | . —,
1) Expansion may lead to greater control Concentric Conglomerate Advantages Disadvantages
over the market. . Diversification Diversification of Strategic of Strategic
2) Advantages from experience curve & S er— Alliance Alliance
scale of operations may accrue. erticarly [
3) It wmay become imperative when | . ntegrated | |
environment demands increase in pace | s G o SRR AR Organizational Strategic
of activity. Horizontal
4) Strategists may feel more satisfied> — Integrated
chief executives may take pride. Diversification Economic Political

4.2
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> Diversification> entry into new products or markets, involving different skills, technology & knowledge.

> Why diversification?
1) Means of utilising existing facility & capability in more effective & efficient manner> utlise excess capacity, funds, marketing channels, R&D
2) It gives synergistic advantage> improve sales of existing products by adding related or new products.

Unrelated
Diversification

Related

Summary of concepts

Diversification

Vertical Horizontal Concentric
Integration Integration Diversification Conglomerate
When firms start businesses that are related to A firm gets || Z It takes place when products are Diversification
exfst{ng business of firm, while remaimiy\g vertically horizontally related. _ _ > Established firm
within the same product-process chain > moves diversified by » New bMS{V\eSS that  a firm launches new
forward or backward in chain- integrating Zlvqrsiﬁ'es mtotﬁ Iinkf\d to existing product> With
B, usinesses rou rocess, ' ini
Forward Backward tshgmgg,ql; %erﬁslcm e technology or W\arkegtin (II:T M) {ltt{{e o) ‘}F[\'WFH
Integration Integration 4 gﬁ ' _g ( firc ol Ll b
: — entering into || > New product is a spin-off from present roduct
> Moving  forward  in h i . cimilar  businesses existing facilities & products. line & is for new
{ hai . > When a firm enters into ) " s o
value chain & entering I inpu ¢ provi . operating at same » Here there are bene 1ts o sgngrgy class of customers.
bu'sm.ess lines that use > It leads to- stage of || » New I_WOdMCt is connected in a || » No linkages in PTM
existing products._ v expanding profits and production- Ioo_p-hk'e W\am:\er,at one or more > New businesses are
»May  also involve || greater . control. over || marketing chain. | points in the firm’s existing PTM. | disjointed.
entering> business of ducti [ > No common thread.
distribution channels production/supply, Th [ . %
. il e ca also : SRR .
> Bt sk o ack of || ¥ Incr- own supply capability || '"eY roa Is it really worth expanding in unrelated products?
continued focus on Pssen Its cost of Lirns m
original business. production. oduci start 1) It eases management of losses> profits in one can be
> For eg, A supermarket IZom {e:’axzn tar used to keep loss making business afloat.
> For eg, A coffee bean chain > purchase farms P v 2) Despite its complexity~> it financially makes lot of sense.
: roduct or by- . :
manufacture starts its I BN — P 3) It allows access to markets & cross-selling > increases
that provide fresh produce. roduct
own coffee cafe. JAN JLP ' revenue.

: . 4) It creates access to new pool of customers>
CA Mohnish Vora (MVSIR) expanding customer base.
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1)

2)

3)

4)

Vertical
Integration

Forward

Integration

Related

Diversification

Siddhartha is the owner
of a cloth
manufacturing > desires
to start another unit to
produce readymade
garments (Q 45)

Acquisition of another
organisation that was
using your product in
their manufacturing
(RTP Nov 19 - MCQ)

A tea farm owners plan
to open tea cafes in
tourist spots and to sell
their own premium tea
to build a brand (RTP
May 22 - MCQ)

Stylish  Fabric Ltd., a
clothes manufacturer is
buying up a chain of
retail outlets to
differentiate its clothes

from  those of its
competitors through
branding.

1)

2)

3)

4)

Backward
Integration
If  suppliers  are
unreliable  or  too
costly,  then  this
strategy s applied.

(RTP May 21, MTP
Oct 19 - MCQ)

An organization
acquires its supplier
(RTP May 19 -
MCQ)

Beta Company, a car
manufacturer s
buying up a supplier
so that it gets a
dedicated supplier
with both guaranteed
quality — and  price.
(MTP Mar 21 -MCQ)

Organo is a large

supermarket chain. It
purchases a number

of farms that
provides fresh
produce (RTP May
20)

1)

2)

3)

(W

Horizontal

CHAPTER 4 - STRATEGIC CHOICES

Summary of Questions Asked by ICAI

Integration

CA Inter New Syllabus

Unrelated
Diversification

Conglomerate
Diversification

Horizontal integration
is  concerned  with
“Production” — (MCQ)

Strategy of seeking
ownership of taking
over competitor's
product

A company that
produces  and  sells
athletic ~ shoes  may

acquire or merge with
another athletic shoe
manufacturer in order

to increase their
market  share and
reduce competition

(MTP Apr 23 - MCQ)

CA Mohnish Vora (MVSIR)

Concentric
Diversification
(1) Hupo a honey brand decided to

-

2)

3)

4)

start a new brand for making
honey ginger candies to meet
the rising demand. (RTP Nov
22- MCQ)

A rubber wmanufacturer starts
making shoe soles and gum
(MTP Oct 21)

Leatherite Ltd., a manufacturer
of leather footwear. To expand
they decided to wmanufacture
leather bags for wmales and
females (MTP Aug 18, Nov 24,
RTP Nov 18, Nov 21)

FlyBee is a notebook and diary
brand > to take up competition
with Gecko in pens  segment
and thereby launched, Fly Pens
(MTP Mar 22)

(1)

2)

J

Gautam is the owner of
a cloth manufacturing
> later acquires another
industrial unit
manufacturing
stationery items

Jynklo Ltd. is an online
gaming  company >
they start a premium
sports  drink  named
JynX for athletes (MTP
Sep 22, RTP Nov 23)

TechNova, a leading software development firm known for its cutting-edge
operating systems, is developing a groundbreaking new platform. Electrowave,
an emerging player in the electronics and hardware industry, specializes in
manufacturing advanced devices. TechNova and Electrowave have decided to
join forces to design innovative laptops and smartphones, aiming to tap_jnto
new markets and broaden their business horizons. (MTP Aug 24)

Co-
generic
Merger
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Reiarer | onrearer | (R Ertermal growth srareg
PIVERSIFICATION | DIVERSIFICATION > Innovation drives upgradation When organization diversifies by making alliances with external org.
> Exchange  or > Investment in |1l of existing product lines or |
shave assets or new  product |il  processes> increased wmarket |: MERGER ACQUISITION
competencies portF{ohos. \|  share, revenues, profitability & |;
" > Emplo new | i ' :
by exploiting. ; AO ? | customer satisfaction. : » When two or wore | .\, = org. takes over the other
> Brand name. e : : | companies COME | org. & controls all its business
> Marketing > roes on |i| > For business to grow long |!| together to expand % Ations
skills W‘“Z‘Ple | term, innovation offers the ||| their business | 2Perations
' roducts. 'l following benefits- \|  operations. ; :
> f(la'lsﬁfibution & | Reduce risk by |: 9 p > Here, one Fm;nc:ally strong org.
capacity ope{mt:{ng in || 1) Helps  to  solve  complex |i| > Deal gets finalized on overpowers weaker one.
- tiple : blems | friendly terms & both , :
> Manufacturi multip ! ro , o riendly term 0
skilﬁ. "9 product | v By developing customer centric ||| org. share profits in |~ Czwxleomfed aaeer?aslzni.:m“ run undey
markets. i|  sustainable solutions. | the newly created | "A™MeOF poweriul entity.
> R&D and new : . , ’
product > Defend against | | entity. > Acauisiti o h duri
el takeover bids. || 2) Increases productivity | cquisitions 4 © l.e'." appen.  auring
> Eclz nowxiiet of | > Provide \| v By automating repetitive tasks, ||| > Here, two recession or declining profit margins.
cale executive || & simplifying the long chain of |\|  organizations combine | H deal is d - friend|
' interest. | processes. [ R ere, deal is done in an unfriendly
: | strength & financial manner> kind of a forced association
Notes \| 3) Gives Competitive Advantage |i| gains along  with wb\eret.p owe;f’ul qrgamzatllgn acq::{él'res
|| v The faster a  business |i| breaking trade Zfe.:‘} 'Onsdi Co'”“.’; a "‘fta er position
|| innovates, the farther it goes ||| barviers. (5 forced to sefl its entity.
! from its competitor’s reach. i
| v Innovative products need less | " -
I R I I DAl Envoll in classes form- www.ultimateca.com
i| new ones 1 Buy books of MVSIR- www.mvsir.in
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Types of Merger Co-generic Merger

Horizontal Merger

> When 2 or more org. are associated in some way or related to- (PTM)
> Combination of firms in same industry. v’ production processes, business markets, or basic required technologies.

> Merger with direct competitor. (Eg Lipton India & Brook Bond)

> Such merger includes-

> Objective here is to achieve economies of scale in production by- v extension of product line, or ' '

v shedding duplication of functions, v acquiring components required in daily operations.
v widening line of products,

v decrease in working capital and fixed assets investment,
v’ getting rid of competition

> For eg, formation of Brook Bond Lipton India Ltd. through the.

> For eg, org. in white goods cateqory like refrigerators can merge with
another org. in kitchen appliances.

> Strategic alliance> relationship between 2 or wore org that enables
each to achieve certain strategic objectives which neither would be able
to achieve on its own. (formed between cos. based in different regions )

Vertical Merger

> Merger of cos. operating in same industry but at different stages of

roduction or distribution system. (leading to increased synergies : L : :
production or aistrivution 5y (leading to in ynergies) » The strategic partners maintain their status as independent and

separate entities, share the benefits & control & contribute to alliance
until it is terminated.

> If an org. takes over its supplier/producers of RM-> backward intg.
» If an org. takes over its buyer organizations® or distribution
channels> forward integration

> Vertical mergers help to create an advantageous position by-
v restricting supply of inputs to other players, or
v by providing inputs at higher cost.

Political Organizational Strategic Economic

Formed with a | It helps to learn

local foreign | necessary skills & Reduction in costs
Conglomerate Merger business to gain | obtain certain | . . . | & risks.
entry into a | capabilities oy | W emm el
together to

> Combination of org. that are unrelated to each other.

> There are no linkages with respect to customer groups, customer
functions and technologies being used.

» There are no important common factors.

Greater economies
of scale > take
advantage of co-
specialization.

foreign market | strategic partners.
either because
of local | Well-known &
prejudices  or | respected partner-
legal  barriers | add legitimacy &

CA Mohnish Vora (MVSIR) to entry. credibility.

cooperate instead
of competing with
each other.

Advantages of Strategic Alliance
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Disadvantages of Strategic Alliance (SA)

> Sharing- SA require sharing of resources,
profits, knowledge & skills that otherwise org.
may not like to share.

» Sharing > problematic> if involve trade

secrets.

> Agreements can be executed to protect trade
secrets, but they are only as good as willingness
of parties to abide by it.

Strategic Exits

Strategic Exits are followed when an organization
substantially reduces scope of its activity. This is
done by -

v finding the problem areas &

v’ diagnosing causes of problems.

v Next, steps are taken to solve the problems.

> These steps lead to various retrenchment

strategies-

1) Turnaround strategy- Focus on ways & means
to reverse process of decline.

2) Divestment (or Divestiture) strategy- If it cuts
off loss-making units, curtails its product line,
or reduces functions.

3) If none of above actions work=> then abandon
activities totally, resulting in a liquidation

strategy.

CA Mohnish Vora (MVSIR)
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CHAPTER 4 - STRATEGIC CHOICES

.. 1 o - .
Need for Turnaround strategy

(Reasons to adopt turnaround)
when

> Needed co.’s
performance deteriorates>
needs radical change of

direction in strategy, structure
& culture

> Effort to return an
organization to profitability &
incr. positive cash flows

> Used when both threats &
weaknesses adversely  affect
health of co.”> so much that its
basic survival is difficult

> Overall goal > return an
underperforming co. to
normalcy.

> To achieve its objectives,

turnaround strategy must-

v’ reverse causes of distress,

v resolve the financial crisis,

v overcome internal constraints
and  unfavourable  industry
characteristics.

v achieve a vapid improvement
in financial performance,

v’ regain stakeholder support.

Indicators which point out that a turnaround is needed

CA Inter New Syllabus

(danger signals requiring turnaround):

/ Mismanagement. . (TETETT
v Uncompetitive products or services

v’ Declining market share

v’ Deterioration in physical facilities

v' high turnover of employees- low morale
v Over-staffing,

v Persistent negative cash flow

-

Workable action plan for turnaround

QO Stage 1 — Assessment of current prob.: Get to root
causes & extent of damage.

QStage 2 — Analyze the situation and develop a
strategic plan: Determine -

chances of business’s survival, ldentify appropriate

strategies, & develop a preliminary action plan

0 Stage 3 — Implementing an emergency action plan: If
org. is in critical stage, develop action plan to
stop the bleeding & enable org to survive

Q Stage 4 — Restructuring the business: If core business
is irreparably damaged> then future is bleak. Efforts
to position org for rapid improvement

Q Stage Five — Returning to normal: Org. should show
signs of profitability, RO! etc. Take strategic efforts
carvefully adding new products, improving customer
service, creating alliances with other organizations,

| increasing the market share, etc.

MVSIF.In 4.7
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[ Important _elements of _turnaround Major Reasons for Retrenchment Strategy

Is Turnaround strategy only relevant to

strategy

4) Quick cost reductions

5) Better internal coordination

6) Revenue generation

7) Asset liquidation for generating cash
8) ldentifying quick pay-off activities

MT: Neutralising C*RAQ

1) Neutralising external pressures
2) Change in top management

3) Initial credibility-building actions

loss making business?

When co. is experiencing period of poor
performance> does not always wmean
losses, it may mean -

v lower than expected growth,

v no future clarity, or

v lesser than target profits.

> Internal
Retrenchment

» Transform firm into
a leaner structure

» Focus on ways to
reverse the process

( > External

Retrenchment

> Sale/Liquidation of a
portion of business

> It is integral part of
strategy without any

( » Most
unattractive

&

extreme

> Closing down a firm and
selling
turnaround or divestment

its assets.

of decline stigma attached. are not seen as solution or
» Try to- Reduce have been attempted but

cost, generate || » Applied when- failed

revenue, improve || 1) Turnaround s

co-ordination, attempted but was || > When dead business s

better control etc.

unsuccessful, or

worth more than alive

MT: Persian CAT is NOt Most Viable

1) Persistent negative cash flows> create financial
problems for whole company.

2) Severity of competition & inability to cope with it.

3) A better alternative may be available for investment.

4) Technological upgradation is required for survival, but
not possible for firm to invest in it.

5) Mgt. no longer wishes to remain in business due to
continuous losses & unviability.

&) Business that had been acquired proves to be a
mismatch & cannot be integrated within co.

7) Mgt. feels> business could be made viable by divesting
some of activities.

( (Points 1, 2, 3, 4 & 6- Reasons to adopt Divestment)

Notes

» Danger Signals- || 2) Turnaround was not
MUD*TOP possible, or > Last Resort- serious

> Applied when co. || 3) Losses or business consequences
experiencing become unviable || < termination of future opp. Join Telegram Channel of MVSIR- @camvsir
problems due to because of external || * loss of employment & Envoll in classes form- www.ultimateca.com

internal factors

J

factors

* stigma of failure
\

.

CA Mohnish Vora (MVSIR)
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CHAPTER 4 - STRATEGIC CHOICES

Strategic Options

Strategy Questions asked by ICAI

1) Ansoff’s Product . )y BCG Growth- IV) General
Market Growth Matrix Il) ADL Matrix Share Matrix Electric Matrix

1) Ansoff’s Product Market Growth Matrix

1) A leading producer of toothpaste, advises its customers to
brush teeth twice a day to keep breath fresh.
2) Advertisement says, ‘Have Romanza with milk and lassi too’

Market
Penetration

1) A women’s clothing brand introduced a new clothing line,

> Given by Igor Ansoff- It is a useful tool that helps businesses decide
their product & market growth strategy.

> The product/market growth matrix is a portfolio-planning tool for
identifying growth opportunities for the company

veceived positive feedback from initial trials, and grew

Existing
Markets

New
Markets

Existing Products

~

Market Penetration

> Selling existing products into existing
markets.

» Making wore sales to present
customers without changing products
in any major way.

> Require advertising or personal selling.
on increasing usage by existing
customers.

-

J/ \

Dngloodt:‘f\tem ‘ through strategic partnerships and targeted advertising.
p 2) A renowned auto wmanufacturing company launches
ungeared scooters in the market.
New Products 1) Fresh Delight, renowned for its organic fruit juices- launches
\ targeted warketing campaigns and partners with local
Product Development distributors to introduce its juices to new regions.
> Introduce new products into
: 2) One of India’s premier utility vehicles manufacturing
> It requires- company ventures to foray into foreign markets. It refers to
v development of new a growth strategqy where the business seeks to sell its
competencies & Market existing products into new markets
v develop  modified  products Development

which can appeal to existing

3) Spark Pvt. Ltd., an automobile seat wmanufacturing
markets.

company has superior growth compared to competitors due

f Market Development

> Sell its existing products into new
markets.

> Achieved through-

v new geographical markets,
v new product packaging,

v new distribution channels or

| ¥ different pricing policies

~

-

Diversification

> When a business markets new
products in new markets.

» Starting up or acquiring cos.
outside co.’s current products &
markets (little/no experience)

> It is risky> does not rely on
co’s existing  product  or
market.

to emphasis on quality of production. To expand the existing
business, CEO will be travelling to south-east Asia & Africa
for identifying new geographical places and new product
dimensions and will try to establish new distribution
channels to attract new customers abroad.

Join Telegram Channel of MVSIR- @camvsir

Envoll in classes form- www.ultimateca.com
Buy books of MVSIR- www.mvsir.in

existing markets. !
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CHAPTER 4 - STRATEGIC CHOICES

Il. ADL Matrix (by Arthur D. Little) | Boston Consulting Group (BCG) Growth-Share Matrix

> Developed in early 1970s by BCG,

> Also known for its cow & dog metaphors

> Co. classifies businesses on 2-dimensional growth-share matrix.

> In the matrix:
v Vertical axis > Market growth rate> measure of market attractiveness.
v’ Horizontal axis > Market share > measure of company strength

~N

Portfolio analysis method based on product life cycle.
2 dimensional matrix based on

v’ stage of industry maturity &

v firm’s competitive position

» The role of ADL matrix is to assess the competitive
position of a firm based on following criteria:

1) Dominant: Rare position> attributable either to a
monopoly or strong & protected technological
leadership

1) Stars> products growing rapidly. Also need heavy investment to maintain their
position. Represent best opportunities for expansion.

i | 2) Cash Cows are low-growth, high market share products. They generate cash and
2) Strong: Firm has considerable degree of freedom over | L\avg lqw costs. They are established, successful, & need less investment to
its choice of strategies & is able to act without its | maintain their market sharve. In long run when growth rate slows down, stars
market position being unduly threatened by its | become cash cows.

competitors. ! . . . : :
| | 3) Question Marks (aka. problem children or wildcats)> low market share business in
! high-growth markets. They require a lot of cash to hold their share. They need
! heavy investments with low potential to generate cash. Question marks if left
i unattended can become cash traps. Since growth rate is high, increasing it should
: be relatively easier. It is for business org. to turn them into stars & then to cash

| cows when the growth rate reduces.

3) Favorable: This happens when industry is fragmented
& no one competitor stand out clearly, results in the
market leaders a reasonable degree of freedom.

4) Tenable: Although firms here are able to perform
satisfactorily & can justify staying, but they are
vulnerable in face of increased competition from
stronger and more proactive cos.

4) Dogs are low-growth, low-share businesses. They may generate enough cash to
maintain themselves, but do not have much future. Sometimes they may need
cash to survive. Dogs should be minimised by means of divestment or liquidation.

5) Weak: The performance of firms in this category is
unsatisfactory although opportunities for
improvement do exist.

Join Telegram Channel of MVSIR- @camvsir
Enroll in classes form- www.ultimateca.com
Buy books of MVSIR- www.mvsir.in
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BCG Is BCG Matrix really helpful?
Growth . . . o
Matrix High Low Problems/Limitations of BCG Matrix-

1) DI.FFI.CMH:) time-—consuw\ing , & COSt{y to l'l/V\PleVV\ZV\.t. Invest/Expand  Invest/Expand EHEEE

T Invest/Expand | ETIEAZS1( Harvest/Divest

=

2) Difficult to define SBUs & wmeasure wmarket share &
growth.

Market attractiveness

LS\ I Harvest/Divest = Harvest/Divest

3) It focuses on classifying current businesses but provide little
advice for future planning.

N

g
~
S
2
S
+
QL
=
S
S
=

Ve

i If a product falls in the-
\| > Green zone: business is at
| advantageous position. To
| reap  benefits, strategic
| decision can be to expand,
| invest & grow.

Low

4) It may lead to placing too much emphasis on market-
share growth or growth through entry into attractive new
markets. This can cause unwise expansion into hot, new,
risky ventures or divesting established units too quickly.

- @

! Tt
4

4 Post Identification strategies of BCG

a) Build with the aim for long-term growth
and strong future. (Stars)

b) Hold or preserve the existing market share.
(Question Mark)

¢) Harvest or maximize short-term cash flows.
(Cash Cow)

d) Divest, sell/liquidate and ensure better
utilization of resources elsewhere. (Dogs)

lll. General Electric Matrix [“Stop-Light” Strateqy Model

> Amber or Yellow zone: it
needs caution and
managerial  discretion s
called for wmaking the
strategic choices.

> This  model was used by General Electric Company
(developed by GE with assistance of McKinsey and Co.).

> Aka. Business Planning Matrix, GE Nine-Cell Matrix, GE
Model.

> Inspired from traffic control lights.

> The lights that are used at crossings to manage traffic are:
green for go, amber or yellow for caution, and red for stop.

> Red zone: it will eventually
lead to losses that would
make things difficult for
organisations. In such cases,
appropwate strategy should

retrenchment,
dlvestment or liquidation.

. _______/

4.11

Notes

> This wmodel uses two factors while taking strategic
decisions-
v Business Strength (Horizontal Axis)
v’ Market Attractiveness (Vertical Axis)

e e e e e e & _ P - - - - - - ey
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Clear CA Foundation & then study Paper 6 — FM & SM of CA Inter
on online mode (live/recorded) from MVSIR on “Ultimate CA” platform.

NEW SYLLABUS E)LTIMATE cA

CA INTERMEDIATE

- FM:SM

FASTRACK OR REGULAR
BATCH

FM & SM

TOPPERS OF MVSIR

CA INTER JAN 2025 ATTEMPT

‘ \4‘

(

4

’., ’ ﬁt
)

Harleen Rajan Kumar  Princi Khemasara Rajat Agarwal

82 82 82 81

(FM only)

hnish Vora
j Mo MVSIR)

100% CONCEPTUAL CLARITY : ;
Sneha Vashisth Samreen Yash Harsh Choudhary Alishba Ananya Shahagadkar
& AMPLE QUESTION & MCQ PRACTICE

¥ HANDWRITTEN NOTES: Write concepts in class 80 79 79 78 77 77
& 9 MONTHS VALIDITY WITH 3 VIEWS

4
¥ TESTS WILL BE CONDUCTED
Enroll Now From LIVE Google NileshPrakash  KrishaBhandari ~ MahaRudrajha  Namanluthra Riya Singh Yamaan Ansari
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