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Prof. R. Srinivasan
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Module No. # 08
Lecture No. # 37
Summary - two

Welcome to this session of round up of what all we have covered. We looked at case
analysis, also how to do the analysis of a case.
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Case Analysis :

e Performance of an organization over a period of
time.

e Information on organizations history and operations
environment.

e Contains data related to functional areas like
Marketing, Finance, Operation and Human
Resources.

e Presents to students a realistic situation
they are exposed to decision making practiciss

Then, in this, we said, we look at the performance of an organization over a period of
time, information on organizations history and operations environment. Then, look at
data related to the functional areas like marketing, finance, operation and human
resources. Then, make use of these present to students’ realistic situation.
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Obijectives of the Case Method  °

e To acquire skills to apply theoretical
knowledge to practice.

e To get into the habit of diagnosing the
problem, analysis and evaluation of
alternatives and formulation of an action plan.

e To learn to independently find the answers to
practical problems
e TO gain exposure to a vari
organizational and managerial situati

We learnt what the objectives of the case method are. The main idea is to acquire skills,
to apply theoretical knowledge to practice. Case method helps you to diagnose the
problem, analyze and evaluate alternatives, and formulate an action plan. You also try to
find answers to these practical problems; you get an exposure to variety of organizational

and managerial situations.

(Refer Slide Time: 01:50)

a0
LAl
(L LR
o
e

Benefits of the case method

¢ Clear thinking in complex situations

¢ Devising consistent, rational and creative
action plans

e Application of quantitative knowledge
¢ Recognizing the value of information
e Group communication

o Better written communication

e Applying personal values to the decisid =
making process

£

&

We look at what are the benefits of the case method; one is the clear thinking in complex

situations; you can be more rational, creative also; you can apply your quantitative



knowledge; you can recognize the value of information, group communication and there

can be better written communication also through the case method.
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Developing a case study

Should have the following aspects

» Origin/History and growth of company over time
» Organizational analysis

» Nature of external environment

» Strength Weakness Opportunities Threats (SWOT)
Analysis

» Present corporate strategy
» Present business strategy
» Organizational structure and control system
__» Recommendations
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Key Financial Ratios :
Profitability ratios Leverage Ratios

1. Gross profit margin 1. Debts to assets

2. Operating profit margin 2 Debt to equity

3 Net profit margin 3 Long-term debt to

4 Return on total assets equity ratio

5 Return on stock 4 Times interest earned

holders equity
6. Return on common
equity
Earnings per share

O,

Fixed charge coverage
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Key Financial Ratios (cont’d) |:

Activity Ratios Liquidity ratios
. Inventory turnover 1. Current ratio
Fixed assets turnover 2. Quick ratio
3. Total assets turnover 3. Inventory to net working
4+ Accounts receivable capital
turnover Other Ratios
5 Average collection period 1 Dividend yield on common
stock

2. Price earnings ratj
3. Dividend payout
4 Cash flow per sk

:1,.;‘,.’,”;*? ;

You are also having the advantages of applying certain personal values to the decision
making process. You also looked at how one can develop a case study, so going through
the company. Then, we looked at what are the key financial ratios we should consider
that is the profitability ratios. In that we look at seven ratios that is gross profit margin,
operating profit margin, net profit margin, then the return on total assets, then the return
on stock holder’s equity, then the return on common equity, then the earnings per share,
in the leverage issues, in the leverage ratios, debt to assets, debt to equity, long-term debt
to equity ratio, then the times interest earned, then the fixed charge coverage, then in the
activity ratios, inventory turnover, then fixed assets turnover, total assets turnover, then

the accounts receivable turnover, then the average collection period.

Then, in the liquidity ratios current ratio, quick ratio, inventory to net working capital,
the other ratios like the dividend yield on common stock, price earnings ratio, dividend

payout ratio and the cash flow per share.
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Case Analysis

o Performance of an organization over a period of
time

o Information on organizations history and operations
environment

e Contains data related to functional areas like
Marketing, Finance, Operation and Human
Resources
Presents to students a realistic situation by which
they are exposed to decision making practices

All these ratios are required to analyze a case as we could make out. So, by making use
of these ratios we analyzed one case that was the case of the Infosys. When we looked at
the case of Infosys, we try to apply most of these things whatever we have discussed in
the case analysis.
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Business Strategy

*A company can make use of ity business strategy to lmprove the
competitive position of Its business units and products/services
within the specific market segment or industry

*The generic strategles suggested by Porter Le., cost leadership,
differentiation and focus, could help the company n drawing up

the business strategy

*Whereas the corporate strategy asks what Industry/Industries,
should the company be in, the business steategy asks how the
company should compete or co-operate in each Industry

Then, we looked at the business strategy aspect of a company, what is meant by business
strategy, we said a business strategy a company can make use of its business strategy to



improve the competitive position of its business units and product stroke services within

the specific market segment or industry.
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Business Strategy

*A company can make use of its business strategy to improve the
competitive position of its business units and products/services
within the specific market segment or industry

*The generic strategies suggested by Porter i.e., cost leadership,
differentiation and focus, could help the company in drawing up
the business strategy

*Whereas the corporate strategy asks what industry/industries,
should the company be in, the business strategy asks how
company should compete or co-operate in each industry

Then, we also said for this business strategy, the generic strategy suggested by porter
could be helpful in drawing up the business strategy. We distinguished between the
corporate strategy and the business strategy saying. Whereas, the corporate strategy asks
what industries should the company be in, the business strategy asks how the company

should compete or co-operate in each industry.
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Cost Dynamics

Cost Levels in India

Textiles For comparable pre-tax RET. On invest, a typical Indian Plant with
cap of 6,000 tons yr polyester production has 84%0 higher selling price
than a typical polyester plant with 30,000 tons yr cap in USA. Even with
same cap, India: 24%0 higher selling prices

Similar trends arve obtalned in tyre and tube, AL Steel

Canses Excise, Customs, Sales Tax Levies, Ete, Uneco, Production levels,
Obsolete technology. high B'E points, excess dependence on
import of semi-finished goods

High costs narrowed Dom. Cons, NMarkets & competition in International markets

Larger size plants not only save on inithal invest. Cost but also on operational costs (cost vis slze
of production)

Cost v's Market Sellers Market
Product’s Price Intl. Cost + desired profit margin
Buyers market

Profit Margin = Permissible price — intl. Cost

Tolerable Cost = Permissible price - acceptable profit




So, we looked at the cost dynamics with respect to India. We took the example of textiles

and then we discussed what the causes for higher selling prices in India are.
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Experience Curve:
Unit Manufacturing Cost When Production Quantity

When Production Quantity of time of Dir. Lab components for each item

80%0 Experience Curve
Accumulated Production Cost Unit (RS)
2 100
4 (100*0.80) - 80
8 (80°0.80) - 64
16(64*0.80) 5]

Plot give 80% Exp. Curve - Hyperbola

Causes:  Improved Lab. Productivity
Incredased specialisation
Innovation in production methods
Value engineering & fine tuning
Line balancing
Ratlonalisation of methods & systems

Exp. Curves Simple approximations of extremely complex rea
extreme care is to be exercised to get rreliable re:
from exp: unit exp: consider influence of time

We also looked at the cost versus market, whether it is a sellers market or a buyers’
market. Then, we looked at the effect of the experience curve; how experience curve can

be useful in bringing down the cost per unit of the product.
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Sen=Eivity Analysis: Can be wor.t. FC, VC, and or price
decrease In FC results in decrease in B-E-P. Profitability
at a particular volume of production improves with lower FC'

! in VO has marked effect on B-E-P & eats up profits
In VC improves profitability

In permissible price, B-E-P  and vice-versa. At a particular
volume of production profitability improves. Price most
sensitive instrument followed by VC & FC

Non-Linear B'E Analysis When prices may be consclously reduced to gain additional
sales vol. & market share or in response to competitors action

Assumptions FC Fixed for all production volumes
(often unrealistic) VC do not fall with increasing level of producti
TC && TR vary in linear relationship with ow

Maximise profit BEF int. & tax is the desira

i

We illustrated that taking the example of an 80 percent experience curve. We looked at

breakeven analysis, the sensitivity with respect to break even analysis that is which of the



elements are important, whether it is the fixed cost or the variable cost, to what extent

breakeven point gets affected.

The sensitivity analysis was done with respect to fixed cost, variable cost and/or price.
As could be seen, decrease in fixed cost results in decrease in B-E-P. Profit at a
particular volume of production improves with a lower fixed cost. Then, when you have
an increase in variable cost, it has a marked effect on B-E-P and eats up profits, whereas
a decrease in variable costs improves profitability. Similarly, with respect to price, we
said, increase in permissible price, your breakeven point, what happens to breakeven
point. Similarly, with respect to a particular volume of production, what happens to

profitability with respect to price.
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Experfence curve relationship Good framework for marginal considerations for
predicting industrial scenario w.r. L, future costs,
profit margins and corvesponding cash flows for
own & competitor’s opns

Has done very well in segments such as PC mkt;
Implications — a few large plants with standardised
productions would be able to supply global market
marketing efforts SH. Be fully coordinated with
manufacturing plans: lowering prices SH. Not be
Inferior quality: more applicable when dem s elastic

5
- Limitations: detn. of cost; data reg. competitors;

alate market entrants has to operate al lower initial
prices to survive

BE Analysis
TC=FC+VC*"Q (VO Unit Var, Cost-R M, electricity,
TR=P*Q

At BE point TR « TC'
prOB=FC+VC*QB QB « FC/(P-VC)

[P~ VC = Unit Contribution]
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Doom Loops
v Self reinforcing processes

v Drive an organization into cvelical situations from
which an organization finds it difficult to extract itself.

v'To avoid getting into a doom loop, it 1s required to
constantly upgrade the products,  services and
efficiency of distribution channels

v To get out of a doom loop — refocus on the small
business units and a change has to be brought about in
the firm’s culture.

<
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We also looked at non-linear breakeven analysis. We moved along from the breakeven
analysis down to further steps that is what is meant by a doom loop in an organization.
We said an organization should avoid getting into a doom loop, in order to do that it
should constantly upgrade the product services and efficiency of the distribution

channels.

Suppose it has got into the doom loop, to get out of it, it can think of refocusing on the
small business units and a change has to be brought about in the firm’s culture. We

explain this doom loop by taking an example, how it can demoralize an organization.
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‘ Doom loer - Example ‘

; 1y lnnovate B
& Vi better Pt
at lower cost.

Competitor gains mkt.
Ahare at finms expense

Competitor matehes
price & et bs profitable

Firm cuts price to hold
onto the market share

Employees becoine Flrm has inndequate
demoralized. marging to reinvest,

’ Quality of Pde. &
services becomes poor
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Corporate Strategy

I'he important issues involved in Corporate Strategy are:

# The company’s orientation towards growth, stability or
retrenchment. This Is referred to as directional strategy.

# The markets in which the company competes through its
products or business units. This Is referred to as Portfolio strategy.

#Activity co-ordination and transfer of resources for achieving
capabilities among product lines and business units. Th
referred to As parenting strategy,

Sometimes even a good organization also — so, this is the typical diagram of a doom loop
which we presented and discussed. Then, we came to the issue of corporate strategy,
what are the important issues involved. Then, what is meant by portfolio strategy that is
the market in which the company competes through its products or business units.
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Relative Cost advantage & Competitive Strategy

Examples Modi Tyres Initially entered largest product
segment Le., truck with latest
technology & lower prices (good
value for money). Subsequently
matched market leader’s price
and displaced him by capturing
higher market share

Hero Cycles Dropped irvelevant product
attributes: subcontracted
production of parts

Portfolio Analysis and Display Matrices

Portfolio Analysis Corp. nvestments in different products or industries (SBUs)

Balancing w.r.L net cash flow
Stake of development
Risk

Display Matrices:
BCG Matrix

1%
ategle Planning Institute’s Matekx (Profit impact of Market Strate

Arthur D Little Co's Natrix

Hofer's Product Market evolution Matrix

S

NPTEL

Then, we looked at what is meant by relative cost and competitive strategy, we took
some examples. We looked at portfolio analysis and display matrices. The important

aspect of portfolio analysis, which we presented, was the balancing of the portfolios.

The balancing of the portfolios with respect to three aspects; that is, the net cash flow,
the state of development and the risk. We looked at several display matrices like the
BCG matrix, the McKinsey matrix, the strategic planning institute’s matrix or the profit

impact of market strategy, then the Arthur D Little companies matrix, to name a few.

(Refer Slide Time: 12:04)
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Strategy Implementation

Strategy implementation refers to the sum total of
the activities and cholces required for execution of a
strategic plan. The implementation process has to
answer these questions:

*Who will carry out the strategic plan?

*What should be done to align the company’s
operations in the new direction?

*When and how everyone concerned, should
respond?




Then, when we looked at — then, we came to the strategic implementation side. When we
looked at the strategic implementation side, we tried to sum it up by saying the
implementation process as to answer these questions. That is who will carry out the
strategic plan, what should be done to align the plans, companies operation in the new

direction and when and how everyone concerned should respond.
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Strategy Implementation

Strategy implementation refers to the sum total of
the activities and choices required for execution of a
strategic plan. The implementation process has to
answer these questions:

*Who will carry out the strategic plan?

*What should be done to align the company’s
operations in the new direction?

*When and how everyone concerned, s
respond?

Then, we also came to different organization stage 1, stage 2 and stage 3 with respect to

companies.

(Refer Slide Time: 12:49)

Factors Differentinting Stage L I and L Companies

Function Stage | Stage Il Stage Il
1. Sizing up: Survival and growth | Growth, ratlonalization, | Trusteeship in management and
Major problems dealing with short- | and expansion of | Investment and control of large.
term operating | resources, providing for | Increasing and diversified resources
problems adequate attention to | Also, Important to diagnose and take
product problems action on problams at division level
2. Objectives Personal and | Profits and mesting | ROI, profits EPS
subjective functionally oriented
budgets and performance
targets
3, Strategy Implickt and personal; | Functionally orfented | Growth and product  diveraification;
exploration of | moves to “one product” | sxploitation of general business
Immediate scope: exploitation of one | opportunities
opportunities seen by | basic product or service
owner-manager fleld
4. Organisation. One unit, “one-man One unit functionally | Multiunit  general staff  office and
Major show specialized group decentralized operating divisions
charactaristic of [
structure
5. (a) Personal criterla, | Functional and Internal | More  interpersonal  application
Measurement and ralationships with | criteria such as sales comparisons such
control owner operating | performance compared to | ratio, sales, mark productivity
efficlency ability to | budget, aize of empire, | product lead. personal
solve operating | status in group, personal | developmant, smpl itudes, public
problems relationships, stc responsibllity
6. Reward Informal, personal, | More structursd: usually | Allotmant by
; ’pugl-hmml subjective; used to | based to a greater axtent = variety of
g m maintain control and | on agreed policles as | punishmen|
3 divide small pool of | opposed to personal | basis
=) resources to provide | opinion and relationships | apply
MNTEL personal _ Incentives m




What are the factors differentiating stage 1, stage 2 and stage 3. Stage 1, mostly
entrepreneurial; stage 2, functional areas coming into focus; stage 3, a real company
operation comes into focus. So, whereas, in stage 2, it can stage 1, it can be 1 unit one
man show; stage 2, it can be one unit functionally specialized group; whereas in stage 3,

it can be multi unit general staff office and decentralized operations.

(Refer Slide Time: 13:49)

‘ Bowrd of Divectory ‘

l

Chalrman &
Managing Divectors

R&D f———— Corporate starr_|
[ | | |

‘ Operating ‘ Operating Operating Opernting ‘

Companies Compantes Comyp Comyp
(Indin) (SAARC Countries) (Afvien) (Enrope)

Product Product Product P'_“""' 0
Group Group Group Crowp
A B (&
(Refer Slide Time: 14:10)
Classification
According to Risk : Low
Moderate
High
C'ourses of Action : Niche

Vertical Integration — Backward and Forward
Horizontal expansion
Diversification

According to desired rate of growth: Alternatives are
- Internal Expansion. (adding more capacity)
stability (by augmenting resources

Photo-Films)
- External Retrenchment or Divestiture (I'TDC- decided

to close Hotel AKbar some years ago)
- External expansion through mergers
- Combination of the above strategies

Selection of Strategy ¢ Based on growth objects, resources, S
policy & best method to close the g
performance  and  desired  pe
product/SBU  could also be h
(attitudes towards risk) alvodad

Then, we looked at the different structures that can be made use of for operations, so we

presented it as a geographical structure, then a network structure. Then, we said how



firms can be classified according to risk, whether the risk is low, moderate or high. Then,
what could be the courses of action and then what could be the alternatives for desired
rate of growth, depending on all these, what could be the best method of selection of
strategy.
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Matrix and Network Structure

Tap Management |

l | |

[ Manufactur ing ‘ ‘ Marketing | Finance ‘ Humnn Resource
Munager: | Mmfacturing |, ..., Matketing [ .oo0oennne Fioance |, Human Resource
Project A Unit Unit Unit Unit
| | ‘
‘ Manager | Manufacturing | | Marketing Fiance | Human Resource
Project B Unit Bk  pecessesses Unit Unie

() Mty ix Structure

‘ Packers
il
[ owpies

............. e
ae| Headquarters [ueeveeses

(Hroker)

Manufacturers ‘

—
7 Promotion
{ )}g\\ Advertising
A, j Agencies

NPTEL

(Refer Slide Time: 15:30)

Diversification Related: Fg. JK- from textiles to synthetic fibres unrelated

Related:  Constrained or Controlled

Linked - Closely related to main product line
Weak link as well as to teach other
Bus reln Eg: Nirlon — from nylon filament varn for
Fg: India to nylon tyre cord for ndustrial
Shaving products, applications to conveyor belts, V-belts,

all based on Industrial grade nylon yam
(Blades to tolletries and writing products)

Qns. Co, Sh. Ask:

*Do the common skills & Res. Really exist?
SWill the economies benefits resulting from sharving of skills and res. be substantial?

Wl the reluted diversification improve overall results”

WAl the related diversification lead to any difficulties or problems and does the Co. have cap,
To overcome these?

Unrelated diversification By setting up new projects, Through mergers, G
off-running business. Eg: Hyderabad Allwyy
Bullding to vefrigerators to deep freezers,
Watches,..

We also presented what is called the matrix structure which some companies make use
of, we had we presented it through different examples and also through diagrams. We

made a comparison between the two also, we looked at diversification and we said it can



be related - in related, it can be constrained or controlled. We looked at examples

this.
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Planned diversification
Options to Management Status Quo
Sall with the wind
- Go on moving in the direction
NMove in new divection in a planned manner

Diversification in an ongoing process
Define your bus
SWOT analysis
GAP Analysis
Competition & Risk analysis

Corporate diversification In India — Now actively pursned due to
Liberalization

- Indian Entreprencur willing to think big and
grow big

= higher risk bearing attitude by financial
Institutions

- Middle class confidence in equity m
shrinking demand for Indian consun
abroad; so joint ventures
scheme for technology
Massive market expansion (lg

(Refer Slide Time: 16:11)

Integration Horlzontal - Owning (or controlling) a number of similar but

separate activities in the same industry of business

Vertical = Backward = Diversifying into RN & other supplies for
the company’s products - may enable a co. to improve the
quality of final product Eg: Vimal

Forward - Diversification further down the line to final
consumer — divect control on distribution and logistic
channel Eg: Nirlon

Diversification & Synergy
Production Synergy: Co. mfg coolers, refrigerator.s ACs, getting into room
heaters, ovens

Marketing Synergy: Cricket balls & bats; tennds balls and rackets
Financial Synergy:  Fan manufacturers offering discount in winter

Organisation Synergy: Manufacturing organisation starting consnl

Diversification V's Expansion: Before diversifying company can & SH. Con
expansion in existing product line

for

Then, we looked at the aspects of mergers and acquisitions as well in the Indian context.

When we looked at this mergers and acquisitions, we looked at the different integrations,

horizontal, vertical, backward, forward and the different types of synergies that can be

had with respect to diversification.
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Balanced Score Card

»  Strategy Evaluation - 4 Parameters:
@) The Financlal perspective.
b)  The Customer perspective,
¢)  The Internal business perspective.
)  Learning and Growth,
» Managing the Strategy - 4 processes
a)  Translating the Vision.
b)  Communicating and Linking.
¢)  Business Planning.
d)  Feedback and Learning.
» BS as a tool:
Using BS companies
) Clarify and update Strategy
by Communicate throughout the company.
¢)  Align unit and individual goals throughout the compy
d)  Identify and align Strategic initlatives.

¢)  Conduct perlodic performance reviews,

(Refer Slide Time: 16:41)

Mergers and Acquisitions:

Merger - Takes place when two or more Cos roughly of equal size
or strength formally submerge their corporate identities into
a single one in a friendly atmosphere: o holding Co. may be
formed and its shares are exchanged for shares held by the
share-holders of the merging Cos

Acquisition = When a Co. offers cash or securities in exchange for the

or take over  the majority shares of another co. — happens when merger
Is not agreed upon — when the battle is severe, tgt price
may be 100% above market price

Merger - Improving Economies of scale, gaining managerial
motivations  market supremacy, acquiring 2 new product or

diversifying the portfolio, reducing risk and bor

taxation or investment incentives

name,
costs
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Screening Process:
Identify Industries - Medium scale investment large scale Investment
Select sectors: based on data w.r.t., sales T'O, ROL market shares,
competition, asset turn over, efc
Choose Cos — by sales turnover & asset level- determines acqn. Cost
Cost ol acquisition & returns: Compare candidates
Ramking: Concept of Fit
Tdentifying good ones: High market share
Growing market
Good management system
Diversified portfolio
ROI above bench mark level

Assembling suitability of a proposal
Funds avallability
Likely positive synergies
Negative synergles & Weaknesses
Is timing appropriate
Is required management style avallable

Valuation for mergers and acquisitions:

£ P/E Ratio:

""f‘ Netearnings after tax per share

NMarket price per share

Then, we looked at how the balanced score card can improve performance in an
organization. When we looked at mergers and acquisitions, again we said what are the
methods of screening the industries for this merger and acquisition process, what could
be the method that could be adopted to assess the suitability of a proposal.

(Refer Slide Time: 17:11)

-P'E Ratio & FPS (Market price of Shave PP F ratio) SH. Be compared with
balance sheet & P&L AC
Acquirer should

Divest loss making opns

Use ratlo analysis (to compare with ind, Avg)

current ratio (reduce C. L)

Stocks
Stock Level * 12 months
(reduced stock level) Cost of Goods sold

Debtors
Ave. Age of debtors (in days) * 365
(Reduce avg age of Debtors) Sales

Revise BS & P&L A ¢
Incorporate growth & expectation rates
age of assets
Calculate replacement value of assets = | 1 cun
Tot. Eco, Life | of asse
of asset

!\_!-.ur.nulng after merger

-
¥ ,glg\m seene NRI status Iy helping in mergers (to get out of FER.

i Likely to become more dominant in future
NPTEL

Then, what could be the valuation methods that can again be adopted by companies for

these acquisitions and mergers, what are the different types of ratios one could consider.



So, we listed some of the ratios which the company could consider. Then, we gave the

formula for what is the replacement value of assets.

(Refer Slide Time: 18:00)

Evaluation and Control Process can be viewed as a
five-step model:

*To determine what to measure — this means that the
processes and results must be capable of being measured in an
objective and consistent manner.

*To establish performance standards = these specify the
measures & acceptable results i.e., provide a tolerance range.
*Actual performance measurement

*Comparison of actual with standard

*Taking corrective action — this becomes necessary when the
actual results are outside tolerance range. Before acting, the
manager has to ensure whether the deviation is due to chance
fluctuation and  whether the process is correct and
appropriate.

We also looked at the scenario of managing after merger and how this merger process is
likely to become dominant in the Indian scene. Then, we looked at the evaluation and
control process with respect to strategic management. We said it can be viewed as a five
step model. The first step, we look at to determine what to measure. Then the second

step, to establish a performance standard that is where you give a tolerance range.

Then the third one, the actual performance measurement, then comparison of the actual
with the standard becoming the 4th step and the 5th step, is the taking corrective action.
So, the 5th step that is taking corrective action becomes necessary when actual results are
outside the tolerance range. So, before acting, the manager has to ensure whether the
deviation is due to chance fluctuation and whether the process is correct or appropriate.
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Problems in Measurement of Performance

Short—term orientation (high ROI in short-term)

*Goal displacement — refers to the confusion of means with end. It occurs
when activities intended to help managers achieve corporate objectives
become ends in themselves or are adapted to meet ends other than those
for which they are intended.

Goal displacement can be of two types — Behaviour Substitution and
Sub-optimization.

Behaviour Substitution: refers to a phenomenon where activities that do
not lead to goal accomplishment are substituted for activities that do
lead to goal accomplishment. In other words, the wrong activities and
people who focused on these activities are being rewarded.

s~Sub-optimization: is a situation where optimization occurs for a unit or a
nctional area to the detriment of an organisation as a whole.

So, we also looked at the problems which can come in measurement of performance. We
said goal displacement could be one, coming in due to short term orientation, because the
insistence on high ROI in the short term can result in goal displacement that is the
confusion of means with the end. Occurs when activities intended to help managers to
achieve corporate objectives, become ends in themselves or are adapted to meet ends

other than those for which they are intended.

We looked at the two types of goal displacement that is the behavior substitution and sub
optimization. Behavior substitution refers to a phenomenon, where activities that do not
lead to goal accomplishment or substituted for activities that do lead to goal
accomplishment. In other words, the wrong activities and people who focused on these
activities are being rewarded. Sub optimization is a situation, where optimization occurs

for a unit or a functional area to the detriment of an organization as a whole.
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Th
pre

«Identification of area or process to be examined = usually an
ivity which can give competitive advantage to o business unit.

act

*Determination of measures of performance of the area or

pre

*Competitors against whom the company has to benchmark -

Strategy Audit

e idea of strategy audit is to develop benchmarks. This

weess involves the following steps:

MCess.

these have to be generally the best among the industry.

*Difference in performance measurement of the company and
the best in class.

*Implementation of programs and comparing the resu

me

) develop tactical program for bridging performance gl

asures with those of best-in-class.

You also looked at what i

to develop benchmarks, s

examined. Then, the determination of the measures of performance, then the competitors
against whom the company has to benchmark, these have to be generally the best among
the industry, then difference in performance measurement of the company and the best in
the class, then to develop tactical program for bridging performance gap, then the

implementation of programs and comparing the results of new measures with those of

best in class.
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s meant by strategy audit. The main idea of the strategy audit is

o for that it involves identification of the area or process to be

The following guidelines can be made use of for proper
control of strategic planning implementation exercise:

*Focus should be on critical success factors i.e., 20% that
determine 80% of the results.

*Control should be directed towards monitoring
meaningful activities and results and should be timely.
Controls can be both long term and short term.

*Controls should help in pinpointing exceptions.

There should be emphasis on rewards on meeting
exceeding standards of performance.




So, we also gave some guidelines that are what could be used for the strategic planning
implementation exercise. We said focus should be on critical success, a factor that is 20
percent that determine 80 percent of the results. Then, control should be directed towards
monitoring meaningful activities and results, should be timely controlled, can be both

long term and short term.
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Looking Ahead

*More Indian companies are being certified by ISO.
This should help them to launch themselves as global
players.

*Indian companies could make use of value chain
analysis to develop activity based costing (ABC). This
can help in getting a better understanding of each
activity or function’s value. This can also help j
outsourcing decisions and embark on benchmarkin

So, we also looked at what is the scenario with respect to Indian companies, where we
said more Indian companies are being certified by 1SO. This should help them to launch
themselves as global players; they can make use of this activity based costing, which can

help in getting a better understanding of each activity or functions value.
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Technology Management

v Tech. Management — Due to market changes
v Tech. Management — Crucial for Corporate success.

v Cos. should think of methodologies to generate max. return
on R&D investment

v Innovative approaches from personnel thus becomes

essential
v This calls for taking risks on the part of Managemer

vTop Mgmt. - To stress upon new product deve
having customer needs and wants in mind.

of technology.

It can also help in outsourcing decisions and embark on benchmark. We then looked at
what are the aspects of technology management, whether technology is driving the
market or market is driving the technology. We said initially it appears as the technology
is driving the market, market takes over and it looks as the market is driving the
technology. But, the important aspect of it is technology management is crucial for

corporate success. The top management has to devote considerable time for management
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Environmental Scanning

v Scanning internal and external environments.

v Marketing intelligence system — Help in building
a “Technology Road Map™.

vindian firms in  the ongoing process of
globalization — should learn to listen not only to
their current customers. but also look at new

customers.

vFirms to always escape from
discontinuity

technolog!
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Strategy Formulation
\ Company has to decide

v Whether 1t will go m for product process R&D
v The source technology and

v Whether it has the technological competence to
make use of sourced technology
portfolio.

and prodi

We looked at what is called the technology road map and we said an Indian company
should go in for this. Then, we said with respect to strategic formulation also, the
company with respect to technology has to decide whether it goes in for product or
process R and D. What is the source technology, whether it has the technological

competence to make use of the source technology and product portfolio.

(Refer Slide Time: 24:34)

Corporate Entrepreneurship
\lso known as Corporate Intraprencurship

Guth & Ginsberg: “The birth of new businesses within
existing organizations., that is. internal innovation or
venturing: and the transformation of organizations through
renewal of the key ideas on which they are built, that is.
strategic renewal.”

Three measures of R&D success are

v Improving technology transfer from research to business
units.

v Accelerating time to market for new products or prc

v Institutionalizing cross-functional participation

We looked at corporate entrepreneurship. What are the three measures of R and D

success that is improving technology transfer from research to business units, then



accelerating time to market for new products or processes, then institutionalizing cross
functional participation in R and D.
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We also looked at nonprofit organizations to come out with a theoretical model for this
corporate philanthropy, because in the Indian context, now so many organizations,
typically NGO’s and other nonprofit organizations, they are getting or they are being lent
money by donor organizations. So, what do the donor look for in the agencies and how
the agencies themselves should look inside and outside; that is toward when they take up
these types of programs, all these was explained to you.
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Non Profit Organizations

Important factors for an NPO choice in the Indian
context are

Responsiveness Channel
Credibility Tangibility
Capability Top management
Confidence Communication
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Small and Medium Enterprise (SME)

*Small and Medium Enterprise (SME) employs less
than two hundred People with an annual turnover of
Rs.5 cores.

SMEs in India have to develop entreprencurial
characteristics in order to survive in the changing
market scenario. Four important characteristics which
are key to the success of the firm are:

*Ability to identify potential opportunities better.
*A sense of urgency making them action oriented.
*Knowledge of Key to success in the industry.
*Supplementing through outside help skills, kno
and ability

So, using this different organization, what are the important factors that NPO should
consider? We listed down the important factors in the Indian context as eight of them
responsiveness, credibility, capability, confidence, channel, tangibility, top management

and communication.
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Guideli

Focux on mdustries facing sustained technological or regulatory changes, especially those which
d exits by blixhed competitl

«Seek ndustries whose smaller fGrms have relatively weak competitive position
*Seek mdustries that are in early, high-growth stage of evaluation
*Seek ndustries in which it s possible to cremte high barriers for subsequent entry

“Seek industries with heterogencons products that wre velatively unbmportant to the customery overall
SHCcesy

*Seek to differentinte your products from those of your competitors In ways that ave meaningful o
Your customers

“Focuy diffeventiation efforts on product quality, marketing approaches and customer service — and
charge enough to cover the costy of doing vo

*Seek to dominate the market segments you compete i, if necessary, segment the market differencly,
or change the matwre and focus of your diffeventintion efforts to mevense the domination of the
yegments You yerve,

*Stresy movation. especially new product innovation, that s bullt on existing organizationnl
capabilitiey

*Seek matural, organle  growth through fexibility and opportunism  that  buildy
ovganizational strengthy,

Some guidelines for new venture succesy

4.’" Source: CW. Hofer, and W.R. Sandberg, “Improving New Venture performance:
{ _3‘& woventure success”, American Jowrnal of Small Buxinesy, pp.17, 19, Summer 19

NPTEL

Then, we looked at what is this role of SME’s in India and what are the guidelines for
these SME’s which can be adapted to see that the venture succeeds. We also looked at
some new aspects, one with respect to knowledge management; we explained what this

knowledge management is.
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Driving and impeding forces of KM

+ Customer oriented Trends
- Faster service, for the customer time is money
- Self-service, empowered customers
+ E-service Trends
- Integrated sales and service, customization and
integration

- Increased process visibility
+ Qrganizational trends
- QOutsourcing management, flattering the organization
- Contract manufacturing, become broad intensive
+ Employee mega trends
- Hiring the best and the brightest workers

What were the factors of this knowledge management, how it is coming, how it is
influencing that is the customer oriented trends or the e-service trends or the

organizational trends, the employee mega trends.
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+ Enterprise technology trends

- Integrated enterprise applications, connect the corporation

— Multi-channel integration, look at the big picture.

+ General technology trends

- Wireless web applications, mobile commerce

— Hand-held computing and information appliances.

These forces drive the need for companies to
integrate KM systems into their commerce
processes in order to

— improve back efficiency

— provide greater customer intimacy

— become more flexible to adapt to mark
changes

enhance knowledge based decisi

Then, what are the enterprise technology trends and then the general technology trends,
how these forces are driving the need for companies to integrate KM systems into their

commerce process.

(Refer Slide Time: 28:05)

Strategies for Knowledge

Successful knodegyrﬁgggngQ} implementation
rests on three essential strategies

Effective chief knowledge officers(CKOs)target key
actors in the organization and align the
contributions of various internal partners to
support knowledge management.

Effective CKOs build on existing initiatives and
actively foster knowledge networks that generate a
momentum of their own.

Effective CKOs communicate a purposeful mggssage
to their firms, thereby supporting the

transformation into a knowledge-centric
organization.
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Targeting key actors

Managers should consider the firm as a
market of knowledge. Transactions in this
knowledge market are driven by 3 main
actors:

—Knowledge buyers
—Knowledge sellers
—Knowledge brokers

CKOs see themselves in the role of a
knowledge broker and they establi

7 connection between buyers and
. order to optimize the firm’s kng
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Fostering Knowledge Network

« Knowledge flows in an organization can be
compared to a football game.

« Knowledge workers constantly pass bits
and pieces of relevant knowledge to each
other and engage in dynamic knowledge
networks in order to prevail in a
competitive environment.

“t

What are the strategies for this KM, the role of these chief knowledge officers, then who

the key actors are, how they can be targeted in the KM system, what is the type of - how

can one faster a knowledge network.
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Delivering Purposeful Message

» Like every change management initiative, KM
requires intensive communication.

+ CKOs must deliver a compelling message in
order to gain support from key organizational
actors and to build effective knowledge
networks.

* Most of the CKOs mention internal marketing
as their main objective.

Efforts range from publication of flyers a
information booklets, information meet
and introductory workshops to full-fle

o) KM road shows.

NPTE
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Relationship among KM and new
product development

KM Method
I. Knowledge obtaining
2. Knowledge refining
3. Knowledge storing
1. Knowledge sharing

\PD Strategy
L. Orientation of new product
development
2. Market characteristic orientation of
7
7l

H NPD Performance
I. Life cycle of new product

5
2. Sales amount and profit for new product
Time to market for new product

new product
3. Technological characteristics and
innovation level ¢ of new pro dml
develo |m| ent

What is the method of delivering a purposeful message, all this was considered. We also

looked at how we can look at knowledge management and new product development.
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IT and Strategy

Traditional and Alternative views of IT vary in four
dimensions -

~Nature

~Evaluation

~Use

~Returns.

There Is a growing feeling in organizations, as per the
alternative view. thaf the returns on [T investments, may not
at the expecied levels, be making the Investiment decisions
Iook suboptimal. This is due to the fact that IT is viewed as
providing strategic inputs.
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IT Strategy Components

Sound strategic plans contain at least six
components or elements, they include

~ Application system components

~ Application development components
~ Infrastructure component
»Maintenance component
» Operations component

~ Security component

N
20
B <<

N
NPTEL

We also looked at IT and strategy with respect to the four dimensions that is the nature
evaluation use and the returns. What could be the IT strategy components? We said it
should contain at least six components that are application system components, then
application development components, infrastructure component, maintenance
component, operations component, security component, and then we looked at why we
should view IT as a strategy.
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Viewing IT as Strategy

* Investments should be made in those IT
based applications and services that are
likely to yield the best returns.

 Information systems for competitive
advantage are those that reflect the
fundamental objectives of the firm and that
may have a significant impact its
success.
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Influence of IT on pricing strategies

+ Increased availability of information - Increased
information gathering, handling, and analysis capabilities
enhance price customization, bundling and unbundling,
revenue management and automated pricing strategies

+ Enhanced reach - Enhanced reach catalyses various
pricing strategies, in particular the internet provides
companies, access to an extended universe of
customers, more demand and new markets

« Expanding interactivity - IT may increase efficiency
through electronic transactions and online ¢
interactions, which can affect pricing by
exchanges, such as maintenance, repai

. operations hubs, through which buyers and
{ } together.

MPTEL

How you are viewing, IT is being viewed as a strategy - what is the influence of IT on
pricing strategies? So, you listed down the important aspect that is the increased

availability of information, enhanced reach expanding interactivity.
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Emphasis on Strategy for IT

« Organizations with more experience in
automation, realize that IT can not only
improve the efficiency and effectiveness,
but also play a decisive role in the
company’s success thus acquiring a
strategic quality.

MPTEL
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Strategic Contributions of IT
Nolan Growth Curve and the Growth of
Management
Management
Resources emphasis
Business

strategy

Data
processing

,.’.ﬂ-i‘.'#r‘.";;: BTG

Efficiency

Effectiveness

Strategy

Then, we also said organizations are emphasizing on strategy for IT. We looked at the
Nolan’s curve that is the strategic contribution of IT the Nolan growth curve and the

growth of management.
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R & D and Strategy

R&D has a direct impact on the
company’s relationships with other
companies

Elements of an explicit R&D Strategy
~ The nature of products developed
~ The nature of markets sought

~ The nature of technology employ

. » Orientation and nature of new
(%)} process

NPTEL

Then, we looked at R and D strategy that is, what are the elements of an explicit R and D
strategy, it should look at the nature of products developed, the nature of market sought,
the nature of technology employed, then orientation and nature of new product

processes.
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R&D Development within
Industrial Network

Companies and other organizations are tied
together and form sets on the different levels of
the production and distribution chain

Six main types of bonds between companies
* Technical
+ Knowledge based
+ Temporal
+ Social
+ Economic
Legal
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Co Operation Strategies

National companies
+ Introvert R&D Strategy - all activities within company

+ Extrovert R&D Strategy - all activities in cooperation with
external units

International companies

For national companies pursuing an extrovert strategy the
companies can co operate with

 Partners in several different countries
« Domestic partners only
+ Only foreign partners in few leading countries

Then we looked at what is this R and D development within the industrial network, what

are the characteristics and issues, what is meant by the co-operation strategies between R

and D of national

are influencing R

we said the framework on R and D needs to be further worked upon, marketability and

profit angles need

(Refer Slide Time

companies and international companies, and what are the factors which

and D. So, when we said, when we are looking ahead on this R and D,

to be built in.

: 31:38)

Looking Ahead

« The framework on R&D needs to be
further worked upon. Marketability and
profitability angles need to be built in

« There is a need to build in technology
relationships in the technology roadmap
framework. Organizations should orient
themselves towards sigmtegic
management of technologies




There is a need to build in technology relationships in the technology road map
framework. Organizations should orient themselves towards strategic management of

technologies.

(Refer Slide Time: 32:33)
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Strategic Risk

Prof R Srinivasan
Dept of Mgt Studies,

Then, we looked at some more aspects on what is this strategic risk with respect to a
company. We defined risk as a key strategic issue and said business is about risk, so the

bigger the risk, the greater the reward, is still widely believed.
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Introduction

« Risk is a key strategic issue. Business is about risk,
and the adage, “the bigger the risk, the greater the
reward”, is still widely believed.

» Without risk there can be no reward. There may well
be a normal distribution of risk and returns
performance.

+ The tree of modern risk management has i
a number of unrelated disciplines. Milj
#~, analysis led to the evolution of operation

NPTEL
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Risk — A Strategic Issue

+ Often the management focuses on the negative
consequences rather than on such questions as,
— How does risk affect capital allocation?
— What risk-based information do we need?
- How do we create a risk culture?

— How do we ensure that our risk profile is
commensurate with returns and shareholder risk
appetites?

« A variety of tools have evolved to
-~ companies in managing discrete type

(6)

NPTE!

We also looked at how military risk analysis lead to the evolution of operations research.
And how companies should cop up with this risk that is, what is the variety of tools that

have been evolved to support companies in managing discrete types of risk.
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Risk Management is a Strategic
Business Process

Inputs Risk Management Process Outputs
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Risk can be changed from one
form to another

(Refer Slide Time: 33:53)

Strategic Risk Management

« Clarke and Varma Approach

— The approach will help top management protect
the company against catastrophic losses and
support superior risk returns performance and
shareholder value growth.

We explained all these through different diagrams; we looked at one model which can
help a company in managing risks. This is the Clarke and Varma approach, which can
help the top management, protect the company against catastrophic losses, support

superior risk returns performance and shareholder value growth.
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Strategic Risk Communication

+ Public relations and risk communication researchers
and campaign strategists often forget that their work
can and do - positively or negatively — affect
people's health, safety and environment.

+ Formative research prior to developing and
implementing a risk communication campaign is
essential.

How the public relations and risk communication researchers, their role, how it can
affect people’s health, safety and environment that is the strategic risk communication,

so, how it becomes a vital tool in this whole process.

(Refer Slide Time: 34:37)

Looking Ahead

« There is a need to achieve a delicate balance
among the risk communication efforts and technical
information availability.

+ A comprehensive understanding of strategic risk is
required. An integrated risk management
methodology must be used for identifying and
evaluating risk.

« Development of strategic risk manageme
%\é can maximize shareholder value.

NPTEL

Then, we said there is a need to achieve a delicate balance between risk communication
efforts and technical information availability. A comprehensive understanding of

strategic risk is required, an integrated risk management methodology must be used for



identifying and evaluating risk. Development of strategic risk management models can

maximize shareholder value.
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Thank You

NPTEL
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The Boston Consulting Group’s
Growth-Share Matrix
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Balanced Scare Card
(Cond.)

» Strategy Evaluation - 4 Parameters
BCG Matrix (Now)
a) The Financial perspective.

Competitve Adventage b) The Customer perspective
of Nations v
¢) The Internal business perspective

Competitive Adv. Of
Nations (Contd.) d) Learning and Growth

Managing the Strategy — 4 processes
a) Translating the Vision

b) Communicating and Linking

¢) Business Planning

1 Curve, Floating, d) Feedback and Leaming

Cobwed Thearem.

End Game Stratogion
End Game

Strategies.(Contd )
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J Curve, Floating.
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So, these were the aspects we looked at with respect to strategic risk. We also looked at
the different matrices that could be adopted for portfolio as you know. We have
explained each of these matrices. We also looked at some aspects like the J curve, how it

can be useful in an organization.
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Cobweb Theorem.
v Equilibrium need not necessarily be

- l established in an iterative process.
.

v Originally conceived to explain why
inflation may arise through a mismatch
of expectations

v Has widespread applicability in

T pricing strategies.
VXt v Diagrams — Denoting demand supply
' imbalances, one process guarantees
. converging. the other. diverging (|

equilibrium

(Refer Slide Time: 36:13)

End Game Strategies.
Enhance the productivity of declining businesses till they
collapse absolutely.

The decline phase. according to Harrigan and Porter becomes
volatile because

v Uncertain demands due to changing technology.
preferences. rising uncertainty

v Exit barriers.
v Strategic considerations.
v Management resistance

v Asset Disposition

We looked at some aspects of this convergence and divergence theorem, then the end
game strategies, what are these end game strategies. So, when do you look at the end
game strategy, when you are looking at a declining business, when the business is

declining, the objective should be, to see whether the life can be prolong.
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End Game Strategies.(Contd.)

Harrigan and Porter’s four strategic options -

Haw competitive strengths Locks competitive strengths
for remamng demand for remmmng demand
pocket pockety
. |
Fav Industry Leadership Harvest [
structure for dechine O Or
Niche Divest

Unfav Industry
structure for dechine

Niche

Hurvest

s~ 4 Strategies: Leadership. Niche, Harvesting. Divest

F

So, we looked at this matrix given by Harrigan and Porter. Said, four types of strategic

options could be considered that is leadership, niche, harvesting and divest.
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Economic Value Added (EVA).

v EVA = The after tax cash flow generated by a business - cost of

capital it has deployed to generate that cash flow

v Can be employed to evaluate the performance of a company.

v Important role 1s Strategy formulation

v EVA — 4Ns in Implementation
*Measurement
*Management system
*Motivation

*Mindset

We looked at some aspects of economic value added, we said the economic value added
or the EVA is the after tax flow generated by a business; that is, cost of capital; it has

employed to generate that cash flow.
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National Diamond.

v Porter’s way of looking at a nation’s competitive advantage.
v National Diamond — why? Because it's valuable, adds value.
v Four parts :
a) Factor conditions (Land. Labor, Capital. Entreprencurship)
b) Demand conditions
¢) Role of Supporting Industries

d) Firms Structure Rivalry and Strategy

How it can be useful is, it can help in evaluating the performance of a company, makes
use of 4Ms that is measurement, management system, motivation and the mindset. We
also looked at what porter has said with respect to national diamond that is his way of

looking at a nation competitive advantage.

He said, he looks at - this national diamond is looked at in four parts that is the factor
conditions, demand conditions, role of supporting industries, then the firms’ structure
rivalry and strategy. In the factor conditions, land, labor, capital, entrepreneurship are

taken into account.
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Space Matrix.

v Strategic Position and ACtion Evaluation Matrix.

v For determining an organization’s overall strategic
performance

v 4 Quadrant framework FS
a) Aggressive. e
o8 - : Aggressive
Conservative Aggressive
b) Conservative
. CA
¢) Defensive. X
d) Competitive. Defensive

Then, we looked at this space matrix, which can help in looking at this strategic position
and what is the type of action, evaluation that can be done. A 4 quadrant framework was

represented for determining an organizations overall strategic performance.
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Space Matrix(contd.)

2 internal dimensions

v Financial Strengths (FS) — Cash flows. liquidity. ROL ease of
exit from market ete.

v Competitive Advantage(CA) — Mkt. Share, Product life cyele.
customer lovalty ete

2 External dimensions
v Environmental Stability(ES) — Technological changes. Rate
of inflation. Demand variability ete

v Industry Strength — Growth potential, Profit poten
Technological know-how ete.

This 4 quadrant framework could be looked at as aggressive, conservative, defensive and
then competitive. We did this with respect to the internal dimensions of the organization;
basically two of them that are the financial strengths, takes into account the cash flows,

liquidity or return on investment, ease of exit from the market.



Then the competitive advantage takes into account the market share, product life cycle
and customer loyalty, etcetera. Then, the two external dimensions are environmental
stability that is the technological changes, the rate of inflation and demand variability,
etcetera, then the industry strength that is the growth potential, profit potential and the

technological know-how etcetera.
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Strategic Control Grid.
v To measure the power that a firm is able to establish in its
working environment

v Mapping of this control grid w.r.t competitors can give the
strategist useful ideas of the appropriateness of the strategy

v 5 elements to the manifestation of this power
a) Position
b) Profits
¢) Process
d) Product

¢) Perception
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We also looked at what is the strategic control grid, so it can help to measure the power
that a firm is able to establish in its working environment. Mapping the control grid with
respect to competitors can give the strategist useful ideas of the appropriateness of the
strategy. So, five elements for this manifestation of power namely position, profits,
process, product and perception. You also looked what are meant by this web structure
when it can be brought into play, the types of webs, namely the market web, the
consumer web, the technology web.
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Web Structure.

v' Definition: A set of companies that use a common
architecture to deliver independent elements of overall
value propositions that grows stronger as more companies
join

v 2 conditions
v A common platform. either technology or geography ete
v Increasing returns to scale
v' 3 types of webs (Hagel)
a) Market web : Shopping Malls
b) Consumer web : Readers digest

'%\ ¢) Technology web : Tech. Platforms — win
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X Efficiency.

v The measure of a firm’s management in minimizing the cost
of producing a given output or maximizing the output given a
set of inputs.

v Supposed to capture the discrepancy between the efficient
behavior of firms as implied by economic theory and their
observed behavior in practice.

v Libenstein introduced this theory of nefticiency generated
due to lack of competition.

What is this x efficiency, refers to the measure of a firm’s management in minimizing
the cost of producing a given output or maximizing the output with given a set of inputs.
What is the idea of the x efficiency, is to capture the basic idea of the x efficiency, is to
capture the discrepancy between the efficient behavior of firms as implied by economic

theory and their observed behavior in practice.
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Basically introduced by these gentlemen Libenstein, all this to make use of with respect
to organizations, then with respect to the sectors, the industries in which the organization
is adopting, is operating. Then, the sector is which industries are coming in, then the
nation at large. We look at the primary sector, the secondary sector, then the tertiary
sector. We looked at what are the types of influences the primary sector is having on the
economy and what is the type of influence which the Indian economy is facing, basically

with the in the present day context.

When we looked at the present day context, we said services are contributing quiet
substantially for the Indian economy. As reported last, it was contributing nearly 54
percent to the GDP, so takes into account the IT and the IT enabled services and all the

other services, whether it is travel hospitality, all those things put together.

So, how the country is moving towards services? Basically, if you look at the post
independent era, it was initially an economy which was dominated by agriculture. Then,
we started having the influence of manufacturing industries and then we said industries

should come in and contribute to GDP.

Then, the role of agriculture started to diminish to a certain extent, with the industries
also contributing. Then, what is the scenario in the present day? You have the other
sector that is the services sector contributing majorly to the development of the economy.

So, this is the trend which is sustaining in developed countries also. If you look at a



country like the United States, the contribution of services to the GDP is close to about

74 percent.

Whereas in India, we are at 54 percent, it is very possible that the contribution of
services in the Indian context is also likely to go further. So, these are all the aspects that
we looked at in this subject on strategic management. We went through all these aspects

and all these aspects are crucial for the functioning of a company.

Then, when a company functions well, it can help the industry at large, when the
industry at large functions well, it can help the sector at large, when the sector at large
helps to function well, it can give a fillip to the economy. When the economy develops
well, automatically the standard of living and all the other aspects also go up, making the

country strong in the comity of nations.

So, this is where the whole aspects of strategy competitive advantage can be useful not
only for a firm, it can be useful for the industry at large, it can be useful to the sectors in
which they are operating. It can be useful to the country - it can be useful to the country
to really have a competitive advantage among the group of nations, in which we really
want to have a place as we are looking at India to become a developed country soon. So,
this is where strategic management could be very helpful. Thank you for listening, we

stop here.



