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PAPER 7 - SECTION-B: STRATEGIC MANAGEMENT

Question paper comprises of 5 questions, Answer Question No. 6 which is compulsory and any 3
out ofthe remaining 4 questions.

Question 6

Gautam and Siddhartha two brothers are the owners of a cloth manufacturing unit located in
Faridabad. They are doing well and have substantial surplus funds available within the
business. They have different approaches regarding corporate strategies to be followed to be

more competitive and profitable in future.

Gautam is interested in acquiring another industrial unit located in Faridabad manufacturing
Stationery items such as permanent markers, notebooks, pencils and pencil sharpeners,
envelopes and other office supplies. On the other hand, Siddhartha desires to start another
unit to produce readymade garments.

Discuss the nature of corporate strategies being suggested by two brothers and risks involved
init. (5 Marks)

Answer

Gautam wishes to diversify in a business that is not related to their existing line of product and
can be termed as conglomerate diversification. He is interested in acquiring another industrial
unit located in Faridabad manufacturing stationery items such as permanent markers,
notebooks, pencils and pencil sharpeners, envelopes and other office supplies, which is not
related to their existing product. In conglomerate diversification, the new businesses/ products
are disjointed from the existing businesses/products in every way; it is a unrelated
diversification. In process/ technology/ function, there is no connection between the new
products and the existing ones. Conglomerate diversification has no common thread at all with
the firm's present position.

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

Both types of diversifications have their own risks. In conglomerate diversification, there are
no linkages with customer group, customer marketing functions and technology used, which is
a risk. In the case of vertical integrated diversification, there is a risk of lack of continued focus

on the original business.
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Question7

(a) ‘Strategic Management is not a panacea for all the corporate ills, it has its own pitfalls
which can’t counter all hindrances and always achieve success'.

Do you agree with this statement? Discuss. (5 Marks)
(b) What do you understand by ‘Competitive Landscape’? What are steps to understand the

competitive landscape? (5 Marks)
Answer

(@) Itis true that the strategic management is not a panacea for all corporate ills. This is on
account of complex multiple forces acting on business organization and limiting its
success.

These limitations are on accountof following factors:

¢ Environment is highly complex and turbulent. It is difficult to understand the
complex environment and exactly pinpoint how it will shape-up in future. The
organisational estimate about its future shape may awfully go wrong and jeopardise
all strategic plans.

¢ Strategic management is a time-consuming process. Organisations spend a lot
of time in preparing, communicating the strategies that may impede daily operations
and negatively impactthe routine business.

+ Strategic management is a costly process. Strategic management adds a lot of
expenses to an organization — particularly to small and medium organisations.
Expert strategic planners need to be engaged, efforts are made for analysis of
external and internal environments devise strategies and properly implement.

¢ Competition is unpredictable. In a competitive scenario, where all organisations
are trying to mowe strategically, it is difficult to clearly estimate the competitive
responses to the strategies.

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

Steps to understand the competitive landscape are:

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

(i) Understand the competitors: Once the competitors have been identified, the
strategist can use market research report, internet, newspapers, social media,
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(i)

industry reports, and various other sources to understand the products and senices
offered by them in different markets.

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

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

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

Question 8

(a) What are the characteristics which must be possess by objectives, to be meaningful to
serve the intended role? (5 Marks)

(b) Explain the prominent areas where the Human Resource Manager can play a strategic

role.

Answer

(5 Marks)

(a) Objectives with strategic focus relate to outcomes that strengthen an organization’s
overall business position and competitive vitality. Objectives, to be meaningful to serve
the intended role, must possess the following characteristics:
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Objectives should define the organization’s relationship with its environment.
Objectives should be facilitative towards achievementof mission and purpose.
Objectives should provide the basis for strategic decision-making.
Objectives should provide standards for performance appraisal.

Objectives should be understandable.

Objectives should be concrete and specific.

Objectives should be related to a time frame.

Objectives should be measurable and controllable.

Objectives should be challenging.

Different objectives should correlate with each other.

Objectives should be set within constraints.
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(b) Prominent areas where the Human Resource Manager can play strategic role are as
follows:

1. Providing purposeful direction: The human resource manager leads people and
the organization towards the desired direction involving people. He can ensure
harmony between organisational objectives and individual objectives.

2. Creating competitive atmosphere: In the present business environment,
maintaining competitive position or gains is an important objective of any business.
Having a highly committed and competent workforce is very important for getting a
competitively advantageous position.

3. Facilitation of change: The human resource manager will be more concerned
about furthering the organization not just maintaining it. He can devote more time to
promote acceptance of change rather than maintaining the status quo.

4. Managing workforce diversity: In a modern organization, management of diverse
workforce is a great challenge. Workforce diversity can be observed in terms of
male and female, young and old, educated and uneducated, unskilled and
professional employee and so on. Motivation, maintaining morale and commitment
are some of the key tasks that a HR manager can perform.

5. Empowerment of human resources: Empowerment involves giving more power to
those who, at present, have litle control on what they do and little ability to
influence the decisions being made around them.

6. Building core competency: The human resource manager has an important role to

play in developing core competency of the firm. A core competence is a unique
strength of an organization which may not be shared by others. Organization of

business around core competence implies leveraging the limited resources of a firm.

7. Development of works ethics and culture: A vibrant work culture will have to be
developed in the organizations to create an atmosphere of trust among people and
to encourage creative ideas by the people.

Question9

(a) Discuss the leadership roles played by the managers in pushing for good strategy
execution. (5 Marks)

(b) Whatdo you mean by differentiation strateqy? How is it achieved? (5 Marks)

Answer

(@) A manager as a strategic leader has many different leadership roles to play: visionary,
chief entrepreneur and strategist, chief administrator, culture builder, resource acquirer
and allocator, capabilities builder, process integrator, crisis solver, spokesperson,
negotiator, motivator, arbitrator, policy maker an so on. Managers have five leadership
roles to play in pushing for good strategy execution:
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Staying on top of what is happening, closely monitoring progress, working through
issues and obstacles.

Promoting a culture that mobilizezs and energizes organizational members to
execute strategy and perform at a high level.
Keeping the organization responsive to changing conditions, alert for new

opportunities and remain ahead of rivals in developing competitively valuable
competenciesand capabilities.

Ethical leadership and insisting that the organization conduct its affairs like a model
corporate citizen.

Pushing corrective actions to improve strategy execution and overall strategic
performance.

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

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

Toachieve differentiation, following measures can be adopted by an organization:

1. Offer utility for the customers and match the products with their tastes and preferences.
2.  Elevate the performance ofthe product.
3.  Offer the promise of high quality product/service for buyer satisfaction.
4.  Rapid productinnovation.
5. Taking stepsfor enhancingimage and its brand value.
6. Fixing productpricesbased on the unique features of the productand buying capacity of
the customer.
Question 10
(a) Whatis Benchmarking? Explain the various steps in Benchmarking process. (7 Marks)
(b) Whatis an Hourglass structure? How is it beneficial for an organization? (3 Marks)
OR
Distinguish between Strategy Formulation and Strategy Implementation. (3 Marks)
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Answer

(a) Benchmarking is an approach of setting goals and measuring productivity of firms based
on best industry practices or against the products, senices and practices of its
competitors or other acknowledged leaders in the industry. It developed out of need to
have information against which performance can be measured. Benchmarking helps
businesses in improving performance by learmning from the best practices and the
processes by which they are achieved. Thus, benchmarking is a process of continuous
improvement in search for competitive advantage. Firms can use benchmarking
practices to achieve improvements in diverse range of management functions like
product development, customer services, human resources management, etc.

The various steps in Benchmarking Process are as under:

(i) ldentifying the need for benchmarking: This step will define the objectives of the
benchmarking exercise. It will also involve selecting the type of benchmarking.
Organizations identify realistic opportunities for improvements.

(i) Clearly understanding existing decisions processes: The step will involve
compiling information and data on performance.

(iii) ldentify best processes: Within the selected framework best processes are
identified. These may be within the same organization or external to them.

(ivy Comparison of own process and performance with that of others:
Benchmarking process also involves comparison of performance of the organization
with performance of other organization. Any deviation between the two is analysed
to make further improvements.

(v Prepare a report and implement the steps necessary to close the performance
gap: A report on benchmarking initiatives containing recommendations is prepared.
Such a report also contains the action plans for implementation.

(vi) Evaluation: Business organizations evaluate the results of the benchmarking
process in terms of improvements vis-a-vis objectives and other criteria set for the
purpose. It also periodically evaluates and reset the benchmarks in the light of
changes in the conditions that impact the performance.

(b) In the recent years information technology and communications have significantly altered
the functioning of organizations. The role played by middle management is diminishing
as the tasks performed by them are increasingly being replaced by the technological
tools. Hourglass organization structure consists of three layers in an organisation
structure with constricted middle layer. The structure has a short and narrow middle
management level.

Information technology links the top and bottom levels in the organization taking away
many tasks that are performed by the middle level managers. A shrunken middle layer
coordinates diverse lower level activities.
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Hourglass Organization Structure

Hourglass structure has obvious benefit of reduced costs. It also helps in enhancing
responsiveness by simplifying decision making. Decision making authority is shifted
close to the source of information so that it is faster. However, with the reduced size of
middle management, the promotion opportunities for the lower levels diminish
significantly.

OR

Atthough inextricably linked, strategy implementation is fundamentally different from
strategy formulation in the following ways:

Strategy Formulation Strategy Implementation

¢ Stategy formulation focuses on| e Strategy implementation focuses on
effectiveness. efficiency.

¢ Strategy formulation is primarily an | ¢  Strategy implementation is primarily
intellectual process. an operational process.

¢ Stategy  formulation requires | «  Strategy  implementation  requires
conceptual intuitive and analytical motivation and leadership skills.
skills.

¢ Strategy  formulation requires | ¢ Strategy implementation  requires
coordination among the executives coordination among the executives at
at the top level. the middle and lower levels.
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