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Enterprise Information System and Strategic Management answer key

SECTION A

Supporting Processes back core processes and functions within an organization.
Examples of supporting or management processes include Accounting, Human
Resource (HR) Management and workplace safety. One key differentiator between
operational and support processes is that support processes do not provide value to
customers directly. However, it should be noted that hiring the right people for the
right job has a direct impact on the efficiency of the enterprise.

Human Resource Management (Example)

The main HR Process Areas are grouped into logical functional areas and they are as
follows:

+ Recruitment and Staffing

+ (3oal Setting

+ Training and Development
+ Compensation and Benefits
+ Performance Management
+ (Career Development

+ |Leadership Development

Functional Audit: This includes testing of different functions / features in the system and testing
of the overall process or part of process in the system and its comparison with the actual process.
Example - Purchase Process, Sales Process, Salary Calculation Process, Recruitment Process
etc. Auditor may check this process in the system and compare it with actual process. It is quite
possible that all the aspect present in the actual process may not be integrated in the ERP system.
There may be some manual intervention.

Payment Gateway: It defines the payment mode through which customers shall make payments.
Payment gateway represents the way e-commerce / m-commerce vendors collects their payments.
The payment gateway is another cntical component of e-commerce set up. These are the last and
most critical part of e-commerce fransactions. These assures seller of receipt of payment from
buyer of goods / services from e-commerce vendors. Presently numerous methods of payments by
buyers to sellers are being used including Credit / Debit Card Payments, Online bank payments,
Vendors own payment wallet, Third Party Payment wallets, like SBI BUDDY or FAYTM, Cash on
Delivery (COD) and Unified Payments Interface (UPI).
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Proxy Server: A Proxy Server is a computer that offers a computer network service to allow clients
to make indirect network connections to other network services. A client connects to the proxy
server, and then requests a connection, file, or other resource available on a different server. The
proxy provides the resource either by connecting to the specified server or by serving it from a
cache. In some cases, the proxy may alter the client's request or the server's response for vanous

Purposes
Table 2.10.1: Pros and Cons of having single software for
Accounting and Tax Compliance
5. No. | Particulars Accounting & Tax Only Tax Compliance Software
Compliance Software

1 Ease of Less — as this is integrated [ More — as this is used only for
software system of accounting and |one single purpose, le. tax
operation tax compliance, everything | compliance, itis less complicated

connected with other and |and bound to be easy.
making changes at one place
may affect other aspects also.

2 Features and |Less — as this system is not | More — as this is an exclusive and

facilities an exclusive system for tax |specifically designed system for
compliance, it may have limited | tax compliance, naturally more
features for tax compliance. features and facilities shall exist

in this system.

3 Time and Less — as this is an integrated | More — as this is a separate
efforts system, time regquired to |software, data from accounting
required transfer data to compliance | software need to put in this for

software is zero. preparation of returns. This may
take extra time and efforts.

4 Accuracy More — As this is an integrated | Less — as there are two separate
system and hence accounting | system,  reconciliation  with
data and tax compliance data | accounting data is  needed,
shall always be same. No need | possibility of mismatch of data is
to transfer data to compliance | always there.
software and reconcile the
data.

5 Cost More - if tax compliance | Less — as this is specific purpose
feature is not available in|software, there shall be less
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accounting system, getting it
customized may require some
amount of cost which may be
higher than buying separate
 fiztellad2 countants of India

complications and the cost also
shall be less.
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Abbreviations used are as follows:
HCHG: Hire Charges DAYS: No. of days a bicycle is hired for

NAME: Mame of customer  TCHG: Total Charges
MODEL: Bicycle Model No.  TDISC: Total Discount
SEX. Gender of the customer

Ans 2 contd....
" Read NAME, MODEL, DAYS, SE

| HCHG=DAYS*RATE |

!
|  ToDIEC=HcHGrmisC |
¥
| TCHG=HCHG-TDISC)+2500 |

_'//Print MAME, MODEL, DAYS, HCHG, TOISC, TEHG_.______,-—""’—F(—

ez
More Customers? Mo @

[
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User Access Management: This is an important factor that involves the following:

User Registration: Information about every user is documented. Some questions like why
and who i1s the user granted the access; has the data owner approved the access, and has
the user accepted the responsibility? etc. are answered. The de-registration process is also
equally important.

Privilege management: Access privileges are to be aligned with job requirements and
responsibilities and are to be minimal w.r.t their job functions. For example, an operator at the
order counter shall have direct access to order processing activity of the application system.

User password management: Passwords are usually the default screening point for access
to systems. Allocations, storage, revocation, and reissue of password are password
management functions. Educating users is a critical component about passwords, and making
them responsible for their password.

Review of user access rights: A user's need for accessing information changes with time
and requires a penodic review of access rights to check anomalies in the user's current job
profile and the privileges granted earlier.

e-businesses benefits individuals, businesses, governments and society at large. As a
seller, the benefits to Business / Sellers are as follows:

Increased Customer Base: Since the number of people getting online is increasing,

which are creating not only new customers but also retaining the old ones.

Recurring payments made easy: Each business has number of operations being
homogeneous. Brings in uniformity of scaled operations.

Instant Transaction: The transactions of e commerce are based on real fime
processes. This has made possible to crack number of deals.

Provides a dynamic market: Since there are several players, providing a dynamic market
which enhances quality and business.

Reduction in costs:

o Tobuyers from increased competition in procurement as more suppliers are able to
compete in an electronically open marketplace.

o Tosuppliers by electronically accessing on-line databases of bid opportunities, on-
line abilties to submit bids, and on-line review of rewards.

o In overhead costs through uniformity, automation, and large-scale integration of
management processes.

o Advertising costs.
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+  Efficiency improvement dueto:

o Reduction in ime to complete business transactions, particularly from delivery to
payment.

o Reduction in errors, time, for information processing by eliminating requirements
for re-entering data.

o Reduction in inventories and reduction of nsk of obsolete inventones as the
demand for goods and services is electronically linked through just-in- time
inventory and integrated manufacturing technigues.

o  Creation of new markets: This is done through the ability to easily and cheaply reach
potential customers.

«  Easier entry into new markets: This is especially into geographically remote markets,
for enterprises regardless of size and location.

«  Better quality of goods: As standardized specifications and competition have increased
and improved vanety of goods through expanded markets and the ability to produce
customized goods.

¢  Elimination of Time Delays: Faster time to market as business processes are linked,
thus enabling seamless processing and eliminating time delays.

MIS Report: Business managers at all levels of an organization, from assistant managers to
executives, rely on reports generated from these systems to help them evaluate their business’
daily activities or problems that anse, make decisions, and frack progress. MIS system reporiing
1s used by businesses of all sizes and in every industry.

MIS systems automatically collect data from vanous areas within a business. These systems can
produce daily reports that can be sent to key members throughout the organmization. Most MIs
systems can also generate on-demand reports that allow managers and other users of the system
to generate an MIS report whenever they need it. Many large businesses have specialized MIS
departments, whose only job is to gather business information and create MIS reports. Some of
these businesses use sophisticated computing technology and software to gather information.
Smaller businesses often use simple software programs and spreadsheets for their MIS reporting
needs. There can be as many types of MIS reports as there are divisions within a business. For
example, information about sales revenue and business expenses would be useful in MIS reports
for finance and accounting managers. Warehouse managers would benefit from MIS reports about
product inventory and shipping information. Total sales from the past year could go into an MIS
report for marketing and sales managers.
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Master Data: Master data is relatively permanent data that is not expected to change
again and again. It may change, but not again and again. In accounting systems, there may
be following type of master data.

Master Data
I I | I
Accounting Inventory Payroll Statutory
Master Data Master Data Master Data Master Data

=  Accounting Master Data - This includes names of ledgers, groups, cost centers,
accounting voucher types, etc. E.g. Capital Ledger is created once and not expected
to change frequently. Similarly, all other ledgers like, sales, purchase, expenses and
income ledgers are created once and not expected to change again and again.
Opening balance carried forward from previous year to next year is also a part of
master data and not expected to change.

* Inventory Master Data - This includes stock items, stock groups, godowns, inventory
voucher types, etc. Stock item is something which bought and sold for business
purpose, a trading goods. E.g. If a person is into the business of dealing in white
goods, stock items shall be Television, Fridge, Air Conditioner, etc. For a person
running a medicine shop, all types of medicines shall be stock items for him/her.

¢  Payroll Master Data — Payroll is a system for calculation of salary and recoding of
transactions relating to employees. Master data in case of payroll can be names of
employees, group of employees, salary structure, pay heads, etc. These data are not
expected to change frequently. E.g. Employee created in the system will remain as it
i1s for a longer peniod of time, histher salary structure may change but not frequently,
pay heads associated with his/ her salary structure will be relatively permanent.

«  Statutory Master Data - This is a master data relating to statuteflaw. It may be
different for different type of taxes. E.g. Goods and Service Tax (GST), Nature of
Payments for Tax Deducted at Source (TDS), etc. This data also shall be relatively
permanent. In case of change in tax rates, forms, categories, we need to
update/change our master data.

The risks associated with Bring Your Own Device (BYOD) can be classified info four areas as below:

« Network Risks: It is normally exemplified and hidden in 'Lack of Device Visibility'. When
company-owned devices are used by all employees within an organization, the organization's
IT practice has complete visibility of the devices connected to the network. This helps to
analyze traffic and data exchanged over the Internet. As BYOD permits employees to carry



their own devices (smart phones, laptops for business use), the IT practice team is unaware
about the number of devices being connected to the network. As network visibility is of high
importance, this lack of visibility can be hazardous. For example, if a virus hits the network
and all the devices connected to the network need be scanned, it is probable that some of the
devices would miss out on this routine scan operation.

Device Risks: It is normally exemplified and hidden in ‘Loss of Devices’. A lost or stolen
device can result in an enormous financial and reputational embarrassment to an organization
as the device may hold sensitive corporate information. Data lost from stolen or lost devices
ranks as the top security threats as per the rankings released by Cloud Secunty Alliance. With
easy access to company emails as well as corporate intranet, company trade secrets can be
easily retrieved from a misplaced device.

Application Risks: It is normally exemplified and hidden in 'Application Viruses and Malware'.
A related report revealed that a majority of employees’ phones and smart devices that were
connected to the corporate network weren't protected by security software. With an increase
in mobile usage, mobile vulnerabilities have increased concurrently. Organizations are not
clear in deciding that “who is responsible for device security — the organization or the user’.

Implementation Risks: It is normally exemplified and hidden in "Weak BYOD Policy’. The
effective implementation of the BYOD program should not only cover the technical issues
mentioned above but also mandate the development of a robust implementation policy.
Because corporate knowledge and data are key assets of an organization, the absence of a
strong BY QD policy would fail to communicate employee expectations, thereby increasing the
chances of device misuse. In addition to this, a weak policy fails to educate the user, thereby
increasing vulnerability to the above-mentioned threats.
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Material Management (MM) Module manages materials required, processed and
produced in enterprises. Different types of procurement processes are managed with this
system. Some of the popular sub-components in MM module are vendor master data,
consumption based planning, purchasing, inventory management, invoice verification
and so on. Matenal management also deals with movement of materials via other
modules like logistics, Supply Chain Management, sales and delivery, warehouse
management, production and planning. The overall purchase process includes the
following sub-processes:

Purchase Requisition from Production Department — Production department
sends a request to purchase department for purchase of raw matenal required for
production.

Evaluation of Requisition - Purchase department shall evaluate the requisition
with the current stock position and purchase order pending position and shall decide
about accepting or rejection the reguisition.

Asking for Quotation - If requisition is accepted, guotations shall be asked to
approve vendors for purchase of matenal.

Evaluation of quotations - Quotations received shall be evaluated and compared.

Purchase Order - This is a transaction for letting an approved vendor know what
we want to purchase, how much we want to purchase, at what rate we want to
purchase, by what date we want the delivery, where we want the delivery. Hence a
typical purchase order shall have following information.

o Description of stock items to be purchased.
o Quantity of these stock items.

o Rate for purchases.

o Due Date by which matenal is to be received.

o Godown where matenal is to be received.

Material Receipt - This is a transaction of receipt of matenal against purchase
order. This 1s commonly known as Matenal Receipt Note (MRN) or Goods Receipt
Mote (GRN). This transaction shall have a linking with Purchase Order. Information
in Purchase Order is automatically copied to Material Receipt Voucher for saving
time and efforts of user. Stock 1s increased after recording of this transaction.

lssue of material - Matenal received by stores shall be issued to production
department as per requirement.
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Purchase Invoice - This is a financial transaction. Trial balance is affected due this
transaction. Matenal Receipt transaction does not affect trial balance. This
transaction shall have a linking with Matenial Receipt Transaction and all the details
of material received shall be copied automatically in purchase invoice. As stock is
increased in Material Receipt transaction, it will not be increased again after
recording of purchase invoice.

Payment to Vendor - Payment shall be made to vendor based on purchase invoice
recorded earlier. Payment transaction shall have a linking with purchase invoice.

The business processes and standards adapted by Banks should consider these new set
of IT risks and challenges:

(i)

(ii)

(i)

(iv)

v)

Frequent changes or obsclescence of technology: Technology keeps on
evolving and changing constantly and becomes obsolete very quickly. Hence, there
is always a risk that the investment in technology solutions unless properly planned
may result in loss to bank due to nisk of obsolescence.

Multiplicity and complexity of systems: The core of banking services remain
same but by using technology the way these banking products and services are
provided changes drastically. The Technology architecture used for services could
include multiple digital platforms and is quite complex. Hence, this requires the bank
personnel to have personnel with requisite technology skills or the management of
the bank's technology could be outsourced to a company having the relevant skill
set.

Different types of controls for different types of technologies/ systems:
Deployment of Technology gives nise to new types of nsks which are explained later
in this chapter. These nsks need to be mitigated by relevant controls as applicable
to the technology/information systems deployed in the bank.

Proper alignment with business objectives and legall requlatory requirements
Banks must ensure that the CBS and allied systems implemented, cater to all the
business objectives and needs of the bank, in addition to the legaliregulatory
requirements envisaged.

Dependence on vendors due to outsourcing of IT services: In a CES
environment, the bank requires staff with specialized domain skills to manage IT
deployed by the bank. Hence, these services could be outsourced to vendors and
there is heavy dependency on vendors and gives nise to vendor nsks which should
be managed by proper contracts, controls and monitoring.



(vi)

(vii)

Vendor related concentration risk: There may not one but multiple vendors
providing different services. For example, network, hardware, system software and
banking software services may be provided by different vendors or these services
may be provided by a single vendor. Both these situations result in higher risks due
to heavy dependence on vendors.

Segregation of Duties (SoD): Banks have a highly-defined organization structure
with clearly defined roles, authority and responsibility. The segregation of duties as
per organization structure should be clearly mapped in the CBS used by the bank.
This is a high-nsk area since any SoD conflicts can be a potential vulnerability for
fraudulent activities. For example, if a single employee can iniiate, authorize and
disburse a loan the possibility of misuse cannot be ignored.

(viii) External threats leading to cyber frauds/ crime: The CES environment provides

(ix)

(x)

(i

(xil)

access to customers anytime, anywhere using internet. Hence, information system
which was earlier accessible only within and to the employees of the bank is now
exposed as it is open to be accessed by anyone from anywhere Making the
information available 15 business imperative but this is also fraught with nsks of
increased threats from hackers and others who could access the software to commit
frauds/crime.

Higher impact due to intentional or unintentional acts of internal employees:
Employees in a technology environment are the weakest link in an enterprise. This
is much more relevant in bank as banks deal directly with money. Hence, the
employee acts done intentionally or unintentionally may compromise secunty of the
IT environment.

New social engineering techniques employed to acquire confidential
credentials: Fraudsters use new social engineering technigues such as socializing
with employees and extracting information which is used unauthonzedly to commit
frauds. For example: extracting information about passwords from bank's staff
acting as genuine customer and using it to commit frauds.

MNeed for governance processes to adequately manage technology and
information security: Controls in CBS should be implemented from macro and
business perspective and not just from function and technology perspective.  As
Technology, has become key enabler for bank and is implemented across the bank,
senior management of bank should be involved in directing how technology Is
deployed in bank and approve appropriate policies. This requires governance
process to implement secunty as required.

MNeed to ensure continuity of business processes in the event of major
exigenciea: The high dependence on technology makes it imperative to ensure
resilience fo ensure that failure does not impact banking services. Hence, a
documented business continuity plan with adequate technology and information
systems should be planned, implemented and monitored.
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Cloud computing, simply means the use of computing resources as a service through
networks, typically the Internet. The Internet is commonly visualized as clouds; hence
the term “"cloud computing” for computation done through the Internet. With Cloud
Computing, users can access database resources via the Internet from anywhere, for as
long as they need, without worrying about any maintenance or management of actual
resources. Besides these, databases in cloud may be highly dynamic and scalable. In
fact, it is a very independent platform in terms of computing.

Cloud computing is both, a combination of software and hardware based computing
resources delivered as a networked service. This model of IT enabled services enables
anytime access to a shared pool of applications and resources. These applications and
resources can be accessed using a simple front-end interface such as a Web browser,
and thus enabling users to access the resources from any client device including
notebooks, desktops and mobile devices.

Cloud computing provides the facility to access shared resources and common
infrastructure offering services on demand over the network to perform operations
that meet changing business needs (shown in Fig. 4.8.2). The location of physical
resources and devices being accessed are typically not known to the end user. It also
provides facilities for users to develop, deploy and manage their applications ‘'on the
cloud’, which entails virtualization of resources that maintains and manages itself.



Characteristics of Cloud Computing

The following is a list of characteristics of a cloud-computing environment. Mot all
characteristics may be present in a specific cloud solution. However, some of the key
characteristics are given as follows:

*

Elasticity and Scalability: Cloud computing gives us the ability to expand and
reduce resources according to the specific service requirement. For example, we
may need a large number of server resources for the duration of a specific task.
We can then release these server resources after we complete our task.

Pay-per-Use: We pay for cloud services only when we use them, either for the
short term (for example, for CPU time) or for a longer duration (for example, for
cloud-based storage or vault services).

On-demand: Because we invoke cloud services only when we need them, they
are not permanent parts of the IT infrastructure. This is a significant advantage
for cloud use as opposed to internal IT services. With cloud services there is no
need to have dedicated resources waiting to be used, as is the case with internal
services.

Resiliency: The resiliency of a cloud service offering can completely isolate the
failure of server and storage resources from cloud users. Work is migrated to
a different physical resource in the cloud with or without user awareness and
intervention.

Multi Tenancy: Public cloud service providers often can host the cloud services
for multiple users within the same infrastructure. Server and storage isolation
may be physical or virtual depending upon the specific user requirements.

Workload Movement: This characteristic is related to resiliency and cost
considerations. Here, cloud-computing providers can migrate workloads across
servers both inside the data center and across data centers (even in a different

=35t anhicaEeL L Rl YRR A kg necessitated by cost (less expensive to

run a workload in a data center in another country based on time of day or power
requirements) or efficiency considerations (for example, network bandwidth). A
third reason could be regulatory considerations for certain types of workloads.
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The controls per the time that they act, relative to a secunty incident can be classified as
under:

Preventive Controls: These confrols prevent errors, omissions, or security incidents
from occuming. Examples include simple data-entry edits that block alphabetic
characters from being entered in numenc fields, access conirols that protect sensitive
data/ system resources from unauthonzed people, and complex and dynamic technical
controls such as antivirus software, firewalls, and intrusion prevention systems. Some
examples of prevenfive controls can be Employing qualified personnel; Segregation of
duties, Access control, Vaccination against diseases; Documentation; Prescribing
appropriate books for a course; Training and refraining of staff, Authorization of
transaction; Vahdation, edit checks in the application; Firewalls; Anti-virus software
(sometimes this acts like a corrective control also), etc., and Passwords. The above list
contains both of manual and computenzed, preventive controls.

Detective Controls: These controls are designed to detect emors, omissions or
malicious acts that occur and report the occurrence. In other words, Detective Controls
detect errors or incidents that elude preventive controls. Detective confrols can also
include monitoring and analysis to uncover activities or events that exceed authonzed
limits or violate known patterns in data that may indicate improper manipulation. Some
examples of Detective Controls are Cash counts; Bank reconciliation; Review of payroll
reports, Compare transactions on reports to source documents, Monitor actual
expenditures against budget; Use of automatic expenditure profiling where management
gets regular reports of spend to date against profiled spend; Hash totals; Check points
in production jobs;, Echo control in telecommunications;, Duplicate checking of
calculations; Past-due accounts report, The internal audit functions; Intrusion Detection
System; Cash counts and bank reconciliation, and Monitoring expenditures against
budgeted amount.

Corrective Controls: Cormective controls are designed to reduce the impact or correct
an error once it has been detected. Corrective controls may include the use of default
dates on invoices where an operator has tned to enter the incomrect date. For example-
Complete changes to IT access lists if individual’s role changes is a corrective confrol. If
an accounts clerk is transferred to the sales department as a salesman his/her access
nghts to the general ledger and other finance functions should be removed and helshe
should be given access only to functions required to perform his sales job. Some other
examples of Corrective Controls are Submit corrective joumal entnes after discovenng
an error, A Business Continuty Plan (BCF), Contingency planning, Backup procedure,
Rerun procedures, Change input value to an application system; and Investigate budget
variance and report violations.



Section B
7ai)

Correct: A core competence is a unique strength of an organization which may not be shared
by others. If business is organized on the basis of core competence, it 1s likely to generate
competitive advantage. A core competence provides potential access to a wide variety of
markets. Core competencies should be such that it is difficult for competitors to imitate them.

7aii)

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

7a i)

Correct: Stability strategies are implemented by approaches wherein few functional
changes are made in the products or markets. It is not a ‘do nothing’ strategy. It
involves keeping track of new developments to ensure that the strategy continues to
make sense. This strategy i1s typical for mature business organizations. Some small
organizations will also frequently use stability as a strategic focus to maintain
comfortable market or profit position.

7b)

Strategic uncertainty denotes the uncertainty that has crucial implications for the organisation. A
typical external analysis will emerge with dozens of strategic uncertainties. To be manageable,
they need to be grouped into logical clusters or themes. It is then useful to assess the importance
of each cluster in order to set priorities with respect to Information gathering and analysis.
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Strategic Management is very important for the survival and growth of business
organizations in dynamic business environment. Other major benefits of strategic
management are as follows:

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

+ |t provides better guidance to entire organization on the crucial point — what it is
trying to do. Also provides framework for all major business decisions of an
enterpnse such a decision on businesses, products, markets, organization
structures, etc.

+ [t facilitates to prepare the organization to face the future and act as pathfinder
to various business opportunities. Organizations are able to identify the available
opportunities and identify ways and means as how to reach them.

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

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

8b)

SWOT analysis 1s a tool used by organizations for evolving strategic options for the
future. The term SWOT refers to the analysis of strengths, weaknesses, opportunities
and threats facing a company. Strengths and weaknesses are identified in the internal
environment, whereas opportunities and threats are located in the external
environment.

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

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

Opportunity: An opportunity is a favourable condition in the external environment
which enables it to strengthen its position.

Threat: An unfavourable condition in the external environment which causes a risk
for, or damage to the organisation’s position.

9a)

Yummy foods is proactive in its approach. On the other hand Tasty Food is reactive.
Proactive strategy is planned strategy whereas reactive strategy is adaptive reaction to
changing circumstances. A company's strategy is typically a blend of proactive actions on
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the part of managers to improve the company’s market position and financial performance
and reactions to unanticipated developments and fresh market conditions.

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

At the same time, crafting a strategy involves stitching together a proactive/intended
strategy and then adapting first one piece and then another as circumstances surrounding
the company’s situation change or befter options emerge-a reactive/adaptive strategy. This
aspect can be accomplished by Yummy Foods.

To gain a deep understanding of a company’s industry and competitive environment,
managers do not need to gather all the information they can find and waste a lot of time

digesting it. Rather, the task is much more focused. A powerful and widely used tool for
systematically diagnosing the significant competitive pressures in a market and assessing
the strength and importance of each is the Porter's five-forces model of competition. This
model holds that the state of competition in an industry is a composite of compefitive
pressures operating in five areas of the overall market:

«  Competitive pressures associated with the market manoeuvring and jockeying for
buyer patronage that goes on among rival sellers in the industry.

+  Competitive pressures associated with the threat of new entrants into the market.

+  Competitive pressures coming from the attempts of companies in other industries to
win buyers over to their own substitute products.

«  Competitive pressures stemming from supplier bargaining power and supplier-seller
collaboration.

+  Competitive pressures stemming from buyer bargaining power and seller-buyer
Collaboration.

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

Backward integration 1s a step towards creation of effective supply by entening
business of input providers. Strategy employed to expand profits and gain greater
control over production of a product whereby a company will purchase or build a
business that will increase its own supply capability or lower its cost of production. On
the other hand, forward integration is moving forward in the value chain and entering
business lines that use existing products. Forward integration will also take place
where organisations enter into businesses of distribution channels.
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A Mission statement tells you the fundamental purpose of the organization. It
concentrates on the present. It defines the customer and the critical processes.
It informs you of the desired level of performance. On the other hand, a vision
statement outlines what the organization wants to be. It concentrates on the
future. It is a source of inspiration. It provides clear decision-making criteria.

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

1.

The vision states the future direction while the mission states the ongoing
activities of the organisation.

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

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

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

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

For a new product an organization may either choose to skim or penetrate the market. In
skimming prices are set at a very high level. The product is directed to those buyers who
are relatively price insensitive but sensitive to the novelty of the new product. For example
call rates of mobile telephony were set very high initially. Even the incoming calls were
charged. Since the initial off take of the product is low, high price, in a way, helps in
rationing of supply in favour of those who can afford it.

In penetration pricing firm keeps a temptingly low price for a new product which itself is
selling point. A very large number of the potential customers may be able to afford and
willing to try the product.
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Business Process Reengineering (BFR) i1s an approach to unusual improvement in operating
effectiveness through the redesigning of cnfical business processes and supporting business
systems. It is revolutionary redesign of key business processes that involves examination of the
basic process itself. It looks at the minute details of the process, such as why the work is done,
who does it, where is it done and when it is done. BPR refers to the analysis and redesign of
workflows and processes both within the organization and between the organization and the
external entities like suppliers, distributors, and service providers.

The orientation of redesigning efforts is basically radical. In other words, it is a total deconstruction
and rethinking of business process in its entirety, unconstrained by its existing structure and
pattern. Its objective is to obtain quantum jump in process performance in terms of time, cost,
output, quality, and responsiveness to customers. BPR is a revolutionary redesigning of key
business processes. BPR involves the following steps:

1. Determining objectives and framework: Objectives are the desired end results of the
redesign process which the management and organization attempts to achieve. This will
provide the required focus, direction, and motivation for the redesign process. It helps in
building a comprehensive foundation for the reengineering process.

2. |dentify customers and determine their needs: The designers have fo understand
customers — their profile, their steps in acquiring, using and disposing a product. The purpose
Is to redesign business process that clearly provides added value to the customer.

3. Study the existing process: The existing processes will provide an important base for the
redesigners. The purpose is to gain an understanding of the “what’, and “why’ of the fargeted
process. However, some companies go through the reengineering process with clean
perspective without laying emphasis on the past processes.

4. Formulate a redesign process plan: The information gained through the earlier steps is
translated into an ideal redesign process. Formulation of redesign plan is the real crux of the
reengineering efforts. Customer focused redesign concepts are identified and formulated. In
this step alternative processes are considered and the best is selected.

5. Implement the redesign: It is easier to formulate new process than to implement them.
Implementation of the redesigned process and application of other knowledge gained from
the previous steps is key to achieve dramatic improvements. It is the joint responsibility of the
designers and management to operationalise the new process.

Companies that are large enough to be organized into strategic business units face
the challenge of allocating resources among those units. In the early 1970's the Boston
Consulting Group developed a model for managing a portfolio of different business
units or major praoduct lines. The BCG growth-share matrix named after its developer
facilitates portfolio analysis of a company having invested in diverse businesses with
varying scope of profits and growth.

The BCG matrix can be used to determine what prionties should be given in the product



portfolio of a business unit. Using the BCG approach, a company classifies its different
businesses on a two-dimensional growth share matrix. Two dimensions are market
share and market growth rate. In the matrixc

*

The vertical axis represents market growth rate and provides a measure of market
attractiveness.

The horizontal axis represents relative market share and serves as a measure of
company's strength in the market.

Thus the BCG matrix depicts quadrants as shown in the following table:

u
; E High Stars Question Marks
= -E Low Cash Cows Dogs
25 High Low
(C]
Relative Market Share
BCG Matrix

Different types of business represented by either products or SBUs can be classified
for portfolio analyses through BCG matrix. They have been depicted by meaningful
metaphors, namely:

Different types of business represented by either products or SBUs can be classified
for portfolio analyses through BCG matrix. They have been depicted by meaningful
metaphors, namely:

(a)

(b)

(9]

(d)

Stars are products or SBUs that are growing rapidly. They also need heavy
investment to maintain their position and finance their rapid growth potential.
They represent best opportunities for expansion.

Cash Cows are low-growth, high market share businesses or products. They
generate cash and have low costs. They are established, successful, and need
less investment to maintain their market share. In long run when the growth rate
slows down, stars become cash cows.

Question Marks, sometimes called problem children or wildcats, are low market
share business in high-growth markets. They require a lot of cash to hold their
share. They need heavy investments with low potential to generate cash. Question
marks if left unattended are capable of becoming cash traps. Since growth rate
15 high, increasing it should be relatively easier. It is for business organisations to
turn them stars and then to cash cows when the growth rate reduces.

Dogs are low-growth, low-share businesses and products. 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.



The BCG matnyx is useful for classification of products, 5BUs, or businesses, and for
selecting appropriate strategies for each type as follows.

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

(b) Hold or preserve the existing market share.

(c) Harvest or maximize short-term cash flows.

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

Thus BCG matrix is a powerful tool for strategic planning analysis and choice.

12b)

Management of logistics is a process which integrates the flow of materials
into, through and out of an organization to achieve a level of service that the

right materials are available at the right place at the right time, of right quality
and at the right cost. For a business organization effective logistics strategy will
involve raising and finding solutions to the questions relating to raw material,
manufacturing locations, products, transportation and deployment of inventory.
Improvement in logistics can result in saving in cost of doing business.

When a company creates a logistics strateqy, it is defining the service levels
at which its logistics systems are highly effective. A company may develop a
number of logistics strategies for specific product lines, specific countries or
specific customers to address different categorical requirements.



