
 

PAPER – 7: INFORMATION TECHNOLOGY AND STRATEGIC MANAGEMENT 
SECTION – A: INFORMATION TECHNOLOGY 

QUESTIONS 

1. Define the following terms briefly: 
(i) Business Process Reengineering (BPR) Team  
(ii) Business Strategy 
(iii) Audit Software Usage 
(iv) Web Servers 
(v) Public Data Network 
(vi) Micro Waves 
(vii) Middleware 
(viii) Pre-requisites of ACID Test for any TPS 
(ix) Travel Management Systems 
(x) Plastic Cards 

2. Differentiate between the following: 
(i) Logical Data Flow Diagram and Physical Data Flow Diagram  
(ii) Organizational Business Processes and Operational Business Processes 
(iii) Fixed and Variable Length Instructions 
(iv) Community Cloud and Hybrid Cloud 
(v) Serial Transmission and Parallel Transmission 
(vi) External Threats and Internal Threats 
(vii) Explicit Knowledge and Tacit Knowledge 
(viii) Strategic Level Systems and Management Level Systems 
(ix) Online Processing and Real-time Processing 
(x) Programming Management Controls and Quality Assurance Management Controls 

3. Write short note on the following: 
(i) Order to Cash Process Flow 
(ii) Value Chain Automation 
(iii) Micro Architecture 
(iv) Virtual Memory 
(v) Public Data Network 
(vi) Internet’s TCP/IP 
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(vii) Benefits of Customer Relationship Management (CRM) 
(viii) Artificial Intelligence 
(ix) Business Applications 
(x) Application areas of Grid Computing 

Accounting Information Systems 
4. What do you understand by Accounting Information System? Discuss some of its functions, 

in brief. 
Flowchart 
5.  A XYZ bank has 500 employees. The salary paid to each employee is sum of his Basic 

Pay (BP), Dearness Allowance (DA) and House Rent Allowance (HRA). For computing 
House Rent Allowance, bank classified his employees into three classes A, B and C. The 
HRA for each class is computed at the rate of 30 percent, 20 percent and 10 percent of 
the BP respectively. The DA is computed at a flat rate of 60 percent of the Basic Pay. Draw 
a flow chart to determine the percentage of employee falling in each of the following salary 
slabs: 
(i) Above ` 30,000 
(ii) ` 15,001 to ` 30,000 
(iii) ` 8,001 to ` 15,000 
(iv) Less than or equal to ` 8,000. 

Relational Database Model 
6. Describe Relational Database Model with example. 
Business Process Automation 
7.  Discuss in brief the steps that are involved in implementing Business Process Automation 

(BPA). 
Mobile Computing 
8. Discuss various business applications of Mobile Computing. 
Digital Data Transmission 
9. What do you understand by the term ‘Transmission Techniques’? Discuss its types in 

detail. 
Business Information System (BIS) 
10.  “Information is said to be the currency of the present business environment and rightfully 

it can be said that we are lining in an ‘Information Age”. Explain the statement.  
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Office Automation Systems (OAS) 
11.  Discuss majorly used Office Automation applications. 
Decision Support Systems (DSS) 
12.  What is Decision Support System (DSS)? Discuss the planning languages used in DSS. 
OSI Model in Telecommunication 
13. Discuss Open Systems Interconnection (OSI) Model, in detail. 
Applications based on Nature of Application 
14. Discuss Business applications based on Nature of Application. 
Client-Server Technology 
15. Differentiate between Fat Client and Thin Client. 

SUGGESTED ANSWERS  

1. (i)  Business Process Reengineering (BPR) Team: A BPR team is responsible to take 
the BPR project forward and make key decisions and recommendations. The BPR 
team includes active representatives from top management, business process 
owners, technical experts and users. The teams are of manageable size (say 10 
members) to ensure well-coordinated, effective and efficient completion of the entire 
BPR process. 

(ii)  Business Strategy: At the highest level, the strategy of the company is specified, 
which describes its long-term concepts to develop a sustainable competitive 
advantage in the market. An example of a business strategy is cost leadership for 
products in a certain domain. Business Strategy determines goals to determine 
Operational and Organizational Business Processes to implement Business 
Processes. 

(iii)  Audit Software Usage: These procedures include the use of generalized audit 
software to survey the contents of data files, the use of specialized software to assess 
the contents of operating system parameter files and flow-charting techniques for 
documenting the automated applications. 

(iv)  Web Servers: Web servers are computers that deliver web pages. Every web server 
has an IP address and possibly a domain name. For example, if we enter the URL 
http://www.icai.org in our browser, this sends a request to the Web server whose 
domain name is icai.org. The server then fetches the home page named and sends it 
to our browser. Any computer can be turned into a Web server by installing server 
software and connecting the machine to the Internet.  
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(v)  Public Data Network: A Public Data Network is defined as a network shared and 
accessed by users not belonging to a single organization. It is a network established 
and operated by a telecommunications administration, or a recognized private 
operating agency, for the specific purpose of providing data transmission services for 
the public. The Internet is an example of a Public Data Network. 

(vi)  Micro Waves: Micro Waves are radio waves with wavelengths ranging from one 
meter to as short as one millimeter, or equivalently, with frequencies between 
300 MHz (0.3 GHz) and 300 GHz. These are used for communication, radar systems, 
radio astronomy, navigation and spectroscopy. 

(vii)  Middleware: The network system implemented within the client/server technology is 
commonly called by the computer industry as Middleware. Middleware is all the 
distributed software needed to allow clients and servers to interact. General 
Middleware allows for communication, directory services, queuing, distributed file 
sharing, and printing.  

(viii) Pre-requisites of ACID TEST for any TPS are as follows: 
• Atomicity: This means that a transaction is either completed in full or not at all. 

TPS systems ensure that transactions take place in their entirety. For example, 
if funds are transferred from one account to another, this only counts as a bona-
fide transaction if both the withdrawal and deposit take place. If one account is 
debited and the other is not credited, it does not qualify as a transaction. 

• Consistency: TPS systems exist within a set of operating rules (or integrity 
constraints). If an integrity constraint states that all transactions in a database 
must have a positive value, any transaction with a negative value would be 
refused. 

• Isolation: Transactions must appear to take place in seclusion. For example, 
when a fund transfer is made between two accounts the debiting of one and the 
crediting of another must appear to take place simultaneously. The funds cannot 
be credited to an account before they are debited from another.  

• Durability: Once transactions are completed they cannot be undone. To ensure 
that this is the case even if the TPS suffers failure, a log will be created to 
document all completed transactions.  

 These four conditions ensure that TPS systems carry out their transactions in a 
methodical, standardized and reliable manner.  

(ix) Travel Management Systems: Many business processes specific to Travel 
Management industry are automated, including ticket booking for air, bus, train, hotel, 
etc. It has features such as streamlined foreign travel approval process, configurable 
to match enterprise's foreign travel program, build-in and manage travel policy 
compliance, ‘safe return’ process for people tracking, traveller portal for up to date 
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information, secure traveller profile information, online retrieval of e-tickets, 
reservations, visas & inoculation records, management of entry visas & medical 
requirements, front, mid and back office tools on a single, and web based platform.  

(x)  Plastic Cards: Plastic Cards are used to store information required in an 
authentication process. These cards that are used to identify a user need to go 
through procedural controls like application for a card, preparation of the card, issue 
of the card, use of the card and return of the card or card termination phases. 

2. (i) Logical Data Flow Diagram: A Logical Data Flow Diagram (DFD) focuses on the 
business and how the business operates. It describes the business events that take 
place and the data required and produced by each event. The logical model reflects 
the business. 

 Physical Data Flow Diagram: A Physical Data Flow Diagram (DFD) shows how the 
system will be implemented. The physical model depicts the system.  

(ii)  Organizational Business Processes: Organizational Business Processes are high-
level processes that are typically specified in textual form by their inputs, their outputs, 
their expected results and their dependencies on other organizational business 
processes. These business processes act as supplier or consumer processes. To 
manage incoming raw materials provided by a set of suppliers is an example of an 
organizational business process. While organizational business processes characterize 
coarse-grained business functionality, there are multiple operational business 
processes that contribute to one organizational business process.  

 Operational Business Processes: In Operational Business Processes, the activities 
and their relationships are specified, but implementation aspects of the business 
process are disregarded. Operational business processes are specified by business 
process models. These are the basis for developing implemented business processes. 

(iii) Fixed Length Instructions: Instructions are translated to machine code. In some 
architecture, all machine code instructions are of the same length i.e. fixed length. 
Fixed length instructions are commonly used with RISC processors. Since each 
instruction occupies the same amount of space, every instruction must be long 
enough to specify a memory operand, even if the instruction does not use one. Hence, 
memory space is wasted by this form of instruction. The advantage of fixed length 
instructions is that they make the job of fetching and decoding instructions easier and 
more efficient, which means that they can be executed in less time than the 
corresponding variable length instructions. 

 Variable Length Instructions: Variable length instructions are commonly used on 
CISC machines. The advantage of using variable length instructions is that each 
instruction can use exactly the amount of space it requires, so that variable length 
instructions reduce the amount of memory space required for a program. 
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(iv)  Community Cloud: This is the sharing of computing infrastructure in between 
organizations of the same community. For example, all Government organizations 
within India may share computing infrastructure on the cloud to manage data. The 
risk is that data may be stored with the data of competitors. 

 Hybrid Cloud: It is a composition of two or more clouds (Private, Community or 
Public). It is maintained by both internal and external providers. It must maintain its 
unique identity, but is bound together by standardized data and application portability. 
With a hybrid cloud, organizations might run non-core applications in a public cloud, 
while maintaining core applications and sensitive data in-house in a private cloud. 

(v)  Difference between Serial Transmission and Parallel Transmission are as follows: 

Serial Transmission Parallel Transmission 
In this, the data bits are transmitted 
serially one after another. 

In this, the data bits are transmitted 
simultaneously. 

Data is transmitted over a single wire. Data is transmitted over eight different 
wires. 

It is a cheaper mode of transferring 
data. 

It is relatively expensive mode of 
transferring data. 

It is useful for long distance data 
transmissions. 

Not practical for long distance 
communications as it uses parallel 
paths, so cross talk may occur. 

It is relatively slower. It is relatively faster. 

  

(vi)  External Threats - These threats originate from individuals or organizations working 
outside an organization, which does not have authorized access to organization’s 
computer systems or network. They usually work their way into a network from the 
Internet or dialup access servers. 

 Internal Threats - Typically, these threats originate from individuals who have 
authorized access to the network. These users either have an account on a server or 
physical access to the network. An internal threat may come from a discontented 
former or current employee or contractor. It has been seen that majority of security 
incidents originate from internal threats. 

(vii)  Explicit Knowledge: Explicit knowledge is that which can be formalized easily and 
therefore is easily available across the organization. Explicit knowledge is articulated, 
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and represented as spoken words, written material and compiled data. This type of 
knowledge is codified, easy to document, transfer and reproduce. For example – 
Online tutorials, Policy and procedural manuals.  

 Tacit Knowledge: Tacit knowledge, on the other hand, resides in a few often-in just 
one person and hasn’t been captured by the organization or made available to others. 
Tacit knowledge is unarticulated and represented as intuition, perspective, beliefs, 
and values that individuals form based on their experiences. It is personal, 
experimental and context-specific. It is difficult to document and communicate the 
tacit knowledge. For example – hand-on skills, special know-how, employee 
experiences. 

(viii) Strategic - Level Systems: These systems are for strategic managers to track and 
deal with strategic issues, assisting long-range planning. A principle area is tracking 
changes in the external conditions (market sector, employment levels, share prices, 
etc.) and matching these with the internal conditions of the organization. 

 Management - Level Systems: These systems are used for the monitoring, 
controlling, decision-making, and administrative activities of middles management. 
Some of these systems deal with predictions or “what if…” type questions. e.g. “What 
would happen to our profits if the completion of the new production plant was delayed 
by 6 months?” Tracking current progress in accord with plans is another major 
function of systems at this level. 

(ix) Online Processing: In this, data is processed immediately while it is entered, the 
user usually only must wait a short time for a response. Games, word processing, 
and booking systems are examples of Online Processing. Interactive or online 
processing requires a user to supply an input. Interactive or online processing 
enables the user to input data and get the results of the processing of that data 
immediately. 

 Real-time Processing: Real time processing is a subset of interactive or online 
processing. Input is continuously, automatically acquired from sensors, for example, 
which is processed immediately to respond to the input in as little time as possible. 
After the system is finished responding, it reads the next set of input data immediately 
to process that. This system doesn't need a user to control it, it works automatically. 
Whenever there is a rapid reaction required due to some sort of change, real time 
processing can act without the need of a user or long processing time beforehand. 
Real time processing is used in warning systems on aircraft, alarm systems in 
hazardous zones, burglar alarms etc. 

(x)  Programming Management Controls: Program development and implementation is 
a major phase within the systems development life cycle. The primary objectives of 
this phase are to produce or acquire and to implement high-quality programs. The 
program development life cycle comprises six major phases – Planning; Design; 
Control; Coding; Testing and Operation and Maintenance with Control phase running 
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in parallel for all the other phases. The purpose of the Control phase during software 
development or acquisition is to monitor progress against plan and to ensure software 
released for production use is authentic, accurate and complete. 

 Quality Assurance Management Controls: It is responsible for ensuring information 
systems development; implementation, operation, and maintenance conform to 
established quality standards. Organizations are increasingly producing safety-critical 
systems and users are becoming more demanding in terms of the quality of the 
software they employ to undertake their work. Organizations are undertaking more 
ambitious information systems projects that require more stringent quality 
requirements and are becoming more concerned about their liabilities if they produce 
and sell defective software. 

3.  (i)  Order to Cash (OTC/O2C or Sales) Process Flow: This covers all the business 
processes relating to fulfilling customer requests for goods or services. It involves 
transactional flow of data from the initial point of documenting a customer order to the 
final point of collecting the cash. The typical life cycle of a sales transaction may 
include the following transactions: 
• Customer Order: A purchase order is received from a customer specifying the 

type, quantity and agreed prices for products.  

• Recording: Availability of the items is checked and customer order is booked.  

• Pick release: The items are moved from the warehouse to the staging area. 

• Shipping: The items are loaded onto the carrier for transport to the customer. 

• Invoice: Invoice of the transaction is generated and sent to the customer. 

• Receipt: Money is received from the customer against the invoices. 

• Reconciliation: The bank reconciliation of all the receipts is performed. 

(ii)  Value Chain Automation: This refers to separate activities which are necessary to 
strengthen an organization's strategies and are linked together both inside and 
outside the organization. It is defined as a chain of activities that a firm operating in 
a specific industry performs to deliver a valuable product or service for the market.  

 The idea of the Value Chain is based on the process view of organizations, the idea 
of seeing a manufacturing (or service) organization as a system, made up of 
subsystems each with inputs, transformation processes and outputs. Six business 
functions of the value chain are Research and development; Design of products, 
services, or processes; Production; Marketing and sales; Distribution and Customer 
service. 
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(iii)  Micro Architecture:  Also known as Computer Organization, it is a lower level 
detailed description of the system that is sufficient for completely describing the 
operation of all parts of the computing system, and how they are inter-connected and 
inter-operate to implement the Information Systems Architecture (ISA). This 
describes the data paths, data processing elements and data storage elements, and 
describes how they should implement Information System Architecture. The Micro 
architecture be how the ISA does and what it does. It’s how everything is ultimately 
organized on the chip or processor. 

(iv)  Virtual Memory: Virtual Memory is in fact not a separate device but an imaginary 
memory area supported by some operating systems (for example, Windows) in 
conjunction with the hardware. If a computer lacks the Random-Access Memory 
(RAM) needed to run a program or operation, Windows uses virtual memory to 
compensate. Virtual memory combines computer’s RAM with temporary space on the 
hard disk. When RAM runs low, virtual memory moves data from RAM to a space 
called a paging file. Moving data to and from the paging file frees up RAM to complete 
its work. Thus, Virtual memory is an allocation of hard disk space to help RAM.       

(v)  Public Data Network: A Public Data Network is defined as a network shared and 
accessed by users not belonging to a single organization. It is a network established 
and operated by a telecommunications administration, or a recognized private 
operating agency, for the specific purpose of providing data transmission services for 
the public. The Internet is an example of a Public Data Network. 

(vi) Internet’s TCP/IP: The Internet uses a system of telecommunications protocols 
widely known as Internet’s protocol suite called as Transmission Control Protocol 
/Internet Protocol (TCP/IP). TCP/IP consists of five levels of protocols that can be 
related to the seven layers of the OSI architecture. It is used by the Internet and by 
all Intranets and extranets. Many companies and other organizations are also 
converting their client/server networks to TCP/IP. 

 Five levels of TCP/IP include the following: 
• Application or process layer  
• Host-to-Host Transport layer  
• Internet Protocol (IP) 
• Network Interface 
• Physical layer  

(vii)  Benefits of Customer Relationship Management (CRM): CRM establishes the 
benefits of generating customer loyalty, raising a market intelligence enterprise, and 
an integrated relationship. Preserving existing customers and providing enhanced 
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services to accomplish the loyalty is expressed as CRM. The underlying standard that 
business exists is their customers. Developing connection and affiliation with 
customer and supervising it professionally and effectively so that it is advantageous 
to both the customer and the business is a noteworthy objective. CRM applications 
smoothen the progress to capture, consolidate, analysis, and enterprise-wide 
dissemination of data from existing and potential customers. CRM can be considered 
as an amalgamation of people, process and systems rather than just IT application. 

(viii) Artificial Intelligence (AI): Artificial Intelligence is a research field that studies how 
to comprehend the intelligent human behaviours on a computer. The decisive 
objective of AI is to make a computer that can discover, sketch, and crack problems 
in parallel. Some of the commercial applications of AI are as follows: Applications of  
• Decision Support: Intelligent human–computer interface (HCI) systems can 

understand spoken language and gestures, and facilitate problem solving by 
supporting organization wide collaborations to solve problems.  

• Information Retrieval: Natural language technology helps retrieve any sort of 
online information, from text to pictures, videos, maps, and audio clips, in 
response to English questions. Database mining for marketing trend analysis, 
financial forecasting, and maintenance cost reduction, and more. 

• Virtual Reality: X-ray–like vision enabled by enhanced-reality visualization that 
allows brain surgeons to “see through” intervening tissue to operate, monitor, 
and evaluate disease progression. 

• Robotics: Machine-vision inspections systems for gauging, guiding, identifying, 
and inspecting products and providing competitive advantage in manufacturing. 
Cutting-edge robotics systems, from micro-robots and hands and legs. 

(ix)  Business Applications: Business Application is defined as a computer program 
used to fulfil a person’s need for regular occupation or commercial activity. This 
means that business applications are software or set of software used by business 
people. Business applications can be classified based on various usages they are put 
to as well as user’s understanding of the application – Nature of Processing, Source 
of Application, Size and Complexity of business and Nature of application. 

(x)  Application Areas of Grid Computing are as follows: 

• Civil engineers collaborate to design, execute, & analyse shake table 
experiments. 

• An insurance company mines data from partner hospitals for fraud detection. 
• An application service provider offloads excess load to a compute cycle 

provider. 
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• An enterprise configures internal & external resources to support e-Business 
workload. 

• Large-scale science and engineering are done through the interaction of people, 
heterogeneous computing resources, information systems and instruments, all 
of which are geographically and organizationally dispersed. 

4.   Accounting Information System: An Accounting Information System (AIS) is defined as 
a system of collection, storage and processing of financial and accounting data that is used 
by decision makers. It is generally a computer-based method for tracking accounting 
activity in conjunction with information technology resources. There are three basic 
functions of AIS and are as follows: 
(i) Collect and store data: Collect and store data about organization’s business 

activities and transactions by capturing transaction data from source documents and 
posting data from journals to ledgers. Source documents are special forms used to 
capture transaction data such as sales order, sales invoice, order processing, 
purchase order, etc.  

(ii) Record transaction: Record transactions data into journals. These journals present 
a chronological record of what occurred and provide management with information 
useful for decision making. These documents are in the form of reports like financial 
statements, managerial reports, etc.  

(iii) Safeguard organisational assets: These provide adequate controls to ensure that 
data is recorded and processed accurately by safeguarding organizational assets 
(data and systems). The two important methods for accomplishing this objective are 
by providing adequate documentation of all business activities and an effective 
segregation of duties. Documentation allows management to verify that assigned 
responsibilities were completed correctly. Segregation of duties refers to dividing 
responsibility for different portions of a transaction among several people.  

5. Abbreviations used are as follows: 
P1: Percentage of employees falling in salary slab (salary <= 8,000);  
P2: Percentage of employees falling in salary slab (8,001 <= salary <= 15,000) 
P3: Percentage of employees falling in salary slab (15,001 <= salary<= 30,000) 
P4: Percentage of employees falling in salary slab (salary > 30,000) 
I: Count of number of employees 
C1: Count of employees falling in salary slab (salary <= 8,000); 

C2: Count of employees falling in salary slab (8,001 <= salary <= 15,000) 
C3 : Count of employees falling in salary slab (15,001 <= salary <= 30,000) 
C4: Count of employees falling in salary slab (salary > 30,000) 
The required flowchart is given below: 
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6. Relational Database Model: A Relational Database allows the definition of data and their 
structures, storage and retrieval operations and integrity constraints that can be organized 
in a table structure. A table is a collection of records and each record in a table contains 
the same fields. Three key terms are used extensively in relational database models: 
Relations, Attributes, and Domain.  
• Relation: A Relation is a table with columns and rows; 
• Attributes: The named column of the relation is called Attribute; and  
• Domain: The Domain is defined as the set of values the attributes can take.  
All relations (and, thus, tables) in a relational database must adhere to some basic rules 
to qualify as relations. First, the ordering of columns is immaterial in a table. Second, there 
can't be identical record in a table. And third, each record will contain a single value for 
each of its attributes. 
A relational database contains multiple tables, with at least similar value occurring in two 
different records (belonging to the same table or to different tables) that implies a 
relationship among those two records. Tables can also have a designated single attribute 
or a set of attributes that can act as a "key", which can be used to uniquely identify each 
record in the table. 
A key that can be used to uniquely identify a row in a table is called a Primary Key. Keys 
are commonly used to join or combine data from two or more tables.  

7. The steps involved in implementing Business Process Automation (BPA) are as follows: 
Step 1: Define why we plan to implement a BPA: The primary purpose for which an 
enterprise implements automation may vary from enterprise to enterprise. A list of generic 
reasons for going for BPA may include Errors in manual processes leading to higher costs; 
Payment processes not streamlined; Paying for goods and services not received; Poor 
debtor management leading to high invoice aging and poor cash flow; Lengthy or 
incomplete new employee or new account on-boarding; Unable to recruit and train new 
employees, but where employees; Lack of management understanding of business 
processes; and Poor customer service. 
Step 2: Understand the rules / regulation under which enterprise needs to comply 
with: One most important steps in automating any business process is to understand the 
rules of engagement, which include following the rules, adhering to regulations and 
following document retention requirements. This governance is established by a 
combination of internal corporate policies, external industry regulations and local, state, 
and central laws.   
Step 3: Document the process, we wish to automate: At this step, all the documents 
that are currently being used need to be documented. The aspects that need to be kept in 
mind while documenting the present process could be: 
♦ What documents need to be captured?; 
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♦ Where do they come from?; 
♦ What format are they in: Paper, FAX, email, PDF etc.?; 
♦ Who is involved in processing of the documents?; 
♦ What is the impact of regulations on processing of these documents?; 
♦ Can there be a better way to do the same job?; and 
♦ How are exceptions in the process handled? 
Step 4: Define the objectives/goals to be achieved by implementing BPA: Once the 
above steps have been completed, entity needs to determine the key objectives of the 
process improvement activities. When determining goals, remember that goals need to be 
SMART - Specific: Clearly defined; Measurable: Easily quantifiable in monetary terms; 
Attainable: Achievable through best efforts; Relevant: Entity must need these, and 
Timely: Achieved within a given time frame. 
Step 5: Engage the business process consultant: This is again a critical step to achieve 
BPA. To decide as to which company/ consultant to partner with, depends upon the following: 
♦ Objectivity of consultant in understanding/evaluating entity situation. 
♦ Does the consultant have experience with entity business process? 
♦ Is the consultant experienced in resolving critical business issues? 
♦ Whether the consultant can recommend and implementing a combination of 

hardware, software and services as appropriate to meeting enterprise BPA 
requirements? 

♦ Does the consultant have the required expertise to clearly articulate the business 
value of every aspect of the proposed solution? 

Step 6: Calculate the RoI for project: The right stakeholders need to be engaged and 
involved to ensure that the benefits of BPA are clearly communicated and implementation 
becomes successful. Hence, the required business process owners must be convinced to 
justify the benefits of BPA and get approval from senior management.  
Step 7: Developing the BPA: Once the requirements have been document, ROI has been 
computed and top management approval to go ahead has been received, the consultant 
develops the requisite BPA. The developed BPA needs to meet the objectives for which 
the same is being developed.  
Step 8: Testing the BPA: Once developed, it is important to test the new process to 
determine how well it works and identify where additional “exception processing” steps 
need to be included. The process of testing is an iterative process, the objective being to 
remove all problems during this phase. 
Testing allows room for improvements prior to the official launch of the new process, 
increases user adoption and decreases resistance to change.  
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8. Some of the business Applications of Mobile Computing are as follows: 
• There is increase in workforce productivity as mobile device enables employees to 

work from anywhere, anytime by accessing and updating information as required. For 
example: employees can read/respond to emails using laptops, PDAs or smart 
phones from office, residence and even when on the move.  

• Customer service can be improved by responding to customer queries on site or off 
site. For example: customer complaints can be accessed and responded by 
accessing past/latest information of client as required. 

• Incident management can be improved by resolving problems faster without limitation 
of time as the concerned employees can attend to these regardless of their location.  

• Enterprises can focus on providing customers and employees using mobile devices 
and provide the latest information. This enables employees, customers, and 
businesses to be available to one another as per their choice. For example: billing 
can be done by employees using hand held devices at customer site and the 
information updated online and deliveries to customers can be speeded up. 

• Enterprises can dynamically modify and update their offerings and offer new products 
and services altogether. For example: enterprises can implement telecommuting with 
flexible working hours and locations allowing for cost savings and better efficiency.  

• Mobile computing gives users the freedom to roam, with access to data and services 
at any time and in any place. Most of the high-end ERP and business software 
applications for SMEs have in-built capabilities of mobile computing enabling users 
to access data.  

9. Transmission Techniques: A communication network consists of a collection of devices 
(or nodes) that wish to communicate and interconnect together. The primary objective in 
any communication network is simply moving information from one source to one or more 
destination nodes. Based on the techniques used to transfer data, communication 
networks can be categorized into Broadcast and Switched networks.  
• Broadcast Networks - In Broadcast networks, data transmitted by one node is 

received by many, sometimes all, of the other nodes. This refers to a method of 
transferring a message to all recipients simultaneously. For example – a corporation 
or other voluntary association, that provides live television or recorded content such 
as movies, newscasts, sports, public affairs programming, and other television 
programs for broadcast over a group of radio stations or television stations. 

• Switched Networks - In switched-communication networks, the data transferred from 
source to destination is routed through the switch nodes. The way in which the nodes 
switch data from one link to another, as it is transmitted from source to destination 
node, is referred to as a switching technique. Three common switching techniques 
are Circuit Switching, Packet Switching, and Message Switching. 
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10.  “Information is said to be the currency of the present business environment and 
rightfully it can be said that we are living in the ‘Information Age”.  
Information is a significant resource to an organization as it represents the organization’s 
tangible and intangible resources and all transactions relating to those resources. 
Information influences the way an organization operates. The right information, if it is 
transported to the right person, in the right fashion, and at the right time, can progress and 
guarantee organizational effectiveness and competence. The Business Information 
System is the mechanism used to manage and control the information resource.  
An Information System is an integrated process of components for collecting, storing, 
processing, and communicating information. Any specific Information System aims to 
support operations, management and decision making. Information Systems (IS) refers to 
the interface of People, Processes, and Technology. People are considered as a Frontline 
Employees, executives and managers that need technology to process the information in 
fast and accurate manner. The role of information systems in the organization is shifting to 
support business processes rather than individual functions. The focus is outwards to 
customers, rather than inwards to procedures. 
Information Technology is an exceptionally imperative and acquiescent resource offered to 
organizations. As information systems have facilitated supplementary varied human 
activities, they have put forth a thoughtful power over civilization. These systems have 
impacted the pace of growth of day-to-day activities, expanded the scope of service offerings 
and empowered enterprises to reach out to customers across the world without the limitations 
of time and space. People require information for many reasons and in varied ways. For 
example, we probably seek information for entertainment and enlightenment by viewing 
television, watching movies, browsing the Internet, listening to the radio, and reading 
newspapers, magazines, and books. In business, however, people and organizations seek 
and use information specifically to make sound decisions and to solve problems - two closely 
related practices that form the foundation of every successful company. 

11. Office Automation Applications are as follows: 
• Word Processing: Use of a computer to perform automatically many of the tasks 

necessary to prepare typed or printed documents. 
• Electronic mail: Use of a computer network that allows users to send, store and 

retrieve messages using terminals and storage devices. 
• Voice Mail: Requires computers with an ability to store audio messages digitally 

and convert them back upon retrieval. 
• Electronic Calendaring: Use of a networked computer to store and retrieve a 

manager’s appointment calendar. Allows other managers’ calendars to be accessed 
and facilitates scheduling. 

• Video Conferencing: Use of television equipment to link geographically dispersed 
conference participants. 
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• Desktop Video Conferencing: Video and audio equipment are attached to each 
workstation in the network enabling the two-way communication of picture and way 
communication of picture and sound. 

• FAX: Uses special equipment that can read a document at one end of a 
communication channel and make a copy at the other end. 

• Imaging: Uses Optical Character Recognition (OCR) to convert data on paper to a 
digital format for storage in a secondary storage device. 

• Desktop Publishing: Uses a computer to prepare output that is very close in 
quality to that produced by a typesetter. 

12. Decision Support System: A Decision Support System (DSS) is a computer-based 
information system that supports business or organizational decision-making activities. 
DSSs serve the management, operations, and planning levels of an organization (usually 
mid and higher management) and help to make decisions, which may be rapidly changing 
and not easily specified in advance. DSS can be either fully computerized, human or a 
combination of both. 
Two types of planning languages that are commonly used in DSS are: General-purpose 
planning languages and Special-purpose planning languages. These are discussed below: 
♦ General-purpose planning languages allow users to perform many routine tasks, 

for example; retrieving various data from a database or performing statistical 
analyses. The languages in most electronic spreadsheets are good examples of 
general-purpose planning languages. These languages enable user to tackle abroad 
range of budgeting, forecasting, and other worksheet-oriented problems. 

♦ Special-purpose planning languages are more limited in what they can do, but they 
usually do certain jobs better than the general-purpose planning languages. Some 
statistical languages, such as SAS and SPSS, are examples of special purpose 
planning languages. 

13. Seven layers of Open Systems Interconnection (OSI) Model include the following: 
• Layer 7 or Application Layer: The application layer of OSI layer architecture is 

closest to the end user, which means that both the OSI application layer and the user 
interact directly with the software application. This layer interacts with software 
applications and provides user services by file transfer, file sharing, etc. Database 
concurrency and deadlock situation controls are undertaken at this layer level.  

• Layer 6 or Presentation Layer: This layer at times referred as Syntax Layer also, is 
usually a part of an operating system, that converts incoming and outgoing data from 
one presentation format to another It further controls on screen display of data, 
transforms data to a standard application interface. Encryption, data compression can 
also be undertaken at this layer level. 

• Layer 5 or Session Layer: This layer sets up, coordinates, and terminates 
conversations, exchanges, and dialogs between the applications at each end. It deals 
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with session and connection coordination. It provides for full-duplex, half-duplex, or 
simplex operation, and establishes check pointing, adjournment, termination, and 
restart procedures. The OSI model made this layer responsible for "graceful close" of 
sessions also. 

• Layer 4 or Transport Layer: This layer ensures reliable and transparent transfer of 
data between user processes, assembles and disassembles message packets, and 
provides error recovery and flow control. Multiplexing and encryption are undertaken 
at this layer level. This means that the Transport Layer can keep track of the 
segments and retransmit those that fail. 

• Layer 3 or Network Layer: The Network Layer makes a choice of the physical route 
of transmission, creates a virtual circuit for upper layers to make them independent 
of data transmission and switching, establishes, maintains, terminates connections 
between the nodes and ensure proper routing of data. 

• Layer 2 or Data Link Layer: The Data Link Layer is the protocol layer which transfers 
data between adjacent network nodes in a wide area network or between nodes on 
the same local area network segment. This layer is also a hardware layer which 
specifies channel access control method and ensures reliable transfer of data through 
the transmission medium. It provides the functional and procedural means to transfer 
data between network entities and to detect and possibly correct errors that may 
occur in the Physical Layer. 

• Layer 1 or Physical Layer: The Physical Layer is a hardware layer which specifies 
mechanical features as well as electromagnetic features of the connection between 
the devices and the transmission. It defines the relationship between a device and a 
physical medium.  

14. Some business applications based on ‘Nature of Application’ are as follows: 
♦ Accounting Applications: Accounting applications such as TALLY, SAP and Oracle 

Financials are used by business entities for day-to-day transactions of accounting and 
generating financial information such as balance sheet, profit and loss account and 
cash flow statements. These are classified as accounting applications.  

♦ Office Management Software: These applications help entities to manage their 
office requirements like word processors (MS Word), electronic spreadsheets (MS 
Excel), presentation software (PowerPoint), file sharing systems, etc. The purpose is 
to automate the day-to-day office work and administration. 

♦ Compliance Applications: Enterprises need to comply with applicable laws and 
regulations and have to adopt e-compliance for its citizens with government 
promoting e-filing of documents, e-payments taxes, e-storage of data, etc. A separate 
class of business applications are available that facilitate meeting the compliance 
requirements.  
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♦ Customer Relationship Management Software: These are specialized applications 
catering to the need of organizations largely in FMCG (Fast-Moving Consumer 
Goods) categories. These entities need to interact with their customers and respond 
to them.  

♦ Management Support Software: These are applications catering to decision-making 
needs of the management. For example, Management Information System are 
generally used by middle level managers for their decision-making needs, on the 
other hand Decision Support Systems are used by top management for their 
information requirements. 

♦ ERP Software: These applications called as Enterprise Resource Planning software, 
which are used by entities to manage resources optimally and to maximize the three 
Es i.e. Economy, Efficiency and Effectiveness of business operations.  

♦ Product Lifecycle Management Software: These business applications are used by 
enterprises that launch new products and are involved in development of new products.  

♦ Logistics Management Software: For large logistics managing companies, these are 
key business applications. These companies need to keep track of products and people 
across the globe to check whether there are any discrepancies that need action. 

♦ Legal Management Software: In India, a lot of effort is being put to digitize the legal 
system. Government of India, is keen to reduce the pendency in courts. As this 
process goes on legal profession in India shall need such systems. There are big 
legal firms in India, which are already using such business applications.  

♦ Industry Specific Applications: These are industry specific applications focused on 
a specific industry sector. For example, software designed especially for Banking 
applications, Insurance applications, Automobile dealer system, billing systems for 
malls, Cinema ticketing software, Travel industry related software, etc. 

15. Fat Client: A Fat client or Thick client is a client that performs the bulk of any data processing 
operations itself, and does not necessarily rely on the server. Unlike thin clients, thick clients 
do not rely on a central processing server because the processing is done locally on the user 
system, and the server is accessed primarily for storage purposes. For that reason, thick 
clients often are not well-suited for public environments. To maintain a thick client, IT needs 
to maintain all systems for software deployment and upgrades, rather than just maintaining 
the applications on the server. For example – Personal Computer. 
Thin Client: Thin clients use the resources of the host computer. A thin client generally 
only presents processed data provided by an application server, which performs the bulk 
of any required data processing. A thin client machine is going to communicate with a 
central processing server, meaning there is little hardware and software installed on the 
user's machine. A device using web application (such as Office Web Apps) is a thin client.  
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SECTION – B: STRATEGIC MANAGEMENT 

Correct/Incorrect with reasoning 

1. State with reasons which of the following statements are correct/incorrect: 
(a) Managers simplify complexity by focusing on limited aspects of the environment. 
(b) External environment must be scanned to identify strengths and weaknesses. 
(c) Businesses aim to create and retain customer. 
(d) In BCG matrix, question marks represent low growth, low share businesses.  
(e) Judgement about what strategies should be pursued flows from intuition. 
(f) To diversify organisations need to enter into businesses that are unrelated to the 

present business of the organisation. 
(g) Strategies need to be segregated into functional level strategies and plans. 
(h) A match between strategy and structure may create competitive advantage. 
(i) In hourglass structure, more personnel are required at middle levels for effective 

functioning.  
(j) Strategist in governmental organisations have lesser autonomy than their counterparts 

in private sector. 
(k) There are challenges in  implementing business process reengineering.  

Differences between the two concepts 
2.  Distinguish between the following: 

(a) Micro environment and Macro environment. 
(b)  Inbound logistics and Outbound logistics. 
(c)  Divestment strategy and Liquidation strategy. 
(d)   Logistic Management and Supply Chain Management. 

Short notes 
3.  Write short notes on the following: 

(a) Exchange of influence and power with environment 
(b) Merger and acquisition  
(c) Network organisation structure 
(d) Place in Marketing 
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Brief answers 
4. Briefly answer the following questions: 

(a) Briefly explain balanced scorecard as approach for measuring company 
performance by setting both financial and strategic objectives and tracking 
achievement. 

(b) “A company should focus on external perspective to define its mission”. Support this 
statement with reasons.” 

(c) ABC consultancy firm receives a project from its client organisation to advise it on 
factors it need to consider for environmental scanning. Briefly explain these factors. 

Descriptive answers 
Chapter 1-Business Environment 

5. It is possible that different organisations cooperate with one another. Discuss. 
6. Explain how technological factors present an opportunity as well as threat to a particular 

business organization. 
Chapter 2-Business Policy and Strategic Management 
7. Explain the dynamics of competitive strategy? 
8.  What tips can you offer to write a ‘right’ Mission Statements? 
Chapter 3-Strategic Analysis 

9. What are the different issues in strategic analysis? 
10. What do you understand by Trigger of Change? How is trigger related to driving force? 
Chapter 4-Strategic Planning 

11. To convert strategic plans into actions and results, a manager should be able to 
implement and execute the strategy. Discuss. 

12. The Management of a sick company manufacturing various electrical home appliances 
seeks your advice for an appropriate retrenchment strategy. What will be your advice and 
why? 

Chapter 5-Formulation of Functional Strategy 

13. ‘Determining an appropriate mix of debt and equity in a firm’s capital structure can be 
vital to successful strategy implementation’. Discuss. 

14. Explain the strategic role of Human Resources Management in the following areas: 
(a)  Facilitation of Change 
(b)  Building Core Competency 
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(c)  Development of Work Ethics and Culture  
Chapter 6-Strategic Implementation and Control 
15. How does the core competency and value chain linked together helps the company to be 

unique? 
16. ABC Ltd. plans to introduce changes in its structure, technology and people. Explain how 

Kurt Lewin’s change process can help this firm. 
Chapter 7-Reaching Strategic Edge 
17. To implement six sigma in an organisation is difficult. Explain the critical elements of six 

sigma. 
18. What is Benchmarking? Explain briefly the elements involved in Benchmarking process. 

SUGGESTED ANSWERS  

1  (a) Correct: Often managers simplify environmental complexities by focussing on those 
aspects that are historically important, or confirm to their prior views. These are not 
perverse managerial behaviours; they are the natural behaviour of everyone faced 
with complexity.  

(b) Incorrect: An organisation possess certain internal strengths and weaknesses. 
External environment needs to be scanned to identify external opportunities and 
threats. 

(c) Correct: According to Peter Drucker the aim of business is to create and retain 
customer. Customers are the people who pay money to acquire an organization's 
products. Organizations cannot survive without customers.  

(d) Incorrect: Question Marks, also known as problem children or wildcats, are low 
market share business in high-growth markets. They need heavy investments with 
low potential to generate cash. On the other hand dogs are low-growth, low-share 
businesses and products. Dogs generate enough cash to maintain themselves, but 
do not have much future. 

(e) Incorrect: Strategy formulation is not a task which managers can get by with 
intuition, opinions, good instincts, and creative thinking. Judgments about what 
strategy to pursue need to flow directly from analysis of an organisational external 
environment and internal situation. 

(f) Incorrect: Diversification endeavours can be related or unrelated to existing 
businesses of the firm. A related diversification can be vertically integrated, 
horizontally integrated or concentric. In conglomerate diversification no linkages 
with the existing businesses exist. 

(g) Correct: Functional strategies are made within the higher level strategies and 
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guidelines. Functional managers need guidance from the business strategy in order 
to take decisions. Strategies need to be segregated into viable functional plans and 
policies. Operational plans tell the functional managers what has to be done while 
policies state how the plans are to be implemented. 

(h) Correct: A competitive advantage is created when there is a proper match between 
strategy and structure. Ineffective strategy/structure matches may result in company 
rigidity and failure, given the complexity and need for rapid changes in today's 
competitive landscape. Thus, effective strategic leaders seek to develop an 
organizational structure and accompanying controls that are superior to those of 
their competitors. 

(i) Incorrect: Hourglass organization structure consists of three layers 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. 

(j) Correct: Strategists in governmental organizations operate with less strategic 
autonomy than their counterparts in private firms. Public enterprises generally 
cannot diversify into unrelated businesses or merge with other firms. Governmental 
strategists usually enjoy little freedom in altering the organizations' missions or 
redirecting objectives. There is also scare of public scrutiny. 

(k) Correct: BPR disturbs established hierarchies and functional structures. It also 
involve resistance among the work-force. Reengineering takes time and 
expenditure, at least in the short run.  Even there can be loss in revenue during the 
transition period. Setting of targets is tricky and difficult. If the targets are not 
properly set or the whole transformation not properly carried out, reengineering 
efforts may turn-out as a failure. 

2.  (a) The business environment consists of both the macro environment and the micro 
environment. Following are the differences between the two: 
1. The micro environment refers to the forces that are very close to the company 

and affect its ability to do routine functions. Macro environment refers to all 
forces that are part of the larger periphery and distantly affect organization and 
micro environment. 

2. Micro environment includes the company itself, its suppliers, marketing 
intermediaries, customer markets and competitors. Whereas macro 
environment includes demography, economy, natural forces, technology, 
politics, legal and socio-cultural. 

3. The elements of micro environment are specific to the said business and 
affects its working on short term basis. The elements of macro environment 
are general environment and affect the working of all the firms in an industry. 
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(b) Inbound logistics are the activities concerned with receiving, storing and distributing 
the inputs to the product/service. It includes all activities such as materials handling, 
stock control, transport, etc. 

 Outbound logistics relate to collection, storage and distribution of the product to 
customers. It includes all activities such as storage/warehousing of finished goods, 
order processing, scheduling deliveries, operation of delivery vehicles, etc. 

(c) Divestment Strategy: Divestment strategy involves the sale or liquidation of a 
portion of business, or a major division, profit centre or SBU. Divestment is usually 
a part of rehabilitation or restructuring plan and is adopted when a turnaround has 
been attempted but has proved to be unsuccessful. The option of a turnaround may 
even be ignored if it is obvious that divestment is the only answer. 

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

(d) Supply chain management is an extension of logistic management. However, there 
are differences between the two. Logistical activities typically include management 
of inbound and outbound goods, transportation, warehousing, handling of material, 
fulfillment of orders, inventory management and supply/demand planning. Although 
these activities also form part of supply chain management, the latter is much 
broader. Logistic management can be termed as one of its part that is related to 
planning, implementing, and controlling the movement and storage of goods, 
services and related information between the point of origin and the point of 
consumption.  

 Supply chain management is an integrating function of all the major business 
activities and business processes within and across organisations.  Supply Chain 
Management is a systems view of the linkages in the chain consisting of different 
channel partners – suppliers, intermediaries, third-party service providers and 
customers. Different elements in the chain work together in a collaborative and 
coordinated manner. Often it is used as a tool of business transformation and 
involves delivering the right product at the right time to the right place and at the 
right price.  

3. (a) Exchange of power and influence is an area in organizational-environmental 
interaction. The external environment holds considerable power over the 
organization both by virtue of its being more inclusive as also by its command over 
resources, information and other inputs. External environment offers a range of 
opportunities, incentives and rewards on the one hand and a set of constraints, 
threats and restrictions on the other. In both ways, the organization is conditioned 
and constrained. The external environment is also in a position to impose its will 
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over the organization and can force it to fall in line. Governmental control over the 
organization is one such power relationship. Other organizations, competitors, 
markets, customers, suppliers, investors, etc., also exercise considerable collective 
power and influence over the planning and decision making processes of the 
organization. 

 In turn, the organization itself is sometimes in a position to wield considerable 
power and influence over some of the elements of the external environment by 
virtue of its command over resources and information. The same elements which 
exercise power over the organization are also subject to the influence and power of 
the organization in some respects. To the extent that the organization is able to hold 
power over the environment it increases its autonomy and freedom of action.  

 (b) Mergers and acquisition in simple words are defined as a process of combining two 
or more organizations together. There is a thin line of difference between the two 
terms but the impact of combination is completely different in both the cases. Some 
organizations prefer to grow through mergers. Merger is considered to be a process 
when two or more companies come together to expand their business operations. In 
such a case the deal gets finalized on friendly terms and both the organizations 
share profits in the newly created entity. In a merger two organizations combine to 
increase their strength and financial gains along with breaking the trade barriers. 

  When one organization takes over the other organization and controls all its 
business operations, it is known as acquisition. In this process of acquisition, one 
financially strong organization overpowers the weaker one. Acquisitions often 
happen during recession in economy or during declining profit margins. The 
combined operations then run under the name of the powerful entity. A deal in case 
of an acquisition is often done in an unfriendly manner, it is more or less a forced 
association where the powerful organization either consumes the operation or a 
company in loss is forced to sell its entity. 

 (c)  In a network structure many activities are outsourced. It can be termed as a "non-
structure" on account of its virtual elimination of in-house business functions. A 
corporation organized in this manner is often called a virtual organization because it 
is composed of a series of project groups or collaborations linked by constantly 
changing non-hierarchical, cobweb-like networks.  
The network structure becomes useful when the environment of a firm is unstable 
and is expected to remain so. Under such conditions, there is usually a strong need 
for innovation and quick response. Instead of having salaried employees, the 
business may contract with people for a specific project or length of time. Long-term 
contracts with suppliers and distributors replace services that the company could 
provide for itself through vertical integration. Rather than being located in a single 
building or area, an organization's business functions are scattered worldwide.  
The network organization structure provides an organization with increased 
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flexibility and adaptability to cope with rapid technological change and shifting 
patterns of international trade and competition. It allows a company to concentrate 
on its distinctive competencies, while gathering efficiencies from other firms who are 
concentrating their efforts in their areas of expertise.  

(d) Place stands for company activities that make the product available to target 
consumers. One of the most basic marketing decision is choosing the most 
appropriate marketing channel. Strategies should be taken for the management of 
channel(s) by which ownership of product is transferred from producers to 
customers and in many cases, the system(s) by which goods are moved from where 
they are produced to where they are purchased by the final customers. Strategies 
applicable to the middleman such as wholesalers and retailers must be designed.  

 The distribution policies of a company are important determinants of the functions of 
marketing. The decision to utilize a particular marketing channel or channels sets 
the pattern of operations of sales force.  

4. (a)  The balanced scorecard approach: A combination of strategic and financial 
objectives – The balanced scorecard approach for measuring company performance 
requires setting both financial and strategic objectives and tracking their 
achievement. Unless a company is in deep financial difficulty, such that its very 
survival is threatened, company managers are well advised to put more emphasis 
on achieving strategic objectives than on achieving financial objectives whenever a 
trade-off has to be made. The surest path to sustained future profitability quarter 
after quarter and year after year is to relentlessly pursue strategic outcomes that 
strengthen a company’s business position and, ideally, give it a growing competitive 
advantage over rivals. 

(b) A business organization is a part of overall structure of society and functions within 
wide external environmental factors. It draws its resources from its external 
environment, processes them and provides output in the form of goods and 
services. Therefore, it is correct to say that a business enterprise should focus on 
external perspective to define its mission although enterprise’s internal situation 
cannot be delinked while doing so. Bringing an external perspective justifies the 
very existence of company. The mission statement is a message designed to be 
inclusive of the expectations of all stakeholders for the performance of an enterprise 
/ company over the long run.  

(c) Organizational environment consists of both external and internal factors. 
Environment must be scanned so as to determine development and forecasts of 
factors that will influence organizational success. The factors that need to be 
considered are explained below: 
• Events: Events are important and specific happenings in the internal or external 

organisational environment which can be observed and tracked. 
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• Trends: Trends are grouping of similar or related events that tend to move in a 
given direction, increasing or decreasing in strength of frequency of observation.  

• Issues are the current concerns that arise in response to events and trends. 
Identifying an emerging issue is more difficult.  

• Expectations are the demands made by interested groups in the light of their 
concern for issues. 

5. Businesses cooperate with one other for their mutual benefit. In the process of 
cooperation, the members look at their own business objectives and identify areas of 
cooperation for mutual interest.  Cooperation is often achieved through cartelisation, 
kieretsus and in family based organisations. 
(i) Cartelisation: Many a times, some companies form group or cartel to make market 

suitable to them. In cartelisation interest of their members is paramount. These 
group create monopoly kind situation. Cartelisation is not taken in healthy sense. 
We all know about famous cartel in Middle East market as OPEC, which try to 
create the price and supply chain scenario of oil to protect their interest. 

(ii) Kieretsus: Kieretsus is a loosely-coupled group of companies, usually in related 
industries. It is a Japanese term which is used for large cooperative networks of 
businesses. Kieretsus members are peers and may own significant amounts of each 
other's stock and have many board members in common. 

 The primary purpose of a kieretsu is not to share information or agree industry 
standards, but to share purchasing, distribution or any other functions. In kieretsu 
members remain independent companies. The only strategy they have in common 
is to prefer to do business with other kieretsu members, both when buying and 
selling. The formation of kieretsu allows a manufacturer to establish, stable, long 
term partnerships.  

(iii) Family owned co-operation: Many a time ownership groups are engaged in the 
management of their enterprise in a direct manner. Commonly, the ownership group 
is nothing but a family and its kith and kin. In India, a very large number of business 
enterprises, big, medium and small, are family-managed enterprises. These include 
large business houses such as Tata, Birla, Godrej, Reliance, Modi, Escorts and so 
on. Major decisions and sometimes even minor decisions are made by members of 
the family who manage the enterprise. It is possible that cooperation happens 
automatically in families.  At the same time, conflicts can distort their behaviour.  

6.  Technology is the most dynamic of all the environmental factors. Changes in technology 
vitally affect the enterprise’s costs, profitability, plant location decisions, product lines, 
growth and development. The technology and business are highly interrelated and 
interdependent also. Technology is patronized by business. Technology also drives 
business and makes a total change on how it is carried out.  
Technology can act as both opportunity and threat to a business. It can act as 
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opportunity as business can take advantage of adopting technological innovations to 
their strategic advantage. However, at the same time technology can act as threat if 
organisations are not able to adopt it to their advantage. For example, an innovative and 
modern production system can act as weakness if the business is not able to change 
their production system. New entrants or existing competitors can always use availability 
of technological improvements in products or production methods that can be a threat to 
a business.  
Technological opportunities and threats are not limited to the product or production. 
Technology permeates whole gambit of business. It can transform how a business acts 
and functions.  

7. Strategic thinking involves orientation of the firm’s internal environment with the changes 
of the external environment. The competitive strategy evolves out of consideration of 
several factors that are external to the firm as shown in the figure - Context in which 
competitive strategy is formulated. 

 

Figure: Context in which competitive strategy is formulated 

The economic and technical components of the external environment are considered as 
major factors leading to new opportunities for the organization and closing threats. 
Similarly, the broader expectation of the society in which the organization operates is 
again an important factor to determine the competitive strategy. The strengths and 
weaknesses of organizations are the internal factors, which determine the corporate 
strategy. It is to be analysed and found out in which functional area such as marketing, R 
& D, operations, etc. the organization has superiority over the competitors. Strengths are 
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to be considered in the context of the opportunities arising in the external environment. 
The personal values of the key implementers also play major roles in formulating the 
competitive strategy. 

8. Mission statements broadly describe an organizations present capabilities, customer 
focus, activities, and business makeup. Following points are useful while writing mission 
of a company:  
• Good mission statements are highly personalized – unique to the organization for 

which they are developed. 
• One of the roles of a mission statement is to give the organization its own special 

identity, business emphasis and path for development. 
• A company’s business is defined by what needs it is trying to satisfy, customer 

groups it is targeting, technologies and competencies it uses and the activities it 
performs. 

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

• The mission should not be to make profit.  
9. The following are the different issues which must be considered in strategic analysis: 

(i)  Time line: There are different forces that drive and constrain strategy and that must 
be balanced in any strategic decision. An important aspect of strategic analysis is to 
consider the possible implications of routine decisions. Strategy of a business, at a 
point of time, is result of a series of small decisions taken over an extended period. 
A manager who tries to increase the growth momentum of an organization is 
materially changing strategy. 

(ii)  Balancing: The process of strategy formulation is often described as one of the 
matching the internal potential of the organization with the environmental 
opportunities. As perfect match between the two may not be feasible, strategic 
analysis involves a workable balance between diverse and conflicting 
considerations. A manager working on a strategic decision has to balance 
opportunities, influences and constraints. There are pressures that are driving 
towards a choice such as entering a new market. Simultaneously there are 
constraints that limit the choice such as existence of a big competitor. 

(iii)  Risk: The complexity and intermingling of variables in the environment reduces the 
strategic balance in the organization. Competitive markets, liberalization, 
globalization, booms, recessions, technological advancements, inter-country 
relationships all affect businesses and pose risk at varying degree. An important 
aspect of strategic analysis is to identify potential imbalances or risks and assess 
their consequences. A broad classification of the strategic risk that requires 
consideration in strategic analysis is given below: 
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External risk is on account of inconsistencies between strategies and the forces in the 
environment. Internal risk occurs on account of forces that are either within the 
organization or are directly interacting with the organization on a routine basis.  

10. Triggers of change: Triggers are fundamental character to make movements. The 
intensity of competition is determined by the triggers. Triggers hits the driving force and 
driving force creates impact on competition. This analysis has two steps: 
• Identify most common driving forces causing the competition. 
• Find how much it is creating impact on competition. 
There is popular concept of life cycle of the product. The life cycle change is applicable 
to the whole industries. But we know that there are other factors also which provide 
stimulant for changes.  

The trigger hits the driving force. Industry and competition changes because of force and 
motion in business. The most dominant force or reason for change is called driving force. 
This driving forces have biggest influences on kind of competition that will take place in 
industry. Most powerful driving force is good enough to make quality upgradation. Some 
of the categories of drivers are to take the industry on the top in the quality, awareness, 
stability etc. Many events can affect an industry powerfully enough to qualify as driving 
force. Some of them can be industry specific and some of them can be general. Some of 
the categories of drivers are the following:  
• The internet and the new e-commerce opportunities and threats it breeds in the industry. 
• Increasing globalization. 
• Changes in the long-term industry growth rate. 
• Product innovation. 
• Marketing innovation. 
• Entry or exit of major forms. 
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• Diffusion of technical know-how across more companies and more countries. 
• Changes in cost and efficiency. 

11. Managing strategy implementation and execution is an operations-oriented, activity 
aimed at shaping the performance of core business activities in a strategy-supportive 
manner. It is easily the most demanding and time-consuming part of the strategy-
management process. To convert strategic plans into actions and results, a manager 
must be able to direct organizational change, motivate people, build and strengthen 
company competencies and competitive capabilities, create a strategy-supportive work 
climate, and meet or beat performance targets. 
In most situations, managing the strategy-execution process includes the following 
principal aspects: 
• Staffing the organization with the needed skills and expertise, consciously building and 

strengthening strategy-supportive competencies and competitive capabilities, and 
organizing the work effort. 

• Developing budgets that steer ample resources into those activities critical to strategic 
success. 

• Ensuring that policies and operating procedures facilitate rather than impede effective 
execution. 

• Using the best-known practices to perform core business activities and pushing for 
continuous improvement.  

• Installing information and operating systems that enable company personnel to better 
carry out their strategic roles day in and day out. 

• Motivating people to pursue the target objectives energetically.  
• Tying rewards and incentives directly to the achievement of performance objectives and 

good strategy execution. 
• Creating a company culture and work climate conducive to successful strategy 

implementation and execution. 
• Exerting the internal leadership needed to drive implementation forward and keep 

improving strategy execution. When the organization encounters stumbling blocks or 
weaknesses, management has to see that they are addressed and rectified quickly. 

Good strategy execution involves creating strong "fits" between strategy and 
organizational capabilities, between strategy and the reward structure, between strategy 
and internal operating systems, and between strategy and the organization's work 
climate and culture.  

12. A sick company has huge accumulated losses that have eroded its net worth. The 
electric home appliance company may analyse its various products to take decisions on 
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their individual viability.   
Retrenchment becomes necessary for coping with hostile and adverse situations in the 
environment and when any other strategy is likely to be suicidal. The nature, extent and 
timing of retrenchment are matters to be carefully decided by management, depending 
upon each contingency.  
Retrenchment strategy is adopted because: 
• The management no longer wishes to remain in business either partly or wholly due to 

continuous losses and unviability. 
• The environment faced is threatening. 
• Stability can be ensured by reallocation of resources from unprofitable to profitable 

businesses. 
Retrenchment grand strategy is followed when an organization substantially reduces the 
scope of its activity. This is done through an attempt to find out the problem areas and 
diagnose the causes of the problems. Next, steps are taken to solve the problems. These 
steps result in different kinds of retrenchment strategies.  
Turnaround strategy: If the organization chooses to transform itself into a leaner 
structure and focuses on ways and means to reverse the process of decline, it adopts a 
turnaround strategy. It may try to reduce costs, eliminate unprofitable outputs, generate 
revenue, improve coordination, better control, and so on. It may also involve changes in 
top management and reorienting leadership.  
Divestment Strategy: Divestment strategy involves the sale or liquidation of a portion of 
business, or a major division, profit centre or SBU. Divestment is usually a part of 
rehabilitation or restructuring plan and is adopted when a turnaround has been attempted 
but has proved to be unsuccessful. 
Liquidation Strategy: In the retrenchment strategy, the most extreme and unattractive is 
liquidation strategy. It involves closing down a firm and selling its assets.  
It is considered as the last resort because it leads to serious consequences such as loss 
of employment for workers and other employees, termination of opportunities where a 
firm could pursue any future activities, and the stigma of failure. Liquidation strategy may 
be unpleasant as a strategic alternative but when a "dead business is worth more than 
alive", it is a good proposition. 
The management of a Sick company manufacturing various electrical home appliances 
be explained about the each of the above three options of retrenchment strategy with 
their pros and cons. But the appropriate advice with respect to a particular option of 
retrenchment strategy will depend on the specific circumstances of each electrical home 
appliances and management goals of the company.  
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13.  Successful strategy implementation often require additional capital. Besides net profit 
from operations and the sale of assets, two basic sources of capital for an organization 
are debt and equity. Being a financial manager to determine an appropriate mix of debt 
and equity in a firm's capital structure can be vital to successful strategy implementation. 
Fixed debt obligations generally must be met, regardless of circumstances. This does not 
mean that stock issuances are always better than debt for raising capital. If ordinary 
stock is issued to finance strategy implementation; ownership and control of the 
enterprise are diluted. This can be a serious concern in today's business environment of 
hostile takeovers, mergers, and acquisitions. 

 The major factors regarding which strategies have to be made by a financial manager 
are: capital structure; procurement of capital and working capital borrowings; reserves 
and surplus as sources of funds; and relationship with lenders, banks and financial 
institutions. Strategies related to the sources of funds are important since they determine 
how financial resources will be made available for the implementation of strategies. 
Organizations have a range of alternatives regarding the sources of funds. While one 
company may rely on external borrowings, another may follow a policy of internal 
financing. 

14.  (a) Facilitation of change: The Human resource will be more concerned with 
substance rather than form, accomplishments rather than activities, and practice 
rather than theory. The personnel function will be responsible for furthering the 
organization not just maintaining it. Human resource management will have to 
devote more time to promote changes than to maintain the status quo. 

(b)  Building core competency: The human resource manager has a great role to play 
in developing core competency by the firm. A core competence is a unique strength 
of an organization which may not be shared by others. If the business is organized 
on the basis of core competency, it is likely to generate competitive advantage. 
Because of this reason, many organizations have restructured their businesses by 
divesting those businesses which do not match core competence.  

(c)  Development of works ethics and culture: As changing work ethic requires 
increasing emphasis on individuals, jobs will have to be redesigned to provide 
challenge. Flexible starting and quitting times for employees may be necessary. 
Focus will shift from extrinsic to intrinsic motivation. 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. Far reaching changes with the help 
of technical knowledge will be required for this purpose. 

15. Core competences in separate activities may provide competitive advantage for an 
organization, but nevertheless over time may be imitated by competitors. Core 
competences are likely to be more robust and difficult to imitate if they relate to the 
management of linkages within the organization's value chain and linkages into the 
supply and distribution chains. It is the management of these linkages which provides 
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'leverage' and levels of performance which are difficult to match.  
The management of internal linkages in the value chain could create competitive 
advantage in a number of ways: 
• There may be important linkages between the primary activities. For example, a 

decision to hold high levels of finished stock might ease production scheduling 
problems and provide for a faster response time to the customer. However, it will 
probably add to the overall cost of operations. An assessment needs to be made of 
whether the value added to the customer by this faster response through holding 
stocks is greater than the added cost. 

• It is easy to miss this issue of managing linkages between primary activities in an 
analysis if, for example, the organization's competences in marketing activities and 
operations are assessed separately.  

• The management of the linkages between a primary activity and a support activity 
may be the basis of a core competence. It may be key investments in systems or 
infrastructure which provides the basis on which the company outperforms 
competition. Computer-based systems have been exploited in many different types 
of service organization and have fundamentally transformed the customer 
experience.  

• Linkages between different support activities may also be the basis of core 
competences.  

In addition to the management of internal linkage, competitive advantage may also be 
gained by the ability to complement/co-ordinate the organization's own activities with 
those of suppliers, channels or customers. Again, this could occur in a number of 
different ways: 
• Vertical integration attempts to improve performance through ownership of more 

parts of the value system, making more linkages internal to the organization. 
However, the practical difficulties and costs of co-ordinating a wider range of 
internal activities can outweigh the theoretical benefits. 

• Within manufacturing industry, the competence in closely specifying requirements 
and controlling the performance of suppliers (sometimes linked to quality checking 
and/or penalties for poor performance) can be critical to both quality enhancement 
and cost reduction. 

• A more recent philosophy has been total quality management, which seeks to 
improve performance through closer working relationships between the specialists 
within the value system. For example, many manufacturers will now involve their 
suppliers and distributors at the design stage of a product or project. 

• The merchandising activities which manufacturers undertake with their distributors 
are now much improved and are an important 
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16. The changes in the environmental forces often require businesses to make modifications 
in their existing strategies and bring out new strategies. Strategic change is a complex 
process and it involves a corporate strategy focused on new markets, products, services 
and new ways of doing business. 
To make the change lasting, Kurt Lewin proposed three phases of the change process 
for moving the organization from the present to the future. These stages are unfreezing, 
changing and refreezing. 
(a) Unfreezing the situation: The process of unfreezing simply makes the individuals 

or organizations aware of the necessity for change and prepares them for such a 
change. Lewin proposes that the changes should not come as a surprise to the 
members of the organization. Sudden and unannounced change would be socially 
destructive and morale lowering. The management must pave the way for the 
change by first “unfreezing the situation”, so that members would be willing and 
ready to accept the change. 

 Unfreezing is the process of breaking down the old attitudes and behaviours, 
customs and traditions so that they start with a clean slate. This can be achieved by 
making announcements, holding meetings and promoting the ideas throughout the 
organization.  

(b) Changing to New situation: Once the unfreezing process has been completed and 
the members of the organization recognise the need for change and have been fully 
prepared to accept such change, their behaviour patterns need to be redefined. 
H.C.Kellman has proposed three methods for reassigning new patterns of 
behaviour. These are compliance, identification and internalisation.  
• Compliance: It is achieved by strictly enforcing the reward and punishment 

strategy for good or bad behaviour. Fear of punishment, actual punishment or 
actual reward seems to change behaviour for the better. 

• Identification: Identification occurs when members are psychologically 
impressed upon to identify themselves with some given role models whose 
behaviour they would like to adopt and try to become like them. 

• Internalization: Internalization involves some internal changing of the 
individual’s thought processes in order to adjust to a new environment. They 
have given freedom to learn and adopt new behaviour in order to succeed in 
the new set of circumstances. 

(c) Refreezing: Refreezing occurs when the new behaviour becomes a normal way of 
life. The new behaviour must replace the former behaviour completely for 
successful and permanent change to take place. In order for the new behaviour to 
become permanent, it must be continuously reinforced so that this newly acquired 
behaviour does not diminish or extinguish. 

 Change process is not a one time application but a continuous process due to 
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dynamism and ever changing environment. The process of unfreezing, changing 
and refreezing is a cyclical one and remains continuously in action. 

17. The critical elements of six sigma can be put into six themes as follows:  
• Theme one − genuine focus on the customer: Companies launching six sigma often 

to find that how little they really understand about their customers. In six sigma, 
customer focus becomes the top priority. For example, the measures of six sigma 
performance begin with the customer. Six sigma improvements are defined by their 
impact on customer satisfaction and value. 

• Theme two − data and fact-driven management: Six sigma takes the concept 'of 
"management by fact" to a new, more powerful level. Despite the attention paid in 
recent years to improved information systems, knowledge management, and so on, 
many business decisions are still being based on opinions, assumptions and gut 
feeling. Six sigma disciplines begins by clarifying what measures are key to gauging 
business performance and then gathers data and analyzes key variables. Problems 
are effectively defined, analyzed, and resolved. Six sigma also helps managers to 
answer two essential questions to support data-driven decisions and solutions. 
 What data/information is really required? 
 How to use the data/information for maximum benefit? 

• Theme three − processes are where the action is: Designing products and 
services, measuring performance, improving efficiency and customer satisfaction 
and so on. Six sigma positions the process as the key vehicle of success. One of 
the most remarkable breakthroughs in Six Sigma efforts to date has been 
convincing leaders and managers. Process may relate to build competitive 
advantage in delivering value to customers. 
Theme four − proactive management: In simple terms, being proactive means 
acting in advance of events rather than reacting to them. In the real world, though, 
proactive management means making habits out of what are, too often, neglected 
business practices: defining ambitious goals and reviewing them frequently, setting 
clear priorities, focusing on problem prevention rather than fire-fighting, and 
questioning why we do things instead of blindly defending them. 

• Theme five – boundaryless collaboration: "Boundarylessness" is one of Jack 
Welch's mantras for business success. Years before launching six sigma, GE's 
chairman was working to break barriers and to improve teamwork up, down, and 
across organizational lines. The opportunities available through improved 
collaboration within companies and with vendors and customers are huge. Billions 
of dollars are lost every day because of disconnects and outright competition 
between groups that should be working for a common cause: providing value to 
customers. 
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• Theme six − drive for perfection; tolerate failure: Organizations need to make 
efforts to achieve perfection and yet at the same time tolerate failure. In essence, 
though, the two ideas are complementary. No company will get even close to six 
sigma without launching new ideas and approaches-which always involve some 
risk. Six sigma cannot be implemented by individuals who are overly cautious and 
are scared of making mistakes. 

18.  Benchmarking is an approach of setting goals and measuring productivity of firms based 
on best industry practices or against the products, services 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 learning 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) Identifying 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. 

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

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

(iv) 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-à-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. 
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