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international operations from the present 12 per
cent to 20 per cent. -

The business model of Dabur Is based on
pushing through high growth parameters, in the
range of 10 to 15 per cant ennually, in the core

domestic FMCG businesses in the consumer ¢are .

division and even higher growth rates of 25 1o 30
per cent annually from businesses outside con-
sumer care,

The strategies adopted are a combination of
internal growth and exteral growth through ac-
quisition that it terms as organic and inorganic

biir has performed well except in
d to deal with tough competition
mpetitive consumer goods in
hat the company has perhaps
ant new product cat-

Generally, Da
cases where itha
in the intensely ¢0
india, Analysts say thai
bean eyeing too many diverg

agories over the years. .
Dabur's strategy for the next few years seems

to be: growth through domestic and international
acquisHions, (aunching new products and pen-

elrating deeper Into rural Indian markels,
In the near future, Dabur will have to decide

'whether it wishes to be a pure herbal brand or a

leading FMCG playef, neither of which it can claim

growth respectively. {o be with conviction today.

ms and aspirations that they desire to attain. There are
s Dabur express their aspirations for the future. Strate-
As you will soon read, there is an elaborate
hat they wish to achieve.

Like individuals, organisations too have their drea
so many different ways in which organisations such a
gic intent is the term we choose here to express those aspirations.
hierarchy of strategic intent, having many levels at which organisations state W

2.1 STRATEGIC INTENT _- X g ~et g

[By strategic intent we r e urposes c*organisa{-ionsufivesvforlThese may be expressed in terms of
a higrarchy of strategic intent. Broadly stated, these could be in the form of a vision and mission statement for
the organisation as a corporate whole, At the business level of firms, these could be expressed as the business
definition and business model. When stated in precise terms, as an expression of aims to be achieved opera-
tionally, these may be the goals and objectives.]Here we take the position that strategic intent lays down the”
framework within which firms would operate; adopt a predetermined direction and attempt to achieve their
fgoal. But the term *strategic intent” has a definite meaning in strategic management, Let’s first see the mean-
ing and some associated concepts before we leam about the different constituents of the hierarchy of strategic

-7

intent.

Understanding Strategic Intent

}'iamel and Prahalad coined the term “strategic intent’ which they believe is an obsession with an organisa-
ion; an obs;ssafm 0f having ambitions that may even be out of proportion to their resources and ca at%iliti

This obsession is to win at all levels of the organisation, while sustaining that obsession in the uestg [ l:si
leadership. They explain the term ‘strategic intent’ like this: *On the one hand, strategic i tq t vistons
desired leadership po§ilion and establishes the criterion the organisation will u;e to chgart zrtl et i
the.samc time, strategic intent is more than simply unfettered ambition..... The concept also : o
active management process that includes: focusing the organisation’s attention on tge ot
motivating ]choplc by comm unicating the value of the target, leaving room for individ Tssence of v,
tions, sustaining enthusfasm by providing new operational definitions as circ - i conlnl.)u-
intent consistently to guide resource allocations’ 2 ) mstances change and using

Hamel and Prahalad quote several examples of global firms, almost all of Ameri

to support their View. In fact, the concept of strategic intent—as evident ﬁof:n'::;lcqn R O,
published in 1989 in the Harvard Business RFvieHeems to have been pmposede:,;
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ead taken by the Japanese firmg over th

T . eir Ameri ..
wider implications and carries g ot of meaning f, ¢an and European counterparts, Yet, strategic intent has

view 88 business groups and companies, Whic}? hor the strategic management of firms. There is merit in their
context tQ0 ave aspired for global teadership, can be found in the Indian
Business Today, in 21998, gy

Ly ey s - .
group, Lalbhai group, Essar group of Ruié'q%f:m‘ly"bus'""-ss. houses, ranked highly the B.X ~ K _M.Birla
ore it split into the Mukesh and Ay 6:04P.9f Munjals, Ranbaxy and Reliance group of Ambanis

: nd Ani Ap e ,
were considered to be glob ally competitve, ;}?ﬁ;lﬁ;(:l;?ﬂ on the criterion of sirategic intent. These groups$

the Reliance group is credited with having a Strategic int pl:a yg,s' ‘For b sueeyih la‘lem;{i Am.bi.mi of
peing the lowest-cost producer of polyester prod enlolbeing a global leader in his field of activity by
vertical integration and operational effectiven " Iil'cwfa o ichicved by a relentless pursuit of scale
considered as a visionary industry leader wh:SS- Lkewwe, ARl g Ranbaspproupls
research-based pharmaceutical e worked hard towards the creation of a globally competitive,
tis not as if onl ami .

‘cli;:ent The :&;:;?“;;ly business groups headed by entreprencurs exhibit a high propensity for strate-

idia‘s st;ategitl:)imen‘t ; “?t Y;)managei and multinational subsidiary sectors too have their heroes. Xerox
$ 10 become the leader in the d : : o

customer work processes, positively im ocument market in India by helping improve the

pacting productivity and costs while digitally em i

. Impac powering them to
transform their work. In other words “helping people find better ways to do great work ™"

| Ovt?ral!, %t_rategic Intent points to what a firm should set out to achieve. The understanding of strategic
intent is aided by three important concepts that we see next.

Concepls of Stretch, Leverage and Fit Coee Y

Subsequent to the ?dea of: strategic intent, Hamel and Prahalad added the dual concepts of *stretch’ and
‘leverage’. Stretch is ‘a misfit between resources and aspirations’  Leverage refers to concentrating, accu-

mulating, complementing, conserving and recovering resources in such a manner that the meagre resource
base is stretched to meet the aspirations that an organisation dares to have. The idea of stretch is diametrically
opposite to the idea of ‘fit’ that means positioning the firm by matching its organisational resources to its
environment. =

The strategic fit is central to the strategy school of positioning (see chapter 1 for an explanation of the
different schools of thought on strategy) where techniques such as the SWOT analysis are used to assess
organisational capabilities and environmental opportunities. Strategy then becomes a compromise between
what the environment has got to offer in terms of opportunities and the counter offer that the organisation
makes in the form of its capabilities. The ideas of stretch and leverage belong appropriately to the learning
school of strategy where the capabilities are not seen as constraints to achieving and the environment is
perceived not as something which is considered as given but as something which can be created and moulded.
You would appreciate that the idea of strategic intent could work in both the cases, though it might be
perceptively different in terms of the levels at which the aspirations are set. Upder fit, the strategic int_cr_ll
would seem to be more realistic; under stretch and leverage it could be idealistic. Yet, in both thé cases, it is
essentially a desired aim to be achieved. -

Exhibit 2.1 presents information related to Tata Steel’s strategic intent. Note how the company llays down
different elements of its strategic intent in terms of its vision, mission and strategic goals, leading to the
strategies the organisation plans to adopt. . ‘ e

Reiterating the position that we took in the beginning of this chapter, we cogmtder strategic intent 1n a
broader sense, s a hierarchy of intentions ranging from a broad vision, lhrough mission and business defini-
tion, down to specific objectives and goals. Vision is at the top level of the hierarchy of strategic intent and
that is what we try to understand in the next section,

' n ner
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es b‘ilh national building. Ore of Ingig',
|1s Asia’s first and India's ‘argest privatg
<tool In the world. Is stralegic intent

Exhibit 2.1 The Strategic Intent of Tala Steel

rtuniti
The Tala Group Is known for its ethos of afigning buslf;e;;:ﬂg‘l’a o6
most reputed companies from the Tala Group, setupin l ! i
sector steel company. Tala Stool is mong the lowest €08 p

* expressed In tarms of a hierarch! of vision, miss

Vision 2007

* To seize the opporiunities of tomommow
positive company
To continue to improve the qualily of life
Revilalisa the core business for @ sustainable future
Venture into new businesses that will own a share of our future
Uphold the spirit and values of Tatas towards nation pullding.

jon, airategic

d croate 8 fulure that will make It &n economic value addeq
an _

of our employess and the communities we serve

Mission statement
Consistent with the vision and valuas of the founder Ja
industriai base through the effectiva ulilisation of staff and
high technology and productivity, consistent with moder mand
Tala Steel recognises that whila honesty and Integrity are ti:lei;assen
enterpri i ides the main spark for ecanomic aclivity.
grz‘rsa:‘. ':fhfzbnm;o ::;i: :o scale thga heights of excellence i_n all that it c!oes inan almqsphere free from

fear and thereby reaffirms its faith in democratic values,

Tata, Tata Steel strives lo strengthen India's

msetli : ’ _
materlals, The means envisaged to achieve this are

gement practices.
tial Ingredients of & strong and stable

Strategic Goais '
» Mova from commoditiestobrands * . ;. L, -

EVA positive core business ; i

» Continue to be lowest cost producer of steel . _

» Value crealing partnerships with customers ar}d suppliers

»

L

Enthused and happy employees LT e & )
Sustainablegrowth .. -
Strategy gy oy W :
s Manageknowledge . . ey g @ . . o
Outsource strategically . ... - . .. R cL g
Encourage innovation and allow the freedom tofail | . B G | "
Excel at TBEM: The Tata Business Excellence Model S R
Unleash people’s potential and create leaders who will build the future” ... 4« ”
Invest in attractive new businesses ) e Xy
Ensure safety and environmental sustainability . . e T,
Divest, merge and acquire o ' S S
Source: Adapted from informalion on website of Tata Steel at h!tp://www.fafasteei.com/company/
vision2007.asp, Retrieved December 31, 2006,

. b R . |

2.2 VISION i
Aspirations, exp rissedassimlezc ir.ﬂen't. should lead to tangible results, otherwise they would just be castles
in the air. Those results are ke rca.llsatlon of the vision of an organisation or an individual, It is what ulti-
mately the firm or a person would like to become. For instance, some of you, say in 10 years or may be even

carlier, would like to become gencral managers managing an SBU in large, diversificd multinational corpo-

ration. Or some others among Yo would like to belicve that you can be an entrepreneur owning your own

Scanned by Scanner Go
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compa‘:yﬁiz??;:ﬁ :; ':}.LITI:'"‘"W‘:CS' employing cutting-edge technology g serve a global clientele, in 10-15
years. § Itke that too. Vision, therefore, articulates th¢position)ihat a firm would like to atiunin

distant future. Sce f Ty pe gy et B FIOS T AL A M |
the disti n {rom this perspective, the vision encapsulates the basic strategic intent,

b

T .= — —
. E S e
w SR S

The Nature of Vision

Vision ls_drcamt of ore ‘_1“"1 it is articulated. This is the reason why it is difficult to say what vision an
organisation has unlcs:s‘tt s stated explicitly, Sometimes, it is not even evident to the entreprencur who
usually thinks of the vision. By nature, it could be hazy and vague, just like the dream that one experienced
the previous night and 1snotable to reeall perfectly in broad daylight. Yet it is a powerful motivator to action.
Qﬂcn, it is ﬁ'on‘I ﬂ‘lC.aCllOI'lS that the vision could be derived, Henry Ford wished to democratise the automo-
bile when he visualised-thatau affordable-vehicls must be availublc for the masses. Walt Disney probably .
wanted to make people happy. Jamshetji Tata dreamt ofa self-reliant India i‘frs-igéfming. Narayana Murthy
walts 1o demonstrate that running a business is legally and ethically possible in India through entrepreneur-
ship. All t!lesc visionaries had a vision that might have gradually become clear as they took actions to mate-
rialise their dreams. Exhibit 2.2 tells us what a vision should be and what it shouldn’t be.

' Exhibitl 2.2 What a vision should and shouldn't be

" A vision should be:
v An organisational charter of core values and principlés
v" The ultimate source of our priorities, plans and goals
¥ A puller (not pusher) into the future
¥ A determination and publication of what makes us unigue
¥ A declaration of independence

A vision shouldn’t be:
x A ‘high concept' statement, motto or literature or an adve

x A strategy or plan and a view from the top ;
x A history of our proud past "
x A ‘soft' business issue
x Passionless . , _
Source: Adapted from Lucas, J. F‘\".',"Anatomy of a vision statement’, Management Review Feb 1898, 87(2), pp.

22-26. .

rtising slogan

Defining Vision . )
Vision has been defined in several different ways{i_(gtter (1990) defines it as a “description of something (an
- organisation, a corporate culture, a business, a technology, an activity) in the future”. EI-Namaki (1992)
considers it as a ‘mental perception of the kind of environment an individual, or an organisation, aspires to
create within a broad time horizon and the underlying conditions for the actualisation of this perception”.’
Miller and Dess (1996) view it simply as the ‘category of intentions that are broad, all-inclusive and forward
thinking’.® The common strand of thought evident in these definitions and several others available in strate-
gic management literature, relates to vision being future aspirations that lead to an inspiration to be the best

in one’s field of activity. : .
The Bcneﬁ\ls/té Having a Visjon/ i , & ! _ ;
Parikh and Neubauer (1993) point out the several benefits accruing to an organisation having a vision.? Here

is what they say: ,
® Good visions are inspiring and exhilarating. e
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; . o that the company knows ;L
Visions represent a discontinuity, 8 step function and a Jump ahead s pany what jt jg

to be. . ; d sense of purpose. @ '
£ _ . . ntlt and a Shal'e 5
e Good visions help in the creation oracomf‘;“:;i‘:se. T};wey make sense in the marzeéo,lace as they are

e Good visions are competitive, original an

practical. ) . @
e Good visions foster risk taking and experimentation. _ _
¢ Good visions foster long-term thinking! — and can be used to the benefit of people,

¢ Good visions represent integrity: they

Next, we learn about envisioning: the process of creating a viston.

he Process of Envisioning 2 .

e process of chvisioning is Wmﬂmﬂwwug%) dha\;'e to say 3b01:lt
#.'® According to them, a welf-conceived vision consists of two major components: core ideology and envi.
sioned future. The core ideology defines the enduring character of an organisation that remains unchangeable
as it passes through the vicissitudes of vectors such as technology, competition or njlanagement fads. The core
ideology rests on the core values (the essential and enduring tenets of an organisation) and core purposes (an
organisation’s reason for being). The envisioned future too consists of two components: a 10-30 years auda-
cious goal and vivid description of what it will be like to achieve that goal. The process of envisioning is
shown in Exhibit 2.3. Many organisations mention terms such as corporate philosophy, corporate values and

- the like, that are used to convey what they stand for and what principles guide them in__ strategic and day-to-
day decision-making. These terms are all part of an effort to state what the organisation’s vision is.

Coow
.3

Exhibit 2.3 The process of envisioning
. Well-conceived vision N . j

N

Core ideology Envisioned future

- BT e
. . R e F

Core values _ Long-term audacious goal
Core purpose Vivid description of achievement

Based onideas in J. Parikh & F. Neubauer, ‘Corporate Vision;n

" internatio i of Stratasi
Vel, 4. Ed: D. E; Hussey. West Sussax, Enaland: Jofin Wiy g nal Review of Strategic Management,

& Sons, 1993, pp. 109-111.

From vision, we now move on to the second level of strategic intent, that is the ewion B

2.3 MISSION

While the essence of vision is a forward-looking view of wh
what an organisation is and why it exists.

Several years ago, Peter F. Drucker raised important
our business? what will it be? and \-\:’hat it should be 2! These three quest;
reality, the most fundamental questions th:’ll any organisation can pt?t tOS iltontsfthough s
analysis of the underlying necd of the socicty that any organisation Strivbsc : Th.c an
need is, then, the business of the organisation, ot ‘S“O fulfil,

at an organisation wishes to become, mission is
hilosophi : '

Phtlesophical questions related to business: what is

imply worded, are, in

swers are based on an

The satisfaction of that
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Understanding Mission

Organisations relate their exisience to satisfyin
.missmn&dissnon is & statement which

g parti®lar need of the society. They do this in terms of their
parttcular needs of the socicty, for in

defines the role tha an organisation plays in the society. It refers to the

-~ H1e s stance, its information needs. |A book publisher and a magazine editor
are both engaged in satisfying the Information necds of the socictyrbut they do it through different means, A

hook publtslferl may aim at producing excellent reading material while a ma
news analysis in a balanced and unbiased manngr, Both have different objec(;

Defining Mission

A mission was earlier considered as the

ission h diialbi e Scope, of the business activitics a firm pursues. The definition of
mlésmn as gradually expanded 1o represent a concept that embodies the purpose of existence of an organi-
sation,

T}}ofnPson .( 1997) defines mission as the ‘essential purpose of the organisation, concerning particularly
why it is in existence, the nature of the business(es) it is in and the custom

ers it seeks to serve and satisfy’.'?
Hunger and Wheelen 51999) say that mission is the PLITOSE or reasoRor the organisation’s exi ;13
-2l - P POSE OF ! lganisation s exjstence’.
At present, there is hot much difference of opini

sen tmuch differcr of mission. Yet; one finds instances
of organisations confusing mission with visi

| . IS10n or objectives. In Strategic management literature, mission
occupies a definite place as a part of strate gic intent. ' :

i
How are Mission Statements Formulated and Communicated?

Most organisations derive their mission Statements from a particyla they are called upon to
perform in the light of their individual, national or global priorities, Several public sector organisa'tions, set

up in India during the fifties and sixties, owe their existence to the vision of Jawaharlal Nehru, the first prime
minister, who enunciated and tirelessly worked for the national aim of building a strong and self-refiant India
by laying the foundations of many of our basic infrastructural industries, Mission statements, whether de-
rived from set priorities or not, could be formulated either formally or informal ly. i

Usually, entrepreneurs lay down the corporate philosophy which the organisation follows in its strategic
and operational activities. Such a philosophy may not be consciously and formally stated but may gradually
evolve due to the entrepreneur’s actions. Generally, an entrepreneur has a perception of the type of organisa-
tion that he wants his company to be. Mission statements could be formulated on the hasis of the xision that
the entrepreneur.decides.in the initial gﬁ&oﬁ@&ﬂrganisaiilml&gr_g}fj}l]

Major strategists could also contribute to the development of a mission statement. They do this infor-
mally, by lending a hand in the creation of a particular corporate identity, or formally, through discussions
and the writing down of a mission statement, Chief executives play 3 majosrolo-i formulating T mission
statement, both formally and informéijy. They may set up executive committees to formally discuss and
deTtIT0n & mission statement or enunGiate a corporate philosophy to be followed for strategic management,
Consultants may also be called upon to make an in-depth analysis of the organisation to suggest an appropri- _
ate mission statement, B.N. Sinha, managing director of the Scientific Instrument Company Ltd, who took
the help of a management consultant in deciding his company’s mission and purpose, describes the process of
formulating 2 mission ©....as a starting point, we (i.e. the company managers, consultant and the chief execu-
tive) spent quite a bit of time on identifying our “mission” of business... After a lot of discussion, we identi-
fied our mission as follows: to be a vibrant organisation set on contributing to the scientific and technical

progress of the country; keeping its customers and employees satisfied in terms of service and work reward;
Biving adequate returns on investment to the shareholders.’ "
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ated and communicated their mission state.

isations formul
Here are a fow more examples of how orpanisation

15

ment.”™ . - tate

~ ission sta

o Eicher Consultancy: 1t was borm n 199"'w“hf:]$counl!’y.

statement directly addressed to the well-being 0 e eame quile 0

ny The environment for computct compantes ha o MATIDE

to provide a fecling of oncness in the 9’33‘“_'5?“0"'1 N ot for tear
strengths and designed a customer-centric mission sta

customer-server equations and empowerment. i 1990, triggered by a divestment of it

» Marico Industries: Tts first mission statement T;as df;::f[nf;onsumcr-:)ricnled gy o . o
ivisi iproduc ks

consumer division. It wantcd to be secn as a mullip ’utlincd \he goals and aspirations aficr hectis

CEOo
months to evolve a common, shared purpose. The el T
consultations with senior management. A 3-day workshop of managcrs prep pag sion

statement. A need was felt in 1995 to rewrite the mission statement in the light ofch‘an;gcfi erc:lmstances-
o Ranbaxy Laboratories: The company realised that competition in the pha;gna;euuca :;2 fl:ii H—, was be-
coming tough and it could not survive just by selling generic drugs. In 1993, al er; {he - crg:incms
on future directions, strategies involved and past experience, the CEOQ enunciated the mission and val-
ues. Later measures were taken to communicate it extensively throughout the company, down to the level
of workers. ' : : RS B E s masin
i Trust of India: An extensive corporate planning exercise was undertaken in 1992. UTI’s mission

statement was formulated as a part of that exercise. ., ... .0 . o
A study by Boston-based Bain and company revealed that mission statements arc one of the most popular

management tools used by companies.'® The trend of defining a mission statement has become quite popular
in India t00. Some years ago, the All India Management Association (AIMA) commissioned a nationwide
study to find out what management techniques and tools Indian companies are likely to employ. Business
Today reported the AIMA study stating that 72 per cent of the total 160 companies surveyed had a written
mission statement. Among these, 91 per cent were giant companies, 78 per cent were large, 83 per cent were
medium-sized and 55 per cent were small companies.!” .~ e I POl
Communicating the mission statement is as important as formulating it well. This is so since a positive
relationship exists between the performance of a company and the number of methods used to communicate
and disseminate a mission statement.'® High visibility of the mission statements posted on multiple locations,
is an effective tactic to aid mission familiarity and recognition by employees. There are several methods to
communicate the mission statement within the organisations,!? such as annual rer orts_,"pos_lgrsj_plw, em-
p]czr_\,_rc’cln;ammls, company iW’ word-of-mouth publicity, seminars and workshops newsletters
and advertisenents. : "“"'-—-"’_‘_""_"' i )
A mission statement, once formulated and cqmmunicéted, should serve the organisation for many years.
But a mission may becomeunclear ds the organisation grows and adds new products, market and technolo-
gies 1o its activities. Then the mission has to be reconsidered and re-examined to either change or discard it

and evolve a fresh statement of the organisational mission{An assessme : .
- . . . . nt of how e ; <
ment is can be done by checking out its charactensticsa_ _ ffective a mission state

ment. It decided to have an ambitjoyg

mpetitive by 1991. A necd was felt
ement tcam asscssed the interng]
building, mutual trust, interna]

e

o sas A

aracteristics of a Mission SIa'tememr'" ; ’

rganisations legitimise themselves by per(oming some function that is .Va]ued )
statement defines the basic reason for the existence of the organisation. Such & i

rate philosophy, identity, character s‘and imag'e of an organisation. Jt may be defi
deduced from the management’s actions, decisions or the ch, , '

y the socicty. A mission
ement reflects the corpo-
! ned explicitly or it could be
ic ive®

fexecutive’s Press statements, When explicitly
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fined, it provides enlighte - _
dcder :o’be effoctive. 1 n?i ggl{?mel1t 10 the insiders and oulsiders about what the organisation stands for. In
o TR statement shoul possess the following seven characteristics.

. It should be Feasible i -
f: should beTealistic and ach icA “{:lssml.’ should always aim high but it should not be an impossible statement.
resources available to work t{\;fv “C ;1: N ﬁf“‘?wm must find it to be credible. But feasibility depends on the

Surces ay Ards a mission, In the 19605, o . -
Administration (NASA) had a mission 1o Jan S, the U.S, National Aeronautics and Spa

ealised. d on the moon. It was a feasible mission that was ultimately

s acl

fieﬁnf the l‘fﬁfﬁnabic contour w;lhn} Wwhich an organisation could operale, Observe how Hero Cycles defines
tts mission: “ 1S our mission to strive for a synergy between technology, systems and human resources, to

procl!uce pmducts and services lha-l meet the quality, performance and price aspirations of our customers.
While doing so, we maintain the highest standards of cthics and societal responsibilities.”

3 lghéfdd be ka’&" A mission should be clear enough to lead to action, It should ot just be a high-
souffding set of platitudes meant for publicity purposes. Many or

‘ pu ganisations do adopt such statements (some-
times referred to as the corporate posi tioning statement) but prob

. ably they do so for emphasising their identity
and character. For example, [ndia Today saw itself as ‘the complete news magazine’ and now visualises its

mission as ‘making sense of India.’ The Administrative Safl College of India considers itself as ‘the college
for practising managers’. Bgle_(_s_tj_l} _x_s_ the HUL’s missiogrt‘gp -add vitality to life!.leading to.various strategic.
actions of being the largest consumer goods ¢ompany in India ' '

¢. If should he Motivating A mission statement should be motivating for members of the organisation
and of the society and they should feel it worthwhile working for such an organisation or being its customers.
A bank which lays great emphasis on customer service is like ly to motivale its employees to serve its custom-
ers well and to attract clients. Customer service, therefore, is an important purpose for a banking institution.
Bank of Baroda’s strategic vision 2010, includes the mission of ‘pursuing best global practices for delivering
added value to customers’ in order to achieve its vision of becoming a “technology-enabled customer-centric

-

financial services organisétion’f.{a _ o @ o

5. I should be Distinctive A mission statement which is indiscriminate is likely to have little impact. If
all scooter manufacturers defined their mission in a similar fashion, there would not be much of a difference
among them. But if one defines it as providing scooters that would provide value for money, for years, it
creates an important distinction in the public mind. Bajaj Auto adopted its popular mission of providing

‘value for mgney, for years~and now believes in “inspiring confidence’.

6. I shduld indicate the Major Components of Strategy - A mission statement, along with the organi-
sational purpose should indicate the major components of the strategy to be adopted. The mission of HCL
Infosystems is: “To provide world-class information technology solutions and services to enable our custom-
ers to serve their customers better’. It provides a clear indication of the emphasis in the strategics of the
company on providing cutting edge technology and customer-orientation. :

7. It shopld indicate how Objectives are fo be Accbmplisked - Besides indicatipg the. broad strate-
gies to be adopted, a mission statement should also provide clues regarding the manner L'n which the objec-
tives are to be accomplished. LG Electronics has its mission of ‘becoming ‘2 by 10', thatis, double the sales

LI il

r'/ n ner


http://scannergo.net/?utm_source=pdf&utm_medium=watermark&utm_campaign=scannergo

40 Strategic Management and Business Policy

s mid-term and long-term goal to rank among the top threq

2010° through sctting i ld by 2010.

volume and profit by year k the WO
: inthe w ‘
eectronis, nformation 2nd ighgonniied 0 ﬁrtnzmcemcd about survival and, therefore, do not active]
In day-to day decision-making, manegers e e o statement becomes an idcology thyy ai

: . e : +v Thus, & mission stater |
think about their organisation’s mission for society ’-on-making, it is important to consider the miggj,

e e ic decis
occasionally used for legitimisation. But for strategic dec!
in each phasc of the strategic management process. 1 statement i 10 define the business itself

A helpful approach to defining 2 well as refining 8 miss!

f ] i i 'lTION , z
26t BUBINESS 1B estion *What 1s our business?” It could alg,

. G . ing the qu

Understanding business is vital to defining it and answering FeA 5 1 Vi -
be a pointer tog answers to questions such as: ‘What will it be?” and tht.:h:l:g (;inm:;:‘;;::: mission
statements can use the ideas generated through the process of understanding .

Defining Business , ; ;
one function —to display the time. Today, j

The wrist watch has traditionally been considered to have just .
is becoming a fashion accessory, which might also mean that you need to have more than one watch, It s

reflection of one’s personality and status; it makes a statement. High»va.lue, rare watchgs could_ also be pieces
of art. Exhibit 2.4 illustrates the many options available to a company 1n the timekeeping business.

Exhibit 2.4 Understanding the business of timekeeping - =

An illustrative diagram, like the one shown hare, can be helpful in understanding business. In this diagram, we

have attempted !o relate societal needs to the business of timekeeping. o :
Each successive step provides altemative ways through which the timekeeping needs of the society could be
satisfied. Consider the following illustrative examples. ' '
« Wristwatches couid be of different types, e.g. ladies, men,
could be either utility or ornamental watches. _ " .
Other types of walches could be time pieces, wall clocks and pocket watches.
Other products could be an hourglass or a sundial. .
Spetialty watches could be video timers, calculator watches and car clocks,
Consumer non-durables could be time-punching machines and stop watches. . e L _
Services could be telephone or teletext time services. i wpaendtt T SR
Other organisations which roughly meet the limekeeping needs could be, for instance, a church bell chim-
ing at appointed hours or a call to the faithful from mosques. . o
All the above options, or their combinations, lead to the satisfaction of the timekeepihg needs of the society. Four
other variables are useful in understanding the business of timekeeping. These are: '
1. Functions which watches can perform, such as providing the time, day, date and direction.
2. Customer needs satisfied by actions like finding time, recording time, usirig Watches as fashionable acces-

sories and presenting them as giftitems, .« g
3. End usages like direct use by customers and indirect use;asi 'sub-‘aissemblies in the form of watch and clock
movements, by industry. _ P ' o
4. Technology used based on mechanical, quartz'digital'bf u : L
All the above options and variables are, however, rele\cal:utatzZ :::aézgr:;'f:f::”’}”g; T »
business could radically change if a breakthrough occurs any time in the future. For inst: e. "_'" * Imekeelp: 3
be possible to embed sensars in the human brain that enable a parson to Just .‘.fnow anid ;«:e, T |t§ould = ho 0
finding time by looking at @ wateh, timekeeping could becoma just another neurologicaf::::;;?e‘f I:aeﬂi];;i;-

fions of such @ breakthrough for society and business are exciting, Naming Just two, we could say that visually
“_,I' t Z ' a -

Cogld.
Scanned by Scanner (30

children and sports watches. Ladies wristwatches
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Y

Y

Business
Organisationg orgac::i::trions
Y Y
Products Services
1!‘
Y Y
Consumer Industrial
goods goods
Y
k j' \-/‘
Gonsumer Consumer
durables _ non-durables | '
4 '
r+
Non Specialty
specialty I
goeds goods
Y -
Y +
Chronometers & 4 gtdhue;ts
& g p i
Y +
Wristwatches [ : g}h :;gr?:: '

- challenged persons could benefit a lot by sch a technological advancement and the business of timekeeping
would never be the same: all timekeeping equipment that we use today could face the risk of becoming redun-
dant. The business of timekeeping, is therefore, certainly not making more, better, sophisticated and a variety of -

. watches but providing the means—whatever they might be—to simply know the time.

Drawing an example from Exhibit 3.6, it can be said that a particular company providing only ladies’
wristwatches of utility and ornamental types, using the quartz analoguc technology, could define its business
in one way. Another company, a government supplier, may choosc to make mechanical wall clou:ks. B.oth the
companies are in the timckecping business but they cater to different customer groups, provide different

customer functions and use altemative technologies, . _ , #
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Dimensions of Business Definition

i ¢ dimensi
Derek Abell. in a path breaking analysis suggests defining 8 business along the thre 5105 of custope,
erek Abell, ina :

e fﬂups rC'atc to ‘who’ iS bCil’]g Satisﬁ
. . Iogles. ustomer g . - : 1 :
ETQUPS, CUE omcer functions and altcmatlve teCh no : logi i the - [
CUOStOISl;':;' I:Cet 2; dﬁSCfibB ‘What‘ is being SaliSﬁCd aﬂd Rlle"lﬁtwe tECI NoI0g csm how ed 5 bEmg

: ic vi these three dimensions.
satisfied 2 Exhibit 2.5 presents a diagrammatic view of

| ' ch company
Exhibit 2.5 Abels’ three dimensions fof defining the business of a wat

Customer ons.
Uity 7ormamental

Aite_rﬂ_aﬂvp technologies
Machanical / quartz
technology

Customer groups -
children, men r
. women ~

Based on: D.F. Abell, Defining the_Busiriass: The ' l&ﬁ:‘ng Point of Strategic Pianning, Englewood Cliffs, N.J,
Prentice-Hali, 1980. T L A Y

Customer groups are created according to the identity of customers. Customer functions are based on what
the products or services provide for the customers, Altemative technologies describe the manner in which a
particular function can be performed for a customer. - - - .

Applying Abell’s three-dimensional model to the illustration of timekeeping business, we could identify
the three dimensions as follows: ' g g

¢ Customers groups could be individual customers or industrial users.,
~ Customer functions could be finding time, recording time, using watches as a fashionable accessory, a
ift item or a piece of art. .
j./‘zltcmaﬁve technelogies could be the mechanical, quartz digital and quartz analogue types.

Such a clarification helps in de-f'ming business explicitly. A clear business definition is helpful for strategic
management in many ways. For instance, a business definition can indicate the choice of objectives, help in
exercising a choice among different strategic alternatives, facilitate functional policy implcmentat’ion and
suggest an appropriate organisational structure. A watch manufacturer who makes ladies watches of the
utility type could extend her business definition along the customer dimension and make ornamental watches
also. She could also diversify further by moving into the manuficture of wall clocks, Havi en : s
manufacture omamental ladies watches, she would have to effact changes in mark ‘:‘ §. Having decide 1
policies. If utility watches were beingmadeon a production-to-stock basis oma ¢ ln]g and other funcnoqa
a production-to-order system of manufacturing. Technologica] chojce w;l] va m?rlta watcl}es may rcqglrfi'
hand-wound watches to makmg b_attery—operated quartz digital watches, whi gy om maklmg mechamczz
We could, of course, o on pointing out various other implications of éeﬁnl.c are two entirely processes

ng and defin

business.

n ner
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Levels at which Business coylg pe Defined

ike strategy, busine T
P:: Aot arE: o ;E;:llldl:ic defined 2 the corporate or SBU levels, A single-business firm is active in
ju , ess definition is simple, & large CongTumane, operating in several businesses,

“’c‘i’i“:::i‘:.:’;l’cfl‘::}’“;:“’-};‘;S'"FSS definition for cach of s businesscs, Rather, s Hill & Jones (1998) suggest,
il PaRY'S business is to manage a collection of businesses, The important question here is how

the corporate business adds value to the constituent busincsses of that company.z'

A%?-é%%%%?ﬁ%%&f &b_‘flslnffs fil}'ﬁ_nitio.n wi.l.l concern itself with the wider meaning of customer
groups, o4 nsan m"ﬂmgﬂuﬁ}lﬁmcﬁ./\ highly diversified company brganised Gra divi-
1 ness definition covering all the three dimensions. Each division
could again havc_a.mgm.?cctfrale blfﬂiness definition at the Sﬂuglcwpuxamplg,vm la;"l:té.h, a Ta;
group company opcrating In ninc businesses, broadly performs the customer functions of trading and manu-
facturing a large variety of uc'ms. fr'om air-conditioning, refrigeration and engineering products, calering to
wo br'oad customer groups of individual and institutional Customers and using diverse technolugies for manu-
facturing a broad range of products from textile machinery to chemicals. :

When a company take§ Up activitics outside the domain of its business definition, it gencrally faces the
accompanying risk of adding new businesses, divisions or products unrelated to its present activities and at
variance v_vn.h its corporate identity. The ¢risis of identity is a serious problem which results either in inefTi-
ciency or ineffectiveness, On the other hand, if the various acquisition, growth and diversification plans of a
company are linked through a business definition, it results in a considerable amount of synergy (more com-
monty known as ‘the two plus two is equal to five effect'). One or more of the threc dimensions of business
definition could become the fulcrum for growth strategies, For instance, acquisition or diversification could
be guided by whether the acquired or new entity fits into the overall business definition. LG India is guided
by the health platform in positioning its products - air conditioners that do not just cool but discharge fresh
air, televisions screens that prevent eye strain or refri gerators that offer anti-bacterial benefits - in a tough and
competitive fast moving consumer goods market. Health, for LG, is the customer function offered. Similarly,
serving the same customer groups or capitalising on the same technology could become the basis for future
growth strategies. Thus, business definition offers unique insights to companies operating in competitive
markets where the customer is an important external stakeholder of the firm.

The significance of Abell’s approach to defining business lies in it being a marketing- and customer-
oriented approach rather than a product-oriented approach. Yet, product-orientation is also important, as we

secenext.

The Product/Service Concept

Like the business definition, an explicit product/service concept could have far reaching implications for
strategic management. 4 product/service concept is the manner in which a company assesses the user’s
perception of its product or service. Such a perception is based on how the product or service provides
functions that satisfy customer needs. Consider the examples given below where companies define their
product/service concepts and what implications such definitions have. . ?

o Bhadrachalam Paperboards Ltd, recognised paper as a product and not as a commodity. As a result of
this, it was able to consider the productivity of its customers and make tailor-made products for them. In
the process, it came in direct contact with its customers rather than with the wholesale agents, thus
defying the traditional way in shich the paper business operates.

® HCL Lud. perceived the computer not as a sophisticated awe-inspiring machine but as an cveryday-com-
modity. Such a product concept prompted it to advertise the computer as a consumer durable available

through an innovative hire-purchase scheme:
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o Motorola wished to make {he mobile phone not Jus

less mobility’, making it possible to pertorm & *.
tickets or use the mobile phone for personal ident
o NIIT saw itsclf not as a compulcr traimng instl
understand and implement the concept of know

ogy-led human activity.
o Pearl Polymers visualise
for storing edible oil, but as containers
bottle and jars.
A product/service concept

strategists in differcnt phases 0
Scientific and Industriai Rescarch, poses the questio
markets they should enter with which products or
develop? In his view, the competitive advantage ina h
underlying technical skills of the business rather than
intermediary mechanisms through which the markets

rives value from the market. As product life cycles be
cycles become long'.:r.22 This is a su
define the product/service concept.
An explicit business definition an
Another popular tool that has emerge

fora m

d prodﬁcﬂwﬁice

2.5 BUSINESS MODEL

The Internet boom and bust of the 1990s
novel thought, it has become quite a popu

form a varicty ©

tution but as d service
ledge transfer across

5 nolyethylene tere
d using polycthy " dorn kitchen €

—carefully and innovativ

f strategic management.
n whether comp

what skills, capabi

on particular pro
derive value fro

btle point and needs to be understo

making a phone call but offering ‘seap,.

device for i
tade pay bills, unlock car, buy

f functions such as

fication. - -
-providing organisation, sceking 1q

the gamut of information-techno}.

phthalate containers not just as an industrial producy
reating a huge market for its Pear] Pet

J—can prove to be of significant worth to
former director genera) of the Council of
anies should be concerned about which
lities and technologies should they
gy business increasingly depends on the
ducts. Products are simply transient,
m the company and the company de-
come shorter in industry after industry, the skills life
od by strategic planners when they

cly define
Mashelkar,

igh-technolo

concept are powerful tools for strategic management.

d is that of business model,

s

revitalised the term ‘business model’. Though not expressing a
lar term now and is used frequently to express a number of ideas,

among them “creation and marketing of value’ being the major theme. The success of Wal-Mart as a refailer,
11 Computers as an Intenet-based marketer of 7on.com as a virtual book

Google as a searg ing, De
seller is attributed to their respective business models.

Colloquially, business models are often expressed
make money? E-newspapers are able to

revenues they eam from the 2
products at a price and then, ap

i —

in the form of a question: how does the organisation

' offer free Internet editions on account of the online advertisement
dvertisers. A kirana dukan (provision store) owner buys commodities and
plying a mark-up, sells them at retail prices thus earning revenue and profit

Budget airlines share certain features such as e-ticketing, no-frills service and uniformity in the types of
planes used. Each of these organisations is using a particular business model

Formally, 8 business n_mdcl could be defined as ‘a representation of a firm’s underlying core logic and
strategic choices for creating and capturing value within a value network.'”

Business models have an intimate relationship with the strategy of an organisation Stratc‘:gies "

choices; a business model can be used to help analyse

and communicate these strategic choices. Companies

in the same industry, competing with each other, can rely on different models as a matter of strategic choice:

Tata Co
clients are based on time rel

wherech

ated milestones. Infosys

psultancy Services adopts a traditional fixed-price, fixed-time business model, where payments by

and Wi i ;
d Wipro have a time and material business mods!

ents pay on an ongoing basis, depending on the amount of work done rather than the time elapsed.”
ime elapsed.

From the absiraction that strategies actually are, business mod !
els are down-to-earth ;o o
prescriptions to il

plement the strategics. Strategics are not expecled to
model can enable us to do precisely that.

answer the ion’ :
question: how to make money? Business

3
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Here are
stratcgics.

Bharti Airtel’s business strategy is 1o differentiate jtsel
environment by ensuring customer delight ‘
through a highly cost-effective business mo
ance with Nortel India that hosts contact cen
the broadband and fixed-line scrvice. By d
associated with operating, maintainin gand
Nortel earns revenue on a per call basis on,
offering contact centre scrvices to other clj
tion that secks to differentiate Bharti fro
Indian market,”

Aptech L‘m ited, a 8!°b3| learning solutions company, has several corporate social responsibility projects,
among which is a multi-lingual basic IT literacy course called “Vidya” (education in Hindi}, under which it
has trained over 5,00,000 students. The traditional model of 2 computer education and training institute was
a company-owned centre with computer labs and classrooms that required substantial investments. Aptech
embarked on a franchise business model for the Vidya project. The transition from a company-owned centre
model to a franchise model was driven by the need to avoid high capital investment and to leverage the
franchisee’s understanding of the local market. Aptech maintained control over the franchises through con-
tractual obligations and supervision. Internationally, it has replicated the franchise model with country-level
variations to suit the local requirements. Though the Vidya courses offer lower margin but they lead to higher
revenues when students enrol in higher-level Aptech courses, thus allowing it to expand rapidly than other-
wise would have been possible.?

The vision, mission, business definition, product/service concept and business model serve to determine
the basic philosophy that is adopted by an organisation in the long-run. To realise its vision and mission and
achieve its strategic intent, any organisation will have to set goals and objectives to be pursued in the medium
and short run. The next section deals with objectives and goals.

two examples to i PO S
4 Hlustrate the concept of business model and its relations to an organisation's

fin India's highly competitive communications
through personalised customer service and accomplishing this
del. It implemented this business model through a strategic alli-
tre scrvices for subscribers to Bharti’s mobile services, as well as
oing so, Bharti frees itself from the day-to-day responsibilities
evolving its contact centre network, to focus on its core business.
a 'pay as you go’ business model and foresees opportunities of
ents. Enhancing customer service thus becomes a value proposi-
m other telecommunication service providers in the competitive

2.6 GOALS AND OBJECTIVES v’

¢ Goals denote what an organisation hopes 10 accomplish in g future period of time. They represent the fusture
state or outcome of effort put in now. A broad category of financial and non-financial issues are addressed by
the goals that a firm sets. o ' . )
* Oﬁ*?_cgwundsmaum:e.specy‘maﬂy.hqw.the-gaals,_ﬁsﬁhgl{ég Aachieved: They are concrete and
specific in contrast to goals that are generalised. In this manner, objectives make the goals operational. While
goals may be qualitative, objectives tend to be mainly quantitative in specificatior; This way they are meas-
urable and comparable. This fine distinction between goals as broadly stated aims and the objectives as
specifically stated aims is not necessarily maintained in practice by organisations. As students of strategic
management, we should however understand the subtle difference between goals and objectives.
Any organisation always has a potential set of goals. It has to exercise a choice from among these goals,
This choice must be further elaborated and expressed as operational and measurable objectives. Exhibit 3.9
illustrates how a public sector company in India states its strategic and financial objectives.
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Exhibit 2.6 Objectives of Indian Ol Corporation
The Indian Oil Corporation is India’s largest company and 1:12
tune Global-500 companies. It has a long 8nd varied set 0

objectives and financial objectives.

ranked Indian company among the For.

highest
at seem to be strategic

bjectives divided into wh

Strategic Objectives : o i ith
e Tg servi the national interests in oit and refated sectors in accordance and consistent wit gov§rnm3nt
poices. d smooth supplies of patroleum products by way of crude oil

s To ensure maintenance of continuous an
refining, transportation and marketing act
conserve and use petroleum products afficiently. _ ' ) _

+ To enhance the country's self-sufficiency in oll refining and buld expertise fn laying of crude oil and petro-

wities and to provide appropriate assistance to consumers to

leum product pipelines. S > :

» To further enhance marketing infrastructure and resaller network for providing assur ed service to custom-
ers throughout the country. Co | - . .

o ment base In refinery processes, product formulations, pipeline

o To create a strong research and develop
transportation and alternative fuels with a view to minimising/eliminating imports and to have next genera-
tion products, o o '
o To optimise utilisation of refining capacity and max
o To maximise utilisation of the existing facilities for improving efficiency and increasing productivity.
-« To minimise fuet consumption and hydrocarbon foss in refineries and stock loss in marketing operations to

effect energy conservation. - a

¢ To eam & reasonable rate of returm on investment. - - -~~~ :. :ﬁ S0 .

o To.avail of all viable opportunities, both national and glcbal, arising out of the Government of India's policy
of liberalisation and refarms. | R B PR R S 5

o To achieve higher growth through mergers, aoquisitioris, integration and diversification by harmessing new
business opportunities in oil exploration and production, petrochemicals, natural gas and downstream op-

portunities overseas. S & _
¢ Toinculcate strong ‘core values' among the employees and continuously update skill sets for full exploita-
" tion of the new business opportunities.  * - . .

imise distillate yield and gross refining margin.

a

« To develop operational synergies with subsidiaries and joint ventures and continuously engage across the

hydrocarbon value chain for the benefit of society at large.~ ~ P
Financial Objectives B " T )
o To ensure adequale returm on the capital employed and maintain a reasonable anfual dividend on equiy
capital. - wa TR o M ] .-

« To ensure maximum economy in expenditure, -
« To manage and operate all facilities in an efficient manner so as to
, enerate ad i
meet revenue cost and requirements for project investment, Withogt bl 9:;1&18 rTtemal resources 10
» To develop long-term carporate plans to provide for adequate growth of the g’fpori'z:]ion's »
usiness.

To reduce the cost of production of petroleum products by
y means .
thereby sustain market leadership through cost competii . of systematic cost control measures and

« To complete all planned projects within the scheduled timg and approved cost

Source: Adapted from the Website of Indian O Corporation, httos
Relrieved January 4, 2007. . P: .f“'w“f-fw.comfourcompany_ws;o n.aspx,
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Role of Objectives €

Objectives play an important role in strate
role as described below,

objectives define the Organisatip,

. : 'S Relation: , o _
an organisation commits itsclf to what it ha = ac‘;:‘i’ghip_&ﬂh its Environmicnt By stating its objectives,

¢ for its employees, customers and the society at large.
objectives help an Organisation pursy

g 5 : e lis Vis S : o
that an organisation wishes to attuin and the g, Islon and Mission By defining the long-term position

e e o g ort-term ic secti isati
in pursuing its vision and mission. largets to be achieved, objectives help an organisation

Objectives provide the Basis for Stratcgic Decision
to those areas where strategic decisions need
and, in this manner, help to coordinate strate

-makipg By directing the attention of strategists

to be taken, objectives Iead to desirable standards of behaviour
gic decision-making,

Objectives provide the Standards for Performance Appralsal By stating targets to be achieved in
8 given tm'le PCTIOd‘ ans:l the measures to be adopted to achicve them, objectives lay down the standards
against which organisational as well as individual performance could be judged. In the absence of objectives,
an organisation would have no clear and definite basis for evaluating its performance.

Managers who set objectives for themselve

0 ; s and their organisations are more likely to achieve them than
those who do not specify their performance targets. The importance of the role that objectives play in strate-
gic management could be aptly summed up in the truis

m: if one does not know where he has to go, any path
will take him there. - ;

Characteristics of Objectives

Objectives, as measures of organisation al behaviour and-performance, should possess certain desirable char-
acteristics in order to be effective. Given below are seven such characteristics.

L Objectii'cs should be Understandable Because obj ectives playJ an important role in strategic man-

agement and are put to use in a variety of ways, they should be understandable by those who have to achieve
them. A chief executive who says that ‘something ought to be done to set things right’ is not likely to be
understood by his managers. Subsequently, no action will be taken or even a wrong action might be taken.

2. Objectives should be Concrete and Specific_ To say that ‘our company plans to achieve a 12
percent increase its sales’ is certainly better than stating that *our company seeks to increase its sales’. The .
first statement implies a concrete and specific objective and is more likely to lead and motivate the managers.

3. Objectives should be Related ro a Time Frame if the first statement given above is restated as

‘our company plans to increase its sales by 12 percent by the end of two years’, it enhances the specificity of

objectives. If objectives are related to a timeframe, then managers know the duration within which they have
to be achieved.

4. Objectives should be Measurable and Controllable Many organisations perceive themselves as
companies which are attractive to work for, If measures like the number and quality of job applications
received, average emoluments offered or staff turnover per year could be devised, it would be possible to

measure and contro! the achievernent of this objective with respect to comparable companies in a particular
industry and in general.
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5. Objectives should be challenging Ohjectives

and, therefore, should be set at challenging but not WRre tina
market does not fcad to success. Converscly. a low sales targe

and. therefore. leads to sub-optimal performance. : T
with Each orher Orgnnisa!iohns S.C::“;:;:]"?; ;)i?;mtvcls in

; as, such ana $ K olc

different arcas. If objectives are sct in onc arca. disrogarding (1 Pmcﬁ:i:;r:;tal conflict, is sctti):“lg sglii
1o problems. A classic dilcmma in organisations and a source o mlcl; wilzier varicty of products to catertoa
and production objectives. Marketing departments typically 1nszstI?n refer to have greater product uniform.
variety of market scgments, while production departments gencrally p O od to be made o hat difTerent
ity in order to have economics of scale. Obviously, tradc.-of'fs arc rc?t in synergistic advantages. This is
objectives correlate with each other, are mutually supportive and rcsub’ it
especially true for organisations which are organiscd on a profil-getee DRI

that ar¢ {00 high or to0 low are both dcn]()ti\,aling
I'-;tic levels. Toset @ high sales targetin a declining
is burgeoning market is easily achicvable

6. Different Objectives should correlate

strai i 1 as well as
G i : siraints Therc are many Con'ilralnts-——mtcm-a s we
ekt e o iadchies For example, resource availability is an

external—which have to be considered during objcctive-scttipg- .
internal constraint which affects objective-setting. DifTerent objectives compete for the scarce resources and

trade-offs are necessary for optimum resource utilisation. Organisations face many external cc?nst.ralr:ts hl_ce
legal requirements, consumer activism and environmental protection. All these limit the organisation’s abil-

ity to set and achieve objectives.
In sum, objectives-setting is a com
tives, in order to understand this complex process. L/

plex process. We will further examine a few issues relevant to objec-

Issues in Objective-setting _
There are many issues which have a bearing on different aspects of objective-
such issues. .

__/ Specificify Objectives may be stated at different levels of specificity. At one extreme, they might be
very broadly stated as goals, while at the other, they might be specifically stated as targets. Many organisa-
tions state corporate as well as general specific, functional and operational objectives. Note that specificity is
related to the organisational level for which a set of objectives has been stated. The issue of specificity is
resolved through stating objectives at different levels and prefixing terms such as corporate, general and
particular so that they serve the needs of performance and its evaluation. g

- -

setting. We deal here with six

‘2. Multiplicify  Since objectives deal with a number of performance areas, a Variety of them have to be
formulated to cover all aspects of the functioning of an organisation. No organisation operates on the basis of
a single or a few objectives. The issue of multiplicity deals with different types of objectiv it : ectto
organisational levels (e.g. higher or lower levels), importance (é.g. S O SéCond; ) esd\jvl 1 resp f:\-al
or growth), functions (€.g. marketing or finance) and nature (e.g. organisational or cI‘Y . Cl‘ll s (c.g.hsi,lr‘u !
related to multiplicity, is the number and type of objectives to be set. Too few or too persona ) Another :ssuh
unrealistic. Organisations need to set adequate and appropriate objectives so as t many objectives are bot

formance areas. 0 cover all the major per-

3. Periodicify Objectives are )f‘ormulated for different time per; ; "
dium-term and short-term objectives. Generally, organisations se:;zisi' It is possible to set long-term, me-

term. Whenever this is done, objectives for different time ne objectives for the long-and short-

; : : periods i i
Long-term objectives are, by nature, less certain and are, thcr.-.:f‘.:n-l;we ’ bf: mtegrated with each other.
. » Stated in gencral terms. Shart-term

d—u—;\
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objectives, on thf: other hand, are relaq
tive may result in several short-term
objective. For example, a long-term
support continual profitability may b
computed on an yearly basis,

wgly more certain, specify
objectives; man
objective may b
¢ the target rety

cand comprehcn’sive. One long-term objec-
y short-term objectives converge to form a long-term
€ continual profitability. Short term objectives which
M on investment, profit margin, return on net worth, etc.

erifiability Each obiceti . :

Jf;:iblc for a ganagcr to :tal:::l(:;‘zs ‘0 be lcst(.:d on the l?asis of its verifiability, In other words, it should be
e ‘ = Dasts on which (o decide whether an objective has been met or not. Only
\{enﬁab - JFCUYES can be meaningfully used in strategic management. Related to verifiability is the ques-
tion of quantitication. A definite way to measurc any objeclive is to quantify it. But it may be neither possible
ot de§1mble fo qua‘ntlfy eac.h and cvery objective, In such case%qhﬁi@,mobjcctivcs have to be sct. These
objectives could‘als'o be vs:nf!cd, but not to the degree of accuracy_aagsiblc for quantitative objectives. For
example,/a qualitative objective may be stated as: to create a congenial working environment within the
factory. ] rder to make such an objective veri fiable, value judgement of informed experts—both insiders
and outsiders—could be used. A few quantitative measures could also be devissd which can scrve as indica-
tors of a congemal working environment. Some of these could be staff turnover, absenteeism, accident rates,

productivity figures, etc. In sum, it can be said that the issue of verifiability could be resolved through the
judicious use of a combination of quantitative and qualitative objectives.

Pes Reality . 1t is a common observation that organisations tend to havé two sets of cbjectiva official and
opergiive. Official objectives are those which the organisations profess to attain, while operative ol-ﬁ-ectives
are those which they seek to attain in reality. Probably, no one would be in a better position to appreciate the
difference between these two objectives than a harried client of a public sector bank who, on being mal-
treated by an arrogant bank employee, looks up to find a poster of a smiling and beautiful gir! with folded
hands looking down at him. The poster carries the caption: ‘Customer service with a smile’! Many organisa-
tions state one of their official objectives as the development of human resourcg, But whether it is also an
operative objective depends on the amount of resources allocated to human resource development.

Qualify Objectives may be both good as well as bad. The quality of an objective can be judged on the -
asis of its capability to provide a specific direction and a tangiblg hasis for evaluating performance. An
example of a bad objective is: “To be market leader in our industry’. It is insufficient with respect to iis
measurability. To restate the same objective as: | To increase market share to a minimum level of 40 per cent
of the total with respect to Product A, over a period of the next two years and to maintain it thercaﬂeﬂli.‘s a
good objective since it is specific, relates to performance, is measurable and provides a definite direceen.

" Recapitulating what we have said in this and the previous subsection, it can be stated that objectives have
a number of characteristics and a variety of issues are involved in setting them. Determination of objectives
is, therefore, a complex task. Further, two important questions need to be asked: what objectives are cho§cn
for achievement and how they are determined. We attempt to answer the first question in the following

subsection and the second in the next. '

What Objectives are Set? - A |

To put it straight, objectives have to be set in all those pcr'fqrr‘nance areas which are of str-atcgic.importance
10 an organisation. In general, according to P_[,&El‘_fzﬂ;ﬁbjectn.res need to be set in .tt}e eight vital areas of
market standing, innovation, productivity, physical; mancmll LL3OUIZes, 1.3r.0ﬁtah11ny, Thggaser pettorm:
ance and development, worker performance and attitude and public responsibility.”” A prescriptive approach,

such as the one suggested by Drucker, is based on those strategic factors which are supposedly vital for all
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ffer widely with regard to the objectives that they
e -

types of organisations. But, in practice, organisations di -
chovse o s nies, too lead to a set of objectives that the

Research studics, based on survey of a large number qf compa ti\:es * ore ofaleast common Sirom
S pettine B e v, L hre, thelist o objet‘: actually set for themselves. For illys.
nator rather than a true reflection of the objectives that the companies Sinah, who has studied 28 Jarg

i jan context.
trating this point, we ronsider onc such study in the Indian ¢ ekt S8y teports that 250
companies, cach having a tumover of more than Rs.50 crore at the ti ¢

tives were set in arcas like:?®
¢ profit (retumn on investment, return on share
o marketing (increase in sales volume, market
ment, reduction in marketing cost, improving cus
¢ growth (output, sales turnover, investment); : "
o employees (industrial relations, welfare and development), " _
e social responsibility (community service, rural development, auxiliary lﬂdus’l')_’ development, family

welfare).

Another study of 14 Indian firms by Anderson and Lanen fog.md that measures related tP QU_SIOITPEL Ggsg;c-
tations and satisfaction, compeiiiors' performance and internal information on proces variations like quality

méasures, on-time delivery, unit product cost and product quality failure have become more important as

objectives in post-reform India.” A survey of 60 Jarge and medium-sized Indian manufacturing firms by

Joshi, however, found an extensive use of financial measures such as ‘return on investment,, variance analy-
sis” and ‘budgetary control’ in performance evaluation. It also found a _moacratc use of on-going suppliers’
“evaluatiof and customer satisfaction surveys and a minimal use of non-financial measures in performance
evaluation.® _ R ) ;

Despite apparently contradictory research results, things in the Indian business environment have been
changing. During the pre-liberalisation period, the emphasis among the Indian corporate sector was on build-
ing assets and, therefore, size was of paramount importance. It was an insurance against competition. Indeed,
for several years, Indian companies tended to rely on size till some smaller but well-managed companies
showed the way. Post-liberalisation, the business environment also changed, where focus rather than unbri-
dled diversification became the preferred strategic alternative. ,

Another crucial change has been the way project financing is done. There was an excessive reliance on
debt rather than an equity. The capital market matured later, causing the companies to use measures that
would more realistically reflect the situation within and outside the companies, Value addition gained signifi-
cance and value-based management became the key theme of strategic thinking. It is in this milieu that we
find traditional measures for objective-setting and performance measurement like return on sales. return on
investment, return on capital employed, return on net assets and the like becoming partly redunda’m

More recently, measures such as shareholder value, economic valye addgd_(w and th k- ¢ value
added (MVA) have become more acceptable. Shareholder valye s the present value of th g ‘.’_‘a_r.f-‘;a u
strearm of cash flows from the business plus the value of the company Fliquidated E':J’A ¢ anticipated futiire
shareholders by generating operating profits in excess of the cost of capital empl . di 18 \{alu? added t‘o the
residual income after charging the company for cost of capital provided io}fe in the business. It is the
Mathematically, it is after-tax profit iess the total annual cost of capita] MVA y lenders and sha reholder:c.‘
estimate of the net present valug o1 a f'mn s past and cxpec_te dmcapitaﬂ !l.vestm meam%rcs the stock market's

Companies like Infosys Technologies and Hindustan Levers were ear] ent projects.
carly adopters of the value-based meas-

ures. Several firms routinely mention the EVA in their anpya FeTiGHS
have been able to create shareholder value, o POrts to demonstrate the extent to which they

s as a percentage of sales);

' capital, net profit
holder's capital, nct p products, new product develop-

development for existing
tomer service);

-
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:?(lhc time when such measures of performance were
. °rmance of Indian companies on value-based param-

: exampl Yoot ' ; .
Weare not including the usual financial parame P Ofobjem"'e'settmg by different types of organisations.

| . ters used to j i ‘
the context could dictate the criteria for ohjectiw:-seningmmjge PRI gk m il
o Two-wheeler companies can use measures of .

per annurm, market share in per cent, level of indigenisati e
hicle and fuel efficiency achieved in kilometres pe% li:;-s:_ 1on achieved in per cent, average cost per ve-

o Advertising agencies set objectives in terms of billin

) ; ; gs achieved in rupees per year.
o For steel manufacturing companies, a basic measure 1s the quantity of saleabli steel, both in terms of

installed capacity and actual production, leading to capacity uilisation in per cent. Another operational
measure 1s energy consumed per tonne of saleable steel.

o Insurance companies may set objectives in terms of the number of policies executed, sum assured and
expense-income ratio. Social objectives could be measured in terms of the percentage of insurable popu-
lation covered and an investment mix consisting of government securities, social schemes and corporate
securities. .

e Railways are basically concerned with objectives in the area of passenger traffic and freight handling.
Passenger traffic is indicated by the volume of traffic handled in terms of the number of passengers and
number of seats and berths available. Freight traffic is in terms of the volume of traffic handled ex-
pressed in weight and utilisation percent of wagons and locomotives.

o Hotels may set objectives in terms of the number of rooms available, occupancy rate and cost per room.
Subjective measures could include maintaining the quality of hotel properties and the quality of cus-
tomer service provided. - -- _ :

The question that now remains to be addressed is: how are these objectives formulated? The next sub-
section takes up this issue.

How are Objectives Formulated?

ear that an organisation needs to set objectives at different le\-‘e!s,'of
ectives should possess certain desirable charactensucs
The question that we now face is: how are objectives

From the foregoing discussion, it is cl _
various tvpes and for different time periods. Such obj
and should resolve certain issues before being used.

formulated? o . 3
Glueck identifies four factors that should be considered for objective-setung. These fa.ctors as: the forces
'er relationships, value system of

. e, = cop® nd internal

in the gnvironment, realities of the enterprise s resources andin . g
9 s erenes o TR e it objectves of he rm ™ Here . i descrton
of each oT these factors. . _

The Forces in the Environment These take into account all the interests—sometimes coinciding but

often conflicting.—of the different stakeholders in an organisation. Each group of szkeholders bas claims o
expectations which have to be considered while setting objectives. It is important to note that the interests o
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i ift in the importa

, 1ating a corresponding shi portance

the various stakcholdcrs may change from time (0 time, necessitaling i :

attached to different objectives. o
(onships These mean that objectives

eld i
power B (ative decisional power that differeny

as well as there :
haring those resources. Bgmur_‘;ﬂﬁmboth materia

the organisation. Internal power rela.
nant group of strategists such as the

Realities of Enterprise Resources and Internal
are dependent on the resources capability of a company
groups of stratcgists wicld with respect 10 cach other in § e’
and human—place restrictions on the objective-achicving capabilily 0

lonshi . mi
fionships too have an impact on objectives in different ways. A do

: ¢ icld considerable power so as
irectors, indivi ' icf executive, may Wie e e
board of directors, or an individual stratcgist such as @ ::s Agsin since power con figurations within a f

10 sct objectives in consonance with their rcspective v L .
: may also vary over a period

arc continually changing, the relative importance attached to different objectives may ry p

of ime.

e This has an impact on the corporate philosopiy.thal.argasisa-

: iectives | i A as an i
tions adopt with regard to strategic management in general and objectives In particular. Values, endur

ing set af belicfs, shape perceptions about what is good of bad, desirable or und(I:sirableg Thzs gpphcs to the
choice of objectives oo, For example, entreprencurial values may result in prominence being given to profit

objectives, while 2 philanthropic attitude and values of social responsibility may lead to setting socially-
oriented abjectives.

The Value System of the Top Execut

Awareness by the Management Awareness of the past objectives may lead the organisation to a choice

of objectives that has becn emphasised ii the past due to different reasons. For instance, a dominant chief
executive lays down a set of objectives and the organisation continues to follow it, or marginally deviates
from it in the future. This happens because organisations do not depart radically from the paths that they have
been following in the recent past. Whatever changes occur in their choice of objectives take place incremen-
tally, in an adaptive manner, _

Keeping in view the four factors described above, we observe that objective-setting is a complex task
which is based on consensus-building and has no precise beginning or end. Vision and mission provide
‘common thread” to bind together the different aspects of the objective-setting process, by providing a
specific direction along which the organisation can move. -

The binding together of the different levels of the hierarchy of strategic intent is facilitated by techniques
such as the balanced scorecard that we discuss next, s

Balanced Scorecard Approach 1o Objectives-setting

The performance management system called balanced scorecard, developed b}) Robert S. Kaplan and David

Norton.of Harvard Business School, seeks to do away with the undue emphasis wR-short=teFm Tinancial
objectives amdSeeks 1o improve organisational performance by focusing attention on measuring and manag-

ing a wide range of non-ﬁnancia]: operational objectives. Later, the System application was enlarged to
include its usage as a comprehensive strategic planning technique. In doing so, the balance scorecard ap-
proach sdvocates 2 ‘dwf“ app r_‘:;“’h to performance management, starting !with strategic intent being
expressed through the organisation, down to operationally relevant targets, 3 Exhibit 2 ‘ g
scorecard model. ’ e .7 shows the balanced
The balance scorecard model requires an evaluation of organisational ’

; performance fi t

perspectives. ‘ rom four diffcren

fjﬂaﬂda]rcmpcfﬂm Thlspersr’ectlveconsidcrslhcﬁna:{cia!mcasuresarisingf'romthe trategic intent
) ) strategic 1n

- ation. Examples of such measures are rey :
of the asganisalion P =Xchues, eamnings, return on capital and cash flow.
—--—-\__‘-_-

PN
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Exh“’ﬁ 9.7 The Balanced Scorecard Model

How do we lock to shareholders?

Fi , ;
inancial Perspective

. Objectives
How do customers see us? Tatgele What must we excel at?
Customer Perspective Intarnal Process Perspective
Objectives Targels |<—— Vision & Strategy |_,. Objeclives * Targets

Y

Learning /| tion
Pemp%b' ' /

Objectives " Targels

How can we sustain our ability to change and improve?

Source: Based on R.S. Kaplan & D.P. Norton, The Sirategy-focused orientation: How Balanced Scorecard Com-
panies Thrive in the New Business Environment, Boston, Harvard Business School Publishing, 2000 and R.S.
Kaplan & D. P. Norton, The Balanced Scorecard: Translating Strategies into Action, Boston, Harvard Business

School Press, 1996.

easures thability of the organisation to provide quality

Customers’ Perspective This perspective m
Il customer satisfaction. Examples of such measures are

goods and services, effective delivery and overa
market share, customer satisfaction ‘measures and customer loyalty.
1 e— g

T,

Internal Businesses Pf!.fpé(‘lfl’c Internal business processes are thc(@cchanisms through which per-
formance expectations are achieved. jThe internal businesses perspective provides data regarding the internal

business results against measures that lead to financial success and satisfied customers. To mect the organi-

sational objectives and customers expectations, organisations must identify the key business processes at
quality measures and efficiency.

which they must excel. Examples of such measures are productivity indices,

Leaming and Growth Perspective This perspective focuses on thelability of the organisation to man-
age its businesses and adapt to change. ;n order to face the challenges 0 nges in the environment and
customer expeg lations, organisations ke on new responsibilities that require its employees to develop new

skills and capabilities. Examples of such measures aré morale, knowledge, employee tumover, usage of best

Practices, share of revenue from new products and employee suggestions. | -
Kaplan and Norton used the technique of strategy maps that provide a visual representation of the organi-

sation’s strategy. In such maps, the four perspectives were connected to cach other in a ‘cause and effect’

fashion, thus making clear the relationship of all the strategic objectives to the strategic intent of the organi-
Sation. A typical strategic map is Shown in Exhibit 2.8.
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Exhibit 2.8 A typical strategy map

Long term sharéholdsr value

—— ——

rove cost Improve cost
Financial improve cost Improve cost Imsptructure i
perspective slructure struciure
Cuslomer Value Proposition ‘
i ip Brand .
p?r’:mﬁ{, Price Quality Availability Selaction Functionallty Sarvice Partnership Bra
A A A A
. Regulatory &
warw | [ Goene | [ St || pontion || " S
i nageme
perspoctive Proc%sses Procgesses ' Frocegsa Processes
A A A .
i Human capital
Itler;r:a;;g; ~information capital
perspective : Organisation capital :
Gl Leadership Alignment Teamwork

Source: Based onR.S. Kaplan & D.P. Norton, The Strategy-focused orientatlon: How Balanced Scorecard Corn-
panies Thrive in the New Business Environment, Boston, Harvard Business School Publishing, 2000 and R.S.

P

 Kaplan & D. P. Norton, The Balanced Scorecard: Translating Strategies into Action, Boston, Harvard Business
School Press, 1996. BT . il

G e

B 1 ""'\ s E
Qur purpose here is to note that objective-setting can use the balanced scorecard approach. The four

p,ers.pecti\res' ab_o.ve can help an organisation to set objectives. The utility of the balanced scorecard approach
lies in the prioritisation of key strategic objectives that can be allocated to each of these four perspectives and
the identification of associated measures that can be used to evaluate organisational progress in meeting the

objectives.

1.

In practice, the balanced scorecard approach works something like this:
The development of the scorecard begins with the establishment of i
. 4+ v ¥ ™ the or, ‘_._,._ ic i
including the vision and mission, ) ' ETTSANON 5 srateg nienl
Next, the design of the balanced scorcca@s determined by iderit' i '
, the de : it ifying the spec 3

the four perspectives. The Specific sfrategies that should be fonnulateg and im lf N me:;llfes Tf-fl.ated -
O il detemingd _ plemented to realise that

lowing step involves mapping the strat / @ .
The following step ppLng a egm?il_g_h theGdc 1cation Qf_‘QIBangqt_io_na_i I_leIVIIlC“\

that are derived from the stratcgies. For example, achieving Tinancial .
of sales growth and revenue growth, > C=ng inancial growth may be expresscd in terms

[n the final stage, metrics that can be used to aceuratel re the . ,
ZESTTRREL T 16 Eample dbov, s ooy s e o1 e rganistion

the specific areas ar S TOL TOVEI e oy s o
f sales to new cuslomers, sales of new services or prod nue growth may be expressed in

ucts or cmry into new markets.

ferms O

n ner
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The balanced scorecard approg .

of implementation of the balanceg score card Popular around the world, including India. In a study

follows: approach 33 Indian companics, the major findings were as

o Thebalanced scorecarg adoption iy
its growing popularity,

o The financial perspective has been
perspectveShareholdcrs?
tive in that order.

o Thedifficulty in assigning ‘we: . . '
eﬁ‘&;z:a’ﬁ%rlﬂ]‘igﬁ agongiﬁ%e‘m the different perspectives and in ‘establishing the cause and

s & csepers Cliv * LS AT . t
mentation 0T the balanced soos Pectives’ has been found to be the mostritical issuen the imple-

) ecard approach in -
There is enough practical evidence to sugges corporate India

become quite

Indian
“0rporate sector matches that of the United States, indicating

und 1o be i,

. € most | : ' ,
Perspective, interna] pyci Important perspective, followed by customers

usIness perspective and learning and growth perspec-

question for discussion,

critical Success Factors /g-/,a.ﬁ?; o Jactpts / ;um& Tac o &L

Many of us occasionally ask ourselves questions like: What do

dies? " , . we need to do in order to be successful in—
our StuCies? QUT career * our profession? our marriage? Similarly, managers too are concerned about knowing

those critical factors u:*h ich lead to success for their organisations. Critical success factors (CSFs); sometimes
referred to as sirate ic factors or key factors for success, are those which are crucial for organisational
success. When strategists consciously k-for-such-factors-and ake-them-into"cohsideration Tor stralepic
~mmagEment, they are likely to be more successful, while putting in relatively less efforts.

A shoe manufacturing company may consider the following CSFs: high manufacturing quality, cost effi-
ciency, sophisticated retailing, a flexible product mix and creation of a product image. Toothpaste is a very
personal product and so, it enjoys a high brand loyalty. Besides this, four qualities are important in tooth-
pastes: form, flavour, foam and freshness. A company manufacturing toothpaste has to excel in these quali-
ties besides building up a high loyalty, in order to be successful. In general, service organisations exist on the
basis of the quality of their customer service. But there are other CSFs too. A courier service, for instance, is
aritically dependent on three factors: speedy despatch, reliability and price. Observe from these examples
that if organisations keep in view the relevant CSFs, these can be used for objective-setting as well as for
exercising a strategic choice (we will deal with the latter in a subsequent chapter).

Steiner, based on a study related to identifying strategic factors which are important in different busi-
nesses, confirms that ‘there are indeed strategic factors needed for the success of a business and they can be
identified.’?® Seen in this ki ght, the eight attributes of excellence found by P‘ctc_rs and Waterman could be -
considered as generalised CSFs across several different Amerif:an industries.*®

Rockart has applied the CSFs approach 1o several organisations through a three-step procedure fc{r detex"-
mining CSFs. These steps are: to generate the success factors (‘vz/ha‘t does it take to be' successful in busi-
ness?"), refining CSFs into objectives (‘what should the orgapm_atnon s goals and objectwes.be 'Wltffll reshp:zct
to CSFs?) and identifying measures of performance (‘how will we km{aw whcther the organisation has been

” on 37 | '
mgﬁif:: t‘::att}:::f;;:}(};r gcey factors for success, as he ca!ls.them). as a basic busir!ess strategﬁ for COEI[?EH;Ig
wisely in any industry. He suggests identifying the CSFs in an industry or busmess_and then to lgi_ec att
concentration of resources into a particular area where the company secs an opportunity lm g;m szgfu lt(imn
Srategic advantages over its competitors.”® Resources are allocated to a particular area only w c;! 9 t]cc ‘;FS
are set for achjevement in that area. A strategy based on CSFs would, therefore, require setting objectives for

those CSFs also.

n ner
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Some points regarding CSFs are worth noting: o order to be successful in g

, doi
I A set of CSFs is the result of asking the question: what do we need to

particular context izt ]
‘ o on an elaborate procedure or
2. CSFs are based on practical logic, heuristic or 8 rule of thumb rather tha '
n esoteric theoretical model. ¢. which lcads to the development of intuition,
¥

3. CSFs are the results of long years of managerial cxperie.nc
judgement and hunch for use in strategic decision-making. ,
. ed on the manager
4. An analysis of what relevant CSFs operatc in @ pamculal: context could b(? bas ger's
statements, expert opinions and organisational success storics.
S. CSFs could also be generated internally through crealive techniques § o
6. The use of CSFs in objectives-setting and strategic choice distinguis €S
from the unsuccessful ones. o 3
i g objectives in those arcas and devising mea-

7. CSFs are used to pinpoint the key result areas, determining objec! catfi
sures of performance for judging the objective-achicving capability of any OFganISation-

uch as brainstorming.
he successful organisations

CSFs need key performance indicators in order to be measured.

Key Performance Indicators

Performance indicators are well understood as being metrics or meas
measured.evaluated or compared. Key performance indicators (KPIs)
which the critical success factors are evaluated. What makes the KPIs
and ultimately, to the vision of the organisation. An organisation might have the vision ‘to be the most

profitable company in our industry’. For making this vision operational, it needs to determine KPis such as
pre-tax profit or shareholder equity that measure profitability. In the case of this organisation, the per cent of
profit contributed to community causes will not be a relevant KPI. For an organisation, that states its vision
‘to be a responsible corporate citizen the KPI of per cent of f)roﬁt contributed to community causes 15

L4 g

ures in terms of which performance is
are the metrics or measures in terms of
‘key’ is their relationship to the CSFs

appropriate. - ;

Identification of which KPIs to use is important. A shoe manufacturing company that considers high
manufacturing quality or cost efficiency as its critical success factors, has to think of metrics in terms of
which it will measure these parameters. High manufacturing quality will have to be expressed in terms of an
indictor such as recall rate after delivery, product reject rate, on-time delivery or number of complaints. The
company has to determine which combination of metrics it would use to determine whether it is successful.
KPIs thus help to quantify the critical success factors. S

Selecting the right measures is vital for effectiveness. Ever more importantly, the metrics must be built
into a performance measurement system that allows individuals and groups to understand how their behav-
iours and activities are fulfilling the overali corporate goals. If a KP1 is going to be of any value, there must
be a way to accurately define and measure it. “To Generate More Repeat Customers” may apparently seem to
be impressive as an objective, but it could be inappropriate as a KPI without some way to distinguish between
new and repeat customers. ‘To Be Th(? Most Popular Company’ may not work if there is no way to measure
the companys popularity or compare it o its competitors. If a company wishes to be ‘an employer of choice’
then a relevant KPI might be ‘the number of voluntary resignations divided by the total number of employees
at the beginning of the measurement pcrioc.i'. To make this KPI practical, the human resource rnanaoer;lem
information system should be able to provide informaltion required to measure on the basis of this nt;etrics,

. otherwise the KPI itself becomes redundant.

Benefits of KPIs KPls have geined importance as well as popularity in the corporate world as they have
or benefit in using KPIs s to help an organisation define and megsure progress

n ner
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toward its objectives,

KPls give ey .
N eryonc ! X 3
they need to do to accomplish objectives Tll: the organisation 5 clear picture of what is important and what
cestowards achicvement of it Ohjcctivc; K]E{ arca thPf'ul taol for organisations to motivate their employ-
pevelopments in the arcas of businegs ml 1l sareapplied in business intetligence to gauge business trends.
development of saphisticated informa(i * . ence and busincss performance management are enabling the
tional performance at a glance, in fiﬂlon technology based tools such s dashboards that show organisa-
henchmarking the performance of an or‘infiom? of visual charts and videos. KPls can also be used for
came industry. Banisation over time and 1o compare ils performance with rivals in the
Having seen what CSFs and K pis are and | '
e X 10w they can be us i ision-maki
reiterate our position on the hicrarchy of s ¥ can be used [or strategic decision-making, we now

ategic intent, An explicit structurin ' f i
: . S o ) - g of the hierarchy of a strategic
intent has important implications for strategic management, First, it serves as a charter of aims the organisa-

ﬁm.‘ pla.;;.todf cth Ve Sccol? (:’ i helpful in laying down the aims of different sub-systems within an organi-
sahion. 11rc, 11152 POFWT u mcaps of commt{mcaling the organisational intent down the line. And, fastly, it
ensures the (I:rca_hon of a result-oriented organisational system set to attain the mission and realise the vision
of the organisation.

With the hicrarchy of strategic intent, the organisation knows the answer to the question; What is to be

achieved? The next important question is: What are the means to be adopted in order to realise the intent?
The next part of this book will answer this question.

Lot mm mcmmitmmtioe deccn fa hmiin Tha idan ~f
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