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the P ot Strategic benchmarking, Performance benchmarking is comparing one's owil
performance Wi that of some other organisation for the Durpose of determining how good one’s Own
o' s bl g ot s o g o
:[her srgansatons 0 achievi th;:‘:%i:g%::c @g'  significant decisions and actions undertaken by

When one is interested in determining against whom it should compare itself, then there could a different
classification into four types pf benchmarking, Insermal benchmarking is comparison between units or
dcpwcnts of the same organisation. Compefitive benchmarking is direct comparison of own performance
against the best competitors. Functional benchmarking iscomparison of processes of functions against non-
compefitive organisations within the same sector or technological area. Generic benchmarking is comparison
of own processes against the best practices anywhere, in any type of organisation. - :

A firm could attempt benchmarking at several levels using the different types of benchmarking. The main

* purpose should be to find out the best practices so that one could conform to it. But before one does that,

benchmarking is enough to show where a firm excels or lags behind. This is helpful in assessing the strengths
and weaknesses of an organisation and determining its capability. ‘ i

Despite its ]?op_ularity in industry and elsewhere, benchmarking has some limitations. First, it is a tough
process t0 use, 1S time-consuming and expensive and reguires a high level of commitment. Secondly, it serves
little purpose if it is used sporadically. It needs to be done on a continuous basis for effective results. Thirdly,
financial statements of publicly-held companies are easily and openly available and therefore, organisations
may be tempted to do much of benchmarking on the basis of these. However, it must be remembered that
financial statements provide lagging indicators and may not be really useful as the basis for benchmarking.
Lastly, it may be difficult to find comparable benchmarking candidates in all types of areas and activities and
organisations may have to rely on the second-best available choice.

Comprehensive Analysis . -

While it would be useful to use a range of Mﬁwme strengths and weaknesses of a

firm and to determine its capability, a better way is to use a combination of techniques, as each one of these

have a different purpose and limitations. A comprehensive analysis helps to deal with these limitations. We

describe below three popular methods and techniques of key factor rating, business intelligence systers and

balanced scorecard for p?’mg a comprehensive analysis. ' o
om

1. Key Factor Rating 45 comprehensive method, which can be used in association with a financial analy-
sis, is that of key factorrating. . - - = .~ 7~ g o :
Many systems have been evolved by consultants (for a detailed discussion, see Reference 14) to assess
organisational strengths and weaknesses. Essentially, these systems are based on rating, depending on a
number of key factors, each of which is analysed on the basis of a series of thoughtful and penetrating
questions. A detailed study of the areas covered by these questions leads to a reliable appraisal of an

)]5

organisation, _ .
If we consider the different factors that have been mentioned in Section 4.2 under various headings of

functional capabilities, we can suggest the following illustrative questions that can be asked with regard to
the different functional areas. The sequence of questions roughly corresponds to factors included under

different sub-sections dealing with functional capabiffty T Secomrd2——

For financial capability factors ‘ _ . | B
1. Questions related to sources of funds Is the organisation’s capital structure satisfactory? Can the

organisation raise capital in the market? Where does the effective controllership rest? Is the debt-equity
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ratio satisfactory as compared to other competitive organisations? Docs ‘hf‘- .ﬁ nancing P;ttemlca_use tl}e
organisation to be dependent on outsiders? Is the reserves and surplus position healthy? Is re ationship
with banks and financial institutions cordial? N lable? H e
Question related to usage of funds ~ Are adequate investment'OPPO“““me: avalgine: How d.oes “_1
organisation compare with others so far as the dividend record is concerned? What type of relationship
exists with its sharcholders? . . s
Questions related to management of funds How effective and efﬁc:ent are the_ ﬁn.ancml, accounting
and budgetary systems? Docs the management control system satisfy the organisational needs? Whay
trends do the various financial ratios indicate? Have they been satisfactory over the lffﬂ few years? What
strengths and weaknesses does the ratio analysis indicate? Has inflation been taken into account? Wha
is the status of the ongoing projects? Have there been time-and cost-overruns? How far have the tax
advantages accrucd o the organisation?

For marketing capability factors

i

Questions related to producis or services  Docs the organisa{ion offer the requisitt? variety of products
or services? What is the level of product differcntiation? Does the product-mix satisfy market require-
ments? Are there products which do not contribute to profitability? What steps have been talfen to phase
out such products? How do the products compare with others in the industry in terms of quality, packag-
ing, etc?

Questions related to price What pricing objectives are pursued? Are they oriented towards profit
maximisation or sales revenue maximisation? Do the pricing policies conform to market requirements?
Docs the organisation avail of price protection and other advantages available to it?

. Questions related to promotion  Does the organisation use relevant promotional tools? Are the differ-

ent forms of promotion used effectively in generating sales? What does market research indicate with
regard to promotion and public relations? Are the funds allocated to promotion being used effectively?

4. Questions related to integrative and systemic factors How does the organisation compare with others

or operations capability fdctors
1.

=

-
+

or personnel capability factors

of its kind in terms of market standing and image? What strengths and weaknesses are there in the
marketing organisation? How effective is the marketing management information system?

Questions related 16 the production system Does the plant location offer any unique advantages or
disadvantages? Is the layout appropriate? I the plant capacity of the requisite level? Do work systems
support efficiency and productivity? What is the extent of vertical integration? Does it offer certain

_ unique advantages to the organisation? s m e . .
. Questions related to operations and control s aggregate planning able to absorb short-term demand

fluctuations? Is there an adequate supply of the factors of production? Does the organisation have any
unique advantages with respect to its factors of production? Is the material supply system reliable? Does
the organisation have access to sources of material supply not available to its competitors? What is the

efficiency and effectiveness of the inventory control system? How effective are the cost, quality and
maintenance systems?

Questions related to the R & D system  Does the organisation
respect 1o its R & D personnel, facilities and technology? Do
access 1o the latest technology? How far do technology collab

possess certain distinct advantages with
es it possess patent rights? Does it have
orations benefit the organisation?

Questions related 10 the personnel sysiem How effective are the various personnel systems like man-
power planning, selection, development, etc'? What importance does the personnel function enjoy within
the organisation? :
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I relations

:if‘i::f:;?z;?::fy‘-‘g;:ﬁanagemcm relationship amicable? Have the outstanding issues been resolved?

elfare and security m © System of collective bargaining work? Does the organisation offer safety,
v isfact casures over and above the statutory requirements? What is the general level of
employee salisfaction and morale? Does it benefit the organisation in terms of competitive advantage

through increased productivity and Jow cost?

For information management capability factors

1. Questions related 10 acquisition and retention of information Where does the organisation stand with
respect to the sources, quantity,

. . nlity, quality and timeliness of information for decision making? What is the
level Qf IS retention capacily for information? How secure are its information systems?

2. Questiony !:c?a!ed to processing and synthesis of information How well does the database manage-
ment work In the organisation? What is the state-of-the art with respect to computer systems and soft-
ware capability of the organisation? What is the level of its ability to synthesise information?

3. Questions related 1o retrieval and usage of information 1s the availability and appropriateness of the
information format adequate? What is the capacity of the organisation to assimilate and use information?

4. Questions related to transmission and dissemination 'What are the speed, scope, width and depth of
coverage of information in the organisation? What is the level of willingness on the part of managers to
accept information? :

S. Questions related 1o integrative systemic and supportive factors 'What is the situation regarding the
availability of the IT infrastructure within the organisation? Is it relevant and compatible with the
organisational needs? Does the organisation carry out regular and periodical upgradation of its IT facili« «
ties? Is there willingness on the part of the top management to invest in the latest IT systems? Are
competent IT professionals available within the organisation? Does the top management support IT
application within organisation? '

For general management capability factors
1. Questions related to general management system Does the organisation use strategic management
systems and what is the level of their effectiveness? Have the mission, purposes and objectives been
identified clearly? What is the effectiveness level of the strategy formulation, implementation and evalu-
ation processes? Is the management information system reliable? Does the organisation possess distinc-
+" '¢ advantages with respect to its corporate planning syste'm? Are the rewards and incentives systems
for top managers consistent with the achievement of objectives? o

2. Questions related to general managers Docs the top management possess ‘th.e required orientation to
implement strategies? As compared to similar organisations, whatare the qualities and capablhu?s of the
gerieral managers? Do these qualities and capabnllufes offer any unique advantages to the prg:}xusanon?

3. Questions related to external relationships ‘Wl?al is lhp !elvel of influence tt%:n t.hc organisation has on
governmental regulatory institutions and financial institutions? Is the organisation able to manage its
public relations well? Does the organisatiox} d.ischarge- its social reslpomnbdm‘cs well? How does the
organisation compare with regard to its public image with respect to its competitors? '

4. Questions related 10 orgam'safianal climate D.ues the organisational culturc.support the achfcvemeut
of objectives? Is the use of power, political equations and the lhalance of vested interesty cupdumc to the
achievement of its objectives? Do these factors offer any unique udvantages? How effectively dou, the
organisation imbibe strategic changes? Is the nature of organisational structure and controls consistent

with strategy implementation?
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ratio S_atls'f actory as compared to other competitive organisations? Does the financing pattern cause the
Orgamisation to be dependent on outsiders? Is the reserves and surplus position healthy? s relationship
with banks and financial institutions cordial?

Q!ff.s'!fnn .rt-lan-d 10 usage of funds  Ate adequate investment opportunities available? How does the
organisation compare with others so far as (he dividend record is concerned? What type of relationship
exists with its sharcholders?

Questions related 10 mannpement of funds  How effective and efficient are the financial. accounting
and budgetary systems? Docs the management control systern satisfy the organisational needs? What
trends do the various financial ratios indicate? Have they been satisfactory over the last few years? What
fdrcnglhs and weaknesses does the ratio analysis indicate ? Has inflation been taken into account? What
15 the status of the ongoing projects? Have there been time-and cost-overruns? How far have the tax
edvantapes accrued to the organisation?

For marketing capability factors

1.

r>

Questiony related to products or services Docs the organisation offer the requisite variety of products
or services? What is the level of product differentiation? Does the product-mix satisfy market require-
menis? Are there products which do not contribute to profitability? What steps have been taken to phase
out such products? How do the products compare with others in the industry in terms of quality, packag-
ing, etc?

Questions related to price. What pricing objectives are pursued? Are they oriented towards profit
maximisation or sales revenue maximisation? Do the pricing policies conform to market requirements?
Does the organisation avail of price protection and other advantages available to it?

. Questions related 10 promotion  Does the organisation usc relevant promotional tools? Are the differ-

ent forms of promotion used effectively in generating sales? What does market research indicate with
regard to promotion and public relations? Are the funds allocated to promotion being used effectively?

. Questions related to integrative and systemic factors How does the organisation compare with others

of its kind in terms of market standing and image? What strengths and weaknesses are there in the
marketing organisation? How effective is the marketing management information system?

‘or operations capability factors

lb

-

Questions related 1o the production system Does the plant location offer any unique advantages or
disadvantages? Is the layout appropriate? Is the plant capacity of the requisite level? Do work systems
suppon efficiency and productivity? What is the extent of vertical integration? Does it offer certain
unique advantages to the organisation? .

Questions related 1o operations and control  Is aggregate planning able to absorb short-term demand
fluctuations? Is there an adequate supply of the factors of production? Does the organisation have any
unique advantages with respect to its factors of production? Is the material supply system reliable? Does
the organisation have access to sources of material supply not available to its competitors? What is the
efficiency and effectiveness of the inventory control system? How effective are the cost, quality and
maintenance systems? '
Questions related 1o the R & D system  Does the organisation possess certain disﬁi:.lct ady antages with
respect 10 its R & D personnel, facilities and technology? Does it possess patent rights? Does it have

access to the latest technology? How far do technology collaborations benefit the organisation?

or personnel capability foctors

d to the personnel system  How effective are the various personnel systems like man-

f relare fr : . . .
st development, etc.? What importance does the personnel function enjoy within

power planning, selecuon,
the organisation?
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2. Questions related to organisationa
pare with others of its kind in ter
tages with regard to the quality of j

Land employee characteristics : How does the organisation com-

t3 of corporate image? Does the-organisation possess unique advan-
S ma 4 . . . H

an employer? What special benefits 4 nagers, Staff 81.1(1 workers? How is the organtsation perceived ag

oes the organisation offer to its employees that others do not offer?.

jons relate i : ;
> ?ell‘;tigns? Is the jn:i::;;?i:ehﬂons. Wl}at i§ the organisation’s record with regard to industrial
‘How effectively does the sfste;nt ;elal“’“s_hlp amicable? Have the outstanding issues been resolved?
welfare and security meas of collective bargaining work? Does the organisation offer safety,
ures over and above the statutory requirements? What is the general level of

employee satisfaction and morale? Does j i eation 3 =
: i ¥ Does it benefit the or titive advantage
P i productivity and o e glanlsa.lzon in Ferms of COmpfe’ o 8

For information management capability factors :

1. Questions related to acquiﬁf ion and retention of information - Where does the orgﬁnis_ation stand with
 respect to the sources, quantity, quality and timeliness of information for decision making? What is the
- “level of its retention capacity for information? How secure are its information systems?. .
2. Questions r.elated f0 processing and synthesis of information  How well does the database manage-.
ment work in the organisation? What is the state-of-the art with respect fo computer systems and soft-
ware capability of the organisation? What js the level of its ability to synthesise information?
3. Questions related to retrieval and usage of information " I the availability and appropriateness of the
information format adequate? What is the capacity of the organisation to assimilate and use information?-
4, Questions related to transmission and dissemination” What are the speed, scope, width and depth' of
coverage of information in the organisation? What is the level of willin gness on the part of managers to
accept information? . sow ow oaE g ey _ T SR
5. Questions related to integrative systemic and supportive factors ‘What is the situation regarding the
availability of the IT infrastructure within the organisation? Is it relevant and compatible with the
organisational needs? Does the organisation carry out regular and periodical upgradation of its IT facili-
ties? Is there willingness on the part of the top management to invest in the Jatest IT systems? Are
competent IT professionals available within the organisation? Does the top management support IT
application within organisation? T R

(I .

For general management capability factors o
1. Questions related to general management system Does the organisation use strategic management’
systems and what is the level of their effectiveness? Have the mission, purposes and objectives been
identified clearly? What is the effectiveness level of the strategy formulation, implementation and evalu-.
ation processes? Is the management information system reliable? Does the organisation possess distinc-
* e advantages with respect to its corporate planning system? Are the rewards and incentives systems
for top managers consistent with the achievement of objectives? . e T R
2. Questions related to general managers . Does the top management possess the required orientation to’
. implement strategies? As compared to similar organisations, what are the qualities and capabilities of the'
gerieral managers? Do these qualities and capabilities offer any unique advantages to the organisation?
3. Questions related to external relationships . What is the level of influence that the organisation has on
governmental regulatory institutions and financial instit'utions? Is the organisation able to manage its
public relations well? Does the organisation d-jschargel its social responsibilities well? How does the
organisation compare with regard to its public image with respect to its competitors? = L
4. Questions related to organisational climate Dpes the organisational culture support the achievement
of objectives? Is the use of power, political equations and the })ﬂlance of vested interests conducive to the
achievement of its objectives? Do these factors offer any unique gdv_anta_lgcs? How'bfch_tiveiy_@oes the
organisation imbibe strategic changes? Is the nature of organisational structure and controls consistent

with strategy implementation?
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Key factors rating is quite a comprehensive method as you can observe frf)m the range of issues co‘vered, ‘Yet,
it has some limitations. First, its comprehensiveness may make it an Uf:Wle}dY method to Mok It ‘f”“ require
variety of information from different parts of an organisation, making it a 51'0“’ and u?efﬁcwnt metflod.
Secondly, this method is basically a subjective method as managers have to assign the rating on the b-ams of
their judgement, Subjectivity has its limits and would require improvement based on reference to objective
factors as one set of factors after the other are considered. Lastly, the key factof rating method needs to be
dovetailed with the audit processes that are ongoing in otganisations, otherwise there is a possibility of

evaluation efforts being duplicated. . . )
Having answered the questions for each of the functional areas detailed above, the strategists are in 5

position to pinpoint the strengths and weaknesses in each of the functional areas. Based on this, the
organisational capability can be judged.

2. Biisiness Intelligence Systems Information technology has made a huge impact on the way organi-
éns use their information systems for organisational appraisal. Methods like key factors ratipg and Bal_
ced sco are implemented by the means of sophistic_al 00/]5 to make them feasible for the purpose
of decision-making. Business intelligence is one of the concepls used for discovering knowledge from vari-
ous internal and external data repositories available to an organisation, to support effective decision-making,

Business intelligence (BI), a term coined by Howard J. Dresner of the Gartner Group in 1989, became
popular in the late 1990s. BI is defined by the Gartner Group as ‘a broad category of applications and
technologies for gathering, storing, analysing, and providing access to data to help enterprise users make °
better business decisions.’'® The applications of BI include the activities of decision support systems, query
and reporting, online analytical processing (OLAP), statistical analysis, forecasting and data mining.

Bl can help an organisation in strategic and openjational"decision-making.,A Gartner survey ranked the
strategic use of Bl in the following order:"’ LE R D s e o

1. Corporate performance management ; o -

2. Optimising customer relations, monitoring business activity and traditional decision support
3. Packaged stand-alone BI applications for specific operations or strategies -

4. Management reporting of business intelligence EX BN :

Among these, the issue of corporate performance management is of interest to us here. This application
can be used to uncover the strengths and weaknesses of the organisation and can help in determining the
organisational capability. Among several techniques in corporate performance management, is the immensely
popular one of the balanced scorecard. vow i A ; 5,

3. Balanced Scorecard  The balanced scorecard method is discussed in Section 2.5 where we described
how it can be relevant for objective setting in organisations. Here we need to focus again on the balanced
scorecard as a means of assessment of strengths and weaknesses of an organisation. Proposed by Robert S.
Kaplan and David P. Norton, balanced scorecard attempts to do away with the bias in performance measures
towards financial indices and tries to build a holistic system of measurement. Balanced scorecard is consid-
ered 25 “a set of measures-that gives top managers a fast but comprehensive view of the business.... (1
includes financial measures that tell the results of actions already taken. And it complements the financial
measures on customer satisfaction, internal processes, and the organisation's innovation and imbrovement
activities—operational measures that are the drivers of future financial performance.’®

balanced scorecard idcntiﬁesfw@ﬁmmm a follgws:
1 tomer perspective: ‘How do customers see us?’
2. )ﬁ%fnﬁglﬁiness perspective: “What must we excel at?’
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trengths and weaknesses of e
:uateggic management smg;“é’ffamanon m iszessed. The balanced scorecard is per se a comprehensive
| us:f(.)r i l'““‘f’d purpose here, it could as well be used as a means to
critical areas of performance engb| $nan Organisation. Keeping score of the strengths and weaknesses in

A comprehensive picture of org:? qll_lannltatwe as well as qualitative analysis of the organisation.
: isationa ili . s
organisational appraisa], capability can be prepared through structuring the process of

'

ocC
45 STRUCTURING ORGANISATIONAL APPRAISAL <_ o : P
Just as environmental appraisal is structured through i .
el see Chaptex 3, ugh an environmental threat and opportunity profile (for

organisational appraisal can also be structured through various techniques. For in-
s‘tance, %f:k Proposes a preparation of the strategic advantage profile (SAP) where the results of organisa-
tional appraisal are presented in a summarised form.2’ Another approach, suggested by Rowe et al, is to
prepare acompany capability profile as a means for assessing a company’s strengths and weakness in dealing
with the opportunities and threats in the external environment.2! We propose a similar approach here of
making an organisational capability profile, which can be summarised in the form of a strategic advantage
profile. The SAP is then matched with the environmental threats and opportunity. profile, prepared while
structuring t_he Icnvirqnméntal appraisal, in order to look for strategic alternatives and exercise a strategic
choice. s ® b " OB s w oo ‘7 .

Preparing the Organisational Capability Profile ¢ B g =3 -

The organisational capability profile (OCP) is drawn in the form of a chart as depicted in Exhibit4.12, which
shows a summarised OCP. The strategists are required to systematically assess the various functional areas
and subjectively assign values to the different functional capability factors and sub-factors, along a scalé
ranging from values of -5 to +5. A detailed OCP may run into several pages where each of the sub-factors
constituting the different functional capability factors can be assessed. In this manner, a summarised OCP, as

shown in Exhibit 4.12, may be prepared. ._ -
,Exhlblt412 _:-éu'mrneirizsed'fﬁrrn of_o@énimlipﬁat qapabi!it_y profi_le | ‘ S
. Capability factors = - "~ - " ‘Weakness . Normal Strength

. " " __.r-_ . PET . __5 .I 0 . +5 R
1. Financial capability factors : ‘ .
7 - (a) Sources of funds
() Usage of funds

(c) Management of funds
fia ' L o .
2. Marketing capability factors -
""" '(a) Product-related

(b) Price-related

' (c) Promotion-related - |
“ . (d) Integrative and systematic
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3. Operations capability factors e g v “ )
(@) Production system o , " S
~(b) Operations and control system | o * Hh

. {c) R&D system

~4. Personnel capability factors
(a) Personnel system -
(b) Organisational and employee characteristics
(c) industrial relations

5. Information management capability factors
(a) Acquisition and retention of information
(b) Retrieval and usage of information _
(€) Processing and usage of information ' ' :
(d) Transmission and dissemination of information
{e) Integrative, systemic and supportive

6. General management capability factors
(@) General management systemn
(b) External relations
(c) Organisational climate
After completion of the chart, the strategists are in a position to assess the relative strengths and
weaknesses of an organisation in each of the six functional areas and identify the gaps that need to be cor-
rected or opportunities that could be used. The preparation of an OCP prévi_des a convenient method to
determine the relative priorities of an organisation vis a vis that of its competitors, its vulnerability to outside
influences, the factors that support or pose a threats to its existence and its overall capability to compete ina
given industry. L L N S S ' : "
aring the Strategic Advantages Profile. " i
/h ased on the detailed information presented in the OCP, it is possibie to prepare a concise chart of strategic
-advantage profile. An SAP can also be prepared directly when students analyse cases during classroom
learning, without making a detailed OCP. (An SAP provides ‘a picture of the more critical areas which can
have a relationship with the strategic posture of the firm in the future’ 2 - o '

In Exhibit 4.13, we provide an illustration of an SAP drawn for a hypothetical company in the bicycle
industry. The main business of the company is in the sports cycle manufacturing for domestic and exports
markets, This example relates to a hypothetical company, but the illustration is realistic (recall that we used
the same example to prepare an ETOP in Chapter 3; for details refer to Exhibit 3.15).

The SAP presented in Exhibit 4.13 clear]thows the strengths and weaknesses in different functional
areas./For instance, the company has to use its strengths in the areas of operations and general management
areas. A gap is also indicated in the.ﬁnancc area, w‘hich has to be overcome if the company ha§ to Survi‘v‘e ar[d
prosper in a competitive industry !lke thc’ blcycle 1nd93try. .I n marketing, though th? competitive position :s
secure at present, it cannot be said that it will remain so in the futurej. [I‘he SAP Indicates that strategis ;
initiate action to cover the gaps and use the company’s strengths in the light of the environmental threats an
OPPUrmmnes-"? line of action to be adopted for covering the gaps and using the company's strengths in the

The probab emlcmal threats and opportunities is found through considering strategic alternatives at the

light of environ Chapter 6) and the bu siness-level (Chapter 7) and exercising a strategic choice (Chapter 8)-

corporate-level (
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