7.3 COMBINATION STRATEGIES

. : : i ility, expansion or
Combination strategies (also referreq to as n|11xed or hybrid strate]tlgles) are z:inn: I:tiur:e ;tt:fs'eurl:rlllt] %’L - r?esses ) o
retrenchment strategies, applied helther sLmu‘ltane)ously (at the same
: ifferent times in the same business). _ _ o
sque;t;i%glgztgi}fécult to find any organisation that has survived and grown by adoptmg' a t}?mg':zat?:rrl;
strategy. The complexity of doing business dem.and's that djfferent strategies be sf:f)ptetci \t:)esmtf oreqilite o
demands made upon the organisation. An organisation which has followed 2 stability Shf :;' flgy o
time, has to think of expansion. Any organisation \\(hlgh has been on an expansion pat ord(_mg, .
to consolidate its businesses. Multi-busines;1 orgamsatlot}ls——as moslt large a?d medium India comp
—have to follow multiple strategies either sequentially or simultaneous y. '
no“(,:onl;?:i,:r tcl)mese cases of Sompanies which have adopted multipron ged strategies to deal with the complex-
ity of the environment they face. . ‘ . ' ' :
¢ The Murugappa group is a pan-Indian diversified group, with major presence in several businesses suc
as auto components, cycles, tubes and fertiliser_s. Tube Investments of India (TI), a Mumgappa group
company, created strategic alliances in its three major businesses: tubes, cyc!es and Stlt]}")s. EID Parry
Created joint ventures in the sugar industry. Backward integration took place in the fertiliser and abra-
sives businesses. Recent strategic moves have been towards aggressive internationalisation.
¢ ITC Ltd. is a diversified conglomerate having varied corporate portfolio consisting of FMCG, hotels,
paperboards and packaging, agribuéihess_ and IT. Starting in 1910, it adopted backward integration in
1925, into the packaging and printing business. It diversified into hotels in 1975 and agribusiness in
1990. It adopted a turnaround strate gy for the spegiality paper business, Triveni Tissues

has applied practically all t}}pés’ of corporate strategies in

. .

its illustrious history dating back to 1857, Most
recently, it acquired Noyelis to become the world’s lar

gest aluminum rolling company. It has several

- been in Dubai, Singapore and Brazi}, ,
* Candico’s, the domestic confectionery company’
of organic and mnorganic strategies, through strat
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The examples offer just a glimpse of the constant moves that companies in India make in order to surviVe
grow and be profitable,

" Exhibit 7.3 offers yet another rnsrght into the constant efforts that go into making a company proﬁtable
Exhrbrt 1.3 Sequentral combination strategres at Thermax : AR |
Thermax Private Ltd. (formerly Wanson India Pvt, Ltd) was formed In 1966 to make small boilers. Building thelr
~ business definition around the basic customer function of steam generation, they saw the 1973 oil crisis as an

- opportunity and started making coal-fired boilers. From steam generation to water treatment was a logical exten-;
. sion, extended further to manufacturing pollution-control equipment. For the millennium, the company planned
* to focus on heating, cooling and power generation from a single fuel source. The mission of Thermax | is to
. provide sustainable solutions in energy and environment, ) :
A historical analysis shows how the tompany has followed sequentral combination strategres in order to
« ensure survival and growth, :
- The 1960s: - The company is formed; starts maktng corl-type packaged boiler and thermlc ﬂurd heaters :
. The 1970s: Expansion to make the first packaged tube boiler for Indian coal and other solid fuels; Related ' ‘
: diversification into water-treatment plants; Takeover of Tulsi Fine Chemicals and the establish- _
ment of a chemicals division; Expansion for maktng large field-erected borler' Retated drversr-::"

, fication into surface-coating and pollutlon-control equipment. '
The 1880s: Related diversification into energy conservation equipment; Unrelated drversrﬁcatrons into soft- }

~ware, financial engineering, electronics and related to oil-field equrpment prorects Joint ven-?"’-

‘ . .. ture with Deviebiss; Joint venture with Babcock and erlcox _‘

" The 1990s: International strategy of settrng up a resrn ptant in the US Strateg[c allrances wrth fuel supplr- :
: ers; Joint venture with US—based EPS for energy service busrness Related drversrﬁcatron into

- cogeneration busrness drvestment of Thermax Englneennd Construction Company asa.

o . wholly-owned subsrdiary, Jornt venture for Cullrgan Intematronat for water treatment busrness :

. The 2000s: . Faced loss for the first time in 2001 Entlre board of drrectors stepped down; Embarked on .
: : restructuring and turnaround Drvestments from and abandonlng joint ventures in non-core

_ sectors such as etectronrcs and software and focus on core activities in energy and envrron- ,

ment, and powerand chemrcals Contrnual mternal expansron Movrng beyond exports through "
rnternatrona! expansron

) Thermax represents a typrcal company that is trymg to consohdate lts posrtron and absorb the rmpact of the raprd :
- changes and development it has experrenced over the past several’ years Itis attemptlng taincrease its interna- -

- tional presence with hrgher exports and leveraglng its cost advantage supported by technical expertrse inits .
core competence area of energy and envrronment through leveraglng group synergy '

Sources: “Thermax builds up steam” Busmess World, June 21- July4 1989 Pp. 84- 88; “On the bou‘ Busme}sx_
. World, Mar_28-Apr.11, 1889, p,15; "Steenng Thermax through rough times”, Business World, March 22, 1998;
.-“Tightening Trigen", Business India, Sept 20 - Oct 3, 1999, and “Thermax plans to jack up West Asia, South East
;, Asra presence”, Busrness Standard July 22, 20086. .

T]Je rllustratron in Exhibit 7.3 clear]y shows that the effort to survive and grow pr0ﬁtably is Coutrnual and
sustained. Organisations do not depend on one strategy alone and evolve a complex network of combination
strategies to deal with the changing environment. In fact, how to deal with and adapt to envtronmental changes
is what strategic management s all about.
- In order to complete the discussion, it is tmportant 1o note that combination strategies are also used simul-
: taneousry Exhrblt 14 exemphﬁos a company which adopted simultancous combmatron strategres. v

3
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ated field of making non-stick cooking utensils. The US-based

. ! d and beverages com any S i |
its Indian partner in the joint venture Sara Lee‘pTle- ke acq'm-md Pt oibeTIe -

e Jointve ith' ms, TTK LIG bor las Pi
. o Eture with LIG of London, UK for making condoms, TTK LIG bought out Nicholas Piramal's 49-per
ake In the erstwhile Scholl Piramat India, now talled SSL TTK | .

. g:'\'/‘(ie:rt‘r:]:z;stof several busines.ses like TTK Chromate, Timeaids - the clock manufacturers, Rightaids
0 manufacture ball pens and Ink), the toy company Tortoys, TTK Chemicals and TT Cardboard

{paper manufacturers),

" §trategiC alliance of Indian Overseas Bank with TTK Services for offering a range of services to NRIs,
including healthcare to dependants and

: property services in India.”
These several strategies were contemplated with a view to creating fewer companies and only six operating '
divisions within the group..” - . PR : . ‘

Source: “TTK restructures for growth and survival', Business World, Aug.16-

_ | 19, 1989, pp.81 87; “TTK group
aims to shed flab and flex its muscles”, Business Line, Jan 14, 2002:

“On low heat”, Business Today, Nov 2001, °
It is easy to recognise that a complex network of strategies would have sequential as well as simultaneous
strategies which have to be formulated to deal with the complexities of business. . :

A restructuring exercise as the one illustrated in Exhibit 7.3 is an attempt on the part of companies to
formulate several combination grand strategies. In the next and the last section of this chapter we take up
corporate restructuring for discussion.. :.ief oo L L < T


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

A mxdmvmn 7.5 The family tree of strategic m:m_.:ma?m,m at the oo_ﬁo.,mﬁm.,_m<o_

13

-l

‘Corporate-level Strategies

.

3

i

Y

Stability

|

N

No-change/ Profit

Do-nothing

Y

M

Pause/

muanwmmﬁ .
‘with caution

]

. Expansion

Retrench

ment -

o

Turnaro

E_E

o

.

;. Divestment

)

- Comb

Y

ination

Y

Dn:&m:o.: Simultaneous

Seq w::m_

Simultaneous &

R

- Sequential

o

" Concentration

Vertical

f—3 -

Ar. 2

P

Y

“integ

ration

Market
penetration

‘Market
development

Product
development

« : s

Horizontal

Technology-re _m_zma. ]

Marketing- and

technology-related = =

Y
v =

- Diversificati

~ Concentric/ “.H,OQJQ_UBMBWQQ
Unrelated

Related == -

3 '

il

T T e intern
Marketing-related -« -~ .. ", o o T

o

S

7' Multidomestic <

o5

ational ——

bt

-~

o

. B 1
= e ¥
b i
7 H
\\. g ] &
- iz
5 [ .
. 2 T - s
¢ ]
& P
.
3 - e
‘ -
I
.
[
s
3

C

oop

e s

¥

eratiort

N g.mwnmmw & Joint <m::.....m..
>ﬂﬂcmmm.ﬁ_..03. S

rtical =«

Concentric

<, ,,mu_:.u_oim.aﬁmxt

Nw o «

Strategic -
- alliances.

Digitalisation

S : _u_mnY@oBumz:é\...,
] .. ; Zm:-mvanngﬁ - i
L compettive] ¢
o .uW-MdSWWE?QMA.....
.

627 Suunpnisay pue JUBWIYIUANDY ‘Apges saidareng [arat-alesodion

ner


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

