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       Test Series: March, 2016 
MOCK TEST PAPER – 2 

INTERMEDIATE (IPC): GROUP – II 
PAPER – 7: INFORMATION TECHNOLOGY AND STRATEGIC MANAGEMENT 

SECTION – A: INFORMATION TECHNOLOGY 
SUGGESTED ANSWERS/HINTS 

1. (i) Entity in Data Flow Diagram (DFD): An entity is the source or destination of data. 
The source in a DFD represents these entities that are outside the context of the 
system. Entities either provide data to the system (referred to as a source) or 
receive data from it (referred to as a sink). Entities are often represented as 
rectangles (a diagonal line across the right-hand corner means that this entity is 
represented somewhere else in the DFD). Entities are also referred to as agents, 
terminators, or  source/sink.  

(ii)  Business Process Automation (BPA): It is a strategy that is used to optimize and 
streamline the essential business processes, using the latest technology to 
automate the functions involved in carrying them out. BPA allows the organizations 
to extract maximum benefit by using the available resources to their best 
advantage, while keeping the operational cost as low as possible. Doing so helps 
the enterprise to generate greater profits and achieve a level of stability that would 
be hard to realize without the use of automation. 

(iii)  Primary Key: A key that can be used to uniquely identify a row in a table is called a 
Primary Key. Keys are commonly used to join or combine data from two or more 
tables. For example, an Employee table may contain a column named Location 
which contains a value that matches the key of a Location table. Keys are also 
critical in the creation of indexes, which facilitate fast retrieval of data from large 
tables. 

(iv) Cache Memory: Cache memory is used in order to bridge the huge speed 
difference between Registers and Primary Memory.  Cache (pronounced as cash) is 
a smaller, faster memory, which stores copies of the data from the most frequently 
used main memory locations so that Processor/Registers can access it more rapidly 
than main memory. It is the property of locality of reference, which allows improving 
substantially the effective memory access time in a computer system. 

(v) Communication Satellites: Communication satellites use the atmosphere as the 
medium through which signals are transmitted. A satellite is some solar-powered 
electronic device that receives, amplifies, and retransmits signals; the satellite acts 
as a relay station between satellite transmissions stations on the ground (earth 
stations). They are used extensively for high-volume as well as long-distance 

© The Institute of Chartered Accountants of India



2 

communication of both data and voice. It is cost-effective method for moving large 
quantities of data over long distances. However, satellites are very expensive to 
develop and place in orbit and have an age limit of 7-10 years. Signals weaken over 
long distances; weather conditions and solar activity can also cause noise 
interference. Anyone can listen in on satellite signals, so sensitive data must be 
sent in a secret, or encrypted, form. 

(vi)  Secure Shell (SSH): Secure Shell is a program to log into another computer over 
a network, to execute commands in a remote machine, and to move files from one 
machine to another. It provides strong authentication and secure communications 
over insecure channels. SSH protects a network from attacks such as IP spoofing, 
IP source routing, and Domain Name System (DNS) spoofs. An attacker cannot play 
back the traffic or hijack the connection when encryption is enabled. During ssh 
login, the entire login session, including transmission of password, is encrypted; 
therefore it is almost impossible for an outsider to collect passwords. 

(vii)  Operational-Level Systems: These systems support operational managers by 
tracking down elementary activities that can include tracking customer orders, 
invoice tracking, etc. Operational-level systems ensure that business procedures 
are followed. 

(viii) XBRL: XBRL (eXtensible Business Reporting Language XBRL) is an international 
standards-based business reporting language developed by accountants for 
financial reporting. 

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

(x) Management Support Software: These are applications catering to decision-
making needs of the management. They may be further classified based on the 
level of management using them. For example, Management Information System 
are generally used by middle level manager’s for their decision making needs, on 
the other hand Decision Support Systems are used by top management for their 
information requirements.  

2. (a)  Ring Network: A ring network is much like a bus network, except the length of wire, 
cable, or optical fibre connects to form a loop. Local computer processors are tied 
together sequentially in a ring with each device being connected to two other 
devices. A ring network has a decentralized approach wherein when one computer 
needs data from another computer, the data is passed along the ring. It is 
considered more reliable and less costly than star networks because if one 
computer fails, the other computers in the ring can continue to process their own 
work and communicate with each other. Ring networks are relatively expensive and 
difficult to install. Failure of one computer on the network can affect the whole 
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network. Adding or removing computers can disrupt the network. 
 Bus Network: In a bus network, a single length of wire, cable, or optical fibre 

connects a number of computers. All communications travel along this cable, which 
is called a bus. Bus networks have a decentralized approach. There is no host 
computer or file server, which makes bus network reliable as well as easy to use 
and understand. If one of the microcomputers fails, it will not affect the entire 
network. It is less expensive and is easy to extend. A repeater can also be used to 
extend a bus configuration. However, heavy network traffic can slow a bus 
considerably since any computer can transmit at any time. The bus configuration 
can be difficult to troubleshoot. A cable break or malfunctioning computer can be 
difficult to find and can cause the whole network to stop functioning. 

(b)  Risks involved in e-Commerce: The risks associated with e-Commerce are multi-
faceted and are given below: 
♦ Problem of anonymity: There is need to identify and authenticate users in the 

virtual global market where anyone can sell to or buy from anyone, anything 
from anywhere. 

♦ Repudiation of contract: There is possibility that the electronic transaction in 
the form of contract, sale order or purchase by the trading partner or customer 
may be denied. 

♦ Lack of authenticity of transactions: The electronic documents that are 
produced in the course of an e-Commerce transaction may not be authentic 
and reliable. 

♦ Data Loss or theft or duplication: The data transmitted over the Internet may 
be lost, duplicated, tampered with or replayed. 

♦ Attack from hackers: Web servers used for e-Commerce may be vulnerable 
to hackers.  

♦ Denial of Service: Service to customers may be denied due to non-availability 
of system as it may be affected by viruses, e-mail bombs and floods.  

♦ Non-recognition of electronic transactions: e-Commerce transactions, as 
electronic records and digital signatures may not be recognized as evidence in 
courts of law.     

♦ Lack of audit trails: Audit trails in e-Commerce system may be lacking and 
the logs may be incomplete, too voluminous or easily tampered with. 

♦ Problem of piracy: Intellectual property may not be adequately protected 
when such property is transacted through e-Commerce. 

3. (a)  Information is an important resource to an organization and touches all human 
action. It represents an organization’s tangible and intangible resources and all 
transactions relating to those resources. Information influences the way an 
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organization operates. The right information, if it is delivered to the right person, in 
the right fashion, and at the right time, can improve and ensure organizational 
effectiveness and efficiency. The information system is the mechanism used to 
manage and control the information resource. 
Knowledge is power. Knowledge is derived from information. Knowledge represents 
information with a potential use retained for reference in future decision situations. 
Information is necessarily subjective. Information must always be set in the context 
of its recipient. The same data may be interpreted differently by different people, 
depending on their existing knowledge. For example, Rs. 3,450/- is data, my bank 
account has a balance of Rs. 3,450/- is information and if my balance falls below 
Rs. 2,500/-, I shall have to pay minimum balance charge, is knowledge.  

(b)  An Executive Information System (EIS) is the nature of Information System used 
by executives to access and administer the data they entail to make informed 
business decisions. Executive Information System, in itself is not an instrument, but 
rather, an infrastructure within a company. In the hierarchical structure of 
information systems, the EIS is at the pinnacle and is designed to renovate all 
significant data (from project to process to budget) into aggregated information that 
makes sense and brings value to the by and large business strategy. 
As defined, EIS is not a piece of hardware or software, but an infrastructure that 
supplies to a firm's executives the up-to-the-minute operational data, gathered and 
sifted from various databases. The typical information mix presented to the 
executive may include financial information, work in process, inventory figures, 
sales figures, market trends, industry statistics, and market price of the firm's 
shares. EIS is able to link data from various sources both internal and external to 
provide the amount and kind of information executives find useful. These systems 
are designed for top management; easy to use; present Information in condensed 
view; access organization’s databases and data external to the organization. 
Alternative names of EIS are Enterprise Information Systems or Executive Support 
Systems (ESS). The components of an EIS are as follows:  

Components of an EIS 

Component Description 
Hardware Includes Input data-entry devices, CPU, Data Storage files 

and Output Devices. 
Software Includes Text base software, Database, and Graphic types 

such as time series charts, scatter diagrams, maps, motion 
graphics, sequence charts, and comparison-oriented 
graphs (i.e., bar charts) Model base. 

User Interface Includes hardware (physical) and software (logical) 
components by which people (users) interact with a 
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machine. Several types of interfaces can be available to the 
EIS structure, such as scheduled reports, 
questions/answers, menu driven, command language, 
natural language, and input/output. 

Telecommunication Involves transmitting data from one place to another in a 
reliable networked system. 

4. (a) Benefits of Grid Computing are as follows: 
• Making use of Underutilized Resources: Grid computing provides a 

framework for exploiting the underutilized computing resources and thus has 
the possibility of substantially increasing the efficiency of resource usage. Grid 
computing can be used to aggregate this unused storage into a much larger 
virtual data store, possibly configured to achieve improved performance and 
reliability over that of any single machine.  

• Resource Balancing: For applications that are grid-enabled, the grid can offer 
a resource balancing effect by scheduling grid jobs on machines with low 
utilization. This feature of grid computing handles occasional peak loads of 
activity in parts of a larger organization.  

• Parallel CPU Capacity: The potential for usage of massive parallel CPU 
capacity is one of the most common visions and attractive features of a grid. A 
CPU-intensive grid application can be thought of as many smaller sub-jobs, 
each executing on a different machine in the grid. To the extent that these sub-
jobs do not need to communicate with each other, the more scalable the 
application becomes. A perfectly scalable application will, for example, finish in 
one tenth of the time if it uses ten times the number of processors. 

• Virtual resources and virtual organizations for collaboration: Grid 
computing provides an environment for collaboration among a wider audience. 
The users of the grid can be organized dynamically into a number of virtual 
organizations, each with different policy requirements. These virtual 
organizations can share their resources such as data, specialized devices, 
software, services, licenses, and so on, collectively as a larger grid. These 
resources are virtualized to give them a more uniform interoperability among 
heterogeneous grid participants. The participants and users of the grid can be 
members of several real and virtual organizations. The grid can help in 
enforcing security rules among them and implement policies, which can 
resolve priorities for both resources and users.  

• Access to additional resources: In addition to CPU and storage resources, a 
grid can provide access to other resources as well. For example, if a user 
needs to increase their total bandwidth to the Internet to implement a data 
mining search engine, the work can be split among grid machines that have 
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independent connections to the Internet. In this way, total searching capability 
is multiplied, since each machine has a separate connection to the Internet. 

• Reliability: High-end conventional computing systems use expensive 
hardware to increase reliability. The machines also use duplicate processors in 
such a way that when they fail, one can be replaced without turning the other 
off. Power supplies and cooling systems are duplicated. The systems are 
operated on special power sources that can start generators if utility power is 
interrupted. All of this builds a reliable system, but at a great cost, due to the 
duplication of expensive components. 

• Management: The goal is to virtualize the resources on the grid and more 
uniformly handle heterogeneous systems create new opportunities to better 
manage a larger, more distributed IT infrastructure. The grid offers 
management of priorities among different projects. When maintenance is 
required, grid work can be rerouted to other machines without crippling the 
projects involved. 

(b)  Hardware Virtualization: Hardware Virtualization or Platform Virtualization refers to 
the creation of a virtual machine that acts like a real computer with an operating 
system. Software executed on these virtual machines is separated from the 
underlying hardware resources. For example, a computer that is running Microsoft 
Windows may host a virtual machine that looks like a computer with the Linux 
operating system; based software that can be run on the virtual machine. The basic 
idea of Hardware virtualization is to consolidate many small physical servers into 
one large physical server so that the processor can be used more effectively. The 
software that creates a virtual machine on the host hardware is called a hypervisor 
or Virtual Machine Manager. The hypervisor controls the processor, memory and 
other components by allowing several different operating systems to run on the 
same machine without the need for a source code. The operating system running on 
the machine will appear to have its own processor, memory and other components. 
Storage Virtualization: Storage virtualization is the apparent pooling of data from 
multiple storage devices, even different types of storage devices, into what appears 
to be a single device that is managed from a central console. Storage virtualization 
helps the storage administrator perform the tasks of backup, archiving, and recovery 
more easily - and in less time - by disguising the actual complexity of a Storage 
Area Network (SAN). Administrators can implement virtualization with software 
applications or by using hardware and software hybrid appliances. The servers 
connected to the storage system aren’t aware of where the data really is. Storage 
virtualization is sometimes described as “abstracting the logical storage from the 
physical storage. 

5. (a) Benefits of Business Process Automation (BPA) are as follows: 
♦ Saving on costs: Automation leads to saving in time and labor costs.  
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♦ Staying ahead in competition: Today, in order to survive, businesses need to adopt 
automation. 

♦ Fast service to customers: This was not the initial reason for adoption of 
BPA but gradually business managers realized that automation could help 
them to serve their customers faster and better. 

Challenges in implementing BPA are as follows: 
 How can any organization adjust with the increasing demands in an environment 

where, at the same time: 
♦ The number of interfaces with the customers is growing (e.g. phone, fax, email, sms, 

PDA, etc.) 
♦ The product, service and price options have increased the complexity of the 

business 
♦ Most organizations have a whole suite of ‘build and buy’ systems and applications, 

often each with its own data format  
♦ Budgets are being cut. 

(b) Various types of Relationships in an E-R Diagram are as follows: 
(i) One-to-One relationship (1:1) – A One-to-One relationship is shown on the 

diagram by a line connecting the two entities. 
Example: A Teacher may be in-charge of a class. Each class must be in-
charge of by one teacher. 

 
A student has one and only one Report card. Each report card is owned by one 
and only one student. 

 
 

(ii) One-to-Many relationship (1:N) – A One-to-Many relationship is shown on 
the diagram by a line connecting the two entities with a “crow's foot” symbol 
denoting the 'many' end of the relationship. 
Example: A student may borrow some books from the library. A book in the 
library may be borrowed by at most a student.  

 
 

A class is formed by a group of atleast one student. Each student is allocated 
to one and only one class. 

 

Student Book Borrows 

Class Student Formed by  

Teacher Class Is in-charge of 

Student Report Card Owns 
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 Further, a teacher teaches many courses. 
(iii) Many-to-One relationship (M:1) – It is the reverse of One-to-Many 

relationship. 
Example: As in two or more parent records to a single child record. For 
example,  

 
 

When three administrators in a small town report to one minister.  
 
  

(iv) Many-to-Many relationships (M:N) – A Many-to-Many relationship is shown 
on the diagram by a line connecting the two entities with 'crow's foot' symbols 
at both ends. 
Example: A student enrolls in atleast one course. A course is enrolled by at 
least one student. 

 

 
A student may apply for more than one scholarship. Each scholarship may 
receive some applications from student, or none. 

 
 
6. (a)  Cloud Computing Architecture refers to the components and subcomponents that 

typically consist of a front end platform (fat client, thin client, mobile device), back 
end platforms (servers, storage), a cloud based delivery, and a network (Internet, 
Intranet, Intercloud). Combined, these components make up cloud computing 
architecture. Cloud architecture typically involves multiple cloud components 
communicating with each other over a tight or loose coupling of cloud resources, 
services, middleware, and software components. 
The protection in cloud computing depends on having the right architecture for the 
right application. Organizations must understand the individual requirements of their 
applications, and if already using a cloud platform, understand the corresponding 
cloud architecture. A cloud computing architecture consists of two parts - Front End 
and a Back End that connect to each other through a network, usually the Internet. 
The front end is the side the computer user, or client, sees. The back end is the 
“cloud” section of the system. 

Student 
 

Course Enrolls in 

Student 
 

Scholarship Applies for 

 

Parent 
 

Child Records to 

Administrators 
 

Minister Report to 
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• Front End: The Front End of the cloud computing system comprises of the 
client’s devices (or it may be a computer network) and some applications are 
needed for accessing the cloud computing system. All the cloud computing 
systems do not give the same interface to users. For example - Web services 
like electronic mail programs use some existing web browsers such as Firefox, 
Microsoft’s internet explorer or Apple’s Safari. Other types of systems have 
some unique applications which provide network access to its clients. 

• Back End: The Back End refers to some physical peripherals. In cloud 
computing, the back end is cloud itself which may encompass various 
computer machines, data storage systems and servers. Groups of these 
clouds make a whole cloud computing system. Theoretically, a cloud 
computing system can include practically any type of web application program 
such as video games to applications for data processing, software 
development and entertainment residing on its individual dedicated server for 
services.  There are some set of rules, generally called as Protocols which are 
followed by this server and it uses a special type of software known termed as 
Middleware that allow computers that are connected on networks to 
communicate with each other. If any cloud computing service provider has 
many customers, then there’s likely to be very high demand for huge storage 
space. Many companies that are service providers need hundreds of storage 
devices. 

(b) Hierarchical Database Model: In a Hierarchical Database Model, records are 
logically organized into a hierarchy of relationships. A hierarchically structured 
database is arranged logically in an inverted tree pattern.  
All records in hierarchy are called nodes. Each node is related to the others in a 
parent-child relationship. Each parent record may have one or more child records, 
but no child record may have more than one parent record. Thus, the hierarchical 
data structure implements one-to-one and one-to-many relationships. 
The top parent record in the hierarchy is called the root record. In this example, 
building records are the root to any sequence of room, equipment, and repair 
records. Entrance to this hierarchy by the database management system is made 
through the root record i.e., building. Records that “own” other records are called 
parent records. For example, room records are the parents of equipment records. 
Room records are also children of the parent record, building. There can be many 
levels of node records in a database. 
For example, an equipment database (shown below) may have building records, 
room records, equipment records, and repair records. The database structure 
reflects the fact that repairs are made to equipment located in rooms that are part of 
buildings. 
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Hierarchical Database Model 

7. (a)  PDCA Cycle of TQM: Total Quality Management (TQM) processes are divided into 
four sequential categories: Plan, Do, Check, and Act (the PDCA cycle) which is as 
follows: 
• Plan: In the planning phase, people define the problem to be addressed, 

collect relevant data, and ascertain the problem's root cause;  
• Do: In the doing phase, people develop and implement a solution, and decide 

upon a measurement to gauge its effectiveness;  
• Check: In the checking phase, people confirm the results through before-and-

after data comparison;  
• Act: In the acting phase, people document their results; inform others about 

process changes, and make recommendations for the problem to be 
addressed in the next PDCA cycle. 

(b)  System Investigation phase under SDLC (System Development Life Cycle): 
This is the first phase of System Development Life Cycle (SDLC) which examines 
that ‘What is the problem and is it worth solving’? The Feasibility study is done 
under the following dimensions: 
♦ Technical feasibility: Does the technology exist to implement the proposed 

system or is it a practical proposition? 
♦ Economic feasibility: Is proposed system cost-effective: if benefits do not 

outweigh costs, it’s not worth going ahead? 
♦ Legal feasibility: Is there any conflict between the proposed system and legal 

requirements? 
♦ Operational feasibility: Are the current work practices and procedures 

adequate to support the new system? 
♦ Schedule feasibility: How long will the system take to develop, or can it be 

done in a desired time-frame? 

BLDG 1

ROOM 1ROOM 1

EQUIP 3EQUIP 2EQUIP 1

REPAIR 2REPAIR 1 REPAIR 3

Root
Parent of room

Children of 
equipment

Children of room
Parents of repair

Children of root
Parents of equipment
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(c) n-Tier Architecture: n-Tier Architecture is client-server architecture in which 
presentation, application processing, and data management functions are logically 
separated. By segregating an application into tiers, developers acquire the option of 
modifying or adding a specific layer, instead of reworking the entire application. For 
example, an application that uses middleware to service data requests between a 
user and a database employs multi-tier architecture. The most widespread use of 
multi-tier architecture is the Three-tier architecture. 

(d) Planning Languages in DSS: Two types of planning languages that are commonly 
used in DSS are: General-purpose planning languages and Special-purpose 
planning languages. These are discussed below: 
♦ General-purpose planning languages allow users to perform many routine 

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

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

(e)  The primary responsibilities of a Certificate Authority are as follows: 
• Positively identifying entities requesting certificates; 
• Issuing, removing, and archiving certificates; 
• Protecting the Certificate Authority server; 
• Maintaining a namespace of unique names for certificate owners; 
• Serving signed certificates to those needing to authenticate entities; and  
• Logging Activity 
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       Test Series: March, 2016 
MOCK TEST PAPER – 2 

INTERMEDIATE (IPC): GROUP – II 
PAPER – 7: INFORMATION TECHNOLOGY AND STRATEGIC MANAGEMENT 

SECTION – B: STRATEGIC MANAGEMENT 
SUGGESTED ANSWERS/HINTS 

1. (a)  A strategy is formed on the basis of certain assumptions or premises about the 
complex and turbulent organizational environment. Over a period of time these 
premises may not remain valid.  Premise control is a tool for systematic and 
continuous monitoring of the environment to verify the validity and accuracy of the 
premises on which the strategy has been built. It primarily involves monitoring two 
types of factors: 
(i) Environmental factors such as economic (inflation, liquidity, interest rates), 

technology, social and regulatory. 
(ii) Industry factors such as competitors, suppliers, substitutes. 

(b)  Integrating cost leadership and differentiation is possible by providing the 
product/service at low cost through technologies that enable differentiation through 
focus on niche segments. Developments in process technology have made it 
possible to offer a wider variety of products and yet keep the cost low. An 
organisation that produces through mass production, but can use technological 
means to create variety in the product/service can sometimes combine the benefits 
of low-cost and differentiation. For e.g. the use of CAD and CAM and robot 
technology, results in manufacturing of small batch of products at low cost. 

(c)  Yes, like profit making organizations, non-profit organizations must also have 
business strategies. They are required to give direction, focus and efficient 
utilization of resources. In many non-profit organizations surpluses are important for 
survival and growth. 
Compared to for-profit firms, non-profit and governmental organizations often 
function as a monopoly, produce a product or service that offers little or no 
measurability of performance, and are totally dependent on outside financing. 
Especially for these organizations, strategic management provides an excellent 
vehicle for developing and justifying requests for needed financial support. 

(d)  Identifying an organisation's existing vision, mission, objectives are the starting 
point for any strategic management process. Determining vision and mission 
provides long-term direction, delineate what kind of enterprise the company is trying 
to become and infuse the organisation with a sense of purposeful action. 
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(e)  The BCG growth share matrix represents businesses on a two-dimensional scale. 
The vertical axis represents market growth rate and provides a measure of market 
attractiveness. The horizontal axis represents relative market share and serves as a 
measure of company strength in the market. On the basis of different positions of 
the businesses on the matrix they are classified as stars, cash cows, question 
marks and dogs. 

2.  (a) (i)  Incorrect: Every company has its own organisational culture. Each has its own 
business philosophy and principles, its own ways of approaching to the 
problems and making decisions, its own work climate, work ethics, etc. 
Therefore, corporate culture need not be identical in all organisations. 
However, every organisation over a period of time inherits and percolates 
down its own specific work ethos and approaches. 

(ii)  Correct: An organization can redefine its business by divesting a major 
product line or market. The divesting can be termed as retrenchment strategy. 
The enterprise may withdraw from marginal markets, withdraw some brands or 
sizes of products. It may also withdraw some of slow moving products. In an 
extreme manner it may seek retirement either from the production or the 
marketing activity. 

 (b) (i) Synchro-marketing: When the demand for the product is irregular causing idle 
capacity or over-worked capacities, synchro-marketing can be used to find 
ways to alter the pattern of demand so that it equates more suitably with the 
pattern of supply. It can be done through flexible pricing, promotion, and other 
incentives. 

(ii)  The changes in the environmental forces often require businesses to make 
modifications in their existing strategies and bring out new strategies. Strategic 
change is a complex process and it involves a corporate strategy focused on 
new markets, products, services and new ways of doing business. 

(iii)  Customers and suppliers must work together in the product development 
process. Right from the start the partners will have knowledge of all Involving 
all partners will help in shortening the life cycles. Products are developed and 
launched in shorter time and help organizations to remain competitive. 

3. (a) A global strategy assumes more standardization of products across country 
boundaries. Under this strategy, the company tries to focus on a low cost structure 
by leveraging their expertise in providing certain products and services and 
concentrating the production of these standard products and services at a few 
favourable locations around the world. Competitive strategy is centralized and 
controlled by the home office. 

(b)  A Strategic Business Unit (SBU) is a unit of the company that has a separate 
mission and objectives which can be planned independently from other company 
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businesses. SBU can be a company division, a product line within a division or even 
a single product/brand, specific group of customers or geographical location. The 
SBU is given the authority to make its own strategic decisions within corporate 
guidelines as long as it meets corporate objectives.  

(c)  Marketing mix is a systematic way of classifying the key decision areas of marketing 
management. It is the set of controllable marketing variables that the firm blends to 
produce the response it wants in the target market. The original framework of 
marketing mix comprises of 4Ps- product, price, place and promotion. These are 
subsequently expanded to highlight certain other key decision areas like people, 
processes, and physical evidence. The elements of original framework are: 
• Product: It stands for the “goods-and-service” combination the company offers 

to the target market. 
• Price: It stands for the amount of money customers have to pay to obtain the 

product.  
• Place: It stands for company activities that make the product available to target 

consumers and include marketing channel, distribution policies and geographical 
availability. 

• Promotion: It stands for activities that communicate the merits of the product 
and persuade target consumers to buy it. 

4.  An important component of strategic thinking requires the generation of a series of 
strategic alternatives, or choices of future strategies to pursue, given the company's 
internal strengths and weaknesses and its external opportunities and threats. The 
comparison of strengths, weaknesses, opportunities, and threats is normally referred to 
as SWOT analysis.  
• Strength: Strength is an inherent capability of the organization which it can use to 

gain strategic advantage over its competitors. 
• Weakness: A weakness is an inherent limitation or constraint of the organization 

which creates strategic disadvantage to it. 
• Opportunity: An opportunity is a favourable condition in the organisation’s 

environment which enables it to strengthen its position. 
• Threat: A threat is an unfavourable condition in the organisation’s environment 

which causes a risk for, or damage to, the organisation’s position. 
SWOT analysis helps managers to craft a business model (or models) that will allow a 
company to gain a competitive advantage in its industry (or industries). Competitive 
advantage leads to increased profitability, and this maximizes a company's chances of 
surviving in the fast-changing, competitive environment. Key reasons for SWOT analyses are: 
• It provides a logical framework. 
• It presents a comparative account. 
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• It guides the strategist in strategy identification. 
5.  Businesses have to respond to a dynamic and often hostile environment for pursuit of 

their mission. Strategies provide an integral framework for management and negotiate 
their way through a complex and turbulent external environment. Strategy seeks to relate 
the goals of the organisation to the means of achieving them.  
A company’s strategy is the game plan management is using to stake out market position 
and conduct its operations. A company’s strategy consists of the combination of 
competitive moves and business approaches that managers employ to please customers, 
compete successfully and achieve organisational objectives.  
Strategy may be defined as a long range blueprint of an organisation's desired image, 
direction and destination what it wants to be, what it wants to do and where it wants to 
go. Strategy is meant to fill in the need of organisations for a sense of dynamic direction, 
focus and cohesiveness.  
The Generic Strategies 
According to Glueck and Jauch there are four generic ways in which strategic 
alternatives can be considered. These are stability, expansion, retrenchment and 
combinations. 
(i) Stability strategies: One of the important goals of a business enterprise is stability 

to safeguard its existing interests and strengths, to pursue well established and 
tested objectives, to continue in the chosen business path, to maintain operational 
efficiency on a sustained basis, to consolidate the commanding position already 
reached, and to optimise returns on the resources committed in the business.  

(ii) Expansion Strategy: Expansion strategy is implemented by redefining the 
business by adding the scope of business substantially increasing the efforts of the 
current business. Expansion is a promising and popular strategy that tends to be 
equated with dynamism, vigor, promise and success. It is often characterised by 
significant reformulation of goals and directions, major initiatives and moves 
involving investments, exploration and onslaught into new products, new technology 
and new markets, innovative decisions and action programmes and so on. 
Expansion includes diversifying, acquiring and merging businesses.  

(iii) Retrenchment Strategy: A business organisation can redefine its business by 
divesting a major product line or market. Retrenchment or retreat becomes 
necessary or expedient for coping with particularly hostile and adverse situations in 
the environment and when any other strategy is likely to be suicidal. In business 
parlance also, retreat is not always a bad proposition to save the enterprise's vital 
interests, to minimise the adverse environmental effects, or even to regroup and 
recoup the resources before a fresh assault and ascent on the growth ladder is 
launched. 
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(iv) Combination Strategies: Stability, expansion or retrenchment strategies are not 
mutually exclusive. It is possible to adopt a mix to suit particular situations. An 
enterprise may seek stability in some areas of activity, expansion in some and 
retrenchment in the others. Retrenchment of ailing products followed by stability and 
capped by expansion in some situations may be thought of. For some organisations, 
a strategy by diversification and/or acquisition may call for a retrenchment in some 
obsolete product lines, production facilities and plant locations. 

6.  For implementing six sigma, there are two separate key methodologies for existing and 
new processes. They are known as DMAIC and DMADV.  
DMAIC is an acronym for five different steps used in six sigma - Define, Measure, 
Analyze Improve, and Control. DMAIC methodology is directed towards improvement of 
existing product, process or service.  
• Define: To begin with six sigma experts define the process improvement goals that 

are consistent with the strategy of the organization and customer demands. They 
discuss different issues with the senior managers so as to define what needs to 
done. 

• Measure: The existing processes are measured to facilitate future comparison. Six 
sigma experts collect process data by mapping and measuring relevant processes.  

• Analyze: Verify cause-and-effect relationship between the factors in the processes. 
Experts need to identify the relationship between the factors. They have to make a 
comprehensive analysis to identify hidden or not so obvious factor.  

• Improve: On the basis of the analysis experts make a detailed plan to improve.  
• Control: Initial trial or pilots are run to establish process capability and transition to 

production.  Afterwards continuously measure the process to ensure that variances 
are identified and corrected before they result in defects. 

DMADV is an acronym for Define, Measure, Analyze, Design, and Verify. DMADV is a 
strategy for designing new products, processes and services. 
• Define: As in case of DMAIC six sigma experts have to formally define goals of the 

design activity that are consistent with strategy of the organization and the demands 
of the customer.  

• Measure: Next identify the factors that are critical to quality (CTQs). Measure 
factors such as product capabilities and production process capability. Also assess 
the risks involved. 

• Analyze: Develop and design alternatives. Create high-level design and evaluate to 
select the best design.  

• Design: Develop details of design and optimise it. Verify designs may require using 
techniques such as simulations.  
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• Verify: Verify designs through simulations or pilot runs. Verified and implemented 
processes are handed over to the process owners. 

However, in spite of different orientation in two methodologies, conceptually there is 
overlapping between the DMAIC and DMADV as both are essentially having similar 
objectives. 

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