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Preface

During the past two decades, the global economy has gone through many 
unpredicted episodes of turbulence. Uncertainties give birth to challenges as 
well as to opportunities. Many small- and medium-size business enterprises 
and their ambitious promoters successfully exploited these opportunities 
and grew very rapidly. But this growth was not the result of proper strategic 
planning. Rather, it was due to successful short-term decisions. For sustain-
able growth, a strategic plan is a must.

In cases of large business organizations, young and brilliant executives 
are looking for fast entrepreneurial growth. So they have no choice but to 
think strategically and achieve sustainable growth. It is the modern trend 
to involve young executives in the critical and comprehensive process of 
 strategic planning.

Quite a few CEOs possess entrepreneurial vision and have the 
 operational excellence to execute relevant missions. However, many lack 
the skill to articulate the painful process of preparing a robust and rea-
sonable  strategic plan. They are compelled to depend on consultants to 
develop appropriate methodologies to prepare relevant strategic plans. CEOs 
and their colleagues should acquaint themselves with these methodologies 
so they can use  consultants’ services to add better value rather than plan 
 corporate strategies.

Keeping in mind all the above requirements, I wrote this book based on 
my past 27 years’ experience in the fields of strategic planning, execution, 
and measurement. This experience has been gathered partly from our client 
corporations and partly from our family business. Hence, this book presents 
both a consultant’s view of strategic planning and also an  entrepreneurial 
approach. The book takes you through the entire process of strategic 
 planning, execution, and measurement.

The first chapter defines world-class status, vision, mission, business 
model and value chain. It states the importance of all these components 
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in the process of strategic planning. The two most important prerequisites 
of the exercise of strategic planning are discussed in the second chapter. 
For successful strategic planning, understanding the present status of an 
organization is crucial. This requires a thorough inquiry into the present 
operations, systems, and structure of the organization. This chapter offers 
a comprehensive questionnaire for conducting such a detailed inquiry. It also 
gives a matrix of 25 parameters for assessing the status of the  organization. 
This exercise helps to bring out the perceptional and aspirational gaps 
among the top executives and owners. An effective strategic plan requires 
these gaps to be bridged.

The structure of a strategic plan and the preparation process are 
 discussed in detail in the third chapter. One feature of this chapter is the 
discussion of 150 generic strategies in five performance or growth areas. 
The fourth chapter describes the monitoring mechanism required for 
 strategy execution. The fifth chapter presents the financial impact of strategy 
execution and explains various financial monitoring parameters used in the 
performance cards of the individual employees.

Chapter 6 explains an entrepreneurial approach to strategic planning. 
A strategic plan is basically a broad road map enabling an organization to 
reach the destination of entrepreneurial excellence. Hence, this chapter 
contains Entrepreneurial Score Cards (ESCs) for each type and category of 
employee across the organization.

The seventh and final chapter is a comprehensive case study on the 
preparation of a strategic plan and its conversion into an annual budget. 
The correlation between long-term strategies and relevant annual targets 
is demonstrated through this case study.

I cannot complete my preface without expressing my gratitude to certain 
people. I must thank my publisher for showing faith in me, and my clients 
who encouraged me to write this book. I thank my friend, Mandar Vartak, 
who gave me valuable suggestions. I acknowledge the efforts of my wife, 
Manjiri, who carried out the painful process of editing this book. I hope my 
readers will appreciate my efforts and theirs.

Girish P. Jakhotiya
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Chapter 1

Strategic Planning: 
A Tool for Reaching 
World-Class Status

Defining World-Class Status

A business organization achieves world-class status when it fulfills the 
 following six eligibility criteria. A world-class organization:

 ◾ Is ready to compete globally in any market.
 ◾ Constantly strives to reach higher benchmarks.
 ◾ Regularly innovates its products, processes, or employee competencies.
 ◾ Enjoys competitive advantages in at least two of six value-driving 
areas (or segments): product, price, employee competence, process 
 excellence, perception, and programs of change.

 ◾ Is one of the top three or four players that collectively dominate 40% 
of their markets.

 ◾ Retains its world-class status at least for a decade.

The process of attaining world-class status may start with a single product 
or process that meets the criteria. Such a modest beginning may trigger the 
long and complex process of total transformation.
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Gaining World-Class Status

A business enterprise gains world-class status mainly through networking 
and innovation. Obviously, the organization must be entrepreneurial and 
work simultaneously on five essential growth and performance areas:

 1. Business growth and expansion
 2. Strategic cost management
 3. Operations, logistics, and technology management
 4. Employee development and satisfaction
 5. Resource management

These five performing areas lead a business organization to balanced growth. 
An enterprise growing only through volume and failing to work on employee 
competencies required for the future may not be able to sustain or manage 
its volume growth over the long run. For this reason, an enterprise needs to 
focus systematically on the various components of these five growth areas:

Business Development
Routine business development
New business development
Consolidated business development

Operational Improvement
Quantitative operations management
Strategic aspects of operations management
Consolidated operations management

Cost Competitiveness
Operations cost management
Cost reduction and cost competitiveness
Strategic cost management
Application of activity-based costing

Productivity Enhancement
Knowledge acquisition
Knowledge application
Strategic knowledge management
Routine productivity follow-up
Productivity enhancement efforts and results

Resource Facilitation
Asset utilization efficiency
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Routine capital expenditures
Special capital expenditures
Strategic fund mobilization and deployment

An enterprise must thrive continuously to sustain world-class status. It must 
therefore monitor and work on the six eligibility criteria defined above and 
outlined below:

Global Preparedness
Product
Cost
Delivery

Achievement of Higher Benchmarks
Institutionalization of benchmarking
Courage to challenge established benchmarks
Mastering language of benchmarking

Regular Innovation
Products
Processes
Employee competencies

Competitive Advantage
Dominance for at least two value drivers
Networking to gain competitive advantage
Strategic business modeling

Global Leadership
Part of market leadership
Sustainability
Brand ability

Decade-Long Maintenance of World-Class Status
Universal vision
Workable ideas
Strategic leadership

Figure 1.1 qualitatively illustrates the “horoscope” of a world-class corpora-
tion and the components are described in detail below.

Selectivity (focus)—Attaining world-class status requires constant work 
on an organization’s sustainable core competence to eventually reach a 
focused area of business concentration. In other words, an organization may 
not become world-class if it ventures into too many areas and divides its 
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energy. Focus is also required to sharpen the attributes of an enterprise that 
ultimately produce a competitive advantage.

Structural flexibility—A world-class corporation must respond pro-
actively to all its stakeholders on one side and to market challenges on 
the other. Therefore, the organization requires a flexible structure that can 
facilitate speedy decision-making processes and feedback mechanisms. In 
other words, a world-class company is also entrepreneurial across its various 
components. A complex structure discourages entrepreneurship because it 
creates bureaucracy.

Sustainability—Achieving world-class status may be easier than sustain-
ing it. This is because many world-class corporations become lethargic or 
self-centered over time and therefore neglect the efforts required to retain 
their competitive advantages. To achieve sustainability, an organization must 
work rigorously to add new competencies and maintain a competitive gap 
between itself and its competitors. Sustainability also refers to the  capacity 
of an organization to perform under any conditions. Thus, sustainability 
requires an innovation culture.

Effective systems—As noted earlier, leaders of a world-class corpora-
tion should focus on growth and development. Hence, they have little time 
to attend to routine business. Strong systems should be in place to facilitate 
flawless management of daily operations. Standard systems also facilitate 
management by objectives, better performance monitoring and mea-
surement. The four major systems are manufacturing, marketing, human 
resources, and finance and control.

Systems

Selectivity
(focus)

Structural
flexibility

Sustainability

Soul searching for
continuous

benchmarking
Sanctity

Sensitivity
(time &
ability to
respond)

Strategic cost
management

Superiority
(first, fast,

cheap & good)

Success

Figure 1.1 “Horoscope” of world-class corporation.
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Sanctity—This component is defined as a transparent, reasonable, and 
adequate equilibrium between corporate governance and enterprise gover-
nance. Corporate governance consists of ethical business practices, whereas 
enterprise governance concerns entrepreneurial freedom. It is always a 
challenging task for a world-class organization to balance these two  factors. 
Sanctity of purpose and processes is a very important aspect of retaining 
world-class status. Sanctity benefits everyone—shareholders, customers, 
employees, and other stakeholders. It reduces transactional cost and adds to 
the brand equity of an organization.

Sensitivity—We define sensitivity as alertness to the impacts of known 
and unknown business variables. It may also be defined as a combination 
of intellectual, operational, emotional, and entrepreneurial quotients of a 
business. Many great organizations lose their customer focus because they 
do not remain sensitive. Sensitivity inside an organization is also crucial to 
maintain productivity at all the levels of hierarchy.

Strategic cost management—Costs must be managed strategically, that 
is, they should be incurred appropriately based on proportionate value to be 
offered to customers. Strategic cost management is also a collective result of 
constant experimentation through innovative ideas, process improvisation, 
and employee performance. Cost management represents a vital competitive 
advantage and no world-class corporation can neglect the need to reduce 
costs sustainably. Accurate application of a combination of activity-based 
costing and objective-based costing is a prerequisite for utilizing costs to 
gain a competitive advantage.

Superiority—We assume that a world-class corporation achieves superi-
ority on all four product characteristics: first, fast, cheap, and good. In other 
words, a world-class operation must maintain its superior status by entering 
a new market or working on a new idea first. It must execute commercially 
viable ideas quickly to create a competitive gap. A product must be cheap to 
respond effectively to customer economics. Naturally, all these three advan-
tages are admired by customers but a company must also offer the final 
feature: a good product or service.

Improving benchmarking—Continuous benchmarking—a  genuine 
attempt to achieve higher and better parameters of performance—must 
become the culture of a world-class organization. Entrepreneurial results 
demand constant work on better benchmarks because this improves the 
 ability to maintain a competitive market advantage. Better benchmarks may 
be obtained from various sources such as market data, analysis of past perfor-
mance trends, shareholders, and other industries. Continuous benchmarking 
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should be facilitated through a performance management system. Top execu-
tives of an organization should set examples by working on higher benchmarks 
so that they may expect (and receive) similar responses from their juniors.

Benefits of Strategic Planning

Reaching world-class status requires both a clear vision and a systematic 
approach to pursuing the vision. This systematic approach or (broad road 
map) is known as a strategic plan that consists of several components 
 discussed in detail in Chapter 3. First we should understand the advantages 
of strategic planning. It:

 1. Clarifies the certainties (and uncertainties) on the path to reaching the 
vision and details the milestones of the journey to the desired destination.

 2. Should be based on detailed scenario mapping and describe the various 
types and levels of sensitivities found in business environments.

 3. Describes various hurdles expected during strategy execution; a proac-
tive approach to managing obstacles is desirable.

 4. Acts as a comprehensive set of performance-based strategies by spelling 
out the complementary and contradictory relationships among various 
functional strategies. This understanding of relationships helps predict 
the ultimate result of combining strategies.

 5. Serves as a long-term (3 to 5 years) road map and thus becomes a vital 
input for resource planning. Simultaneously and/or interdependently 
executed strategies require different resources at different times. An 
effective strategic plan clearly prescribes such resource requirements.

 6. Presents specific execution and impact routes for all strategies. An execu-
tion route should describe in chronological order the tasks required to 
implement a strategy successfully. An impact route should define the long-
term commercial and/or strategic impacts of each strategy on the busi-
ness. Both routes should facilitate performance budgeting and financial 
budgeting. In other words, a strategic plan serves as a foundation for pre-
paring the annual budgets that are essential for evaluating performance.

 7. Details exit routes for use in the event a strategy fails. A good strategy 
may prove ineffective during execution. For that reason, every strategy 
should have a damage control mechanism. This is particularly true for 
strategies that may be subject to a number of complex uncertainties 
during their execution.
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 8. Covers 3 to 5 years so that a failure in the first year can be overcome in 
the second year through strategy revival. In other words, a strategic plan 
motivates a business team by spreading performance assurances and 
scopes for revival over a span of 3 to 5 years. If a business enterprise 
does not achieve its desired return on investment (ROI) in the first year, it 
may revise the plan and recover in the second and third years and enable 
the enterprise to reach its desired average ROI despite the setback.

Fundamental Factors Defining Scope of Strategic Planning

As stated earlier, every CEO cherishes the dream of attaining world-class 
status for his or her organization. The dream can be realized by following a 
systematic road map called a strategic plan. In other words, the CEO’s dream 
is a fundamental reference that decides the overall scope of strategic plan-
ning and is called the organization’s vision—the basic input that leads to 
entrepreneurship.

Vision may be defined qualitatively or quantitatively or both ways. An 
organization’s vision should be understood by all its internal and external 
stakeholders and achieved through the definitions of functional or segmental 
visions. Of course, the convergence of all these segmental visions should con-
stitute the total vision of the organization. A vision is necessary for providing:

Reason to perform—A vision clearly defines a holistic purpose for all 
the stakeholders to perform in one direction and with a single clear ambi-
tion. Without a well-defined purpose for reaching a clear destination, the 
journey of becoming a world-class entity could proceed without control or 
measurement or fail completely. Vision inspires all employees and functions 
across an organization.

Visibility—A business organization is known by its vision. People 
admire and accept the quality of leadership if the statement of vision is well 
prescribed. Business partners will show a willingness to join if they appreci-
ate the visibility of an organization. A vision offers such visibility.

Energy to succeed and sustain—When a destination is known and 
assured, a very long and tiring journey also becomes enjoyable. This applies 
to every ambitious and successful business organization. Its stakeholders 
create and preserve their energy to ensure they are adequate for the difficult 
journey. Ups and downs create pressure on available resources. A clear-cut 
vision keeps the terminal point tangible so that cyclical fluctuations do not 
hamper the confidence of the stakeholders.
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Framework for mission—A clear vision defines a set of major perfor-
mance measures. In other words, a comprehensive mission can be decided 
in the light of a vision and the mission becomes a set of goals and objectives 
for the organization to pursue. Every stakeholder becomes a member of a 
strong team that is ready to take on the mission.

Corporate homogeneity—All business verticals and functional compo-
nents can achieve a homogeneous ambition and approach if their aspirations 
and perceptions are well guided. A vision document provides the required 
homogeneity. All stakeholders can perform with better zeal if they connect 
to a common purpose provided by the organization’s vision.

In addition to defining the vision of an enterprise, its CEO should under-
stand the factors that may impact or restrict the vision:

Lack of ambition
Lack of exposure
Lack of courage
Limited opportunities
Limited resources
Limited competence
Defining future as uncertainty
Individualistic performances

Institutionalization of Vision and Mission

The corporate vision should be institutionalized. That means that every 
employee (at every level) of the organization should understand and 
own it in an effort to create an overall homogeneity in understanding its 
 purpose and future. The vision of the organization should be translated 
further into a vision for each functional department and business  vertical. 
For example, the human resources (HR) function should have its own 
unique vision statement. If the HR function presently has a facilitative role, 
its vision should be to reach a strategic or business partnering role in 3 to 
5 years.

Let us see an example to understand business vertical vision. A company 
may consist of three business verticals: infrastructural construction, energy, 
and industrial goods. It should have a separate vision statement for each 
vertical. For example, the vision statement for the energy vertical may be 
“reaching world-class status with affordable prices of energy to customers 
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and a commitment to work on renewable energy.” As stated earlier, the 
 organization’s vision should decide or guide the visions for functions and 
verticals. See Figure 1.2.

It may be possible to define a vision applicable to each factory within a 
manufacturing function by delineating certain rates of maturity or perfor-
mance to be attained over a set period of time.

Functional vision and business vision are useful concepts for describing 
the details of strategic plans to be applied to each function and business. Of 
course, all functions and businesses are ultimately the organs of an organi-
zation therefore there should always be parts of an integrated strategic plan 
covering the entire organization.

Vision statements for support functions like HR, accounting, and research 
and development (R&D) are as important as those for operating divisions. The 
employees working in these areas should clearly understand their roles and 
purposes and feel that they too fill important functions within the organization.

A vision is achieved through an appropriate mission. A mission consists 
of a set of the most important performances or drives of an organization. 
As noted earlier, a mission should contain statements of commitments in five 
performance areas (business growth, cost management, employee develop-
ment, operational and technology management, and resource management). 
The CEO and senior management team should raise the questions cited in 
Figure 1.3 in determining the organization’s mission. See Figure 1.3.

The mission components should be specific for the vision and the mis-
sion should operate like a vehicle that allows the organization to reach 

Business vertical vision

Functional visionInfrastructural
construction

vision

Manufacturing Marketing HR Finance R & D Purchase

Organization’s Vision

Energy
vision

Industrial
goods
vision

Figure 1.2 Organization’s Vision.
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the destination defined by its vision. Therefore, the mission should be tested 
by answering certain questions:

 1. Will the mission be sustainable in terms of profitability and productivity 
expected from the business model over the long run?

 2. Will the mission reasonably offer appropriate value at appropriate cost 
and also take care of the external environment?

 3. Will the mission be adaptable, that is, will it be flexible enough to 
absorb and apply changing technology and fast-changing customer 
expectations?

Answers to these questions should allow an organization to assess the over-
all effectiveness of the mission statement quickly and modify the statement 
as required. To illustrate these concepts, we will consider a simple example 
of correlation of a vision and mission.

Example 1.1: Indian Automobile Company

The company’s vision is “to be a world-class automobile company by 2016, 
with the highest market share in Asia.” The mission steps necessary to 
achieve the vision are to:

 ◾ Improve product quality and cost competitiveness based on global 
benchmarks.

 ◾ Develop global partnerships to enlarge the network in Europe, 
North America, and Asia.

Technology

AdaptabilitySustainability

ProductivityProfitability Customer
expectations

Pricing

Reasonability

Environmental
care

Compelling questions to reach an exact ‘mission’

Figure 1.3 Questions for determining mission.
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 ◾ Strengthen internal performance systems to institutionalize entrepre-
neurship at all employee levels.

To summarize, the vision is achieved through the mission. Figure 1.4 
 illustrates the logical flow for attaining an organization’s vision.

Other Important Factors: Business Model, 
Core Competence, and Value Chain

Execution of a broad mission requires a clear business model (BM) that 
combines hard and soft aspects of a business organization. In other words, 
a business model represents a balanced convergence of earning expecta-
tions, value-driving processes or elements, organizational culture, and vari-
ous competencies. The choice of a business model is mainly decided by 
several factors including:

 ◾ Organization’s vision and mission
 ◾ External factors such as government policies, market forces, and types 
of customers

 ◾ Organizational ethos
 ◾ Core competence
 ◾ Technical and operational factors that determine scope of the value chain
 ◾ Entrepreneurial styles and strengths of top executives
 ◾ Related factors such as socioeconomic conditions, environmental 
issues, etc.

Earning
expectations

Core design
(i.e., value-

driving
processes) 

Subordinate
design (i.e., culture
of the organization)

Business
competencies

Mission

Organogram

Business model

Brain

Body

Ultimate expression

Vision Soul

Figure 1.4 Logical flow for achieving vision.
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Business Model and Return on Investment

Figure 1.5 illustrates five basic components of a simple business model. 
In many organizations, earning expectations decide the business model. 
Other factors like ethos, competencies, and processes become secondary.

Benchmarking earning expectations (also known as return on investment 
or ROI) is a vital activity of strategic planning. A CEO with the support of 
the CFO and COO should benchmark rates of returns on investments care-
fully because ROI normal takes center stage on a strategic plan. Figure 1.6 
depicts the five dimensions of ROI.

A strategic plan spanning 3 to 5 years should accommodate all the adjust-
ments required to meet the rate of ROI to be earned during both good and bad 
times. In other words, a CEO should aim pragmatically for an average ROI over 

Profit
ROI

Processes

Product

People

Policies

Shareholders

Culture

External
partners

Marketing Production Accounting 
& control

HR

Employees

Figure 1.5 Five components of business model.

ROI
benchmark

Vision
Choice of 

business model
Core

competencies

Type of
industry

External
factors

Strategic plan

Figure 1.6 Dimensions of Return on Investment (ROI).
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3 or 5 years, as the case may be. Figure 1.7 illustrates a strategic plan for 
achieving average ROI. Figure 1.8 shows the four levels of benchmarking ROI.

Benchmarking of the ROI at the economy level is very crucial because it 
serves as the base ROI for defining further benchmarks. The CEO and CFO 
must realize that their national economy will influence their ROI aspirations. 
An error in benchmarking may create serious flaws in the ensuing strategic 
plan. The bottom-up approach of ROI-based strategic planning is shown in 
Figure 1.9.

Let us look at the scientific approach of benchmarking an economy level 
ROI. Table 1.1 compares economy level ROI factors in India and England. 
The structure of an economy level ROI is dynamic because interest and 
inflation rates vary by location and over time. For that reason, an average 

�e
ROI

15%

Average ROI
of 22%

0 Year
1

Year
2

Year
3

30%

�e Strategic Plan Period

Figure 1.7 Strategic plan for average ROI.

Economy

Industry

Company

Segment

India

Automobiles

XYZ Co. Ltd

Business vertical or product or region

Figure 1.8 Four levels of benchmarking.
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ROI spanning 3 to 5 years should be considered in compiling a strategic 
plan. The concept of averaging ROI allows a company to accommodate the 
normal ups and downs (booms and recessions) of an economy over time.

Core Competence

Another vital aspect of preparing a strategic plan is core competence—a 
concept based on relativity. Core competence is simply the ability to acquire 

Vision about positioning of business

Sales volume, price etc.

Operating profit i.e., PBIT

Profit before tax (PBT)

Profit after tax (PAT)

ROI

Economy-level & industry-level
benchmarking of ROI

Business growth strategies

Operating cost strategies

Interest cost, leveraging strategies

Tax planning strategies

Business benchmarking

PAT decides

Figure 1.9 Bottom-up approach of strategic planning.

Table 1.1 Comparison of Economy Level ROIs in India and England

ROI Component India (%) England (%) Explanation

(a) Interest rate or rate of inflation 
(whichever is higher)

12.0 5.0 →  Cost of 
capital

Add (b) real, disposable, or consumable 
income [should be 40% of component 
(a) considering local cost of living]

4.8 2.0 →  Profit 
withdrawal

Add (c) growth rate (may be 
moderately set as lowest rate of growth 
in economic sector, e.g., agriculture)

3.0 1.0 →  Reinvestment 
of profit into 
business

Total 19.8 8.0
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various skills and use them successfully for different business purposes in 
different regions. Normally, it is presumed that an organization (or entrepre-
neur) should select a business or decide a business model based on available 
core competence. Defining a vision based on core competence takes the 
concept one step further.

A company should restrict its vision within the scope allowed by 
its core competence. In a globalized scenario, core competence can 
be acquired or hired. A group of companies that pursue different 
 businesses require and utilize core competencies relevant to their opera-
tions. A diversified group must develop and use core  competencies 
based on the requirements of conducting diversified businesses. 
Diversification reduces the overall risk of the business portfolio of a 
group.

Therefore, a strategic plan may be based on an existing core competence 
or it may plan to acquire a new competence. Worldwide businesses achieve 
growth through strategies of acquiring diversified competencies. In other 
words, a part of the strategic plan should be devoted to issues related to 
acquiring new competencies. Core competence is simply an expertise of a 
company that produces best results.

Core competence must offer a sustained competitive advantage. Over a 
period of time, competitor successes may threaten the competitive advantage 
of a business enterprise. Therefore, an enterprise must evolve new  strategies 
to improve its existing competitive advantage or gain a new advantage. 
A business enterprise must constantly work to upgrade its core competence 
by analyzing performances in the five growth areas mentioned earlier by 
 following its strategic plan.

Value Chain

Let us now discuss the value chain—a consecutive expression of all 
value-adding processes (or activities) conducted via a clear business 
model based on a benchmarked ROI projection. A value chain may 
consist of outsourcing and insourcing activities based on the organiza-
tion’s core competence and the competitive advantages produced by 
insourcing and outsourcing. See Figure 1.10, which shows value-adding 
processes (1 through 5). A value chain should be analyzed to ensure 
operational convenience, financial viability, and strategic (or long-term) 
sustenance.
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Value, also known as utility, is a critical factor in every business opera-
tion. A product (or service) may be expected to offer one or more of the 
following values to customers:

Real value: genuine utility offered by a product through its attributes.
Esteem value: a “premium” over and above real value offered to custom-

ers at an extra cost to satisfy customers’ desire for esteem.
Perceived value: utility perceived by customers may be different from 

real utility; the result is a perceptional gap created by a communication 
gap; perceived value may be dangerous.

Practical value: the utility a customer expects and can buy.

A business enterprise must carefully choose the values it offers its customers. 
It may offer different values through different products to different customers 
in different markets. Value represents the combination of vision for growth, 
retention of competitive advantages, adherence to business models, and 
other factors.

A business enterprise may occasionally have to conduct a strategic 
exercise known as value appropriation—adjusting the value offered to 
customers so that it can retain its market share or leadership. Value appro-
priation is different from value dilution and value engineering. It is a strate-
gic attempt to offer practical value to customers as shown in the following 
illustration.

Example 1.2: A Company and B Company

These two companies are competitors. Both sell low-quality fans in a 
down market. Figure 1.11 shows a comparison of both companies’ prod-
ucts. B Company started losing its market share to A Company because of a 
price differential of $2 per fan arising from price elasticity due to demand in 

0 100

Supply
Chain

Distribution
Chain

Value Addition

1 2 3 4 5

Figure 1.10 Value chain.
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a down market. B Company decided to carry out a strategic value appropria-
tion exercise to adjust its price. The details are shown in Table 1.2.

If B Company decides to transfer this cost advantage to its customers, 
the sale price would be $14.50. This price should be competitive enough to 
allow B Company to regain and even increase its market share. The com-
pany’s value appropriation exercise was intended to offer practical value to 
its customers at an affordable price.

Let us now consider a balanced and strategic combination of vision, 
 business model, value chain, and organizational structure.

‘A Company’s Fan’ ‘B Company’s Fan’

Sale price

Less: cost

$15

$12

Profit $3

Sale price

Less: cost

$17

$14

Profit $3

Figure 1.11 Comparison of fans manufactured by firms cited in Example 1.2.

Table 1.2 B Company’s Value Appropriation Exercise

Cost Saving (Value Appreciating) Factor Cost Saved ($)

Reduction from four blades to three based on air circulation 
expected by customers

0.60

Reduction from three safety rings to two based on safety expected 
by customers

0.90

Changes in paint and painting process 0.30

Change of fan base from steel to durable plastic 0.70

Overall cost saving 2.50
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Example 1.3: ABC Company

This company is a market leader for skin-care products and operates 
40  factories in industrially backward areas in different parts of the  country. 
The factories are either franchise operations or fully owned subsidiaries. 
ABC owns a few strong brands and spends heavily to retain its earning 
power. Its factories are state-of-the-art production centers. The production 
processes are simple and production costs are far less than marketing and 
branding costs (see Figure 1.12).

Obviously ABC’s core competence is marketing, which provides sustained 
competitive advantages based on brand equity. Because ABC operates facto-
ries in economically backward areas, it gains the advantages of tax holidays, 
subsidized power and water, and other benefits. In return it must employ 
50% of factory workers from tribal communities. This is effective because 
ABC’s production processes are simple.

Each ABC factory is run by five managers (general manager, pro-
duction manager, accounts manager, personnel manager, and quality 
manager). They are the only factory employees on ABC’s direct payroll. 
These managers work at an assigned factory for 3 years and then move 
to another factory. The permanent factory employees are production and 
office workers who are on the payrolls of the relevant franchisees or 
subsidiaries. ABC pays local- or region-based salaries to these permanent 
local employees; their salaries are much lower than those of ABC’s direct 
(management) employees. Thus, ABC saves a lot of payroll costs. The 
savings are essential because ABC must spend much more to maintain 
its  marketing function.

No competitive
advantage

Competitive
advantage

Dispensable
activity

Indispensable
activity

Low cost High cost

Manufacturing Marketing

0 100

Figure 1.12 Comparison of performance of manufacturing and marketing functions 
based on discussion in Example 1.3.
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Strategically, ABC balances its competitive advantage and cost- saving 
operations. A franchise is a simple model of outsourcing a portion 
of the value chain but it is insignificant in terms of sustainable competitive 
advantage.

ABC’s vision is simple. It wants to be an unchallenged market leader for 
most of its products that offer a variety of value propositions to  customers. 
ABC’s business model is based on the principles of high volume and low 
margin. Therefore, it must work constantly to grow its market share by 
analyzing the performances of its manufacturing and marketing functions 
(Figure 1.12). ABC assesses the performance of its factories using only three 
parameters: volume, quality, and cost.
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Chapter 2

Prerequisites of Strategic 
Planning: Inquiry and 
Status Evaluation

Prerequisite 1: Examining Performances, 
Perspectives, and Aspirations

Strategic planning should be based on the thorough knowledge of the 
 present and potential strengths and weaknesses of an organization. Planners 
should consider the possible opportunities and future threats. In other 
words,  present performance of various business verticals and functional 
departments should be thoroughly known by those who are responsible 
for conducting strategic planning exercises. Obviously, the top executives 
are expected to take the lead in framing strategies for the five performance 
areas mentioned in Chapter 1.

However, these executives often lack the time and appropriate 
 methodologies to strategically examine their own performances, perspec-
tives, and aspirations about their organization and may lack the confidence 
to pursue their visions along the broad road map called a strategic plan. 
The best approach is for top management to carry out a thorough strategic 
inquiry into five major areas of business performance:

Business development
Operations management
Strategic cost management
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Employee productivity
Strategic resource management

Each top executive should answer a versatile questionnaire covering various 
performance areas. The answers constitute a self-inquiry that facilitates a 
systematic analysis of executives’ perspectives and aspirations. This method 
also offers a systematic approach to analyzing an organization’s strengths 
and weaknesses if the executives share their responses to the questionnaire 
and reconcile their perceptions.

Strategic inquiry serves as an input for deciding the organization’s status 
at the start of the strategic planning exercise. A complete strategic inquiry 
reveals valuable data by allowing management a microscopic view of 
the organization’s performance. It stimulates every top executive to think 
alternatively, innovatively, and comprehensively about the organization’s 
strengths, weaknesses, opportunities, and threats.

The next section is a series of comprehensive questionnaires for facilitat-
ing a strategic inquiry. The inquiry has been divided into six parts and is 
flexible enough to suit any organization of any size in any industry. Senior 
executives and their subordinates should try to answer the questionnaires 
carefully and completely by a defined deadline—usually a month. Each 
question refers to the table that follows and the purpose of the question 
is indicated.

Part A: General Inquiry

 1. Which items listed in Table 2.1 are the competitive and strategic 
advantages of your organization? [Purpose: Assessment of competi-
tive and sustainable strength of the organization in comparison with 
competitors.]



Prerequisites of Strategic Planning: Inquiry and Status Evaluation  ◾  23

Table 2.1 Competitive and Sustainable Strength

No. External Advantages
No. 1 in 
Industry 

No. 2 in 
Industry

In Top 
Three

Close to 
Average Negligible

1 Product quality

2 Distribution network

3 Supply reliability 
(time and volume)

4 Price reasonability

5 Brand image

6 Cost of funding

7 Empowerment

8 Strategic locations

9 First entry advantage

10 Technology

11 Employee support

12 Economy of scale

13 Collaborative 
advantage

14 Fiscal advantage

15 Written-off cost 
advantage

16 Fund availability

17 Big brothers’ shelter

18 Macrolevel 
understanding and 
vision mapping

19 Historically acquired 
assets

20 Cumulative research 
base
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 2. What advantages listed in Table 2.2 does your organization present to 
the parent group? [Purpose: Evaluation of strategic, operational, and 
financial advantages of the organization to company group.]

 3. What should your company’s future strategic positioning be based on 
regarding the parameters listed in Table 2.3? [Purpose: Visualization of 
strategic position of the company based on structure, business partners, 
resource requirements, and growth and development factors.]

Table 2.2 Evaluation of Strategic, Operational, and Financial Advantage

No. Group Advantages
Very 

Considerable Considerable Negligible Nil

1 Product focus and 
strategic business units 
(SBU) advantages

2 Enriching group’s value 
chain

3 Contribution to group’s 
profits

4 Contribution to group’s 
strategic plans

5 Role-model positioning

6 Center for initiatives

7 Administrative 
diversification

8 Synergistic advantage

9 Financial engineering for 
net worth appreciation

10 Group’s structural flexibility
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Table 2.3 Visualization of Strategic Position of the Company

No. Parameter Yes/No

1 Your company should be totally independent of its holding 
company, i.e., the holding company should be an investor only; 
ownership and management should be separate

2 New partners in your company should contribute:

Capital

Borrowed funding

Equity funding

Technology upgrades

New markets

Other advantages

3 Your company should conduct certain activities as a member of a 
consortium, cartel, confederation, or flexible group:

Procurement of raw material

Product processing

Product distribution

Product development

Fund-raising

New market development

Wage negotiations

Human resource development

4 Your company should pursue certain development- and growth-
oriented changes:

Introduction of high quality products

Capacity expansion

Equity sharing with employees

Creation of distribution network

Building brands

Acquiring strong brands

Creation of operational franchises

Offering promotional and/or consultative support

Product diversification
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 4. The financial department should complete Table 2.4 for strategic analy-
sis of product-wise financial performance. [Purpose: Financial analysis 
of product performance in comparison to best and average products 
in the industry.]

Table 2.4 Financial Analysis of the Product-wise Performance

Detail

Product 1 Product 2

Your 
Company

Best in 
Industry

Average 
in 

Industry
Your 

Company
Best in 

Industry

Average 
in 

Industry

Identifiable 
cost per unit

Add common 
cost allotted 
per unit

Total cost per 
unit

Add profit per 
unit

Sale price per 
unit

Return on 
investment 
(ROI)

Investment 
turnover

(sales/
investment)

Profitability

(profit/sales)
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 5. To rate organizational effectiveness, rank the value drivers (factors 
 contributing to organizational effectiveness) in Table 2.5 in their order 
of importance based on their actual contributions to organizational 
 success. [Purpose: Assessment of the impacts of various value drivers on 
the effectiveness of the organization.]

Table 2.5 Impact of Various Value-Drivers

No. Value Drivers

Rank in 
Order of 

Importance

Rank by Actual 
Contribution to 

Organization 
Success

1 Processes (technology and operational 
smoothness)

2 Products (quality, volume, reliability)

3 Price to customers

4 People (quality and availability of 
employees)

5 Promotion (promoting new products and 
capturing new markets)

6 Policy (informal rules, code of conduct, etc.)

7 Places (locations of production, distribution, 
marketing, and other activities)

8 Programs (routine and special activities or 
projects for promoting development and 
growth)

9 Power of funds (amounts and costs)

10 Pragmatism (flexibility and rationality)
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 6. To rate performance management, rank the factors listed in Table 2.6 
in terms of their importance for performance planning. [Purpose: 
Understanding the importance of various factors considered in 
 performance planning.]

Table 2.6 Importance of Various Factors in Performance Planning

No. Factor Rank

1 Long-term goal of organization

2 Present resources available

3 Competence of employees

4 Projected threats from competitors

5 Government rules and regulations

6 Cost advantage

7 Quality enhancement

8 Gaining greater market share

9 Rate of return expected on owners’ funds

10 Quality of internal logistics

11 Organizational culture

12 Techniques available for performance monitoring

13 Immediate priorities for change or improvement
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 7. As a division, department, or function head, which parameters or 
 guidelines listed in Table 2.7 do you use for performance planning? 
Answer yes or no, and rank each item based on its importance. 
[Purpose: Understanding various parameters of performance planning 
at the division or department level.]

Table 2.7 Parameters of Performance Planning at Division or Department Level

No. Parameter Yes/No Rank if Yes

1 Targets set by top management or corporate 
planning cell

2 Specific targets allotted to you

3 Actual performance of previous year

4 Performance of similar department in 
competitor organization

5 Ideas for future growth of your department

6 Competence and size of your team

7 Present resources available

8 Trend analysis covering past few years

9 Notional earning or cost benchmarks

10 Feedback from subordinates

11 Strategic importance of your department 
within organization

12 Other parameter (specify)
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 8. Which of the methods, processes, or parameters shown in Table 2.8 
do you use for performance monitoring? Answer yes or no, and rank 
each yes item based on degree of importance, convenience, and 
 transparency. [Purpose: Understanding various sources of performance 
benchmarks and their use in performance control.]

Table 2.8 Sources of Performance Benchmarks

No.

Performance 
Monitoring 

Technique or 
Parameter Yes/No

Rank Yes Answers by

Importance Convenience Transparency

1 Quantitative targets

2 Competitors’ 
benchmarks

3 Customer feedback

4 Supplier feedback

5 Employee feedback

6 Qualitative targets

7 Surprise checks

8 Trend comparisons

9 Global standards

10 Informal information 
channels

11 Self-assessment 
reports

12 Early warning signals

13 Notional parameters

14 Industry average 
performance

15 Benchmarks set by 
parent organization

16 Benchmarks set by 
shareholders

17 Other technique or 
parameter (specify)
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 9. Rank (by degree of significance) the components or features listed in 
Table 2.9 that you consider when framing an optimal strategy. [Purpose: 
Understanding various factors defining an optimal strategy and assess-
ing their relative importance.]

Table 2.9 Defining an Optimal Strategy

No. Component or Feature Rank

1 Sustainable results

2 Simplicity of interpretation

3 Ease of implementation

4 Collective participation in formulation

5 Collective participation in implementation

6 Ease of assessing impact

7 Value of cost or degree of risk

8 Support from senior management and/or owners

9 Scope for new competitive advantage

10 Retention of present competitive advantage

11 No complex data requirement for formulation

12 Other parameter or technique (specify)
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 10. In your organization, what actual preference is given to strategy 
 quotients in Table 2.10? Indicate your optimal preferences in the 
 right-most column. [Purpose: Appreciating the application of various 
quotients in strategic planning.]

Table 2.10 Quotients in Strategic Planning

No. Strategy Quotient
Actual Preference in 

Organization
Optimal Preference 

(Your Opinion)

1 Entrepreneurial

2 Intelligence

3 Economic

4 Emotional

5 Social

6 Operating

7 Leadership
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 11. Assess the quality and quantity of corporate governance in your 
 organization based on the parameters listed in Table 2.11. Rate each 
parameter excellent, adequate, or inadequate. [Purpose: Understanding 
and evaluating parameters of corporate governance.]

Table 2.11 Parameters or Components of Corporate Governance

No. Parameter

Quality and Quantity of Corporate 
Governance

Excellent Adequate Inadequate

1 Accounting transparency

2 Participation by minority shareholders

3 Optimum employee utilization

4 Optimal response to social environment

5 Strategic inputs by board members

6 Operational control by board members

7 Decision-making efficiency and 
effectiveness of board

8 Board teamwork

9 Board responses to external 
stakeholders (lenders, customers, 
suppliers, etc.)

10 Optimal dividend payments

11 Board support to senior employees

12 Optimal managerial remuneration

13 Regularity, transparency, and 
effectiveness of board meetings

14 Democratic system for discussions by 
working groups on major issues and 
decisions

15 Ability of system to appraise quality 
and quantity of corporate governance
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Part B: Business Development Inquiry

 1. Rate the expected future performance of your products (excel-
lent, good, poor, or nil) based on the variables listed in Table 2.12. 
[Purpose: Assessing potential performance of company products in the 
future.]

 2. Which of the threats shown in Table 2.13 do you expect your  company 
to face in the coming years? Indicate the degree based on the key 
shown at the bottom of the table. [Purpose: Evaluation of potential 
threats expected in the near future.]

 3. How do you rank the components of your business model shown in 
Table 2.14 on the key parameters of importance and scope for change? 
[Purpose: Assessment of components of the company’s  business 
model.]

 4. Does the importance of each component of the business model 
change at various stages of business development? Rank the compo-
nents listed in Table 2.15 in terms of importance in each of the seven 
stages shown. [Purpose: Critical evaluation of behaviors of various 
components of the business model at various stages of a company life 
cycle.]

 5. How do you rank the business models used for various divi-
sions in your organization based on the factors listed in Table 2.16? 
[Purpose: Comparative assessment of business models using three major 
parameters.]

 6. What are the overall impacts of different business models used 
for different businesses in your group as defined in Table 2.17? 
[Purpose: Assessment of positive and negative impacts of business 
models.]

 7. Which is the most important or vibrant subcomponent among those 
listed in Table 2.18 that considerably influences the overall design of 
your business model? [Purpose: Microanalysis of subcomponents of 
business model.]

 8. How would you rank the business development strategies listed 
in Table 2.19 at various stages of your organization’s life cycle? 
[Purpose: Appreciating the importance of adopting various strategies 
during different stages of a company’s life cycle.]
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Table 2.12 Assessment of Future Performance of the Company’s Products

No. Parameter Excellent Good Poor Nil

1 Market growth in next 3 years:

Domestic

Global

2 Potential for growth in market share:

Present rate

Higher rate

3 Potential for new or alternate product 
development

4 Cost escalation

5 Entry of new participants into market:

Domestic

Foreign

6 Scope for new process and 
distribution technology development 
(and subsequent labor reduction)

7 Need for capital investment for:

Expansion

Renovation

Diversification

8 Change in market forces based on:

Price war

Liberal credit

Liberal commissions

Distribution efforts

Need for brand equity

Increased volume of operations

Quality expectations
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Table 2.13 Evaluation of Business Threats

Threat Degree*

New entrants to market

Product replacement

Technology obsolescence

Fund scarcity

Reduced product demand

Reduced economic abilities of customers

Increasing cost of funds

Reduced employee productivity

Reduced empowerment by parent company

Impact of parent company’s downward performance

International adversities

Price and credit wars conducted by competitors

Overall industrial slowdown

Growing confusion in parent company’s plans and strategies

*0 = Nil, 1 = Little, 2 = Marginal, 3 = Considerable, 4 = High, 5 = Very high.

Table 2.14 Assessment of Business Model

No. Component Importance Scope for Change

1 Profit (rate of return expected)

2 Product

3 Processes

4 People

5 Policies (work ethos)
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Table 2.17 Impact of Business Models

No. Impact

Agree to

No
Some 
Extent

Reasonable 
Extent

High 
Extent

Very High 
Extent

1 Diversity of business 
models creates hedge 
for risk management.

2 Diversity has damaged 
homogeneity of 
overall group 
structure.

3 Holistic and common 
strategic thinking 
among business heads 
is poor.

Table 2.16 Ranking Business Model of Different Divisions

No.
Business 
Division

Ranking Factors

Risk Rate of Return Absolute Amount of Return

1

2

3
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Part C: Strategic Cost Management Inquiry

 1. Table 2.20 lists factors for achieving cost competitiveness and  improving 
profitability. Rate the factors based on the key below the table. 
[Purpose: Understanding and evaluating methods to help company 
remain competitive and improve profitability.]

 2. What weight do you attach to cost competitiveness compared 
to the other elements of competitiveness cited in Table 2.21? 
[Purpose: Comparison of the importance of cost competitiveness to other 
elements of competitiveness at various stages of a product’s life cycle.]

 3. How do you determine the benchmarks of cost competitiveness among 
those listed in Table 2.22? [Purpose: Understanding the relevance of 
various benchmarks of cost competitiveness.]

Table 2.19 Ranking of Business Development Strategies

No.

Business 
Development 

Strategy

Life-Cycle Stage

Beginning Take-off Consolidation Leadership

Weakness 
or 

Stagnation

1 Growth in 
volume

2 Growth in 
product 
variety

3 Partial or total 
diversification

4 Backward 
integration

5 Forward 
integration

6 Growth via 
networking 
or partnering

7 Creation of 
new markets

8 Revival of old 
brands and 
products
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 4. Compare the performances of your company and its competitors based 
on cost and other elements of competitiveness cited in Table 2.23. 
[Purpose: Assessing competitiveness of your company and its 
competitors.]

 5. Table 2.24 lists various methods of measuring cost competitive-
ness. How do you measure cost competitiveness for your  company? 
[Purpose: Understanding several methods of measuring cost 
 competitiveness at various time intervals.]

Table 2.20 Achieving Cost Competitiveness

Scope Provider Scope*

Harsh supply negotiations

Wages based on performance of individuals and departments

Wages based on profits

Process reengineering

Product reengineering

New product development

Reduction in head office overhead

Leasing out idle capacities

Outsourcing processing and/or packaging

Further automation

Change in business model

Capital restructuring

Capacity expansion

Backward integration

Forward integration

Brand use royalties

Collaborative procurement

Collaborative processing

Collaborative distribution

Reduction in decision making and implementation delays

*0 = Nil, 1 = Little, 2 = Marginal, 3 = Considerable, 4 = High, 5 = Very high.
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Table 2.21 Other Elements of Competitiveness

Competitiveness

Product Performance Stage

Launch Take-off Consolidation Leadership Revival

Quality

Size

Delivery

Cost

Variety

Sustainability

Ethical practice

Table 2.23 Comparison of Cost Competitiveness

Element of 
Competitiveness

Competitors

Close
Best in Local 

Market
Local 

Average
Global 

Best
Global 

Average

Cost

Quality

Size

Delivery

Variety

Sustainability

Ethical practice

Table 2.22 Benchmarks of Cost Competitiveness

No. Benchmark

Cost Competitiveness

Product Process Period People Place

1 Market reference

2 Trend analysis

3 Earning or price target

4 Unrelated industry 
benchmarks
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 6. Five methods of analyzing cost competitiveness are listed below. 
How does your operation track and treat cost competitiveness? 
[Purpose: Understanding the accounting or strategic treatment of cost 
 competitiveness.] The analysis methods are:

 a. Accounting via product or process costing
 b. Separate accounting system that may not transfer cost advantages to 

customers
 c. Utilizing cost advantage to absorb future cost escalations
 d. Utilizing cost advantage to support weak product or territory
 e. Utilizing cost advantage notionally for project comparison
 7. Which group among the stakeholders listed in Table 2.25 makes 

the greatest contribution to your company’s cost competitiveness? 
[Purpose: Critical assessment of cost competitiveness contributions by 
various stakeholders.]

 8. Which of the accounting and information systems listed in Table 2.26 
do you use to capture adequate, reliable, and timely data about cost 
competitiveness? [Purpose: Appreciating various systems for capturing 
reliable cost competitiveness data.]

Table 2.24 Methods of Measuring Cost Competitiveness

No.
Method of 

Measurement

Periodicity

Daily
Short 
Term

Medium 
Term

Long 
Term Occasional

1 Per unit of product, 
process, or resource

2 Percent of total cost

3 Percent of total sales

4 Discounted value 
(increase in NPV)

5 Notional value 
(considering 
opportunity cost)

6 Change in ROI

7 Risk-weighted 
absolute cost saving
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Table 2.25 Contribution to Cost Competitiveness

No. Category

Contribution to Cost Competitiveness

Occasional Sustainable Always High Nil Negative

1 Employees:

Entrepreneurial

Knowledge

Systemic

2 Vendors

3 Strategic 
partners

4 Distributors

5 Lenders

6 Shareholders

7 Government 
entities

8 Advisors

9 Others

Table 2.26  Accounting and Information Systems to Capture Cost 
Competitiveness Data

No.
Accounting and 

Information Systems

Use

Regular 
Official Occasional

Regular 
Unofficial Supplementary

1 Profit center

2 Activity-based 
costing

3 Objective-based 
costing

4 Segmental 
accounting

5 Notional costing

6 Incremental cost–
benefit analysis
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Part D: Operations Management Inquiry

 1. How do you evaluate your company’s organizational structure in 
terms of the indicators listed in Table 2.27 on a decreasing scale of 5 
( excellent) to 0 (nil). [Purpose: Critical assessment of the effectiveness of 
management.]

Table 2.27 Evaluation of Organization Structure

No. Indicator

Achievement Index*

5 4 3 2 1 0

1 Simplicity and speed of decision 
making

2 Guidance from seniors to juniors

3 Efficient crisis management

4 Data availability for decision making

5 Empowerment for decision making

6 Speed of response to market 
fluctuations 

7 Quality of logistic management 
between departments, locations, 
and functions

8 Interfunctional or interdepartmental 
cooperation

9 Overall teamwork of organization

10 Impact, influence, or dominance of 
top team on organizational culture

11 Influence of employee union on 
organizational culture and decision 
making

12 Organization’s competency to 
absorb or tolerate negative results 
of decisions or events

13 Systemic support for problem 
solving

(Continued)
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 2. Rank the factors listed in Table 2.28 according to the degree to which 
they influence the overall quality of your operations management. 
[Purpose: Understanding factors that determine the quality of operations 
management.]

 3. How do you classify your operations or business activities broadly? 
[Purpose: Understanding various methods used to classify business 
operations for various purposes.] See Table 2.29.

Table 2.27 (Continued) Evaluation of Organization Structure

No. Indicator

Achievement Index*

5 4 3 2 1 0

14 Transparency in interdepartmental 
transactions

15 Mature processes of leadership 
building

16 Independence of junior employees 
in handling extraordinary situations

17 Frequency of reporting by juniors to 
seniors

18 Volume and quality of reporting by 
juniors to seniors

19 Homogeneity in thinking at various 
employee levels 

20 Simplicity in organizational hierarchy

21 Timely promotional chances 
available to employees

22 Coordinative efficiency between 
line departments and support 
departments

23 Sharing of organization’s vision, 
future plans, and relevant strategies 
across organization

24 Facilitation for management of 
change at various levels

*5 = Excellent, 4 = Very Good, 3 = Good, 2 = Marginal, 1 = Poor, 0 = Nil.
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 4. What is the overall scope of improvement demonstrated by various 
areas of your operation in the factors listed in Table 2.30. The rating 
scale is shown at the bottom of the table. Vertical and horizontal totals 
should indicate overall scope of improvement on every parameter and 
in every operation. [Purpose: Assessing the scope of improvement in 
various parameters by individual operations.]

 5. Table 2.31 lists common human factor problems. Based on conditions in 
your operation, rank the factors by criticality. [Purpose: Critical  assessment 
of employee-related issues that impact operations management.]

Table 2.28 Factors Deciding the Quality of Operations Management

No. Factor Rank

1 Organizational structure

2 Employee productivity

3 Resource availability

4 Process logistics

5 Performance planning

6 External factors (e.g., market conditions, suppliers, etc.)
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Part E: Employee Productivity Inquiry

 1. How are your employees rewarded or penalized for good or poor 
performance? Rank the choices in Table 2.32 in order of preference. 
[Purpose: Review of performance-linked reward system.]

 2. Rank the leadership styles listed in Table 2.33 according to your prefer-
ence. [Purpose: Appreciation of various styles of leadership.]

 3. Rank the leadership attributes listed in Table 2.34 according to your 
preference. [Purpose: Review of leadership styles.]

 4. How do you rank the team-building factors listed in Table 2.35? 
[Purpose: Comprehensive assessment of various factors to be considered 
for team building.]

 5. Use Table 2.36 to list the five best strengths of your department or 
 division team (based on the factors listed in Table 2.35), then rank them 
in terms of value in the right-most column. [Purpose: Critical assessment 
of the strengths of a working team.]

 6. List five (or fewer) important weaknesses of your team (referring to 
the list of factors in Table 2.35) and rank them by the degree of seri-
ousness, in Table 2.37. [Purpose: Critical assessment of weaknesses of 
a working team.]

 7. If you are not on a good team because no team has been formed, note 
in Table 2.38 five (or fewer) reasons for failure to form a team. Rank the 

Table 2.31 Employee-Related Issues Impacting Operations Management

No. Human Factor Problem Rank by Criticality

1 Impact of union activity

2 Level of competence

3 Method of recognition

4 Employees from local area versus employees from 
other areas

5 Emotional gaps between officers and workers

6 Quality of communication and coordination

7 Lack of multiskill capability

8 Duplication of operations

9 Availability of suitable employees
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Table 2.32 Review of the Performance-Linked Reward System

No. Parameter Order of Preference

1 Grant or refusal of annual increment

2 Grant or refusal of periodic promotion

3 Extraordinary increase or decrease in salary

4 Change in job content

5 Change in designation

6 Geographic transfer

7 Departmental transfer

8 Cash reward or penalty

9 Certificate of merit or remarks of criticism 

10 Symbolic reward or penalty

11 Other parameter (specify)

Table 2.33 Styles of Leadership

No. Leadership Style Rank by Preference

1 Leadership by power

2 Leadership by performance and knowledge

3 Participative or group leadership

4 Leadership by consensus

5 Leadership based on situational requirements

6 Leadership based on job or task requirements

7 Leadership through ownership

8 Leadership by age

9 Leadership based on experience

10 Leadership based on popularity

11 Extended or allotted leadership

12 Other style (specify)
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reasons based on criticality. [Purpose: Critical analysis of the reasons for 
not forming a good working team.]

 8. Assess the leadership attributes listed in Table 2.39 on the 0 to 5 scale 
shown at the bottom of the table. [Purpose: Relative assessment of your 
leadership and the leadership of superiors.]

 9. How are your four categories of human resources listed in Table 2.40 
divided based on degrees of productivity? [Purpose: Statistical analysis 
of categories of employees based on numbers and costs.]

 10. Show in Table 2.41 the contributions of the four categories of  employees 
shown in Table 2.40 to the profit (or economic value added) of the 
organization? [Purpose: Analysis of contributions made by  specific 
 categories of employees to organization profits.]

 11. How do you correlate your business divisions with business  models 
and categories of employees? Use Table 2.42 for your analysis. 
[Purpose: Understanding the correlation between a business model and 
types of employees.]

Table 2.34 Qualities of a Leader

No. Leadership Attribute Preference

1 Ability to guide

2 Ability to make people perform

3 Ability to manage crises

4 Capacity to arrange resources

5 Competence for strategy and policy formulations

6 Technical competence

7 Democratic behavior

8 Respect among followers

9 Support by seniors

10 Ability to think ahead

11 Ability to implement change

12 Ability to offer or achieve results

13 Ability to communicate and convince

14 Appropriate personality

15 Other quality (specify)
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Table 2.35 Team-Building Factors

No. Team-Building Factor Rank by Importance

1 Clear purpose for building team

2 Homogeneity in thinking 

3 Loyalty to organization

4 Loyalty for team leader

5 Respect for team members

6 Equal competence of team members

7 Tenure of team

8 Knowledge sharing

9 Sharing of personal problems

10 Common enemies and hurdles to be faced

11 Common ambition

12 Resource availability

13 Education of team members

14 Behavioral patterns of team members

15 Quality of communication

16 Quantity of communication

17 Quality of team leadership

18 Requirements imposed by circumstances or set by 
top management

19 Physical closeness

20 Clear parameters to measure performance of team 
members

21 Sharing of team’s gains or losses

22 Team’s support to members

23 Members’ readiness to sacrifice for team

24 System to build consensus within team

25 Transparency in transactions of team members

26 Leadership sharing

(Continued)
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Table 2.35 (Continued) Team-Building Factors

No. Team-Building Factor Rank by Importance

27 Cultural similarities

28 Size of team

29 Ranks or positions of team members in department 
or organization

30 Other factor (specify)

Table 2.36 Strengths of a Working Team

No. Team Strengths Rank

1

2

3

4

5

Table 2.37 Weaknesses of a Working Team

No. Assessment of Team Weaknesses Rank

1

2

3

4

5

Table 2.38 Reasons for Not Forming a Good Working Team

No.
Reasons for Incomplete Formation of 

or Failure to Form a Good Team Rank

1

2

3

4

5
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Table 2.39 Comparative Statement of Leadership

No. Leadership Attribute

Your 
Leadership 

(Scale)*

Division 
Leadership 

(Scale)*

Organization 
Leadership 

(Scale)*

1 Achievement of results 

2 Vision

3 Respect among team members

4 Ability to manage change

5 Ability to raise resources

6 Ability to build and manage team

7 Ability to make people work

8 Ability to reward or penalize 
team members

9 Ability to work with other teams

10 Readiness to sacrifice

Total score (of 50)

*5 = Excellent, 4 = Very Good, 3 = Good, 2 = Marginal, 1 = Poor, 0 = Nil.

Table 2.40 Productivity-Wise Break-Up of Human Resources

No.
Productivity Analysis by 

Employee Category
Percentage of Total 
Human Resources

Percentage of Total 
Cost Represented

1 Systemic

2 Knowledge based

3 Decision making (leadership)

4 Entrepreneurial

Table 2.41 Employee Category-Wise Contribution to the Profit of the Organization

No. Employee Category Percentage Contribution to Profit

1 Systemic

2 Knowledge based

3 Decision making (leadership)

4 Entrepreneurial
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 12. How true are the relationships shown in Table 2.43 in your organization? 
[Purpose: Correlating various categories of employees and types of profits.]

 13. Which factors listed in Table 2.44 influence your employees to improve 
their productivity? Rank the factors for each employee  category. [Purpose: 
Analysis of various factors contributing to employee productivity.]

Table 2.42 Correlation between Business Model and Type of Employees

Business 
Division

Business Model Dominated by 
Product, Process, People, Place, 

or Policy?

Dominant Employee Category: 
Systemic, Knowledge, 

Leadership, or Entrepreneurial?

A

B

C

D

Table 2.43 Category of Employee and the Type of Profit

No.

Relationship

Not 
True

Somewhat 
True

Considerably 
True

Totally 
True

Employee 
Category Profit Type

1 Systemic Economy-
based

2 Knowledge Industry-
based

3 Leader Company-
based

4 Entrepreneurial Distinctive
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 14. How do the categories of employees in your organization (listed 
in Table 2.45) enjoy (or face) vibrancy of remuneration and job 
 content? [Purpose: Analysis of the impacts of variable pay and job rotation.]

 15. What techniques or approaches to improving productivity are 
 preferred by the categories of employees listed in Table 2.46? 
[Purpose: Understanding of various techniques preferred by different 
categories of employees to improve their productivity.]

 16. How do the categories of employees listed in Table 2.47 respond to 
organizational failure? Indicate percentages for each response. [Purpose: 
Critical analysis of employees’ responses to organizational failure.]

Table 2.45 Impact of Variable Pay and Job Rotation

No.
Employee 
Category

Percentage of 
Remuneration 
as Variable Pay

Agreement with Change of Job Content

Nil Some Considerable Absolute

1 Systemic

2 Knowledge

3 Leader

4 Entrepreneurial
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Part F: Resource Management Inquiry

 1. How do you rank resource allocations for different business divisions? 
Table 2.48 shows common factors in resource planning. [Purpose: 
Understanding importance of factors that determine resource planning.]

 2. What weight do you attach to different feasibilities of resource 
use (Table 2.49) for different business divisions? [Purpose: Critical 
 assessment of feasibilities defining resource use.]

 3. Which financial parameters listed in Table 2.50 (with different weights) 
do you use to determine resource allocations for various projects and/or 
products? [Purpose: Comprehensive analysis of financial parameters that 
determine resource allocations.]

 4. Which of the resources listed in Table 2.51 are most significant for each 
business division? [Purpose: Classification of types of assets based on 
importance and quantities.]

Table 2.48 Resource Planning

No.
Business 
Division

Determinants of Resource Planning

Earning 
Potential

Resource 
Availability

Resource 
Cost

Business 
Model 

Risk

Ability to 
Use the 

Resource 

1 A

2 B

3 C

4 D

Table 2.49 Resource Usage Feasibilities

No.
Business 
Division

Dominant 
Component 
of Business 

Model

Feasibility

Marketing Financial Technical Sociopolitical

1 A

2 B

3 C

4 D
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 5. How did you finance investments in various long-term and short-term 
assets? Indicate percentages for the four financing methods cited in 
Table 2.52. [Purpose: Analysis of various sources of financing.]

 6. Rank the factors listed in Table 2.53 that influence your debt/equity 
mix. [Purpose: Critical assessment of factors that determine capital 
structure.]

Table 2.53 Factors Deciding Capital Structure

No. Factor Rank

1 Tax saving arising from interest payments

2 Interest rate

3 Dividend rate

4 Dilution of promoter’s stake through issue of new shares

5 Increase in earnings per share

6 Availability of borrowed funds

7 Stock market conditions

8 Premium on share issues

9 Inflation rate

10 Appetite for future share issues

11 Appetite for future borrowings

12 Funds from strategic partner

13 Government policies

14 Capacity to serve borrowings

15 Assets available to increase borrowings by mortgages
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 7. Use Table 2.54 to analyze your resource planning. [Purpose: 
Appreciation of resource planning and review process.]

 8. Indicate in Table 2.55 the categories of employees who  participate 
in resource-related matters. [Purpose: Understanding employee 
 participation in resource management at various levels.]

 9. Use Table 2.56 to demonstrate how you determine resource requirement 
at various stages of a product’s life cycle. [Purpose: Critical assessment 
of resource requirements during product life cycles.]

 10. Which broad parameters shown in Table 2.57 do you use to  evaluate 
the efficiency of resource utilization? Rank them by importance. 
[Purpose: Comprehensive understanding of parameters used to evaluate 
outcomes of resource utilization.]

Table 2.54 Resource Planning & Review Process

No.
Business 
Division

Resources Identified 
by Product, People, 

Process, Place, or 
Combination

Resource Planning and Review Periodicity

Routine 
Capital 

Expenditure

Major 
Capital 

Expenditure

Working 
Capital 

Funding

1 A

2 B

3 C

4 D
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Prerequisite 2: Status Evaluation

This section assesses 25 parameters in 5 performance areas. After evaluation 
of the information revealed by the Prerequisite 1 questionnaires, executives 
should consider growth factors to determine the organization’s overall status. 
The growth factors are categorized as shown below.

Growth Area 1: Business Growth and Expansion
 1.1 Growth in volume
 1.2 Growth in market share

Table 2.57 Evaluation of Resource Utilization

No. Parameter Rank

1 Rate of return on resources IRR & ARR and NPV, PBP identified by 
ROI, viz:

Product

Process

Place

People

2 Capital (investment) turnover ratio

3 Incremental capital turnover ratio

4 Percentage of capacity use

5 Resource use per employee

6 Long-term asset turnover ratio

7 Working capital turnover ratio

8 Inventory turnover ratio

9 Receivables turnover ratio

10 Tangible assets turnover ratio

11 Intangible assets turnover ratio

12 Resources invested for every extra degree of quality improvement

13 Resources invested for every extra degree of productivity 
improvement

14 Resources invested for every extra degree of risk reduced

15 Resources consumed for damage control or recovery
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 1.3 Growth through diversification
 1.4 Growth through alteration of value chain (backward, forward, and 

diagonal integration)
 1.5 Growth through networking (outsourcing, partnering, etc.)

Growth Area 2: Strategic Cost Management
 2.1 Reduction in cost per unit of product
 2.2 Accuracy and effective use of cost measurement and control system
 2.3 Use of cost competence as a parameter for evaluating employees
 2.4 Cost competence as sustained competitive advantage
 2.5 Cost flexibility (discretion to incur costs)

Growth Area 3: Employee Development and Satisfaction
 3.1 Increase in employee productivity
 3.2 Increase in employee satisfaction
 3.3 Productivity as sustained competitive advantage
 3.4 Investment in enhancing productivity (knowledge management, 

technology improvement, etc.)
 3.5 Productivity initiative as institutional culture

Growth Area 4: Operations, Logistics, and Technology Management
 4.1 Operating profitability
 4.2 Systemic discipline
 4.3 Systemic flexibility
 4.4 Operations improvement
 4.5 Fresh investment in new technology

Growth Area 5: Resource Management
 5.1 Operating Return on Investment (ROI)
 5.2 Owner’s ROI
 5.3 Investment turnover
 5.4 Economic value added (EVA) with suitable alterations in computation
 5.5 Liquidity

Versatile Corporate Evaluation

Every executive respondent is responsible for quantifying company 
 performance on each of five parameters using a six-point scale (0 = nil; 
1 = poor; 2 = average; 3 = good; 4 = very good; and 5 = excellent) as a 
 component of strategic planning. Note that all the parameters may not be 
applicable to every company.

Example 2.1—Assume that Mr. A has quantified his company’s 
 performance in the right-most columns of Tables 2.58 through 2.62.
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  Total score for five areas covered by tables = 13 + 17 + 17 + 21 + 18   
 = 86 (125) = 69%

Based on Mr. A’s perceptions, the composite performance index (CPI) of his 
company is 69%—between good and very good. In his opinion, the com-
pany’s performance in the business development area is the lowest (52%) 
among all five performance areas. Conversely, its performance in the area 
of ‘operations, logistics, and technology management’ is 84%—the  highest 

Table 2.58 Area 1: Business Development

No. Parameter
Maximum 

Score
Score 

Achieved

1.1 Growth in volume 5 3

1.2 Growth in market share 5 2

1.3 Growth through diversification 5 3

1.4 Growth through alteration in value chain 
(backward, forward, and diagonal integration)

5 2

1.5 Growth through networking (i.e., Outsourcing, 
Partnering, etc.)

5 3

Total 25 13

Score = 52%

Table 2.59 Area 2: Strategic Cost Management

No. Parameter
Maximum 

Score
Score 

Achieved

2.1 Reduction in cost per unit of product 5 4

2.2 Accuracy and effective use of cost measurement 
and control system

5 3

2.3 Use of cost competence as parameter for evaluating 
employees

5 4

2.4 Cost competence as sustained competitive advantage 5 3

2.5 Cost flexibility (discretion to incur costs) 5 3

Total 25 17

Score = 68%



Prerequisites of Strategic Planning: Inquiry and Status Evaluation  ◾  69

 rating among all the performance areas. The variance between the two 
 ratings can have a number of interpretations. For example, the company 
may be focusing inward instead of seeking opportunities  elsewhere, or it 
may manage its operations very well but fail to pursue a commitment to 
business development. This could lead to stagnation in the future.

Another possibility is that the weights of the parameters or growth areas 
may not be the same. In an acute recession, a company may attach more 
importance to retention of market share and cost control and focus less on 
diversification, rate of return, and other initiatives. In such  situations, relative 
importances (weights) will have to be assigned to the various parameters 
(or areas) and a weighted composite performance index computed.

Table 2.60 Area 3: Employee Development and Satisfaction

No. Parameter
Maximum 

Score
Score 

Achieved

3.1 Increase in employee productivity 5 4

3.2 Increase in employee satisfaction 5 2

3.3 Productivity as sustained competitive advantage 5 3

3.4 Investment in enhancing productivity (knowledge 
management, technology improvement, etc.)

5 4

3.5 Productivity initiative as institutional culture 5 4

Total 25 17

Score = 68%

Table 2.61 Area 4: Operations, Logistics, and Technology Management

No. Parameter
Maximum 

Score
Score 

Achieved

4.1 Operating profitability 5 5

4.2 Systemic discipline 5 4

4.3 Systemic flexibility 5 5

4.4 Operations improvements 5 3

4.5 Fresh investment in new technology 5 4

Total 25 21

Score = 84%
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All top executives must meet and participate in “brainstorming”  sessions 
to determine correct scores and weights to be included in a weighted 
 composite performance index. They may not reach a consensus initially. 
In that case, they should review (and if necessary re-do) their evaluation and 
attempt to fill the perceptional gaps. They should carry out a second round 
of brainstorming. If no consensus is reached on the second round, they 
should consider engaging a consultant to act as a moderator.

The outcome of the Prerequisite 2 exercise will serve as a basis for 
 strategic planning. The results of analyzing the various parameters and 
 performances will be used for SWOT (strengths, weaknesses, opportunities, 
and threats) analysis of each performance area.

Dimensions of Strength Analysis
Present strengths to be improved further
New strengths to be explored
Present strengths to be retained
Present strengths to be exchanged or combined with new strengths

Dimensions of Weakness Analysis
Present weaknesses to be eliminated or reduced
Potential weaknesses to be avoided or managed
A weakness to be strategically converted into a strength
Averting possibility that present strength will become weakness
Impact of weaknesses on other strengths and vice versa

Dimensions of Opportunity Analysis
Opportunities of volume growth or operational change

Table 2.62 Area 5: Resource Management

No. Parameter
Maximum 

Score
Score 

Achieved

5.1 Operating ROI 5 3

5.2 Owner’s ROI 5 3

5.3 Investment turnover 5 4

5.4 Economic value added (EVA) with suitable 
alterations in computation

5 4

5.5 Liquidity 5 4

Total 25 18

Score = 72%
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Opportunities to be exploited with present and potential strengths
Opportunities that may be lost because of present or potential 

weaknesses
New opportunities to be created with new strengths
Old opportunities to be replaced by new opportunities

Dimensions of Threat Analysis
Present and potential threats
Opportunities inviting threats
Threats to be converted into opportunities
Old threats to be replaced by new manageable threats
Threats to be averted or reduced by sharing them through networking

After analyzing the SWOT (strengths, weaknesses, opportunities, threats) 
areas, the results should be verified based on the value drivers of the 
 business as shown in Table 2.63.

Table 2.63 SWOT Analysis

No. Value Driver Strengths Weaknesses Opportunities Threats

1 Product

2 Place

3 Promotion

4 Price

5 People

6 Processes

7 Programs

8 Perceptions

9 Policies

10 Projects

Notes: Place indicates markets and production centers.
 Price includes cost performance.
 People are all stakeholders (employees, distributors, shareholders, suppliers, 

lenders, etc.).
 Processes are manufacturing, marketing, human resources, and accounting 

and control functions.
 Programs are developmental activities.
 Policies include corporate culture and work ethos.
 Projects are new investments.



72  ◾  Strategic Planning, Execution, and Measurement

A comprehensive SWOT analysis should facilitate appropriate strategic plan-
ning in line with the company’s vision and mission. It can also reveal  general 
conclusions that may be useful for further planning of organizational strategy:

Optimistically optimistic (OO): more than 90% of business factors are 
favorable.

Moderately optimistic (MO): 70 to 90% of business factors are favorable.
Moderately moderate (MM): 60 to 70% of business factors are favorable.
Moderately pessimistic (MP): 50 to 60% of business factors are favorable.
Absolutely pessimistic (AP): more than 50% of business factors are 

unfavorable.

Generally, an MO scenario is desirable and MM results should be achievable. 
Therefore, in the strategic plan, two sets of targets need to be decided for 
these two scenarios.
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Chapter 3

Strategic Plan: Components, 
Preparation, Review, and 
Recommendations

Structure and Components

A strategic plan is a comprehensive road map for implementing a company’s 
statement of mission so that it can reach the position defined by its vision. 
The plan consists of a set of strategies for the five growth (performance) 
areas that collectively define versatile business performance that should 
enable an enterprise to achieve world-class status. The five growth areas 
for framing strategies are:

 1. Business growth and expansion
 2. Strategic cost management
 3. Operations, logistics, and technology management
 4. Employee development and satisfaction
 5. Resource management

The strategies are first defined for each individual growth or performance 
area and then identified functionally. For example, a sales growth strategy 
will have to be implemented by sales and marketing but also involve cross 
functions such as production (for supplies), human resources (for  developing 
suitable competence and/or recruiting sales staff), and finance (for obtaining 
required working capital).
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Duration

A strategic plan may have a duration of 3 to 5 years, depending on organiza-
tion needs and projection of future events. In a fast-changing global business 
scenario, enterprises prepare their strategic plans for 3 years. A few enterprises 
prefer “rolling” strategic plans. A plan is  prepared to cover years 1, 2, and 3, 
then revised after the end of year 1 to cover years 2, 3, and 4. While rolling the 
strategic plan, experience of year 1 and requirements of year 4 are considered.

Format

A strategic plan starts with five columns that define its five important 
 components as shown in Table 3.1. Each component (or column) of the 
 strategic plan is explained below. 

Strategy for Performance Areas

Two alternate strategies should be designed for achieving every target:

Moderately optimistic strategy (MO): workable in an environment in which 
70 to 90% of business factors are favorable.

Moderately moderate strategy (MM): workable in an environment in which 
60 to 70% of business factors are favorable.

Maximum possible business factors that influence performances in all the 
five growth areas should be listed and reviewed carefully to determine 

Table 3.1 Components of Strategic Plan

Strategy for each 
performance 
area (both 
optimistic and 
moderate 
strategies 
should be 
noted for each 
objective or 
goal)

Hurdle 
management 
(describe 
potential hurdles 
to be faced in 
executing each 
strategy and 
detail suitable 
tactics to 
manage the 
hurdles)

Cost–benefit 
analysis 
(CBA) (detail 
costs of 
executing 
each 
strategy and 
explain 
expected 
benefits)

Schedule 
for 
execution 
(show 
start-to-
finish 
schedule 
covering 
entire plan)

Crisis 
management 
and exit route 
(describe 
alternate route 
or damage 
control tactic 
to be followed 
in case of 
strategy 
failure)
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which business factors are favorable to the organization. The initial SWOT 
(strengths, weaknesses, opportunities, threats) analysis and the  conclusions 
based on the strategic inquiry, business model, and value chain of the 
organization should be reviewed because they provide vital  information 
for  compiling a list of favorable factors.

Hurdle Management

Execution of a strategy will be smooth and effective only if the following 
“hurdle creators” are managed tactically:

 1. Competitors and customers
 2. Government at all levels
 3. Suppliers
 4. Distributors
 5. Employee unions
 6. Financiers including shareholders
 7. Environmentalists and environments (sociopolitical and natural)

A set of tactics for dealing with these issues should be defined clearly. The 
tactics should constitute a proactive approach to hurdle management.

Cost–Benefit Analysis (CBA)

A broad CBA should be performed for every strategy. This exercise 
should approximately define the capital expenditures and revenue 
 expectations arising from strategy execution. The CBA should quantify 
the one-time or recurring benefits expected from the strategy over time.

Schedule for Execution

A broad schedule for executing a strategy should be created (with or  without 
brief references to major milestones). The schedule should clearly note 
starting and ending times of various steps that lead to plan  execution. 
The expected benefit period should be mentioned in this section.

Crisis Management and Exit Route

Some uncertainties may not be obvious while an organization frames a 
strategic plan. These uncertainties can create crises and ultimately make the 
strategy ineffective. Damage control and pragmatic exit plans are required 
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components of a strategic plan that projects into the future. Specific exit 
routes and strategy modifications should be defined along with provisions 
for handling damages expected from a worst-case scenario.

Execution and Impact Routes

Execution Route

Each strategy is to be executed through specified major milestones that consti-
tute its execution route. The advantages of defining an execution route include:

 1. Clear view of each step or milestone on the path to execution
 2. Time and resources required for each such milestone
 3. Possible hurdles impacting each milestone and suitable tactics to 

 overcome them
 4. Exit routes and/or damage control tactics for each milestone
 5. Clear method for handling milestones of two different strategies that 

impact each other
 6. Functional involvement at each milestone

Figure 3.1 illustrates an execution route for a strategy planned to expand 
an organization’s customer base in the business growth and development 
( customer perspective) performance area.

Impact Route

A broad description of the financial (commercial), strategic (long-term), and 
operational (short-term) impacts of an execution of a strategy should be 
covered by an impact route. In other words, the impact route should detail 
the primary and secondary impacts of a strategy on the performance of an 
organization. Figure 3.2 illustrates the impact route of the strategy execution 
illustrated in Figure 3.1.

Preparation

A strategic plan should be prepared by the top management of an orga-
nization under the leadership of its CEO. The group constitutes a strategic 
 planning team (SPT) and its structure is shown in Figure 3.3.
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The members of all the five SPT subteams and the CEO should 
work together to frame the strategies over the course of two  dedicated 
 meetings held after completion of the preliminary steps of  strategic 
inquiry and status evaluation. They should initially discuss the 
 perceptional and aspirational gaps in their thinking about the present 

Carry out a comprehensive market study to locate new customers

Conduct ‘Rating’ of customers as per their product choices & affordability

Define tactical moves or approaches to reach these new customers

Define & prepare ‘Customer communication devices’

Meet customers & complete the product presentation

Conduct follow-up & convert a potential customer into real customer

1

6 

5

4

3

2

7

8

Define & follow rigorously the ‘Customer retention plan’

Get customer feedback & improvise to retain competitive advantage

Continue working on expanding the customer base

Execution Sequence

Time &
Resource

1

7

8

2 3 4 5 6

Figure 3.1 Execution route.
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Increase in
volume & market

share

Reduction in
overdependence on a

few customers

Increase in
profit

Increased scope for
disciplining the

customers & judging
their loyalty

Increase in
brand presence
& critical mass

Better customer &
product-related

experimentations

Figure 3.2 Impact route.

SPT – Subteam 1
Headed by
Marketing
Director/

Top
Executive

SPT – Subteam 5
Headed by

Finance
Director/

Top
Executive

SPT – Subteam 4
Headed by

HR Director

SPT – Subteam 3
Headed by
Operations
Director/

Top
Executive

SPT – Subteam 2
Headed by

Accounting
& Control
Director/

Top
Executive

Business
growth &
expansion

Strategic
cost

management

Employee
development

&
satisfaction

Resource
management

Operations,
logistic &

technology
management

Strategic Planning
Team (SPT)

Directors and/or functional heads are members of SPT & they should individually
head the following five SPT – Subteams. Each subteam should comprise two

assisting members from the respective functions

CEO as the Chairman of SPT

Figure 3.3 Structure of strategic planning team.
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status of the organization. This is essential to ensure homogeneity in 
 strategic planning.

The targets of business growth and expansion should serve as 
 important bases for the overall exercise of strategic planning because 
these targets must be met before an organization can reach the position 
defined by its statement of vision. Therefore, the strategies for expected 
business growth and development should become references for the other 
four performance areas. Of course, the other four performance areas may 
also act as areas of constraints or limitations for attaining the expected 
business growth. Hence, the strategies in these four areas must be 
 considered equally critical in deciding the strategies for business growth. 
In other words, the team must decide whether the hen or the egg is more 
critical.

In the first major meeting of the subteams (usually planned to last 
a week), the group should prepare a draft strategic plan under the 
 guidance of the CEO. They should then return to their  respective 
 functional divisions and conduct brainstorming sessions to gather ideas 
for improving strategies cited in the draft plan. The improvisation by 
 brainstorming should be completed in a month, after which all the 
 subteams and the CEO will meet for a second session of 3 or 4 days 
to finalize the strategic plan.

Implementation

The SPT subteams are responsible for implementation of strategies along 
with monitoring and measurement of performances in their  respective 
 functional areas. A coordination team will be required to deal with 
 interfunctional or interdepartmental projects or activities. For example, 
a research and development (R&D)-related strategy may require joint 
 execution by members from R&D, marketing, production, and procurement.

The heads of the SPT subteams (who will eventually serve as  members of 
the main team) should meet monthly and discuss the progress of  execution 
of the strategic plan. This discussion can be more effective if monitoring and 
feedback formats (presented in Chapter 4) are used.

The success of implementation ultimately depends on the  quality 
and execution of an organization’s performance management system. 
The employees at various levels implement the strategies through  targets 
set by management. Therefore, a strategic plan must be converted into 
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a set of annual budgets. A budget defines operational and financial 
 targets for each functional division and also for each individual employee. 
Naturally the effect of a strategic plan depends on how correctly it is 
 translated into annual  budgets. Figure 3.4 depicts the conversion of a 
 strategic plan into an annual budget.

Review and Recommendations for Improvisation

A proper structure for reviewing a strategic plan on a quarterly basis 
is critical. The review process should lead to recommendations for 
 improvisation in executing the plan strategies. The structure for review-
ing should be multifunctional, that is, experienced capable  managers 
from all the major functions should be involved in the review and 
 recommendation process.

Five review committees should be formed to cover all five performance 
areas. Each committee could consist of representatives of all the major 
functions. For example, a business growth and expansion review commit-
tee should include managers from sales and marketing, operations, human 
resources, and accounting and finance (see Figure 3.5). The other four 

Conversion of a strategic plan into yearly functional budgets by
capturing the strategy-wise targets in each of the five performance

areas

Each functional budget should be further broken into micro-level
targets for the employees in each functional division. �is statement of

targets for an employee may be called ‘entrepreneurial score card’
(ESC).

All the functional budgets should be converged into a master budget,
which is made of three important budgeted financial statements viz.,

income statement, cash flow statement & balance sheet

�e performance of the employees & their divisions should be
monitored and measured appropriately through the well-defined

parameters.

Figure 3.4 Conversion of strategic plan into annual budget.
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committees should have the same structure and be chaired by the  leaders 
of the SPT subteams. Reviews should be conducted quarterly and cover 
the  following issues:

 1. Outcome of a strategy execution during the immediate past quarter and 
cumulative results

 2. Resources and tactics used for execution
 3. Early warning signals of possible strategy failures and plans for damage 

control or exit
 4. Revision of scope, execution route, and schedule of strategy
 5. Fresh dimensions impacting the strategy (e.g., uncertainties and risks 

caused by external environment)

A documented review mechanism presents several important advantages:

 1. The ability to make timely changes in a strategy and its execution route 
improves the overall impact.

 2. New ideas should strengthen the execution process.
 3. Damage control plans and exit routes should avoid further loss of 

resources and demoralization after a crisis event.
 4. Representatives of various operating functions can provide up-to-

date information about the progress of strategy execution in their 
divisions.

Business growth
& expansion

review committee
Marketing
manager

Operations
manager

Human Resources (HR)
manager

Accounting
manager

Finance
manager

Headed by marketing
director/top

executive

Figure 3.5 Business Growth & Expansion Review Committee.
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 5. New managers participating in reviews are educated about the 
 mechanisms and benefits of strategic management. They also become 
familiar with operations of other functional divisions. This should help 
create and enhance organizational homogeneity.

After the review meetings, the functional representatives should return 
to their respective divisions with a rich knowledge of recent developments, 
expectations, and fresh ideas. The sharing of knowledge should help 
in improvising division performance and aid interdivision cooperation.

Generic Strategies for Five Performance Areas

This section provides 150 generic strategies spread over the five major 
 performance areas commonly analyzed as part of the preparation of 
a  strategic plan. Tables 3.2 through 3.6 detail the strategies.
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Chapter 4

Monitoring Parameters 
for Strategy Execution and 
Impact Measurement

Need for Monitoring

A very good strategy may prove to be wrong if not executed well. Every 
milestone of the execution process must be monitored (supervised) sys-
tematically. Monitoring of the execution process will reveal early warning 
signals of problems and allow management to measure the related impacts. 
Monitoring serves many purposes:

 1. It ensures appropriate (step-by-step) implementation of a strategy.
 2. It facilitates instant evaluation of each completed phase of the execution 

process; weaknesses in execution quickly become visible and timely 
corrective actions can be taken.

 3. Monitoring naturally includes reasonable attempts to measure positive 
and negative impacts of strategy execution. Such measurement may be 
quantitative or qualitative or both.

 4. The early warning signals revealed by monitoring define the need for 
strategy revision or replacement. The revision may be in the tactical 
approach or relate to resources used or scheduling.
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 5. Monitoring also facilitates the performance measurement of functional 
and collaborating divisions working on a strategy. Such performance 
measurement may be reduced to the micro level for evaluating individ-
ual employees through their entrepreneurial score cards (ESCs).

Periodicity of Monitoring

The periodicity of monitoring may not be the same for every strategy 
because the impacts of strategy execution may be qualitative or intangible 
and also long term. A few strategies may be executed in a short time and 
thus require very alert monitoring. Their impacts may be short-lived. It is 
normally difficult to decide exact periodicity of monitoring for certain types 
of strategies:

 1. Interdivisional strategies, e.g., product development
 2. Complex or multifaceted impacts arising from large projects, e.g., capac-

ity expansion
 3. Strategies related to external environment and surrounded by too many 

uncertainties, e.g., attempts to obtain certain fiscal benefits from govern-
ment agencies

 4. Strategies involving long-term qualitative impacts, e.g., fundamental 
research intended to lead to a new product or formulation

 5. Strategies for changing old rigid policies, e.g., deciding against using 
local agents for product promotion in small markets

 6. Strategies of a highly sensitive nature, e.g., introducing a performance-
based variable pay plan

 7. Strategies of an abstract nature, e.g., changes in organizational structure

Monitoring Process

Performance monitoring statements should be prepared by the respective 
strategic planning team (SPT) subteams for their performance areas. The 
leaders of the subteams should submit the statements to the SPT. The SPT 
members should discuss the statements thoroughly and also review the 
feedback and recommendations made by the review committees. The SPT 
should determine changes in strategies or new strategies to be framed to 
achieve the defined results.
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The parameters to be used for monitoring should be selected objectively. 
They should exactly represent the purpose of the strategy so that they can 
capture correctly the positive and negative impacts of executing the strat-
egy. The monitoring of strategy execution and measurement of the impacts 
should be performed by comparing actual and expected results. As noted 
earlier, the expected results may be moderately optimistic (MO) and/or mod-
erately moderate (MM). All differences or deviations should be analyzed and 
the reasons determined so that further action can be taken.

Illustration 4.1—Table 4.1 illustrates a monitoring exercise. The exer-
cise defines two parameters based on the purpose of the strategy: (1) sales 
growth through market penetration (parameter 1) and the ancillary purpose 
(2) is building an infrastructure of new dealers (parameter 2). The perfor-
mance area monitored is business growth and expansion. The strategy 
monitored is recruiting of new dealers for neglected markets; monitoring 
periodicity is quarterly.

Table 4.1 Quarterly Monitoring Statement
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Both 
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Monitoring Parameters

Tables 4.2 through 4.6 list the specific performance statements and their 
typical reporting periods used to monitor company performance. The state-
ments are classified into the five standard business areas discussed in earlier 
chapters: (1) business growth and expansion, (2) strategic cost management, 
(3) operations, logistics, and technology management, (4) employee develop-
ment and satisfaction, and (5) resource management.

Tables 4.7 through 4.26 cover several parameters to be monitored and 
measured as a company proceeds toward a strategy execution that will allow 
it to meet its vision. All the tables can be modified to perform the required 
analysis based on products rather than factories or operating divisions.

Table 4.2 Business Growth and Expansion Monitoring

No. Performance Statement Periodicity

1 Routine Business Development Quarterly

2 New Business Development Every 6 months

3 Consolidated Statement of Business Development Yearly

Table 4.4 Operations, Logistics, and Technology Management Monitoring

No. Performance Statement Periodicity

1 Quantitative Operations Statement Quarterly

2 Strategic Aspects of Operations Management Every 6 months

3 Consolidated Statement of Operations Management Yearly

Table 4.3 Strategic Cost Management Monitoring

No. Performance Statement Periodicity

1 Operations Cost Statement Quarterly

2 Cost Reduction and Cost Competitiveness Every 6 months

3 Strategic Cost Management Every 6 months

4 Application of Activity-Based Costing Quarterly
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Table 4.5 Employee Development and Satisfaction Monitoring

No. Performance Statement Periodicity

1 Knowledge Acquisition Quarterly

2 Knowledge Application Every 6 months

3 Strategic Issues in Knowledge Management Every 6 months

4 Routine Productivity Follow-up Quarterly

5 Productivity Enhancement Efforts and Results Every 6 months

6 Employee Satisfaction Every 6 months

Table 4.6 Resource Management Monitoring

No. Performance Statement Periodicity

1 Asset Utilization Efficiency Quarterly

2 Routine Capital Expenditure Quarterly

3 Special Capital Expenditure Every 6 months

4 Strategic Issues in Fund Mobilization and Deployment Every 6 months
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Business Growth and Expansion Monitoring Tools
Table 4.7 Statement 1: Routine Business Development (Quarterly)

N
o

.

M
o

n
it

o
ri

n
g 

Pa
ra

m
et

er

O
p

ti
m

is
ti

c 
Ex

p
ec

ta
ti

o
n

 (a
)

M
o

d
er

at
e 

Ex
p

ec
ta

ti
o

n
 (b

)

A
ct

u
al

 P
er

fo
rm

an
ce

 (c
)

D
ev

ia
ti

o
n

 1
 (a

) –
 (c

)

D
ev

ia
ti

o
n

 2
 (b

) –
 (c

)

Re
as

o
n

s

1 Sales growth

2 Change in market share

3 Creation of new market

4 Promotional costs/sales

5 Incremental promotional cost/
incremental sales

6 Incremental sales per employee

7 Incremental gross profit/
incremental sales



Monitoring Parameters for Strategy Execution and Impact Measurement  ◾  125

Table 4.8 Statement 2: New Business Development (Six-Month Intervals)
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Table 4.9 Statement 3: Consolidated Statement of Business Development (Yearly)
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Strategic Cost Management Monitoring Tools
Table 4.10 Statement 1: Operations Cost Management (Quarterly)
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Table 4.11 Statement 2: Cost Reduction and Cost Competitiveness 
(Six-Month Intervals)
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Table 4.12 Statement 3: Strategic Cost Management (Six-Month Intervals)
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Table 4.13 Statement 4: Application of Activity-Based Costing (Quarterly)
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6 System improvisation to suit ABC



Monitoring Parameters for Strategy Execution and Impact Measurement  ◾  131

Operations, Logistics, and Technology 
Management Monitoring Tools
Table 4.14 Statement 1: Quantitative Operations Statement (Quarterly)
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1 Operating productivity of business 
unit

2 Operating productivity of each 
functional group

3 Operating costs/sales

4 Improvement in intragroup 
operational synergy

5 Operating ROI of business unit

6 Operating ROI of each profit 
center

7 Incremental cost for achieving 
incremental operating productivity

8 Core operating cost/support 
operating costs

9 Incremental gross profit per unit 
of quality improvement

10 Impact of operational corrections 
on costs

Note: Operating productivity of each functional group and operating ROI of each 
profit center may be shown separately.
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Table 4.15 Statement 2: Strategic Aspects of Operations Management 
(Six-Month Intervals)
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1 Strategic acquisitions of new capacities 
or processes

2 Enhancement of competitive 
advantages from process technologies

3 Improvement in government relations

4 Improvement in operational logistics 
arising from improvement of 
infrastructure

5 Conversion of departments, plants, 
core functions, or support functions 
into profit centers via application of 
concepts like activity-based costing, 
economic value added (EVA), etc.

6 Impact of new entrepreneurial pay 
design on operational efficiency

7 Sustainable financial viability of new 
and old operations

8 Improvement in self-supportive 
operations of subsidiaries 

9 Improvement in earnings and 
operational sustainability of diversified 
businesses 
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Table 4.16 Statement 3: Consolidated Statement of Operations 
Management (Yearly)
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1 Reduction in operating costs

2 Improvement in operating 
productivity of business unit or 
functional group

3 Improvement in operational 
logistics and synergy

4 Strategic advantage of new, 
diversified, or altered operations

5 Improvement in government 
relations

6 Consolidation of core operations 
with subsidiary operations
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Employee Development and Satisfaction Monitoring Tools
Table 4.17 Statement 1: Knowledge Acquisition (Quarterly)
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1 Identification of new 
competencies based on 
business development plan

2 Identification of competence 
gaps

3 Knowledge sourcing for:

New skills

New systems

New business segments

4 Cost of knowledge acquisition:

One-time costs

Recurring costs

Unproductive costs

5 Employee contributions to 
knowledge acquisition
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Table 4.18 Statement 2: Knowledge Application (Six-Month Intervals)
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1 Completion of gap bridging

2 Cost of gap bridging

3 Gross incremental revenue or 
benefit from new competence 
application

4 Sustainable change in 
productivity through 
knowledge application



136  ◾  Strategic Planning, Execution, and Measurement

Table 4.19 Statement 3: Strategic Issues in Knowledge Management 
(Six-Month Intervals)
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1 Intragroup and interdepartment 
knowledge sharing efforts

2 Knowledge sharing facilitation 
for employees

3 Incremental advantage/
incremental cost of knowledge 
management

4 Absorption of cost of 
knowledge management:

Cost capitalization

Annual absorption or 
amortization

5 Sourcing of knowledge for 
potential use

Quantum

Cost

6 Sale of knowledge for 
additional revenue

7 Market leadership through 
knowledge management

8 Employee retention through 
knowledge management

9 Impact of entrepreneurial pay 
package on knowledge 
management
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Table 4.20 Statement 4: Routine Productivity Follow-Up (Quarterly)
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1 Average employee productivity

2 Average productivity of new 
employees

3 Operational or plant productivity

4 Reduction in normal productivity 
losses

5 Reduction in abnormal 
productivity losses

6 Reduction in cost per unit of 
routine productivity

7 Improvement in routine 
productivity through logistics or 
technology improvements

8 Employee contributions to routine 
productivity improvement

9 Impact of change of business 
model on routine productivity

10 Improvement in routine 
productivity through improved 
management of external 
variables (e.g., government and 
supplier relations)
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Table 4.21 Statement 5: Productivity Enhancement Efforts and Results 
(Six-Month Intervals)
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1 Productivity improvement through 
better technology

2 Productivity improvement through 
additional employee efforts

3 Cost of improving productivity:

Capital costs

Recurring costs

4 Productivity improvement through 
structural changes

5 Gross incremental revenue from 
incremental productivity

6 Improvement in productivity 
measurement

7 Impact of entrepreneurial pay 
package on productivity 
improvement
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Table 4.22 Statement 6: Employee Satisfaction (Six-Month Intervals)
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1 Employees left/total employees

2 New employees/total employees

3 Employee satisfaction (scale of 0 to 
5*) with:

Pay structure

Incentives

Promotions

Annual pay revision

Training

Target setting

Performance reviews

Working conditions

Empowerment

Guidance and support from 
superiors

Other amenities

*0–5 scale: 0 = Nil, 1 = Very poor, 2 = Poor, 3 = Average, 4 = Good, 5 = Very good.



140  ◾  Strategic Planning, Execution, and Measurement

Resource Management Monitoring Tools
Table 4.23 Statement 1: Asset Utilization Efficiency (Quarterly)
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1 Fixed-asset turnover

2 Working capital turnover

3 Operating or plant capacity 
usage

4 Employee capacity usage

5 Marketing capacity usage

6 Cost of incremental asset 
utilization

7 Impact of logistic improvement 
on asset utilization

8 Impact employee productivity 
improvement on asset utilization

9 Incremental fixed-asset turnover

10 Incremental working capital 
turnover
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Table 4.24 Statement 2: Routine Capital Expenditure (RCE) (Quarterly)
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1 ROI or internal rate of return (IRR) 
on routine capital expenditures

2 Cash outflow efficiency (liquidity 
management) of RCE

3 Reduction of RCE through better 
asset use or operations 
management



142  ◾  Strategic Planning, Execution, and Measurement

Table 4.25 Statement 3: Special Capital Expenditures (SCE) (Six-Month Intervals)
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1 ROI or IRR on special capital 
expenditures

2 Efficient phase-wise completion 
of SCE

3 Impact of SCE on combined 
ROI of business unit

4 Liquidity management of SCE

5 Impact of SCE on employee 
productivity

6 Absorption of SCE:

Amortization

Depreciation

7 Efficiency in use of assets or 
facilities purchased through SCE

8 Opportunity cost of funds 
invested in SCE

9 Complementary impact of SCE 
on other projects, functions, or 
businesses

10 Time-based ROI on SCE
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Table 4.26 Statement 4: Strategic Issues in Fund Mobilization and Deployment 
(Six-Month Intervals)
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1 Incremental weighted cost of 
incremental funds raised

2 Incremental ROI on incremental 
funds deployed

3 Phase-wise efficiency of fund 
raising and deployment

4 Efficiency in managing following 
risks during fund-raising and 
fund deployment

Administration

Liquidity

Interest rates

Foreign exchange

Commercial activities

Legal issues

Portfolio

5 Flexibility in fund management:

Conversion

Reduction

Endorsement

6 Efficient use of funds by each 
business unit, function, or 
department operating as a 
profit center 
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Chapter 5

Measurement of 
Strategy Execution and 
Financial Monitoring

Pyramid Movement of ROI for Strategy Execution

The ultimate objective of strategic planning is wealth maximization and 
it requires every strategy to offer optimal profit directly or indirectly. 
Therefore, the execution process of each strategy must be monitored finan-
cially and its ultimate impact should be measured financially. Strategy execu-
tion is achieved by completing a set of strategy-related functions or activities. 
Hence, a mechanism is required to view each function or activity of an 
 organization as a business unit or profit center—notionally or in practice.

For example, a company may treat its research and development unit as an 
independent business that is supposed to earn profits directly or indirectly or 
it may consider its repair and maintenance (R&M) function as a profit  center. 
The concept of profit center is also known as “responsibility accounting.”

A company’s R&M division is normally considered a cost center because 
it incurs costs to provide repairs and maintenance services across opera-
tions. If the division is allowed to charge a notional price inclusive of profit 
to its internal customers, it becomes a profit center. If the divisional head 
is empowered to determine capital investments of the division and earn a 
notional return on invesment (ROI), the division becomes an investment 
 center. Figure 5.1  illustrates the ascending degrees of empowerment of a 
functional division.
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Financial monitoring and measurement techniques require benchmarking 
of every cost and profit item. This compels an organization to watch market 
conditions closely and expect its employees to perform like entrepreneurs. As 
noted earlier, a strategic plan must focus on ROI. Financial monitoring and 
measurement require ROI to trickle down to the  levels of divisions and subdi-
visions. This is known as pyramid movement, based on the descending order 
of strategy execution as depicted in Figure 5.2.

Financial Impacts of Strategy Execution

Every strategy exerts an impact on an organization visibly or invisibly over 
the short run and/or the long run. These impacts must be monitored and 
measured and ultimately utilized in various reports. Every strategy impacts 
financial records such as a company’s income statements, cash flow state-
ments, and balance sheets. A strategic plan should be converted into a 
series of annual financial budgets by projecting the financial impacts of 
the strategy execution for the coming year, as illustrated in Figure 5.3. Let 
us look at two examples that analyze the financial impact of a strategy 
execution.

Example 5.1

Strategy—Purchase a patented design of a critical production process for 
a one-time (capital) cost of $36 million. The purchase should bring down 
the present material consumption per unit of product by 5%. The present 

Authority & Responsibility

Cost center
Profit center

Investment
center

Only incurs cost to
offer its output

Incurs cost &
offers its output at
a profitable price

Incurs cost, offers
its output at a

profitable price &
makes investment

decisions

Figure 5.1 Empowerment of functional division.
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raw material cost incurred per unit of product is $100. The patented design 
will have an economic life of 6 years. The capital cost is to be funded by 
10% borrowing. The loan is to be repaid in six equal annual installments. 
Present annual sales volume is 5 million units.

Impact Areas—

Cost management (reduced material cost)
Operations and logistics (patented design)
Resource management (funding through loan)

Impacts of Strategy—The impacts are shown in Tables 5.1 through 5.3. 
Relevant notes about the statements follow Table 5.3.

Example 5.2

Strategies—One hundred workers will receive one-time compensation of 
$10,000 each. This compensation should be written off in 5 years. Each one 

ROI of the
organization for

three years

ROI of the
organization for

a year

Divisional or
functional ROI

Organization’s
strategic plan

Annual budgets of
the organization

Divisional or
functional budgets

Division or
function as an

investment center

Price & cost
benchmarks for

subfunctions

Subfunctions as
profit centers

Small group or sub-
functional budgets

Financial monitoring
of employee’s
performance

Individual financial
parameters Individual targets

Figure 5.2 Pyramid movement of ROI.
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of the fifty managers will receive 100 company shares at no cost. The face 
value of a share is $2. Two hundred supervisors will be offered 1-week 
training programs. The cost to the company will be $140 per person; cost 
should be written off in the year incurred.

Impact Areas—

Cost management (compensation and training cost)
Employee development and satisfaction (impacts of share issue and 

 training on productivity and satisfaction)
Resource management (increase in share capital based on issue of free 

shares to employees)

Impacts of Strategy—The impacts are shown in Tables 5.4 through 5.6. 
Relevant notes about the statements follow Table 5.6.

Strategic plan (3 to 5 years)

Strategic execution plan for a year

Locate the impact of yearly execution of each strategy in one or
more of the ‘performance areas’ (e.g. business growth, cost

management, operations & logistics, employee development &
satisfaction and resource management)

Connect this impact to one or more of the financial statements
wherever applicable

Define the financial impact clearly as income, expenditure, assets,
liability, inflow & outflow of cash, etc.

Measure the financial impact

Decide or define monitoring parameters for the concerned divisions
and employees

Figure 5.3 Conversion of strategic plan into annual budget.
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Financial Monitoring

In earlier chapters, we defined five performance areas for strategic planning:

Business growth and expansion
Strategic cost management
Operations, logistics, and technology management
Employee development and satisfaction
Resource management

The areas are interdependent and hence their impact is collective. 
Therefore, the financial impact of growth in each performance area 

Table 5.1 Impact on Income Statement for Year

Description $ (million) $ (million)

Sales (5 million units)

Less Operating Cost

Material

Less Savings ↓

Remuneration

Factory Overheads

Administrative Overheads

Sales Overheads

Depreciation

Add Amortization of Patented Design ↑

500*

–25*

x

x

x

x

x

+6*

xx

xx + (19) ↓

Profit before Income Taxes (PBIT)

Less Interest

Add 10% on Loan ↑
x

3.6*

xx

xx + (3.6) ↑

Profit before Taxes (PBT)

Less Taxes

xx (15.4) ↑

xx

Profit after Taxes (PAT)

Less Dividend

xx

xx

Retained Profit xx ↑

*Items impacted by execution of strategy.
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must be monitored through collective parameters. Monitoring should 
not (and to some extent cannot) be a separate exercise for a single 
growth area.

To monitor financial impacts of a strategy implementation, relevant 
 financial data can be sourced from an organization’s present  accounting 
system. Monitoring of various parameters should be  performed at 
various time periods based on need. For example,  monitoring the 
costs of  overtime pay to workers may be monitored weekly, whereas 
 performance-based  variable payments to executives may be moni-
tored monthly or  quarterly. CEO’s  performance was monitored once or 

Table 5.2 Impact on Cash Flow Statement for Year

Description $ (million)

Cash Inflows

Opening Balance

Sales

Receipt of Loan Proceeds

xx

xx

36*

Total Cash Inflows (a) xxx

Cash Outflows

Operating Costs

Material

Remuneration

Factory Overheads

Administrative Overheads

Sales Overheads

Interest on Old Loan

Interest on New Loan

Tax

Dividend

Payment of Loan

Purchase of Patented Design

475*

xx

xx

xx

xx

xx

3.6*

xx*

xx

6*

36*

Total Cash Outflows (b) xxx

Closing Balance (a) – (b) xx

*Items impacted by execution of strategy.
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Table 5.3 Impact on Balance Sheet

Fund Source $ (million) Investment of Funds $ (million)

Share Capital

Reserves

Borrowed Funds xx

Add New Loan 36*

Less Repayment –6*

xx

xx

xx + 30

Fixed Assets after 
Depreciation xx

Add Patented Design 36

Less Amortization –6* xx + 30

Working Capital (a) – (b)

Current Assets (a)

Cash* ↑

Stock of Raw Material* ↓

Receivables

Stock of Finished Goods* ↓

Less Current Liabilities (b)

Creditors* ↓

Bank Overdraft* ↓

xx

Total xxx Total xxx

Notes on Income Statement, Cash Flow Statement, and Balance Sheet Computations:
 ↑ indicates increase; ↓ indicates decrease.
 Original material cost (without saving in consumption) = 5 million units @ 

$100 = $500 million, creating a 5% saving ($25 million) in material consumption.
 Cost of patented design = $36 million. Economic life of patent = 6 years. Yearly 

amortization = $6 million ($36 million/6 years). Amortization is an operating 
cost.

 Patent purchase funded by loan at 10% interest per annum. Interest on 
loan = 10% on $36 million = $3.6 million per annum.

 The benefit of saving in material cost ($25 million) exceeds the total cost of 
amortization ($6 million) and interest on loan ($3.6 million), resulting in net 
increase in profit.

 Saving on cash outflow through material purchases = $25 million. This exceeds 
the cash outflow for loan repayment ($6 million) and interest payment 
($3.6  million). As a net result, closing cash balance at year end should increase.

 Because of saving in material consumption, the values of closing stocks of raw 
material and finished goods should decline, thus reducing  working capital.

 Savings in material purchase costs should reduce average creditors item 
(amounts payable to suppliers).

 Overall increase in cash flow should reduce bank overdraft item.

*Items impacted by execution of strategy.
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twice annually but current  practice is to monitor it quarterly. If business 
 continues to become more competitive, CEO’s performance may even be 
 monitored monthly.

Employees at different levels report on different parameters. For exam-
ple, systemic employees may be accountable for value addition costs or 
production-based costs of incentives and should report on just a few 
parameters. The number of reporting parameters increases for knowl-
edge employees such as team or group leaders (supervisors and officers) 
and the number increases further for decision-making employees such as 
 divisional, functional, or location heads. Therefore, the financial  parameters 
presented in this chapter mainly cover the four levels of  employees based 
on the levels of their responsibilities as shown in Figure 5.4.

Common Characteristics of Financial Parameter Tables

Tables 5.7 through 5.20 detail financial and productivity parameters for 
all classes of employees from entry-level workers through executives. 

Table 5.4 Impact on Income Statement for Year

Description $ (million) $ (million)

Sales (5 million units)

Less Operating Costs

Remuneration

Add Written-off Workers’ Compensation

Add Free Shares Issued to Managers

Add Supervisor Training Costs

Other Operating Costs

xx

0.2*

0.01*

0.028*

xx 

xx

xx + 1.19 ↑

Profit before interest & tax (PBIT)

Less Interest

xx ↓

xx

Profit before tax (PBT)

Less Tax

xx ↓

xx ↓

Profit after tax (PAT)

Less Dividend

xx ↓

xx

Retained Profit xx ↓

*Items impacted by execution of strategy.
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Table 5.5 Impact on Cash Flow Statement for Year

Description $ (million)

Cash Inflows

Opening Balance

Sales

xx

xx

Total Cash Inflows (a) xxx

Cash Outflows

Operating Costs

Remuneration

Workers’ Compensation

Supervisor Training Costs

Other Operating Costs, Interest, and Taxes

Dividend

xx

1.000*

0.028*

xx

xx

Total Cash Outflows (b) xx

Closing Balance (a) – (b) xx ↓

*Items impacted by execution of strategy.

Table 5.6 Impact on Balance Sheet

Fund Source $ (million) Investment of Funds $ (million)

Share Capital xx

Add Free Shares Issued 
to Managers (0.01)*

Reserves

Borrowed Funds

xx + 0.01

xx

xx

Fixed Assets

Working Capital (a) – (b)

Current Assets (a):

Cash* ↓

Other Current Assets

Less Current Liabilities (b):

Workers’ Compensation 
(not written off)

xx

xx

0.8*

Total xxx Total xxx

Notes on Income Statement, Cash Flow Statement, and Balance Sheet Computations:
 ↑ indicates increase; ↓ indicates decrease.
 Total workers’ compensation = $1 million (100 workers × $10,000) to be written 

off over 5 years = $200,000 annually. Remaining $800,000 not written off is shown 
as an asset on the balance sheet.

*Items impacted by execution of strategy.
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Productivity is defined as a function of (1) cost, (2) volume, (3) time, 
(4) quality, (5) safety, and (6) acceptability. All the parameters are 
 categorized into four parts and are abbreviated as shown below:

Cost management inquiry (CMI)
Employee productivity inquiry (EPI)
Operations management inquiry (OMI)
Resource management inquiry (RMI)

Suggested weights for the parameters are scaled as follows:

Very high–5
High–4
Considerable–3
Low–2
Negligible–1

Top
Management

Functional/
Territory Heads

Group/Team
Leaders

Workers

Entrepreneurial
Employees
(Top Executives)

Decision-Making
Employees

Knowledge
Employees

Systemic
Employees

Level – 4

Level – 3

Level – 2

Level – 1

Figure 5.4 Levels of employees.
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Level 1: Systemic Employees

Table 5.7 Production (Operating) Employees

No. Parameter
Periodicity of 
Measurement

Suggested Weight 
and Category

1 Employee’s total cost per unit of activity, 
process, or operation (total cost = 
identifiable costs and common costs 
apportioned to employee activity)

Weekly 4 CMI

2 Employee’s identifiable or direct cost per 
unit of employee activity

Weekly 3 CMI

3 Variable (performance-based) wage/total 
wage

Monthly 4 EPI

4 Overtime wages/total wage Monthly 2 EPI

5 Idle time wage/total wage Monthly 2 EPI

6 Dearness allowance/total wage Monthly 1 CMI

7 Waste cost per unit of activity/identifiable 
cost per unit of employee’s activity

Weekly 2 EPI

8 Controllable cost per unit of employee’s 
activity, process, or operation

Weekly 3 CMI

9 Cost of value addition per unit of 
employee’s activity, process, or operation

Weekly 4 CMI

10 Total cost per unit of employee’s activity, 
operation, or process/total cost per unit 
of complete product

Weekly 2 OMI

11 Employee’s value addition cost per unit 
of activity/total value addition cost per 
unit of complete product

Weekly 3 OMI

12 Fixed cost per unit of employee’s activity Monthly 2 CMI

13 Total cost per unit of employee’s activity/
market price per unit of his activity

Monthly 3 CMI

14 Identified cost per unit of employee’s 
activity/market price per unit of activity

Monthly 2 CMI

(Continued)
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Table 5.7 (Continued) Production (Operating) Employees

No. Parameter
Periodicity of 
Measurement

Suggested Weight 
and Category

15 Employee’s identifiable cost per unit of 
group’s activity/total identifiable cost per 
unit of group’s activity

Monthly 2 CMI

16 Total cost per unit of group’s activity/total 
cost per unit of complete product

Monthly 3 CMI

17 Total identifiable cost per unit of group’s 
activity/total identifiable cost per unit of 
complete product

Monthly 2 CMI

18 Total cost per unit of group’s activity/
market price per unit of group’s activity

Monthly 2 CMI

19 Material cost per unit of employee’s 
activity/total cost per unit of employee’s 
activity

Weekly 2 CMI

20 Employee’s allowances and perquisites/
total salary

Monthly 2 CMI

21 Retirement benefits contributed by 
employer/total salary

Monthly 2 CMI

22 Cash salary as percentage of total salary Monthly 2 EPI

23 Taxable salary as percentage of total 
salary

Monthly 2 EPI

24 Percentage salary increase (excluding 
dearness allowance)/percentage increase 
in employee productivity

Annually/
six 
monthly

4 EPI

25 Employee’s salary/average salary in 
region

Six 
monthly

2 EPI

26 Employee’s salary/average salary in 
industry

Six 
monthly

2 EPI

27 Employee’s salary/average salary in 
organization

Six 
monthly

3 EPI

28 Employee’s salary/salary of boss Six 
monthly

2 EPI

29 Employee’s salary/highest salary in 
organization

Six 
monthly

2 EPI
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Table 5.7 (Continued) Production (Operating) Employees

No. Parameter
Periodicity of 
Measurement

Suggested Weight 
and Category

30 Actual salary per degree or point or 
quotient of quality/targeted salary per 
degree of quality

Quarterly 3 EPI

31 Employee’s total cost to company/total 
hiring cost of contract or temporary worker

Six 
monthly

3 OMI

32 Employee’s ownership rights or shares/
average ownership shares per employee 
of organization

Annually 2 EPI

33 Employee’s ownership shares/highest 
number of shares owned by employee of 
organization

Annually 3 EPI

34 Employee’s ownership shares/average 
ownership shares per employee in 
industry or rival company

Annually 3 EPI

35 Average rate of increase in productivity 
during past 3 or 5 years/average rate of 
increase in total salary during last 3 or 5 
years

Annually 3 EPI

36 Average rate of increase in total salary 
during past 3 or 5 years/average rate of 
increase in total average salary in 
organization or same class of worker

Annually 3 EPI

37 Average rate of increase in employee 
productivity over past 3 or 5 years/
average rate of increase in average 
productivity of organization or same 
class of worker

Annually 4 EPI

38 Salary of idle time including holidays as a 
percentage of total salary/average salary 
of average idle time as percentage of 
average total salary

Quarterly 3 EPI

39 Salary per degree of employee’s 
productivity/average salary per degree of 
productivity of newer workers in same 
category

Quarterly 3 EPI

(Continued)



158  ◾  Strategic Planning, Execution, and Measurement

Table 5.7 (Continued) Production (Operating) Employees

No. Parameter
Periodicity of 
Measurement

Suggested Weight 
and Category

40 Average rate of salary increase in past 6 
years/average rate of increase in operating 
profit of organization during past 6 years

Annually 4 EPI

41 Cost of employee training and 
development in areas of skills, attitude, 
and knowledge

Annually 2 EPI

42 Cost of employee training and 
development per unit of extra 
productivity/average cost of training and 
development per worker per unit of 
average extra productivity

Annually 3 EPI

43 Cost of employee’s annual training and 
development/value addition achieved by 
employee in past year

Annually 3 EPI

44 Cost of welfare for employee/employee’s 
total salary

Annually 2 CMI

45 Take-home salary/total salary Quarterly 2 EPI

46 Average rate of increase in employee’s 
productivity during past 6 years/average 
rate of increase in cost of infrastructure 
in past 6 years

Annually 3 EPI

47 Cost per extra unit made by employee/
average cost per unit incurred by 
employee

Annually 3 CMI

48 Average rate of increase in dearness 
allowance in past 6 years/average rate of 
inflation during past 6 years

Annually 2 CMI

49 Average rate of increase in employee’s 
savings over past 6 years/average rate of 
increase in salary during past 6 years

Annually 3 EPI

50 Cost of abnormal waste caused by 
employee/cost of normal waste incurred 
by employee

Monthly 2 CMI
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Table 5.8 Marketing Workers (Sales People, Distribution and Warehouse 
Workers, and Sales Office Support Staff)

No. Parameter
Periodicity of 
Measurement

Suggested Weight 
and Category

1 Total cost per unit of employee’s activity, 
process, or operation (total cost = 
identifiable costs and common costs 
apportioned to employee’s activity)

Weekly 4 CMI

2 Identifiable or direct cost per unit of 
employee activity

Weekly 3 CMI

3 Employee’s variable (performance-
based) wage/total wage

Monthly 4 EPI

4 Overtime wage/total wage Monthly 2 EPI

5 Idle time wage/total wage Monthly 2 EPI

6 Dearness allowance/total wage Monthly 1 CMI

7 Cost of waste per unit of employee’s 
activity/identifiable cost per unit of 
activity

Weekly 2 EPI

8 Controllable cost per unit of employee’s 
activity, process of operation

Weekly 3 CMI

9 Cost of value addition per unit of 
employee’s activity, process, or 
operation

Weekly 4 CMI

10 Total cost per unit of employee’s activity, 
operation or process/total cost per unit 
of complete product

Weekly 2 OMI

11 Value addition cost per unit of 
employee’s activity/total value addition 
cost per unit of complete product

Weekly 3 OMI

12 Fixed cost per unit of employee’s activity Monthly 2 CMI

13 Total cost of employee’s activity/market 
price per unit of activity

Monthly 3 CMI

14 Identified cost per unit of employee’s 
activity/market price per unit of activity

Monthly 2 CMI

(Continued)
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Table 5.8 (Continued) Marketing Workers (Sales People, Distribution and 
Warehouse Workers, and Sales Office Support Staff)

No. Parameter
Periodicity of 
Measurement

Suggested Weight 
and Category

15 Employee’s identifiable cost per unit of 
group’s activity/total identifiable cost per 
unit of group’s activity

Monthly 2 CMI

16 Total cost per unit of group’s activity/
total cost per unit of complete product

Monthly 3 CMI

17 Total identifiable cost per unit of group’s 
activity/total identifiable cost per unit of 
complete product

Monthly 2 CMI

18 Total cost per unit of group’s activity/
market price per unit of group’s activity

Monthly 2 CMI

19 Employee’s allowances and perquisites/
total salary

Monthly 2 CMI

20 Retirement benefits contributed by 
employer/total salary

Monthly 2 CMI

21 Cash salary as percentage of total salary Monthly 2 EPI

22 Taxable salary as percentage of total 
salary

Monthly 2 EPI

23 Percentage salary increase (excluding 
dearness allowance)/percentage 
increase in productivity

Annually/six 
monthly

4 EPI

24 Employee’s salary/average salary in 
region

Six monthly 2 EPI

25 Employee’s salary/average salary in 
industry

Six monthly 2 EPI

26 Employee’s salary/average salary in 
organization

Six monthly 3 EPI

27 Employee’s salary/salary of boss Six monthly 2 EPI

28 Employee’s salary/highest salary in 
organization

Six monthly 2 EPI

29 Total cost to company/total cost of hiring 
contract or temporary worker

Six monthly 3 OMI
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Table 5.8 (Continued) Marketing Workers (Sales People, Distribution and 
Warehouse Workers, and Sales Office Support Staff)

No. Parameter
Periodicity of 
Measurement

Suggested Weight 
and Category

30 Employee’s ownership rights or shares/
average ownership shares per employee 
of organization

Annually 2 EPI

31 Employee’s ownership shares/highest 
number of shares owned by employee 
of organization

Annually 3 EPI

32 Employee’s ownership shares/average 
ownership shares per employee in 
industry or rival company

Annually 3 EPI

33 Average rate of increase in employee 
productivity during past 3 or 5 years/
average rate of increase in total salary 
during past 3 or 5 years

Annually 3 EPI

34 Average rate of increase in total salary 
during past 3 or 5 years/average rate of 
increase in total average salary in 
organization same class of worker

Annually 3 EPI

35 Average rate of increase in employee 
productivity in past 3 or 5 years/average 
rate of increase in productivity of 
organization or same class of worker

Annually 4 EPI

36 Employee’s idle time salary including 
holidays as percentage of total salary/
average idle time salary as percentage of 
average total salary

Quarterly 3 EPI

37 Employee’s salary per degree of 
productivity/average salary per degree 
of productivity of newer workers in 
category

Quarterly 3 EPI

38 Average rate of salary increases in past 6 
years/average rate of increase in 
operating profit of organization over 
past 6 years

Annually 4 EPI

(Continued)
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Table 5.8 (Continued) Marketing Workers (Sales People, Distribution and 
Warehouse Workers, and Sales Office Support Staff)

No. Parameter
Periodicity of 
Measurement

Suggested Weight 
and Category

39 Cost of employee’s training and 
development in areas of skills, attitude, 
and knowledge

Annually 2 EPI

40 Cost of employee’s training and 
development per unit of his or her extra 
productivity/average cost of training and 
development per worker per unit of 
average extra productivity

Annually 3 EPI

41 Cost of employee’s annual training and 
development/value additions produced 
by employee in past year

Annually 3 EPI

42 Cost of welfare for employee/total salary Annually 2 CMI

43 Take-home salary/total salary Quarterly 2 EPI

44 Average rate of increase in employee’s 
productivity over past 6 years/average 
rate of increase in cost of infrastructure 
during past 6 years

Annually 3 EPI

45 Cost per extra unit produced by 
employee/average cost per unit incurred 
by employee

Annually 3 CMI

46 Average rate of increase in employee’s 
dearness allowance during past 6 years/
average rate of inflation during past 6 
years

Annually 2 CMI

47 Average rate of increase in employees 
savings during past 6 years/average rate 
of salary increases in past 6 years

Annually 3 EPI

48 Sales volume achieved per customer Monthly 3 OMI

49 Sales value achieved per customer Monthly 3 OMI

50 Employee’s sales overhead as percentage 
of sales value he or she achieved 

Monthly 3 CMI

51 Average sales per working day Weekly 3 EPI
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Table 5.8 (Continued) Marketing Workers (Sales People, Distribution and 
Warehouse Workers, and Sales Office Support Staff)

No. Parameter
Periodicity of 
Measurement

Suggested Weight 
and Category

52 Employee’s bad debts/employee’s sales Monthly 3 CMI

53 Employee’s debt turnover ratio Quarterly 3 OMI

54 Employee’s cost of credit/employee’s 
sales

Monthly 3 CMI

55 Sales target achievement Weekly 5 EPI

56 Employee’s sales/employee’s cost to 
company

Quarterly 3 EPI

57 Percentage growth in employee market 
share/percentage growth in market

Quarterly 3 OMI

58 Percentage usage of the warehousing 
capacity

Monthly 2 OMI

59 Percentage use of transportation facility Monthly 3 OMI

60 Sales overhead versus production 
overhead

Quarterly 2 CMI

61 Employee’s market share versus 
competitor’s market share

Quarterly 3 OMI

62 Employee’s group’s sales administration 
costs/group’s total sales overhead

Quarterly 2 CMI

63 Trend of change in employee’s market 
share/trend of change in market during 
last 3 to 5 years

Annually 4 OMI

64 Employee’s profit achieved/employee’s 
profit targeted

Quarterly 4 EPI

65 Employee’s cash profit/employee’s total 
profit

Quarterly 3 OMI

66 Identifiable profit achieved/identifiable 
profit targeted

Quarterly 3 EPI

67 Employee’s inventory turnover ratio Quarterly 3 EPI
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Table 5.9 Purchasing (Supply Chain) Workers (Clerks, Store Keepers, Helpers, 
Drivers, Security Guards)

No. Parameter
Periodicity of 
Measurement

Suggested Weight 
and Category

1 Total cost per unit of employee’s activity, 
process, or operation (total cost = 
identifiable costs and common costs 
apportioned to employee’s activity)

Weekly 4 CMI

2 Identifiable or direct cost per unit of 
employee’s activity

Weekly 3 CMI

3 Variable (performance-based wage/total 
wage)

Monthly 4 EPI

4 Overtime wage/total wage Monthly 2 EPI

5 Idle time wage/total wage Monthly 2 EPI

6 Dearness allowance/total wage Monthly 1 CMI

7 Cost of waste per unit of employee’s 
activity/identifiable cost per unit of 
activity

Weekly 2 EPI

8 Controllable cost per unit of employee’s 
activity, process, or operation

Weekly 3 CMI

9 Cost of employee’s value addition per 
unit of activity, process, or operation

Weekly 4 CMI

10 Total cost per unit of employee’s activity, 
operation, or process/total cost per unit 
of complete product

Weekly 2 OMI

11 Value addition cost per unit of 
employee’s activity/total value addition 
cost per unit of complete product

Weekly 3 OMI

12 Fixed cost per unit of employee’s activity Monthly 2 CMI

13 Total cost per unit of employee’s activity/
market price per unit of employee’s 
activity

Monthly 3 CMI

14 Identified cost per unit of employee’s 
activity/market price per unit of 
employee’s activity

Monthly 2 CMI
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Table 5.9 (Continued) Purchasing (Supply Chain) Workers (Clerks, Store Keepers, 
Helpers, Drivers, Security Guards)

No. Parameter
Periodicity of 
Measurement

Suggested Weight 
and Category

15 Employee’s identifiable cost per unit of 
group’s activity/total identifiable cost per 
unit of group’s activity

Monthly 2 CMI

16 Total cost per unit of group’s activity/
total cost per unit of complete product

Monthly 3 CMI

17 Total identifiable cost per unit of group’s 
activity/total identifiable cost per unit of 
complete product

Monthly 2 CMI

18 Total cost per unit of group’s activity/
market price per unit of group’s activity

Monthly 2 CMI

19 Employee’s allowances and perquisites/
total salary

Monthly 2 CMI

20 Retirement benefits contributed by 
employer/total salary

Monthly 2 CMI

21 Cash salary as percentage of total salary Monthly 2 EPI

22 Taxable salary as percentage of total 
salary

Monthly 2 EPI

23 Percentage increase in salary (excluding 
dearness allowance)/percentage 
increase in employee’s productivity

Annually/
six monthly

4 EPI

24 Employee’s salary/average salary in 
region

Six monthly 2 EPI

25 Employee’s salary/average salary in 
industry

Six monthly 2 EPI

26 Employee’s salary/average salary in 
organization

Six monthly 3 EPI

27 Employee’s salary/salary of boss Six monthly 2 EPI

28 Employee’s salary/highest salary in 
organization

Six monthly 2 EPI

(Continued)
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Table 5.9 (Continued) Purchasing (Supply Chain) Workers (Clerks, Store Keepers, 
Helpers, Drivers, Security Guards)

No. Parameter
Periodicity of 
Measurement

Suggested Weight 
and Category

29 Employee’s total cost to company/total 
cost of hiring contract or temporary 
worker

Six monthly 3 OMI

30 Employee’s ownership rights or shares/
average ownership shares per employee 
of organization

Annually 2 EPI

31 Employee’s ownership shares/highest 
number of shares owned by an 
employee of organization

Annually 3 EPI

32 Employee’s ownership shares/average 
ownership shares per employee in 
industry or rival company

Annually 3 EPI

33 Average rate of increase in employee’s 
productivity for past 3 or 5 years/average 
rate of increase in total salary during 
past 3 or 5 years

Annually 3 EPI

34 Average rate of increase in employee’s 
total salary during past 3 or 5 years/
average rate of increase in total average 
salary in organization or same class of 
worker

Annually 3 EPI

35 Average rate of increase in employee’s 
productivity in past 3 or 5 years/average 
rate of increase in productivity of 
organization or same class of worker

Annually 4 EPI

36 Employee’s idle time salary including 
holidays as percentage of total salary/
average idle time salary as percentage of 
average total salary

Quarterly 3 EPI

37 Employee’s salary per degree of 
productivity/average salary per degree 
of productivity of newer workers in 
same category

Quarterly 3 EPI
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Table 5.9 (Continued) Purchasing (Supply Chain) Workers (Clerks, Store Keepers, 
Helpers, Drivers, Security Guards)

No. Parameter
Periodicity of 
Measurement

Suggested Weight 
and Category

38 Average rate of increase in employee’s 
salary during past 6 years/average rate of 
increase in organization’s operating 
profit over past 6 years

Annually 4 EPI

39 Cost of employee’s training and 
development in areas of skills, attitude, 
and knowledge

Annually 2 EPI

40 Cost of employee’s training and 
development per unit of his or her extra 
productivity/average cost of training and 
development per worker per unit of 
extra productivity

Annually 3 EPI

41 Employee’s annual training and 
development cost/employee’s value 
addition over past year

Annually 3 EPI

42 Cost of employee’s welfare incurred by 
company/employee’s total salary

Annually 2 CMI

43 Employee’s take-home salary/total salary Quarterly 2 EPI

44 Average rate of increase in employee 
productivity over past 6 years/average 
rate of increase in cost of infrastructure 
provided by company over past 6 years

Annually 3 EPI

45 Cost per extra unit produced by 
employee/average cost per unit of his or 
her production

Annually 3 CMI

46 Average rate of increase in employee’s 
dearness allowance during past 6 years/
average rate of inflation over past 6 years

Annually 2 CMI

47 Average rate of increase in employee 
savings during past 6 years/average rate 
of increase in salary during past 6 years

Annually 3 EPI

(Continued)
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Table 5.9 (Continued) Purchasing (Supply Chain) Workers (Clerks, Store Keepers, 
Helpers, Drivers, Security Guards)

No. Parameter
Periodicity of 
Measurement

Suggested Weight 
and Category

48 Cost of abnormal waste caused by 
employee/cost of normal waste incurred 
by employee

Monthly 2 CMI

49 Percentage use of warehousing facility Quarterly 3 OMI

50 Percentage use of transport facility Quarterly 3 OMI

51 Average purchases made per supplier 
account

Quarterly 3 OMI

52 Average purchase overhead incurred 
per purchasing employee

Quarterly 2 CMI

53 Average purchase overhead incurred 
per supplier

Quarterly 2 CMI

54 Average cost saving achieved per 
supplier, contractor, or vendor account

Quarterly 4 CMI

55 Ratio of purchase worker’s total salary to 
purchase officers’ total salary

Quarterly 2 EPI

56 Purchase overhead as percentage of 
total overhead

Monthly 3 CMI

57 Purchase cost as percentage of total cost 
of manufacturing

Quarterly 3 CMI

58 Overhead per purchase transaction 
made by dedicated purchase 
department versus overhead on direct 
purchases made by other departments

Quarterly 3 EPI
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Table 5.10 General Administration Workers (including Finance, Accounting, and 
Human Resource Workers)

No. Parameter
Periodicity of 
Measurement

Suggested Weight 
and Category

1 Total cost per unit of activity, process, or 
operation carried out by employee 
(total cost = identifiable costs and 
common costs apportioned to 
employee’s activity)

Weekly 4 CMI

2 Identifiable or direct cost per unit of 
employee’s activity

Weekly 3 CMI

3 Employee’s variable (performance-
based) wage/total wage

Monthly 4 EPI

4 Overtime wages/total wages Monthly 2 EPI

5 Idle time wage/total wage Monthly 2 EPI

6 Dearness allowance/total wages Monthly 1 CMI

7 Controllable cost per unit of employee’s 
activity, process, or operation

Weekly 3 CMI

8 Cost of value addition per unit of 
employee’s activity, process, or 
operation

Weekly 4 CMI

9 Value addition cost per unit of 
employee’s activity/total value addition 
cost per unit of complete product

Weekly 3 OMI

10 Fixed cost per unit of employee’s 
activity

Monthly 2 CMI

11 Employee’s total cost per unit of activity/
Market price per unit of activity

Monthly 3 CMI

12 Identified cost per unit of employee’s 
activity/market price per unit of activity

Monthly 2 CMI

13 Identifiable cost per unit of employee’s 
group’s activity/total identifiable cost 
per unit of group’s activity

Monthly 2 CMI

14 Total cost per unit of group’s activity/
total cost per unit of complete product

Monthly 3 CMI

(Continued)
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Table 5.10 (Continued) General Administration Workers (including Finance, 
Accounting, and Human Resource Workers)

No. Parameter
Periodicity of 
Measurement

Suggested Weight 
and Category

15 Total identifiable cost per unit of 
group’s activity/total identifiable cost 
per unit of complete product

Monthly 2 CMI

16 Total cost per unit of group’s activity/
market price per unit of group’s activity

Monthly 2 CMI

17 Employee’s allowances and perquisites/
total salary

Monthly 2 CMI

18 Retirement benefits contributed by 
employer/total salary

Monthly 2 CMI

19 Cash salary as percentage of total salary Monthly 2 EPI

20 Taxable salary as percentage of total 
salary

Monthly 2 EPI

21 Percentage increase in salary (excluding 
dearness allowance)/percentage 
increase in productivity

Annually/six 
monthly

4 EPI

22 Employee’s salary/average salary in 
region

Six monthly 2 EPI

23 Employee’s salary/average salary in 
industry

Six monthly 2 EPI

24 Employee’s salary/average salary in 
organization

Six monthly 3 EPI

25 Employee’s salary/salary of boss Six monthly 2 EPI

26 Employee’s salary/highest salary in 
organization

Six monthly 2 EPI

27 Employee’s total cost/total cost of hiring 
contract or temporary worker

Six monthly 3 OMI

28 Employee’s ownership rights or shares/
average ownership shares per 
employee of organization

Annually 2 EPI

29 Employee’s ownership shares/highest 
number of shares owned by employee 
of organization

Annually 3 EPI
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Table 5.10 (Continued) General Administration Workers (including Finance, 
Accounting, and Human Resource Workers)

No. Parameter
Periodicity of 
Measurement

Suggested Weight 
and Category

30 Employee’s ownership shares/average 
ownership shares per employee in 
industry or rival company

Annually 3 EPI

31 Average rate of increase in employee’s 
productivity during past 3 or 5 years/
average rate of increase in total salary 
during last 3 or 5 years

Annually 3 EPI

32 Average rate of increase in total salary 
during past 3 or 5 years/average rate of 
increase in total average salary in 
organization or same class of worker

Annually 3 EPI

33 Average rate of increase in employee’s 
productivity during past 3 or 5 years/
rate of increase in average productivity 
of organization or same class of worker

Annually 4 EPI

34 Idle time salary including holidays as 
percentage of total salary/average idle 
time salary as percentage of average 
total salary

Quarterly 3 EPI

35 Employee’s salary per degree of 
productivity/average salary per degree 
of productivity of newer workers in 
same category

Quarterly 3 EPI

36 Average rate of salary increases in last 6 
years/average rate of increase in 
operating profit of organization during 
past 6 years

Annually 4 EPI

37 Cost of employee’s training and 
development in areas of skills, attitude, 
and knowledge

Annually 2 EPI

38 Cost of employee’s training and 
development per unit of extra 
productivity/average cost of training 
and development per worker per unit 
of average extra productivity

Annually 3 EPI

(Continued)
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Table 5.10 (Continued) General Administration Workers (including Finance, 
Accounting, and Human Resource Workers)

No. Parameter
Periodicity of 
Measurement

Suggested Weight 
and Category

39 Cost of employee’s annual training and 
development/value addition produced 
by employee in past year

Annually 3 EPI

40 Cost of welfare incurred for employee/
total salary

Annually 2 CMI

41 Take-home salary/total salary Quarterly 2 EPI

42 Average rate of increase in employee’s 
productivity during past 6 years/average 
rate of increase in cost of infrastructure 
over past 6 years

Annually 3 EPI

43 Average rate of increase in employee’s 
dearness allowance during past 6 years/
average rate of inflation for past 6 years

Annually 2 CMI

44 Average rate of increase in employee’s 
savings during past 6 years/average rate 
of increase in salary over past 6 years

Annually 3 EPI

45 Cost of abnormal waste caused by 
employee/cost of normal waste caused 
by employee

Monthly 2 CMI

46 General administration overhead/total 
overhead of organization

Monthly 4 CMI

47 General administration salaries/total 
salaries of organization

Quarterly 3 EPI

48 General administration costs incurred 
for every customer department

Quarterly 3 CMI

49 General administration costs for travel 
activities of every customer department

Quarterly 3 CMI

50 General administration cost for events 
and meetings for every customer 
department

Quarterly 3 CMI

51 Percentage of general administration 
workers in relation to total number of 
workers in organization

Quarterly 3 EPI
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Table 5.10 (Continued) General Administration Workers (including Finance, 
Accounting, and Human Resource Workers)

No. Parameter
Periodicity of 
Measurement

Suggested Weight 
and Category

52 Percentage of general administration 
workers in relation to total employees 
in general administration

Quarterly 2 EPI

53 Annual cost of mechanized work in 
general administration department/
annual cost of manual work in 
department

Annually 3 OMI

54 Classification by elements of general 
administration costs (materials, 
employee costs, other expenses)

Quarterly 2 CMI

55 General administration cost incurred 
per employee of organization

Quarterly 3 CMI
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Level 2: Knowledge Employees

Table 5.11 Production Leaders

No. Parameter
Periodicity of 
Measurement

Suggested Weight 
and Category

1 Actual cost per unit of activity of 
employee’s group versus budgeted 
cost

Monthly 4 CMI

2 Actual cost per unit of activity of 
employee’s group versus actual cost 
for previous day, week, or month

Daily or 
weekly

3 CMI

3 Actual and budget comparisons for 
cost elements (materials, 
remuneration, overhead)

Monthly 3 CMI

4 Actual and budget comparisons for 
costs of subactivities of employee’s 
group

Monthly 2 CMI

5 Group’s actual weighted productivity 
versus budgeted weighted productivity

Monthly 5 EPI

6 Group’s salary cost classification as 
fixed or variable and productive or 
unproductive

Monthly 2 CMI

7 Trend of group’s productivity growth 
versus trend of group salary increases

Annually 4 EPI

8 Break-up of employee’s variable pay 
based on his performance, group 
performance, and company 
performance

Quarterly 2 EPI

9 Comparison between employee’s 
group and other groups for: (a) cost 
per unit of value addition; (b) variable 
pay per head; (c) total pay per head; 
(d) cost of waste; (e) cost of 
unproductive time

Quarterly 3 CMI

10 Total cost per unit of activity versus 
market price per unit of activity

Quarterly 3 CMI

11 Identifiable cost per unit of activity 
versus market price per unit of activity

Quarterly 3 CMI
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Table 5.11 (Continued) Production Leaders

No. Parameter
Periodicity of 
Measurement

Suggested Weight 
and Category

12 Financial value of advantage accrued 
through suggestions offered by 
employee’s group or improvements 
achieved by employee’s group

Six monthly 3 OMI

13 Cost of knowledge imparted to group 
versus financial advantage of such 
knowledge

Annually 3 CMI

14 Comparison of budgeted and actual 
components of group’s salary as: 
(a) dearness pay; (b) incentive pay; 
(c) ownership shares; (d) overtime 
pay; (e) facilitative allowances and 
perquisites

Quarterly 2 CMI

15 Average rate of increase in group 
salaries during past 5 years versus 
average rate of increase in company’s 
profit versus average rate of increase 
in group’s value additions for past 
5 years

Annually 4 EPI

16 Identifiable rate of return on the 
assets used by group (including fixed 
assets and working capital)

Annually 3 RMI

17 Group’s total output at market price/
group’s total remuneration

Quarterly 3 EPI

18 Incremental or marginal cost per 
extra unit of group activity versus 
budgeted cost

Monthly 3 CMI

19 Percentage use of production facility 
versus budgeted use

Monthly 4 OMI

20 Incremental cost of quality 
improvement versus incremental 
profit realized through group quality 
improvement

Quarterly 2 OMI

(Continued)
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Table 5.11 (Continued) Production Leaders

No. Parameter
Periodicity of 
Measurement

Suggested Weight 
and Category

21 Units produced and supplied by 
employee’s group to next group or 
sales team

Quarterly 2 OMI

22 Group’s inventory carrying cost Quarterly 3 CMI

23 Average rate of increase in group’s 
productivity during past 5 years versus 
average rate of growth in overall 
production productivity of 
organization

Annually 4 EPI

24 Actual versus targeted cost savings 
achieved by group

Quarterly 4 CMI

25 Total notional sale value of group’s 
output/total value of assets used

Six monthly 3 OMI
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Table 5.12 Marketing and Sales Leaders

No. Parameter
Periodicity of 
Measurement

Suggested Weight 
and Category

1 Actual cost per unit of activity of 
employee’s group versus 
budgeted cost

Monthly 4 CMI

2 Actual cost per unit of group’s activity 
versus actual cost for previous day, 
week, or month

Daily or 
weekly

3 CMI

3 Actual and budget comparisons for 
cost elements (materials, 
remuneration, and overhead)

Monthly 3 CMI

4 Actual and budget comparisons for 
costs of various subactivities of group

Monthly 2 CMI

5 Group’s actual weighted versus 
budgeted weighted productivity

Monthly 5 EPI

6 Group’s salary cost break-up as fixed 
or variable and productive or 
unproductive

Monthly 2 CMI

7 Trend of group’s productivity growth 
versus trend of group’s salary 
increases

Annually 4 EPI

8 Break-up of employee’s variable pay 
based on his performance, group 
performance, and company 
performance

Quarterly 2 EPI

9 Comparison of employee’s group and 
other groups for: (a) cost per unit of 
value addition; (b) variable pay per 
head; (c) total pay per head; 
(d) cost of waste; (e) cost of 
unproductive time

Quarterly 3 CMI

10 Total cost per unit of activity versus 
market price per unit of activity

Quarterly 3 CMI

11 Identifiable cost per unit of activity 
versus market price per unit of 
activity

Quarterly 3 CMI

(Continued)
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Table 5.12 (Continued) Marketing and Sales Leaders

No. Parameter
Periodicity of 
Measurement

Suggested Weight 
and Category

12 Cost of knowledge imparted to group 
versus financial advantage from such 
knowledge

Annually 3 CMI

13 Comparison of budgeted and actual 
components of group salaries as: 
(a) dearness pay; (b) incentive pay; 
(c) ownership shares; (d) overtime 
pay; (e) facilitative allowances and 
perquisites

Quarterly 2 CMI

14 Average rate of increase in group 
salaries during past 5 years versus 
average rate of increase in company 
profit versus average rate of increase 
in group’s value addition during past 
5 years

Annually 4 EPI

15 Identifiable rate of return on assets 
used by group (fixed assets and 
working capital)

Annually 3 RMI

16 Group’s inventory carrying cost Quarterly 3 CMI

17 Actual versus targeted cost savings 
achieved by group

Quarterly 4 CMI

18 Average rate of increase in group 
productivity in past 5 years versus 
average rate of increase in company 
productivity

Annually 4 EPI

19 Total sales/total assets Quarterly 4 RMI

20 Total sales/average inventory Quarterly 3 EPI

21 Total sales/average receivables Quarterly 3 EPI

22 Cost of credit/total sales Quarterly 3 CMI

23 Average sales per customer account Quarterly 3 OMI

24 Percentage increase in market share/
percentage increase in market

Quarterly 4 EPI
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Table 5.12 (Continued) Marketing and Sales Leaders

No. Parameter
Periodicity of 
Measurement

Suggested Weight 
and Category

25 Incremental sales/incremental 
receivables

Quarterly 3 EPI

26 Incremental sales/incremental 
inventory

Quarterly 3 EPI

27 Sales per new customer accounts/
sales per old customer accounts

Quarterly 2 OMI

28 Promotional or brand-based costs/
total sales

Quarterly 3 OMI

29 Incremental carrying costs/
incremental sales

Quarterly 2 CMI

30 After-sales service costs/total sales Quarterly 3 CMI

31 Sales of complementary or subsidiary 
products/sales of main product

Monthly 3 OMI

32 Marketing ROI (gross margin made by 
marketing employees/total assets)

Quarterly 4 RMI

33 ROI on marketing assets (notional 
profit made by marketing employees 
per brand)

Quarterly 3 RMI

34 Gross margin made by marketing 
employees per brand

Quarterly 3 EPI

35 Marketing costs as percentage of 
sales at various stages of a product 
life cycle: (a) development; (b) launch; 
(c) take-off; (d) consolidation; 
(e) leadership; (f) revival; and 
(g) withdrawal 

Six monthly or 
occasionally

3 OMI

36 Incremental brand promotion cost/
incremental sales

Quarterly 3 OMI

37 Marketing overhead/production 
overhead

Quarterly 2 CMI
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Table 5.13 Purchasing (Supply Chain) Leaders

No. Parameter
Periodicity of 
Measurement

Suggested Weight 
and Category

1 Actual cost per unit of activity 
versus budgeted cost of employee’s 
group

Monthly 4 CMI

2 Actual cost per unit of group’s 
activity versus actual cost for 
previous day, week, or month

Daily or weekly 3 CMI

3 Actual and budget comparisons for 
cost elements (materials, 
remuneration, and overhead)

Monthly 3 CMI

4 Actual and budget comparisons for 
costs of subactivities of employee’s 
group

Monthly 2 CMI

5 Group’s actual weighted versus 
budgeted weighted productivity

Monthly 5 EPI

6 Group’s salary cost classification as 
fixed or variable and productive or 
unproductive

Monthly 2 CMI

7 Trend of group’s productivity 
growth versus group salary increase 
trend

Annually 4 EPI

8 Break-up of employee’s variable pay 
based on his or her performance, 
group performance, and company 
performance

Quarterly 2 EPI

9 Comparison of employee’s group 
and other groups for: (a) cost per 
unit of value addition; (b) variable 
pay per head; (c) total pay per head; 
(d) cost of waste; (e) cost of 
unproductive time

Quarterly 3 CMI

10 Total cost per unit of activity versus 
market price per unit of activity

Quarterly 3 CMI

11 Identifiable cost per unit of activity 
versus market price per unit of 
activity

Quarterly 3 CMI
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Table 5.13 (Continued) Purchasing (Supply Chain) Leaders

No. Parameter
Periodicity of 
Measurement

Suggested Weight 
and Category

12 Cost of knowledge imparted to 
employee’s group versus financial 
advantage from such knowledge

Annually 3 CMI

13 Comparison of budgeted and actual 
components of employee’s group 
salaries as: (a) dearness pay; 
(b) incentive pay; (c) ownership 
shares; (d) overtime pay; 
(e) facilitative allowances and 
perquisites

Quarterly 2 CMI

14 Average rate of increase in group 
salaries in past 5 years versus 
average rate of increase in 
company’s profit versus average rate 
of increase in group’s value addition 
over last 5 years

Annually 4 EPI

15 Incremental or marginal cost per 
extra unit of group activity versus 
budgeted cost

Monthly 3 CMI

16 Group’s inventory carrying cost Quarterly 3 CMI

17 Actual cost savings achieved by 
group versus targeted savings

Quarterly 4 CMI

18 Total purchases/average credit 
purchases

Quarterly 3 EPI

19 Credit purchases versus cash 
purchases

Quarterly 3 OMI

20 Cash discount advantage versus 
credit advantage

Quarterly 2 EPI

21 Carrying cost versus production loss 
due to inadequate supply inventory

Quarterly 3 OMI

22 Total purchases/average inventory Monthly 3 OMI

23 Purchases per supplier account Monthly 3 OMI

24 Outsourcing versus insourcing costs 
of items

Quarterly 4 EPI

(Continued)
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Table 5.13 (Continued) Purchasing (Supply Chain) Leaders

No. Parameter
Periodicity of 
Measurement

Suggested Weight 
and Category

25 Idle or unavoidable costs due to 
outsourcing

Quarterly 3 OMI

26 Percentage of total value addition 
from vendors versus company’s total 
production cost

Quarterly 4 EPI

27 Vendor productivity versus 
company productivity

Quarterly 4 EPI

28 Vendor cost per unit versus 
company cost per unit

Quarterly 3 CMI

29 Vendor ROI versus company ROI Quarterly 3 RMI

30 Carrying cost per unit versus 
volume discount from supplier 
per unit

Quarterly 3 CMI

31 Carrying costs of A items versus B 
and C items

Quarterly 3 CMI

32 Indirect taxes on purchases/total 
value of purchases

Quarterly 2 CMI
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Table 5.14 General Administration Leaders (including Finance, Accounting, and 
Human Resources)

No. Parameter
Periodicity of 
Measurement

Suggested Weight 
and Category

1 Actual cost per unit of activity of 
employee’s group versus 
budgeted cost

Monthly 4 CMI

2 Actual cost per unit of employee’s 
group’s activity versus actual cost 
for previous day, week, or month

Daily or weekly 3 CMI

3 Actual and budget comparisons 
for cost elements (materials, 
remuneration, and overhead)

Monthly 3 CMI

4 Actual and budget comparisons 
for costs of various subactivities 
of employee’s group

Monthly 2 CMI

5 Group’s actual weighted versus 
budgeted weighted productivity

Monthly 5 EPI

6 Group’s salary classification as 
fixed or variable and productive 
or unproductive

Monthly 2 CMI

7 Trend of group’s productivity 
growth versus trend of group’s 
salary increases

Annually 4 EPI

8 Break-up of employee’s variable 
pay based on his or her 
performance, group 
performance, and company 
performance

Quarterly 2 EPI

9 Comparison of employee’s group 
and other groups of: (a) cost per 
unit of value addition; (b) variable 
pay per head; (c) total pay per 
head; (d) cost of waste; (e) cost of 
unproductive time

Quarterly 3 CMI

10 Total cost per unit of activity 
versus market price per unit of 
activity

Quarterly 3 CMI

(Continued)
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Table 5.14 (Continued) General Administration Leaders (including Finance, 
Accounting, and Human Resources)

No. Parameter
Periodicity of 
Measurement

Suggested Weight 
and Category

11 Identifiable cost per unit of 
activity versus market price per 
unit of activity

Quarterly 3 CMI

12 Financial value of advantages 
from suggestions made or 
improvements achieved by group

Six monthly 3 OMI

13 Cost of knowledge imparted to 
group versus financial advantage 
from such knowledge

Annually 3 CMI

14 Comparison of budgeted and 
actual components of his group’s 
salary for: (a) dearness pay; 
(b) incentive pay; (c) ownership 
shares; (d) overtime pay; 
(e) facilitative allowances and 
perquisites

Quarterly 2 CMI

15 Average rate of increase of group 
salaries during past 5 years versus 
average rate of increase in 
company profit versus average 
rate of increase in group’s value 
additions for past 5 years

Annually 4 EPI

16 Group’s total output at market 
price/group’s total remuneration

Quarterly 3 EPI

17 Incremental or marginal cost per 
extra unit of activity made by the 
group versus budgeted cost

Monthly 3 CMI

18 Group’s actual cost savings versus 
targeted saving

Quarterly 4 CMI

19 Total notional sale value of 
group’s output/total value of 
assets used by group

Six monthly 3 OMI

20 General administration overhead/
total organization overhead

Monthly 4 CMI
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Table 5.14 (Continued) General Administration Leaders (including Finance, 
Accounting, and Human Resources)

No. Parameter
Periodicity of 
Measurement

Suggested Weight 
and Category

21 General administration salaries/
total organization salaries

Quarterly 4 EPI

22 General administration costs for 
travel activities of all customer 
departments

Quarterly 2 CMI

23 General administration costs for 
all customer departments

Quarterly 3 CMI

24 General administration costs for 
events and meetings organized 
for all customer departments

Quarterly 3 CMI

25 Number of general administrative 
workers as percentage of total 
workers in organization

Quarterly 3 EPI

26 Number of general administrative 
workers as percentage of total 
employees in general 
administration department

Quarterly 3 EPI

27 Annual cost of mechanized work 
in general administration 
department/annual cost of 
manual work in department

Annually 2 OMI

28 General administration cost 
incurred per employee of 
organization

Quarterly 2 CMI

29 Leased versus owned assets of 
general administration 
department

Six monthly 2 RMI



186  ◾  Strategic Planning, Execution, and Measurement

Level 3: Decision-Making Employees

Table 5.15 Production or Plant Head

No. Parameter
Periodicity of 
Measurement

Suggested Weight 
and Category

1 Actual/budgeted plant productivity Monthly 4 EPI

2 Actual/budgeted cost per unit for: 
(a) material; (b) labor; (c) overhead; 
(d) variable costs; (e) fixed costs; 
(f) identifiable costs; (g) common costs

Monthly 3 CMI

3 Actual/budgeted cost per activity Monthly 3 CMI

4 Cost per unit made/cost per unit 
purchased

Quarterly 3 CMI

5 Total fixed wages versus total variable wages Quarterly 3 EPI

6 Cost of waste/total cost of production Monthly 3 CMI

7 Value addition cost/total cost of 
production

Monthly 3 CMI

8 Total outsourcing cost/total production 
cost

Quarterly 3 EPI

9 Total production cost/total cost Monthly 4 CMI

10 Total marketing cost/total production cost Monthly 3 CMI

11 Annual patent use royalties/annual 
production cost

Annually 2 OMI

12 Intangible/tangible production assets Six monthly 2 RMI

13 Fixed factory assets/factory working capital Six monthly 2 RMI

14 Repair and maintenance cost/total 
production cost

Quarterly 3 CMI

15 Cost of core operations/cost of support 
operations

Quarterly 3 CMI

16 Actual cost saving/budgeted cost saving Quarterly 4 CMI

17 Cost of rejected units/cost of total units 
produced

Monthly 3 EPI

18 Controllable costs/uncontrollable costs Quarterly 3 CMI

19 Plant break-even points for: (a) total BEP; 
(b) operating BEP; (c) cash BEP

Annually 3 OMI

20 Notional ROI of plant Quarterly 2 RMI
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Table 5.16 Sales and Marketing Head

No. Parameter
Periodicity of 
Measurement

Suggested 
Weight and 

Category

1 Actual/targeted volume Monthly 5 EPI

2 Actual/targeted sales Monthly 5 EPI

3 Percent market share increase/percent 
increase in market 

Quarterly 4 OMI

4 Marketing overhead/sales: (a) promotional 
overhead/sales; (b) sales execution overhead/
sales

Monthly 4 CMI

5 Gross profit/sales Monthly 4 EPI

6 Sales/average receivables Monthly 3 EPI

7 Sales/average stock Monthly 3 EPI

8 Sales/marketing assets Quarterly 3 RMI

9 Sales salaries/sales Monthly 4 CMI

10 Variable sales salaries/total sales salaries Monthly 3 EPI

11 Variable sales overhead/fixed sales overhead Monthly 3 CMI

12 Average actual sales overhead per unit/
average budgeted sales overhead per unit

Monthly 3 CMI

13 Brand-based overhead/total sales overhead Monthly 3 CMI

14 Actual earnings of brand/budgeted earnings 
of brand

Monthly 4 OMI

15 Capitalized brand-building cost/total sales 
overhead

Quarterly 3 CMI

16 Overdue receivables/total receivables Monthly 4 OMI

17 Incremental ratios: (a) extra credit to 
customers/extra sales; (b) extra promotional 
costs/extra sales; (c) extra sales/extra stock

Quarterly 3 OMI

18 Marketing ROI: (a) gross profit/total 
investment; (b) gross profit/marketing assets

Quarterly 4 EPI

19 Total sales/total investment Quarterly 4 OMI

20 Sales overhead per sales process Quarterly 3 CMI
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Table 5.17 Purchasing (Supply Chain) Head

No. Parameter
Periodicity of 
Measurement

Suggested 
Weight and 

Category

1 Purchasing overhead/total operating cost Monthly 4 CMI

2 Total purchases/average credit purchases Monthly 3 OMI

3 Total purchases/average stock Monthly 4 OMI

4 Actual/targeted purchasing cost savings Quarterly 4 CMI

5 Rejected items/total purchases Monthly 4 OMI

6 Purchasing advantages from: (a) volume 
discounts; (b) cash discounts; (c) government 
subsidies; (d) supplier credits; supplier gifts

Quarterly 4 OMI

7 Credit purchases/cash purchases Monthly 3 OMI

8 Total cost of purchases/total production cost Quarterly 4 OMI

9 Outsourcing versus insourcing costs Quarterly 4 OMI

10 Cost savings classified by: (a) vendor; 
(b) contractor; (c) ancillary; (d) service 
provider; (e) labor provider

Quarterly 4 CMI

11 Analysis of carrying costs: (a) A items; 
(b) B items; (c) C items; (d) slow-moving items; 
(e) dead items

Monthly 3 CMI

12 Recurring and non-recurring vender 
development costs

Quarterly 3 CMI

13 Costs of purchasing delays Monthly 3 OMI

14 Notional rate of return of purchasing division Quarterly 2 OMI

15 Variable salaries of purchasing employees/total 
salaries of purchasing employees

Quarterly 3 EPI

16 Controllable/uncontrollable costs of purchases Quarterly 3 CMI

17 Vendor or ancillary’s ROI versus company’s ROI Quarterly 3 EPI

18 Total indirect taxes/total purchases Quarterly 3 CMI

19 Actual capital costs or asset purchases versus 
budgeted asset purchases

Quarterly 3 RMI

20 Actual versus budgeted cost of every purchase 
activity

Quarterly 4 CMI
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Table 5.18 Finance and Accounting Head

No. Parameter
Periodicity of 
Measurement

Suggested Weight 
and Category

1 Actual versus budgeted weighted 
average cost of capital

Six monthly 5 EPI

2 Actual versus budgeted earnings from 
treasury operations

Quarterly 4 EPI

3 Profit or loss from foreign exchange 
exposure

Quarterly 4 EPI

4 Actual versus budgeted costs for: 
(a) accounting; (b) auditing; (c) treasury; 
(d) fund raising; (e) financial monitoring; 
(f) tax planning; (g) strategic planning

Quarterly 4 CMI

5 Actual versus budgeted direct tax 
savings

Six monthly 4 EPI

6 Actual versus budgeted reduction in 
working capital

Quarterly 3 RMI

7 Company capital expenditure savings Six monthly 3 EPI

8 Profit from sales of fixed assets Six monthly 3 EPI

9 Overall saving in company’s total costs Quarterly 3 CMI

10 Saving in cost of credit Quarterly 3 EPI

11 Reductions in receivables Quarterly 3 EPI

12 Improvement in banking operations 
through: (a) increases in bank limits; 
(b) decreases in mortgages offered to 
banks; (c) reductions in interest payable 
to banks

Quarterly 4 EPI

13 Variable salary costs for finance and 
accounting division versus fixed salary 
costs for division

Quarterly 4 EPI

14 Total variable costs of finance and 
accounting division versus total fixed 
costs of division

Quarterly 4 CMI

15 Advantage of computerized control 
system/cost of system

Quarterly 3 OMI
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Level 4: Entrepreneurial Employees

Top managers should be entrepreneurial because they represent their 
respective functions individually and represent the organization  collectively. 
Their collective financial performance becomes the performance of the 
 organization. We can measure their collective performance levels based 
on the parameters in Table 5.20.

Table 5.20 Financial Performance

No. Parameter
Periodicity 

Measurement

Suggested 
Weight and 

Category

1 Operating profitability (operating profit/
sales)

Monthly 5 EPI

2 Investment or capital or asset turnover 
(sales/total operating investment)

Quarterly 5 RMI

3 Operating ROI (operating profit/operating 
investment)

Quarterly 5 RMI

4 Owners’ or post-tax ROI, Return on 
shareholder’s equity (ROSE), Return on 
owner’s fund (ROOF), Return on equity 
(ROE), or Return on net worth (RONW) 
(profit after tax/own funds)

Six monthly 5 RMI

5 Version 1: debt/equity ratio (long-term 
borrowed funds/own funds)

Six monthly 4 RMI

6 Version 2: debt/equity ratio (long- and 
short-term borrowed funds/own funds)

Six monthly 4 RMI

7 Debt service coverage ratio (PAT + 
depreciation + interest)/(interest + loan 
installment) 

Six monthly 4 RMI

8 Solvency or liquidity (current assets/current 
liabilities)

Monthly 4 RMI

9 Net solvency (current assets excluding dead 
stock and irrecoverable debts/current 
liabilities)

Monthly 4 RMI

10 Quick solvency (quickly liquid current 
assets/quickly payable current liabilities)

Monthly 4 RMI
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Table 5.20 (Continued) Financial Performance

No. Parameter
Periodicity 

Measurement

Suggested 
Weight and 

Category

11 Economic value added (EVA) calculated as 
PAT + interest – cost of capital

Six monthly 4 EPI

12 Total, operating, and cash break-even 
points (BEPs)

Annually 3 OMI

13 Debtors turnover (sales/average debtors) Quarterly 3 EPI

14 Stock turnover (sales/average stock price) Quarterly 3 EPI

15 Working capital turnover (sales/average 
working capital)

Quarterly 3 RMI

16 Fixed asset turnover (sales/average fixed 
assets)

Six monthly 3 RMI

17 Operating profit/non-operating profit Quarterly 3 EPI

18 Operating profit/non-operating ROI Quarterly 3 EPI

19 Operating profit/non-operating investment Quarterly 3 RMI

20 Employee productivity calculated as: 
(a) sales per employee; (b) gross profit per 
employee; (c) operating profit per 
employee; (d) PAT per employee

Quarterly 4 EPI

21 Individual product performance based on: 
(a) sales; (b) contribution; (c) identifiable 
profit; (d) operating profit; (e) operating 
ROI; (f) market share; (g) profitability

Quarterly 4 OMI

22 Functional Performance based on: (a) cost 
per unit of function; (b) functional 
profitability; (c) functional ROI

Quarterly 3 OMI

23 Incremental Performance: (a) incremental 
profitability; (b) incremental investment 
turnover; (c) incremental ROI

Quarterly 4 EPI

24 Contribution/sales Quarterly 3 OMI

25 Absolute and percentage increases in net 
worth 

Quarterly 4 RMI

26 Intangible assets/tangible assets Six monthly 3 RMI

(Continued)
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Table 5.20 (Continued) Financial Performance

No. Parameter
Periodicity 

Measurement

Suggested 
Weight and 

Category

27 Brand performance based on: (a) 
profitability; (b) ROI; (c) increase in earning 
power; (d) increase in value

Six monthly 4 OMI

28 Capital market performance based on: 
(a) earnings per share (EPS); (b) price/
earnings ratio (P/E); (c) market capitalization 
increase; (d) yield ratio; (e) cash earnings 
per share

Six monthly 3 RMI

29 Product life-cycle costing: (a) R&D; (b) launch; 
(c) take-off; (d) consolidation; (e) leadership; 
(f) revitalization; (g) withdrawal 

Occasionally 
and annually

3 OMI

30 Investment appraisal: (a) payback period 
(PBP); (b) average rate of return (ARR); 
(c) net present value (NPV); (d) internal rate 
of return (IRR)

Occasionally 
and annually

5 RMI

31 Successful capitalization of R&D cost/total 
R&D cost

Occasionally 
and annually

3 CMI

32 Top management remuneration/profit 
before tax

Annually 4 EPI

33 Actual/budgeted volume Quarterly 5 EPI

34 Change in market share/change in market Quarterly 4 EPI

35 Organization profit/group profit Quarterly 3 RMI

36 Organization sales/group sales Quarterly 3 OMI

37 Organization’s ROI versus: (a) group ROI; 
(b) best ROI in group; (c) lowest ROI in 
group; (d) best ROI in industry; (e) ROI of 
closest competitor

Six monthly 3 RMI

38 Entrepreneurial employees/total employees Annually 4 EPI

39 Remuneration of entrepreneurial 
employees/total remuneration of all 
employees

Six monthly 4 EPI

40 Total ownership benefits to employees/total 
remuneration of all employees

Annually 3 EPI
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Table 5.20 (Continued) Financial Performance

No. Parameter
Periodicity 

Measurement

Suggested 
Weight and 

Category

41 Outsourcing cost/total operating cost Six monthly 4 OMI

42 Rate of weighted average cost of capital 
versus average interest rates on loans in 
market versus lowest rate of interest on 
loans in market

Six monthly 4 RMI

43 Total committed cost/total operating cost Quarterly 4 CMI

44 Average rate of income tax paid by 
organization versus average rate of income 
tax paid in industry

Six monthly 
and annually

3 CMI

45 Sensitive or special costs/sales: (a) 
environmental costs/sales; (b) indirect taxes/
sales; (c) promotional costs/sales; (d) value 
addition costs/ sales; (e) strike or lockout 
costs/sales; (f) employee cost/sales

Quarterly and 
occasionally

4 CMI

46 Notional/total costs Quarterly 3 CMI

47 Foreign exchange exposure losses/total 
operating costs

Quarterly 4 OMI

48 Dividend paid/PAT Annually 4 RMI

49 Holding company profit versus subsidiary 
company profit

Quarterly 3 RMI

50 Profit made through government policies/
total profit

Quarterly 3 OMI

51 Losses of profits from: (a) stock-outs; 
(b) market entries of new competitors; 
(c) abnormal waste (d) sociopolitical 
problems; (e) plant breakdowns; (f) supply 
delivery delays

Annually and 
occasionally 

4 OMI

52 ROI of business managed by owner versus 
ROI of business managed by manager

Quarterly 4 EPI
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Chapter 6

Entrepreneurial Score Card: 
A Tool for Improving 
Impacts of Strategic 
Planning and Execution

Need for Entrepreneurial Score Card (ESC)

Achieving a maximum and sustainable beneficial impact of a strategy execu-
tion requires a company to obtain positive answers to the following three 
questions:

Is the strategy operationally convenient?
Is the strategy financially viable?
Is the strategy useful in the long-run?

The answers may be positive if the selection and execution of a strategy are 
approached in an entrepreneurial manner. By definition, this approach to 
selection and execution of a strategy depends on an employee’s entrepre-
neurial performance. In other words, he or she should be competent enough 
to judge five dimensions of every strategy based on:

Impact on business growth and associated risks
Dependence on the available operational and logistic system
Effect on cost competitiveness
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Employee ability to achieve successful execution
Impact on return on investment (ROI) in relation to resources required

An employee who wants to function in an entrepreneurial manner must 
follow a versatile approach that demands speed, risk-taking capacity, visu-
alization of the end results, networking skills, and commercial acumen. 
Entrepreneurship is all about sustainable business results and thus must 
be attained through the entrepreneurial performance management system 
(EPMS) route.

All junior and senior employees should perform like entrepreneurs so 
that the collective results of strategy execution equal 100%. A strategic plan 
is basically derived from the vision and mission of an organization. The 
plan operates as a comprehensive road map for an entrepreneurial journey 
to the desired destination defined by the statement of vision. A company 
that utilizes an ESC system will obtain wide-ranging benefits described 
below.

Maturity—Strategy execution requires business maturity at all the levels 
of the organization. That means that even junior employees should have a 
sufficient commercial background to understand the costs and benefits of 
their activities.

Balanced performance and growth—An ESC system should facili-
tate balanced performance and growth of employees that should ultimately 
lead to balanced growth of the organization. For example, a sales executive 
should manage ROI on receivables and inventories while focusing on sales 
volume.

Succession—ESCs should help groom future leaders systematically. 
A highly effective manager should understand resource utilization in detail. 
When the manager reaches the top position in a division, he or she will treat 
it as an independent business, i.e., an investment center.

Collaborative effort—ESC utilization should promote interdivisional 
or interfunctional collaboration. Eventually collaboration should produce 
organizational homogeneity and better collective performance. For  example, 
a senior marketing manager should collaborate well with research and 
 development (R&D) and production managers to ensure better and faster 
product development that will lead to company success.

Organization-wide entrepreneurship—The ESC system is intended 
to facilitate institutionalization of entrepreneurship across an  organization. 
One benefit is that the company will be able to perform better during 
 difficult times. As an example, factory employees may generate cost-saving 
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suggestions during a recession as a result of thinking entrepreneurially about 
the overall business model.

Stakeholder benefits—An ESC system should compel all employees at 
all levels to treat their functions as profit centers. The ultimate benefit to be 
expected is wealth maximization for employees and all other stakeholders of 
the organization.

Ten Characteristics of Entrepreneurial Employees

Entrepreneurship is basically a combination of business drive, effective and 
speedy decision making, risk-taking ability, innovative spirit, and  networking 
skills. In other words, entrepreneurship is all about creating wealth for all 
stakeholders. The concept of entrepreneurship is presented in Figure 6.1. 
An entrepreneur displays the following 10 characteristics:

 1. Drive for creating wealth
 2. Pragmatic vision
 3. Ability to make speedy decisions and execute them
 4. Risk-taking ability
 5. Emphasis on problem solving (action, not discussion)
 6. Commercial acumen
 7. Networking skills
 8. Strategic communication

Wealth creation
for all the

stakeholders

Business
performance
management

Business
decisions &

drive

Business
risk

management

Business
networking

Figure 6.1 Entrepreneurship concept.
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 9. Behavioral flexibility
 10. Rigorous performance measurement and control

As a general rule, an employee who demonstrates at least six of the ten 
characteristics may be reasonably called entrepreneurial.

Entrepreneurial Behavior Questionnaire

An organization may analyze the behaviors and attitudes of its employees 
systematically and use the data to determine the degree of entrepreneurship 
across the organization. The employees may be asked to answer questions 
like those below to allow management to make a reasonable assessment of 
the entrepreneurial behavior levels of individual employees and ultimately 
the level for the entire organization. A “yes” answer to any question indicates 
an entrepreneurial quality of the respondent.

 1. Do you search for an innovative solution to a routine problem?
 2. Do you treat uncertainty as a calculated and studied risk?
 3. Do you seek a speedy solution to every problem?
 4. Do you attempt to create a network and strengthen it for promoting 

your business?
 5. Do you think big?
 6. Do you attempt to convert problems into opportunities?
 7. Do you perform financial or commercial assessment of every important 

business decision you undertake?
 8. Do you promote your business idea in your organization?
 9. Do you look for new business opportunities?
 10. Do you try to solve a problem by avoiding systemic hurdles?
 11. Do you believe in continuous and impressive growth of business?
 12. Do you search for higher benchmarks of performance?
 13. Do you believe that knowledge can be converted into a commercial 

advantage?
 14. Do you study the weaknesses and strengths of your competitors?
 15. Do you empower your subordinates to make and execute decisions?
 16. Do you manage your professional time efficiently?
 17. Do you believe in facing competition ruthlessly?
 18. Do you believe in simple but effective systems of work?
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 19. Do you agree that performance-based rewards promote productivity?
 20. Do you use interpersonal relations to promote your organization during 

difficult times?

Classification of Employees Based on Competencies, 
Roles, and Empowerment Levels

Every organization utilizes four major groups of employees. They all possess 
and use different competencies and therefore perform various roles requiring 
several levels of empowerment. The work characteristics of the four groups 
are illustrated in Figure 6.2.

Systemic or robotic employees include the workers, supervisors, sales-
men, junior engineers, and others who follow daily routine instructions and 
microtargets.

Knowledge employees have more knowledge about their roles and 
system processes than systemic employees. They raise questions and give 
constructive feedback for improvisation. They lead small teams and  monitor 
work performance but they do not make decisions. Knowledge  employees 
are usually officers and assistant managers who constitute the junior 
 management of an organization.

Decision-making employees are important because they connect top 
management to the other levels of employees in an organization. They assist 
the top executives in preparing strategic plans and converting the plans 

Top
Management

Functional/
Territory Heads

Group/Team
Leaders

Workers

Entrepreneurial
Employees
(Top Executives)

Decision-Making
Employees

Knowledge
Employees

Systemic
Employees

Level – 4

Level – 3

Level – 2

Level – 1

Figure 6.2 Employee types, competencies, and empowerment.
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into annual budgets. A decision-making employee is normally considered 
“number two” in his or her functional or business division. These employees 
make decisions on behalf of the top management and drive the organization 
at an operational level. Examples of decision-making employees are senior 
managers and deputy general managers.

Top executives are the business or functional heads who may serve on 
a company board. They are responsible for preparing strategic plans and 
ensuring their execution to reach the desired destination defined by the 
statement of vision. In other words, they collectively carry out the company 
mission to materialize their collective vision. See Figure 6.3.

ESCs for All Employees

As noted earlier, the execution of any strategic plan is successful only if all 
the employees at all the levels of an organization deliver entrepreneurial 
 performance as defined by entrepreneurial score cards (ESCs) for all 

Category of
Employees Responsibility

Top Executives
Preparation of strategic
plan & conversion into

annual budgets

Execution of strategies
through the implementation

of annual budgets

Decision-Making
Employees

Knowledge
Employees

Working on small group or
activity-wise targets &

monitoring the performance of
workers & supervisors

Systemic
Employees

Working on daily & weekly
microtargets under the
guidance of Knowledge

Employees

Figure 6.3 Flow of execution of strategic plan.
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employees at all levels and in all functions. Before we proceed to ESCs for 
employees, let us look at a broad ESC that covers an organization (Table 6.1). 
Recall that an organization must perform in five critical performance areas (dis-
cussed in detail in Chapter 2) to ensure that it grows in a balanced manner.

The implementation of strategic plan through an annual budget can be 
monitored broadly at an organizational level by analyzing the 25  parameters 
listed in Table 6.1 with and their respective weights. Note that the weights vary 
from organization to organization based on the criticalities of the parameters. 
The ultimate execution of annual budgets (whether divisional or functional) is 
achieved by first analyzing individual performances of employees and convert-
ing annual budgets into individual targets as  illustrated in Figure 6.4.

ESCs for Four Employee Categories from Six Functions

This section contains ESCs for all the four categories of employees (top 
executives, decision making, knowledge, and systemic) from six important 
functions (marketing, production, purchase, finance, human resources, and 
research and development); see Tables 6.4 through 6.27. The eight principles 
listed below must be understood.

 1. Entrepreneurial performance involves five components:
Business growth and expansion (core performance)
Strategic cost management (cost performance)
Operations, logistics, and technology management (process or 

 activity performance)
Employee development and satisfaction (human resources-related 

performance)
Resource management (fund or investment-related performance)

 2. Weights to be attached to the parameters from different areas of 
 performance will vary from level to level and function to function.

 3. Actual score against a positive parameter should be calculated using 
the directly proportionate method, and calculated using the inversely 
proportionate method in case of a negative parameter (Table 6.2). Total 
actual score is to be considered for computing variable pay (entrepre-
neurial reward).

 4. A moderately optimistic target (desirable performance) may be called a 
stretched target. A moderately moderate target (achievable performance) 
is a normal target an employee must achieve.
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Table 6.1 ESC for Organization
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1 Business growth and expansion

1.1 Volume growth 

1.2 Market share growth

1.3 Growth through diversification

1.4 Growth through alteration in value 
chain (backward, forward, and 
diagonal integration)

1.5 Growth through networking 
(outsourcing, partnering, etc.)

2 Strategic cost management

2.1 Reduction in cost per unit of 
product

2.2 Accuracy and effective use of cost 
measurement and control systems 

2.3 Use of cost competence as 
parameter to appraise employees

2.4 Cost competence as sustained 
competitive advantage

2.5 Cost flexibility (discretion to incur 
cost)

3 Employee development and 
satisfaction

3.1 Increase in productivity

3.2 Increase in satisfaction
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Table 6.1 (Continued) ESC for Organization
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3.3 Productivity as sustained 
competitive advantage

3.4 Investment in enhancing 
productivity (knowledge 
management, technology 
improvement, etc.)

3.5 Productivity initiative as 
institutional culture

4 Operations, logistics, and technology 
management

4.1 Operating profitability

4.2 Systemic discipline

4.3 Systemic flexibility

4.4 Operation improvements

4.5 Fresh investment in new technology

5 Resource management

5.1 Operating ROI

5.2 Owner’s ROI

5.3 Investment turnover

5.4 Economic value added

5.5 Liquidity

Total Weighted Actual Score
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 5. Human resources (HR)-related performance for a senior executive may 
include his leadership performance also. For a “robotic employee” 
(factory worker), the HR-related performance shall be based primarily 
on behavior and self-development efforts. A factory worker need not 
be assessed for present leadership but may be evaluated for potential 
leadership.

 6. The parameters may be quantitative or qualitative. An effort should 
be made to use maximum possible quantitative parameters wherever 
possible to achieve objectivity in evaluation. Qualitative  parameters 
may be converted into quasi-quantitative parameters by using 
a scale of 0 to 5 where 0 = nil performance and 5 = outstanding 
performance.

 7. On average, two parameters have been suggested for each performance 
area in the ESC of every employee (ten parameters for each ESC). As we 
move upward hierarchically from robotic level to knowledge level and 
further, financial and strategic parameters replace operating parameters. 

Annual budget of the organization i.e., budgeted income statement,
budgeted cash flow statement & budgeted balance sheet 

Broken into divisional or functional budgets

Broken into individual employee targets defined through performance
parameters in five performance areas

Figure 6.4 Conversion of annual budget into individual targets.

Table 6.2 Score Calculation

Parameter
Moderately 

Moderate Target Actual Weight Actual Score

Sales volume 
(positive)

100 units 90 units 30 27

[(90/100) × 30]

Sales expenses/sales 
(negative)

2.5% 2% 10 12.5

[(2.5/2) × 10]
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A broad classification of parameters for each level of employee is 
 suggested in Table 6.3.

 8. Entrepreneurial index is the total score achieved by each employee. 
The same index may be calculated for functional divisions and for the 
organization.

Table 6.3 Performance Parameter Classifications for All Employee Levels

Employee Level or Category

Performance Parameter Type

Strategic Operational Financial

Top executives 3 to 4 1 to 3 4 to 5

Decision-making employees 2 4 4

Knowledge employees Nil 6 to 7 3 to 4

Systemic employees Nil 7 to 8 2 to 3
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Sales and Marketing Employees
Table 6.4 ESC for Robotic or Systemic Employee (Sales Person, Junior Sales 
Engineer, etc.)
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1 Business growth and 
expansion

1.1 Sales volume 

1.2 Sale price per unit

2 Strategic cost management

2.1 Sales expenses/sales

2.2 Incremental cost of gaining 
new customer 

3 Employee development and 
satisfaction

3.1 Participation in sales 
effectiveness training

3.2 Improvement in sales 
coordination with colleagues

4 Operations, logistics, and 
technology management

4.1 Sales warehouse handling

4.2 Operational relationships 
with distributors

5 Resource management

5.1 Debtors turnover ratio

5.2 Stock turnover ratio

Total Weighted Actual Score
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Table 6.5 ESC for Knowledge Employee (Sales or Marketing Manager, Assistant, 
or Deputy Marketing Manager)

N
o

.

Pe
rf

o
rm

an
ce

 P
ar

am
et

er

M
o

d
er

at
el

y 
O

p
ti

m
is

ti
c 

Ta
rg

et
 

(D
es

ir
ab

le
) (

a)

M
o

d
er

at
el

y 
M

o
d

er
at

e 
Ta

rg
et

 
(A

ch
ie

va
b

le
) (

b
)

A
ct

u
al

 P
er

fo
rm

an
ce

 (c
)

W
ei

gh
t

Va
ri

an
ce

 1
 (a

) –
 (c

)

Va
ri

an
ce

 2
 (b

) –
 (c

)

Re
as

o
n

s 
fo

r V
ar

ia
n

ce
s 

an
d

 
Re

m
ed

ie
s

W
ei

gh
te

d
 A

ct
u

al
 P

er
fo

rm
an

ce
, 

i.e
., 

A
ct

u
al

 S
co

re
 [(

c)
/(

b
) ×

 W
ei

gh
t]

1 Business growth and expansion

1.1 Sales volume 

1.2 Sale price per unit

2 Strategic cost management

2.1 Territory sales expenses/territory 
sales

2.2 Carrying cost of inventory and 
receivables 

3 Employee development and 
satisfaction

3.1 Composite satisfaction index of 
subordinates

3.2 Participation in sales effectiveness 
training

4 Operations, logistics, and technology 
management

4.1 Improvement in sales logistics

4.2 Improvement in sales reporting by 
subordinates

5 Resource management

5.1 Gross margin of territory/sales 
working capital of territory

5.2 Gross margin per salesman 

Total Weighted Actual Score
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Table 6.6 ESC for Decision-Making Employee (Marketing or Senior Marketing 
Manager, Deputy General Manager of Sales and Marketing)
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1 Business growth and expansion

1.1 Increase in market share 

1.2 Performance of new products (sales 
volume)

2 Strategic cost management

2.1 Reduction in promotional cost of 
each product

2.2 Reduction in cost of sales logistics 

3 Employee development and satisfaction

3.1 Composite satisfaction index of 
subordinates

3.2 Improvement in marketing acumen 
of territory managers 

3.3 Self-improvement in strategic 
approach to marketing

4 Operations, logistics, and technology 
management

4.1 Improvement in distribution network

4.2 Improvement in marketing control 
system

5 Resource management

5.1 Product-wise ROI

5.2 ROI on marketing investment

Total Weighted Actual Score
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Table 6.7 ESC for Top Executive (General Manager of Sales and Marketing, 
Marketing Vice President, Marketing Director)
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1 Business growth and expansion

1.1 Increase in total sales turnover

1.2 Success of new product launches

1.3 Improvement in brand equity

2 Strategic cost management

2.1 Sales overhead/sales

2.2 Promotional cost of new products

3 Employee development and satisfaction

3.1 Improvement in sales productivity

3.2 Improvement in marketing leadership 
skills

4 Operations, logistics, and technology 
management

4.1 Improvement in total marketing 
logistics and coordination with 
production division

4.2 Improvement in market intelligence 
mechanism

5 Resource management

5.1 Increase in marketing ROI

5.2 Incremental sales/Incremental sales 
working capital

Total Weighted Actual Score
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Production or Operations Employees
Table 6.8 ESC for Robotic or Systemic Employee (Shop Floor Worker, 
Supervisor, etc.)
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1 Business growth and expansion

1.1 Output per month or quarter

1.2 Improvement in quality index

2 Strategic cost management

2.1 Cost of value addition per unit

2.2 Waste and scrap reductions

3 Employee development and 
satisfaction

3.1 Participation in teamwork

3.2 Participation in self-
development training

4 Operations, logistics, and 
technology management

4.1 Attention to process excellence

4.2 Reduction in delays

5 Resource management

5.1 Safety of equipment and other 
assets

5.2 Output per unit of 
manufacturing facility or asset

Total Weighted Actual Score
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Table 6.9 ESC for Knowledge Employee (Production Supervisor, Team Leader, 
Assistant Manager)
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1 Business growth and expansion

1.1 Group output per month or quarter

1.2 Improvement in group average 
quality index

2 Strategic cost management

2.1 Average cost of value addition per 
unit

2.2 Waste and scrap reduction

3 Employee development and satisfaction

3.1 Average improvement in employee 
competence

3.2 Improvement in leadership impact 
through training and development

4 Operations, logistics, and technology 
management

4.1 Improvement in intragroup 
coordination

4.2 Better technological application

5 Resource management

5.1 Average output per unit of 
manufacturing facility

5.2 Output per unit of working capital 
used

Total Weighted Actual Score
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Table 6.10 ESC for Decision-Making Employee (Manager or Deputy Manager in 
Production, R&M, Logistics Area, etc.)
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1 Business growth and expansion

1.1 Total output for period

1.2 Output of new product

1.3 Improvement in output per employee

2 Strategic cost management

2.1 Average cost per process

2.2 Average cost per unit of output

3 Employee development and satisfaction

3.1 Improvement in employee 
satisfaction

3.2 Self-improvement in strategic 
approach to production

4 Operations, logistics, and technology 
management

4.1 Improvement in production logistics

4.2 Process Improvisation leading to 
commercial benefit

5 Resource management

5.1 Increase in capacity usage

5.2 Decrease in factory working capital

Total Weighted Actual Score
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Table 6.11 ESC for Top Executive (General Manager, Operations Vice President, 
Operations Director)
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1 Business growth and expansion

1.1 Total output for period

1.2 Excellence in supplies to marketing division

2 Strategic cost management

2.1 Cost reduction per unit of product

2.2 Sustainable cost reduction through new 
ventures or experimentation

3 Employee development and satisfaction

3.1 Improvement in employee retention, 
talent, and productivity

3.2 Entrepreneurial leadership of production 
function

4 Operations, logistics, and technology 
management

4.1 Installation or adaptation of new technology

4.2 Improvement in production logistics 
through increased output per unit of 
manufacturing facility

5 Resource management

5.1 Total production cost/average working 
capital used in factory

5.2 Control on capital investment in production 
function

Total Weighted Actual Score
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Purchasing Employees

Table 6.12 ESC for Robotic or Systemic Employee Interacting with Vendors, 
Contractors, Suppliers, etc.
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1 Business growth and expansion

1.1 Size or volume of purchases handled

1.2 Number of invoices or suppliers 
handled

2 Strategic cost management

2.1 Cost per unit procured

2.2 Transactional cost per order 
(ordering cost)

3 Employee development and 
satisfaction

3.1 Improvement in overall purchasing 
productivity

3.2 Self-improvement through training 
and development program

4 Operations, logistics, and technology 
management

4.1 Time per purchase transaction

4.2 Improvement in procurement process

5 Resource management

5.1 Average stock held per period

5.2 Credits obtained from suppliers

Total Weighted Actual Score
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Table 6.13 ESC for Knowledge Employee (Assistant Manager or Group Leader in 
Purchasing)
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1 Business growth and expansion

1.1 Volume of purchases handled by 
group

1.2 Number of new vendors recruited for 
cost-effective purchases

2 Strategic cost management

2.1 Cost per unit procured

2.2 Average cost saving per vendor

3 Employee development and satisfaction

3.1 Composite satisfaction index of group

3.2 Self-improvement in leadership skills

4 Operations, logistics, and technology 
management

4.1 Improvement in purchase logistics

4.2 Improvement in transactional 
accounting and follow-up

5 Resource management

5.1 Average stock held per period

5.2 Overall reduction in group’s working 
capital

Total Weighted Actual Score
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Table 6.14 ESC for Decision-Making Employee (Senior or Deputy Purchasing 
Manager)

N
o

.

Pe
rf

o
rm

an
ce

 P
ar

am
et

er

M
o

d
er

at
el

y 
O

p
ti

m
is

ti
c 

Ta
rg

et
 

(D
es

ir
ab

le
) (

a)

M
o

d
er

at
el

y 
M

o
d

er
at

e 
Ta

rg
et

 
(A

ch
ie

va
b

le
) (

b
)

A
ct

u
al

 P
er

fo
rm

an
ce

 (c
)

W
ei

gh
t

Va
ri

an
ce

 1
 (a

) –
 (c

)

Va
ri

an
ce

 2
 (b

) –
 (c

)

Re
as

o
n

s 
fo

r V
ar

ia
n

ce
s 

an
d

 
Re

m
ed

ie
s

W
ei

gh
te

d
 A

ct
u

al
 P

er
fo

rm
an

ce
, 

i.e
., 

A
ct

u
al

 S
co

re
 [(

c)
/(

b
) ×

 W
ei

gh
t]

1 Business growth and expansion

1.1 Excellence in supplying production 
division

1.2 Improvement in vendor performance

2 Strategic cost management

2.1 Reduction in overall purchase cost

2.2 Reduction in transactional cost

3 Employee development and satisfaction

3.1 Increase in employee satisfaction, 
competence, and productivity

3.2 Self-improvisation through strategic 
approach to purchases

4 Operations, logistics, and technology 
management

4.1 Improvement in purchasing 
coordination with production, R&D, 
and marketing

4.2 Improvement in procurement process

5 Resource management

5.1 Total procurement cost/average 
working capital

5.2 Advantage of outsourcing over 
insourcing

Total Weighted Actual Score
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Table 6.15 ESC for Top Executive (Director, General Manager or Vice President 
of Procurement)
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1 Business growth and expansion

1.1 Total procurement volume for period

1.2 Development of new vendors and ancillaries

2 Strategic cost management

2.1 Reduction of purchase cost/production 
cost ratio

2.2 Reduction of average transactional cost

3 Employee development and satisfaction

3.1 Improvement in employee entrepreneurial 
approach

3.2 Positioning purchasing division as profit 
center

4 Operations, logistics, and technology 
management

4.1 Improvement in overall efficiency of 
purchasing function

4.2 Adoption of new purchase monitoring and 
accounting techniques

5 Resource management

5.1 Value of purchases/Investment in 
purchasing division

5.2 Advantages of outsourcing versus insourcing

Total Weighted Actual Score
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Finance and Accounts Employees
Table 6.16 ESC for Robotic or Systemic Employee (Accounts Clerk, Junior 
Accountant, Clerk, Cashier)
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1 Business growth and expansion

1.1 Number of transactions or invoices 
handled

1.2 Improvement in financial or 
accounting accuracy

2 Strategic cost management

2.1 Cost per accounting transaction

2.2 Advantage of insourced accounting 
activity over outsourced accounting 
activity

3 Employee development and 
satisfaction

3.1 Better internal customer 
coordination

3.2 Improvement in functional 
competency through training and 
development

4 Operations, logistics, and technology 
management

4.1 Improvement in accounting or 
financial processes
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Table 6.16 (Continued) ESC for Robotic or Systemic Employee (Accounts Clerk, 
Junior Accountant, Clerk, Cashier)
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4.2 Adoption of new accounting 
technology

5 Resource management

5.1 Better cash or liquidity management 
(for cashier) or better accounting 
support in asset management (for 
accountant)

5.2 Improved use of available facilities

Total Weighted Actual Score
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Table 6.17 ESC for Knowledge Employee (Assistant Accounts or Audit Manager, 
Deputy Banking and Finance Manager, etc.)
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1 Business growth and expansion

1.1 Number of transactions handled by 
group

1.2 Value added through services to 
internal customers

2 Strategic cost management

2.1 Average cost of value added services

2.2 Reduction in cost per transaction by 
using better technology or coordination

3 Employee development and satisfaction

3.1 Composite satisfaction index of group

3.2 Self-improvement through training 
and development

4 Operations, logistics, and technology 
management

4.1 Improvement in accounting or 
financial logistics

4.2 Support to internal customers to 
improve their accounting or 
operational control

5 Resource management

5.1 Better working capital coordination

5.2 Improved use of available facilities

Total Weighted Actual Score
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Table 6.18 ESC for Decision-Making Employee (Senior or Deputy General 
Manager of Finance, Accounting, Audits, Insurance, Banking, etc.)
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1 Business growth and expansion

1.1 Better accounting and finance 
deliverables with available human 
resources

1.2 Improved quality of accounting, 
financial, insurance, banking, or 
auditing products

2 Strategic cost management

2.1 Reduction in cost of funds or 
transactional cost

2.2 Reduction in cost of insurance and 
other services

3 Employee development and satisfaction

3.1 Improvement in accounting and 
financial competence

3.2 Self-improvement in strategic 
approach to role

4 Operations, logistics, and technology 
management

4.1 Improved application of accounting 
technology

4.2 Better coordination with internal 
customers

(Continued)



224  ◾  Strategic Planning, Execution, and Measurement

Table 6.18 (Continued) ESC for Decision-Making Employee (Senior or Deputy 
General Manager of Finance, Accounting, Audits, Insurance, Banking, etc.)
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5 Resource management

5.1 Better management of financial 
resources

5.2 Innovation in resource mobilization

Total Weighted Actual Score
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Table 6.19 ESC for Top Financial Executive (CFO, General Manager or Vice 
President of Finance, Accounting Control, Banking, Insurance, or Audit & 
Compliances)
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1 Business growth and expansion

1.1 Suitable delivery of all finance and 
accounting functions, proportionate to 
organization’s business growth

1.2 Use of latest financial products

2 Strategic cost management

2.1 Effective management of funding and 
insurance costs

2.2 Cost per transaction

3 Employee development and satisfaction

3.1 Improved employee competence, 
output, and satisfaction

3.2 Strategic participation in corporate 
leadership

4 Operations, logistics, and technology 
management

4.1 Better coordination with internal 
customers to improve productivity of 
financial resources

4.2 Use of advanced technology in 
accounting control

(Continued)
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Table 6.19 (Continued) ESC for Top Financial Executive (CFO, General Manager 
or Vice President of Finance, Accounting Control, Banking, Insurance, or Audit & 
Compliances)
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5 Resource management

5.1 Optimal use of available facilities to 
deliver functional products and 
performances

5.2 Better support to internal customers to 
enhance use of their resources

Total Weighted Actual Score
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Human Resource (HR) Employees
Table 6.20 ESC for Robotic or Systemic HR Employee (Clerk, Data Entry 
Operator, etc.)
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1 Business growth and expansion

1.1 Number of employees served

1.2 Quality of functional service offered

2 Strategic cost management

2.1 Cost per transaction of service

2.2 Contribution to attempts to reduce 
employee cost

3 Employee development and satisfaction

3.1 Improved contribution to HR team 
performance

3.2 Self-development through training

4 Operations, logistics, and technology 
management

4.1 Use of technology in transactional 
services

4.2 Efficient handling of coordinative HR 
services

5 Resource management

5.1 Increase in advantage of insourced 
over outsourced HR services

5.2 Improved performance with 
available resources

Total Weighted Actual Score
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Table 6.21 ESC for Knowledge Employee (Assistant or Deputy HR Manager, etc.)
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1 Business growth and expansion

1.1 Number of employees served by group 
or team

1.2 Quality of service offered

2 Strategic cost management

2.1 Cost of service/total cost of HR division

2.2 Cost of service/total employee cost

3 Employee development and satisfaction

3.1 Composite satisfaction index of group 
or team

3.2 Self-development for enhancing role as 
HR professional

4 Operations, logistics, and technology 
management

4.1 Improvement in HR performance via 
process improvisation

4.2 Better logistic performance through 
better networking

5 Resource management

5.1 Quality of value added per dollar spent 
on HR function

5.2 Support to internal customers in 
improving their employee performance 
through better use of assets

Total Weighted Actual Score
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Table 6.22 ESC for Decision-Making Employee (Senior HR Manager or Function 
Head, e.g., Recruitment, Training and Development, etc.)
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1 Business growth and expansion

1.1 Volume and quality of HR-related 
services

1.2 Expansion of role into business 
partnering with internal customers

2 Strategic cost management

2.1 Sustainable saving in internal 
customer HR-related activity cost and 
employee cost

2.2 Contribution to cost saving via 
synergic attempts or structures 
designed for internal customers

3 Employee development and satisfaction

3.1 Composite index of subordinate 
satisfaction

3.2 Self-development for strategic role in 
organization

4 Operations, logistics, and technology 
management

4.1 Technological application and 
innovation in HR services

4.2 Better coordination efforts to 
improve interfunctional alignments 
for increased output

(Continued)
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Table 6.22 (Continued) ESC for Decision-Making Employee (Senior HR Manager 
or Function Head, e.g., Recruitment, Training and Development, etc.)

N
o

.

Pe
rf

o
rm

an
ce

 P
ar

am
et

er

M
o

d
er

at
el

y 
O

p
ti

m
is

ti
c 

Ta
rg

et
 

(D
es

ir
ab

le
) (

a)

M
o

d
er

at
el

y 
M

o
d

er
at

e 
Ta

rg
et

 
(A

ch
ie

va
b

le
) (

b
)

A
ct

u
al

 P
er

fo
rm

an
ce

 (c
)

W
ei

gh
t

Va
ri

an
ce

 1
 (a

) –
 (c

)

Va
ri

an
ce

 2
 (b

) –
 (c

)

Re
as

o
n

s 
fo

r V
ar

ia
n

ce
s 

an
d

 
Re

m
ed

ie
s

W
ei

gh
te

d
 A

ct
u

al
 P

er
fo

rm
an

ce
, 

i.e
., 

A
ct

u
al

 S
co

re
 [(

c)
/(

b
) ×

 W
ei

gh
t]

5 Resource management

5.1 Better value added per dollar spent 
on HR function

5.2 Contribution to better asset 
utilization by internal customers by 
improving HR effectiveness

Total Weighted Actual Score
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Table 6.23 ESC for Top Executive (General Manager, Vice President, or Head of 
HR Division)
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1 Business growth and expansion

1.1 HR function effectiveness in 
relation to organizational 
effectiveness

1.2 Strategic partnering in long-term 
HR-related policy framework

2 Strategic cost management

2.1 HR function cost/total 
employee cost

2.2 Reduction in employee costs of 
internal customers

3 Employee development and 
satisfaction

3.1 Composite satisfaction index of all 
employees

3.2 Improvement in employee 
competence across organization

4 Operations, logistics, and 
technology management

4.1 Improvisation in HR monitoring of 
performance management system

4.2 Technological application and use 
of innovation to improve HR 
division performance

(Continued)
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Table 6.23 (Continued) ESC for Top Executive (General Manager, Vice President, 
or Head of HR Division)
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5 Resource management

5.1 Better organizational resource 
utilization via improved employee 
performance

5.2 Better value added per dollar 
spent on HR function

Total Weighted Actual Score
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Research and Development Employees

Table 6.24 ESC for Robotic or Systemic Employee (Junior Engineer, Researcher, 
or Research Assistant)
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1 Business growth and expansion

1.1 Completion of milestone of 
fundamental research

1.2 Completion of milestone of applied 
(commercial) research

2 Strategic cost management

2.1 Cost of items and services purchased 
to meet milestone

2.2 Cost of value addition (research 
progress)

3 Employee development and satisfaction

3.1 Performance as member of research 
team

3.2 Self-development through training 
and project exposure

4 Operations, logistics, and technology 
management

4.1 Contribution to success of group 
research processes and logistics

4.2 Improvement in research operations 
or framework

(Continued)
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Table 6.24 (Continued) ESC for Robotic or Systemic Employee (Junior Engineer, 
Researcher, or Research Assistant)
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5 Resource management

5.1 Optimal use of research 
infrastructure

5.2 Use of working capital for applied 
research

Total Weighted Actual Score
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Table 6.25 ESC for Knowledge Employee (Senior Research Officer, Project 
Coordinator, Assistant Project Manager)
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1 Business growth and expansion

1.1 Completion of milestone of 
fundamental research

1.2 Completion of milestone of applied 
(commercial) research

2 Strategic cost management

2.1 Total cost of milestone of research project

2.2 Cost of value added by research project

3 Employee development and satisfaction

3.1 Composite satisfaction index of 
research group

3.2 Self-development for better research 
competencies

4 Operations, logistics, and technology 
management

4.1 Application of better technology to 
research

4.2 Improvement in research logistics to 
achieve better cooperative efforts

5 Resource management

5.1 Optimal use of research infrastructure

5.2 Use of working capital for applied 
research

Total Weighted Actual Score
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Table 6.26 ESC for Decision-Making Employee (Senior or Deputy General 
Manager or Project Head)
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1 Business growth and expansion

1.1 Approved performance on applied 
research project

1.2 Commercial result of project 
completed in previous period

2 Strategic cost management

2.1 Total research cost/total sales

2.2 Total cost of commercial project based 
on applied research

3 Employee development and satisfaction

3.1 Employee satisfaction, competence 
development, and entrepreneurial 
results

3.2 Self-development of entrepreneurial 
approach to research

4 Operations, logistics, and technology 
management

4.1 Improvement in research logistics

4.2 Improvement in collaborative 
management of joint research projects
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Table 6.26 (Continued) ESC for Decision-Making Employee (Senior or Deputy 
General Manager or Project Head)

N
o

.

Pe
rf

o
rm

an
ce

 P
ar

am
et

er

M
o

d
er

at
el

y 
O

p
ti

m
is

ti
c 

Ta
rg

et
 

(D
es

ir
ab

le
) (

a)

M
o

d
er

at
el

y 
M

o
d

er
at

e 
Ta

rg
et

 
(A

ch
ie

va
b

le
) (

b
)

A
ct

u
al

 P
er

fo
rm

an
ce

 (c
)

W
ei

gh
t

Va
ri

an
ce

 1
 (a

) –
 (c

)

Va
ri

an
ce

 2
 (b

) –
 (c

)

Re
as

o
n

s 
fo

r V
ar

ia
n

ce
s 

an
d

 
Re

m
ed

ie
s

W
ei

gh
te

d
 A

ct
u

al
 P

er
fo

rm
an

ce
, 

i.e
., 

A
ct

u
al

 S
co

re
 [(

c)
/(

b
) ×

 W
ei

gh
t]

5 Resource management

5.1 Incremental ROI as a result of value 
addition from R&D performance

5.2 Minimization of resource 
consumption by networking of 
resource activities

Total Weighted Actual Score
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Table 6.27 ESC for Top Executive (Head of R&D Division)
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1 Business growth and expansion

1.1 Entrepreneurial results of current 
projects and those completed in 
previous period

1.2 Incremental value contribution to 
business from proactive approach to 
R&D

2 Strategic cost management

2.1 Research cost/total sales

2.2 Total fixed cost of R&D division

3 Employee development and satisfaction

3.1 Improvement in employee research 
competence

3.2 Self-development for entrepreneurial 
approach to research

4 Operations, logistics, and technology 
management

4.1 Improvement in research-related 
operations

4.2 Application of improved technology 
to research
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Entrepreneurial Rewards

It is obvious that employees will generate entrepreneurial outputs or 
 performances if they receive entrepreneurial rewards such as performance-
linked pay plans. Entrepreneurial reward is necessary to achieve the 
 following objectives:

Entrepreneurial drive—Extraordinary performance along with focus on 
innovation, speed, and flexibility.

Performance recognition—Direct linking of performance and reward 
so that employees strive continuously to improve output.

Teamwork—Entrepreneurship happens through coordinated efforts. 
Hence, some fraction of the entrepreneurial reward is to be determined 
by team performance.

Talent retention—To promote entrepreneurship, employee poten-
tial should be recognized through entrepreneurial rewards. Talented 
employees will remain with an organization if they strongly feel that the 
organization will provide ongoing entrepreneurial rewards.

Table 6.27 (Continued) ESC for Top Executive (Head of R&D Division)
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5 Resource management

5.1 Incremental ROI resulting from value 
addition through R&D performance

5.2 Combined ROI of research division 
based on results of projects for 
current and previous years

Total Weighted Actual Score
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Connectivity of individual and organization—An individual should 
gain proportionately from an organization’s prosperity and should also 
sacrifice for the organization during difficult times.

Entrepreneurial rewards should also depend on organizational dimensions. 
Three additional factors should be considered in planning entrepreneurial 
rewards:

 1. An employee’s value chain, market variables, and criticality of his or 
her role

 2. Product or activity group in which an employee acts as a team member
 3. Organization and its business model

The major components of entrepreneurial rewards listed above can be 
 classified into employee, group (or department, division, or location), and 
organization:

Employee
Core performance or role
Support performance or role
Improvement in competence
Market conditions

Group, Department, Division, or Location
Core performance (volume and quality)
Cost performance
Support performance
Improvement in value chain

Organization
Sales and market share
Operating profitability
Investment turnover
Operating ROI (Return on capital employed [ROCE])
Owners’ ROI
Debt service coverage
New product and market development
Position of organization and positions of products in their life cycles

The weights to be attached to the qualitative and quantitative  parameters 
representing all the three dimensions of entrepreneurial rewards may be 
prescribed for all the four categories of employees as shown in Table 6.28.
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Knowledge Management for Entrepreneurial Competencies

Strategic planning and execution succeed in an organization when all the 
employees at all levels and from all functions participate in  planning and 
 execution with appropriate maturity. Such maturity is a direct and  proportionate 
result of the initiatives taken by an organization to enhance versatile com-
petencies of its employees through knowledge management  processes. 
Organizations that foster knowledge management know that to grow is to know.

Objectives

 1. Competence building
 2. Interfunction and interlocation reconciliation
 3. Integrated and balanced value chain
 4. Creation of new opportunities
 5. Systemic strength
 6. Employee retention

Table 6.28 Weighting of Qualitative and Quantitative Parameters of 
Entrepreneurial Reward System

Parameter

Total Attached Weights

Top Employees 
Decision-Making 

Employees
Knowledge 
Employees

Systemic 
Employees

Core Support Core Support Core Support Core Support

Qualitative

Individual 11 30 15 35 16 37 16 40

Group 10 20 23 20 18 20 9 16

Organization 9 10 7 10 6 8 5 4

Total 30 60 45 65 40 65 30 60

Quantitative

Individual 19 10 33 10 38 13 48 20

Group 20 18 15 15 15 15 15 14

Organization 31 12 7 10 7 7 7 6

Total 70 40 55 35 60 35 70 40
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Key Components

Methods of Identifying Knowledge Requirements

Business model alterations
Competence gaps
Management of internal and external risks and uncertainties
New business opportunities
Benchmarking (operational and financial)
Organizational effectiveness (entrepreneurial, social, economical, ethical, 

and intellectual)

Knowledge Sources

Operational experiences
Competitor performances
Purchased knowledge
Secondary data
Perceptional interactions and interviews
Data from external value drivers (suppliers, contractors, distributors, etc.)
Academic institutions and professional organizations
Customers
Government agencies
Society at large

Knowledge Classification and Storage

Table 6.29 is a knowledge classification aid that illustrates the various types 
of knowledge and expected application times.

Knowledge Evaluation for Potential Use

It is difficult to predict the long-term use and value of knowledge despite the 
need to acquire and maintain knowledge as a strategic edge over competi-
tors. The potential acquisition and use of all types of knowledge should be 
based on the following parameters:

Usefulness of such knowledge at future stages of life cycles of products, 
organization, and employees

Cost of acquisition of knowledge, cash flow available for acquisition, and 
capacity to absorb cost over time
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Commercial use of knowledge to achieve operational, strategic, and finan-
cial advantages

Competence available and competence required to maintain knowl-
edge, upgrade it, and apply it when required and to pursue new 
opportunities

Alternate uses for and commercial value (salability) of knowledge
Application of intellectual property rights including patent advantages

Knowledge Sharing

Knowledge sharing processes (KSPs) are the most critical components of 
knowledge management. Their value depends on (1) their technical  quality, 

Table 6.29 Knowledge Classification Matrix

Factor

Knowledge Use

Main
Business Allied Businesses

Future 
Planning SaleIA STA MTA LTA IA STA MTA LTA

Business 
environment

Technology

People 
processes

Financial 
resources

Competition

Sociopolitical 
environment

Business 
partners

Product-related 
performance

IA = immediate application.

STA = short-term application.

MTA = medium-term application.

LTA = long-term application.
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(2) organization culture, (3) individuals’ ability and willingness to share 
knowledge; (4) precise definition of knowledge sharing boundaries; (5) time 
and cost requirements for sharing; (6) unforeseen events that affect pro-
cesses and sharing parameters. Table 6.30 summarizes the types of learning, 
processes, and appropriate use.

Knowledge Application

The phases of commercial application of knowledge are listed in Table 6.31.

Knowledge Sharing Mechanisms

Knowledge management teams (KMTs) should be formed to ensure the 
 transition to and effective use of knowledge sharing processes. The two 
types are knowledge facilitating teams (Figure 6.5) and knowledge benefi-
ciary teams (Figure 6.6).

Employee Feedback

Obtaining and analyzing employee feedback about knowledge management 
are critical to the program’s continued success. Such feedback should be 

Table 6.30 Utilization of Learning Processes

Learning Type Process Suitable Use

Entrepreneurial Case studies and brainstorming Top and middle management

Trend analysis Top and middle management

Exercises Junior management

Operational Cataloguing Top management

Interactions Middle and junior management

Computer-based training (CBT) Supervisors

Group and individual exercises Supervisors and workers

Attitudinal Case studies and brainstorming Top and middle management

Abstracting Top and middle management

Exercises Junior management

Workshops Supervisors and workers
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gathered at least twice a year. Employee feedback should cover the following 
areas:

Awareness of knowledge requirements
Adequacy of knowledge provided
Building ability to use knowledge
Scope for applying knowledge

Table 6.31 Knowledge Application Phases

No. Phase

1 Reviewing commercial viability of knowledge acquired by direct 
involvement of employees using it

2 Possible computer simulations to evaluate process and impact of 
application

3 Quick feedback from users and possible modification of process

4 Possible application of sample, appraisal of its effectiveness, and 
implementing modifications for regular use

5 Regular use with continuous monitoring

6 Periodic assessment, feedback, and revision

Team – 1

 + Team – 2

+ Team – 3

Entrepreneurial
knowledge
facilitation

Operational
knowledge
facilitation

Team leader – director
Team members – all directors &
  six general managers

Team leader – general manager 
Team members – five general managers &
  six senior managers

Team leader – director – HR
Team members – senior manager &
  managers – HR

Attitudinal
knowledge
facilitation

Figure 6.5 Knowledge facilitating teams.
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Appraisal of value of knowledge application
Program rewards and penalties

Management Appraisal

A management audit committee should be appointed to regularly appraise 
all the implementation factors described above. Table 6.32 is a typical matrix 
for appraising knowledge management programs.

Promotion of Knowledge Management Efforts

Conformity to knowledge management efforts should be rewarded as a 
component of the entrepreneurial pay plan. Another type of reward may 
focus on family support. Exceptional contributions to knowledge manage-
ment that produce extraordinary business benefits should be rewarded by 
ownership shares.

Activity/functional head & senior managers

Sr. manager – 1
& managers

Sr. manager – 2
& managers

Sr. manager – 3
& managers

Manager – 1
& employees

Manager – 2
& employees

Senior level
teams

Middle level
teams

Junior level
teams

Figure 6.6 Knowledge beneficiary teams.

Table 6.32 Knowledge Management Appraisal Matrix

No.
Knowledge 
Parameter Suitability Acceptability Impact Cost Time Weight

1 Creation 10

2 Transmission 15

3 Application 10

4 Evaluation 5

Total 40
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Case studies and reports generated through the knowledge management 
system should be circulated through presentations to various forums and 
industry publications. Young managers should be encouraged to increase 
their applications of knowledge through work experience, research, and 
participation in crisis management. They should also be encouraged to 
 participate in value-adding programs and seminars.
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Chapter 7

Comprehensive Case Study

Background and Recent Performance

Asia Cement Limited (ACL) is a listed company based in Mumbai for more 
than 10 years. It is one of the leaders in the domestic market and known for 
its product, “Supreme,” a medium quality cement brand. Supreme enjoys a 
19% market share. ACL also makes lower medium quality cement for the down 
market and has a 6% market share. During the past 2 years, it started exporting 
to neighboring countries like Nepal, Sri Lanka, Bangladesh, and Bhutan. ACL 
has a very powerful vision statement: Becoming the sole market leader in India 
in its own segment by achieving the best benchmarks of the cement company.

ACL is a family-owned company that maintains five factories in different 
parts of India. Dilip Tolani and his three brothers together own 73% of the 
shares. A $10 share was quoted at $67 on March 31, 2013. The company is 
aggressive in its marketing approach but not very professional overall. The 
Tolanis took little of ACL’s profit by way of dividends. Instead they used 
these internal funds to expand  capacity. ACL recently started “feeling the 
heat” of competition from newcomers in the market who utilize state-of-the-
art technology.

Three out of five factories owned by ACL were acquired from  failing com-
panies and are very old. ACL does not maintain a proprietary research and 
development (R&D) facility. The new competitors have joined global players 
to obtain R&D support. They use new technology and mixtures to frame 
new products by paying reasonable royalties to the global players.

ACL does not have its own storage facilities and has used leased 
 warehouses for many years. Based on escalations in real estate values, 
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the warehouse owners are demanding substantial rent increases or planning 
to sell their properties to developers at attractive prices. ACL must  seriously 
analyze its warehousing situation. The Tolani brothers are not known 
as good pay masters. A number of good managers and officers resigned 
recently to join competitors at higher salaries.

ACL enjoys a good distribution network. It keeps its distributors happy 
by paying them a 1% extra margin. However, this strategy may not be very 
sustainable if ACL’s competitors adopt it aggressively. ACL does not do con-
siderable business with customers from the public sector and government 
departments because it does not believe in offering credit. This has caused 
considerable opportunity losses over the past 10 years.

ACL will have to expand its production facility by 100% in the next 2 to 
3 years to maintain its market share and enjoy the advantages of economy 
of scale. It may also have to sacrifice a small portion of its present rate of 
return to accelerate spending for an R&D facility. The conservative approach 
of financing growth through ploughing profits back into an operation will 
not support its expansion plan. ACL will have to borrow funds or dilute its 
present equity to fuel its growth.

ACL’s export story is not impressive. It exports low quality cement 
to underdeveloped neighboring countries. This is not a sustainable 
 business because new competitors are rapidly developing relation-
ships with importers, offering them the benefits of strategic planning 
and long-term supply chain reliability. The Tolanis are ambitious about 
their export business and have a vision of growing their exports to 
other Asian and African countries, but their vision requires work on the 
company’s structure, systems, and strengths. Of course, ample oppor-
tunity exists for expanding business in India because India is working 
very hard to improve its infrastructure and cement is the backbone of 
 infrastructure construction. Tables 7.1 through 7.3 illustrate financial data 
of the year 2012–13.

Table 7.1 Concise Balance Sheet as of March 31, 2013

Fund Sources $ (millions) Investments $ (millions)

Share capital

Reserves

11% bank loan

60

135

5

Fixed assets

Working capital

External (non-business investments)

100

75

25

Total 200 Total 200



Comprehensive Case Study  ◾  251

Table 7.2 ACL Production Facilities

Location Capacity (million tons) Sales Realizationa ($ millions)

Thane (old)

Chennai (old)

Bhopal (new)

Ahmadabad (old)

Bhubaneswar (new)

1.25

0.80

1.70

1.50

1.00

100

80

170

50

100

Total 6.25 500

a At latest price and 80% capacity use.

Table 7.3 Income Statement for the Year 2012–13

Description

Grade A 
(Medium 

Quality Cement) 
$ (millions)

Grade B 
(Lower Medium 
Quality Cement) 

$ (millions)
Total 

$ (millions)

Sales

Less identifiable operating 
costs (70% variable)

350.00

(2.7 million tons)

280.00

150.00

(2.3 million tons)

135.00

500.00

(5 million tons)

415.00

Identifiable operating 
profit

Less common operating 
costs (90% fixed)

70.00 15.00 85.00

20.00

Operating profit (profit 
before interest & taxes 
i.e., PBIT)

Less interest

— — 65.00

0.55

PBT (profit before taxes)

Less taxes

— — 64.45

19.45

PAT (profit after taxes)

Less dividend @ 20% on 
share capital

— — 45.00

12.00

Retained profit — — 33.00
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Dilip Tolani and his brothers appointed J&A, a well-known consultant 
in the field of strategic planning. Tolani realized that a systematic  strategic 
plan was essential to direct the growth of his company. With the help of 
J&A, the Tolani brothers conducted comprehensive inquiries into all areas of 
performance of their company and bridged their perceptional gaps about its 
strengths, weaknesses, opportunities, and growth. Table 7.4 summarizes the 
status evaluation report prepared by J&A as of January 1, 2013.

It is very obvious from J&A’s status evaluation that ACL is performing below 
average even though its absolute score is 60%. ACL’s weak areas are  operations, 
technology, logistics, and employee management. The company does not per-
form impressively on the fronts of business growth and cost  management. Its 
resource management is satisfactory because it utilizes a conservative approach 
to capital gearing and could perform at 80% capacity of its factories.

SWOT Analysis

J&A also performed a SWOT (strengths, weaknesses, opportunities, and 
threats) analysis of ACL using the data revealed by the strategic inquiry 
 exercise. Table 7.5 summarizes the results.

Strategic Plan: Strategies for Five Performance Areas

Dilip Tolani and his brothers got ready to prepare a comprehensive  strategic 
plan for 3 years commencing April 1, 2013. J&A agreed to facilitate and mod-
erate this important exercise. Although J&A recommended a set of optimistic 

Table 7.4 Status Evaluation Summary

Performance Area
Score (0 to 5 

Scale)
Average Score in Indian 

Cement Industry

Business growth and expansion

Strategic cost management

 Operations, logistics, and technology 
management

 Employee development and 
satisfaction

Resource management

3.05

3.00

2.80

2.70

3.50

3.50

3.60

4.00

3.50

3.60

Total score of 25 (% score) 15.05 (60%) 18.20 (73%)
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Table 7.5 Analysis of Strengths, Weaknesses, Opportunities, and Threats

SWOT Factor Present Status Future Status

Strengths

Distribution network Good Must be expanded and 
improved

Control of capital costs Very good Should be exploited to 
finance growth

Reserve position Very good Should be used for strategic 
resource advantage (raising 
borrowed funds)

Capacity usage 80% Capacity must be expanded

Unity and homogeneity 
among promoters

Excellent Professional approach 
required

Market share Good for medium 
quality product

Should be consolidated 
further

Foreign market entry Early effort Very good growth potential

Spread of production 
facilities

Well spread throughout 
country

No facility in north

Product turnover Reasonable enough to 
proceed to next phase 
of consolidation

It is not enough to be an 
absolute leader; ACL is not in 
the high product segment; 
this should be corrected

Weaknesses

Management quality Not professional Should be structured for 
professional approach

Factories Three are old Technological upgrade 
required

Size of capacity Insufficient for 
consolidation

Needs expansion

Use of borrowed funds Very negligible Borrowing required to finance 
expansion

Employee quality and 
remuneration policy

Below average Investment in employee 
education and reward system 
required

(Continued)
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Table 7.5 (Continued) Analysis of Strengths, Weaknesses, Opportunities, and 
Threats

SWOT Factor Present Status Future Status

Use of market 
opportunities

Not satisfactory Growth vital to sustain market 
leadership

Logistics Warehouses not 
managed properly

Must build own warehouses 
to reduce dependence on 
leased warehouse owners

Product mix Inadequate for overall 
presence in market

High quality products must be 
added to product mix

Exports Exports only to under-
developed countries

Markets in developed 
countries should also be 
tapped

Research and 
development

R&D facilities and 
efforts are inadequate

A robust R&D facility is 
required to utilize quality as 
competitive advantage

Sales to public sector 
and government 
departments

None Public infrastructure demands 
company product; 
opportunity cannot be 
neglected

Organizational 
structure

Not entrepreneurial at 
middle and lower levels

Employees should be 
empowered to take initiatives

Distribution 
management

Payment of extra margin 
to distributors may not 
be sustainable strategy

Strategy may yield good 
dividends at present but 
competitors may adopt it; ACL 
should seek other innovative 
ways to retain distributors

Opportunities

1 More exports of better products to obtain higher margins

2 Expansion of share of domestic market

3 Good scope for raising borrowed funds required for 
capacity expansion

4 Production facility to be created in northern India

5 Investment in company warehouse should improve 
quality substantially



Comprehensive Case Study  ◾  255

Table 7.5 (Continued) Analysis of Strengths, Weaknesses, Opportunities, and 
Threats

6 Sales to public sector enterprises and government 
departments should add considerably to market share

7 Entry to high quality product segment should expand 
domestic market share considerably

8 New distributors may be added for better market 
penetration in untapped areas

9 Exports to underdeveloped countries can be increased by 
aggressive pricing

10 International collaborations are possible for R&D 
initiatives and distribution networks

11 Modernization or replacement of old factories is possible 
with fresh capital infusion

12 Equity dilution is possible for raising funds through fresh 
equity at a good premium; present market price is 
supportive for strategy; ownership dilution degree will 
not be serious

Threats

1 Competitors may expand their capacities and increase 
market shares

2 Logistics management may spin out of control if 
warehouses are not handled strategically

3 High quality products may become future challenges if 
not introduced now

4 R&D may provide a competitive edge to competitors

5 Talented employees may leave ACL if not treated well

6 Economies of scale may be lost if present scale of 
operations is not increased immediately

7 Better technology of competitors may become an 
unmanageable challenge and result in loss of business

8 Unprofessional style of management may become a big 
hurdle for developing international joint ventures
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and moderate strategies for each objective, Tolani insisted that they  initially 
apply only moderate strategies. The Tolani brothers, J&A consultants, 
 functional heads, and a few brilliant executives formed a strategic planning 
team (SPT). The executives were selected by J&A in the course of leadership 
succession planning. Dilip Tolani’s son and niece were also involved in the 
exercise.

The SPT members decided to stay and meet in a hotel for 4 days to 
 conduct their brainstorming sessions and broadly determine the details 
of goals and strategies for the next 3 years. After this first exercise, the 
members were divided into groups responsible for the five growth areas 
( business expansion, cost management, operations management, employee 
development, and resource management).

Each growth area team included relevant functional representatives. 
The growth-area teams did a lot of homework on the first draft of the stra-
tegic plan and added some valuable ingredients. The entire SPT again met 
at an outside site for 3 days to finalize the strategic plan. Execution and 
impact routes were determined for all strategies. The exercise of  developing 
the strategic plan served as an excellent learning experience for new 
 managers and also for the senior Tolanis. J&A played its moderator role very 
effectively.

The strategic plan covering years 2013–14, 2014–15, and 2015–16 was 
prepared with a broad forecast of financial measurement of plan impact 
on performance during the first year. This broad financial forecast was 
a combination of two key financial statements—income statement and 
balance sheet. The strategic plan was converted into yearly financial 
and  performance budgets based on function, location, and/or product. 
This was obviously a  comprehensive exercise in budgeting and budgetary 
control.

 Tolani and his colleagues constructed the mission statement: 
Expand the  capacity to expand the market share, improve technol-
ogy and logistics to improve delivery, introduce R&D culture to achieve 
higher  quality  benchmarks, and develop strong and satisfied human 
resources.

The strategic plan covered all five performance areas. It also 
listed hurdles ACL could expect to face and included a cost–benefit 
 forecast, detailed plan execution schedules, and an exit route. The plan 
 spanning 3 years (April 1, 2013 to March 31, 2016) is summarized in 
Table 7.6.
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Measuring Financial Impact of Plan 
on Company Performance

ACL’s strategic plan spans 3 years (2013–2014, 2014–2015 and 2015–2016). 
The entire plan will have to be divided into three annual budgets (sets of 
 financial targets to be achieved during the year). We shall attempt to mea-
sure the financial impact of the strategic plan during the first year. The same 
methodology may be followed for subsequent years.

Financial measurement requires clear definitions of the major  performance 
and financial targets to be achieved within a year. Table 7.7 sets forth the 
targets derived from the strategic plan for the first year (2013–2014). Table 7.8 
shows a breakdown of operating costs. Table 7.9 details total sales perfor-
mance. Table 7.10 covers investments in fixed assets. Deferred revenue costs 
are shown in Table 7.11.

ACL’s budgeted financial statements for the first year of the strategic plan 
(2013–2014) are shown in Tables 7.12 and 7.13. Table 7.12 is an income state-
ment for the year 2013–14. Table 7.13 is a balance sheet as of March 31, 2014.

Table 7.7 First Year Strategic Plan Targets

Performance Area Target

Sales and Growth %

Increase in sales by appointing new distributors

Increase in sales through more exports to underdeveloped countries

Increase in sales through improved operational efficiency of 
distributors (2% annually starting in second half of year)

20

2

1

Incremental Operating Cost $ Million

Incremental Increases in Operating Costs:

Amortization of new R&D center cost

Flat discount of 2% to importers (2% of 2% on present turnover)

Amortization of new technology cost

Amortization of capital cost of warehouses

Cost of improvement in employee productivity

Cost of improvement in distributor efficiency

Cost of competence development

1.000

0.200

1.670

0.130

0.500

0.500

0.200

Total Incremental Increase in Operating Cost (a) 4.200

(Continued)
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Table 7.7 (Continued) First Year Strategic Plan Targets

Performance Area Target

Incremental Decreases in Operating Costs:

Annual cost saving on account of new technology

Cost saving on account of own warehouses

Total Incremental Decrease in Operating Cost (b)

Net Increase in Operating Cost (a) – (b)

2.000

1.000

3.000

1.200

Financial Cost $ Million

Merchant banker fees (to be written off over 5 years; $0.08 million ÷ 5)

Savings in interest cost

Net Decrease in Financial Cost

0.016

0.100

0.084

Funding Needs $ Million

Total capital expenditure to be incurred during next 3 years

Total equity (share capital + premium) to be raised based on 
approximate face value of $13 million plus premium of $67 million 
assuming moderate issue price of $60.25 per share ($10 face value plus 
$50.25 share premium)

73

80

Dividend Payout $ Million

Dividend at 20% (rate from previous year) on $73 million (old capital of 
$60 million + new capital of $13 million = $73 million total share capital)

14.6

Table 7.8 Budgeted Total Operating Cost ($ Millions)

Description

Grade A Grade B Total

V F V F V F Total

Previous year’s 
identifiable cost

Increase for:

Volume expansiona

Improvisation and other 
initiativesb

Inflation at 5%c

196.00

45.08

—

12.05

84.00

—

0.65

4.23

94.50

21.74

—

5.81

40.50

—

0.55

2.05

290.50

66.82

—

17.86

124.50

—

1.20

6.28

415.00

66.82

1.20

24.14

Total Identifiable Cost (a) 253.13 88.88 122.05 43.10 375.18 131.98 507.16
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Budgeted Performance and Result 
Indicators for the Year 2013–2014

 ◾ Operating profitability (PBIT/sales) = 14.04%.
 ◾ Identifiable profit/sales: Grade A = 20.56%; Grade B = 10.49%.
 ◾ Post-tax profitability (PAT/sales) = 9.78%.
 ◾ Investment turnover (sales/investment) = 3.51 times. Investment (exclud-
ing non-business investment) as of March 31, 2013 was used.

 ◾ Operating ROI (PBIT/investment) = 49.35%.
 ◾ Owners’ ROI (PAT/own fund) = 30.83%. Own fund = share capital + 
reserves.

 ◾ Dividend payout (dividend/PAT) = 24.29%.
 ◾ Earnings per share or EPS (PAT/number of shares) = $10.02. Face 
value of share = $10. Number of shares on March 31, 2011 = 
6 million.

Table 7.8 (Continued) Budgeted Total Operating Cost ($ Millions)

Description

Grade A Grade B Total

V F V F V F Total

Add common operating 
cost:

Previous year

Increase for:

Volume expansion

Inflation at 5%d

—

—

—

—

—

—

—

—

—

—

—

—

2.00

0.46

0.12

18.00

—

0.90

20.00

0.46

1.02

Total Common 
Operating Cost (b)

2.58 18.90 21.48

Total Operating Cost 
(a + b)

377.76 150.88 528.64

V= Variable. F = Fixed.
a Volume expansion (sales growth) is projected at 23% for 2013–2014; product-related 

variable cost has been increased by 23%.
b Cost of improvisation and other initiatives was allocated between Grades A and B in 

ratio of previous year volumes in million tons.
c Average inflation of 5% assumed for 2013–2014.
d Increase in identifiable cost due to inflation is calculated by adding 5% of increase 

due to volume expansion and increase due to improvisation and other initiatives. 
Same logic is applied to calculating increase in common operating cost due to 
inflation.
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 ◾ Price/earning ratio (market price of share/EPS) = $5.99.
 ◾ Growth in net worth (difference between own fund as of March 31, 
2013 and March 31, 2014/own fund as of March 31, 2013) = 64.37%. 
The substantial growth is based on retained profit and fresh equity 
raised. If we consider growth only from retained profit, it is 23.34% 
($45.52  million/$195 million).

 ◾ Identifiable operating profit per ton of cement: Grade 
A ($88.49  million/3.32 million tons) = $26.65; Grade B 
($19.35  million/2.83 million tons) = $6.84. Combined Grades A and B 
($107.84  million/6.15  million tons) = $17.54.

 ◾ Operating profit per ton of cement = $14.04.
 ◾ Sale price per ton: Grade A = $129.67; Grade B = $65.19.

Table 7.10 Investment in Fixed Assets for 2013–2014

Fixed Assets $ (millions)

Tangible

R&D center 5

Warehouses 4

Manufacturing facility 50

Intangible

New technology 10

Operational layout 1

Total fixed assets 70

Table 7.9 Total Sales Performance for 2013–2014 ($ millions)

Description Grade A Grade B Total

Previous year’s sales 350

(2.7 million tons)

150

(2.3 million tons)

500

(5 million tons)

Add: 23% growth 
expected

80.5

(0.62 million tons)

34.5

(0.53 million tons)

115

(1.15 million tons)

Total Sales, 2013–2014 430.5

(3.32 million tons)

184.5

(2.83 million tons)

615

(6.15 million tons)
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The above indicators must be compared against relevant  benchmarks 
to evaluate the relative performance of ACL. Examples of relevant 
benchmarks are:

 ◾ Average performance in industry
 ◾ Best performance in industry
 ◾ Performance of close competitor
 ◾ Targeted Performance of previous year
 ◾ Actual Performance of previous year

Table 7.12 Budgeted Income Statement for 2013–2014

Description Grade A Grade B Total ($ Millions)

Sales

Less identifiable operating cost

430.50

342.01

184.50

165.15

615.00

507.16

Identifiable operating profit

Less common operating cost

88.49

—

19.35

—

107.84

21.48

Operating profit (PBIT)

Less interest and merchant banking fees

—

—

—

—

86.36

0.47

Profit before tax (PBT)

Less tax at 30%

—

—

—

—

85.89

25.77

Profit after tax (PAT)

Less 20% dividend on share capital

—

—

—

—

60.12

14.60

Retained profit — — 45.52

Table 7.11 Investment in Deferred Revenue Cost for 2013–2014

Deferred Revenue Cost $ (millions)

Cost of improving employee productivity 0.50

Cost of improving operational efficiency of distributors 0.50

Cost of system improvisation 0.20

Cost of new accounting system 0.05

Total Deferred Revenue Cost 1.25
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Execution Route, Time and Resource 
Mapping, and Impact Route

Every strategy framed in a strategic plan should be supported by a clear 
and comprehensive execution route (Figure 7.1). The figure depicts a strat-
egy for introducing high quality products and the major milestones along 
the route.

As discussed earlier, an execution route is a valuable tool for estimating 
the time and resources required to achieve each milestone of the overall 
plan execution. It also facilitates the exercise of predicting and handling 
 hurdles and damages at each milestone. One or more alternate routes 
may be defined if the hurdles and damages along the initial route are 
unmanageable.

Time and resource mapping (Figure 7.2) is an adjunct to the execution 
route and helps plan time and cost requirements for execution. An impact 
route (Figure 7.3) is another tool described in Chapter 3. All three figures 
focus on the business growth and expansion strategy.

Table 7.13 Budgeted Balance Sheet as of March 31, 2014

Sources of Funds ($ Millions) Investment of Funds ($ Millions)

Share Capital 73.00 Fixed Assets 170.00

Old 60.00 Old 100.00

New 13.00 New 70.00

Reserves 247.52 Deferred 
revenue costa

1.25

Old 135.00

Share premium 
on new issue

67.00 Working capitalb 129.27

Retained profit 
for 2013–2014

45.52 External 
investment

25.00

Bank loan (9%) 5.00

Total 325.52 Total 325.52

a Deferred revenue cost is shown as quasi-asset until it is written off.
b Amount of working capital has been found as balancing figure.
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Decide a capital expenditure plan for the R & D center

Start building-up the R & D center with or without the help of any university.
Recruit a capable team to handle R & D leading to high quality product

development

Educate the old & new distributors, vendors and sales team about the new
product, once it is ready for commercial launch

Study the market (both domestic & foreign) for high quality products 

Prepare a detailed project or feasibility report about sales – costs – profit for next
five years

Launch it in small markets to know the feedback about quality, price and delivery

Work on the feedback critically & if necessary, correct the product – price –
delivery and again communicate to distributors, sales team and vendors

1

Produce the high quality product on large scale and sell in domestic & foreign markets

Get regular feedback about market through distributors

Work on new or better products at the R & D center to respond to the market
proactively 

2

3

6

4

5

10

9

8

7

Figure 7.1 Execution route.

Execution Sequence Time in Weeks  

Resource 1 7 82 3 4 5 6 9 10

Figure 7.2 Time and resource mapping.
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Benefit Impact Cost Impact

Knowledge of market for high
quality products Study may be costly and imperfect

R & D center should boost the
image of ACL

Major capital expenditure &
collaborator may dictate

Gaining new, big value customers
from domestic & foreign markets

Sustaining them with growing
expectations may be difficult & costly

Higher sales, better market share &
bigger brand equity

A few errors with quality, price &
delivery would prove very costly or

damaging

Higher profits leading to better
capacity of spending on R & D and

product promotion

Possible lower margins may put
pressure on the presently sold
grades & overall earnings may

decline further

High quality products should offer
better business to the distributors &

vendors, better incentives to the
employees & tax revenue to the

government, better usage of assets,
an overall quality consciousness

among all the stakeholders should
also improve and this should

position the company in an upper
league of market players

�e business of high quality
products would put extra pressure
on the organization and sustaining
such a demanding business would

be a big challenge for the
conservative promoters

Figure 7.3 Impact route.
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