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INTERNAL ENVIRONMENT



QUESTION 1 (5 MARKS)
ABC Ltd. is a beverage manufacturing company. It chiefly manufactures soft drinks. The
products are priced on the lower side which has made the company a leader in the business.
Currently it is holding 35 percent market share. The R & D of company developed a formula for
manufacturing sugar free beverages. On successful trial and approval by the competent
authorities, company was granted to manufacture sugar free beverages. This company is the
pioneer to launch sugar free beverages which are sold at a relatively higher price. This new
product has been accepted widely by a class of customers. These products have proved
profitable for the company.

Identify the strategy employed by the company ABC Ltd. and mention what measures could be
adopted by the company to achieve the employed strategy.



ANSWER:

1. According to Porter, There are 3 generic Strategies that allow organizations to gain competitive advantage these are
cost leadership, differentiation, and focus.

2. ABC Ltd. has opted Differentiation Strategy.

3. The company has invested huge amount in R & D and developed a formula for manufacturing sugar free beverages
to give the customer value and quality. They are pioneer and serve specific customer needs that are not met by
other companies in the industry. The new product has been accepted by a class of customers. Differentiated and
unique sugar free beverages enable ABC Ltd. to charge relatively higher for its products hence making higher
profits and maintain its competitive position in the market.

4. Sugar free beverage of ABC Ltd. is being accepted widely by a class of customers. Differentiation strategy is
aimed at broad mass market and involves the creation of a product or service that is perceived by the customers
as unique. The uniqueness can be associated with product design, brand image, features, technology, and dealer
network or customer service.

Achieving Differentiation Strategy -
To achieve differentiation, following action plan is generally adopted by an organization:
i. Offer utility to the customers and match products with their tastes and preferences.
ii. Elevate/Improve performance of the product.
iii. Offer the high-quality product/service for buyer satisfaction.
iv. Rapid product innovation to keep up with dynamic environment.
v. Taking steps for enhancing brand image and brand value.
vi. Fixing product prices based on the unique features of product and buying capacity of the customer.



QUESTION 2 (5 MARKS)
Spacetek Pvt. Ltd. is an IT company. Although there is cut throat competition in the IT sector,
Spacetek deals with distinctive niche clients and is generating high efficiencies for serving such
niche market. Other rival firms are not attempting to specialize in the same target market.

Identify the strategy adopted by Spacetek Pvt. Ltd. and also explain the advantages and
disadvantages of that strategy



ANSWER:

1. Spacetek Pvt. Ltd. company has adopted Focus strategy which is one of the Michael Porter’s Generic
strategies.

2. Focus strategies are most effective when consumers have distinctive preferences or requirements and when
rival firms are not attempting to specialize in the same target segment. An organization using a focus
strategy may concentrate on a particular group of customers, geographic markets, or on particular product-
line segments in order to serve a well-defined but narrow market better than competitors who serve a
broader market.

Advantages of Focus Strategy -
1. Premium prices can be charged by the organizations for their focused product/services.
2. Due to the tremendous expertise about the goods and services that organizations following focus strategy

offer, rivals and new entrants may find it difficult to compete.

Disadvantages of Focus Strategy -
1. The firms lacking in distinctive competencies may not be able to pursue focus strategy.
2. Due to the limited demand of product/services, costs are high which can cause problems.
3. In the long run, the niche could disappear or be taken over by larger competitors by acquiring the same

distinctive competencies.



QUESTION 3 (5 MARKS)
Distinguish between Cost Leadership and Differentiation Strategies 



ANSWER:

1. Cost leadership emphasizes producing standardized products at a very low per-unit cost for consumers who
are price-sensitive. Differentiation is a strategy aimed at producing products and services considered unique
industry wide and directed at consumers who are relatively price-insensitive.

2. A primary reason for pursuing forward, backward, and horizontal integration strategies is to gain cost
leadership benefits. But cost leadership generally must be pursued in conjunction with differentiation.

3. Different strategies offer different degrees of differentiation. A differentiation strategy should be
pursued only after a careful study of buyers’ needs and preferences to determine the feasibility of
incorporating one or more differentiating features into a unique product. A successful differentiation
strategy allows a firm to charge a higher price for its product and to gain customer loyalty.



QUESTION 4 (5 MARKS)
Inspite of high commodity inflation, shortage of components and the threat of a third wave COVID-19
pandemic in India, manufactures of packaged goods, home appliances and consumer electronics are
expecting the business to grow by 12 to 25 percent in the coming months. After-one-and- a – half years
of disruption, manufactures are now confident about managing their inventories better, keeping their
supply channels well –stocked and preparing themselves to minimalize the impact of any COVID
related restrictions even as they grew up for the festive season, which usually accounts for 25 to 35
percent of their yearly basis.

The home appliances sector could be an example. After a dismal April – June quarter in the year 2021;
producers of air conditioners, refrigerator and washing machines are expecting their business to grow
by 15-20 percent in the months to come. All the companies operating in the sector have geared up to
grab the opportunities available in the market.

A leading company in the home appliances domain, XXP India, is planning to launch various
innovative product designs and offer loyalty programmes to lure consumers.

With reference to Michael Porter’s generic strategies, identify which strategy XXP India, has planned
for? Explain how this strategy will be advantageous to the company to remain profitable?



ANSWER:

1. According to Porter, There are 3 generic Strategies that allow organizations to gain competitive advantage
these are cost leadership, differentiation, and focus.

2. XXP India Ltd. has planned for Differentiation Strategy. The company is planning to launch various innovative
product designs and offer loyalty programmes to lure customers.

3. Differentiation strategy should be pursued only after a careful study of buyers’ needs and preferences to
determine the feasibility of incorporating one or more differentiating features into a unique product that
features the desired attributes. A successful differentiation strategy allows a firm to charge a higher price for
its product and to gain customer loyalty, because consumers may become strongly attached to the differentiated
features.

Advantages of Differentiation Strategy -
A differentiation strategy may help an organisation to remain profitable even with rivalry, new entrants, suppliers’
power, substitute products, and buyers’ power.
1. Rivalry - Brand loyalty acts as a safeguard against competitors. It means that customers will be less sensitive to

price increases, as long as the firm can satisfy the needs of its customers.
2. Buyers - They do not negotiate for price as they get special features, and they have fewer options in the market.
3. Suppliers - Because differentiators charge a premium price, they can afford to absorb higher costs of supplies as

the customers are willing to pay extra too.
4. Entrants - Innovative features are an expensive offer. So, new entrants generally avoid these features because it

is tough for them to provide the same product with special features at a comparable price.
5. Substitutes - Substitute products can’t replace differentiated products which have high brand value and enjoy

customer loyalty.



QUESTION 5 (5 MARKS)
A manufacturing company is in direct competition with fifteen companies at national
level. Head of marketing department of this company wishes to study the market
position of rival companies by grouping them into like positions.

Name the tool that may be used by him/her. Explain the procedure that may be used
to implement the techniques.



ANSWER:

1. A tool to identify the market positions of rival companies by grouping them into like positions is strategic group
mapping.

2. A strategic group consists of those rival firms which have similar competitive approaches and positions in the
market.

The procedure for constructing a strategic group map and deciding which firms belong in which strategic group
are as follows:

1. Identify the competitive characteristics that differentiate firms in the industry typical variables that are
price/quality range (high, medium, low); geographic coverage (local, regional, national, global); degree of vertical
integration (none, partial, full); product-line breadth (wide, narrow); use of distribution channels (one, some, all);
and degree of service offered (no-frills, limited, full).

2. Plot the firms on a two-variable map using pairs of these differentiating characteristics.

3. Assign firms that fall in about the same strategy space to the same strategic group.

4. Draw circles around each strategic group making the circles proportional to the size of the group's respective
share of total industry sales revenues.



QUESTION 6 (5 MARKS)
Core competencies provide edge to a business over its competitors. Discuss. Also, briefly state
the three areas in which major core competencies are identified.



ANSWER:

1. A core competence is a unique strength of an organization which may not be shared by others.

2. Core competencies are those capabilities that are critical to a business achieving competitive advantage.

3. In order to qualify as a core competence, the competency should differentiate the business from any other
similar businesses. An organization’s combination of technological and managerial know-how, wisdom and
experience are a complex set of capabilities and resources that can lead to a competitive advantage
compared to a competitor.

4. A core competency for a firm is whatever it does best

According to C.K. Prahalad and Gary Hamel, major core competencies are identified in following three areas:

Competitor Differentiation
▪ This means that a Firm can provide better products or services to the market with no fear that Competitors

can copy it.
▪ Even if many Firms have equal skills and resources, Core Competence is obtained by a Firm, if it is able to do

its activities significantly better than its rivals. The company has to keep on improving these skills in order
to sustain its competitive position

▪ Example - it is quite difficult to imitate patented innovation, like Tesla has been winning over competition in
electric vehicles.



Customer Value
▪ When purchasing a product or service it has to deliver a Fundamental Benefit to the end customer in order

to be a Core Competence. The product or service has to have real impact on the Customer as the reason to
choose to purchase them.

▪ If customer has chosen the company without this impact, then competence is not a core competence, and it
will not affect the company’s market position. The essence is that the consumer should value the
differentiation offered. Without it, the core competency does not make sense.

Application to Other Markets

▪ Core Competence must be applicable to the whole Entity. A Core Competence is a unique set of skills and
expertise, which will be used throughout the Entity to open up potential markets to be exploited.

▪ it cannot be only one particular skill or specified area of expertise. Therefore, although some special
capability would be essential or crucial for the success of business activity, it will not be considered as core
competence if it is not fundamental from the whole organization’s point of view
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