Field Study Report

Business Policy and Strategy

INTRODUCTION FIELD STUDY REPORT

In this report it is discussed in the scope of “Business Policy and Strategy (887)” what are the “Elements of Strategic Management”.  For preparation of this Field Study Report, in the first part theoretical part of the subject is written and then this topic is examined in a business organization.  For this purpose the organization namely “Worldcall Payphones Limited” selected which is mainly involved in emerging business of “Payphones” in Pakistan.

ELEMENTS OF STRATEGIC MANAGEMENT
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The above figure depicts the basic elements of strategic management.  At the corporate level, the strategic management process includes activities that range from environmental scanning to the evaluation of performance. Top management scans both the external environment for opportunities and threats, and the internal environment for strengths and weaknesses. The factors that are most important to the corporation's future are referred to as strategic factors and are summarized with the acronym S.W.O.T., standing for Strengths, Weaknesses, Opportunities, and Threats. Once these are identified, top management then evaluates the strategic factors and determines the corporate mission. The first step in the formulation of strategy, a statement of mission leads to a determination of corporate objectives, strategies, and policies. These strategies and policies are implemented through programs, budgets, and procedures. Finally performance is evaluated, and information is fed back into the system so that adequate control of organizational activities is ensured. 

The following Figure depicts the strategic management process as a continuous one. It is an expansion of the basic model presented in the above Figure:

[image: image2.jpg]FIGURE 1.2

Strategic Management Model

Environmental Scanning

External

Strategy Formulation

Strategy Implementation

4
Evaluation
and Control |

Societal
Environment

Task
Environment

Internal

Structure
Culture
Resources

Mission

[

Objectives

|+

Shrategies

| 3

Policies

[ 3

Programs

-

Budgets.

| ¥

Procedures

¥

Performance

Feedback





EXPANSION OF THE BASIC ELEMENTS OF STRATEGIC MANAGEMENT

In the following an expension of basic elements of strategic management is explored briefly so that every element can be understand in a fruitful manner:

ENVIRONMENTAL SCANNING: 

EXTERNAL

The external environment consists of variables (Opportunities and Threats) that are outside the organization and not typically within the short‑run control of top management. These variables form the context within which the corporation exists. The external environment has two parts: task environment and societal environment. The task environment includes those elements or groups that directly affect and are affected by an organization's major operations. Some of these are stockholders, governments, suppliers, local communities, competitors, customers, creditors, labour unions, special interest groups, and trade associations. The task environment of a corporation is often referred to as its industry. The societal environment includes more general forces‑ones that do not directly touch the short‑run activities of the organization but that can, and often do, influence its long run decisions. Such economic, socio-cultural, technological, and political‑legal forces are depicted in the following Figure:
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ENVIRONMENTAL SCANNING: INTERNAL

The internal environment of a corporation consists of variables (Strengths and Weaknesses) that are within the organization itself and are not usually within the short run control of top management.  These variables from the context in which work is done.  They include the corporation’s structure, culture, and resources.  The Corporate structure is the way a corporation is organized in terms of communication, authority, and workflow.  It is often referred to as the “chain of command” and is graphically described in an organization chart.  The corporation’s culture is that pattern of beliefs, expectations, and values shared by the corporation’s members.  In a firm norms typically emerge that define the acceptable behaviour of people from top management down to the operative employees.  Corporate resources are those assets that form the raw material for the production of an organization’s products or services.  These assets include people and managerial talent as well as financial assets, plant facilities, and the skills and abilities within functional areas.

STRATEGY FORMULATION

Strategy Formulation is the development of long-range plans for the effective management of environmental opportunities and threats, in light of corporate strengths and weaknesses.  It includes defining the corporate mission, specifying achievable objectives, developing strategies, and setting policy guidelines.

Mission

The corporate mission is the purpose or reason for the corporation's existence. A mission may be narrow or broad in scope. A narrow mission clearly limits the scope of the corporation's activities in terms of product or service offered, the technology used, and the market served. The problem with such a narrow statement of mission is that it might restrict the use of future opportunities for growth. A broad mission widens the scope of the corporation's activities to include many types of products or services, markets, and technologies. The problem with such a broad statement of mission is that it does not clearly identify which area the corporation wishes to emphasize and might confuse employees and customers. Other examples of narrow and broad missions follow:

	Narrow Scope
Broad Scope

	

	Railroads
Transportation

	Insurance
Financial services

	Typewriters
Office equipment

	Television
Telecommunications


A well‑conceived mission statement defines the fundamental, unique purpose that sets a business apart from other firms of its type and identifies the scope of the business's operations in terms of products offered and markets served. 

The concept of a corporate mission implies that throughout a corporation's many activities there should be a common thread or unifying theme and that those corporations with such a common thread are better able to direct and administer their many activities.  In acquiring new firms or in developing new products, such a corporation looks for "strategic fit," that is, the likelihood that new activities will mesh with present ones in such a way that the corporation's overall effectiveness and efficiency will be increased. A common thread may be common distribution channels or similar customers, warehousing economics or the mutual use of R&D, better use of managerial talent, or any of several possible synergistic effects. 

Objectives

The corporate mission determines the parameters of the specific objectives to be defined by top management. These objectives are listed as the end results of planned activity. They state what is to be accomplished by when and should be quantified if possible. (The term goal is often confused with objective. In contrast to an objective, a goal is an open‑ended statement of what one wishes to accomplish with no quantification of what is to be achieved and no time criteria for completion.

Some of the areas in which a corporation might establish its goals and objectives are:

· Profitability (net profits).

· Efficiency (low costs, etc.).

· Growth (increase in total assets, sales, etc.).

· Shareholder wealth (dividends plus stock price appreciation).

· Utilization of resources (ROE or ROI).

· Reputation.

· Contributions to employees (employment security, wages).

· Contributions to society (taxes paid, participation in charities).

· Market leadership (market share).

· Technological leadership (innovations, creativity).

· Survival (avoiding bankruptcy).

· Personal needs of top management (using the firm for personal purposes, such as providing jobs for relatives).

It is our clear intention to become a $10 billion company with 10% after‑tax profits by the mid‑1990s. That is our dream, that is our common vision, and that is what we are working toward.

It is likely, however, that some corporations have no formal objectives; rather, they have vague, verbal ones that are typically not ranked by priority. It is even more likely that such a corporation's specified; written objectives are not the "real" (personal and probably un-publishable) objectives of top management.

Strategies

A strategy of a corporation forms a comprehensive master plan stating how the corporation will achieve its mission and objectives. It maximizes competitive advantage and minimizes competitive disadvantage

Just as many firms have no formal objectives, many CEOs have un-stated, incremental, or intuitive strategies that have never been articulated or analysed. If pressured, these executives might state that they are following a certain strategy. This stated or "explicit" strategy is one with which few could quarrel, such as the development and acquisition of new product lines. Further investigation, however, might reveal the existence of a very different "implicit" strategy. For example, the prestige of a banker in one community is strictly a function of the bank's asset size. Top management, therefore, tends to choose strategies that will increase total bank assets rather than profits. An extremely profitable small bank is in the eyes of the community still just another unimportant small bank. Often the only way to spot the implicit strategies of a corporation is to look not at what top management says, but at what it does. Implicit strategies can be derived from corporation policies; programs approved (and disapproved), and authorized budgets. Programs and divisions favoured by budget increases and staffed by managers who are considered to be on the fast promotion track reveal where the corporation is putting its money and its energy.

Policies

Flowing from the strategy, policies provide broad guidance for decision making throughout the organization. Policies are thus broad guidelines that serve to link the formulation of strategy with its implementation. 

Corporate policies are broad guidelines for divisions to follow in compliance with corporate strategy. These policies are interpreted and implemented through each division's own objectives and strategies. Divisions may then develop their own policies that will be guidelines for their functional areas to follow. 

STRATEGY IMPLEMENTATION

Strategy implementation is the process by which strategies and policies are put into action through the development of programs, budgets, and procedures. This process might involve changes within the overall culture, structure, and/or management system of the entire organization. Except when such drastic corporate-wide changes are needed, however, the implementation of strategy is typically conducted by middle‑ and lower‑level managers with review by top management. Sometimes referred to as operational planning, strategy implementation often involves day‑today decisions in resource allocation.

Programs

A program is a statement of the activities or steps needed to accomplish a single‑use plan. It makes the strategy action‑oriented. It may involve restructuring the corporation or changing the company's internal culture concerning how people get things done. Implementation might also include a series of advertising and promotional programs to boost customer interest in the company's products or services. 

Budgets

A budget is a statement of a corporation's programs in rupee terms. Used in planning and control, it lists the detailed cost of each program. Many corporations demand a certain percentage return on investment, often called a "hurdle rate," before top management will approve a new program. This is done to ensure that the new program will significantly add to the corporation's profit performance, and thus build shareholder value. The budget thus not only serves as a detailed plan of the new strategy in action, it also specifies through pro‑forma financial statements the expected impact on the firm's future financial situation. 

Procedures

Sometimes termed Standard Operating Procedures (SOP), procedures are a system of sequential steps or techniques that describe in detail how a particular task or job is to be done. They typically detail the various activities that must be carried out for completion of the corporation's program

EVALUATION AND CONTROL

Evaluation and control is the process in which corporate activities and performance results are monitored so that actual performance can be compared with desired performance. Managers at all levels use the resulting information to take corrective action and resolve problems. Although evaluation and control is the final major element of strategic management, it also can pinpoint weaknesses in previously implemented strategic plans and thus stimulate the entire process to begin again.

For evaluation and control to be effective, managers must obtain clear, prompt, and unbiased feedback from the people below them in the corporation's hierarchy. The model indicates how feedback in the forms of performance data and activity reports runs through the entire management process. Using this feedback, managers compare what is actually happening with what was originally planned in the formulation stage.

To monitor and evaluate broad‑scale results, top management of large corporations typically uses periodic reports dealing with key performance indicators, such as return on investment, net profits, earnings per share, and net sales. From what these reports indicate, top management takes further action. For example, it might see a need to emphasize rewards for long‑term performance improvement and thereby alter the corporation's current incentive system. To help managers pinpoint those areas with performance problems, corporations are sometimes structured with profit centers, investment centers, expense centers, cost centers, and revenue centers.

Activities are much harder to monitor and evaluate than are performance results. Because of the many difficulties in deciding which activities to monitor and because of the bias inherent in evaluating job performance, some firms now manage by objectives. Management By Objectives (MBO) has been criticized, however, for ignoring many of the intermediate activities that can lead to the desired results. To counter this criticism, consulting firms have developed management "audits," which assess key organizational activities and provide in‑depth feedback to consultants and managers. Management audits complement standard measures of performance and help to complete the picture of the corporation's activities

INTRODUCTION - ORGANIZATION
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WorldCall Payphones Limited was incorporated in 1995 as a public limited company.  It started its commercial operations in August 1996. The company is engaged in the installation, operation and maintenance of a countrywide smart payphones network and provides local, nationwide and international dialling facilities to its customers.  The customer purchases the card first and uses it later.  Sometime the entire card is used at once while at others the card is used over time.

REGISTERED OFFICE

The Registered Office of the company is located in Lahore and its fifteen regional offices are located in:

· Lahore

· Karachi

· Rawalpindi

· Islamabad

· Gujranwala

· Faisalabad

· Multan

· Peshawar

· Sahiwal

· Hyderabad

· Quretta

· Sukkur

· D.I. Khan

· Jhelum

· Abbotabad

In addition the company has also established a number of area and satellite offices in smaller cities and towns to provide timely services at the doorsteps of company’s customers.

STUDY ACCORDING TO TOPIC

	
	STRENGTHS
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	· First Capital Securities Corporation Limited is the main sponsor of the company. FCSC is a leading investment and financial services company in Pakistan.  Its shareholders include Al-Faysal Investment Bank and a number of other domestic financial institutions.  FCSC holds 24% equity in First Capital ABN AMRO Equities Ltd. (a joint venture of ABN AMCRO Bank).
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	· Involved in other Telecom and IT projects:

· WorldCall Phonecards Limited

· WorldCall Dot Com (Pvt) Ltd.

· WorldCall Wireless Limited

· WorldCall Telecommunications Lanka (Pvt.) Limited



	
	· Operating experience 3 years and displayed growth in revenue: Profit after tax Rs. 53 million (99) and Rs. 8.2 million (98) in the background of depressed economic scenario.




WEAKNESSES

· There are ten payphone companies operating stand-alone and supervised payphone networks i.e. Telecard, Telips and Telecom, Supertel, etc.

· They have licence from PTA for initial period of 15 years which can be extended further, if company performs well.

OPPORTUNITIES

· Pakistan has huge untapped demand for telecommunication services, therefore, it will benefit maximum from the opportunity of available market.

· The lack of telecommunication infrastructure in Pakistan presents an attractive opportunity for payphone operation business (teledensity of 2 phones per 100 person) ( In other Asian countries 10 to 20 phones per 100 persons)

THREATS

· Natural calamities and other disturbances in the country.

· Imposition/enhancement of duties, taxes and other levies from time to time.

· Devaluation of the value of Pak Rupee.

· Regulatory instructions by PTA for un-favourable changes in call charges

· Competition amongst payphone operators.

· Vandalism.

STRATEGY FORMULATION
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	MISSION:
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	Objectives:

Become the profitability leader in the industry for each product line.




STRATEGY:

· To expand the coverage of its payphone network to include town and cities those do not contain adequate number of payphones to meet the local demand.

POLICIES:

· Plan to purchase and installed 8,000 payphones during this year – 30% stand-alone and 70% supervised.

· Meet the expenditure through public offering – increase in paid up capital:

STRATEGY IMPLEMENTATION

PROGRAMME

· Subscription list opened on March 27, 2000 in the following manner:

	No. of shares


	Present issue
	Total Rupees

	500,000
	Employees:

(Ordinary shares Rs.10/- plus Rs. 5/- premium)


	Rs.7,500,000

	9,500,000
	General Public:

(Ordinary shares Rs. 10/- plus Rs. 5/- premium)


	142,500,000

	10,000,000
	Total present issue
	150,000,000

	30,000,000
	Total previous capital
	365,000,000


Category of shares:

	500 shares
	Rs. 50 million

	2,500 shares
	Rs. 25 million

	5,000 shares
	Rs. 25 million


BUDGET:
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SCHEDULE OF IMPLEMENTATION

[image: image11.jpg]Month No. of units
& fo be

vear installed
March 2000 400
April 400
May 850
June 850
July 850
August 850
September 850
October 750
November 500
December 500
January 2001 500
Febiuary 500

Total 8,000




EVALUATION AND CONTROL

· Network management system – The Company has installed an integrated Network management System to remotely monitor and manage the operations.  This is on-line centralized software that has the capability to log the call traffic generated by each payphone, provides fault alarms and can enable or disable payphones.

· Developed dedicated and well-trained sales force and maintenance teams that are located throughout the network coverage area.

CONCLUSION

· The company is successful in Strategy Formulation and Strategy implementation as in the subscription they achieved fruitful results. (2.5 times higher in subscription).

“We bring, the world to you”
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