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India- Protected Industry
60s and 70s
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India - Technology Liberalization
80s and 90s
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India — Financial / Economic Liberalization
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Globalization
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Global Scenario

WTO

Liberalisation
Vanishing Boundaries
Communication

Internet & Electronic
Media

Travel

Globalisation
Shrinking World

Contract Manufacturing,
Global Sourcing,

Third Country Trading

Business Process
Outsourcing

Emergence of MNCs

Investment in multiple countries
Blooming of Service Sector

Business Process Re-engineering and Acquisitions
and Mergers

Strategic Alliances &Partnerships



Indian Scenario
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Global Competitive Environment
Multilateral functioning

Elimination of
Licensing system

Liberalised imports

Reduction in custom
duties

Rationalisation of
Excise Duty
Structure.

Foreign investment

Customer Expectations dynamically changing

New Products, Crashed Delivery Timing,
Globally Competitive Value.



Business Dynamism

Customers

Business Associates

Stake Holders Organization

Competitors

Entropy



Growing Market Economy

The Upward Spiral

Stock market
rises, overall

With more money,
investors buy more
stocks and
consume more
goods and services

Investors
believe trend
will continue, so
value of stock
iNncreases

_= | Increased
Cf:‘“ F employment
means even more

i - consumers can

buy stufrf

In response to
increased demand, |
producers hire more
people and consume
more raw materials

Consumers Teel
confident in the
future of the
economy, so they
buy more stuff




Declining Market Economy

Consumers do not
feel confident
about the economy,
sO they buy less
stuff

In response to
decreased demand,
producers lay off
people and cecrease . -
consumption of raw - - : Unemploved
materials : ' workers have less
41 money o spend,
so demand
decreases Turther

Emplo d workers
Tear they will lose
their jobs,so0 they
spend less
money

Investors fear the
value of stocks will
decrease, so they are
less willing to invest in
new companies

Sfto'c.:k marke'}
a2alls, overa
The Downward

Spiral
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Greater
Competitive
Advantage

Own Expertise
&
Resources

!

Own Expertise
&
Resources




Creating Country Competitiveness

Industry Players

Joining Hands

To create greater value for global customers
By
Creating
COE - Auto Ind. — Engg. Testing, Testing Track, Crash Test Labs.
Service Groups = Metals ind.- Joint Shipping Co.
Technology support=> Engg. Solution, Design, Tooling Manufacturing
Pooling for Volume gain = Appliance Ind- Modular Design

Infrastructure Development - Mobile ind. — Towers.



High Value
&
Low Cost Country



Key Acumen for Supply Chain Management Professionals in Current Global Scenario
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Latest IMF projections for Asia

(real GDP, year—on—year percent change)

2008 2009 2010 2009 2010

Latest projections Fourth quarter!

Industrial Asia -0.2 -5.4 0 -2.4 -0.3
Japan -0.6 -6.2 0.5 -2.7 -0.6
Australia 245 | -1.4 0.6 -1.1 1.1
New Zealand 0.3 -2.0 0.5 -1.1 1.1
Emerging Asia 6.9 R 5.4 4.4 6.0
Newly Industrialized Economies 1.5 -5.6 0.8 -1.5 2.0
Hong Kong SAR Pl -4.5 LS -3.3 55
Korea D -4.0 IS 0.0 2.4
Singapore 1.1 -10.0 -0.1 -6.9 1.9
Taiwan Province of China 0.1 -7.5 0.0 -1.6 1.0
China 9.0 6.5 = 6.9 7.9
India 7.3 4.5 5.6 4.8 5.9
ASEAN-5 4.9 0.0 > A 1.2 S
Indonesia 6.1 Pl s 3.5 2.3 4.0
Malaysia 4.6 -3.5 1.3 -0.3 1 b5
Philippines 4.6 0.0 1.0 -2.1 3.4
Thailand 2.6 -3.0 1.0 1 [ 2.8
Vietnam B 52 e 4.0 2 o 4.3
Emerging Asia excl. China 4.8 e b =< 15 1.8 4.0
Emerging Asia excl. China and India xS B | -2.9 1.6 -0.2 2.6
Asia =i | 55 4.3 LT 4.5

Source: IMF WEO database.
"Change from fourth quarter of preceding year.





















Cost Drivers & Cost Behaviour

Learning :

« The cost of a value activity can decline over time
due to learning that increases its efficiency. The
mechanisms by which learning can lower cost over
time are numerous, and include such factors as
layout changes, improved scheduling, labour
efficiency Improvement, product design
modifications that facilitate manufacturing, vyield
Improvements, procedures that increase the
utilisation of assets, and better tailoring of raw
materials to the process.












Cost Drivers & Cost Behaviour

e Integration :

The level of vertical integration in a value activity may
Influence its cost. The cost of an order processing system
can be lower if the firm owns its own computer and software
Instead of contracting with a computer service bureau. A
firm must assess the potential benefits of integration for
each Important purchased Iinput in a value activity.
Conversely, it must examine those functions currently
performed internally to determine whether de-integration
would lower the cost of the activity without undermining the
firm’s strategy.




























Pitfalls in Cost Leadership Strategies

 Exclusive focus on the cost of manufacturing
activities : When one mentions “Cost” the immediate
focus goes on manufacturing cost. However, other
activities like marketing, sales, service, technology
development & infrastructure are generally overlooked.
These contribute to a significant proportion of costs.

e Ignoring Procurement : Many firms work diligently to
reduce labour costs but pay scant attention to
purchased inputs. Linkages between purchased inputs
and the cost of other value activities go unrecognised.



Pitfalls in Cost Leadership Strategies

 Overlooking Indirect or Small Activities : Cost reduction
programs usually concentrate on large cost activities and/or
direct activities. Indirect activities such as maintenance
and regulatory costs often escape attention altogether.

« False Perception of Cost Drivers Firms often
misdiagnose their cost drivers. For example, a firm with the
largest national market share and the lowest costs may
Incorrectly assume that national market share drives cost.
It may also concentrate its defensive strategies on national
competition and ignore the more significant threat posed by
strong regional competitors.



Pitfalls in Cost Leadership Strategies

e Failure to Exploit Linkages : Firms rarely recognise all
the linkages that affect cost, particularly linkages with
suppliers and linkages among activities such as quality
assurance, inspection and service. The ability to exploit
linkages underlies the success of many Japanese firms.

 Contradictory cost reduction : Firms often attempt to

reduce cost in ways that are contradictory. They locate
close to buyers to save freight costs but emphasise weight
reduction in new product development. Cost drivers
sometimes work in opposite directions, and a firm must
recognise the tradeoffs.






Pitfalls in Cost Leadership Strategies

 Undermining Differentiation : Cost reduction can
undermine differentiation if it eliminates a firm’s
sources of uniqueness to the buyer. Though doing so
may be strategically desirable, it should be the result of
a conscious choice. Cost reduction efforts should
concentrate most on activities that do not contribute to
a firm’s differentiation. A cost leader will improve
performance, moreover, it it differentiates in activities
wherever differentiation is not costly.












Working
Capital

Financial
Crises

Market Credit /
Receivables

Buying Power










