Systems Intellectual Private

Managing Operations and Managing Strategy

1. Introduction:
Systems Intellectual Private limited (SIPL) is a mid sized company that deals in machinery equipment, industry products and advanced design software. Our company manufactures wide range of industry products such hydraulics, power transmission equipment (various types of bearings), drive train, engines, gears, material distribution (loaders, fillers, cabinets, pallets, skids and so on), material storage (containers, tubes,) material handling (air filters, compressors, valves, regulators), crane as well as hoist accessories, lift accessories and mechanical actuators.

SIPL provides machinery parts to many small, medium and large sized industries. Company supplies its products mostly to marine industry, oil and gas sector, heat exchange, and construction industry. We employ over 15243 employees and have an annual turnover of $320 million. SIPL has an impressive record of accomplishment. It has managed to sustain its position in market despite the fierce competition from its contenders. Our company fulfills about 2% of present market requirement and we have hordes of clients, which have been working with us since SIPL's inception.

The success of Systems Intellectual Private limited is the outcome of challenging tasks handled by our company in its outlook as well as awareness. Since last 10 years, the machine manufacturing industry has become very competitive. Hence, our company is constantly increasing its market activity rate by launching new products.
2. Part I - Where Are We Now? Description Of Company's Competitive Landscape:
There are nearly 400 to 500 companies in the market and out of which, 25 of them are large enterprises. Moreover, many foreign ventures are pouring in the nation, thereby increasing pressure as well as challenge for us.

The company's competitive landscape includes contenders such as Unique Equipment Limited, Alta Movers and Prime Systems.

Our first competitor, Unique Equipment Limited, manufactures all sorts of machineries that we produce. However, it does not provide designing software. Their company supplies equipment chiefly to marine industry and hence, our company is facing stiff competition in the marine sector.

Unique Equipment Limited is amongst the largest machine manufacturers in the country. In the year 2007, the sale of its overall equipments was three times greater than its sale in the year 2006.

Our second competitor, Prime Systems Private Limited, is a Hong Kong based company. It produces around 50 machineries in its different manufacturing plants and the direct competition that Systems Intellectual Private Limited faces is in its material storage department.
2. a. Threats Faced By Our Company:
Our company management team has charted out three different sources of competitors, from whom we may face competition in future. They include:

Tough competitions from established manufacturers

Threats from new entrants

Challenges from substitute suppliers

Apart from this, there are two vertical competitions too, that include:

Bargaining power of the suppliers

Bargaining power of the buyers

The nature of competition presently faced by Systems Intellectual Private Limited is not so severe, as our company has strong hold in today's market. Still, the hyper competition is a threat to company, imposing a hurdle in achievement of estimated profits.
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Hyper competition occurs when companies bring out new technologies or products in the market (related to the field) that have entirely new standards as well as rules. Such products change the formulation or set new grounds, which are altogether different from the traditional products.

However, our company's R and D department has been and is developing new equipments and making modifications in the existing models, because of which, SIPL has been and is consistently launching new products. In addition, the present market too has huge demand for traditional products but the risk of losing it out to new entrants cannot be ignored further.
2. a. i. Direct Threats Faced By Our Company:
Established firms pose a threat:

SIPL faces direct competition from established firms. Since many years, these established firms are existent in market, dealing with manufacturing of industrial products and equipments. And in past few years, they have been expanding their base in regional areas where we have a strong foothold. A study made by our research department says that, these firms are nominating small distributors in the regional areas and are spending inexhaustible amount of money on marketing.

In the year 1999, the established firms' manufacturing equipments sale share was about 7% of the regional market. That level has risen to 15% in the year 2008. To the matter of fact, manufacturing industry is highly competitive and thus, we are expecting much tougher competition in coming days. Also, we are facing similar direct competition from traditional manufacturing units.

New entrants pose a threat:

Our other competitors include new entrants and rapidly developing companies that are using new technologies to establish their foothold. They comprise of software developing companies and suppliers. New entrants are attracted to this industry because of the prospective profit opportunities in the manufacturing field. Therefore, each year several new companies spring up, manufacture their products, and bring them in market. New entrants thus pose as one of the major threats in the growth of our business.
2. a. ii. Indirect Threats Faced By Our Company:
Substitutes pose a threat:

Substitute literally means a product that meets almost all the requirements of the original product. Every product manufactured contains a typical range of features, called marketing mix. And if there are more substitutes for any product or equipment, then the manufacturing industry becomes more and more competitive.

Challenge from substitute suppliers:

The substitute suppliers are a threat to our company SIPL, as they usually sell the substitutes at much lower price than the equipments that we manufacture. Several small workshops and foundry houses use less quality tools such as gears, bearings, component, tubes and storage devices to cut down their manufacturing cost. As a result, huge company like ours is not able to sell the quality products in the market.

And in last few years, the substitute power has increased to such an extend that the only way to maintain the foothold in our industry market is, by increasing awareness in the minds of public about the quality products, the way they are developed and brought in the market as per customer requirements.
2. a. iii. Buying power:
Buying power is defined as the monetary value, measured by considering the quantity as well as quality of the products or services. Any manufacturing company first analyzes the buying power of different sectors of customer market. The selling cost of the equipment has to match with the consumers' income. Buying power of different customers is different and SIPL manufactures the products as per the buying power of the customers.

For instance, we manufacture gears for big industries as well as small workshops, keeping in mind, their requirement and buying power. But, if due to some or the other reasons, the buying power does not match, then it is threat to our company's progress. Hence, lesser the rate of switching between the suppliers, the more efficient is the buying power.
2. b. The Nature And Character Of Dynamic Forces In Firm's Environment:
Product life cycle is one of the most important and dynamic forces of Systems Intellectual Private limited. Seeing in general terms, product life cycle stages for every manufacturing company have been discussed below.
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Product life cycle includes various stages:

Marketing Stage: At this stage, a company has to look after several crucial factors such as bear high product launch cost, manage low sales rate, face no or little competition, create demand of product in the market and encourage the industry customers to purchase the products.

Growth Stage: It comprises of overall management of several phases such product's economic scale phase, profitability phase - a stage when sales volume increases significantly, public awareness phase - a stage when there's rise in competition due to new players' arrival in the market, and maximizing the profit share phase.

Mature stage: At this stage, a company that has already established its name in the market incurs low marketing cost. The sales value of the product peaks up, if there is increase in the competitive offerings at this stage. Later on due to proliferation of the products, the price tends to drop down. Here, the profits start dropping as each manufacturer starts to differentiate from other competitors by making amendments in the product.

Decline stage or the stage of stability: In this stage, the cost of the product becomes less favorable, sales volume starts declining or it stabilizes at a value, profits start declining, and earning any profit on product becomes a challenging task.

Our company firmly believes that, the sale of the machinery equipment or product is affected by the time taken to sell it within its lifecycle.

As described above, the life cycle of a product has several phases. It involves many disciplines, requires lot of talent, procedures, resources and tools for management of sales. SIPL feels that below listed entities (giving the toughest competition) are of crucial consideration and need to be tactfully handled throughout products life cycle:
Products have fixed life
The sale of products passes through numerous stages and each stage is challenging enough, full of opportunities as well as problems.

The profits may rise or fall at various stages of the product life cycle.

Every product needs different type of marketing, manufacturing, buying, monetary and HR strategies in every single stage of the product life cycle.
2. c. What Are The Driving Forces?
Driving forces is the key concept towards strategic thinking. The quality of the products often determines the success rate of the organization. However, any manufacturing company always has to study the market scenario and requirement, and then only manufacture the products. This is also applicable, when a company plans to expand its business in other geographical areas.

Finally, the end product manufactured, has to be area or requirement specific. In addition, SIPL suggests looking for different ways to fulfill the current requirement. Companies have to always look for different and new emerging machinery concepts to meet the present requirements of various market segments.
· The driving forces comprise of:

· Products (equipments made)

· Market requirement

· Technology

· Manufacturing capability

· Sales method

· Nature of distribution

· Size or growth

· Return or profitYou can get expert help with your essays right now. Find out more...
3. Part II - Company's Current Operations And Business Strategy:

3. a. Our Company's Strategy Is Related With:
· Overall purpose as well as scope.

· Apprehending value to the shareholders investment.

· Resolving the portfolio issues.

· Formulating plans for other subunits of our company and controlling them.

· Charting the financial approach.

· Our company has a Unique Business Strategy that looks after:

· Competitive strategy

· Rising market opportunities

· Formulating new products and services

· Allocation of the resources between its different units

· Looking after the structure of the units

· Whereas Operational Strategies are related with:

· Integrating the resources, people, talent pool and processes.

· Implementing the strategy.

· The Strategic Decision Making Process Of The Company Includes:

· Evaluating the present performance outcome in terms of profit on investment, returns, and the present strategic position of company.

· Reviewing of the corporate governance that includes going over the performance of company's directors and top level management.

· Scanning the peripheral environment to trace strategic factors that pose opportunities or threats.

· Scanning the in-house corporate environment to decide what are strengths as well as the weaknesses of the organization.

· Analyzing the strategic factors, also called as SWOT.

· Produce, evaluate and choose the best substitute strategy after analyzing step 5.

· Next step is to implement the chosen strategies through programs, procedures as well as budget.

· Evaluation of the implemented strategies through feedback systems and controlling the activities to ascertain their minimal divergence from the plan
In Systems Intellectual Private Limited, panel of influential individuals develop all the strategies. Their focus lies mainly on the opportunities. Secondly, the problems are minutely reviewed and strategies are led by the founder's vision, which in turn are exemplified by sheer and great decisions.
3. b. Vision:
The vision of Systems Intellectual Private Limited is to provide best machinery and industry equipments as well as services to customers and while doing so, develop itself into a vital and emergent company.
3. c. Mission:
Our vision leads us to the core mission of becoming the best employer for the employees and provides the excellent products as well as services to targeted customers located world wide. We wish to gain recognition from customers through our services and quality engineering products. SIPL concentrates on activities required and desired by customers. We always strive to become technologically advanced in every area of mechanical engineering, be it parts design, assembling equipments, fabrication, design software, manufacturing parts and so on.
3. d. Functional Strategies:

3. d. i. Marketing and Sales:
Every organization at present day is facing similar challenges on how to build sustainable and enduring growth. Since last few years, most manufacturing firms are making decent profits from several operational movements. Nevertheless, they are still not able to establish themselves dominantly in the market and make extremely huge profits, thus many firms are under pressure to enhance their earnings.

Our company uses a unique marketing and sales strategy of infusing the customer insights in our business. Our market research department focuses on the requirements of the customers and market, so that we can offer value added solutions to prime strategic queries. We conduct surveys on a routine basis and obtain customer's insight.
3. d. ii. Operations:
Our company's current operations include manufacturing a high capacity boiler for reputed engineering firm, providing manufacturing parts to new power plant unit project and modifying the existing range of equipments.

Our operations strategy includes giving prime importance to the customers. We give immense value to the customers and think that profit and market share will follow automatically. We use following formula to perceive customer value:

Perceived customer value is equal to total benefits (profits) divided by total costs. If total benefits surmount total costs, then it means customers value the products as well as services.

SIPL collaborates with our channel partners, call centers, third parties and sales force, and develop campaigns to promote the products. We add value to the customers by adopting following strategies:
· Making the products easily available to the consumers.

· Provide fast customer support service.

· Provide more information regarding the products.

· Customizing the products according to their requirement.
3. d. iii. Information Systems:
It includes following strategies:

Employees' connectivity as well as productivity:
· Networking of employees in the firm.

· Work on the project by interacting with each other.

· Follow sun management system - passing the completed project to other team.
Sales as well as inventory management:
· Developing the customer databases.

· Make instant sale reports and create immediate records of inventory.
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Tracking goods:
· Using power software we store full addresses, labels and print labels of customers and goods.

· We also track the progress of the shipment to ensure quick and efficient delivery of the equipments.
3. d. iv. Research and Development:
We have our own R and D team, which formulates and improvises the products. The R and D team consists of highly skilled individuals, which decide the budget of the product.
3. d. v. HR Strategies:
Talent acquirement:

- Recruit employees by conducting the interviews in-house or hire an external agency and entrusting the job of recruiting efficient candidates to them.
· Employ skilled workers, as it eliminates the need to train them.

· Provide high salaries, benefits and incentives to hold the employees.
Work assignments:
· Offer individual jobs as well as team jobs (project work).

· Provide positions that require autonomy, good judgment and delimited jobs.

· Working in-house and giving the options of working from own office or home (for design related jobs).
Enthusiasm as well as appraisal:
· Providing rewards for good performances.

· Assessing the development and rewarding the capable.

· Offering incentives for giving out new ideas and for consistency.
3. d. vi. Accounting and Finance:
Our company believes that functional strategies have to support the entire business strategies, and be consistent and steady. Important strategies to be implemented as suggested by our company are:
· Consider the capital structure.

· Think of short term, medium term and long term planning techniques.Evaluate budget systems.
· Stress more on leasing and purchasing.

· Analyze different capital investments as well as system.

· Study credit strategies.
Formulate the liquidity strategies.
4. Part III - Results From The Current Operations And Business Strategy:
Systems Intellectual Private Limited has displayed substantial financial performance in spite of descend in the global manufacturing industry. Our sales turnover of $346.5 crores as well as net profit of $41.59 crores (our research department made the study) are the testimony to the fact that, we are performing well in domestic sector. Our report states that the company has performed well and has stable position in the market.

The increase in customers is propelled due to demand for gears, boilers and other manufacturing equipments in the domestic market.

In the year 2007, our company had incurred a loss of $3.43 crores in one of its established unit. We have adjusted the loss amount and the above stated figures are excluding the loss.
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4. a. The Keys Issues Confronting The Company Are:
· Competitions at the domestic as well as international level.

· Issue of substitutes.

· Whether to merge the foreign units with other units to make the overseas position stronger.

· Issue of new entrants.
4. b. Downfall In The Global Market Is Affecting The Company's Overseas Projects:
The rise in raw materials cost, increased labor cost, and tough competition in the international sector, has started affecting the company's overseas market. As the cost of raw materials has increased, the company is thinking over to hike the prices of its engineering equipments at an extent of 20% to 35%, following the drifts in global prices of raw materials. Our company wishes to remain inline along the international prices.

We have found that many small workshops and firms are manufacturing low quality equipments. These firms are imitating the quality equipments and reproducing them as their own products. Such products are selling well in the regional areas, where customers are not capable of differentiating between low cost and quality products. Some customers buy such equipments due to low price structure, which in turn is hampering the sales rate of our company.

As discussed earlier, SIPL is not susceptible to substitution problem, as it has been manufacturing different new products according to the requirement of different customers.

Every unit of Systems Intellectual Private Limited is doing well in the domestic arena. However, international market seems to be stagnant and hence, company is looking to implement different strategies to accelerate the growth.

Until date, our company has received overwhelming response to new equipments that we have launched. The credit goes to our failure preventive team. After thorough research, the team concluded that the products fail, only when they cannot meet the requirements of the customers. With increasing technology and need to deliver quick results, most industry customers want high end quality products.

Here are few steps, which we take to ensure that products being manufactured work well and meet the customers' requirements:
· Failure detection phase includes:

· Procedural checks

· Machine analytical checks

· Telephonic surveys

· Feedback cards

· Failure analysis methods include:

· Liability of the product

· Accident investigation

· Analyzing the complaint

· Serious incident scrutiny

· Failure mode and its affect analysis

· Fault tree analysis
4. c. Trends Over Time:
A recent study report presented to us by the financial report analyzing companies depicts the following financial ratios (Short term - Liquidity ratios) for the year 2005, 2006 and 2007.

The working capital of any company is calculated by subtracting the total current liabilities from the total current assets.

The working capital of the Systems Intellectual was $213 Mln.

Current ratio of the company is equal to total present assets divided by total current liabilities, which is equal to 1.0015.

The quick ratio has also improved over the time and is equal to 0.71:1.

The leveraging ratios of the year 2006 and 2007 are 0.48 and 0.51 respectively.

It shows there is debt asst amalgam in the business. It is calculated by dividing total liabilities by total assets. The total debt of the company, which was little (over 40%) in the year 2001, has decreased to 38% in the year 2007.

Interest earned is equal to operating income divided by interest expense, which gives 29.33 for the year 2007. In the year 2006, the same ratio was 18.51. It shows the company is growing at fast pace and meeting the interest obligation using its own income.
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4. d. SWOT Analysis:
Strengths:
Our company has more than twenty years of experience in the manufacturing the engineering equipments and supplying it to individuals and different businesses. We have a full-fledged research department where several teams work on modifying the existing models as well as create new models. SIPL also provides designing software to the designing firms. We are giving tough competition to our fellow competitors and have established a prominent position in the market.

Systems Intellectual Private Limited has also heavily invested in the IT systems. It provides a powerful industrial structural design, which has the potential to pioneer in field of mechanical engineering.
Weaknesses:
The only weakness of our company is that, it cannot adapt itself to the sudden changes in the global market. This enforces us to pay immediate attention to the situations of our overseas units. Apart from this, our company management requires continually looking into matter, wherein substitute firms imitate our company products.
Opportunities:
Systems Intellectual Private Limited main opportunity is to make use of cooperative strategies to develop values for the customer, which would outdo the cost of tracing values in different ways and establish positive status relative to the market competition.

In one of our alliance with Crown Private Limited, the firm transports $2.5 million of equipments. The company earns immense profits due to such alliance.

Apart from this, its second alliance is with the Professionals firm. Our company supplies all fluid mechanics and heat transfer equipments to professionals firm, who produce energy that is delivered to residential as well as industrial sectors.
Threats:
Our main competitor in the business line is Unique Equipment Limited, Alta Movers and Prime Systems that compete with each other in numerous product categories. These companies indulge in fierce battle to dominate the domestic market. Altho, such competitive actions and aggressive reactions are beneficial in building or shielding the company's viable advantages and enhance its performance in the market, the presence of cutthroat competition is at times unfavorable for the growth of the company.

Systems Intellectual Private Limited has strong customer base in the domestic market but the rising cost of the raw materials and down fall of manufacturing industry in the global market has tremendously affected our company's foreign units and oversea market. If our company fails to find a solution to this problem, then it may severely affect our net income.

Therefore, company management and founder are involved in finding solutions to these problems. For instance, one way is to adopt Blue Ocean strategy, wherein demand is created in the market place by locating it in different arena of the field, which profitable as well as untainted by fierce competition.

That points towards finding an unexplored sector in the industry, which can make use of manufacturing equipments, to harness growth quickly.
5. Part IV - Recommended Changes To The Company's Current Operational And Business Strategy:
As company is currently facing down fall in profit in its overseas units, the management has to take decision of increasing the cost of its equipments. It will help the company to stay in the market at par with its competitors. In addition, company may opt to collaborate or join hands with some other firms. This way, both the firms can work together to greater heights in the market. The firms will equally share the purchasing share of the raw materials.

Next thing is that company needs to market its products effectively in the overseas as well as domestic market. Adopt new marketing strategies and promote the products through different mediums. Marketing defines the success of the products. The age-old methods of marketing do not give fruitful results. Recruiting skilled and efficient marketing managers and executives will be beneficial for company's prospects.

Systems Intellectual Private Limited will continue dominate the regional areas in manufacturing industry. A recent study shows that the cost of the raw materials will continue to rise in next few months and will stabilize thereafter. Our company will then benefit from the bettered realizations.

The valuation of our company will enhance in upcoming years by about 25%. There will be rise in domestic demand, due to emergence of new power plants in the next few years. Besides that, SIPL needs to initiate their marketing in effort to acquire new projects. In addition, there will be huge rise in the power transmission equipments.

The thing to boast of Systems Intellectual Private Limited is that, it continued to perform well in spite of downfall in manufacturing industry. Thus, our company was able to raise successfully the prices of engineering equipments in the domestic market.

