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About the Book

Purpose

The purpose of this handbook is to appraise non finance managers and entrepreneurs, with respect to the problems generally faced by start-up / growing organizations and provide insights towards building a successful enterprise. The book tries to bring out the dynamics amongst the five critical aspects of any business viz., vision, organizing, staffing, controllership and Managing change.

Approach

The approach is unique and radical in nature as it attempts to address various pain points through alternative analysis and recommend solutions. The handbook highlights certain standard paradigms that are prevalent within many organizations and their impact on the overall performance. In the process the remedial measure to prevent/mitigate the problems are recommended. 

About the authors
S.Krishnakumar is an Associate member of the Institute of Chartered Accountants of India which is the premier institution governing the profession of accountancy in India. His total industry experience spans over 15 years which includes extensive financial and management audit experience. He has served as finance controller and business support manager with leading Fortune 500 companies for over 9 years; He has good insights and understanding of international taxation, business development initiatives, strategic planning and human resource management.
Lekha Krishnakumar is a Fellow member of the Institute of Chartered Accountants of India. Her total industry experience spans over 15 years which includes, over 11 years of experience in financial and management audits, company formation, statutory compliance and taxation. She has served as Commercial manager in MNCs responsible for financial planning, project control and customer interface. She has an excellent academic record with state level accolades in economics and accounts, and merit in the foundation course of Institute of Chartered Accountants of India; currently, she has conducted workshops on accounting and management word-wide and gives regular presentations at the Southern India Regional council of the ICAI.
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Chapter 1 - Introduction
H

ow many times would you have passed a chemist shop in your neighborhood without noticing? Do you remember giving your car for servicing before noticing a glitch in the machine? Do you remember when you got a master health check done? When was the last time you spent quality time with your loved ones?

Unless a need or problem (let’s call it an event) has a crippling effect, we do not focus sufficient efforts in trying to comprehend the consequences or repercussions related to them.
Symptom is a feedback that something is not right and needs attention. But the human mind, which has accumulated hordes of paradigms over years, always tries to:
· Wish away negative or critical feedback; 

· Associate scant importance;
· Look the other way; 

· Suggest and believe it to be untrue.
How do we distinguish between events that could have a crippling effect from another which we could live with?
Arriving at a subjective conclusion for this question is no better than playing Russian roulette. 

Conclusion should be based on analytics and results obtained from:
· Periodic appraisal through an expert (even if there aren’t any compelling symptoms)
· Feedback (from customers, suppliers and employees)

· Robust information system

Success would depend on how one reacts to the results. A positive approach than a defensive approach would ensure success. Example for positive approach could be:
· Objectively accept feedback and work on them;
· Avoid resistance to change;
· Before looking at external causes Pause! Think! The problem maybe within you. Correct it;
· Realize that the only person who can solve your problem is YOU. Others can only advice or guide.

In this book we try to familiarize you with some critical aspects of practical business management and some useful tools and methodology to enhance effectiveness. This book is designed mainly as a reference book as it outlines the critical areas of management briefly highlighting the key issues.
Whether management is an art or a science has been debated over centuries without any clear outcome. 
The basic components of management are a combination of both art and science and would include:
· Vision
· Strategic planning
· Organizing
· Staffing
· Controlling

· Managing changes

By the time you finish reading this book, you would:
· Understand the synergies among the above functions.  
· Realize that all of them require equal attention, as an imbalance could slowly but surely sabotage the business.
· How each activity could influence the ultimate measure of successful business and that is profitability.

Chapter 2 - What is the significance of “VISION”?
The term vision has a very wide meaning and at times it is very vague. In common parlance vision is understood as seeing the future. The term is also used to describe things few people perceive while others don’t. It is an art of conceptualizing from the abstract. Vision is futuristic. Majority of human beings have a vision, a dream or desire. But how many of them are actually realized? Envisioning indeed is an art more than the science. For the purpose of our discussion let us divide vision into two parts 

1. Broad Vision

2. Specific vision

Broad vision is something that most humans have. Let’s take a few examples.

1. The desire of man to fly is a vision;
2. Having machines that could make our lives easy is a vision;
3. Making commuting a safe and pleasant experience is a vision;
4. To bring people closer through efficient communication system is a vision;
5. I want to be rich and popular is a vision that most of us have;
6. The desire to find alternative sources of energy and fuel still continues to be a vision;
7. Man’s quest to explore new worlds is a vision.
We could go on and on. There is a fine line that separates a fantasy from a realistic vision. 

Therefore it is very important to evaluate alternatives, test the hypothesis on which visions are based and make corrections to make them realistic and achievable. This is what we call specific vision.
In our examples above:

1. To develop a machine would be the best means to fly rather than try to develop wings. Therefore, the research by the Wright brothers led them to focus on a realistic approach to realize the dream of flight, which is a marvel that made the globe small.

2. Charles Babbage came up with the first ever computing machine. Then the next focus was to improve its features. Then improve its speed. Make it more compact while increasing the storage space. Make it affordable and so on.

3. Recently Tata has researched and come up with the most affordable car.

4. Reliance and Bharti have made the dream of communication reach every nook and corner.

Therefore, it is very important for the manager in us to ask ourselves the following questions:
· Have I defined my vision?

· How do I realize my vision?

· What are my strengths and weaknesses? Have I provided for someone to complement my weakness?

· What is the dependence in realizing it?

· Am I aware if the risks associated with the endeavor? Do I have a back up plan?

· Do I have a clear set of long term and short term goals?

Therefore, in conclusion 

· It is important to have a vision;
· There should be clarity and conviction with respect to visions;
· The vision should be realistic and achievable;
· Alternatives should be assessed clearly and objectively.
We have suggested a template in Annexure-1 that you could use to evaluate alternatives before making a decision.
Chapter 3 – How do we make “Strategic Plans”?
Once the vision is established the next step is to have a clear strategic plan. It is very common to confuse between strategic and operational plans. Strategic plans are broad and are similar to architectural design of a building. They form the basis for realizing the vision.

Strategic plan would involve creating a clear business case that covers the following aspects thoroughly.

1. Business Opportunity

Describe the problem or opportunity. Why must we invest in this business proposal?
· State clearly where we are now and where we want to be.

· Describe the market trend.

· The market share controlled by key players in the market.

· The untapped market potential in percentage and actual terms.

· Describe the proposed product/services/solution that would be offered.
· State the assumptions and basis to support the assumptions.

2. Objective

State if initiative is meant:
· To diversify into additional portfolios

· To adjust pricing scheme to generate more revenue / margins while maintaining competitive edge 

· To strengthen product positioning and brand awareness  

· To diversify into new distribution channels

3. Strategic rationale 

Describe the alternatives considered to address this opportunity. Recommend the best alternative. Briefly give supporting reasons to substantiate your recommendation.
4. The Proposed offering

· Describe the new product/ new methodology/new features.

· How is it different from the existing product/methodology?

5. Strategic intent

· How does this proposal align with the overall strategy and goals?

· What would be the future benefits both in quantitative and qualitative terms?

· What is the main goal sought to be achieved through this program?

· What is the proposed value add to the customer? 

· Describe the risks / and or loss of revenue opportunity if the investment is not made.

6. Scope and Approach 

· Whether you have prior experience in the proposed  product/ services

· What is your competitive edge over other key players in the market? (Unique selling proposition- USP)

· What would be the pricing strategy?

· Whether internal competence exists or is it planned partners?
· What would be the contract strategy if it is proposed to be done along with partners?

7. Milestones

Include activities from inception to rollout. An example is given below:
	Activity
	Responsibility
	Planned Start date
	Planned end date
	Planned Cost USD

	Feasibility Study
	John
	22nd Dec 2007
	15th Jan 08
	10,000

	Regulatory clearance
	Rob
	16th Jan 08
	31st Jan 08
	  4,250

	Recruitment of staff
	Steve
	16th Jan 08
	15th Feb 08
	  3,500


8. Influencing factors 

Factors influencing the product or solution need to be categorized into the following:

Market: an example would be the maturity of the market.

Economic: The economy of the country, the strength of the currency, the affordability of the target customers, expected regulatory and tax obligations.

Political: This would include the political stability in the country/state and the influence it could have on the proposed selling model.

List out how each factor could influence your current thinking.

9. Risks

Cost of risk mitigation must be included in the finances. Mention the amount of built in costs for risk buffers.
A template which could be useful for calculating risk percentage is given below:
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10. Legal and Regulatory: 

Find out if any regulatory clearance is required. This should be clearly stated. Also state other compliance requirements that may be required in connection with the strategy planned.
11. Economic Feasibility:
This is the most important criterion in any planning. Complete Economic Feasibility analysis (Cost benefits analysis), including break even points and overall profitability and cash-flows have to be made to arrive at a clear decision. If possible a techno-economic feasibility study can be conducted with the help of experts.
This chapter has briefly enumerated the steps involved in strategic planning. Without a clear strategic plan it is impossible to move ahead.
Chapter 4 - How important is “ORGANIZING”?
After deciding a realistic vision and chalking out a convincing strategic plan, the next stage is to get organized. Being organized is a personal trait for some people and can also be termed a great virtue.  Organization is structuring thoughts and action plans in a methodical manner and a logical sequence. 
Vision is abstract and it is this virtue of organization that gives a shape and direction towards realizing objectives. Most of the perils of business failure arise out of disorganized approach. Being organized gives clarity of approach towards end products.

How do I know if I am disorganized?

The typical trade mark statements (on a regular basis) of a disorganized individual would be like
“I have no spare time” or 
“I return late from work” or
“I have lot of pending work” or

“I know I have it but need to search”

“Most often we slip delivery schedules due to work pressure”

Another important trait is failure to meet commitments, lapse of memory and concentration.

If you have any of the above symptoms then you are disorganized. The degree might vary but the ailment is definitely present.

Always remember, if you cannot practice an art, you can never train others in them. In fact, you wouldn’t even notice a flaw. 

Therefore, being organized is a character and a discipline which cannot be taught in a class room. It comes through years of practice and patience.
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For a business or a project to be successful, one has to define a clear organization structure with clear roles and responsibilities and a work breakup structure.
You are the architect of your vision, so you should understand the importance of each function and the interrelationship and synergies with other functions.

Other wise, you cannot communicate and correct anomalies. 
It is not correct for an engineer to blame a brick layer for building a wall in the wrong place because he is a task performer. He could be held responsible for the quality of walls he makes.
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The next step in organizing is to develop a clear workflow diagram for various internal and external transactions of the company. 
This helps in the following ways:

· Maintaining an audit trail;
· Recording and tracking transactions concerning their activities by the relevant groups and departments;
· Mapping inter relationship between various functions;
· Associating importance to functions and departments;
· Creating a back-up record for transactions;
· Assisting in controlling;
· Bringing standardization and avoiding ambiguity and laxity;
· Saving a lot of time and efforts.
Once again it is important to reiterate that every individual has strengths and limitations. So, even if you are unable to optimize an organized approach, there should be some one within your team who could be made responsible for the same. Invest in this virtue now, to get sustained monetary benefits for years.

Chapter 5 - How do we effectively manage “STAFFING”?
Without the right workforce no amount of organization can salvage the ship from wrecking. Even the best laid plans can end in a disaster if the right human resources with skills are not employed. 
Listed below are a few ground rules for building the right team with right balance:

· Define the right size for your team (should not be over or under staffed)
· Increase in head count need not necessarily mean healthy growth

· Ensure right individual for the right job

· Clearly define roles and responsibilities

· Define an unambiguous reporting structure

· Delegate sufficient authority to individuals to discharge their duties effectively

· Do not compromise on performance quality

· Do not cut corners with remuneration and compromise with less capable individuals

· Clearly define key result areas for each individual and measure performance periodically
· Create a clear career plan while keeping in mind the individual’s dreams and aspirations

· Reward consistent good performance, creativity and initiative

· Rate employee performance and have a staff dialogue at least once a year to build strong manager- subordinate relationship within the team

· Do not carry under performing workers within the team

· Have a clearly defined Human resource policy that would be applicable uniformly across the company

· Develop an appropriate employee grade structure and bring objective measure in handing out increments and promotions

· Make sure the communication channels across the organization simple and unbiased

· Make sure that all employees are oriented with management’s philosophy, business policies, internal procedures and processes

· Document key policies and procedures and make it accessible to all team members for reference at any point in time

· Understand that the motivations are different for different individuals and apply appropriate incentives
· While building a team, try as far as possible, to implement it top-down rather than the other way round
These would help you build a good Human Resources structure in your organization.

Chapter 6 - Why do we need “CONTROLS”?
Controllership is often given minimal focus by business managers. It is deemed to be an administrative function and overlooked as a non-contributor to business, an unwanted overhead, and just a formality.

But, it is the most critical function for implementation of the vision. All efforts to achieve the set goal would come to naught in the absence of an effective control system in place.

If business were to be a Ferrari with tremendous power and speed, controlling is the steering wheel that ensures there is no deviation from the track and direction. This is the way to success.
Wanton running and speed will take you nowhere. 

How much control has to be exercised is again an art and has to be judiciously planned. Excessive controls could be a deterrent to business. A more lenient approach would take a collision course.

Let us now briefly enumerate a few misconceptions and areas where a business manager has to concentrate and exercise judicious controls.
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“My Turnover is increasing, so I must be doing great business.”
 Caution: Increase in turnover can also be achieved by selling large volumes, at a price below cost and adding more manpower (overheads) to achieve it. You decide if this is profitable business.

· The primary objective of business is earning profits. 

· A growth in turnover need not mean the business is profitable.

· Performance should be measured based on the quality of earnings and debts. 
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“If my Profit and Loss (P&L) account shows profits why should I do product or project costing?”
Caution:  P&L recognizes revenues on accrual basis and not receipt basis. This means your profit as per P&L may still have unrealized profits.

· It is important to track cash profits and liquidity position of the business.
· Overheads and taxes are real cash outflows as against credit turnovers that have an element of doubt with respect to realization.

· Costing ensures that all costs (direct and indirect) pertaining to a project or product are identified.
· Delay in collecting debts has an impact on the profitability as there is an impact of interest on borrowed funds for the time for the period of delay.
· Choose the most appropriate costing methodology for your business.
· Develop and document a clear Business policy.
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“Why should I incur cost to ensure quality?”
Caution: Quality is an intangible asset which ensures long term benefits. Do not try to measure it with the current cash outflows.
· High quality is a very essential ingredient for realizing long term visions.
· The term quality is not restricted to quality of output generated by your business activity. It includes processes, customers, suppliers and employees. 

· Set quality standards and service level agreements with all related parties.
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“I have a liquidity crisis very often”
Caution: Business has to create wealth for all parties associated with it. You are, maybe, just hanging around with the help of borrowed funds.

· Monitor your liquidity ratios;
· Evaluate Quality of debts and debtors;
· Revisit your business strategies;
· Do not evade taking bold decisions;
· Develop strict measures for continuing business with defaulting customers and suppliers.
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“Why do I need quality, management and financial audits?”
Caution: Audits raise timely alerts on discrepancies that need immediate attention.
· Audit gives an independent opinion on the areas under scrutiny.
· You need not engage external auditors for internal audits. It can be carried out by competent internal staff members.
· It is in your best interest not to influence the audit finding and reports.
· Objectively evaluate the critiquing that emerges from this exercise.
· Do not assume a defensive approach towards the findings.
· Audits ensure continual improvements to process, quality and ultimately enhance profitability.
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“How do I know if I currently have a problem?”
Given in Annexure-2 is a model general health check questionnaire for evaluation. You could develop similar questionnaires that would be most meaningful for your organization.  
Chapter 7 - How to “MANAGE CHANGE”?
In today’s dynamic environment, managing change is the most challenging task. As business managers, you have to demonstrate adaptability to change.
It is said that, “It is not the Strongest or the Bravest, but it is those who are most adaptable to change, that survive in the long-run”. 
The very act of bringing improvement in the working environment, involves change in attitude.

In the global market, increased competition brings about innovation thereby rendering current methodologies obsolete.

So in this kind of environment how do we compete and succeed?

There are four golden rules to ride through this:
1. Constantly update yourself of transformations in outlook;
2. Do not resist change, else you will be left behind;
3. Continually keep improving methodologies to keep pace with the market;
4. Invest in innovation if you wish to be a market leader.
Always bear in mind the following while coping with change:

· Do not procrastinate. At the same time avoid panic.
· Perform a risk analysis between changing and maintaining status quo.
· Perform a SWOT analysis (Strength, Weakness, Opportunities, Threats).
· Develop a clear strategy with mitigation plans.
· Develop flexibility with respect to business models.
· Assess financial impact due to change (Cost benefits analysis).
· Develop a system for recording your experiences and lessons learnt.
Author Alan Larson in his book titled - “De-mystifying Six Sigma”, has enumerated five components of change management and how their mix could affect the results. See next page for the component mix chart.
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Chapter 8 – Conclusion
In this session, you have learnt that:
· The basic aspects of management are a combination of art as well as science and include vision, organizing, staffing, controlling, and managing changes.

· There are important facts and synergies among the basic aspects of management.
· Each activity could influence the overall success of a business entity.
Now, try and answer the following few question to test whether you understood the concepts detailed in this book.

A. Having a desire to fly is an example of:
a. Broad Vision

b. Specific Vision

c. Strategic Plan

d. Risk

B. Match the following:
	Column A
	Column B

	1. Business opportunity
	a. Strengthens the product positioning and brand awareness

	2. Objective
	b. Describes the proposed product, services, or solution that will be offered

	3. Strategic rationale
	c. Identifies the future benefits in both the quantitative and qualitative terms

	4. Strategic intent
	d. Provides supportive reasons to substantiate a recommendation


C. Which of the following aspects are part of the business case that is created by strategic plans?

a) Proposed offering

b) Milestones

c) Controllership

d) Scope and approach
D. Match the following:

	Column A
	Column B

	1. Staffing
	a. Developing a clear workflow diagram.

	2. Organizing
	b. Defining an unambiguous reporting structure.

	3. Managing Changes
	c. Managing frequent liquidity crisis.

	4. Controlling
	d. Performing a SWOT analysis.


*(Answers in Annexure-3)
Annexure-1

	Issues
	Hypotheses
	Analyses
	Specific Steps
	Sources of Information
	Responsibilities
	End Products
	Deadline

	Unresolved, yes or no  question
	State what you think the answer is, and the reason why you think so.  

	Statement of what you will do in order to prove or disprove hypothesis
	Breaks the analysis into specific work steps that can be assigned to team members
	Location or  means of obtaining data required
	Identifies person(s) who will obtain data and complete analysis
	Conclusions and recommendations which will be made based on the analysis
	Date by which work to be completed


Annexure- 2

Model organization health check-up

A. Top line (Turnover) is growing but the Earnings before interest and taxes are constant or shrinking.

A. No



B. Yes



C. Can’t say

B. Employees are putting over time at the office.

A. Sometimes


B. Never



C. Always

C. The financials (including branch reconciliations) are ready for audit

A. On any given day



B. Need 5-7 working days to prepare



C. Can’t say

D. Details of a particular order, status of completion and invoices are available

A. readily

B. after 2 days 


C. not sure

E. Can guarantee compliance with statutes and regulations.

A. Yes



B. No



C. Can’t say

F. The average debt collection period is

A. 30-45 days


B. More than 45 days

C. Can’t say

G. Statistics on project or product cost and pricing is available for

A. All 
 

B. Some 


C. None

H. Annual budgets are made and revised

A. Quarterly



B. Half-yearly


C. Never

I. Employees attend relevant training or workshop at least

A. 10-15 days a year


B. 5 days a year


C. Do not attend any programs

J. Process efficiency and adequacy audits are undertaken

A. Once every quarter



B. Once every six months


C. Never

K. Internal audit is carried out

A. Every month


B. Every quarter

C. Never

L. Physical verification of  stock  in trade if any is done

A. Every day



B. Every month


C. Can’t say

M. Physical verification of assets is done 

A. Once every year


B. Once every three years


C. Can’t say

N. Organization charts with clearly defined authority and responsibilities are circulated within the organization

A. Periodically

B. Occasionally

C. Can’t say

O. Do your managers have sufficient authority to take decisions and discharge their functions effectively?

A. Yes

B.  No

C. Can’t say

P.  You are satisfied with the performance of  

A. Most employees

B. Some employees

C. Few employees

Scoring: 

Give yourself

0 for option
“A”

1 for option
“B”

2 for option
“C”

Analysis:

Your score-

· (0-7): Your organization is healthy. You are in control of your business. Your processes are satisfactory. There could be a few areas which are being overlooked and require attention.
· (8-16): Your organization is showing symptoms of incapability to cope with growth, dynamism and changes in environment. You need to strengthen your processes and overall quality of human and other resources. The underlying causes and remedies need to be analyzed.
· (Above 16): Your organization is showing signs of disintegration and lack of focus. If immediate attention is not given to processes, financial health and human and other resources, it would be difficult to survive in the long-run. 

Annexure-3
Answers:
Question A: a

Question B: 1-b; 2-a; 3-d; 4-c
Question C: a, b & d
Question D: 1-b; 2-a; 3-d; 4-c
Other titles by the same authors
· Managing beyond numbers - Assessing the Human resource management strengths
· Adapting to the environment - Challenges in managing change
· Guidance for creating Corporate Governance manual
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