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INTRODUCTION TO THE COURSE
Stage: Foundation 1
Subject Title: F1.4 Business Management, Ethics and Entrepreneurship

Aim of the course

The aim of this subject is to ensure that students have an understanding of key principles and
concepts in business management and also a full understanding of the importance of business and
professional ethics in their conduct and actions. They should also be aware of the skills required
to be a successful entrepreneur and the importance and techniques of effective communication.

Business Management, Ethics and Entrepreneurship as an Integral Part of the Syllabus
The principles and concepts learnt in this subject are relevant to students throughout their
professional accounting studies.

Although there are connections with many subjects throughout the syllabus, knowledge gained
from this subject will also be particularly relevant in the further study of Auditing, Audit Practice
and Assurance Services, Financial Accounting, Introduction to Law, Management Accounting and
Strategy and Leadership. There is a connection between communications subjects and the
Information Systems paper.

Learning Outcomes
On successful completion of this subject students should be able to show:

An understanding of the core Business functions of Management
An understanding of how these functions affect the running of a modern business.
An understanding of the attributes of an effective entrepreneur.

An understanding of the key concepts and fundamental principles of Ethics and the practical
application of them in the context of business and commercial activities.

Demonstrate an understanding of general layout of a business plan for the enterprise.
Practice the requirements and principles of sound corporate governance.

Enhanced communication skills, verbal and written, that allow candidates to disseminate
information and messages clearly to a range of audiences.

Syllabus:
1. Foundations of Business Management

The nature of management and its role in business

Common business analysis techniques such as SWOT and PEST

Evolution of Management Theory

The challenges that arise in the contemporary business environment and its dynamic nature

2. Management

The fundamental principles and theories on which business management is based
The contributions of management within a modern business organization

The challenges involved in effective business management

Functions of Management

The role of Human Resource management within the organization and the associated challenges
that may arise

10
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3. Marketing

* The role of marketing and sales within the organization

* The importance of customer relations, market research and marketing communications

* The use of the internet in marketing
* Marketing ethics
* The different elements of the marketing mix and the role of services marketing

4, Governance and Change Management

* The main elements of governance that apply to both large and small companies
* Implementing change
* Power and organizational politics.

5. Ethics and Conflict of interest in Business

» Ethics: meaning, theories of ethics, ethics principles.
» Confidentiality

* Professional judgment

* Morality, ethics and values.

* The concepts and principles of the ICPAR Code of Ethics and the IFAC Code of Ethics.

Disciplinary procedures of ICPAR and the consequences of a breach of the regulations.
The ethical obligations upon a person dealing with financial information, products and services.

* The ethical obligations of company directors.

» The ethical obligations of auditors.

» Corporate social responsibility

+ Conflict of interest and market manipulation

* Insider dealing, whistles blowing and conflict resolution mechanism.

6. Entrepreneurship and self-employment

» The definition of entrepreneurs and entrepreneurship

+ Factors to be reviewed when considering self-employment
*  The economic importance of self-employment

» Entrepreneurship and innovation

* Entrepreneurial characteristics

* The role and challenges of an entrepreneur

7. Entrepreneurial opportunities

» Generation and sources of business ideas

* Business incubation

* Qualities of a good business opportunity

* Assessing and selecting a suitable market

*  Matching skills and resources to changing technology

» The protection of business ideas and business security issues
* Networking

CPA EXAMINATION F1.4 Business management, ethics &
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8. Enterprise development

Factors and trends that influence the growth of business enterprises.

Business life cycles, stages and challenges faced by an entrepreneur at each stage.
Strategies for managing growth and transition.

Factors for success at each stage of development.

Business amalgamations for example mergers, acquisitions, franchise take-overs, integrations.
Statutory policies on enterprise development.

Milestones in Enterprise development

Entrepreneurial awareness and motivation

Procedures involved in starting a business

Sources of business finance, for example micro-finance

Legal forms of business ownership

Legal aspects in business: licenses, labor laws, health and safety rules
Business contracts and tendering procedures

Business amalgamations for example mergers, acquisitions, franchise, take- overs,
integrations

Motivational theories of entrepreneurship
Incentives for aspiring entrepreneurs

10. Business plan development

The definition and importance of a business plan
The components of a business plan

Potential risks and mitigation measures
Business Work plan

11. Current issues in entrepreneurship

Taxation, trade exhibitions, e-commerce, globalization, outsourcing
Entrepreneurship Education & Training
Social Entrepreneurship (NFP- Not for Profit)

12.Essential communication skills

Communication processes and barriers

Channels of communication

Types of verbal and non-verbal communication

The importance of listening skills, critical thinking and problem solving

13. Business communication

Meetings and interviews

Business correspondences: letters, memaos, circulars

Report writing, types, structure and uses of reports

Postal and courier services

Presentations: planning, organizing/delivering business presentations

12
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14. Technology and communication

e Telephone, fax

*  Email

* Internet

» Electronic postal services and money transfers
+ Other modern communication technologies

15. Emerging trends in communication

» Diversity in physical infrastructure & Higher Speed broadband networks
* Network Management Technologies e.g. E-Security

+ Web based services and the emerging “social web” — social networking sites (SNS), Mobile
Web, Internet TV, Cloud Computing, Virtual Identities, Semantic Web.
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SECTION 1:
INTRODUCTION TO MANAGEMENT
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Study Unit 1

Foundations of Business Management

Contents

> W N

The nature of management and its role in business

Management as a science, art or profession

Levels of management and managerial skills
Common business analysis techniques such as SWOT and PEST

The challenges that arise in the contemporary business environment and
its dynamic nature

CPA EXAMINATION F1.4 Business management, ethics & 15
STUDY MANUAL entrepreneurship



THE NATURE OF MANAGEMENT AND ITS ROLE IN BUSINESS

MANAGEMENT - DEFINITION

Management - Definitions of key concepts

Management is the process of using organizational resources to achieve the organization’s
goals in effective and efficiency manner by Planning, Organizing, Leading, and Controlling
Managers: are the people responsible for supervising the use of an organization’s resources to
meet its goals.

Effectiveness: A measure of the appropriateness of the goals chosen (are these the right
goals?), and the degree to which they are achieved. Organizations are more effective when
managers choose the correct goals and then achieve them.

Efficiency: A measure of how well resources are used to achieve a goal. Usually, managers
must try to minimize the input of resources to attain the same goal.

Productivity: is a measure of how efficiently a process runs and how effectively it uses

resources.

Characteristics of management

Leadership

In order to be an effective manager, you need to be able to lead your employees in an efficient
manner. A lot of responsibility comes with being a manager, and being able to lead a team is
required.

Experience

If you don’t have experience working in a professional environment and leading a team, it will
be hard to step up as a manager. A great way to gain experience in a management role is to
volunteer, either within your field or with a nonprofit. Ask to help manage and produce events,
whether it’s raising money for an organization or organizing an event.

Communication

Being able to communicate with your team is required when being an effective manager. This not
only means communicating job responsibilities and expectations, it means listening to your team
and working with them to produce results within their position.

Knowledge

Experience as a manager is a must but so is knowledge. There are many different degrees offered
for managers, including a bachelor’s degree in business or a master’s degree in leadership or
project management. You can also get a certificate in project management, entrepreneurship,
ethics, or human resource management.

Organization

If you aren’t organized in your position, there’s a good chance that the employees you manage
won’t be either. There are many resources online that can inspire you to get organized. You can
also buy a personal planner or download an app on your phone that can remind you of meetings,
tasks you need to complete every day, etc.

Time Management

Another key factor in being a successful manager is time management. If you're late every day,
your employees might think it's acceptable to also be late. Time management is also important
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when it comes to prioritizing your day, making sure you have time to communicate with your
employees, and accomplishing goals throughout the week.

Reliability

A manager that is leading a team has to be reliable. This means being available for your
employees, getting things done that you said you would, and supporting your team however
needed.

Delegation

If you don’t know how to delegate projects and tasks, your role as a manager will be a lot more
difficult. Don’t be afraid to ask your employees to help complete a task. You might think it's easier
to do everything yourself, but this will add more time to your already busy schedule, and you
won’t be allowing your employees to do what they were hired to do.

Confidence

To be an effective manager, you need to be confident in your abilities, experience, and decisions.
This doesn’t mean you have to be arrogant or feel that you're better than your employees. But
you're in a management role for a reason, so be proud and be an inspiration to your team.

Respect for Employees

If you don’t respect your employees, there will definitely be tension in your workplace. Be
cognizant of their time and abilities, be able to listen and communicate with them, and be a
resource of knowledge and guidance.

Role of management

Mintzberg (1973) suggested that rather than looking at the functions of managers, we should
instead look atthe roles they perform. Mintzberg identified ten roles that all managers perform
and grouped these roles into three categories as shown in Figure 1.1.

Roles
Role
Cateqgorv

7 J

Figurehead
Interpersonal Role Figurehead

Interpersonal Role Leader
Leader

Liaison
Liaison

The monitor
Information Role Monitor

Disseminator
Disseminator

Information Role

Spokesman
Spokesperson
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Entrepreneur
Decisional Role Entrepreneur

Disturbance handler
Decisional Role Disturbance Handler

Allocator
Resource Allocator

Negotiator
Negotiator

Figure 1.1: The role of management

Interpersonal Role

A key aspect of a manager’s job involves interacting with other people. In the role of
figurehead, the manager represents the organization by performing ceremonial and symbolic
activities. In the role of leader a manager will attempt to motivate, communicate with and influence
people. As a liaison a manager develops relations with groups both inside and outside the
organization. These groups could include customers, trade unions and government departments.

Information Role

Information is a very important resource of any organization. The monitor role refers to the
acquiring of information from internal and external resources. The disseminator role refers to
the transmitting of information to those who require it. As a spokesman a manager conveys
information to groups outside the organization such as the media.

Decisional Role

The entrepreneur role involves the manger seeking out new ways to deal with problems and
find opportunities for the organization. The disturbance handler role involves resolving
conflicts between individuals and teams. In the resource allocator role the manager must make
decisions on how to allocate resources such as money, people, materials and time, to best
achieve the objectives of the organization. In the negotiator role a manager will negotiate with
various interest groups such as customers, suppliers and other managers.

The objectives of the management

1. Optimum utilization of resources:

The most important objectives of the management are to use various resources of the enterprise
in a most economical way.

The proper use of men, materials, machines, and money will help a business to earn sufficient
profits to satisfy various interests i.e. proprietor, customers, employees and others. All these
interests will be served well only when physical resources of the business are properly utilised.

2. Growth and development of business:

By proper planning, organization and direction etc., management leads a business to growth
and development on sound footing. It helps in profitable expansion of the business. It provides a
sense of security among the employers and employees.

3. Better quality goods:
The aim of the sound management has always been to produce the better quality products at
minimum cost. Thus, it tries to remove all types of wastages in the business.
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4. Ensuring regular supply of goods:

Another objective of management is to ensure the regular supply of goods to the people. It
checks the artificial scarcity of goods in the market. Hence, it keeps the prices of goods within
permissible limits.

5. Discipline and morale:

The management maintains the discipline and boosts the morale of the individuals by applying
the principles of decentralisation and delegation of authority. It motivates the employees through
monetary and nonmonetary incentives. It helps in creating and maintaining better work culture.

6. Mobilizing best talent:

The employment of experts in various fields will help in enhancing the efficiency of various factors
of production. There should be a proper environment which should encourage good persons
to join the enterprise. The better pay scales, proper amenities, future growth potentialities will
attract more people in joining a concern.

7. Promotion of research and development:

Management undertakes the research and development to take lead over its competitors
and meet the uncertainties of the future. Thus, it provides the benefits of latest research and
technology to the society.

8. Minimize the element of risk:

Management involves the function of forecasting. Though the exact future can never be predicted
yet on the basis of previous experience and existing circumstances, management can minimise
the element of risk. Management always keeps its ears and eyes to the changing circumstances.

9. Improving performance:

Management should aim at improving the performance of each and every factor of production.
The environment should be so congenial that workers are able to contribute their maximum to
the enterprise. The fixing of objectives of various factors of production will help them in improving
their performance.

Management as a science or an art

Management as a science
Management is Science because of several reasons like —

» It has universally accepted principles,
* It has cause and effect relationship etc,

Management as an art.
It is an art because it requires perfection through practice, practical knowledge, creativity,
personal skills etc.

Management as a profession

A profession may be defined as an occupation that requires specialized knowledge and intensive
academic preparations to which entry is regulated by a representative body. The essentials of a
profession are:

e Specialized Knowledge - A profession must have a systematic body of knowledge that can
be used for development of professionals. Every professional must make deliberate efforts to
acquire expertise in the principles and techniques. Similarly a manager must have devotion and
involvement to acquire expertise in the science of management.
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Formal Education & Training - There are no. of institutes and universities to impart education
& training for a profession. No one can practice a profession without going through a prescribed
course. Many institutes of management have been set up for imparting education and training.
For example, a CA cannot audit the A/C’s unless he has acquired a degree or diploma for the
same but no minimum qualifications and a course of study has been prescribed for managers
by law. For example, MBA may be preferred but not necessary.

Social Obligations - Profession is a source of livelihood but professionals are primarily
motivated by the desire to serve the society. Their actions are influenced by social norms and
values. Similarly a manager is responsible not only to its owners but also to the society and
therefore he is expected to provide quality goods at reasonable prices to the society.

Code of Conduct - Members of a profession have to abide by a code of conduct which contains
certain rules and regulations, norms of honesty, integrity and special ethics. A code of conduct
is enforced by a representative association to ensure self-discipline among its members. Any
member violating the code of conduct can be punished and his membership can be withdrawn.
The AIMA has prescribed a code of conduct for managers but it has no right to take legal action
against any manager who violates it.

Representative Association - For the regulation of profession, existence of a representative
body is a must. For example, an institute of Charted Accountants of India establishes and
administers standards of competence for the auditors but the AIMA however does not have any
statuary powers to regulate the activities of managers.

Management is the process

Management is the process of achieving organizational objectives by working with and through
others in an ever-changing environment.

Fayol (1916) wrote that all managers perform five main management functions:

Planning: Planning is an activity which involves making decision about ends.
Organising: This is concerned with dividing and coordinating tasks.
Commanding: This refers to the importance of leadership in organizations.

Controlling: Controlling involves measuring actual performance against agreed standards and
taking corrective action if necessary.

Co-ordinating: This involves ensuring that all activities and groups are brought together to
achieve the overall objectives.

Today these functions have been condensed down to the following four:

own-=

Planning
Organising
Leading
Controlling
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1. Planning

Planning is concerned with where the organization wants to be in the future and how it is
going to get there. The planning function includes defining an organization’s goals, establishing
an overall strategy for achieving those goals and developing a hierarchy of plans to co-ordinate all
activities. Planning can be long term or short term and takes place at all levels in the organization.

2. Organizing

Organizing generally follows planning and it refers to deciding on an organizational structure,
staffing it adequately and making sure the organization is running efficiently. Managers develop
a framework of necessary tasks and available resources called an organizational structure.
This structure sets out the groupings of staff organization. In simple terms organizing includes
determining how tasks are to be done, who is to do them, how the tasks are to be grouped, who
reports to whom and where decisions are to be made.

3. Leading

Leadership involves motivating employees to achieve organizational goals. Leading entails
creating a vision, communicating that vision and goals, and influencing others to achieve
high levels of performance. It also involves directing the activities of others and resolving conflicts
among employees.

4. Controlling

Activities within an organization don’t always go as smoothly as planned. Controlling involves
monitoring employee activities to determine whether or not they are achieving targets. It
involves comparing actual performance against predetermined goals and taking corrective action
if necessary.

Levels of management and managerial skills

Levels of management
The following are the three main levels of management:

1. Senior Management
2. Middle Management
3. Front Line Management

1. Senior Management

Senior management are concerned with strategic issues such as the mission and direction they
will take into the future. They must make and implement strategic decisions and communicate
these decisions to relevant parties such as the shareholders and customers.

Senior managers include the Chairperson, Chief Executive, Directors and members of the
Board.

2. Middle Management

Middle management operates at a tactical level, translating strategic direction and
organizational goals into tangible achievable objectives for their division. Middle
management acts as a link between the strategic level and the operational levels. Examples of
middle managers include Plant and Operations managers.

3. Front Line Management
This level of management, which is also referred to as “Supervisory Management” and
“Operations Management”, is responsible for directly managing and supervising employees
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involved in the day-to-day operations of the organization. Front line managers operate
between middle management and the operational personnel.

Team Leaders

In the traditional management hierarchy there are three levels of management as shown in Figure
1.2. In these traditional structures the line managers are responsible for the performance of
non-managerial employees and have the authority to hire and fire workers, make job assignments
and control resources. Williams, C. (2007) identifies a fourth kind of manager — the team leader.
This new kind of management job has developed as companies have shifted to self-managed
teams. Team leaders are responsible for facilitating team performance. Team leaders help their
team members plan and schedule work, learn to solve problems and work effectively with each
other. Team leaders act as a bridge between their own teams and other teams. Team leaders are
also responsible for internal team relationships.

Senior Strategic Level
Mamagement \

Tactical Level
Middle -
Mamagement

Operation Level

Front Line -
Mamagement

Figure 1.2 Three levels of management
Planning Horizon
A key task of managers at all levels is planning. However, the planning timeframe is different for
each level. Senior managers plan for the long term, between 3-5 years. Middle managers focus
on a mid-term timeframe, normally for up to three years. Front-line managers plan for the short
term normally in term of weeks and months.

Horizontal levels of Management

The three levels of management discussed above are called vertical levels. Different types of
management also occur horizontally across the organization. Functional departments such as
marketing, operations, finance and human resources have their own functional managers who
are responsible for activities within their department. The various management functions are
discussed in Section 3 of this course manual.

Management skills
A manager should possess a range of skills in order to be successful. The skills required can be
grouped into three categories (Katz, R. 1973):

e Technical Skills
Human Skills
»  Conceptual Skills
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Technical Skills

Technical skills relate to the performance of specific tasks. It relates to expertise in specific
organizational functions such as finance, operations etc. Technical skills could also include
specialised knowledge and competencies with particular tools and techniques.

Technical skills are more important at lower levels of management.

Human Skills

Human skills are often referred to as interpersonal skills and include the ability to work with other
people and work effectively in group situations. Human skills are concerned with a manager’s
ability to motivate, lead, communicate and resolve conflict. Human skills are important at all
levels of management.

Conceptual Skills

Conceptual skills refer to the ability to think strategically, to take a long-term, broad view of the
organization in its entirety and the relationship between each part.

Managers at all levels in the organization require conceptual skills but they are of greater
importance at the senior levels.

In addition to these three categories of skills managers must be effective in a range of other skills
such as verbal and written skills.

Effective Managers

According to research by John Kotter (1999), Effective Managers spend significant time
establishing personal agendas and goals; both short and long-term. Effective managers spend
a great deal of time building an interpersonal network composed of people at virtually all levels
of the organization. Managers use their networks to execute personal agendas and accomplish
their own goals.

To be an effective manager a person must have the necessary skills required to manage.
Characteristics of Effective Managers

Bateman and Zeithamal (1993) proposed the following three characteristics of effective managers
or leaders:

* Active Leadership
* Ability to Motivate Others
»  Opportunity of High Performance

Active Leadership
Active leaders are those who take a hands-on role. They make an active contribution to the team
effort.

Ability to Motivate Others

Effective managers are able to motivate others to achieve the organization’s goals. They
communicate to workers the importance of these goals and the performance required to achieve
the goals.

Provide Opportunity of High Performance

To be able to achieve a high level of performance; managers must have autonomy and control
over their area of work. Having control over resource and decision-making is crucial to the
effectiveness of managers.
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Mistakes managers make

Another way to understand what it takes to be a manager is to look at the mistakes managers make.
Based on studies of US and British managers, Williams, C. (2007) identifies the following top ten
mistakes that managers make:

* Insensitive to others; abrasive, intimidating; bullying style
* Cold aloof, arrogant

» Overly ambitious: thinking of the next job, playing politics
»  Specific performance problems with the business

» Over-managing; inability to delegate

+ Unable to staff effectively

« Unable to think strategically

* Unable to adapt to a boss with a different style

* Over-dependent on advocate or mentor

Common business analysis techniques such as SWOT and PEST

1. PESTEL

A PESTEL analysis is an acronym for a tool used to identify the macro (external) forces facing an
organization. The letters stand for Political, Economic, Social, Technological, Environmental and
Legal. Depending on the organization, it can be reduced to PEST or some areas can be added
(e.g. Ethical)

Let’s look at each element of a PESTEL analysis.

Political Factors:

These determine the extent to which government and government policy may impact on an
organization or a specific industry. This would include political policy and stability as well as
trade, fiscal and taxation policies too.

Economic Factors:

These factors impact on the economy and its performance, which in turn directly impacts on the
organization and its profitability. Factors include interest rates, employment or unemployment
rates, raw material costs and foreign exchange rates.

Social Factors:

These factors focus on the social environment and identify emerging trends. This helps a
marketer to further understand their customers’ needs and wants. Factors include changing
family demographics, education levels, cultural trends, attitude changes and changes in lifestyles.

Technological Factors:

These factors consider the rate of technological innovation and development that could affect a
market or industry. Factors could include changes in digital or mobile technology, automation,
research and development. There is often a tendency to focus on developments only in digital
technology, but consideration must also be given to new methods of distribution, manufacturing
and also logistics.

Environmental Factors:
These factors relate to the influence of the surrounding environment and the impact of ecological
aspects. With the rise in importance of CSR (Corporate Sustainability Responsibility), this element
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is becoming more important. Factors include climate, recycling procedures, carbon footprint,
waste disposal and sustainability

Legal Factors:

An organization must understand what is legal and allowed within the territories they operate
in. They also must be aware of any change in legislation and the impact this may have on
business operations. Factors include employment legislation, consumer law, health and safety,
international as well as trade regulation and restrictions.

Political factors do cross over with legal factors; however, the key difference is that political
factors are led by government policy, whereas legal factors must be complied with.

1. SWOT analysis
With a SWOT analysis (opposed to a TOWS: Threats, Opportunities, Weaknesses, Strengths),
we start by looking at the internal factors first.

Strengths can be identified by asking what advantages the organization has and what its unique
selling proposition (USP) is. It describes what an organization excels at and what separates
it from the competition: a strong brand, loyal customer base, a strong balance sheet, unique
technology, and so on. For example, a hedge fund may have developed a proprietary trading
strategy that returns market-beating results. It must then decide how to use those results to
attract new investors. It is important to consider what other people in your market see as your
strengths i.e. a brand name, patient or a workforce with a particular skillset.

Weaknesses would include: what your organization could do to improve, what you should
avoid (be it due to brand name/reputation, resource etc.) and what factors ultimately lose your
organization sales.

When identifying strengths and weaknesses, it's important to compare your organization to its
competitors. Some of your proposed strengths could be a necessity in your organization’s market
and therefore not actually a strength.

It's also critical to be honest! Lack of honesty is a common pitfall in undertaking a SWOT analysis,
so remember this is an internal document that is being used to critically assess your current
position.

Utilizing realistic information will ensure that a high-quality output is achieved.

Once you’ve identified the internal factors, you need to move onto the macro factors — these
are external opportunities and threats. You can use a PESTEL analysis to ensure you've
covered all the factors. A PESTEL analysis identifies Political, Economic, Social, Technological,
Environmental and Legal factors — these are all based on the macro environment.

For the opportunities section, you need to identify what good opportunities are open to your
business — some of these will come via the organization’s strengths. They refer to favorable
external factors that could give an organization a competitive advantage. For example, if a
country cuts tariffs, a car manufacturer can export its cars into a new market, increasing sales
and market share. You may find that through the PESTEL analysis you identify some interesting
trends.

And finally, your SWOT analysis should assess your threats. They refer to factors that have
the potential to harm an organization. What are the threats facing your business right now, and
what are your competitors doing? For example, how is technology affecting your business?
For example, a drought is a threat to a wheat-producing company, as it may destroy or reduce
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the crop yield. Other common threats include things like rising costs for materials, increasing
competition, tight labor supply and so on.

Develop Plans

This stage involves developing the plan to achieve the desired objectives. The objectives are
the ends and the strategy is the means. The strategic plan will consist of a number of planned
actions to address such issues as: how to satisfy customer needs, how to overcome rivals, how
to respond to changing market conditions and how to develop specific organizational capabilities.
Two important steps in strategic planning are SWOT Analysis and evaluating alternative strategies.

MOST analysis

The idea behind MOST is that it will help you to organize your activities in support of each
other so they are all heading in the same direction. Without this kind of cohesion between your
activities, the future can suddenly look bleak.

MOST Analysis is made up of four elements —

M — Mission

O — Objectives
S — Strategy

T — Tactics

The tool is meant to work from the top down, with each successful point becoming a little more
specific as it goes. Let’s take a quick look at each of the four elements of the MOST Analysis tool
to better understand how they can drive your organization forward.

Mission

Basically, this is the main purpose of the business plan that we discussed above. It should be
the top-level, overall reason for being in business in terms of what you want to accomplish. The
more specific that you can be when defining your mission, the more success you will have later
on trying to define the remaining points within the tool.

For example, imagine that you own a dry cleaning business. You could state that your mission is
to be the best possible dry cleaning business that you can be and impress each customer that
comes through the door. That might sound good, but what does it mean? Those kinds of goals
won’t really give you any direction to go on. Instead, something like being the top dry cleaning
business within your city is far more attainable and tangible. If you are bringing in the most
business and getting the best reviews in your city for dry cleaning companies, you will know you
have reached your goal. Then, you can frame the rest of your thinking around trying to make this
happen.

Objectives

Your objectives are one step down from your mission. Think of these are a collection of individual
goals that will add up to reaching your overall mission. Just like with the mission, objectives
should be specific enough to guide your decision making and planning for the future. With your
mission in place, it should be relatively easy to develop a list of a few objectives.

To continue the previous example, you need to highlight objectives that will outline how you can
become the best dry cleaner in the city. Some possibilities might be to grow sales by 5% each
month, attract ‘x> number of customers to switch from your competition, or receive a certain
number of reviews online. Your objectives should be measurable so you can evaluate the
methods you used to try and reach them and determine whether you have succeeded or not.
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Strategy

These are the things you are going to do in order to reach your objectives. What actions should
be taken in order to accomplish your objectives, and in turn, your mission? Keeping up with the
example we have been using, the following are a few sample business strategies that could be

used:
* Run a promotion to entice new customers to switch from your competition, such as offering to

beat any rate by 10%

* Invest in new advertising channels such as paid online advertisements or local radio
»  Offer benefits to customers who take the time to leave a review about your business

The strategies that will work for your business are going to vary wildly depending on your market
and target demographic. However, the idea is the same for any organization — build a list of
strategies that further your pursuit of the objectives you have already highlighted. This is not a
time to be vague. Your strategies should be specific and actionable.

Tactics

The final point in the MOST tool are the tactics that you will use to enact your strategies. Your
tactics should be the specific details that will guide your daily activities. So, if you are going
to run radio ads as mentioned in the previous example, some tactics would include writing a
script, hiring a voice over artist, contacting radio stations, etc. Using your tactics to dictate your
daily activities is the best way to make sure what you are doing today will guide you in the right
direction toward your overall mission.

There is a cohesion between each step along the MOST Analysis that is important and should
be considered carefully. One step builds on the next, and that consistency is what makes this a
valuable tool. Many organizations get lost somewhere between the mission and the tactics, so
do a careful review of your processes to make sure that you don’t fall into that trap. As long as
you are able to outline a logical progression for your business from one step to the next, the end
result should keep you pointing in the right direction.

CATWOE Analysis

CATWOE was defined by Peter Checkland as a part of his Soft Systems Methodology (SSM).
It is a simple checklist for thinking. It is one of the generic techniques that Business Analyst use
to identify the what the business is trying to achieve, what are the problem areas and how is the
solution going to affect the business and people involved in it.

There are six elements of CATWOE:

1. Clients

Customers or clients are stakeholders who are the users of the system or process. These are
the people who'll benefit of suffer due to the change in the system/process. The first step in
a CATWOE analysis is to identifying such customers and understanding how the process or
system affects them.

Few Helpful Questions would be:

*  Who is on the receiving end?

What problem do they have now?
*  How will they react to what you are proposing?
*  Who are the winners and losers?

In the above mentioned example, employees are at the receiving end. Due to the present manual
system, they are facing the problem of long processing time for application and tedious job of
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tracking their application. There could be mixed reaction from the employees on this change. The
people familiar with the computer technology may be happy but the senior citizens who are not
comfortable with computers might resist the change.

2. Actors
These are the people involved in the implementation of the changes in the system/changes.
Few Helpful Questions would be:

*  Who are the actors who will ‘do the doing’, carrying out your solution?
*  What is the impact on them?
* How might they react?

3. Transformation

These are the changes that the system or process brings about. A CATWOE analysis
requires listing the inputs and the nature of change inputs undergo to become outputs.
Few Helpful Questions would be:

* What is the process for transforming inputs into outputs?
*  What are the inputs? Where do they come from?

*  What are the outputs? Where do they go to?

*  What are all the steps in between?

4. Weltanschauung

Weltanschauung, also known as “Worldview” is the big picture and the wider impact of the
transformed system/process. The system/process is analysed to come up with the positive
and negative impact on the overall business. This is the most crucial step in CATWOE
analysis as different stake holders have different approaches to the same issue. The primary
difference in the CATWOE analysis prepared by each stakeholder lies in Weltanschauung,
and the purpose of a CATWOE analysis is to make explicit such different worldviews.
Few Helpful Questions would be:

* What is the bigger picture into which the situation fits?
* What is the real problem you are working on?
+ What is the wider impact of any solution?

5. Owner

These are the Decision makers who have the authority to make the changes, stop the
project, or decide on whether to go ahead with the change. Few Helpful Questions would be:
Who is the real owner or owners of the process or situation you are changing?

+ Can they help you or stop you?
*  What would cause them to get in your way?
*  What would lead them to help you?

6. Environmental constraints

These are the external constraints and limitation affecting the success of the solution. These
can be ethical limits, regulations, financial constraints, resource limitations, limitations of
project scope, limits set by terms of reference and others.

Few helpful questions would be:
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+ What are the broader constraints that act on the situation and your ideas?

* What are the ethical limits, the laws, financial constraints, limited resources, regulations, and
so on?

*  How might these constrain your solution? How can you get around them?
The challenges that arise in the contemporary business environment and
its dynamic

The sectors of the business environment

Businesses do not operate in a vacuum but rather in a dynamic environment that has a direct
influence on how they operate and whether they will achieve their objectives. This external
business environment is composed of numerous outside organizations and forces that we can
group into seven key sub-environments: economic, political and legal, demographic, social,
competitive, global, and technological. Each of these sectors creates a unique set of challenges
and opportunities for businesses.

Business owners and managers have a great deal of control over the internal environment of
business, which covers day-to-day decisions. They choose the supplies they purchase, which
employees they hire, the products they sell, and where they sell those products. They use their
skills and resources to create goods and services that will satisfy existing and prospective
customers. However, the external environmental conditions that affect a business are generally
beyond the control of management and change constantly. To compete successfully, business
owners and managers must continuously study the environment and adapt their businesses
accordingly.

1.5.2. The Challenge of Globalization

Globalization is the international integration of intercultural ideas, perspectives, products/services,
culture, and technology. Globalization is a hot topic in the business world today, garnering
enormous attention as imports and exports continue to rise with companies expanding across the
global marketplace. Understanding the b