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VUCA IS AN ACRONYM THAT STANDS FOR VOLATILITY, UNCERTAINTY, COMPLEXITY AND AMBIGUITY, A COMBINATION OF QUALITIES THAT, TAKEN TOGETHER, CHARACTERIZE THE NATURE OF SOME DIFFICULT CONDITIONS AND SITUATIONS. 
ORIGIN:
THE TERM VUCA ORIGINATED WITH THE UNITED STATES ARMY WAR COLLEGE TO DESCRIBE CONDITIONS RESULTING FROM THE COLD WAR. THE VUCA CONCEPT HAS SINCE BEEN ADOPTED THROUGHOUT BUSINESSES AND ORGANIZATIONS IN MANY INDUSTRIES AND SECTORS TO GUIDE LEADERSHIP AND STRATEGY PLANNING. 
EXPLANATION:
VUCA IS USED TO HELP LEADERS AND ORGANIZATIONS UNDERSTAND THE WORLD IN WHICH THEIR BUSINESS OPERATES. IT IS AN ACRONYM FREQUENTLY USED AT EMERGING WORLD AND IS CENTRAL TO OUR PROGRAMME DESIGN.
VOLATILITY
VOLATILITY REFERS TO THE PROPENSITY FOR CHANGING FROM ONE STATE TO ANOTHER. UNDER CERTAIN CONDITIONS, VOLATILE MATERIALS CAN DANGEROUSLY EXPLODE, CHANGING RAPIDLY FROM STABLE TO DISORDER. THIS PROVIDES ANOTHER IMPLICATION THAT VOLATILE CONDITIONS ARE DANGEROUS CONDITIONS.
VOLATILE    -- LIABLE TO CHANGE RAPIDLY AND UNPREDICTABLY, ESPECIALLY FOR THE WORSE
UNCERTAINTY:
UNCERTAINTY REFERS TO THE LACK OF SPECIFIC INFORMATION, WHICH CAN BE FOUND BY ANSWERING SPECIFIC QUESTIONS. ASKING “WHAT IS THE PROBABILITY THAT IT WILL RAIN TODAY?” IS A QUESTION THAT IS AN ATTEMPT TO CHARACTERIZE UNCERTAINTY.
UNCERTAIN -- NOT ABLE TO BE RELIED ON; NOT KNOWN OR DEFINITE
COMPLEXITY:
COMPLEXITY REFERS TO THE NUMBER OF COMPONENTS, THE RELATIONSHIPS BETWEEN THE COMPONENTS. THE NORMAL LAYPERSON’S USAGE OF THE COMPLEXITY TENDS TO OVERSIMPLIFY THE SCOPE OF PRACTICAL PROBLEMS FACING LEADERS IN ORGANIZATIONS. COMPLEXITY DIFFERS FROM “COMPLICATED.” A COMPLICATED ISSUE CAN BE UNDERSTOOD BY ANALYSIS AND INVESTIGATION BEFOREHAND.
COMPLEX -- CONSISTING OF MANY DIFFERENT AND CONNECTED PARTS
AMBIGUITY
THE LATIN PREFIX “AMBI-“REFERS TO MULTIPLE OR NON-FIXED, SUCH AS ITS USE IN THE WORDS AMBIANCE AND AMBIDEXTROUS. AMBIGUOUS LANGUAGE IS LANGUAGE THAT CAN BE INTERPRETED DIFFERENTLY. AMBIGUITY IS A CAUSE OF STRESS FOR MANY PEOPLE (ESPECIALLY THOSE WHO WORK IN WELL-STRUCTURED ORGANIZATIONS) AS THE DISORDER IMPLIED BY AMBIGUITY IS NOT COMFORTABLE. PEOPLE TEND TO AVOID, IGNORE, OR MINIMIZE AMBIGUITY.
AMBIGUOUS OPEN TO MORE THAN ONE INTERPRETATION

WHY VUCA?
WE LIVE IN A WORLD OF FAST CHANGE AND INFORMATION OVERLOAD.  TECHNOLOGY CHANGES THE WORLD WE LIVE IN AT A LIGHTNING PACE. THE CONSEQUENCES ARE FAR REACHING. TECHNOLOGY CHANGES THE WAY WE LIVE: HOW WE COMMUNICATE WITH EACH OTHER, HOW WE CREATE AND GATHER KNOWLEDGE, HOW WE TRAVEL, HOW WE LISTEN TO MUSIC, HOW WE DO OUR SHOPPING AND EVEN HOW WE START, BUILD OR TERMINATE A RELATIONSHIP. WE CAN HARDLY IMAGINE A WORLD LIKE IT WAS JUST A DECADE AGO. SLOWLY BUT SURELY CENTURY-OLD CONCEPTS SUCH AS FAMILY AND NATIONALITY SHIFT TO A NEW REALITY.

THE ENVIRONMENT COMPANIES AND AUTHORITIES HAVE TO OPERATE IN CHANGES AT THE SAME SPEED. AS A RESULT, COMPANIES CONTINUOUSLY HAVE TO ADAPT THE PRODUCTS AND SERVICES THEY OFFER,            AS WELL AS THE WAY THEY PRODUCE, PROMOTE AND SELL THEM. COMPANIES ARE DESPERATELY TRYING TO BE PROACTIVE, BY IMAGINING WHAT THE WORLD COULD BE LIKE TOMORROW AND BY CONTINUOUSLY DEVELOPING NEW PRODUCTS AND SERVICES. BECAUSE THE WORLD HAS BECOME SO UNPREDICTABLE, TRIAL AND ERROR HAS BECOME THE ONLY WAY FORWARD IN THE FAST CHANGING SECTORS OF THE ECONOMY. THIS IS THE BASIS OF DESIGN THINKING AND CUSTOMER CENTRIC DESIGN.
BUT NOT ONLY PRODUCTS, SERVICES AND PROCESSES NEED TO CHANGE, THE COMPANIES HAVE TO CHANGE MORE FUNDAMENTALLY. THEY NEED DIFFERENT BUSINESS MODELS, DIFFERENT COMPANY STRUCTURES, A DIFFERENT EMPLOYEE PROFILES, DIFFERENT LEADERSHIP, AND DIFFERENT WAYS OF INTERACTING WITH EACH OTHER.
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CHALLENGES IN BUSINESS:
WE LIVE IN RAPIDLY CHANGING TIMES, ESPECIALLY FOR BUSINESSES. CONSIDER THAT, IN A SINGLE GENERATION, BUSINESSES HAVE HAD TO ADAPT TO ENTIRELY NEW MARKETING CHANNELS (WEB AND SOCIAL), DECIDE HOW TO INVEST IN AND UTILIZE NEW TECHNOLOGIES, AND COMPETE ON A GLOBAL STAGE 
VOLATILE – DEALING WITH THE IMPACT OF TECHNOLOGY, THE INFLUENCE, USE AND GENERAL UNCERTAINTY OF TECHNOLOGY HAS MADE THE DIGITAL CONVERSATION IN ORGANIZATIONS A MUCH HIGHER PRIORITY THAN EVER BEFORE. ON ONE HAND TECHNOLOGY OFFERS OPPORTUNITIES, OPENS UP POSSIBILITIES AND PROMOTES EFFICIENCY, WHILE ITS VERY DISRUPTIVE NATURE ALSO POSES A NEAR-CONSTANT THREAT TO ESTABLISHED BUSINESSES.
UNCERTAIN – GLOBAL SKILLS SHORTAGES,   WITH A POTENTIAL SHORTAGE OF 40 MILLION HIGH-SKILLED WORKERS BY 2020 (MCKINSEY, JUNE 2012), INCREASING COMPETITION FOR TOP TALENT AND A GROWING CRISIS REGARDING THE LACK OF FUTURE LEADERS, LEADERSHIP IS A VERY REAL ISSUE WITHIN ORGANIZATIONS TODAY. THE FIRST WORLD’S AGEING POPULATION HAS LED TO A SHRINKING OF THE LABOUR POOL WHILE JOBS ARE CHANGING – COMPANIES AREN’T ABLE TO GO OUT AND EASILY RECRUIT THE ALL-IN-ONE GRADUATE, TECHNICAL AND VARIED TALENT THAT’S NEEDED TO BRIDGE THE SKILLS GAP.
COMPLEX – INCREASED REGULATION, INDUSTRY REGULATION IS AN IMPORTANT DRIVING FORCE FOR LEARNING AND DEVELOPMENT BECAUSE IT TRIGGERS SO MUCH TRAINING TO BE COMMISSIONED. EVEN IN RECENT YEARS, EVENTS SUCH AS THE GLOBAL BANKING CRISIS KEEP THE PRESSURE ON RISK, SAFETY AND INCREASED REGULATION, WHICH HAS A KNOCK-ON EFFECT TO L&D.
AMBIGUOUS – ORGANIZATION-WIDE LEADERSHIP, LEADERSHIP TRAINING HAS HISTORICALLY BEEN ABOUT TRAINING LEADERS, BUT WITH A LACK OF FUTURE LEADERS IN TODAY’S ORGANIZATIONS, THAT MUST DRASTICALLY CHANGE. THE MESSAGES AND SKILLS OF LEADERSHIP CAN NO LONGER BE FILTERED FROM THE TOP DOWNWARDS; THEY MUST SPREAD DEEPER AND WIDER INTO AN ORGANIZATION, WITH THE SKILLS TAKING ROOT AT ALL LEVELS. IN ESSENCE, IT’S ABOUT DEPLOYING TRAINING THAT’S MORE EFFECTIVE, BRINGS PERMANENT CHANGE AND DOESN’T CAUSE A HUGE UPLIFT IN TRAINING COST PER PERSON.
JUST A FEW OF THE CHALLENGES ONE CAN SEE BUSINESSES FACING ARE:
UNCERTAINTY ABOUT THE FUTURE
BEING ABLE TO PREDICT CUSTOMER TRENDS, MARKET TRENDS, ETC. IS VITAL TO A CHANGING ECONOMIC CLIMATE.



FINANCIAL MANAGEMENT
FOR ANY BUSINESS, ULTIMATE OBJECTIVE IS TO WEALTH CREATION FOR SHAREHOLDERS. ACQUIRING CHEAPER SOURCES OF FUNDS AND UTILIZING THEM IN OPTIMUM MANNER IS ALWAYS A BIG CHALLENGE FOR BUSINESS HOUSES.
MONITORING PERFORMANCE
USING A MEANINGFUL SET OF ROUNDED PERFORMANCE INDICATORS THAT PROVIDE THE BUSINESS WITH INSIGHTS ABOUT HOW WELL IT IS PERFORMING IS KEY. MOST BUSINESS PEOPLE ARE NOT EXPERTS IN HOW TO DEVELOP KPIS, HOW TO AVOID THE KEY PITFALLS AND HOW TO BEST COMMUNICATE METRICS SO THAT THEY INFORM DECISION-MAKING. IN MOST CASES COMPANIES RELY ON OVERLY SIMPLE FINANCE INDICATORS THAT JUST CLOG UP THE CORPORATE REPORTING CHANNELS.
REGULATION AND COMPLIANCE
AS MARKETS AND TECHNOLOGIES SHIFT, SO DO RULES AND REGULATIONS. DEPENDING ON THE INDUSTRY, IT WILL BE A CHALLENGE TO ADOPT NEW REGULATIONS AND COMPLIANCE. 
COMPETENCIES AND RECRUITING THE RIGHT TALENT
IDENTIFYING AND RECRUITING THE RIGHT TALENT IN THE RIGHT POSITION IS VERY IMPORTANT AND CHALLENGING TASK AS HUMAN CAPITAL CAN AFFECT THE BUSINESS. ONE OF THE INDICATORS FOR THE SUCCESS OF BUSINESS IS ITS HUMAN RESOURCE PLANNING AND DEVELOPMENT. 
TECHNOLOGY
AS TECHNOLOGIES CHANGE PRACTICALLY AT THE SPEED OF LIGHT, IT’S VITAL FOR COMPANIES TO INNOVATE OR BE LEFT BEHIND. TECHNOLOGICAL CHANGES ALWAYS IMPACT THE BUSINESS IN TERMS OF PROSPECTS AND GROWTH.
EXPLODING DATA
MAINTAINING DATA BASE, USING DATA WAREHOUSING AND DATA MINING TECHNIQUES TO PROVIDE CUSTOMIZED SERVICES TO THE CUSTOMERS IS IMPORTANT. 
CUSTOMER SERVICE
IN A WORLD OF INSTANT GRATIFICATION, CUSTOMERS EXPECT INSTANT CUSTOMER SERVICE — AND CAN TAKE TO THE WEB TO SHARE THEIR DISPLEASURE AT LESS THAN SATISFACTORY SERVICE JUST AS QUICKLY. 
MAINTAINING REPUTATION
IN A SIMILAR VEIN, BECAUSE CUSTOMERS CAN VOICE ANY DISPLEASURE SO MUCH MORE PUBLICLY AND LOUDLY THAN EVER BEFORE, BUSINESSES HAVE TO MONITOR AND MAINTAIN REPUTATIONS. 
KNOWING WHEN TO EMBRACE CHANGE
EARLY ADOPTER OR LATE TO THE GAME? NOT EVERYTHING NEW IS BETTER, YET ESCHEWING EVERY CHANGE RUNS THE RISK OF BECOMING OBSOLETE. SO IT IS DIFFICULT FOR ANY COMPANY TO DECIDE ON THESE LINES TO ADOPT CHANGE. 
WE ARE LIVING IN AN ERA OF CONSTANT CHANGE FOR THE FORESEEABLE FUTURE: CHANGE IS THE NEW NORMAL. PREPARING FOR AND EMBRACING THAT CHANGE BY INVESTING IN THE RIGHT WAY IS THE BEST WAY TO MEET THESE CHALLENGES HEAD ON.
DIGITALIZATION
DIGITALIZATION IS THE INTEGRATION OF DIGITAL TECHNOLOGIES INTO EVERYDAY LIFE BY THE DIGITIZATION OF EVERYTHING THAT CAN BE DIGITIZED. THE LITERAL MEANING OF DIGITALIZATION GIVES AN APPARENT IDEA OF DEVELOPMENT AND TECHNOLOGY DEPENDENT WORLD.
THE DIGITAL ECONOMY IS THE NEW PRODUCTIVITY PLATFORM THAT SOME EXPERTS REGARD AS THE THIRD INDUSTRIAL REVOLUTION. DIGITAL REVOLUTION, ALSO KNOWN AS ‘THE INTERNET ECONOMY’ OR INTERNET OF EVERYTHING (IOE), IS EXPECTED TO GENERATE NEW MARKET GROWTH OPPORTUNITIES, JOBS AND BECOME THE BIGGEST BUSINESS OPPORTUNITY OF MANKIND IN THE NEXT 30 TO 40 YEARS.
GOLDMAN SACHS PREDICTS THAT INDIA - COMPRISING 15% OF THE WORLD POPULATION, WITH A GROWTH RATE OF 7 TO 8%, COULD BE THE SECOND LARGEST ECONOMY BY 2030. INDIA’S NEW LEADERSHIP CONSIDERS THE DIGITAL ECONOMY AS A MAJOR GROWTH ENABLER. 
FOCUS AREAS INCLUDE AGRICULTURE, HEALTH, WATER QUALITY, NATURAL DISASTERS, TRANSPORTATION, SECURITY, AUTOMOBILE, SUPPLY CHAIN MANAGEMENT, SMART CITIES, AUTOMATED METERING AND MONITORING OF UTILITIES, WASTE MANAGEMENT, OIL AND GAS. 
CISCO ESTIMATES THAT ALL IOE PILLARS - INTERNET OF THINGS, INTERNET OF PEOPLE, INTERNET OF DATA, AND INTERNET OF PROCESS FOR INDIA HAVE A VALUE AT STAKE (VAS) OF INR 31.880 TRILLION (ABOUT HALF A TRILLION U.S. DOLLARS) FOR THE NEXT TEN YEARS. FROM THAT INR 7.263 TRILLION IS IN THE PUBLIC SECTOR AND INR 24.616 TRILLION IS IN THE PRIVATE SECTOR DURING THE NEXT DECADE.
NEARLY 40 PERCENT OF THE GLOBAL VALUE AT STAKE WILL HAVE NEW WINNERS AND VENDORS IN THE NEXT DECADE. THIS MAJOR OPPORTUNITY OF THE DIGITAL ECONOMY HAS THE POWER TO CHANGE THE LIVES OF MILLIONS OF PEOPLE OF INDIA. IT COULD BE AN IMPORTANT VEHICLE FOR CHANGE AND IT COULD PROVIDE THE OPPORTUNITY FOR INDIA TO DRAMATICALLY EXPAND ITS ROLE AND INFLUENCE IN THE GLOBAL ECONOMY AND BECOME A POWERHOUSE OF DIGITAL INNOVATION.


GLOBALIZATION
GLOBALIZATION IS THE TENDENCY OF INVESTMENT FUNDS AND BUSINESSES TO MOVE BEYOND DOMESTIC AND NATIONAL MARKETS TO OTHER MARKETS AROUND THE GLOBE, THEREBY INCREASING THE INTERCONNECTION OF THE WORLD. GLOBALIZATION HAS HAD THE EFFECT OF MARKEDLY INCREASING INTERNATIONAL TRADE AND CULTURAL EXCHANGE.
GLOBALIZATION HAS BEEN CREDITED WITH HELPING SHIFT WEALTH TO LESS-DEVELOPED COUNTRIES. HOWEVER, GLOBALIZATION IS ALSO OFTEN BLAMED FOR THE LOSS OF EMPLOYMENT IN DEVELOPED NATIONS, AS CORPORATIONS SHIP MANUFACTURING FACILITIES AND JOBS OVERSEAS IN ORDER TO SAVE COSTS; CRITICS SAY IT WEAKENS NATIONAL SOVEREIGNTY AS WELL.
ADVANTAGES OF GLOBALIZATION TO BUSINESS:
1. BUSINESSES ARE OPENED TO NEW MARKETS.
2. COULD FIND NEW INVESTMENT OPPORTUNITIES THROUGH GLOBALIZATION
3. INVASION AND DIVERSIFICATION IS POSSIBLE
4. COLLABORATIONS ARE POSSIBLE.
DISADVANTAGES:
1. INCREASED COMPETITION FROM FOREIGN MARKETS.
2. SMALL INDUSTRIES WILL SUFFER WITH COMPETITION WITH GLOBAL MNCS.
3. DUE TO GLOBALIZATION, TRADITIONAL SECTORS WILL BE ADVERSELY AFFECTED.


SOCIAL INCLUSION:
SOCIAL INCLUSION IS THE PROCESS OF IMPROVING THE TERMS ON WHICH INDIVIDUALS AND GROUPS TAKE PART IN SOCIETY—IMPROVING THE ABILITY, OPPORTUNITY, AND DIGNITY OF THOSE DISADVANTAGED ON THE BASIS OF THEIR IDENTITY.











SENSITIVITY ANALYSIS IS THE STUDY OF HOW THE UNCERTAINTY IN THE OUTPUT OF A MATHEMATICAL MODEL OR SYSTEM (NUMERICAL OR OTHERWISE) CAN BE DIVIDED AND ALLOCATED TO DIFFERENT SOURCES OF UNCERTAINTY IN ITS INPUTS. A RELATED PRACTICE IS UNCERTAINTY ANALYSIS, WHICH HAS A GREATER FOCUS ON UNCERTAINTY QUANTIFICATION AND PROPAGATION OF UNCERTAINTY; IDEALLY, UNCERTAINTY AND SENSITIVITY ANALYSIS SHOULD BE RUN IN TANDEM.
THE PROCESS OF RECALCULATING OUTCOMES UNDER ALTERNATIVE ASSUMPTIONS TO DETERMINE THE IMPACT OF A VARIABLE UNDER SENSITIVITY ANALYSIS CAN BE USEFUL FOR A RANGE OF PURPOSES, INCLUDING:
· TESTING THE ROBUSTNESS OF THE RESULTS OF A MODEL OR SYSTEM IN THE PRESENCE OF UNCERTAINTY.
· INCREASED UNDERSTANDING OF THE RELATIONSHIPS BETWEEN INPUT AND OUTPUT VARIABLES IN A SYSTEM OR MODEL.
· UNCERTAINTY REDUCTION, THROUGH THE IDENTIFICATION OF MODEL INPUT THAT CAUSE SIGNIFICANT UNCERTAINTY IN THE OUTPUT AND SHOULD THEREFORE BE THE FOCUS OF ATTENTION IN ORDER TO INCREASE ROBUSTNESS (PERHAPS BY FURTHER RESEARCH).
· SEARCHING FOR ERRORS IN THE MODEL (BY ENCOUNTERING UNEXPECTED RELATIONSHIPS BETWEEN INPUTS AND OUTPUTS).
· MODEL SIMPLIFICATION – FIXING MODEL INPUT THAT HAS NO EFFECT ON THE OUTPUT, OR IDENTIFYING AND REMOVING REDUNDANT PARTS OF THE MODEL STRUCTURE.
· ENHANCING COMMUNICATION FROM MODELERS TO DECISION MAKERS (E.G. BY MAKING RECOMMENDATIONS MORE CREDIBLE, UNDERSTANDABLE, COMPELLING OR PERSUASIVE).
· FINDING REGIONS IN THE SPACE OF INPUT FACTORS FOR WHICH THE MODEL OUTPUT IS EITHER MAXIMUM OR MINIMUM OR MEETS SOME OPTIMUM CRITERION.
· IN CASE OF CALIBRATING MODELS WITH LARGE NUMBER OF PARAMETERS, A PRIMARY SENSITIVITY TEST CAN EASE THE CALIBRATION STAGE BY FOCUSING ON THE SENSITIVE PARAMETERS. NOT KNOWING THE SENSITIVITY OF PARAMETERS CAN RESULT IN TIME BEING USELESSLY SPENT ON NON-SENSITIVE ONES. 
· TO SEEK TO IDENTIFY IMPORTANT CONNECTIONS BETWEEN OBSERVATIONS, MODEL INPUTS, AND PREDICTIONS OR FORECASTS, LEADING TO THE DEVELOPMENT OF BETTER MODELS.





THE PARAMETERS THAT ONE NEEDS TO NOTE WHILE DOING THE ABOVE ARE:
A) EXPERIMENTAL DESIGN: IT INCLUDES COMBINATION OF PARAMETERS THAT ARE TO BE VARIED. THIS INCLUDES A CHECK ON WHICH AND HOW MANY PARAMETERS NEED TO VARY AT A GIVEN POINT IN TIME, ASSIGNING VALUES (MAXIMUM AND MINIMUM LEVELS) BEFORE THE EXPERIMENT, STUDY THE CORRELATIONS: POSITIVE OR NEGATIVE AND ACCORDINGLY ASSIGN VALUES FOR THE COMBINATION.
B) WHAT TO VARY: THE DIFFERENT PARAMETERS THAT CAN BE CHOSEN TO VARY IN THE MODEL COULD BE:
A) THE NUMBER OF ACTIVITIES
B) THE OBJECTIVE IN RELATION TO THE RISK ASSUMED AND THE PROFITS EXPECTED
C) TECHNICAL PARAMETERS
D) NUMBER OF CONSTRAINTS AND ITS LIMITS
C) WHAT TO OBSERVE:
A) THE VALUE OF THE OBJECTIVE AS PER THE STRATEGY
B) VALUE OF THE DECISION VARIABLES
C) VALUE OF THE OBJECTIVE FUNCTION BETWEEN TWO STRATEGIES ADOPTED
MEASUREMENT OF SENSITIVITY ANALYSIS
BELOW ARE MENTIONED THE STEPS USED TO CONDUCT SENSITIVITY ANALYSIS:
1. FIRSTLY THE BASE CASE OUTPUT IS DEFINED; SAY THE NPV AT A PARTICULAR BASE CASE INPUT VALUE (V1) FOR WHICH THE SENSITIVITY IS TO BE MEASURED. ALL THE OTHER INPUTS OF THE MODEL ARE KEPT CONSTANT.
2. THEN THE VALUE OF THE OUTPUT AT A NEW VALUE OF THE INPUT (V2) WHILE KEEPING OTHER INPUTS CONSTANT IS CALCULATED.
3. FIND THE PERCENTAGE CHANGE IN THE OUTPUT AND THE PERCENTAGE CHANGE IN THE INPUT.
4. THE SENSITIVITY IS CALCULATED BY DIVIDING THE PERCENTAGE CHANGE IN OUTPUT BY THE PERCENTAGE CHANGE IN INPUT.
THIS PROCESS OF TESTING SENSITIVITY FOR ANOTHER INPUT (SAY CASH FLOWS GROWTH RATE) WHILE KEEPING THE REST OF INPUTS CONSTANT IS REPEATED UNTIL THE SENSITIVITY FIGURE FOR EACH OF THE INPUTS IS OBTAINED. THE CONCLUSION WOULD BE THAT THE HIGHER THE SENSITIVITY FIGURE, THE MORE SENSITIVE THE OUTPUT IS TO ANY CHANGE IN THAT INPUT AND VICE VERSA.


THERE ARE MAINLY TWO APPROACHES TO ANALYZING SENSITIVITY:
LOCAL SENSITIVITY ANALYSIS IS DERIVATIVE BASED (NUMERICAL OR ANALYTICAL). THE TERM LOCAL INDICATES THAT THE DERIVATIVES ARE TAKEN AT A SINGLE POINT. THIS METHOD IS APT FOR SIMPLE COST FUNCTIONS, BUT NOT FEASIBLE FOR COMPLEX MODELS, LIKE MODELS WITH DISCONTINUITIES DO NOT ALWAYS HAVE DERIVATIVES.
GLOBAL SENSITIVITY ANALYSIS IS THE SECOND APPROACH TO SENSITIVITY ANALYSIS, OFTEN IMPLEMENTED USING MONTE CARLO TECHNIQUES. THIS APPROACH USES A GLOBAL SET OF SAMPLES TO EXPLORE THE DESIGN SPACE.
· DIFFERENTIAL SENSITIVITY ANALYSIS: IT IS ALSO REFERRED TO THE DIRECT METHOD. IT INVOLVES SOLVING SIMPLE PARTIAL DERIVATIVES TO TEMPORAL SENSITIVITY ANALYSIS. ALTHOUGH THIS METHOD IS COMPUTATIONALLY EFFICIENT, SOLVING EQUATIONS IS INTENSIVE TASK TO HANDLE.
· ONE AT A TIME SENSITIVITY MEASURES: IT IS THE MOST FUNDAMENTAL METHOD WITH PARTIAL DIFFERENTIATION, IN WHICH VARYING PARAMETERS VALUES ARE TAKEN ONE AT A TIME. IT IS ALSO CALLED AS LOCAL ANALYSIS AS IT IS AN INDICATOR ONLY FOR THE ADDRESSED POINT ESTIMATES AND NOT THE ENTIRE DISTRIBUTION.
· FACTORIAL ANALYSIS: IT INVOLVES THE SELECTION OF GIVEN NUMBER OF SAMPLES FOR A SPECIFIC PARAMETER AND THEN RUNNING THE MODEL FOR THE COMBINATIONS. THE OUTCOME IS THEN USED TO CARRY OUT PARAMETER SENSITIVITY.
THROUGH THE SENSITIVITY INDEX ONE CAN CALCULATE THE OUTPUT % DIFFERENCE WHEN ONE INPUT PARAMETER VARIES FROM MINIMUM TO MAXIMUM VALUE.
· CORRELATION ANALYSIS HELPS IN DEFINING THE RELATION BETWEEN INDEPENDENT AND DEPENDENT VARIABLES.
· REGRESSION ANALYSIS IS A COMPREHENSIVE METHOD USED TO GET RESPONSES FOR COMPLEX MODELS.
· SUBJECTIVE SENSITIVITY ANALYSIS: IN THIS METHOD THE INDIVIDUAL PARAMETERS ARE ANALYZED. THIS IS A SUBJECTIVE METHOD, SIMPLE, QUALITATIVE AND AN EASY METHOD TO RULE OUT INPUT PARAMETERS.
USES OF SENSITIVITY ANALYSIS
· THE KEY APPLICATION OF SENSITIVITY ANALYSIS IS TO INDICATE THE SENSITIVITY OF SIMULATION TO UNCERTAINTIES IN THE INPUT VALUES OF THE MODEL.
· THEY HELP IN DECISION MAKING
· SENSITIVITY ANALYSIS IS A METHOD FOR PREDICTING THE OUTCOME OF A DECISION IF A SITUATION TURNS OUT TO BE DIFFERENT COMPARED TO THE KEY PREDICTIONS.
· IT HELPS IN ASSESSING THE RISKINESS OF A STRATEGY.
· HELPS IN IDENTIFYING HOW DEPENDENT THE OUTPUT IS ON A PARTICULAR INPUT VALUE. ANALYSES IF THE DEPENDENCY IN TURN HELPS IN ASSESSING THE RISK ASSOCIATED.
· HELPS IN TAKING INFORMED AND APPROPRIATE DECISIONS
· AIDS SEARCHING FOR ERRORS IN THE MODEL
RISK: IT IS VARIABILITY BETWEEN ACTUAL RETURN AND ESTIMATED RETURN IN A CERTAIN FUTURE. THE DECISION MAKER DRAWS A PROBABILITY OF CERTAIN RETURN BASED ON HISTORICAL DATA.
UNCERTAINTY: THE DECISION MAKERS ARE NOT ABLE TO DRAW PROBABILITY OF AN OUTCOME IN UNCERTAIN FUTURE. THE FACTS ARE UNKNOWN IN UNCERTAIN FUTURE.

CAPITAL EXPENDITURE DECISIONS UNDER RISK AND UNCERTAINTY: 
RISK: 
RISK EXISTS BECAUSE OF THE INABILITY OF THE DECISION-MAKER TO MAKE PERFECT FORECASTS. IN FORMAL TERMS, THE RISK ASSOCIATED WITH AN INVESTMENT MAY BE DEFINED AS THE VARIABILITY THAT IS LIKELY TO OCCUR IN THE FUTURE RETURNS FROM THE INVESTMENT. 
THREE BROAD CATEGORIES OF THE EVENTS INFLUENCING THE INVESTMENT FORECASTS: 
1. GENERAL ECONOMIC CONDITIONS 
2. INDUSTRY FACTORS 
3. COMPANY FACTORS 
TECHNIQUES FOR RISK ANALYSIS  
a. STATISTICAL TECHNIQUES FOR RISK ANALYSIS 
1. PROBABILITY 
2. VARIANCE OR STANDARD DEVIATION  
3. COEFFICIENT OF VARIATION 
b. CONVENTIONAL TECHNIQUES OF RISK ANALYSIS
c. PAYBACK 
d. RISK-ADJUSTED DISCOUNT RATE 
e. CERTAINTY EQUIVALENT




PROBABILITY :
IF YOU ROLL A SIX-SIDED DIE, THERE ARE SIX POSSIBLE OUTCOMES, AND EACH OF THESE OUTCOMES IS EQUALLY LIKELY. A SIX IS AS LIKELY TO COME UP AS A THREE, AND LIKEWISE FOR THE OTHER FOUR SIDES OF THE DIE. WHAT, THEN, IS THE PROBABILITY THAT A ONE WILL COME UP? SINCE THERE ARE SIX POSSIBLE OUTCOMES, THE PROBABILITY IS 1/6. WHAT IS THE PROBABILITY THAT EITHER A ONE OR A SIX WILL COME UP? THE TWO OUTCOMES ABOUT WHICH WE ARE CONCERNED (A ONE OR A SIX COMING UP) ARE CALLED FAVORABLE OUTCOMES. 
GIVEN THAT ALL OUTCOMES ARE EQUALLY LIKELY, WE CAN COMPUTE THE PROBABILITY OF A ONE OR A SIX USING THE FORMULA:
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IN STATISTICS, THE STANDARD DEVIATION IS A MEASURE OF THE AMOUNT OF VARIATION OR DISPERSION OF A SET OF VALUES. A LOW STANDARD DEVIATION INDICATES THAT THE VALUES TEND TO BE CLOSE TO THE MEAN (ALSO CALLED THE EXPECTED VALUE) OF THE SET, WHILE A HIGH STANDARD DEVIATION INDICATES THAT THE VALUES ARE SPREAD OUT OVER A WIDER RANGE.
WHAT IS STANDARD DEVIATION?
THE STANDARD DEVIATION IS A STATISTIC THAT MEASURES THE DISPERSION OF A DATASET RELATIVE TO ITS MEAN AND IS CALCULATED AS THE SQUARE ROOT OF THE VARIANCE. THE STANDARD DEVIATION IS CALCULATED AS THE SQUARE ROOT OF VARIANCE BY DETERMINING EACH DATA POINT'S DEVIATION RELATIVE TO THE MEAN. IF THE DATA POINTS ARE FURTHER FROM THE MEAN, THERE IS A HIGHER DEVIATION WITHIN THE DATA SET; THUS, THE MORE SPREAD OUT THE DATA, THE HIGHER THE STANDARD DEVIATION.
UNDERSTANDING THE STANDARD DEVIATION
STANDARD DEVIATION IS A STATISTICAL MEASUREMENT IN FINANCE THAT, WHEN APPLIED TO THE ANNUAL RATE OF RETURN OF AN INVESTMENT, SHEDS LIGHT ON THAT INVESTMENT'S HISTORICAL VOLATILITY. THE GREATER THE STANDARD DEVIATION OF SECURITIES, THE GREATER THE VARIANCE BETWEEN EACH PRICE AND THE MEAN, WHICH SHOWS A LARGER PRICE RANGE. FOR EXAMPLE, A VOLATILE STOCK HAS A HIGH STANDARD DEVIATION, WHILE THE DEVIATION OF A STABLE BLUE-CHIP STOCK IS USUALLY RATHER LOW.



CALCULATING THE STANDARD DEVIATION
STANDARD DEVIATION IS CALCULATED AS FOLLOWS:
1. THE MEAN VALUE IS CALCULATED BY ADDING ALL THE DATA POINTS AND DIVIDING BY THE NUMBER OF DATA POINTS.
2. THE VARIANCE FOR EACH DATA POINT IS CALCULATED BY SUBTRACTING THE MEAN FROM THE VALUE OF THE DATA POINT. EACH OF THOSE RESULTING VALUES IS THEN SQUARED AND THE RESULTS SUMMED. THE RESULT IS THEN DIVIDED BY THE NUMBER OF DATA POINTS LESS ONE.
3. THE SQUARE ROOT OF THE VARIANCE—RESULT FROM NO. 2—IS THEN USED TO FIND THE STANDARD DEVIATION.
A BIG DRAWBACK
THE BIGGEST DRAWBACK OF USING STANDARD DEVIATION IS THAT IT CAN BE IMPACTED BY OUTLIERS AND EXTREME VALUES. STANDARD DEVIATION ASSUMES A NORMAL DISTRIBUTION AND CALCULATES ALL UNCERTAINTY AS RISK, EVEN WHEN IT’S IN THE INVESTOR'S FAVOR—SUCH AS ABOVE AVERAGE RETURNS.
WHAT IS THE COEFFICIENT OF VARIATION (CV)?
THE COEFFICIENT OF VARIATION (CV) IS A STATISTICAL MEASURE OF THE DISPERSION OF DATA POINTS IN A DATA SERIES AROUND THE MEAN. THE COEFFICIENT OF VARIATION REPRESENTS THE RATIO OF THE STANDARD DEVIATION TO THE MEAN, AND IT IS A USEFUL STATISTIC FOR COMPARING THE DEGREE OF VARIATION FROM ONE DATA SERIES TO ANOTHER, EVEN IF THE MEANS ARE DRASTICALLY DIFFERENT FROM ONE ANOTHER.
COEFFICIENT OF VARIATION FORMULA
BELOW IS THE FORMULA FOR HOW TO CALCULATE THE COEFFICIENT OF VARIATION:
CV= Σ/Μ
WHERE: Σ=STANDARD DEVIATION Μ=MEAN​

WHAT IS THE PAYBACK PERIOD?
THE PAYBACK PERIOD REFERS TO THE AMOUNT OF TIME IT TAKES TO RECOVER THE COST OF AN INVESTMENT. SIMPLY PUT, THE PAYBACK PERIOD IS THE LENGTH OF TIME AN INVESTMENT REACHES A BREAK-EVEN POINT.
THE DESIRABILITY OF AN INVESTMENT IS DIRECTLY RELATED TO ITS PAYBACK PERIOD. SHORTER PAYBACKS MEAN MORE ATTRACTIVE INVESTMENTS.
ALTHOUGH CALCULATING THE PAYBACK PERIOD IS USEFUL IN FINANCIAL AND CAPITAL BUDGETING, THIS METRIC HAS APPLICATIONS IN OTHER INDUSTRIES. IT CAN BE USED BY HOMEOWNERS AND BUSINESSES TO CALCULATE THE RETURN ON ENERGY-EFFICIENT TECHNOLOGIES SUCH AS SOLAR PANELS AND INSULATION, INCLUDING MAINTENANCE AND UPGRADES.
UNDERSTANDING THE PAYBACK PERIOD
CORPORATE FINANCE IS ALL ABOUT CAPITAL BUDGETING. ONE OF THE MOST IMPORTANT CONCEPTS EVERY CORPORATE FINANCIAL ANALYST MUST LEARN IS HOW TO VALUE DIFFERENT INVESTMENTS OR OPERATIONAL PROJECTS TO DETERMINE THE MOST PROFITABLE PROJECT OR INVESTMENT TO UNDERTAKE. ONE WAY CORPORATE FINANCIAL ANALYSTS DO THIS IS WITH THE PAYBACK PERIOD.
THE PAYBACK PERIOD IS THE COST OF THE INVESTMENT DIVIDED BY THE ANNUAL CASH FLOW. THE SHORTER THE PAYBACK, THE MORE DESIRABLE THE INVESTMENT.
CONVERSELY, THE LONGER THE PAYBACK, THE LESS DESIRABLE IT IS. FOR EXAMPLE, IF SOLAR PANELS COST $5,000 TO INSTALL AND THE SAVINGS ARE $100 EACH MONTH, IT WOULD TAKE 4.2 YEARS TO REACH THE PAYBACK PERIOD.
RISK-ADJUSTED DISCOUNT RATE: TO ALLOW FOR RISK, THE BUSINESSMEN REQUIRED A PREMIUM OVER AND ABOVE AN ALTERNATIVE WHICH IS RISK FREE. IT IS PROPOSED THAT RISK PREMIUM BE INCORPORATED INTO THE CAPITAL BUDGETING ANALYSIS THROUGH THE DISCOUNT RATE.
RADR = RISK FREE RATE + RISK PREMIUM
SCENARIO ANALYSIS: THE ANOTHER WAY TO EXAMINE THE RISK OF INVESTMENT IS TO ANALYZE THE IMPACT OF ALTERNATIVE COMBINATION OF VARIABLES CALLED THE SCENARIOS, ON THE PROJECT NPV.

RISKS ASSOCIATED WITH PROJECTS ARE:
STAND-ALONE RISK: IT IS A RISK ASSOCIATED WITH SINGLE PROJECT ALONE.
CORPORATE RISK: IT IS A RISK OF A CHOOSING A PROJECT WHICH EFFECTS THE OVERALL COMPANY PROFITS OR POSITIONS.
MARKET RISK: IT IS A RISK OF CHOOSING A PROJECT WHICH EFFECTS THE SHAREHOLDERS POSITION IN COMPANY.
LIQUIDITY RISK: TO FACE DIFFICULTY IN CONVERTING AN INVESTMENT INTO CASH. IT MEANS INVESTORS ARE NOT ABLE TO GET FAIR VALUE ON SELLING ITS INVESTMENT WHEN THEY NEED CASH IMMEDIATELY.
INFLATION RISK: IT IS A LOSS OF PURCHASING POWER. IT MEANS THE QUANTITY OF GOODS YOU BOUGHT IN RS. 5 NOW YOU CAN BUY IN RS.8. DUE TO THE TIME VARIATION THE VALUE OF  MONEY DECREASE THIS IS KNOWN AS INFLATION.



DERIVATIVES:
    	  THE EMERGENCE OF THE MARKET FOR DERIVATIVE PRODUCTS, MOST NOTABLY FORWARDS, FUTURES AND OPTIONS, CAN BE TRACED BACK TO THE WILLINGNESS OF RISK-AVERSE ECONOMIC AGENTS TO GUARD THEMSELVES AGAINST UNCERTAINTIES ARISING OUT OF FLUCTUATIONS IN ASSET PRICES.  BY THEIR VERY NATURE, THE FINANCIAL MARKETS ARE MARKED BY A VERY HIGH DEGREE OF VOLATILITY.  THROUGH THE USE OF DERIVATIVE PRODUCTS, IT IS POSSIBLE TO PARTIALLY OR FULLY TRANSFER PRICE RISKS BY LOCKING-IN ASSET PRICES. 
AS INSTRUMENTS OF RISK MANAGEMENT, THESE GENERALLY DO NOT INFLUENCE THE FLUCTUATIONS IN THE UNDERLYING ASSET PRICES. HOWEVER, BY LOCKING-IN ASSET PRICES, DERIVATIVE PRODUCTS MINIMIZE THE IMPACT OF FLUCTUATIONS IN ASSET PRICES ON THE PROFITABILITY AND CASH FLOW SITUATION OF RISK-AVERSE INVESTORS.    
DEFINITION OF DERIVATIVES	
IN FINANCE, A DERIVATIVE IS A SPECIAL TYPE OF CONTRACT WHICH DERIVES ITS VALUE FROM THE PERFORMANCE OF AN UNDERLYING ENTITY. 
EXPLANATION:
      “DERIVATIVE IS A PRODUCT WHOSE VALUE IS DERIVED FROM THE VALUE OF ONE OR MORE BASIC VARIABLES, CALLED BASES (UNDERLYING ASSET, INDEX, OR REFERENCE RATE), IN A CONTRACTUAL MANNER.  THE UNDERLYING ASSET CAN BE EQUITY, FOREX, COMMODITY OR ANY OTHER ASSET. FOR EXAMPLE, WHEAT FARMERS MAY WISH TO SELL THEIR HARVEST AT A FUTURE DATE TO ELIMINATE THE RISK OF A CHANGE IN PRICES BY THAT DATE. SUCH A TRANSACTION IS AN EXAMPLE OF A DERIVATIVE. THE PRICE OF THIS DERIVATIVE IS DRIVEN BY THE SPOT PRICE OF WHEAT WHICH IS THE “UNDERLYING’’. IN THE INDIAN CONTEXT THE SECURITIES CONTRACTS (REGULATION) ACT, 1956(SC(R) A) DEFINES.
THE TERM FINANCIAL DERIVATIVE RELATES WITH A VARIETY OF FINANCIAL INSTRUMENTS WHICH INCLUDE THE FOLLOWING:
· SHORT TERM DEBT SECURITIES
· INTEREST RATE
· COMMON SHARE
· BONDS AND DEBENTURES
· STOCK INDEX VALUE
· FOREIGN CURRENCY 
· OTHER FINANCIAL ASSETS	

NEED AND GROWTH OF DERIVATIVES:
DERIVATIVES ARE ONE OF THE MOST COMPLEX INSTRUMENTS. THE WORD DERIVATIVE COMES FROM THE WORD ‘TO DERIVE’ INDICATES THAT IT HAS NO INDEPENDENT VALUE*. SINCE 1991, DUE TO LIBERALIZATION OF ECONOMIC POLICY THE NEW INDIAN ECONOMY HAS ENTERED AN ERA IN WHICH INDIAN COMPANIES CANNOT IGNORE GLOBAL MARKETS. BUT AFTER 1991, STARTING THE PROCESS OF DEREGULATION PRICES OF MOST COMMODITIES IS DECENTRALIZED. 
FURTHER, MARKET DETERMINED EXCHANGE RATES AND INTEREST RATE ALSO CREATES VOLATILITY AND INSTABILITY IN PORTFOLIO VALUES AND SECURITY VALUES. HENCE HEDGING ACTIVITIES THROUGH VARIOUS DERIVATIVES EMERGED TO DIFFERENT RISKS.
DEVELOPMENT OF FUTURE MARKETS IN MANY COUNTRIES HAS CONTRIBUTED SIGNIFICANTLY IN TERMS OF INVISIBLE EARNINGS IN THE BALANCE OF PAYMENT THROUGH THE FEES AND OTHER CHARGES. FURTHER, ECONOMIC PROGRESS OF ANY COUNTRY TODAY MUCH DEPENDS UPON THE SERVICE SECTOR AS AN AGRICULTURAL OR INDUSTRY. INDIA HAS ALL THE INFRA STRUCTURAL FACILITIES AND POTENTIAL EXISTS FOR THE WHOLE SPECTRUM OF FINANCIAL FUTURES TRADING.
FOR ALL REASONS ABOVE, THERE IS A MAJOR POTENTIAL FOR THE GROWTH OF FINANCIAL DERIVATIVES IN INDIA.
     OVER THE LAST THREE DECADES, THE DERIVATIVES MARKETS HAVE SEEN A PHENOMENAL GROWTH.  A LARGE VARIETY OF DERIVATIVE CONTRACTS HAVE BEEN LAUNCHED AT EXCHANGES ACROSS THE WORLD.  SOME OF THE FACTORS DRIVING THE GROWTH OF FINANCIAL DERIVATIVES ARE:
· INCREASED VOLATILITY IN ASSET PRICES IN FINANCIAL MARKETS,
· INCREASED INTEGRATION OF NATIONAL FINANCIAL MARKETS WITH THE INTERNATIONAL MARKETS,
· MARKED IMPROVEMENT IN COMMUNICATION FACILITIES AND SHARP DECLINE IN THEIR COSTS,
· DEVELOPMENT OF MORE SOPHISTICATED RISK MANAGEMENT TOOLS, PROVIDING ECONOMIC AGENTS A WIDER CHOICE OF RISK MANAGEMENT STRATEGIES, AND
· INNOVATIONS IN THE DERIVATIVES MARKETS, WHICH OPTIMALLY COMBINE THE RISKS AND RETURNS OVER A LARGE NUMBER OF FINANCIAL ASSETS LEADING TO HIGHER RETURNS, REDUCED RISK AS WELL AS TRANSACTIONS COSTS AS COMPARED TO INDIVIDUAL FINANCIAL ASSETS.
HISTORY:
DERIVATIVES ARE MORE COMMON IN THE MODERN ERA, BUT THEIR ORIGINS TRACE BACK SEVERAL CENTURIES. ONE OF THE OLDEST DERIVATIVES IS RICE FUTURES, WHICH HAVE BEEN TRADED ON THE DOJIMA RICE EXCHANGE SINCE THE EIGHTEENTH CENTURY. 
BERNSTEIN (1992) ATTRIBUTES THE FIRST OPTION TRANSACTION TO THE GREEK PHILOSOPHER THALES FROM MILETUS WHO WAS ADEPT AT FORECASTING THE HARVEST OF OLIVES IN THE ENSUING SEASON.
MOST OF THE FUTURES HAD EVOLVED FROM THE BASIC COMMODITIES AND AGRICULTURAL SEGMENT. THE FUTURES INDUSTRY GOT A SHOT IN THE ARM WITH THE ESTABLISHMENT OF THE CHICAGO BOARD OF TRADE IN 1848.BUT THE REAL ACTION IN FINANCIAL DERIVATIVES STARTED WITH THE COMMENCEMENT OF TRADING FUTURES ON FOREIGN CURRENCY IN 1972 AT CHICAGO MERCANTILE EXCHANGE.
USES:
DERIVATIVES ARE USED FOR THE FOLLOWING:
· HEDGE OR MITIGATE RISK IN THE UNDERLYING, BY ENTERING INTO A DERIVATIVE CONTRACT WHOSE VALUE MOVES IN THE OPPOSITE DIRECTION TO THEIR UNDERLYING POSITION AND CANCELS PART OR ALL OF IT OUT.
· CREATE OPTION ABILITY WHERE THE VALUE OF THE DERIVATIVE IS LINKED TO A SPECIFIC CONDITION OR EVENT (E.G. THE UNDERLYING REACHING A SPECIFIC PRICE LEVEL)
· OBTAIN EXPOSURE TO THE UNDERLYING WHERE IT IS NOT POSSIBLE TO TRADE IN THE UNDERLYING (E.G. WEATHER DERIVATIVES). 
· PROVIDE LEVERAGE (OR GEARING), SUCH THAT A SMALL MOVEMENT IN THE UNDERLYING VALUE CAN CAUSE A LARGE DIFFERENCE IN THE VALUE OF THE DERIVATIVE.
· SPECULATE AND MAKE A PROFIT IF THE VALUE OF THE UNDERLYING ASSET MOVES THE WAY THEY EXPECT (E.G. MOVES IN A GIVEN DIRECTION, STAYS IN OR OUT OF A SPECIFIED RANGE, REACHES A CERTAIN LEVEL).
· SWITCH ASSET ALLOCATIONS BETWEEN DIFFERENT ASSET CLASSES WITHOUT DISTURBING THE UNDERLYING ASSETS, AS PART OF TRANSITION MANAGEMENT.
· AVOID PAYING TAXES. FOR EXAMPLE, AN EQUITY SWAP ALLOWS AN INVESTOR TO RECEIVE STEADY PAYMENTS, E.G. BASED ON LIBOR RATE, WHILE AVOIDING PAYING CAPITAL GAINS TAX AND KEEPING THE STOCK.








TYPES:
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1. FORWARDS: A TAILORED CONTRACT BETWEEN TWO PARTIES, WHERE PAYMENT TAKES PLACE AT A SPECIFIC TIME IN THE FUTURE AT TODAY'S PRE-DETERMINED PRICE.
2. FUTURES: ARE CONTRACTS TO BUY OR SELL AN ASSET ON OR BEFORE A FUTURE DATE AT A PRICE SPECIFIED TODAY. A FUTURES CONTRACT DIFFERS FROM A FORWARD CONTRACT IN THAT THE FUTURES CONTRACT IS A STANDARDIZED CONTRACT WRITTEN BY A CLEARING HOUSE THAT OPERATES AN EXCHANGE WHERE THE CONTRACT CAN BE BOUGHT AND SOLD; THE FORWARD CONTRACT IS A NON-STANDARDIZED CONTRACT WRITTEN BY THE PARTIES THEMSELVES.
3. OPTIONS: ARE CONTRACTS THAT GIVE THE OWNER THE RIGHT, BUT NOT THE OBLIGATION, TO BUY (IN THE CASE OF A CALL OPTION) OR SELL (IN THE CASE OF A PUT OPTION) AN ASSET. THE PRICE AT WHICH THE SALE TAKES PLACE IS KNOWN AS THE STRIKE PRICE, AND IS SPECIFIED AT THE TIME THE PARTIES ENTER INTO THE OPTION. THE OPTION CONTRACT ALSO SPECIFIES A MATURITY DATE. 
BINARY OPTIONS: ARE CONTRACTS THAT PROVIDE THE OWNER WITH AN ALL-OR-NOTHING PROFIT PROFILE.
BASKETS: BASKET OPTIONS ARE OPTIONS ON PORTFOLIO OF UNDERLYING ASSETS.  THE UNDERLYING ASSET IS USUALLY A MOVING AVERAGE OF A BASKET OF ASSETS.  EQUITY INDEX OPTIONS ARE A FORM OF BASKET OPTIONS.

4. LEAPS:
THE ACRONYM LEAPS MEANS LONG-TERM EQUITY ANTICIPATION SECURITIES. THESE ARE OPTIONS HAVING A MATURITY OF UP TO THREE YEARS.
5. HYBRID DERIVATIVES: ALSO CALLED AS EXOTIC DERIVATIVES ARE A SPECIFIC TYPE OF FINANCIAL ASSET. THESE ARE DERIVATIVES THAT DO NOT HAVE A STANDARD PAY-OFF, AS IS THE CASE FOR A REGULAR CALL OPTION. 
6. WARRANTS: APART FROM THE COMMONLY USED SHORT-DATED OPTIONS WHICH HAVE A MAXIMUM MATURITY PERIOD OF 1 YEAR, THERE EXISTS CERTAIN LONG-DATED OPTIONS AS WELL, KNOWN AS WARRANT (FINANCE). THESE ARE GENERALLY TRADED OVER-THE-COUNTER.
7. SWAPS: ARE CONTRACTS TO EXCHANGE CASH (FLOWS) ON OR BEFORE A SPECIFIED FUTURE DATE BASED ON THE UNDERLYING VALUE OF CURRENCIES EXCHANGE RATES, BONDS/INTEREST RATES, COMMODITIES EXCHANGE, STOCKS OR OTHER ASSETS. 
SWAPS CAN BASICALLY BE CATEGORIZED INTO TWO TYPES:
· INTEREST RATE SWAP: THESE BASICALLY NECESSITATE SWAPPING ONLY INTEREST ASSOCIATED CASH FLOWS IN THE SAME CURRENCY, BETWEEN TWO PARTIES.
· CURRENCY SWAP: IN THIS KIND OF SWAPPING, THE CASH FLOW BETWEEN THE TWO PARTIES INCLUDES BOTH PRINCIPAL AND INTEREST. ALSO, THE MONEY WHICH IS BEING SWAPPED IS IN DIFFERENT CURRENCY FOR BOTH PARTIES.
8. SWAPTIONS:
SWAPTION ARE OPTIONS TO BUY OR SELL A SWAP THAT WILL BECOME OPERATIVE AT THE EXPIRY OF THE OPTIONS.  THUS A SWAPTION IS AN OPTION ON A FORWARD SWAP. RATHER THAN HAVE CALLS AND PUTS, THE SWAPTIONS MARKET HAS RECEIVER SWAPTIONS AND PAYER SWAPTIONS.  A RECEIVER SWAPTION IS AN OPTION TO RECEIVE FIXED AND PAY FLOATING.  A PAYER SWAPTION IS AN OPTION TO PAY FIXED AND RECEIVED FLOATING.
TURNAROUND STRATEGY:
DEFINITION:
TURNAROUND STRATEGY IS AN ANALYTICAL APPROACH TO SOLVE THE ROOT CAUSE FAILURE OF A LOSS-MAKING COMPANY TO DECIDE THE MOST CRUCIAL REASONS BEHIND ITS FAILURE. HERE, A LONG-TERM STRATEGIC PLAN AND RESTRUCTURING PLANS ARE DESIGNED AND IMPLEMENTED TO SOLVE THE ISSUES OF A SICK COMPANY.
FINANCIAL INSTITUTION, FOR EXAMPLE, SOME BANK ‘A’ IS SUFFERING FROM LOSSES DUE TO NON-PERFORMING ASSETS (NPA). NPA IS LOAN GIVEN BUT NOT YET RECOVERED. THIS BANK ‘A’ WILL FOLLOW TURNAROUND STRATEGY AND TRY TO RECOVER ITS LOANS BY APPOINTING RECOVERY AGENTS.
MANUFACTURING COMPANY SAY ‘XYZ’ IS SUFFERING FROM LOSSES DUE TO EXCESS IDLE TIME TAKEN BY LABOUR TO COMPLETE THEIR JOBS. THE MANUFACTURING COMPANY ‘XYZ’ WILL FOLLOW TURNAROUND STRATEGY TO REDUCE LABOUR INACTIVITY BY INSTALLING MODERN MACHINES (AUTOMATION) TO CARRY ON THE SAME WORK OR JOB.
EDUCATIONAL INSTITUTION, FOR EXAMPLE, ‘C’ IS SUFFERING FROM LOSSES DUE TO NON-REGISTRATION OF STUDENTS IN THEIR COURSES. THIS INSTITUTION ‘C’ WILL FOLLOW TURNAROUND STRATEGY TO REDUCE LOSSES BY PROVIDING FACILITIES LIKE E-REGISTRATION, CONDUCTING ONLINE CLASSES, ETC. TO ATTRACT STUDENTS.
THE CONCEPT OR MEANING OF TURNAROUND STRATEGY COVERS FOLLOWING POINTS:
1. TURNAROUND STRATEGY MEANS TO CONVERT, CHANGE OR TRANSFORM A LOSS-MAKING COMPANY INTO A PROFIT-MAKING COMPANY.
1. IT MEANS TO MAKE THE COMPANY PROFITABLE AGAIN.
1. THE MAIN PURPOSE OF IMPLEMENTING A TURNAROUND STRATEGY IS TO TURN THE COMPANY FROM A NEGATIVE POINT TO A POSITIVE ONE.
1. IF A TURNAROUND STRATEGY IS NOT APPLIED TO A SICK COMPANY, IT WILL CLOSE DOWN.
1. IT IS A REMEDY FOR CURING INDUSTRIAL SICKNESS.
1. TURNAROUND IS A RESTRUCTURING STRATEGY. HERE, A LOSS-BEARING COMPANY IS TRANSFORMED INTO A PROFIT-EARNING COMPANY, BY MAKING SYSTEMATIC EFFORTS.
1. IT TRIES TO REMOVE ALL WEAKNESSES TO HELP A SICK COMPANY ONCE AGAIN BECOME STRONG, STABLE AND A PROFIT-MAKING INSTITUTION.
1. IT TRIES TO REVERSE THE POSITION FROM LOSS TO PROFIT, FROM DECLINING SALES TO INCREASING SALES, FROM WEAKNESS TO STRENGTH, AND FROM AN INSTABILITY TO STABILITY.
1. IT AIDS TO REDUCE THE BROUGHT FORWARD LOSSES OF THE LOSS-MAKING COMPANY.
1. IT HELPS THE SICK COMPANY TO STAND ONCE AGAIN IN THE MARKET.
1. IT IS A COMPLETE U-TURN OF A PLANNED STRATEGIC ECONOMIC TRANSITION.
TYPES:
1. OPERATIONAL :
THE FOCUS IS ON FINDING WAYS TO IMPROVE THE OPERATION OF THE BUSINESS AND DESIGNED TO HALT THE DECLINE.
1. STRATEGIC:
             THE FOCUS IS ON ADJUSTING THE STRATEGIC FOCUS OF THE BUSINESS IN TERM OF ITS PRODUCT/MARKET PROFILE AND HALT THE DECLINE.

EXAMPLES:
· COST REDUCTION STRATEGIES.
· ASSET REDUCTION STRATEGIES 
· REVENUE INCREASING STRATEGIES
· FINANCIAL RESTRUCTURING STRATEGIES
· PRODUCT/MARKET REDEFINITION STRATEGIES
· MANAGEMENT & CULTURAL CHANGE STRATEGIES












MERGERS & ACQUISITIONS:
MERGERS AND ACQUISITIONS (M&A) ARE DEFINED AS CONSOLIDATION OF COMPANIES. DIFFERENTIATING THE TWO TERMS, MERGERS IS THE COMBINATION OF TWO COMPANIES TO FORM ONE, WHILE ACQUISITIONS IS ONE COMPANY TAKEN OVER BY THE OTHER. M&A IS ONE OF THE MAJOR ASPECTS OF CORPORATE FINANCE WORLD. THE REASONING BEHIND M&A GENERALLY GIVEN IS THAT TWO SEPARATE COMPANIES TOGETHER CREATE MORE VALUE COMPARED TO BEING ON AN INDIVIDUAL STAND. WITH THE OBJECTIVE OF WEALTH MAXIMIZATION, COMPANIES KEEP EVALUATING DIFFERENT OPPORTUNITIES THROUGH THE ROUTE OF MERGER OR ACQUISITION.

MERGERS & ACQUISITIONS CAN TAKE PLACE:
• BY PURCHASING ASSETS
• BY PURCHASING COMMON SHARES
• BY EXCHANGE OF SHARES FOR ASSETS
• BY EXCHANGING SHARES FOR SHARES
REASONS FOR MERGERS AND ACQUISITIONS:
• FINANCIAL SYNERGY FOR LOWER COST OF CAPITAL
• IMPROVING COMPANY’S PERFORMANCE AND ACCELERATE GROWTH
• ECONOMIES OF SCALE
• DIVERSIFICATION FOR HIGHER GROWTH PRODUCTS OR MARKETS
• TO INCREASE MARKET SHARE AND POSITIONING GIVING BROADER MARKET ACCESS
• STRATEGIC REALIGNMENT AND TECHNOLOGICAL CHANGE
• TAX CONSIDERATIONS
• UNDERVALUED TARGET
• DIVERSIFICATION OF RISK


STAGES INVOLVED IN ANY M&A:
PHASE 1: PRE-ACQUISITION REVIEW: THIS WOULD INCLUDE SELF-ASSESSMENT OF THE ACQUIRING COMPANY WITH REGARDS TO THE NEED FOR M&A, ASCERTAIN THE VALUATION (UNDERVALUED IS THE KEY) AND CHALK OUT THE GROWTH PLAN THROUGH THE TARGET.
PHASE 2: SEARCH AND SCREEN TARGETS: THIS WOULD INCLUDE SEARCHING FOR THE POSSIBLE APT TAKEOVER CANDIDATES. THIS PROCESS IS MAINLY TO SCAN FOR A GOOD STRATEGIC FIT FOR THE ACQUIRING COMPANY.
PHASE 3: INVESTIGATE AND VALUATION OF THE TARGET: ONCE THE APPROPRIATE COMPANY IS SHORTLISTED THROUGH PRIMARY SCREENING, DETAILED ANALYSIS OF THE TARGET COMPANY HAS TO BE DONE. THIS IS ALSO REFERRED TO AS DUE DILIGENCE.
PHASE 4: ACQUIRE THE TARGET THROUGH NEGOTIATIONS: ONCE THE TARGET COMPANY IS SELECTED, THE NEXT STEP IS TO START NEGOTIATIONS TO COME TO CONSENSUS FOR A NEGOTIATED MERGER OR A BEAR HUG. THIS BRINGS BOTH THE COMPANIES TO AGREE MUTUALLY TO THE DEAL FOR THE LONG TERM WORKING OF THE M&A.
PHASE 5: POST MERGER INTEGRATION: IF ALL THE ABOVE STEPS FALL IN PLACE, THERE IS A FORMAL ANNOUNCEMENT OF THE AGREEMENT OF MERGER BY BOTH THE PARTICIPATING COMPANIES.
RECENT MERGERS AND ACQUISITIONS
[image: https://i0.wp.com/content.edupristine.com/images/blogs/mergers-and-acquisitions_2.png?w=525]
WHAT IS A TAKEOVER?
A TAKEOVER OCCURS WHEN ONE COMPANY MAKES A SUCCESSFUL BID TO ASSUME CONTROL OF OR ACQUIRE ANOTHER. TAKEOVERS CAN BE DONE BY PURCHASING A MAJORITY STAKE IN THE TARGET FIRM. TAKEOVERS ARE ALSO COMMONLY DONE THROUGH THE MERGER AND ACQUISITION PROCESS. IN A TAKEOVER, THE COMPANY MAKING THE BID IS THE ACQUIRER AND THE COMPANY IT WISHES TO TAKE CONTROL OF IS CALLED THE TARGET.
TAKEOVERS ARE TYPICALLY INITIATED BY A LARGER COMPANY SEEKING TO TAKE OVER A SMALLER ONE. THEY CAN BE VOLUNTARY, MEANING THEY ARE THE RESULT OF A MUTUAL DECISION BETWEEN THE TWO COMPANIES. IN OTHER CASES, THEY MAY BE UNWELCOME, IN WHICH CASE THE ACQUIRER GOES AFTER THE TARGET WITHOUT ITS KNOWLEDGE OR SOME TIMES WITHOUT ITS FULL AGREEMENT.
IN CORPORATE FINANCE, THERE CAN BE A VARIETY OF WAYS FOR STRUCTURING A TAKEOVER. AN ACQUIRER MAY CHOOSE TO TAKE OVER CONTROLLING INTEREST OF THE COMPANY’S OUTSTANDING SHARES, BUY THE ENTIRE COMPANY OUTRIGHT, MERGE AN ACQUIRED COMPANY TO CREATE NEW SYNERGIES, OR ACQUIRE THE COMPANY AS A SUBSIDIARY.
TYPES OF TAKEOVERS
TAKEOVERS CAN TAKE MANY DIFFERENT FORMS. A WELCOME OR FRIENDLY TAKEOVER WILL USUALLY BE STRUCTURED AS A MERGER OR ACQUISITION. THESE GENERALLY GO SMOOTHLY BECAUSE THE BOARDS OF DIRECTORS FOR BOTH COMPANIES USUALLY CONSIDER IT A POSITIVE SITUATION. VOTING MUST STILL TAKE PLACE IN A FRIENDLY TAKEOVER. HOWEVER, WHEN THE BOARD OF DIRECTORS AND KEY SHAREHOLDERS ARE IN FAVOR OF THE TAKEOVER, TAKEOVER VOTING CAN MORE EASILY BE ACHIEVED. 
USUALLY, IN THESE CASES OF MERGERS OR ACQUISITIONS, SHARES WILL BE COMBINED UNDER ONE SYMBOL. THIS CAN BE DONE BY EXCHANGING SHARES FROM THE TARGET’S SHAREHOLDERS TO SHARES OF THE COMBINED ENTITY.
AN UNWELCOME OR HOSTILE TAKEOVER CAN BE QUITE AGGRESSIVE AS ONE PARTY IS NOT A WILLING PARTICIPANT. THE ACQUIRING FIRM CAN USE UNFAVORABLE TACTICS SUCH AS A DAWN RAID, WHERE IT BUYS A SUBSTANTIAL STAKE IN THE TARGET COMPANY AS SOON AS THE MARKETS OPEN, CAUSING THE TARGET TO LOSE CONTROL BEFORE IT REALIZES WHAT IS HAPPENING.
THE TARGET FIRM’S MANAGEMENT AND BOARD OF DIRECTORS MAY STRONGLY RESIST TAKEOVER ATTEMPTS BY IMPLEMENTING TACTICS SUCH AS A POISON PILL, WHICH ALLOWS THE TARGET’S SHAREHOLDERS TO PURCHASE MORE SHARES AT A DISCOUNT TO DILUTE THE POTENTIAL ACQUIRER’S HOLDINGS AND VOTING RIGHTS.
A REVERSE TAKEOVER HAPPENS WHEN A PRIVATE COMPANY TAKES OVER A PUBLIC ONE. THE ACQUIRING COMPANY MUST HAVE ENOUGH CAPITAL TO FUND THE TAKEOVER. REVERSE TAKEOVERS PROVIDE A WAY FOR A PRIVATE COMPANY TO GO PUBLIC WITHOUT HAVING TO TAKE ON THE RISK OR ADDED EXPENSE OF GOING THROUGH AN INITIAL PUBLIC OFFERING (IPO).
A CREEPING TAKEOVER OCCURS WHEN ONE COMPANY SLOWLY INCREASES ITS SHARE OWNERSHIP IN ANOTHER. ONCE THE SHARE OWNERSHIP GETS TO 50% OR MORE, THE ACQUIRING COMPANY IS REQUIRED TO ACCOUNT FOR THE TARGET’S BUSINESS THROUGH CONSOLIDATED FINANCIAL STATEMENT REPORTING. THE 50% LEVEL CAN THUS BE A SIGNIFICANT THRESHOLD, PARTICULARLY SINCE SOME COMPANIES MAY NOT WANT THE RESPONSIBILITIES OF CONTROLLING OWNERSHIP. AFTER THE 50% THRESHOLD HAS BEEN BREACHED, THE TARGET COMPANY SHOULD BE CONSIDERED A SUBSIDIARY.
CREEPING TAKEOVERS MAY ALSO INVOLVE ACTIVISTS WHO INCREASINGLY BUY SHARES OF A COMPANY WITH THE INTENT OF CREATING VALUE THROUGH MANAGEMENT CHANGES. AN ACTIVIST TAKEOVER WOULD LIKELY HAPPEN GRADUALLY OVER TIME.

WHAT IS A JOINT VENTURE (JV)?
A JOINT VENTURE (JV) IS A BUSINESS ARRANGEMENT IN WHICH TWO OR MORE PARTIES AGREE TO POOL THEIR RESOURCES FOR THE PURPOSE OF ACCOMPLISHING A SPECIFIC TASK. THIS TASK CAN BE A NEW PROJECT OR ANY OTHER BUSINESS ACTIVITY.
IN A JOINT VENTURE (JV), EACH OF THE PARTICIPANTS IS RESPONSIBLE FOR PROFITS, LOSSES, AND COSTS ASSOCIATED WITH IT. HOWEVER, THE VENTURE IS ITS OWN ENTITY, SEPARATE FROM THE PARTICIPANTS' OTHER BUSINESS INTERESTS.
THERE ARE THREE MAIN REASONS WHY COMPANIES FORM JOINT VENTURES:
LEVERAGE RESOURCES
A JOINT VENTURE CAN TAKE ADVANTAGE OF THE COMBINED RESOURCES OF BOTH COMPANIES TO ACHIEVE THE GOAL OF THE VENTURE. ONE COMPANY MIGHT HAVE A WELL-ESTABLISHED MANUFACTURING PROCESS, WHILE THE OTHER COMPANY MIGHT HAVE SUPERIOR DISTRIBUTION CHANNELS.
COST SAVINGS
BY USING ECONOMIES OF SCALE, BOTH COMPANIES IN THE JV CAN LEVERAGE THEIR PRODUCTION AT A LOWER PER-UNIT COST THAN THEY WOULD SEPARATELY. THIS IS PARTICULARLY APPROPRIATE WITH TECHNOLOGY ADVANCES THAT ARE COSTLY TO IMPLEMENT. OTHER COST SAVINGS AS A RESULT OF A JV CAN INCLUDE SHARING ADVERTISING OR LABOR COSTS.


COMBINED EXPERTISE
TWO COMPANIES OR PARTIES FORMING A JOINT VENTURE MIGHT EACH HAVE UNIQUE BACKGROUNDS, SKILLSETS, AND EXPERTISE. WHEN COMBINED THROUGH A JV, EACH COMPANY CAN BENEFIT FROM THE OTHER'S EXPERTISE AND TALENT WITHIN THEIR COMPANY.
REGARDLESS OF THE LEGAL STRUCTURE USED FOR THE JV, THE MOST IMPORTANT DOCUMENT WILL BE THE JV AGREEMENT THAT SETS OUT ALL OF THE PARTNERS' RIGHTS AND OBLIGATIONS. THE OBJECTIVES OF THE JV, THE INITIAL CONTRIBUTIONS OF THE PARTNERS, THE DAY-TO-DAY OPERATIONS, AND THE RIGHT TO THE PROFITS, AND THE RESPONSIBILITY FOR LOSSES OF THE JV ARE ALL SET OUT IN THIS DOCUMENT. IT IS IMPORTANT TO DRAFT IT WITH CARE, TO AVOID LITIGATION DOWN THE ROAD.
SONY ERICSSON IS ANOTHER FAMOUS EXAMPLE OF A JV BETWEEN TWO LARGE COMPANIES. IN THIS CASE, THEY PARTNERED IN THE EARLY 2000S WITH THE AIM OF BEING A WORLD LEADER IN MOBILE PHONES. AFTER SEVERAL YEARS OF OPERATING AS A JV, THE VENTURE EVENTUALLY BECAME SOLELY OWNED BY SONY.
WHAT IS A STRATEGIC ALLIANCE?
A STRATEGIC ALLIANCE IS AN ARRANGEMENT BETWEEN TWO COMPANIES TO UNDERTAKE A MUTUALLY BENEFICIAL PROJECT WHILE EACH RETAINS ITS INDEPENDENCE. THE AGREEMENT IS LESS COMPLEX AND LESS BINDING THAN A JOINT VENTURE, IN WHICH TWO BUSINESSES POOL RESOURCES TO CREATE A SEPARATE BUSINESS ENTITY.
A COMPANY MAY ENTER INTO A STRATEGIC ALLIANCE TO EXPAND INTO A NEW MARKET, IMPROVE ITS PRODUCT LINE, OR DEVELOP AN EDGE OVER A COMPETITOR. THE ARRANGEMENT ALLOWS TWO BUSINESSES TO WORK TOWARD A COMMON GOAL THAT WILL BENEFIT BOTH.
THE RELATIONSHIP MAY BE SHORT- OR LONG-TERM AND THE AGREEMENT MAY BE FORMAL OR INFORMAL.
ADVANTAGES AND DISADVANTAGES OF A JOINT ALLIANCE
STRATEGIC ALLIANCES CAN BE FLEXIBLE AND SOME OF THE BURDENS THAT A JOINT VENTURE COULD INCLUDE. THE TWO FIRMS DO NOT NEED TO MERGE CAPITAL AND CAN REMAIN INDEPENDENT OF ONE ANOTHER.
A STRATEGIC ALLIANCE CAN, HOWEVER, BRING ITS OWN RISKS. WHILE THE AGREEMENT IS USUALLY CLEAR FOR BOTH COMPANIES, THERE MAY BE DIFFERENCES IN HOW THE FIRMS CONDUCT BUSINESS. DIFFERENCES CAN CREATE CONFLICT. FURTHER, IF THE ALLIANCE REQUIRES THE PARTIES TO SHARE PROPRIETARY INFORMATION, THERE MUST BE TRUST BETWEEN THE TWO ALLIES.
IN A LONG-TERM STRATEGIC ALLIANCE, ONE PARTY MAY BECOME DEPENDENT ON THE OTHER. DISRUPTION OF THE ALLIANCE CAN ENDANGER THE HEALTH OF THE COMPANY.
EXAMPLE OF A STRATEGIC ALLIANCE
THE DEAL BETWEEN STARBUCKS AND BARNES & NOBLE IS A CLASSIC EXAMPLE OF A STRATEGIC ALLIANCE. STARBUCKS BREWS THE COFFEE. BARNES & NOBLE STOCKS THE BOOKS. BOTH COMPANIES DO WHAT THEY DO BEST WHILE SHARING THE COSTS OF SPACE TO THE BENEFIT OF BOTH COMPANIES.
STRATEGIC ALLIANCES CAN COME IN MANY SIZES AND FORMS:
· AN OIL AND NATURAL GAS COMPANY MIGHT FORM A STRATEGIC ALLIANCE WITH A RESEARCH LABORATORY TO DEVELOP MORE COMMERCIALLY VIABLE RECOVERY PROCESSES.
· A CLOTHING RETAILER MIGHT FORM A STRATEGIC ALLIANCE WITH A SINGLE MANUFACTURER TO ENSURE CONSISTENT QUALITY AND SIZING.
· A WEBSITE COULD FORM A STRATEGIC ALLIANCE WITH AN ANALYTICS COMPANY TO IMPROVE ITS MARKETING EFFORTS.
BUSINESS SUSTAINABILITY:
SUSTAINABILITY CHALLENGES IN BUSINESS 
ANY CORPORATE SUSTAINABILITY INITIATIVE HAS TO BALANCE ITS IMPACT ON THREE THINGS: PEOPLE, PLANET, AND PROFIT. THIS CONCEPT IS KNOWN AS THE TRIPLE BOTTOM LINE, AND IT SHAPES THE ENVIRONMENTAL EFFORTS FOR MANY CORPORATIONS WORLDWIDE. 
1. IMPROVED ENVIRONMENTAL SUSTAINABILITY IS NOT VALUED IN INTERNAL CAPITAL ALLOCATION DECISIONS 
COMPANIES OFTEN LACK THE INTERNAL MECHANISMS TO PROPERLY VALUE THE BENEFITS OF MANAGING ENVIRONMENTAL SUSTAINABILITY, SUCH AS REDUCED EXPOSURE TO ENERGY PRICE VOLATILITY, WATER RISKS AND OTHER ENVIRONMENTAL IMPACTS OF OPERATIONS AND SUPPLY CHAINS. 
2. THE GOALS OF CORPORATE SUSTAINABILITY TEAMS AND FINANCIAL TEAMS ARE NOT WELL-ALIGNED 
DIVERGENT PRIORITIES MEAN THAT SUSTAINABILITY TEAMS AND FINANCIAL TEAMS OFTEN DO NOT EFFECTIVELY ENGAGE EACH OTHER. AS A RESULT, SUSTAINABILITY TEAMS ARE BROUGHT INTO PROJECT PLANNING TOO LATE TO INFLUENCE PROJECT DESIGN AND CANNOT MAKE AN EFFECTIVE CASE TO FINANCIAL DECISION MAKERS. 
3. COMPANIES LACK METRICS TO ACCOUNT FOR EXTERNAL ENVIRONMENTAL COSTS 
WITHOUT A CLEAR METHOD TO PRICE EXTERNAL COSTS, SUCH AS THE RISK OF CLIMATE CHANGE TO SOCIETY, COMPANIES CAN'T FACTOR THESE "EXPENSES" INTO THEIR TRADITIONAL DECISION-MAKING. COMPANIES MAY FIND THEY ARE NOT FULLY COGNIZANT OF THE REAL COSTS AND RISKS ASSOCIATED WITH THEIR INVESTMENTS OVER TIME. 
4. ENVIRONMENTAL FACTORS, SUCH AS CLIMATE CHANGE AND WATER SCARCITY, ARE NOT BEING FULLY INTEGRATED INTO LONG-TERM BUSINESS STRATEGY 
AS A RESULT, COMPANIES OFTEN MISS OPPORTUNITIES TO IMPROVE FINANCIAL PERFORMANCE THROUGH ENVIRONMENTAL IMPROVEMENTS IN PROCESSES AND PRODUCT LINES. 
CHALLENGES TO BEING SUSTAINABLE, AND HOW TO OVERCOME THEM: 
COMMON BARRIERS BUSINESSES FACE WHEN STRIVING TO BECOME MORE SUSTAINABLE, ALONG WITH HOW TO OVERCOME THEM: 
SENIOR SUPPORT: 
–ISSUE: BECOMING A SUSTAINABLE BUSINESS REQUIRES SENIOR-LEVEL BUY IN – AND SOME OF YOUR SENIOR TEAM MAY BE MORE SUPPORTIVE THAN OTHERS. 
–SOLUTION: ADD SUSTAINABILITY GOALS INTO THE PERSONAL OBJECTIVES OF SENIOR EMPLOYEES TO ENSURE EVERYONE IS ACCOUNTABLE FOR SUCCESSFULLY DRIVING CHANGE. 
 EMPLOYEE ENGAGEMENT: 
–ISSUE: INITIATING POSITIVE CHANGE WILL HAVE A MUCH GREATER CHANCE OF SUCCESS IF EMPLOYEES FEEL PROUD AND ENGAGED. 
–SOLUTION: APPOINT AN INDIVIDUAL OR CREATE A TEAM TO BE THE KEY INSTIGATOR(S) TO DRIVE POSITIVE CHANGE IN THE BUSINESS. THESE AMBASSADORS CAN INSPIRE AND SECURE COMMITMENT FROM THE REST OF THE COMPANY. LISTEN TO WHAT MOTIVATES YOUR EMPLOYEES: IF YOUR EMPLOYEES TELL YOU THAT VOLUNTEERING IS IMPORTANT TO THEM, ENCOURAGE IT – AND ORGANIZE A COMPANY-WIDE VOLUNTEERING DAY, LIKE THE ROYAL BANK OF CANADA AND TELUS DO ANNUALLY. FOR CSR INITIATIVES, CONSIDER POLLING EMPLOYEES TO SEE WHICH CAUSES REALLY MATTER TO THEM. 
COST: 
–ISSUE: FUNDAMENTALLY, BUSINESSES ARE DESIGNED TO MAKE MONEY – AND INTRODUCING SUSTAINABILITY INITIATIVES USUALLY COMES AT A COST. –SOLUTION: SEEING COST AS A BARRIER IS A SHORT-TERM VIEW. SUSTAINABILITY PROGRAMS CAN IMPROVE THE EFFICIENCY OF A BUSINESS, WHICH SAVES COSTS IN THE LONG RUN. BEING SUSTAINABLE WILL BE RECEIVED POSITIVELY BY CUSTOMERS, WHICH COULD ENHANCE THE NUMBER OF REFERRALS OR REPEAT BUSINESS YOU RECEIVE. 
METRICS: 
–ISSUE: WITHOUT A REGULATORY BODY, IT’S DIFFICULT TO DETERMINE WHAT TO MEASURE. SUSTAINABILITY INITIATIVES ARE PARTICULARLY CHALLENGING AS THEY OFTEN AFFECT SOCIETY AT A MACRO-LEVEL, WHICH CANNOT ALWAYS BE QUANTIFIED. –SOLUTION: WITH SO MANY METRICS TO CONSIDER, IT’S IMPORTANT TO DETERMINE YOUR OBJECTIVES UPFRONT. BRING IN A CONSULTANT TO HELP YOU DECIDE WHICH CHANGES WOULD MAKE THE BIGGEST IMPACT. WRITE A PLAN OF ACTION, DETAILING YOUR GOALS AND HOW YOU’RE GOING TO ACHIEVE THEM – AND DELIVER IT. MAKE SURE YOUR GOALS ARE MANAGEABLE, WITH REALISTIC DELIVERABLES TO BE MET EVERY SIX MONTHS, TO HELP YOU STAY ON TARGET. 
SUPPLIERS: 
–ISSUE: IDENTIFYING SUPPLIERS THAT MATCH YOUR BUSINESS NEEDS AS WELL AS YOUR SUSTAINABLE VALUES IS TIME CONSUMING AND DIFFICULT. –SOLUTION: KEEP THE PROCESS SIMPLE. IF YOU HAVE LONG-STANDING RELATIONSHIPS WITH SUPPLIERS THAT POTENTIALLY HAVE THE CAPABILITIES TO IMPLEMENT POSITIVE CHANGE IN STRIDE WITH YOUR COMPANY THEN BRING THE CONVERSATION TO THE TABLE. IF THEY ARE UNABLE OR UNWILLING TO CHANGE, SPEND TIME FINDING AN ORGANIZATION THAT IS ALIGNED WITH YOUR GOALS – YOU’LL BENEFIT IN THE LONG TERM. 
CONSUMERS DON’T CARE: 
–ISSUE: CONSUMERS DO NOT CONSISTENTLY COMMUNICATE THEIR DESIRE FOR SUSTAINABLE PRODUCTS WHEN EXERCISING THEIR PURCHASING POWER. –SOLUTION: TIMES ARE CHANGING – AND THERE IS A CONSCIOUS SHIFT IN CONSUMER ATTITUDES TOWARDS SUSTAINABLE PRODUCTS. THIS IS ESPECIALLY TRUE IN THE AGRICULTURE AND HOUSEHOLD GOODS INDUSTRIES. PAUL POLMAN, CHIEF EXECUTIVE AT UNILEVER, IS CHANGING THE STATUS QUO THROUGH THE DEVELOPMENT OF A “SUSTAINABLE LIVING PLAN,” WITH THE AMBITION TO “IMPROVE THE LIVES OF THE WORLD’S CITIZENS AND COME UP WITH GENUINE SUSTAINABLE SOLUTIONS.” POLMAN IS SMART: HE IS BOLDLY DRIVING CHANGE BEFORE HIS COMPETITORS, AND HE’LL WIN CONSUMER LOYALTIES AS A CONSEQUENCE. 
THE CONCEPT OF A SUSTAINABLE BUSINESS IS STILL IN ITS INFANCY AND UNDOUBTEDLY METRICS AND METHODOLOGIES FOR MEASURING SUSTAINABILITY WILL BECOME MORE SOPHISTICATED OVER TIME. IN TERMS OF BARRIERS, YOU’LL INEVITABLY FACE CHALLENGES WHEN INTRODUCING CHANGE. HOWEVER ANY BARRIERS ARE SHORT-TERM AND CAN BE OVERCOME IF YOU’RE SERIOUS ABOUT BECOMING SUSTAINABLE

CRISIS 
A SUDDEN AND UNEXPECTED EVENT LEADING TO MAJOR UNREST AMONGST THE INDIVIDUALS AT THE WORKPLACE IS CALLED AS ORGANIZATION CRISIS. IN OTHER WORDS, CRISIS IS DEFINED AS ANY EMERGENCY SITUATION WHICH DISTURBS THE EMPLOYEES AS WELL AS LEADS TO INSTABILITY IN THE ORGANIZATION. CRISIS AFFECTS AN INDIVIDUAL, GROUP, ORGANIZATION OR SOCIETY ON THE WHOLE.
CHARACTERISTICS OF CRISIS 
1. CRISIS IS A SEQUENCE OF SUDDEN DISTURBING EVENTS HARMING THE ORGANIZATION. 
2. CRISIS GENERALLY ARISES ON A SHORT NOTICE. 
3. CRISIS TRIGGERS A FEELING OF FEAR AND THREAT AMONGST THE INDIVIDUALS. 
CRISIS MANAGEMENT 
THE ART OF DEALING WITH SUDDEN AND UNEXPECTED EVENTS WHICH DISTURBS THE EMPLOYEES, ORGANIZATION AS WELL AS EXTERNAL CLIENTS REFERS TO CRISIS MANAGEMENT. 
THE PROCESS OF HANDLING UNEXPECTED AND SUDDEN CHANGES IN ORGANIZATION CULTURE IS CALLED AS CRISIS MANAGEMENT. 
NEED FOR CRISIS MANAGEMENT

1. CRISIS MANAGEMENT PREPARES THE INDIVIDUALS TO FACE UNEXPECTED DEVELOPMENTS AND ADVERSE CONDITIONS IN THE ORGANIZATION WITH COURAGE AND DETERMINATION. 
2. EMPLOYEES ADJUST WELL TO THE SUDDEN CHANGES IN THE ORGANIZATION. 
3. EMPLOYEES CAN UNDERSTAND AND ANALYZE THE CAUSES OF CRISIS AND COPE WITH IT IN THE BEST POSSIBLE WAY. 

4. CRISIS MANAGEMENT HELPS THE MANAGERS TO DEVISE STRATEGIES TO COME OUT OF UNCERTAIN CONDITIONS AND ALSO DECIDE ON THE FUTURE COURSE OF ACTION. 
5. CRISIS MANAGEMENT HELPS THE MANAGERS TO FEEL THE EARLY SIGNS OF CRISIS, WARN THE EMPLOYEES AGAINST THE AFTERMATHS AND TAKE NECESSARY PRECAUTIONS FOR THE SAME. 

TYPES OF CRISIS 
CRISIS REFERS TO SUDDEN UNPLANNED EVENTS WHICH CAUSE MAJOR DISTURBANCES IN THE ORGANIZATION AND TRIGGER A FEELING OF FEAR AND THREAT AMONGST THE EMPLOYEES. 
FOLLOWING ARE THE TYPES OF CRISIS:


NATURAL CRISIS

1. DISTURBANCES IN THE ENVIRONMENT AND NATURE LEAD TO NATURAL CRISIS. 
2. SUCH EVENTS ARE GENERALLY BEYOND THE CONTROL OF HUMAN BEINGS. 
3. TORNADOES, EARTHQUAKES, HURRICANES, LANDSLIDES, TSUNAMIS, FLOOD, DROUGHT ALL RESULT IN NATURAL DISASTER. 

TECHNOLOGICAL CRISIS

1. TECHNOLOGICAL CRISIS ARISES AS A RESULT OF FAILURE IN TECHNOLOGY. PROBLEMS IN THE OVERALL SYSTEMS LEAD TO TECHNOLOGICAL CRISIS. 
2. BREAKDOWN OF MACHINE, CORRUPTED SOFTWARE AND SO ON GIVE RISE TO TECHNOLOGICAL CRISIS. 

CONFRONTATION CRISIS

1. CONFRONTATION CRISES ARISE WHEN EMPLOYEES FIGHT AMONGST THEMSELVES. INDIVIDUALS DO NOT AGREE TO EACH OTHER AND EVENTUALLY DEPEND ON NON-PRODUCTIVE ACTS LIKE BOYCOTTS, STRIKES FOR INDEFINITE PERIODS AND SO ON. 
2. IN SUCH A TYPE OF CRISIS, EMPLOYEES DISOBEY SUPERIORS; GIVE THEM ULTIMATUMS AND FORCE THEM TO ACCEPT THEIR DEMANDS. 
3. INTERNAL DISPUTES, INEFFECTIVE COMMUNICATION AND LACK OF COORDINATION GIVE RISE TO CONFRONTATION CRISIS. 

CRISIS OF MALEVOLENCE

1. ORGANIZATIONS FACE CRISIS OF MALEVOLENCE WHEN SOME NOTORIOUS EMPLOYEES TAKE THE HELP OF CRIMINAL ACTIVITIES AND EXTREME STEPS TO FULFILL THEIR DEMANDS. 
2. ACTS LIKE KIDNAPPING COMPANY’S OFFICIALS, FALSE RUMOURS ALL LEAD TO CRISIS OF MALEVOLENCE. 







TALENT MANAGEMENT
DEFINITION: TALENT MANAGEMENT IS THE SYSTEMATIC PROCESS OF IDENTIFYING THE VACANT POSITION, HIRING THE SUITABLE PERSON, DEVELOPING THE SKILLS AND EXPERTISE OF THE PERSON TO MATCH THE POSITION AND RETAINING HIM TO ACHIEVE LONG-TERM BUSINESS OBJECTIVES.
TALENT MANAGEMENT PROCESS MODEL


[image: Talent Management Process Model]


1. PLANNING: PLANNING IS THE INITIAL STEP IN THE PROCESS OF TALENT MANAGEMENT. IT INVOLVES THE FOLLOWING:
. IDENTIFYING THE HUMAN CAPITAL REQUIREMENT.
. DEVELOPING THE JOB DESCRIPTION AND KEY ROLES.
. PROPOSING A WORKFORCE PLAN FOR RECRUITMENT.
· ATTRACTING: DECIDING WHETHER THE SOURCE OF RECRUITMENT SHOULD BE INTERNAL OR EXTERNAL AND SEEKING FOR THE SUITABLE INDIVIDUALS TO FILL IN THE VACANT POSITIONS THROUGH:
. JOB PORTALS SUCH AS NAUKRI.COM, TIMESJOB.COM, ETC.
. SOCIAL NETWORK SUCH AS LINKEDIN AND TWITTER.
. REFERRALS.
· SELECTING: RECRUITING AND SELECTING THE PERSONNEL. IT INVOLVES THE FOLLOWING STEPS:
. SCHEDULING WRITTEN TEST AND INTERVIEWS.
. SCRUTINIZING THE MOST SUITABLE CANDIDATE FOR THE PROFILE.
· DEVELOPING: IN THIS STAGE, THE EMPLOYEE IS PREPARED ACCORDING TO AND FOR THE ORGANIZATION AND THE PROFILE. FOLLOWING ARE THE STEPS INVOLVED IN THE PROCESS:
. CARRYING OUT AN ONBOARDING PROGRAMME OR AN ORIENTATION PROGRAMME.
. ENHANCING THE SKILLS, APTITUDE AND PROFICIENCY OF THE PERSONNEL TO MATCH THE PROFILE.
. COUNSELLING, GUIDING, COACHING, EDUCATING, MENTORING EMPLOYEES AND JOB ROTATION.
· RETAINING: EMPLOYEE RETENTION IS ESSENTIAL FOR ANY ORGANIZATIONAL EXISTENCE AND SURVIVAL. FOLLOWING ARE THE WAYS OF EMPLOYEE RETENTION:
. PROMOTIONS AND INCREMENTS.
. PROVIDING OPPORTUNITIES FOR GROWTH BY HANDING OVER SPECIAL PROJECTS.
. PARTICIPATIVE DECISION MAKING.
. TEACHING NEW JOB SKILLS.
. IDENTIFYING THE INDIVIDUAL’S CONTRIBUTION AND EFFORTS.
· TRANSITIONING: TALENT MANAGEMENT AIMS AT THE OVERALL TRANSFORMATION OF THE EMPLOYEES TO ACHIEVE THE ORGANIZATIONAL VISION. IT CAN BE DONE THROUGH:
. RETIREMENT BENEFITS TO EMPLOYEES.
. CONDUCTING EXIT INTERVIEWS.
. SUCCESSION PLANNING OR INTERNAL PROMOTIONS.



BENEFITS OF TALENT MANAGEMENT
BENEFITS OF TALENT MANAGEMENT FOR THE ORGANIZATION
· STRATEGIC TALENT MANAGEMENT RESULTS IN THE ACCOMPLISHMENT OF ORGANIZATIONAL VISION.
· FILTRATION OF TALENTED EMPLOYEES AND RETAINING OF THE FINEST ONES IS POSSIBLE.
· TALENT MANAGEMENT STRENGTHENS THE ORGANIZATIONAL STRUCTURE BY BUILDING STRONG HUMAN CAPITAL.
· IT HELPS THE ORGANIZATION TO SUCCEED OVER ITS COMPETITORS AND ESTABLISH A STRONG PRESENCE IN THE MARKET.
· IT BUILDS UP A GOOD REPUTATION OF THE COMPANY AMONG THE JOB SEEKERS.
· IT LEADS TO IMPROVED PARTICIPATIVE DECISION MAKING BY THE MANAGEMENT.
· IT DIRECTS CONTINUOUS IMPROVEMENT IN ORGANIZATIONAL PERFORMANCE MAKING IT MORE EFFICIENT AND EFFECTIVE.
BENEFITS OF TALENT MANAGEMENT FOR EMPLOYEES
· TALENT MANAGEMENT INITIATES A POSITIVE ENVIRONMENT IN THE ORGANIZATION WHERE EMPLOYEES EXPERIENCE JOB SATISFACTION.
· EMPLOYEES GET A CHANCE OF LEARNING AND IMPROVING THEMSELVES WHICH MOTIVATES THEM TO PERFORM BETTER.
· THE TRAINING AND DEVELOPMENT PROGRAMMES HELP THE EMPLOYEES TO LEARN SOMETHING NEW, ENHANCING THEIR PERSONAL SKILLS AND KNOWLEDGE.
· THE ORGANIZATION FOCUSES ON AN INDIVIDUAL’S GROWTH AND BETTERMENT HENCE EMPLOYEES DEVELOP A FEELING OF BEING CARED FOR AND BELONGINGNESS FOR THE ORGANIZATION.
· THE EMPLOYEES REMAIN ASSOCIATED WITH THE ORGANIZATION FOR A LONG-TERM PERIOD.
· RECOGNITION AND REWARDS LIFT UP THE EMPLOYEE’S CONFIDENCE LEVEL.
· THE RIGOROUS LEARNING, ADDS ON TO THE EXPERIENCE OF THE EMPLOYEES.





TRIPLE BOTTOM LINE:
TRIPLE BOTTOM LINE (OR OTHERWISE NOTED AS TBL OR 3BL) IS AN ACCOUNTING FRAMEWORK WITH THREE PARTS: SOCIAL, ENVIRONMENTAL (OR ECOLOGICAL) AND FINANCIAL. MANY ORGANIZATIONS HAVE ADOPTED THE TBL FRAMEWORK TO EVALUATE THEIR PERFORMANCE IN A BROADER PERSPECTIVE TO CREATE GREATER BUSINESS VALUE. THE TERM WAS COINED BY JOHN ELKINGTON IN 1994.

IN TRADITIONAL BUSINESS ACCOUNTING AND COMMON USAGE, THE "BOTTOM LINE" REFERS TO EITHER THE "PROFIT" OR "LOSS", WHICH IS USUALLY RECORDED AT THE VERY BOTTOM LINE ON A STATEMENT OF REVENUE AND EXPENSES. OVER THE LAST 50 YEARS, ENVIRONMENTALISTS AND SOCIAL JUSTICE ADVOCATES HAVE STRUGGLED TO BRING A BROADER DEFINITION OF BOTTOM LINE INTO PUBLIC CONSCIOUSNESS BY INTRODUCING FULL COST ACCOUNTING. FOR EXAMPLE, IF A CORPORATION SHOWS A MONETARY PROFIT, BUT THEIR ASBESTOS MINE CAUSES THOUSANDS OF DEATHS FROM ASBESTOSIS, AND THEIR COPPER MINE POLLUTES A RIVER, AND THE GOVERNMENT ENDS UP SPENDING TAXPAYER MONEY ON HEALTH CARE AND RIVER CLEAN-UP, HOW DO WE PERFORM A FULL SOCIETAL COST BENEFIT ANALYSIS? THE TRIPLE BOTTOM LINE ADDS TWO MORE "BOTTOM LINES": SOCIAL AND ENVIRONMENTAL (ECOLOGICAL) CONCERNS. WITH THE RATIFICATION OF THE UNITED NATIONS AND ICLEI TBL STANDARD FOR URBAN AND COMMUNITY ACCOUNTING IN EARLY 2007, THIS BECAME THE DOMINANT APPROACH TO PUBLIC SECTOR FULL COST ACCOUNTING. SIMILAR UN STANDARDS APPLY TO NATURAL CAPITAL AND HUMAN CAPITAL MEASUREMENT TO ASSIST IN MEASUREMENTS REQUIRED BY TBL, E.G. THE ECO BUDGET STANDARD FOR REPORTING ECOLOGICAL FOOTPRINT. THE TBL SEEMS TO BE FAIRLY WIDESPREAD IN SOUTH AFRICAN MEDIA, AS FOUND IN A 1990–2008 STUDY OF WORLDWIDE NATIONAL NEWSPAPERS.

THE PHRASE "TRIPLE BOTTOM LINE" WAS ARTICULATED MORE FULLY BY JOHN ELKINGTON IN HIS 1997 BOOK CANNIBALS WITH FORKS: THE TRIPLE BOTTOM LINE OF 21ST CENTURY BUSINESS. A TRIPLE BOTTOM LINE INVESTING GROUP ADVOCATING AND PUBLICIZING THESE PRINCIPLES WAS FOUNDED IN 1998 BY ROBERT J. RUBINSTEIN.

FOR REPORTING THEIR EFFORTS COMPANIES MAY DEMONSTRATE THEIR COMMITMENT TO CORPORATE SOCIAL RESPONSIBILITY (CSR) THROUGH THE FOLLOWING:
TOP-LEVEL INVOLVEMENT (CEO, BOARD OF DIRECTORS)
POLICY INVESTMENTS
PROGRAMS
SIGNATORIES TO VOLUNTARY STANDARDS
PRINCIPLES (UN GLOBAL COMPACT-CERES PRINCIPLES)
REPORTING (GLOBAL REPORTING INITIATIVE)
THE THREE BOTTOM LINES

PEOPLE, THE SOCIAL EQUITY BOTTOM LINE
THE PEOPLE, SOCIAL EQUITY, OR HUMAN CAPITAL BOTTOM LINE PERTAINS TO FAIR AND BENEFICIAL BUSINESS PRACTICES TOWARD LABOUR AND THE COMMUNITY AND REGION IN WHICH A CORPORATION CONDUCTS ITS BUSINESS. A TBL COMPANY CONCEIVES A RECIPROCAL SOCIAL STRUCTURE IN WHICH THE WELL-BEING OF CORPORATE, LABOUR AND OTHER STAKEHOLDER INTERESTS ARE INTERDEPENDENT.

PLANET, THE ENVIRONMENTAL BOTTOM LINE
THE PLANET, ENVIRONMENTAL BOTTOM LINE, OR NATURAL CAPITAL BOTTOM LINE REFERS TO SUSTAINABLE ENVIRONMENTAL PRACTICES. A TBL COMPANY ENDEAVORS TO BENEFIT THE NATURAL ORDER AS MUCH AS POSSIBLE OR AT THE LEAST DO NO HARM AND MINIMIZE ENVIRONMENTAL IMPACT. A TBL ENDEAVOR REDUCES ITS ECOLOGICAL FOOTPRINT BY, AMONG OTHER THINGS, CAREFULLY MANAGING ITS CONSUMPTION OF ENERGY AND NON-RENEWABLES AND REDUCING MANUFACTURING WASTE AS WELL AS RENDERING WASTE LESS TOXIC BEFORE DISPOSING OF IT IN A SAFE AND LEGAL MANNER. "CRADLE TO GRAVE" IS UPPERMOST IN THE THOUGHTS OF TBL MANUFACTURING BUSINESSES, WHICH TYPICALLY CONDUCT A LIFE CYCLE ASSESSMENT OF PRODUCTS TO DETERMINE WHAT THE TRUE ENVIRONMENTAL COST IS FROM THE GROWTH AND HARVESTING OF RAW MATERIALS TO MANUFACTURE TO DISTRIBUTION TO EVENTUAL DISPOSAL BY THE END USER.

PROFIT, THE ECONOMIC BOTTOM LINE
THE PROFIT OR ECONOMIC BOTTOM LINE DEALS WITH THE ECONOMIC VALUE CREATED BY THE ORGANIZATION AFTER DEDUCTING THE COST OF ALL INPUTS, INCLUDING THE COST OF THE CAPITAL TIED UP. IT THEREFORE DIFFERS FROM TRADITIONAL ACCOUNTING DEFINITIONS OF PROFIT. IN THE ORIGINAL CONCEPT, WITHIN A SUSTAINABILITY FRAMEWORK, THE "PROFIT" ASPECT NEEDS TO BE SEEN AS THE REAL ECONOMIC BENEFIT ENJOYED BY THE HOST SOCIETY. IT IS THE REAL ECONOMIC IMPACT THE ORGANIZATION HAS ON ITS ECONOMIC ENVIRONMENT. THIS IS OFTEN CONFUSED TO BE LIMITED TO THE INTERNAL PROFIT MADE BY A COMPANY OR ORGANIZATION (WHICH NEVERTHELESS REMAINS AN ESSENTIAL STARTING POINT FOR THE COMPUTATION). THEREFORE, AN ORIGINAL TBL APPROACH CANNOT BE INTERPRETED AS SIMPLY TRADITIONAL CORPORATE ACCOUNTING PROFIT PLUS SOCIAL AND ENVIRONMENTAL IMPACTS UNLESS THE "PROFITS" OF OTHER ENTITIES ARE INCLUDED AS A SOCIAL BENEFIT.




ISSUES OF VUCA IN PRODUCT MANAGEMENT:
IN MOST COMPANIES, DEVELOPING NEW PRODUCTS IS A CRITICAL COMPONENT OF STRATEGY. MANY COMPANIES ARE FINDING THIS TO BE MORE AND MORE DIFFICULT AS THEIR ENVIRONMENT INCREASES IN VUCA. ACCORDING TO JOHANSEN, VOLATILITY IS COUNTERED BY VISION, UNCERTAINTY IS COUNTERED BY UNDERSTANDING, COMPLEXITY IS COUNTERED BY CLARITY, AND AMBIGUITY IS COUNTERED BY AGILITY. 
PRICING STRATEGIES
PRICING IS THE PROCESS WHEREBY A BUSINESS SETS THE PRICE AT WHICH IT WILL SELL ITS PRODUCTS AND SERVICES, AND MAY BE PART OF THE BUSINESS'S MARKETING PLAN. IN SETTING PRICES, THE BUSINESS WILL TAKE INTO ACCOUNT THE PRICE AT WHICH IT COULD ACQUIRE THE GOODS, THE MANUFACTURING COST, THE MARKET PLACE, COMPETITION, MARKET CONDITION, BRAND, AND QUALITY OF PRODUCT
THE OBJECTIVES OF PRICING SHOULD CONSIDER:
• THE FINANCIAL GOALS OF THE COMPANY (I.E. PROFITABILITY)
• THE FIT WITH MARKETPLACE REALITIES.
• THE EXTENT TO WHICH THE PRICE SUPPORTS A PRODUCT'S MARKET POSITIONING AND BE CONSISTENT WITH THE OTHER VARIABLES IN THE MARKETING MIX
PRICE IS INFLUENCED BY THE TYPE OF DISTRIBUTION CHANNEL USED, THE TYPE OF PROMOTIONS USED, AND THE QUALITY OF THE PRODUCT. WHERE MANUFACTURING IS EXPENSIVE, DISTRIBUTION IS EXCLUSIVE, AND THE PRODUCT IS SUPPORTED BY EXTENSIVE ADVERTISING AND PROMOTIONAL CAMPAIGNS, THEN PRICES ARE LIKELY TO BE HIGHER. PRICE CAN ACT AS A SUBSTITUTE FOR PRODUCT QUALITY, EFFECTIVE PROMOTIONS, OR AN ENERGETIC SELLING EFFORT BY DISTRIBUTORS IN CERTAIN MARKETS.
1. OPERATIONS-ORIENTED PRICING: WHERE THE OBJECTIVE IS TO OPTIMIZE PRODUCTIVE CAPACITY, TO ACHIEVE OPERATIONAL EFFICIENCIES OR TO MATCH SUPPLY AND DEMAND THROUGH VARYING PRICES. IN SOME CASES, PRICES MIGHT BE SET TO DE-MARKET 
2. REVENUE-ORIENTED PRICING: (ALSO KNOWN AS PROFIT-ORIENTED PRICING OR COST-BASED PRICING) - WHERE THE MARKETER SEEKS TO MAXIMIZE THE PROFITS (I.E., THE SURPLUS INCOME OVER COSTS) OR SIMPLY TO COVER COSTS AND BREAK EVEN FOR EXAMPLE, DYNAMIC PRICING (ALSO KNOWN AS YIELD MANAGEMENT IS A FORM OF REVENUE ORIENTED PRICING.
3. CUSTOMER-ORIENTED PRICING: WHERE THE OBJECTIVE IS TO MAXIMIZE THE NUMBER OF CUSTOMERS; ENCOURAGE CROSS-SELLING OPPORTUNITIES OR TO RECOGNIZE DIFFERENT LEVELS.
4. VALUE-BASED PRICING: (ALSO KNOWN AS IMAGE-BASED PRICING) OCCURS WHERE THE COMPANY USES PRICES TO SIGNAL MARKET VALUE OR ASSOCIATES PRICE WITH THE DESIRED VALUE POSITION IN THE MIND OF THE BUYER. THE AIM OF VALUE-BASED PRICING IS TO REINFORCE THE OVERALL POSITIONING STRATEGY E.G. PREMIUM PRICING POSTURE TO PURSUE OR MAINTAIN A LUXURY IMAGE
5. RELATIONSHIP-ORIENTED PRICING: WHERE THE MARKETER SETS PRICES IN ORDER TO BUILD OR MAINTAIN RELATIONSHIPS WITH EXISTING OR POTENTIAL CUSTOMERS
6. SOCIALLY-ORIENTED PRICING: WHERE THE OBJECTIVE IS TO ENCOURAGE OR DISCOURAGE SPECIFIC SOCIAL ATTITUDES AND BEHAVIOURS. E.G. HIGH TARIFFS ON TOBACCO TO DISCOURAGE SMOKING.
PROMOTION
IN MARKETING, PROMOTION IS ADVERTISING A PRODUCT OR BRAND, GENERATING SALES, AND CREATING BRAND LOYALTY. IT IS ONE OF THE FOUR BASIC ELEMENTS OF THE MARKET MIX, WHICH INCLUDES THE FOUR P'S: PRICE, PRODUCT, PROMOTION, AND PLACE. PROMOTION IS ALSO DEFINED AS ONE OF FIVE PIECES IN THE PROMOTIONAL MIX OR PROMOTIONAL PLAN. THESE ARE PERSONAL SELLING, ADVERTISING, SALES PROMOTION, DIRECT MARKETING, AND PUBLICITY. A PROMOTIONAL MIX SPECIFIES HOW MUCH ATTENTION TO PAY TO EACH OF THE FIVE FACTORS, AND HOW MUCH MONEY TO BUDGET.
PROMOTION COVERS THE METHODS OF COMMUNICATION THAT A MARKETER USES TO PROVIDE INFORMATION ABOUT ITS PRODUCT. INFORMATION CAN BE BOTH VERBAL AND VISUAL.
TYPES OF PROMOTION
1. TRADITIONAL MEDIA
EXAMPLES OF TRADITIONAL MEDIA INCLUDE PRINT MEDIA SUCH AS NEWSPAPERS AND MAGAZINES, ELECTRONIC MEDIA SUCH AS RADIO AND TELEVISION, AND OUTDOOR MEDIA SUCH AS BANNER OR BILLBOARD ADVERTISEMENTS. EACH OF THESE PLATFORMS PROVIDES WAYS FOR BRANDS TO REACH CONSUMERS WITH ADVERTISEMENTS.
2. DIGITAL MEDIA
DIGITAL MEDIA, WHICH INCLUDES INTERNET, SOCIAL NETWORKING AND SOCIAL MEDIA SITES, IS A MODERN WAY FOR BRANDS TO INTERACT WITH CONSUMERS AS IT RELEASES NEWS, INFORMATION AND ADVERTISING FROM THE TECHNOLOGICAL LIMITS OF PRINT AND BROADCAST INFRASTRUCTURES. DIGITAL MEDIA IS CURRENTLY THE MOST EFFECTIVE WAY FOR BRANDS TO REACH THEIR CONSUMERS ON A DAILY BASIS. OVER 2.7 BILLION PEOPLE ARE ONLINE GLOBALLY, WHICH IS ABOUT 40% OF THE WORLD'S POPULATION. 67% OF ALL INTERNET USERS GLOBALLY USE SOCIAL MEDIA

3. MASS COMMUNICATION 
IT HAS LED TO MODERN MARKETING STRATEGIES TO CONTINUE FOCUSING ON BRAND AWARENESS, LARGE DISTRIBUTIONS AND HEAVY PROMOTIONS. THE FAST-PACED ENVIRONMENT OF DIGITAL MEDIA PRESENTS NEW METHODS FOR PROMOTION TO UTILIZE NEW TOOLS NOW AVAILABLE THROUGH TECHNOLOGY. WITH THE RISE OF TECHNOLOGICAL ADVANCES, PROMOTIONS CAN BE DONE OUTSIDE OF LOCAL CONTEXTS AND ACROSS GEOGRAPHIC BORDERS TO REACH A GREATER NUMBER OF POTENTIAL CONSUMERS. THE GOAL OF A PROMOTION IS THEN TO REACH THE MOST PEOPLE POSSIBLE IN A TIME EFFICIENT AND A COST EFFICIENT MANNER.
4. SOCIAL MEDIA
AS A MODERN MARKETING TOOL, OFFERS OPPORTUNITIES TO REACH LARGER AUDIENCES IN AN INTERACTIVE WAY. THESE INTERACTIONS ALLOW FOR CONVERSATION RATHER THAN SIMPLY EDUCATING THE CUSTOMER. FACEBOOK, SNAPCHAT, INSTAGRAM, TWITTER, PINTEREST, GOOGLE PLUS, TUMBLR, AS WELL AS ALTERNATE AUDIO AND MEDIA SITES LIKE SOUND CLOUD AND MIX CLOUD ALLOW USERS TO INTERACT AND PROMOTE MUSIC ONLINE WITH LITTLE TO NO COST. YOU CAN PURCHASE AND BUY AD SPACE AS WELL AS POTENTIAL CUSTOMER INTERACTIONS STORES AS LIKES, FOLLOWERS, AND CLICKS TO YOUR PAGE WITH THE USE OF THIRD PARTIES. 
STRATEGIC LEADER SHIP
STRATEGIC LEADERSHIP IS THE ABILITY OF INFLUENCING OTHERS TO VOLUNTARILY MAKE DECISIONS THAT ENHANCE THE PROSPECTS FOR THE ORGANIZATION’S LONG-TERM SUCCESS WHILE MAINTAINING LONG-TERM FINANCIAL STABILITY. DIFFERENT LEADERSHIP APPROACHES IMPACT THE VISION AND DIRECTION OF GROWTH AND THE POTENTIAL SUCCESS OF AN ORGANIZATION. TO SUCCESSFULLY DEAL WITH CHANGE, ALL EXECUTIVES NEED THE SKILLS AND TOOLS FOR BOTH STRATEGY FORMULATION AND IMPLEMENTATION. MANAGING CHANGE AND AMBIGUITY REQUIRES STRATEGIC LEADERS WHO NOT ONLY PROVIDE A SENSE OF DIRECTION, BUT WHO CAN ALSO BUILD OWNERSHIP AND ALIGNMENT WITHIN THEIR WORKGROUPS TO IMPLEMENT CHANGE.
A FEW MAIN TRAITS / CHARACTERISTICS / FEATURES / QUALITIES OF EFFECTIVE STRATEGIC LEADERS THAT DO LEAD TO SUPERIOR PERFORMANCE ARE AS FOLLOWS:
1. LOYALTY- POWERFUL AND EFFECTIVE LEADERS DEMONSTRATE THEIR LOYALTY TO THEIR VISION BY THEIR WORDS AND ACTIONS.
2. KEEPING THEM UPDATED- EFFICIENT AND EFFECTIVE LEADERS KEEP THEMSELVES UPDATED ABOUT WHAT IS HAPPENING WITHIN THEIR ORGANIZATION. THEY HAVE VARIOUS FORMAL AND INFORMAL SOURCES OF INFORMATION IN THE ORGANIZATION.
3. JUDICIOUS USE OF POWER- STRATEGIC LEADERS MAKES A VERY WISE USE OF THEIR POWER. THEY MUST PLAY THE POWER GAME SKILLFULLY AND TRY TO DEVELOP CONSENT FOR THEIR IDEAS RATHER THAN FORCING THEIR IDEAS UPON OTHERS. THEY MUST PUSH THEIR IDEAS GRADUALLY.
4. HAVE WIDER PERSPECTIVE/OUTLOOK- STRATEGIC LEADERS JUST DON’T HAVE SKILLS IN THEIR NARROW SPECIALTY BUT THEY HAVE A LITTLE KNOWLEDGE ABOUT A LOT OF THINGS.
5. MOTIVATION- STRATEGIC LEADERS MUST HAVE A ZEAL FOR WORK THAT GOES BEYOND MONEY AND POWER AND ALSO THEY SHOULD HAVE AN INCLINATION TO ACHIEVE GOALS WITH ENERGY AND DETERMINATION.
6. COMPASSION- STRATEGIC LEADERS MUST UNDERSTAND THE VIEWS AND FEELINGS OF THEIR SUBORDINATES, AND MAKE DECISIONS AFTER CONSIDERING THEM.
7. SELF-CONTROL- STRATEGIC LEADERS MUST HAVE THE POTENTIAL TO CONTROL DISTRACTING/DISTURBING MOODS AND DESIRES, I.E., THEY MUST THINK BEFORE ACTING.
8. SOCIAL SKILLS- STRATEGIC LEADERS MUST BE FRIENDLY AND SOCIAL.
9. SELF-AWARENESS- STRATEGIC LEADERS MUST HAVE THE POTENTIAL TO UNDERSTAND THEIR OWN MOODS AND EMOTIONS, AS WELL AS THEIR IMPACT ON OTHERS.
10. READINESS TO DELEGATE AND AUTHORIZE- EFFECTIVE LEADERS ARE PROFICIENT AT DELEGATION. THEY ARE WELL AWARE OF THE FACT THAT DELEGATION WILL AVOID OVERLOADING OF RESPONSIBILITIES ON THE LEADERS. THEY ALSO RECOGNIZE THE FACT THAT AUTHORIZING THE SUBORDINATES TO MAKE DECISIONS WILL MOTIVATE THEM A LOT.
11. ARTICULACY- STRONG LEADERS ARE ARTICULATE ENOUGH TO COMMUNICATE THE VISION (VISION OF WHERE THE ORGANIZATION SHOULD HEAD) TO THE ORGANIZATIONAL MEMBERS IN TERMS THAT BOOST THOSE MEMBERS.
12. CONSTANCY/ RELIABILITY- STRATEGIC LEADERS CONSTANTLY CONVEY THEIR VISION UNTIL IT BECOMES A COMPONENT OF ORGANIZATIONAL CULTURE.  

CORE COMPETENCIES:
[bookmark: _GoBack]A CORE COMPETENCY IS A CONCEPT IN MANAGEMENT THEORY INTRODUCED BY C. K. PRAHALAD AND GARY HAMEL. IT CAN BE DEFINED AS "A HARMONIZED COMBINATION OF MULTIPLE RESOURCES AND SKILLS THAT DISTINGUISH A FIRM IN THE MARKETPLACE".
EXPLANATION: 
CORE COMPETENCIES ARE THE DEFINING CHARACTERISTICS THAT MAKE A BUSINESS OR AN INDIVIDUAL STAND OUT FROM THE COMPETITION. IDENTIFYING AND EXPLOITING CORE COMPETENCIES IS SEEN AS IMPORTANT FOR A NEW BUSINESS MAKING ITS MARK OR AN ESTABLISHED COMPANY TRYING TO STAY COMPETITIVE. A COMPANY'S PEOPLE, PHYSICAL ASSETS, PATENTS, BRAND EQUITY, AND CAPITAL ALL CAN MAKE A CONTRIBUTION TO A COMPANY'S CORE COMPETENCIES.

CORE COMPETENCIES FULFILL THREE CRITERIA:
1. PROVIDES POTENTIAL ACCESS TO A WIDE VARIETY OF MARKETS.
2. SHOULD MAKE A SIGNIFICANT CONTRIBUTION TO THE PERCEIVED CUSTOMER BENEFITS OF THE END PRODUCT.
3. DIFFICULT TO IMITATE BY COMPETITORS.
FOR EXAMPLE, A COMPANY'S CORE COMPETENCIES MAY INCLUDE PRECISION MECHANICS, FINE OPTICS, AND MICROELECTRONICS. THESE HELP IT BUILD CAMERAS, BUT MAY ALSO BE USEFUL IN MAKING OTHER PRODUCTS THAT REQUIRE THESE COMPETENCIES.
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complexity

Characteristics: The situation has many
interconnected parts and variables.
Some information is available or can be
predicted, but the volume or nature of it
can be overwhelming to process.

Example: You are doing business in many
countries, all with unique regulatory
environments, tariffs, and cultural values.

Approach: Restructure, bring on or
develop specialists, and build up
resources adequate to address the
complexity.

@mbiguity

Characteristics: Causal relationships are
completely unclear. No precedents exist;
you face “unknown unknowns.”

Example: You decide to move into
immature or emerging markets or to
launch products outside your core
competencies.

Approach: Experiment. Understanding
cause and effect requires generating
hypotheses and testing them. Design your
experiments so that lessons learned can
be broadly applied.

Wwolatility

Characteristics: The challenge is
unexpected or unstable and may be of
unknown duration, but it’s not necessarily
hard to understand; knowledge about it
is often available.

Example: Prices fluctuate after a natural
disaster takes a supplier off-line.

Approach: Build in slack and devote
resources to preparedness—for instance,
stockpile inventory or overbuy talent.
These steps are typically expensive; your
investment should match the risk.

uncertainty

Characteristics: Despite a lack of other
information, the event’s basic cause and
effect are known. Change is possible but
not a given.

Example: A competitor’s pending product
launch muddies the future of the business
and the market.

Approach: Invest in information—collect,
interpret, and share it. This works best in

conjunction with structural changes, such
as adding information analysis networks,

that can reduce ongoing uncertainty.
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