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ABSTRACT

With enhanced complexities and uncertain naturersfironment, strategic flexibility has become iragiagly
importantfor sustaining the competitiveness of finm. Also all these strategic efforts without bgifocused on the
market will be futile as without this orientatiohese are sure to fall flat on their nose becaugbeofack of customer-
centric focus. This study attempts to combine tbecept of strategic flexibility with market focusegproach with a
specific focus on the automobile industry. The Zeeler segment of industry has been chosen for sasdshe car
manufacturers are reeling under the intense hehiéver-changing environment. For this extenliteeature review has
been done to find out crucial attributes of marfeetused dimensions and then these aspects areatadgnith strategic
flexibility to give a conceptual model that will lpethe automobile companies to face the environaldntbulence with
clear cut market focused approach without dilutithgir key focus areas. Study concludes with somecifip
recommendations for practitioners to enable therooimbine the market focussed approach with strateigion of the
company as it has been found that both these @spelpt the organization to deal with environmentautainty in an
effective way. This paper offers a fresh approaxlthe study of the aforementioned concepts fronoraabile sector

perspective and helps the practitioners to dedl initreased business environment dynamism effdgtive
KEYWORDS: Strategy, Flexibility, Customer, Competitor

INTRODUCTION

The phenomena of globalization, liberalization apdvatizations have literally changed the economic
environment all across the world. With increasinghtense competition, shrinking product cycles, edeated
technological breakthroughs and progressively greglbbalization, the business arena may best deritbed as being in a
chronic state of flux, with continual variation its external environment (Nadkarni, 2010). As ttiadial methods of
sustaining competitiveness edge are increasindtgriiag in accomplishing their task, companies aosv desperately
searching for the new strategies that will helpnthte cut the mustard of this newly evolved busindgsamism. Indian
automobile industry, along with other ones, is ofiehe most affected segments that have been atetwving end of
theseabrupt and hyper-agile changing conditionfadhsuch has been the pace of change in autoetrtfwdt that on every
other day customer find himself standing on theyeesf either a whole new radical invention or dréimeamprovement in
vehicles which are already a competent one by dagdards. Under this congested and overly-fiercepsition,
companies are desperately looking for the strasetpeincrease their market share without any saeridbn the quality
front. A market orientation that provides for markacused strategic flexibility to sustain compiett advantage is a

strategic solution (Javalgi et al, 2005).
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Contrary to the pre-liberalized era, today autordeolmidustry has a vast number of players chandieg tuck in
world’s 6" largest which is also expected to becorfiérBnumber by the end of this decade (Danyer, 20A8)there is
enough sales potential exists all across the cag=goanging from hatchbacks to super luxuriousaeedthe companies
are leaving no stone unturned to lure the custonTéris has resulted in fiercer competition thanreagorganizations are
finding it difficult to cope with the changes happegg at neck break speed on almost every day imiddet. And this has
actually laid the foundation of all the lime ligttat concept of flexibility is enjoying nowadaysuadly from both
academician and practitioners. Changing market itond has called upon the need to have inheraemtibility in
organization and in case of the crucial aspect dikategy; this incorporation need is even more pmilimg. Integrating
flexibility in strategic part is beneficial and itserits can be augmented by aligning this integratwvith market focused
orientation.

This research paper draws on the literature onegfia flexibility and market-focus orientation tevklop a
conceptual framework for the market-focused stiatdlgxibility for automobile companies. Then sifjoance and
implications of this conceptual model in contexotomobile industry has been discussed. As thergagonceptual, the
focus area has been limited to provide the undegljinkages and implications of the model and authicoming study

will focus on empirically testing this model.

LITERATURE REVIEW
Market-Orientation

There is wide array of literature on the markeewotation aspect though some of the important aspeate
emerged as a common theme in the extant literagliaéed to market orientation. According to Nareed Slater (1990)
market orientation consist of three behavioural gonents — customer orientation, competitor oriématnd inter-
functional coordination — and two decision criteridong term focus and profitability. While custonmsnd competitor
align the company’s focus on the micro environmémictional coordination along with long term focasd profitability
comes under the strict purview of internal strategomain of an organization. Figure 1 given bel@wpictorial

representation of the market-orientation conceptrgby aforementioned authors.

Beéhavioral Components Deecision Criteria
1. Customer Orienttion Market Orientation 1. Longberm oo
1 Competitor Orienttion 1 Profitzbility
3. Iner-functionsl
coondinztion

Sourceictorial representation of the concept given bywvsaet al (1990)

Figure 1: Market Orientation

Another board definition of market orientation Hagen given by Jaworski and Kohli (1996) who defimarket
orientation as: organization-wide generation of kearintelligence pertaining to customers, compediteand forces
affecting them, internal dissemination of the ilgeince, and reactive as well as proactive respensiss to the
intelligence. The definition is comprehensive asatrly includes all the important aspects that afiect the business
prospects of an organization with marketing ingglice as one of the cornerstones on which thisgiphy of market
orientation has been built. Also the definition emsthe crucial aspect of responsiveness, onesafdhnotations attached
with flexibility, both in reactive as well as prda@ terms. The focus of this definition is on metikg intelligence with
first part underlying the need to generate andedigsate the crucial information about the extetmadiness affecting
forces like customers and competitors while anopiat stresses on the need of dissemination ofinfasmation quick

enough to equip the organization with both reactisevell as proactive responsiveness.
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Hunt and Morgan (1995) went one step further onketaorientation concept as they advocated the gathe
analysis and use of information related to botls@né and potential customer and competitor. Thisiat inclusion of
term potential assumes more significance today thar as the auto companies are not only fightiagl twithin the
present competition but they are also wary of thighbening prospects of alternative technology ellsi. Further the

going through roof expectations of the customexehacked the competitive pressure up.

More recent researches in the market orientationaito resulted in the inclusion of myriad numbedihensions
inclusion as the notions of economic and demographvironment, suppliers, distributor etc. thougin research paper
tends to focus on the crucial component of custcanercompetition. With a close focus on these twmary forces, we
focus on the effective integration of these twaredats in the strategic decision making of the aurtzanizations. Also as
the marketing intelligence plays a basic role ioviing the insights about the competitors and @usts, its role and

significance has also been discussed at length.
Strategic Flexibility

Flexibility is a multi-dimensional concept-demangliagility and versatility; associated with changmovation
and novelty; coupled with robustness and resilieimoplying stability, sustainable advantage andatélsies that may
evolve over time (Bahrami, 1992). Similarly stratefiexibility has also been defined from wide gestives though the
crucial definition that included the notion of urdseeable changes had been given by Eppnick in. 1&&®rding to
Eppink’s definition flexibility makes an organizaiti less vulnerable to or better able to respondessfully to unforeseen
environmental changes. Also based on the intemdityshange he classified the flexibility into thrggoes: operational,

competitive and strategic. Figure 2 given belopwittorial representation of the classification givey Eppnick.

High
: Strategc
Change Competitive
Operationa
Low

Sourdeictorial representation of the concept given bpriipk (1978)
Figure 2: Intensity of Change and Flexibility

The classification provided by the Eppnick whickluded the strategic flexibility has been furtheplered by
the Aaker and Mascarenhas (1984). They associaedcdncept of flexibility of organization with itserformance.
According to them flexibility is ability of the oegization to adapt to substantial, uncertain asttdacurring (relative to
required reaction time) environmental change tlaaehmeaningful impact on the organization’s perfomoe. What is the
crucial finding from their point of view is thatel considered the substantial rate of change abtige reasons for
having the strategic flexibility. It is only becausf this compelling change the strategic flexipitomes into picture. As
the changes happening at the strategic level aresalnew company often has to resort to new optidrm®mbinations to
counter the threat emanating from the environmaatstrategic flexibility pertains to taking the imcts due to external
environment changes, they considered it as statagiability.
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Same views about resorting to the new options alwitly dismantling the old ones had been echoedhby t
Harrigan (1985) who defined strategic flexibilitg the ability of firms to reposition them in a matkchange their game
plans, or dismantle their current strategies whendustomers they serve are no longer as attraatiibey once were.
This clearly points towards scrapping the old sg#s and plans and resorting to the newer onediogoto the evolved
conditions. This means the flexibility is the atyilof the organization to quickly change its masket plans rather than
sticking with the old one. More swift is the resperof the firm towards the change, more flexiblis iat strategic level.
Example of Bajaj Corporation can be consideredis tegard which very swiftly changed its focusaaf®m scooters to
motorcycles by anticipating the change in custohtastes and preferences. In contrast, Kinetic @otilable to respond

with such swiftness and as a result had to bedbriingt of the changed environmental conditions.
INDIAN AUTOMOBILE INDUSTRY

Although in any industry the foupasts chosen and listed as below in the sectiorertakcompelling case for
their deep understanding. Automobile industry ignsicantly more prone and affected by these fortical forces.
Supplier, competitor, customer and dealership pastrplay very crucial role in deciding the longntefate of any

automobile company. Following section discuss tlueseby one.
Suppliers

Supplier is one of the most impottalements in the micro environment of a comparhese fulfill the needs
regarding the basic raw material or components rofoeganization. For a proper and smooth functiongigthe
organization; reliable and efficient suppliers r®eoof the basic prerequisites as without raw naltenr components the
supply will be badly affected. Without the propersb and support of reliable suppliers it will b#idlilt for the company
to produce the output efficiently as the cost oterial stocking will shoot up. India as a countsystill far behind the
others in management of suppliers’ aspect as tleeage inventory storage period in India is far mthv@n the other
countries. It has been pointed out that factondsdia maintained indigenous stock of 3-4 monttd imported stock of 9
months as against an average of a few hours tavereds in Japan (Balagopal, 1986). As quality ofabmpany’s product
is highly dependent upon the raw material, orgdiuima today are going one step further to investhe vendor
development. Bigwigs of the businesses are notdiggl to invest their money in order to ensuret tiheir vendors
provide the impeccable quality which in turn betgfihem in form of enhanced customer loyalty. Irtoenobile
companies, Toyota for example has taken a numbstept to ensure that the supply from its vendarstrthe stringent
quality norms set by the company. For this the camgphas chalked out some suppliers friendly stresethat help the
long term survival and competitiveness of bothghgies; Toyota and its suppliers. Annual purchagiolicy and supplier
support system are the two main features of theofBdy supplier system that has come a long waynsueng the
supremacy of Toyota in world market (Toyota Supgli013). Similarly the local supplier base soainstrumental in
pricing the product competitively and this aspectjiite significant for automobile companies whick doing their best
efforts to enhance the localization as much asilplessn car market, especially the foreign mantfeers initially got the
much abuse from the customers because of theirihigal prices. Volkswagen, Nissan, Renault, Homde. companies
struggled to price their product on the value famey side and the basic reason behind their cpstiyosition is poor rate
of localized parts. Because of the low localizatiérthe raw material and components these overseasifactures have to
rely upon the supply from the other countries whimbariably resulted in the high initial cost ofhieles because of the
import duty these parts attracted. As a resultehmanufactures were unable to price their vehioteapetitively though
the scenario today has changed completely.Hondextimple a Japanese manufacturer initially plagugdthis problem

but now is competing well in Indian market as it lsaccessfully enhanced the localization of itésplay making a strong



Market Focused Strategic Flexibility: Significanceand Implications for Indian Automobile Industry 13

supplier base in India. Today the small car fromnéen Brio comes at very competitive price startivith Rs 3.95 lakh
and more than 80% of parts localization is onehef nhain reasons behind this ultra-competitive pgdHonda Brio,
2013]. Similarly the joint venture of Renault-Nissia aiming for 90% localization of their vehiclesmponents and these
companies have already been successful in cutieghy 5-10% as they have shifted the base of swirtieeir suppliers

near to their manufacturing plant in Chennai (TlaakR013).
Customers

Customer is simply the mean of thisibess. All the activities of the business rigbinf the starting to the end
must be performed with a focus on the customerstdseand wants. This has become more important iafigaa the
wake of globalized and liberal markets where custohave a number of choices to select the onesthitat his/her need in
a best way. In fact it is not exaggerated to say today importance of customers have even swgdbge sanctity of the
God and companies are using every trick to getrenhdl the loyalty of their customers. There coulddiféerent categories
of consumers. Customers can be individual, an dzgtian, household or industry. For some businegga®rnment
institutions also makes an important part of thaltoustomer base. A battery manufacturer for exarnpn have many
different types of customers ranging from indivijuaganizational, household etc. In order to compe today’s risky
and dynamic environment company must diversify miféerent businesses as the dependence upon paeofycustomer
segment could prove fatal at any point of time.idndTobacco Company (ITC) realized this fact vesihvas it has now
successfully diversified its business from the wigi@s to other areas like hospitality, agri-busth@nd fast moving
consumer goods etc. This diversification will inddeelp the company to successfully face any evéitytuhat may arise
from the closure of one of its business area. lotkeer industries, automobile companies are burttiegmid night oil to
attract and maintain the loyalty of the custom@#h increasing number of choices in each and esegment of the car
market, companies are finding it difficult to sustthe loyalty of their customers. As a result, dgncs of the industry is
changing at very fast pace as both old and newepdafinding it equally difficult to get the custoradn their kitty. Also
the changing economic scenario has added extrayseesas the rising interest rates along with higlation has further
weakened the demand. As a result many auto conmpangeresorting to extend heavy discounts and igeekith their
cars to attract the customers. According to preksase of Maruti-Suzuki; India’s largest car mantifeer the domestic
sales of the company recorded a decline of 7.8%uawulative figure stands at 77002 units in June32€dmpared to
83531 units recorded in June 2012 (Maruti-Suzubd,3).
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Figure 3: Sales Performance of Maruti-Suzuki
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Competitors

This Era of globalization is beinpacacterized by eroded physical boundaries andaliyt any body can
compete from any part of world. The enhanced me&dm®mmunication has also increased the intenditgompetition.
Competitor today not only limited to the rival coampes directly dealing with the same category pcotiut the ambit has
gone further to include all the potential offerittiat could rival the firm in future. A competiticior a refrigerator
company not only comes in form of rival manufactsrdealing with the refrigerators but also from diker things that
compete for the discretionary income spending leyciinsumer. In this way the refrigerator manufagthias to compete
with the television, air conditioner and two-wheetrirchase also. So once the consumer decide tdheuyefrigerator
now competition begins at the level of product iefrigerator and its features. What type and sizthe refrigerator he
will select; depends upon his needs, budget and &frofferings a manufacturer comes with. Once éi@ed in on the
product type than next level of competition comegorm of brand. Which brand the customer will cbe@nd here the
importance of targeting and positioning come irgscue as these things can comprehensively infludreduyers to
decide on their final purchase. Similarly in degliwith the competition, one must have a keen aydhe potential
entrants that could harm the company’s share iardutin fact these potential competitors pose gtteratat to than the
visible rivals as these could emerge from nowherdamage the prospects of the company. The grofdtbraoputer and
internet has now posed a tremendous challengédoprint media as the newspapers have witnessep gdhaline in their
sales. The ads of various jobs, house rents esovban away the customers of newspapers classifieand they are now
struggling with their revenue part. Initially wadhown for their economies of scale mass produatiostandard products
and mass broadcasting have been the dominant robgebduction and marketing, respectively, of caneu products.
This, however, is changing in the new economy asriternet facilitates a continuous learning relatietween sellers and

customers, which is critical for sellers to achiéwmeg term business success (Pine et al, 1995).

In the context of Indian automobiidustry, there has been a sea level of changdhhandustry has witnessed
in terms of competition as today it is one of thesinfiercely contested markets in Indian businemszbn. After the
liberalization policy, many foreign manufactureet sp their shop in India against the three or fmajor players before
1990. Many companies from Japan, other than Sufarddyed into Indian market. Companies like HoriBlayota, Nissan
and now Datsun are competing in the Indian autolmdbilustry. Hyundai from South Korea as well askgwagen from
Germany have made their presence felt by offersayae good cars for Indian market. The intensityhef competition
can be ascertained from the fact that today inhiitick market there are more than 25 models to ehfsom and these
offerings have spanned across 10 manufacturerscidiee was limited to just 3-4 cars back in 90Bable 1 given below

shows the enhanced intensity of competition th&draabile companies have faced due to globalizatiwhliberalization.

Table 1: Increased Number of Options in AutomobileCategories

Car Category Options Available Today Options Available in the Past
Tata: Nano, Indica, Indica Vista
Maruti-Suzuki: Alto 800, Alto, A-Star,
Estilo, WagonR, Swift,Ritz,

Hyundai: Eon,i10,i20

Honda: Brio,Jazz

Toyota: Liva

Mahindra: VeritoVibe

Nissan: Micra

Renault: Pulse

VW: Polo

Ford: Figo

Fiat: Punto

Hatchback Maruti 800, Premeir Padmini,
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Table 1: Contd.,
Tata: Indigo, Maanza
Maruti-Suzuki: Swift Dzire, SX4,
Kizashi
Hyundai: Verna, Elantra
Honda: City, Civic
Toyota: Etios, Corolla, Camry
Mahindra: Verito
Nissan: Sunny
Renault: Scala, Fluence
VW: Vento, Passat, Jetta
Ford: Fiesta, Fieta Classic
Fiat: Linea
Tata: Sumo, Safari, Aria
Maruti-Suzuki: Ertiga, Grand Vitara
Hyundai: Santa Fe
Honda: CR-V
Toyota: Fortunner
SUV/MUV Mahindra: Bolero, Scorpio, Quanto, Maruti-Suzuki Omni
Xylo, XUV500
Nissan: Evalia
Renault: Duster
VW: Touareg
Ford: Eco Sport, Endeavour
SourceAuthor observation based on model data availabl@ ftompanies’ sites

Sedan Hindustan Motors: Ambassador

Marketing Intermediaries

Marketing intermediaries; often makithe marketing channel act as a vital link betwihe final consumers and
customers. A marketing channel is a group of irttlimis and organizations that direct the flow ofduats from producers
to customers within supply chain (Pride et al, 20I®ie company’s wholesalers, retailers, advegisigencies, media and
consulting firms etc. comes under this categorytifese play a vital role in final delivery of praduio consumers; the
company must be very careful while selecting thiesrmediaries. A wrong selection could harm thmpany’'s prospects
in a severely bad way and this could adverselycatfee long term business of organization. Depemdipon the specific
structure the market intermediary can be of différgpes.Usually as industrial products are usedebger number of
customers than consumer products, so the use &ktivag channels in industrial products is very tedi. Depending upon
the number of intermediaries between the manufactamd direct consumer, the overall process has tiegracterized. In
order to make the consistent feeling of quality andtomer friendly approach, manufacturer must tat® account the
responsibility of intermediaries. For this the doabus monitoring and motivation of the partiegaguired. Following

table 2 shows some of the motivational considenatior different types of channel partners (McGallE996).

Table 2: Motivational Considerations for Channel Manbers

For Wholesalers For Retailers For End-Product Users
Profit Product availability | Product Utility
Credit & Terms Profit Value received
Marketing programs| Credit & Terms Credit & Terms
Competitiveness Marketing progranmis  Retailer Service
Policies Competitiveness Product Info.
Training Training Guarantees
Legal & regulatory Legal & regulatory Legal & regtbry

SourdelcCalley, R.W. (1996)

In the context of Indian automohitdustry, there are three parties involved in the-step transaction process.

Manufacturer makes the cars and through the dégbarshe cars are sold to customers. There is omdyintermediary
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that connects the manufacturer to customer andehencignificantly important for the manufacturehs. fact large

dealership network provides the convenience ta@éineustomers and hence is one of the sourceswetitive edge. One
of the main reasons behind the success of Marwi#8un India is its largest dealership networktthas been spread far
and wide throughout the Indian Territory. By havihg largest dealership network company has belentalget the sales
from the most remote parts of the country including villages and small towns. In fact expansiothef dealerships has

become one of the most important emphases of mamantomobile companies who entered late in Indiarket.

Renault; one such auto makers me&adlo entry in Indian market in May 2011 with déalerships. That
number rose to 75 in November 2012 and now Rermmdtates through the network of 122 facilities asrthe India
(Renault India). Table 3 given below shows the eleshilip revamp strategy Renault has adopted aftéoridy into Indian
market on its own.

Table 3: Dealership Expansion Drive of Renault

Renault Dealership Network

May-11 | Nov-12 | Jun-13
16 100 122

SourceRenault India Private Ltd (2012)

Pictorially this growth rate has beslhown through figure 4 that clearly emphasizesfticus on the company to
build on a strong dealership network across theirgu
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Figure 4: Dealership Growth of Renault India

All these four parameters need tactetinuously scanned and carefully monitored tdenihe strategic focus
clear and precise. In fact these market-focusedpoments play an important role in long term susthility of bot
customer as well as business of an automobile ag@on.

CONCEPTUAL FRAMEWORK

The underlying linkages of this conceptual modelcér their path to the important aspects of conurstit
customers and business partners (supplier andbditsrs) of automobile companies. As the supplamnd partners are
prerequisites for long term success of any autopaomy, there addition to the model helps to fill thed of service and
quality gap which otherwise often left in the oMdkesgheme of consideration. Therefore from marketrdation we use the
components of competitor, customers, dealershipsapgliers. These four dimensions are crucial tmcessful retention
of customers in auto industry though we are ndhgubut the addition of some of the other aspeatthis model in near

future
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Strategic flexibility has to take into consideratiathe inputs provided by these critical four disiens and along
with this there is another important need to beshthe various options on both reactive and proadtint. While reactive
options hedge the organization against any dewagtahange happening in the market place, proaethgect helps the
company to leverage the opportunities by theiryedetection. Further the feedback loop has beeeddin ensure that a
proper flow of communication as well as interactoost follow throughout the process. Figure 5 giseiow represents

the conceptual framework based on the insights fitemmarket focused aspects.
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Figure 5: Conceptual Framework
DISCUSSIONS & CONCLUSIONS

Implications and complexities ofenvironmental chesmpave necessitated the use of flexibility in g\wsspect of
organization. Further the incorporation of flexlyilin strategic domain is even more necessaryhaset decisions take
place in almost unforeseeable conditions. By incmaping the flexibility aspect equips the organiaatto approach the
unfolding future via both the ways; proactive amative. Following are the guidelines incorporatafnthese will be

helpful in proving their worth in short as well lang term future for strategy makers of automobdenpanies.

e By continuous feedback on the customer front wilhldle the company to remain ahead in getting Fiestd
acquaintance with the future needs and by incotpgyahat needs-solutions organization has fairncbaof
retaining its competitive edge. Similarly the pribee part of virtue of strategy helps the organmatto keep a
strict vigil not only on the competitors’ developmteactivities but also on the potential threatsatiérnative

technology challenges.

» Similarly the focus on the another market aspeat tiklates to micro elements of suppliers and niede
intermediary will help the organization in dealwith business and tactical contingencies in addit@mtheir long
term strategic impact company’s quality and servidappliers role is not only limited to just prowid the raw
material input but actually to partner the orgaftigzain achieving its commitments on one of the amant aspect
of quality. The market focused organizations quigklakes the desired changed and even going obeofay in
order to makes its relation with supplier to a nagh. Market focused organizations no longer ttham like

external factor but suppliers are very much the gftheir overall strategic vision of the company.
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» Strategic decisions then must be made on the ¢rasgects of these four components primarily aseHhgve
significant impact on the long run performance lo& tompany. The strategy must be flexible to qyiaktlude

or phase out the pre-proposed actions and thatithca clear eye on the long term vision of the pamy.

* Another important lesson that automobile compahase to learn that results of these specific dinozissdetail
will take their own time to trickle down to variolsvels in organization. A hastening approach artsterm
rewards must be forgo in order to reap the long tleenefits associated with the organization. Furtiis whole
approach need to be integrated across the orgemzedther than limiting its scope only to marketiand

intelligence department.
LIMITATIONS & FUTURE RESEARCH

The research has its limitation in terms of beingtéd to the conceptual model only. The model psmd needs
to undergo empirical testing and then the linkaggsvell as value of each factor will be ascertaifedjuestionnaire
aimed to determine the linkages and their relatiaa been on the developmental stage. This survey fall be filled
both from both the organization as well as prospe@udience. The feedback will be then testediecafly with factor
analysis and structure equation modelling to fintitbe crucial attributes under the market focusieaensions will affect
the auto companies more and by what weightage &dtiese factors is responsible for the changeerAfiat the usability

of this model will be much more than now and itsoramendation will also have wide scope of impleratoh.
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