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Lecture - 34
OFSS

In the last class I gave you the points to answer the questions which were given in the
case studies on this I Flex. The answers were given in the form of points in fact, you
should not give it as points you should give this as a report that is this is called Q and A
report.
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Q&A Report

|-Flex Solutions (Currently Oracle
Financial Software Solution)

When you look at this Q and A report for this i-flex solutions now currently OFSS how

does the answer to the first question look like.
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1. Should OFSS sustain FLEXCUBE for its brand value or think of cannibalizing it in the next two
years?

Ans. As seen from the pie-chart below, 77% of the revenue of OFSS comes from products like
FLEXCUBE.
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See the first question. Should OFSS sustain FLEXCUBE for its brand value or think of
cannibalizing it in the next two years? This is what I we explained also, from the pie
chart below if you see, seventy seven percent of OFSS revenue comes from products like

FLEXCUBE so its a very strong contributor to the revenue.
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Operating revenue by portfolio

Currently OFSS has the strategy of maintaining FLEXCUBE as its flagship product for the next 10
years. It is also developing a New Generation Product (NGP) in order to keep pace with the changing
technology and market requirements. In the future OFSS might think of phasing out FLEXCUBE with
NGP.

In the past, OFSS had updated FLEXCUBE from C language (FCC) to Java (FCl). So the company is
competent at adapting to new technologies and market conditions.

There are some other obtions which OFSS oractices:

What is the present it is 2014 all this is information as of 2014? Possibly it has not
greatly changed, currently OFSS has the strategy of maintaining FLEXCUBE, as its
flagship products for the next 10 years so, till 2024 this FLEXCUBE they want to retain.



It is also developing a New Generation Product that is a NGP in order to keep pace with

the changing technology and market requirements.

What is the type of answer which was given to this first question we said cannibalize it
through versioning. This is the expansion on this. In the future OFSS might think of
phasing out FLEXCUBE with NGP.

You come out with a new generation product of FLEXCUBE it could be versioning of
FLEXCUBE can be different versions. In the past OFSS has updated FLEXCUBE from
C language FCC to Java FCJ. The company is competent at adapting to new technologies
and market conditions, there are some other options also with which OFSS practices, that

is cannibalization through versioning.
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M - Conpiblty

File Home Insent Draw Design Layout References Malings Review View MathType Halp ACROBAT  Picturs Format “Share Tl Comments

IN TNe past, Uk>> Naa Upaateq FLEALUBE TrOM L IaNgUage (FLL) T0 Java (FLJ). 50 Tne company 15
competent at adapting to new technologies and market conditions.

There are some other options which OFSS practices:

¢ Cannibalization through Versioning: OFSS should definitely upgrade its current version of
FLEXCUBE year on year and create new versions, Thus, each version with new features as well as
existing features of previous version should cannibalize the previous version and not FLEXCUBE
as a whole.

¢ Software Product strategy: This has been the product strategy of all the players who are in the
software product domain, Oracle does the same with its database solution(currently version 11),
TCS is doing it with its financial service solution TCS Bancs (Version 12).

As of now, there is no need to completely cannibalize FLEXCUBE.

s

Definitely should upgrade its current version of FLEXCUBE year on year and create
new versions, each version with new features as well as existing features of previous

version should cannibalize the previous version and not FLEXCUBE as a whole.

You make use of versioning the new generation products and use it to come out with
different versions with new features do not cannibalize FLEXCUBE as a whole, this is a
type of recommendation which comes out. Then software product strategy, this has been

the product strategy of all the players in the who are in the software product domain.



Oracle does the same with its days database solution currently in 2014 they were at
version 11 TCS doing it with its financial services solution TCS Bancs it was a version
12 as of now there is no need to completely cannibalize FLEXCUBE. This is a what do

you call expanded answer expanded from the points I gave you.

This is the way you should give you should develop a report; when questions are asked
at the end of a case study how should you answer, you should give a report this could be

the method which the company could try.
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2. Discuss companies possible strategy to tackle the emergence of new entrants in the financial
service products and solutions market.

Ans,

*  Pricing Strategy: OFSS follows a two tier pricing strategy. Their base prod
Kernel) is priced low. Customers who require specialized features have
customizations which are priced higher. Thus, OFSS can increase th
attracting new customers who are attracted by the low base pric

Come to the second question, the second question was ‘discuss the companies possible
strategy, so to tackle the emergence of new entrants in the financial services products and

solutions market’.
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ANs.

¢ Pricing Strategy: OFSS follows a two tier pricing strategy. Their base product (FLEXCUBE
Kernel) is priced low. Customers who require specialized features have to pay for
customizations which are priced higher, Thus, OFSS can increase their market share by
attracting new customers who are attracted by the low base price.

¢ Piggybacking on the Oracle Brand: Oracle has an enormous brand appeal, OFSS can
piggyback on this image and use it as a proxy for quality and reliability. They can leverage
this brand to appeal to customers.

¢ Increase Customer Base: OFSS should aggressively pursue new customers ame and
abroad by taking advantage of their growing customer portfolio. They hav te
successful in doing this, as seen in the graph below.

Customers serviced

Bl

What is about the pricing strategy? Oracle follows a 2-tier pricing strategy; this is
expanding on the points which were given. If you see what is this 2-tier pricing strategy,
this is the product their base product is FLEXCUBE kernel is priced low. This is called
in automobile pricing many times it is called barebone pricing. This means you have the
basic version of the automobile in place for you with your engine, then you keep on

adding; when you keep on adding the price keeps on increasing.

The features that they give you; many features you tick on those features, the next final
price depends on the types of features that you have selected of the car, similarly here the
FLEXCUBE kernel is priced low. Customers who require specialized features have to
pay for customizations which are priced higher what is going to happen OFSS can
increase their market share by attracting new customers who are attracted by the low

base price.

Low base price gives you good market penetration, then you increase your price
according to the special features that you are able to provide. It also gives you higher
revenues. Piggybacking on the oracle brand oracle brand has an enormous brand appeal.
What can happen OFSS can piggyback that is earlier FLEXCUBE now OFSS can
piggyback on this image and use it as a proxy for quality and reliability.

A product coming from the brand of oracle always considered a quality product has its

own brand equity in a market so they can leverage this brand to appeal to customers.



This the company could also aggressively pursue new customers both at home and
abroad, by taking advantage of their growing customer portfolio. If you really look at
this company they would have been very successful in doing it as has been shown earlier
also, the number of customers have increased to steadily from 544 in 2004 5 to 1132 in

2013 14.
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successful in doing this, as seen in the graph below.

Customers serviced
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*  Partnerships in foreign countries: OFSS is forming partnership with FUJITSU, in order to
gain entry into the Japanese markets, which would be difficult for an Indian company to
do on its own. Mergers, acquisitions and partnerships are an effective way to gain
access to new markets and expand the customer base.

*  Mergers and Acquisitions: OFSS has acquired companies like Castek, an insurance
software solution company, and Daybreak, a car leasing software solution provider.M &
A s a quick way of diversifying your product offerings and strengthening your market
presence.

+ |nternational Certifications: Having certifications like CMMI, 150 et
visibility and reliability of a company, especially among foreign custe
focus at acquiring these certifications.

+  Expansion in domestic market: OFSS has some Indian customers li

HDFC. It can aggressively pursue other large and small domestig

In the next point is about partnership in foreign countries. Entering Japanese market for

an Indian company is quite difficult. What did this i-flex now did was to partner with



FUJITSU to enter the Japanese market. Mergers, acquisitions (M&A) and partnerships
are an effective way to gain market access to new markets, and expand the customer
base. When mergers and acquisitions OFSS has acquired companies like Mass Castek
and insurance software solution company and they break in as a car leasing software

solution provider.

This M&A provides for you a quick way of diversifying your product offerings and
strengthening your market presence. Partnership helps you to explore new markets M
and A helps you to diversify your product offerings and strengthening your market
presence. The third is on international certifications, if you have certifications from
CMMI ISO etcetera helps in improving the visibility and reliability among foreign

customers.

OFSS can focus on acquiring these certifications, say expansion in the domestic market
Indian customers are there for OFSS like Canara Bank and HDFC. It can aggressively

pursue other large and small domestic customers.
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3. Should the company have an explicit TQM policy? Justify.

Ans, Although Oracle FLEXCUBE is appreciated for its rich features, it is often criticized for low
quality and high occurrence of software bugs. A TQM policy can be useful in improving the product
quality.

The benefits of TQM are;

1) Productivity and quality are not conflicting goals. Productivity gains can be achieved through
quality improvements. Better quality of product and process will reduce rework, errors, and
waste. This, in turn, improves the productivity.

2) Quality is correctly defined requirements that satisfy users needs. The ultimate quality of a
product is its ability to satisfy user's needs. One should take one step further to get the
consumer involved in defining the product requirements. It is plausible to say that quality is
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And the third question that was asked, should the company have an explicit TQM policy
justify? Though Oracles FLEXCUBE appreciated for its rich features criticized for low
quality and high occurrence of software bugs, so, this is where TQM can be useful in

improving the product quality.
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defined and judged by the customer,

3) Quality is measured by user satisfaction as well as by continuous process and product
improvement, Just as one would expect, customers prefer to purchase software that fits their
needs and performs beyond the quality standards.

Quality is achieved by effective product design and process controls, Relying on product
inspection implies that errors will definitely be made. Quality cannot be achieved by inspection.
It should be built in, not added on. To build in quality, one must perform effective product
design and process controls.

Defects are prevented through process control techniques, Zero defect and perfection of
processes should be the goals if a company wishes to keep improving quality. |

6) Qualityis a part of every function in all phases of the product life cycle. It simply does not

make sense to go about production haphazardly or without a quality-laden plan and expect a

quality good or service and a happy customer for that matter.

7) Management is responsible for quality. Only management has the authority to change the
working conditions and processes, and only management has the knowledge to coordinate
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If you really see the benefits of TQM productivity and quality are not conflicting goals,
productivity gains can be achieved through quality improvements better quality of
product and process will reduce rework errors and waste, this in turn improves the
productivity. You should not look at TQM as something which will bring down the

productivity on the other hand it improves the productivity.

Quality is correctly defined requirements that satisfies you that satisfy users needs, the
ultimate quality of her product is its ability to satisfy users needs. One should take one
step further to get the consumer involved in defining the product requirements, it is all
this is in the new terminology which is coined by Japanese companies, but which is used

by Indian companies also now it is this all called customer delight.

You are able to provide products which delights the customer, this is where quality can
be an extremely handy tool it is possible to say that quality is defined and judged by the
customer. Quality is measured by user satisfaction as well as by continuous process and
product improvement. Just as one would expect customers prefer to purchase software
that fits their needs and performs beyond the quality standards, some set standards are

given.

Your product should be able to perform much above those standards so that is what
FLEXCUBE users would expect. Quality is achieved by effective product design and

product controls process controls, that is relying on product inspection implies that errors



will definitely be made. Quality cannot be achieved by inspection it should be built in,
not added on, kindly note there should be a built-in quality of the product, that is quality
should be built into your product.

To build in quality one must perform effective product design and process controls. Then
defects are prevented through process control techniques, this is what you call the zero
defect. Zero defect and perfection of processes should be the goals if a company wishes

to keep improving quality, you should look at zero defects.

Quality is a part of every function in all phases of the product lifecycle, what does it
mean it simply does not make sense to go about production haphazardly or without tech
quality laden plan and expect that quality good or service and a happy customer for that

matter.

It simply does not make sense to go about production haphazardly or without a quality
laden plan and expect that quality good or service and a happy customer for that matter
without quality you it will not get a happy customer at all so in that sense TQM should

be essential.
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6) Qualityis a part of every function in all phases of the product life cycle. It simply does not
make sense to go about production haphazardly or without a quality-laden plan and expect a
quality good or service and a happy customer for that matter.

7) Management is responsible for quality. Only management has the authority to change the

working conditions and processes, and only management has the knowledge to coordinate

quality function in all phases of the product life cycle. Therefore, management should be
responsible for quality, not the workers,

Supplier relationships are long-term and quality-oriented. Suppliers are just as an Important

part of the team as any other members. Since management is responsible for quality, it must

also take charge of building long-term and quality-oriented relationships with suppliers.

8

Thus, a comprehensive TOM palicy will be beneficial for a software product company like OFSS.

Management is responsible for quality, only management has the authority to change the
working conditions and processes, and only management has the knowledge to

coordinate quality function in all phases of the product lifecycle. Management should be



responsible for quality not the workers kindly note that, ultimately it is the management
which is held responsible for coming out with the quality product. Suppliers relationships

are long term and quality oriented.

Earlier, we used to discuss when I mentioned about Infosys I used to say that the
revenues of Infosys have kept on increasing because most of its customers are repeat
customers; that means, they have been with the company for quite a long time and may
and most of them are fortune 500 companies has customers the result is, the revenue base
of Infosys. The company has been able to increase its revenue because of these clients

which it has got.

Suppliers are just an important as or just as an important part of the team as any other
members. Since management is responsible for quality it must also take charge of

building long term and quality oriented relationships with suppliers.

It should be just that you supply you should not just forget a customer after giving the
product, you should have a relationship with him even after the product sale is affected
that is where you have a long term relationship with a customer, and they will happy
customer; a satisfied customer is always good for a company, it will bring you repeat
orders and when it brings repeat orders your revenues are bound to increase. Does a

comprehensive TQM policy will be beneficial for a software company like in OFSS?
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4, How can you draw a strategy canvas for OFSS for the international positioning of its product
and services?

Ans.

* Tapping new technological frontiers: Cloud computing is the new trend in computing and
internet, Banks are also moving towards analytics. OFSS must develop new products in
order to tap into these new technologies and leverage international customers. |

* Trend forecasting and pre-emptive product development: OFSS must d= *  competence
in forecasting what future trends in the financial services industry wo! 15t develop
its products in such a way that customers perceive OFSS to be one ste| ts
competitors.

+  Country Specific Strategies: Each geographical region has its own char

requirements (regulatory, product features, price etc.). OFSS shoul

differentiate its product in each region, For eg. In African countri




And the strategy can ask question, tapping new technological frontiers. We were basing
the answers of on 2014 cloud computing is the new trend in computing and internet,
banks are also moving towards analytics. OFSS must develop new products in order to
tap into these new technologies and leverage international customers. This is what you
should be looking for this is your canvas what do you mean by a strategy canvas means

how do you look at the future offerings of the company.

You should tap into new technological frontiers, then trend forecasting and pre empty
product development. OFSS must develop competence in forecasting what future trends
in the financial services industry would be, it must develop its products in such a way,

that customers perceive OFSS to be one step ahead of its competitors.

(Refer Slide Time: 20:55)
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its products in such a way that customers perceive OFSS to be one step ahead of its
competitors.

* Country Specific Strategies: Each geographical region has its own characteristics and
requirements (regulatory, product features, price etc.). OFSS should learn how to
differentiate its product in each region. For eg. In African countries, the product should be
quoted at a low price. In USA, OFSS should target large banks. Itis already targeting tier-one
banks like Wells Fargo. :

« Diversification of product offerings: In order to attract new customers and gain entry into
new markets, OFSS should diversify its product offerings by catering to spe
requirements in various countries. It should offer new products in domair
leasing, investments etc.

* International Campaigns: OFSS could embark on an international advertis!

campaign in order to create awareness of its products. For eg. It cou

demonstrations in various foreign cities.

Tie ups and partnerships: Tie ups with existing market players i

WL

Then the third one that is a country specific strategy, each geographical region has it is
own characteristics and requirements it can be regulatory, product features, price
etcetera. Go back to the marketing environment the actors in a marketing environment.

You will get a good idea of how this answer has been framed.

OFSS should learn how to differentiate its product in each region for example, in African
countries the product should be quoted at a low price. In UF in USA OFSS should target
large banks it is already targeting tier one banks like Wells Fargo. When you target large

banks and in a developed market like the OF USA your revenues will also be substantial.



Substantial increase in revenues will be possible, then differentiation of product offerings
in order to attract new customers and gain entry into new markets OFSS should diversify
its product offerings by catering to specific requirements in various countries. It should

offer new products in domain like insurance leasing investments etcetera.

Get new domains, that is come out with new products, many times you may have your
call centers in India catering to customers in US especially with respect to their insurance
business, but the product will might have come from OFSS only. They might be using
the OFSS product, the customers may be US customers their queries, their questions are

being answered by call centers in India.

It is a great type of virtual selling which is stay virtual product query selling which is
taking place. There are queries which are put on the product their queries by the
customer and you are answering it from a different country itself. International
campaigns OFSS should embark on an international advertising and promotion campaign
in order to create awareness of for its of its products example it could conduct product

demonstrations in various foreign cities.

If you look that the case of Suryodaya where it was a new product offering in the Indian
market. This gentleman Ramchandran, he went in for these types of demonstrations in
that market, that is a Udyannagar market he went in for this free demonstrations to
housewives. He showed how his product is going to function. Similarly OFSS should
embark on these types of promotion campaigns and product demonstrations in various

foreign cities.
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campaign in order to create awareness of its products. For eg. It could conduct product
demonstrations in various foreign cities.

¢ Tie ups and partnerships: Tie ups with existing market players is an effective way of gaining
entry into new international markets. OFSS should identify potential foreign partners and
approach them for profit sharing partnerships.

¢ Focus on core competencies: OFSS has a strong presence in the business intelligence
domain. It has a large pool of qualified professionals. OFSS must leverage this strEngth to
gain more exposure in the international market place.

e

Then tie ups and partnerships; tie ups with the existing market players is an effective way
of gaining entry into international markets, this is what OFSS did to enter the Japanese
market through a foreign partner FUJITSU. You should identify potential foreign
partners and approach them for profit sharing partnerships. For an Indian company to
enter the Japanese market is difficult, but made possible through these types of foreign

partnerships.

Focus on core competencies that is has a strong presence in the business intelligence
domain it has a large pool of qualified professionals must leverage the strength to gain
more exposure in the International marketplace. What have I done here is I have
expanded on the points, which I presented in this power point presentation earlier. This is

a report on the questions which are asked in the cases. You must give a Q and A report.

That Q and A report is basically a word document, you can you should expand
substantially on the points that you have given in your PowerPoint presentation what has
gone into your mind when you gave those points. This could be a better method of
visualizing how the company should be approaching, with reference to the questions that
are asked, and it also if you might appreciate this also gives you a wonderful idea of how

the Indian software companies are doing like this i-flex in the global market.

This is also one of the reasons why the come the IT industry is considered very dominant

in the Indian market, why because it is having its global presence it is one of the



industries that is a service provided industry from the Indian side to have this type of

strong global presence.

This type of presence is also getting it is getting expanded to other fields as well, Tata’s
have gone into automobile manufacturing in other countries also. Also, the other well

known players from the Indian side ventured into overseas markets like the Mahindras.

In other words, what is it that you are trying to judge by these types of cases, this
provides you an opportunity to appreciate the strength of the Indian players. In this
software industry like this i-flex how it has been able to make a global mark, it is being
taken over or being acquired by oracle has given it a further strength to make its global
presence. This is how you should answer these questions in an expanded manner. Thank

you for listening to this expanded version.

Thank you.



