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Critical Choices Framework

Critical Choices Framework
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Living in Fantasy - Market Share

Reality Based Thinking

Market Share
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¢ Planning to grow

Action

# Focus on maximizing market share; puts
up large retail outlets close to each other

Result
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Living in Reality - Market Share

Reality Based Thinking
Market Share
Background
4 Planning to grow
Action

# Limits market share; puts up retail outlets
in different markets

Result

¢ Business prospers even during slowing
economy
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Living in Fantasy - Bank Loans

Reality Based Thinking

Bank Loans

Background

# F'l.ﬂl'tﬁiﬂ{:_" to grow

fiving
Fantasy

Action
# Takes maximum loans to grow
Result

¢ Closes down when economy slows
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aflimo 5 - Why take Bank Loans?
Why do most Entrepreneurs take Loans?

Low Excessive
Returns Growth
X=15% Y=30%
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Zero Loan Business

Mo significant Productivity
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Investment = BEs 10 Cr

Returns 15%

H,]_'l]_'rr 0 NP = Bs1 -}'!.'_'r

Planned Growth Rate 30%

Then additional Funds Needed = R53 Cr

Shortage of Funds = B51.5 Cr
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How to Avoid Bank Loans and Grow

How to Avoid Loans and Grow!

High
Returns
A=30%
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Zero Loan Business

Significant Productivity

Improvements

Investment = Bs 10 Cr

Beturns 30%

Approx NP=Rs3Cr

Planned Growth BEate 20%

Then additional Funds Meeded = Bg 2 Cr
Mo Shortage of Own Funds
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Living in Reality - Bank Loans

Reality Based Thinking
Bank Loans
Background
¢ Planning to grow

¢ Increases ROCE; limits growth to less than
ROCE

Eesult
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