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AVEVA is a British multinational IT company who has successfully expanded its business and has provided solutions to some of the biggest engineering contractors of the world (EPCs) and Owner Operators. This paper states about the background and major acquirements of this company in the introduction. The impact created by Brexit is also stated in this paper. The paper also discusses about the key strategic issues that existed in the company through the various tools of Porter’s Five Forces, Mc Kinsey’s 7S Framework. SWOT analysis is performed as well as Porter’s Generic Strategies and Ansoff Matrix is considered for the analysis. The paper, through the entire findings and analysis, shows the evolution of the company over the years and depicts the present scenario as well. Their business model and the exceptional strategies of marketing hold the key to their success. Further recommendations are made in the paper to overcome the issues prevailing in the company so that the company can run successfully in this highly competitive market and sustain accordingly.
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AVEVA Group Plc is a British multinational IT (information technology) company which is headquartered in Cambridge, UK. In the 1960s, Britain’s oldest company of technology spun out of the Cambridge University (Fildes and Keohane, 2017). The company is enlisted among the other companies of the London Stock Exchange and is also a constituent of the FTSE 250 Index (Fedor and Khan, 2016) (AVEVA, 2011). AVEVA is identified to be the world’s leading providers of engineering, design and management software to the marine, plant and process industries. The company aims at providing solutions which are mission- critical to some of the biggest engineering contractors of the world (EPCs) and Owner Operators. The company is open to the elements of the fastest- growing economies of the world (AVEVA, 2016). The company is divided into three divisions as that of Marine Solutions, Plant Solutions and Enterprise Solutions.
AVEVA acquired Tribon solution for US$ 35 million and on 31st March, acquired Realitywave, Inc. The Belgium and Germany based Bocad group of companies has been taken over by AVEVA as well. AVEVA has made an agreement with Schneider Electric (AVEVA Group, 2017), in order to combine both the companies for mutual benefits which was unveiled on 5th of September. This was an effect of the Brexit and that this has left Britain in a position of uncertainty (The Economist, 2017). This combination seems to expand the market for AVEVA and diversify the company to a great extent. They maintain a slogan of marketing campaign- ‘Continual Progression’.
[bookmark: _Toc512859627]Director’s Report and Financial Performance of AVEVA

The AVEVA Group Board meets on a regular basis which reflects that the board is well informed on market and technical factors driving the performance of the Group and on financial outcomes as well. The Board has three committees as that of Nominations, Audit and Remunerations (AVEVA, 2016). 
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Source: (AVEVA, 2017).

The ‘Right to use’ licensing model has led to high recurring revenue of 76 percent. Customers are ready to pay more for a more flexible license. The efficiency of R&D has increased due to restructuring. 	A tight focus is being maintained on administrative cost control. Modest Annual cost inflation is expected. Investments are being made in Selling and Distribution (AVEVA, 2017).
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Source: (AVEVA, 2017).
The Financial Year (FY) 2015- 2016 have been a challenging year for the Group but the business model has proved to be effective in this case. For FY 2015/ 16, reported revenue of £ 201.5 million was achieved by the company compared to £ 208.7 million in the year 2015 (AVEVA, 2016). Over the last decade, the company has delivered a 19 percent CAGR in ordinary dividends. Additional returns to shareholders are taken into consideration when the resources of cash surpass value improving organic and opportunities of M&A growth (AVEVA, 2017). The shares traded as found in (Financial Times, 2018) is recorded to be 41.78k. The following balance sheet reflects the total assets and the equity and liabilities of the total shareholders where a rise has been noticed in terms of both the components.
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Source: (AVEVA, 2017).

There happened to occur an adverse effect due to the AVEVA- Schneider merger deal. The shares of AVEVA fell 28.4 % to pound(s) 15.50 while the shares of Schneider were observed to be risen by 1 percent to EUR 53.00. This seemed to be a significant event with respect to the financial scenario of the British organization, AVEVA (Murad et al., 2015). The event of Brexit has also impacted the financial performance of the company and this has led to the merger of the company with Schneider (The Economist, 2017).

[bookmark: _Toc512859628]Business Model of AVEVA

AVEVA has been consistently helping the customers in revolutionizing business performance through the approach of digital asset of AVEVA and data- centric engineering (AVEVA, 2016). The business model serves as an essential component of any business plan and it is essential on the part of every company to develop their own significant business model.
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Source: (AVEVA, 2016).
The Intellectual property serves as the core to the business of AVEVA which is generated in their software products. Through the licensing rights, the AVEVA Group sells its proprietary software products for the purpose of using the software directly to the customers through their network of global sales offices. This strategy is useful in providing the customers with support along with local sales. This strategy also assists the company in working closely with leading companies in the markets of Oil and Gas, Marine and Power. A ‘right- to- use’ licensing model is operated for their software. For a certain number of users, the consumers license the software through various payments. The customer continues paying a fee for using the software this business model offers a strong recurring revenue base for the company, letting them in making further investment in their product’s future roadmap. The services provided include customization, consulting and implementation which are offered on a time and material basis or on a fixed contract. Based on the kind of solution, the quantity of service required in deploying their software varies (AVEVA, 2016).

[bookmark: _Toc512859629]Key Strategic Issues

The organizations face some strategic issues which require to be managed strategically. Thus, strategic management is said to be a representative of an academic field case whose consensual meaning can be expected to be rather fragile or even lacking (Nag, Hambrick and Chen, 2007). To discuss some of the strategic issues in AVEVA, the following tools are considered and explored:
[bookmark: _Toc512859630]Porter’s Five Forces

The strategic management tool of Porter Five Forces Analysis is used for analyzing industry and understanding underlying levers of profitability in any given industry (Porter, 1980) (Lewis, 1981). Using the Porter Five Forces, the AVEVA Group Plc managers can develop a strategic position within the industry of technology and simultaneously, explore the lucrative opportunities in the overall sector of technology.
[image: Aveva Group Plc Porter Five Forces and Industry Analysis]
Source: (Fern Fort University, 2017)
[bookmark: _Toc512859631]Threat of New Entrants
With the new entrants entering into the sector of technology, innovation is brought in along with fresh methods of performing things and this creates a pressure on AVEVA through reducing costs, providing new value propositions to the customers and lower pricing strategy. But the company can undertake effective measures to protect its competitive edge by innovating new services and products, building economies of scales and building capacities and parallely, expend money for the purpose of research and development (Fern Fort University, 2017).
[bookmark: _Toc512859632]Bargaining Power of Suppliers
Almost every organization forming a part of the industry of technology purchases their raw material from innumerable suppliers. The suppliers who are in a dominant position can reduce the margins which AVEVA can earn in the market. The suppliers who are in possession of more power in the sector of technology utilize their skill of negotiation for the purpose of extraction of higher prices from the firms related to the field of technology (Fern Fort University, 2017). With higher bargaining power of the suppliers, the overall technological profitability gets reduced. 
[bookmark: _Toc512859633]Bargaining Power of Buyers
The buyers are usually quite demanding in nature. They look for availing to the best offers at the minimum possible price. This creates a pressure on a company like AVEVA’s profitability in the long run. The customer base of AVEVA being the smaller and the more powerful can lead on to the higher bargaining power of the customers. With that the customers would also look towards higher discounts and offers (Fern Fort University, 2017).
[bookmark: _Toc512859634]Threats of Substitute Products or Services
Industry profitability often suffers with the new services or products meeting up with the customer needs alike in varied ways. The threat of a substitute service or product seems to be quite high if it provides a value proposition which varies uniquely from the existing offerings found in the industry (Fern Fort University, 2017). 
[bookmark: _Toc512859635]Rivalry among the Existing Competitors
It can be said that an intense rivalry among the established companies in an industry can drive down prices leading to a decrement in the overall profitability of the industry. The company of AVEVA performs in a technology industry which is highly competitive. This competition creates a great impact on the company’s overall profitability on a long term basis (Fern Fort University, 2017). 
[bookmark: _Toc512859636]SWOT of AVEVA

The AVEVA Group Plc is noted among the leading companies in its industry (White, 1986). The company retains its outstanding market position by reviewing and assessing the SWOT analysis.
[image: SWOT â�� http://www.agrinomicsconsulting.com/services/business-case-studies/s-w-o-t-ananlysis/]
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Source: (McPeak, 2015).
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The company of AVEVA has grown rapidly due to its strengths. Its numerous strengths have enabled the company to prosper in the market place. With the help of these strengths, the company has penetrated new markets along with safeguarding the market share in the existing markets. The various strengths that are identified are reduced costs of labor, existing distribution and sales network, business units which are highly experienced, high revenue as well as high profitability, growth rate which is quite high and the barriers of market entry (Swot Analysis 24, 2017). According to (Fern Fort University, 2017), the strengths recognized are that of good returns on capital expenditure, strong free cash flow providing resources to the company so that it can spread out into new projects, brand portfolio which is very strong and helpful in the expansion towards new product categories. Automation of activities has acted as strength in bringing quality consistency enabling AVEVA Group Plc to scale up and down based on the market demand conditions. The company also has a set of highly skilled workforce developed through successful programs of training and learning as well as a dedicated department of customer relationship management aiming towards high level of satisfaction among customers. These, further add to the strength of the company. The eminent track record of new product development and innovation and its high success at ‘Go to Market’ strategies for its products marks its strength.
[bookmark: _Toc512859638]Weaknesses
Along with the strengths, there are some weaknesses of the company that requires to be improved. The company makes huge investments in the field of research and development in order to create a competitive advantage but it does not prove to be much effective (Swot Analysis 24, 2017) as it has not been as much innovative as the other leading competitors. Moreover, the investments made in technologies presently are not at par with the organization’s vision. The company has achieved limited success outside of their core business. Although being a leading company in the industry of technology, it had to challenges in terms of shifting to other segments of products with its existing culture. Few more weaknesses that have been identified through the study of (Fern Fort University, 2017) is that of high work force attrition rate, improper and inefficient financial planning, requirement for further investment in new technologies and less successful at integrating companies with varied culture of work. Furthermore, the company is not much good at forecasting product demand and this leads to greater rate of opportunities being missed as compared to that of its competitors. Thus, AVEVA Group Plc ends up in maintaining higher inventory both in channel and in- house due to this.
[bookmark: _Toc512859639]Opportunities
With the growing trends in the consumer behavior, there are chances of opening of new market for the company. This enables building of new revenue streams and diversification into categories of new products.  The lower inflation rate provides better opportunities to AVEVA along with the government agreements which assist in opening up of new markets. The company has been provided with an opportunity for entering a new emerging market with the adoption of new standard of technology and free trade agreement of the government. The green drive of the government also creates procurement opportunities. The policy of new taxation can be helpful for companies like AVEVA Group Plc and the market development would help the company in increasing its competitiveness (Fern Fort University, 2017). The company has a scope as a venture capital (Swot Analysis 24, 2017). In the field of products alike, the core competencies of the company can be a success and that the free cash flow which is stable offers opportunities for making investments in adjacent segments of product (Fern Fort University, 2017).
[bookmark: _Toc512859640]Threats
In the low income markets and those that are emerging, low quality product and replication of the counterfeit is a threat to AVEVA. Another threat is that of reduced skilled workforce in particular global market (Fern Fort University, 2017). Although the company’s strength lies in the reduced labor costs, there is a probability of the rise in the labor costs which acts as a threat to the company and its growth. Moreover, the increasing rates of interest is acting as another major threat to the company which is creating great many hurdles in their path of success (Swot Analysis 24, 2017). The local distributors gaining power and the intense competition also pose threats to AVEVA Group Plc. The highly profitable products’ demand is seasonal and any unexpected event at the peak season impacts the organization’s profitability in short to medium term. The Brexit referendum of June 2016 served as another threat as many economists were of the expectation that shrinking investment would push the economy into recession. It was seen that investment fell by nearly one- tenth in 2017 and that FDI (Foreign Direct Investment)was also expected to dry up (The Economist, 2017).  The varied liability laws across several nations, new environment regulations under the 2016 Paris Agreement and the increasing trend towards isolationism in the economy of America (Fern Fort University, 2017) are some of the other notable threats which AVEVA Group Plc needs to overcome in their path of growth, feasibility and profitability.
[bookmark: _Toc512859641]McKinsey 7S Model

According to (Ravanfar, 2015) McKinsey 7S model is a tool to analyze organizational design by analyzing and studying seven main elements of an organization that includes the organizational structure, strategy, system, shared values, styles, staffs and skills.
[image: Image result for mckinsey 7 s]
Source: (Chillibreeze, 2009).

· Strategy - Strategy is very important for an organization in order to achieve success and maintain competition in a market as can be observed (Hanafizadeh and Ravasan, 2011). AVEVA has developed several strategies to develop their business. For instance they are more committed to generate stronger cash flow, which can grow the rate of profit and can be reinvested in the business. This will also bring proper returns to the shareholders. AVEVA focuses on innovation of the company plans and methods. AVEVA also aims at providing more customer relevant products for the benefit of the company.
· Structure- AVEVA has a well managed organizational structure, with various departments which includes AEC& Infrastructure, Chemicals and Petrochemicals, Fabrication, Marine, Mining and Minerals, Oil and Gas, Power and Utilities, and Pulp and Paper.
· System- AVEVA provides regional support as well as supports customers over the Globe. Recently they have implemented MT3D for sales growth and FabTrol system Inc as well.
· Skills – AVEVA trains their employees for the benefit of the organization as well as for the benefit of the employee himself. AVEVA has all the basic skills and knowledges, and in order to update themselves they maintain training procedure. According to (AVEVA Group, 2016), AVEVA is highly skillful when it comes to automation activities, they have highly skilled workforce in every department. They are skillful in penetrating new markets and maintain profit and revenues.
· Staff – AVEVA has highly skilled workforce and the staffs are provided with occasional training to improve their knowledge from time to time.
· Styles- AVEVA maintains a very co-operative style while interacting with the managers and the top level managers’ works and trains the employees effectively when it comes to reorganizing reports. Managers tend to influence the employees as well for growth and development (AVEVA Group, 2016).
· Shared Values- The main foundation of AVEVA is one basis of customer satisfaction and growth of the company. AVEVA aims at providing their shareholders consistent return as well. 

[bookmark: _Toc512859642]Analysis of the Strategic Options of AVEVA for Market Sustenance

[bookmark: _Toc512859643]Porter’s Generic Strategies

[bookmark: _Toc512859644]Barrier to Entry
New products help in retaining old customers by providing them a cause for buying the products of AVEVA and at the same time, grabs new customers. The economies of scale helps in lowering the per unit fixed cost. Through various researches and undertaking of the developments, a company like AVEVA keeps on defining the standards regularly. This helps in lowering the area of extraordinary profits for the new entrants leading to the discouragement of the new players. Moreover, these new entrants are not much likely in entering a dynamic industry having established competitors like AVEVA (Fern Fort University, 2017).
[bookmark: _Toc512859645]Bargaining Power of the Suppliers
With higher bargaining power of the suppliers, the overall technological profitability gets reduced. So, to tackle this issue, AVEVA can build well- organized supply chain with numerous suppliers. The company can also experiment with the designs of the products by making use of different materials in order to shift to another if the prices rise of any one raw material. Through the development of dedicated suppliers whose business is dependent upon the firm, the issue can be resolved. Companies like Nike and Wal- Mart developed third party manufacturers whose business is solely dependent on them. This can act as a lesson for the company of AVEVO and learn accordingly. The scenario that is created is that these third party manufacturers have comparatively less bargaining power to that of Nike and Wal- Mart (Fern Fort University, 2017).
[bookmark: _Toc512859646]Bargaining Power of the Buyers
With the creation of a large base of customers, this issue of buyer bargaining power can be handled. It would lessen the power of bargaining among the customers and parallely offer an opportunity to the company for streamlining its process of sales and production. Rapid innovations of new products also help in resolving this issue. If AVEVA keeps on bringing in new products into the market, it can restrict the bargaining power of the buyers who look for discounts and offerings on the products which are already established. This is a good method of attracting the customers towards the new products thus shifting their focus from the old ones. The new products would also help in reducing the defection of the customers of AVEVA Group Plc who already exist to its rivals (Fern Fort University, 2017).
[bookmark: _Toc512859647]Availability of Substitutes
In this context, AVEVA Group Plc can become service oriented rather than just being product oriented. The company can understand the central requirement of the customer rather than emphasizing on what the customer purchases. Moreover, raising the switching cost for the consumers can prove to be effective in overcoming the threats posed by the substitute services and products (Fern Fort University, 2017).
[bookmark: _Toc512859648]Competition
To face this intense rivalry and overcome accordingly, AVEVA Group Plc can build a sustainable differentiation and a scale to compete in a far better manner. Moreover, the company can also collaborate with the rivals and the competitors in order to enlarge the market size and not just compete for small market (Fern Fort University, 2017).
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Source: Author’s Own Reflection
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According to (Gianos, 2013) Ansoff Matrix is a commonly used analytical tool, which analyzes and develops strategic plan for the growth of an organization.
[image: Image result for WHAT IS ANSOFF MATRIX]
Source: (Blue Donkey, 2016).

[bookmark: _Toc512859650]Market Penetration
AVEVA can penetrate a market firstly by selling its products to the already existing market. According to(AVEVA Group, 2016) AVEVA has implemented several strategies for instance increasing revenues, applying MT3D for increasing solution sales , which thus increases the cross selling opportunity and also developing services of software for instance SaaS. AVEVA is broadening the market exposure as well and increasing its loyalty schemes. AVEVA needs to go for promotional campaigns and offer more special promos for better market penetration. As observed in (AVEVA Group, 2016) AVEVA and Schneider Electric’s agreement to combine can effectively help AVEVA penetrate a market and create greater values to the shareholders and can improve the end market coverage as well as geographic coverage by getting an exposure in the North American market. AVEVA looks after the owners operators as well. 
[bookmark: _Toc512859651]Market Development
AVEVA seems to handle market development strategically. AVEVA has developed partnership with several businesses in order to grow and expand the AVEVA’S channel to reach other sectors through the channel of its partners. AVEVA, in order to maintain its regional presence, has invested lot in the regional teams. AVEVA has also implemented FabTrol Systems Inc. According to (AVEVA Group, 2017) by combining with Schneidner Electrics, AVEVA can position itself and gain advantage and opportunities for future. AVEVA also needs to target a market by PEST analysis before implementing any new products or services. AVEVA has introduced several pricing policies to seek attention of the customers.
[bookmark: _Toc512859652]Product Development
Product development is nothing but improving one’s product either by quality, packaging or pricing. AVEVA can repackage the products they already produce, or they might develop new products or services. (AVEVA Group, 2016) points out that AVEVA has launched AVEVA Engage, which is a showcase, which is a decision support system and is driven by touch. AVEVA can also develop new products related to oil industry or software industry. For instance, AVEVA, by combining with Schneider Electrics, can definitely create new products or can develop their old services (AVEVA Group, 2017).
[bookmark: _Toc512859653]Diversification
Diversification is risky procedure, since it involves the risk of facing a loss by implementing new products into new markets. However, AVEVA and Schneider Electrics has diversified and broadened their scopes by combining into one. They have diversified by intensifying their position in oil and gas market, power and marine, mining, pharmaceuticals, thus enlarging the entire market as observed in (AVEVA Group, 2017).
[bookmark: _Toc512859654]Conclusion

AVEVA, being a British multinational IT company, plays a great role in growing the world economy faster. It has a great business model and the company helps its customers in achieving competitive advantage and simultaneously, increasing the efficiency. Diversification is found to be a risky procedure but AVEVA and Schneider Electrics has diversified and broadened their scopes by combining into one. The planned strategies of the organization is inclusive of generating stronger cash flow, which can grow the rate of profit and can be reinvested in the business which would also bring proper returns to the shareholders. AVEVA focuses on innovation of the company plans and methods. It also aims at providing more customer relevant products for the benefit of the company. The lower inflation rate provides better opportunities to the company. Contrary to that, in the low income markets and those that are emerging, low quality product and replication of the counterfeit is a threat to AVEVA.

[bookmark: _Toc512859655]Recommendations

One of the major strengths of AVEVA is that of good returns on capital expenditure and strong free cash flow that provides resources to the company. However there are certain weaknesses to which few recommendations can be made. 
[image: Image result for AVEVA recommendations]
Source: (American Banking and Marketing News, 2018).

· AVEVA needs to focus and analyze the market to produce products and services that customers are actually looking for. It has been observed how AVEVA is failing every time while launching a new product. This is because they are failing to understand the need of the customers. 
· AVEVA needs to produce more cost effective products which will also decrease their number of competitors in the market. AVEVA needs to focus on creating and producing new products, in order to shift the customers,focus from old products, in order to lessen the customer’s demand of discounts and promos.
· In order to flourish more and get away from the strong competitors, AVEVA can collaborate with the strong rival company which will also helps them in flourishing and expanding more in the market. This way AVEVA can enlarge their market size as well.
· AVEVA must stop making huge investment in fields of research and development and invest more in technologies for better growth and development.
· AVEVA must introduce new products in the market, which are not only relevant to customers and cost effective but also highly innovative. When the products or services of a company are innovative, it helps in drastic growth.
· It can be observed that AVEVA, did not explore much in other segments, or the rate of shifting is really low. Thus AVEVA needs to come out from its comfort zone, that is its core business and shift to other profitable sectors in order to diversify and develop the market. 
· AVEVA must focus on its financial planning, which is very often improper. Maintenance of financial planning needs to done very efficiently.
· AVEVA also needs to prepare and conduct a well organized supply chain with several numbers of suppliers, since the overall profitability reduces with the greater bargaining powers of the suppliers. 
· The company must try to deal with the new advent in the British economy, Brexit and make investments accordingly to foster the growth of the company.
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Barrier to Entry


innovating new services and products, building economies of scales and building capacities and parallely, expend money for the purpose of research and development 


build well- organized supply chain with numerous suppliers, experiment with the designs of the products by making use of different materials in order to shift to another if the prices rise of any one raw material


Competition


Availability of substitutes


Bargaining power of the buyers


creation of a large base of customers





become service oriented rather than just being product oriented


build a sustainable differentiation and a scale to compete in a far better manner. And also collaborate with the rivals and the competitors


Bargaining power of the suppliers
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Improved sales could see some performance related

costs increase o
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Balance sheet

Sept 2016 Sept 2015
£m £m

Non-current assets 893 905
Accounts receivable (net of provision) 392 406
Other receivables 164 ns
Net cash and deposits 1244 1057
Total assets 2693 248.1

Other liabilities 347 309
Deferred revenue 376 351
Pensions liability 52 80
Shareholders’ equity 1918 1741
Total shareholders’ equity and | 2693 248.1





image5.png
"3 AVEVA-Annual-Report-and-Accounts-2016.pdf - Adobe Reader [ =S
Eile Edit View Window Help x
Open ‘ ER 2N E D) =) ‘ ) (@ [1 ]| @ori20) | (=) [105% [~ Tools | Fill &Sign | Comment
. 3
OUR ORGANISATION AND BUSINESS MODEL =

GLOBAL
SALES

Focused on selling
our full product
and solution
portfolio toal
of our EPC, 00
and Shipbuilding

customers

SOLUTIONS &
TECHNOLOGY

Aunified
technology
organisation
responsible for the
developmentand
integration
of all our software
and solutions

GLOBAL
SERVICES

Asingle service
organisation
deliveringa
full range of

consulting and

implementation
services toall of

our customers
around the world

BUSINESS FINANCE
STRATEGY & &LEGAL
MARKETING

Defining our Meeting the

business essential financial
strategy and management,
communicating legal and
AVEVAs purpose contractual
internally and requirements of
to ourtarget agrowing global
markets

organisation

OPERATIONS
iving AVEVASs business strategy across all geographic regions
to support the long-term success of the Company

BUSINESS
SERVICES

Delivering the
people, talent
and IT business
systems that are
critical to the
efficiency and
growth of the
organisation
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AVEVA’s financial model

“Right to use’ licensing model driving high
recurring revenue Recurring revenue

Mandatory annual fees creating stickiness 76%
even in market troughs

Payment ‘up-front’ leading to reliably high
cash conversion - typically 100%

Customers pay more for a more flexible ~ price 4

point
licence User based licensing aS / Cloud
E

Degree of license flexibility
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