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PART I  
 

Answer all questions 
 

Question No. 01 (40 Marks) 
 
Asela Caterers (Pvt) Ltd (ACL) came into existence in  December 2011, when Asela Senanayake, a renowned  
five star hotel  chef  decided to commence his own business after returning home from an employment contract 
in Dubai. Educated in Ceylon Hotel School, Asela, had earned his post graduate qualification in a leading 
Swiss university specializing in ‘pastries’, and hence commonly referred to as a ‘pastry chef’ by those in the 
hotel industry. Hailing from an affluent family, Asela, has inherited a spacious bungalow (approx. 2,000 sq. 
ft.) in Colombo-05 that he converted to house his catering business as he has opted to stay in his luxury 
apartment that he purchased from his Middle-East Savings.  
 

After making his decision to commence his own business in June 2013, Asela, invited few of his business 
colleagues and a classmate, Mevan, a business consultant specializing in strategy, for a full-day brainstorming 
session that was conducted in a luxury beach hotel down south to discuss about his venture and also to come 
up with some basic ideas to formulate a business plan for the new business. Having attended several seminars 
on business planning during his tenure in the hotel industry, Asela was keen to commence his business guided 
by sound strategic planning concepts that he believed will lay a solid foundation for an enduring profitable 
enterprise.  
 

As a specialist in pastry making, Asela was extremely keen to exploit his skills in making and marketing a 
range of quality pastries that he was hoping will account for nearly 40% of the company’s product range. As 
the discussions started to wander into all kinds of trivial planning aspects such as transporting the finished 
products and type of utensils and kitchen equipment, Mevan suggested that it was time to have a meaningful 
sequence for these discussions and suggested that it was necessary for ACL to formulate its business mission. 
”What business are you in?” Mevan posed the question to Asela. Responding to this question Asela replied “I 
want to be in the business of making ‘short eats’”,  and  as you all are aware Sri Lankans, especially affluent 
urban population, are somewhat addicted to this habit of consuming short eats as a  household snack  and even 
as morning breakfast for their school going children. This surely is a growing market and one of my friends in 
marketing research has a confirmed view of such opportunities”. But I want to concentrate on providing 
quality short eats for ‘leading’ companies. My experience and thinking is that if we can build relationships 
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with several leading companies we can be their reliable supplier in providing ‘short eats’ for their variety of 
meetings. Of course, I need at least 48 hour notice for any institutional order that leaves us sufficient time to 
prepare quality food and that’s the value of relationships being built. That is the essence of marketing in this 
type of business”. “Interesting” said one of his hotel colleagues but also added a word of caution that affluent 
consumers are increasingly becoming aware of the drawbacks of pastries as they contain a high degree of 
cholesterol and also mentioned that segments such as senior corporate executives are very health conscious. In 
addition to such corporate supplies Asela also planned to have his own showroom in his Colombo 05 premises 
where a range of “short eats” of extremely high quality will be made available to those who will pay for 
quality food. Apart from pastries range products, the balance consists of patties, rolls, cutlets and sausage buns. 
Asela is of the view that there is no real creativity in making ‘sandwiches’ and will not be an exciting option 
for a quality chef. One of Asela’s former juniors is in charge of the ACL kitchen and his wife look after the 
accounting and office management responsibilities. There is also a marketing executive who is entrusted with 
not only bringing regular orders from corporate clients but also to build relationships with his clientele.  
 

After three years of operations in to business with  an investment by the founder as Rs 5 million    in his capital 
account inclusive of accumulated  profits of nearly Rs 2.5million .The company has obtained a Rs 2 million 
loan in Jan 2013 that was utilized to acquire few modern pastry making kitchen equipment.  Asela invited his 
friend Mevan, the business consultant to review his operations and given below are some key highlights:  
 

• Moderate profit made by the company that was approximately Rs. 1.25 million in the year ended        
31st December 2014 without charging  a notional rent for the business premises, but  after charging 
salaries for all employees  that included even Asela and his wife, though such salaries were not keeping 
pace with market value of Asela’s profile as a five star chef. The first  year profit was approx. 
Rs.500,000/- and in the second year was Rs.750,000/-.At the beginning of the year 2014 ACL increased 
its prices by nearly 15% which has contributed towards the increased profits shown despite the 
annualized  sales growth of approx 2.5%. Careful cost management was a result of the active managerial 
participation by the owners who carefully control costs of purchasing.  

 

• Capacity utilization is around 60% of the kitchen capacity that also without taking in to account the 
cancelled orders due to changes in the scheduled meeting times of some of the clients of ACL. 

 

You are required to: 
 

(a) Mention two advantages and disadvantages of instituting a formal system of strategic planning, to 
ACL.                               (08 Marks)      

 

(b) Discuss the important components of a sound company mission.                  (08 Marks)  
              

(c) Critically evaluate the mission of ACL as discussed by the founder of the company, Asela 
Senanayake.                                    (04 Marks) 

  
(d) State three major problems that confront ACL, briefly explaining the reasons underlying your 

conclusion.                                   (09 Marks) 
 

(e) Discuss the strategic option adopted by ACL with reference to ‘strategy clock’ of Johnson and 
Scholes’.                               (05 Marks) 
            

(f) Briefly explain the concept of ‘product development’ as discussed under Ansoff’s growth share 
matrix. Mention two advantages of this concept and its applicability as a growth strategy for ACL, 
citing an example taking ACL’s specific circumstances.                            (06 Marks) 

                                                                                            (Total 40 Marks) 
End of Part I 
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Part II   
 

Answer any three (3) questions 
 

Question No. 02 (20 Marks) 
 
(a) Explain the meaning and the scope of corporate level strategy for a multi- business unit 

organization.                        (10 Marks) 
                                                                          
(b) Differentiate between ‘horizontal integration’ and ‘vertical integration’ citing an example from an 

actual or a hypothetical imaginary organizational setting in the business world.        (10 Marks) 
(Total 20 Marks)      

                         

Question No. 03 (20 Marks) 
 
(a) Briefly explain the meanings  of ‘Delegation’ and ‘Co-ordination’ and critically comment on the 

following statement:  
 

“By effective ‘delegation’, need for ‘co- ordination’ can be avoided when implementing strategy”. 

             (10 Marks) 
 

(b) “Rules and regulations guide control action in an organization and hence assists controlling actual 
results conform to planned results.  Organizational culture, on the other hand, helps an organization 
to bring about higher motivation amongst organizational members and not quite so in bringing 
about control”.                 
 

Analyze and comment on the above statement, expressing your agreement or otherwise. 
 (10 Marks) 

                     (Total 20 Marks) 
 
 
 
Question No. 04 (20 Marks) 
 
(a) In commercial organizations, ROA (return on assets) or ROI (return on investments) and EPS 

(earnings per share) are some important measures of financial success and are of great importance 
to shareholders, who are the real owners of such organizations. 
 

Apply concepts of the Balanced Scorecard (BSC), popularly acclaimed as one of the modern 
control systems, to explain how control action is formulated to ensure financial success, taking the 
case of a unit of a financial organization that is granting personal loans for professionals.         

(15 Marks) 
                                                                          

(b) Briefly explain the concept of ‘reengineering’ and whether in your opinion there is a relationship 
between reengineering and the balanced scorecard philosophy.                (05 Marks) 

 (Total 20 Marks) 
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Question No. 05 (20 Marks) 
 
(a) Value chain is considered an important concept in strategically managing an organization. Briefly   

explain the idea of value chain and its importance popularized by Michael Porter in his landmark 
publication in 1985. You are NOT required to present the constituents of the value chain.  

                   (10 Marks) 
 

(b) Briefly explain how value chain can assist in formulating generic strategic options of ‘cost 
leadership’ and ‘differentiation’. Support your answer with an example of one such possible 
application with reference to a manufacturing organization practising cost leadership strategy and is 
procuring of raw material from imported sources.                  (10 Marks) 

End of Part II 
End of Question Paper 

 


