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Instructions to Candidates
1. Time allowed ighree (3) hours.
2. Total: 100Marks
3. Answerall questions in Part | arttiree (3) questions from Part 1.
4. The answers should beinglish Language.

Subject Subject Code
Business Strategy and Policy (BSP / SL 2 —402)

PART |
Answerall questions

Question No. 01 (40 Marks)

“The business environment is becoming increasingiypetitive. We will have to explore various means
to see how we can achieve better growth rates amisilsy expenses”. These were some opening remarks
by Asanka Fernando, Chairman of a mid-sized sgmtgls marketing company that distributes cricket
gear and equipment of all categories that includieoal children to professional cricketers in the
Western province, through appointed retailers fralnmajor cities. The company “Quality Cricket
Equipment (QCE)” was founded by Asanka Fernandaaschoolboy cricketer who almost came close
to playing for his country but opted to pursue grde in business in the UK, yielding to pressuréhef
wishes of his parents. Whilst in UK he was ableltain an internationally recognized cricket coaghi
certificate as well as play county cricket in UKathenabled him to develop a network of business
contacts that included a leading manufacturer @litgusports clothing specializing in a full rangé
male underwear earmarked for sports and sportsfwgplkocks. On his return to Sri Lanka in 2011
Asanka commenced his business as a regional whedegawo leading importers, second generation of
Asanka’s father’'s contemporaries, representingratere premium brands of Australian origin catgrin
for all product groups of the total range of cricgear, excluding cloth based products such asyerdie
also functions as the general manager of the comparfact these were the brands that he preferred
during his cricketing days. Cricket is a very p@wuport in Sri Lanka that enjoyed steady annuavtr

in all provinces and particularly increased growates have been witnessed in the North and Eas# sin
cessation of the war.
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Credit risk of the retailers is one of the probleemeountered by QCE as some retailers are findycial
indisciplined, mixing their finances and also syit#e to overtrading handling volumes of businfss
which they not quite financially equipped. Duringrecent sales supervision visits to retailers, th
company’'s new marketing manager -Mario recese¢keral complaints as to the selling pricedhef t
merchandise marketed by QCE citing increasing daliffies of their customers to pay higher prices.
Carrying out some extensive discussions with thegamy’s long standing retail customers, he observed
that these retailers, with a view to overcome sditficulties, for some time have been resorting to
cheaper products of Indian origin that are morerdtible from a customer perspective. During thsst vi
Mario was also convinced that slow-movement okssl expensive gear such as ‘helmets,” and high
guality ‘bats’ may be attributable to customer edfability. The importers of these substitute prcidare
SBUs of two large trading groups of companies andbuntry with considerable synergies in distribuiti
and promotion.

You are required to:

(@) Explain what do you understand by the term ‘strgtagd briefly explain and differentiate between
broad strategic priorities of Mario and Asankaetation to QCE.
(Hint: Use the levels of business knowledge to esslthe question) (06 Marks)

(b) Identify the components of mission of QCE, as piears form the facts given in the case study.
(04 Marks)

(c) If QCE is able to operate at a profit through cedtonalization and increasing prices, briefly
explain whether there is still a need for growth. (03 Marks)

(d) Apply Ansoff's growth share matrix and discuss tpossible directions of growth available to
QCE within its present product —market scope, stpgpyour answer by mentioning an example
under each option. (05 Marks)

(e) In the event Asanka wishes to adopt ‘vertical iraéign’ as a strategic option to achieve growth,
mention two possible options available to him. (04 Marks)

() Evaluate the strategy adopted by QCE according rtaf. Michael Porter's generic strategy
framework and explain reasons to support your answe (04 Marks)

(g) Carry outa SWOT analysis of QCE, only by utiliziiagts presented in the case study.

(08 Marks)
(h) In the event you are appointed to advise the cognganimprove its strategy, forward two
recommendations briefly explaining reasons undeglguch advice. (06 Marks)
(Total 40 Marks)
End of Part |
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Part Il

Answer anythree (3) questions

Question No. 02 (20 Marks)

(@)

(b)

(c)

List anyfour (4) main elements that constitute ‘market attractivehgsthe context of strategic
management. (08 Marks)

The GE business screen approach, an improved weo$ithe popular BCG growth share matrix
requires a strategic analyst to assess the coimpesitrength of each strategic business unit.
Mention anyfour (4) factors to be considered in carrying out suchssessment. (06 Marks)

List anytwo (2) limitations of using BCG growth share matrix asaalytical tool in strategic
management. (06 Marks)
(Total 20 Marks)

Question No. 03 (20 Marks)

(@)

(b)

You have been appointed as the financial managea ¢dcal higher educational institution
awarding foreign degrees (UK) in under graduateggrams where all programs are conducted,
evaluated and examined by all foreign lecturershan UK. Recently the foreign principals have
come up with an alternative proposal to conducM&®A program under ‘franchising’ method. A
meeting has been arranged to further discuss thegmsals and you are required to discuss
different types of inputs to be provided by thentraiser and the franchisee with particular
reference to the proposed higher educational veninder consideration. (10 Marks)

() Compare a company that is seeking ‘organic gngwas opposed to growth through
‘acquisitions’. (04 Marks)

(i)  Discuss the possible problems that a firm may emswhen seeking organic growth.
(06 Marks)
(Total 20 Marks)

Question No. 04 (20 Marks)

(a) Define the term an ‘industry’. (03 Marks)
(b) Mention three (3) conditions that will increase the bargaining poveérthe customers in a
particular industry. (08 Marks)
(c) Explain three (3) conditions where substitute products can contiltot enhanced competitive
intensity in a particular industry. (09 Marks)
(Total 20 Marks)
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Question No. 05 (20 Marks)

(&) You have assumed responsibilities as a finance gesina a medium-sized organization. Briefly
explain whether you consider organizational cultaréenfluence the type of controls adopted and
practiced by that company. (06 Marks)

(b) Define the term ‘re-engineering’ and explain howistlconcept contributes into strategy
implementation. (08 Marks)

(c) Explain ‘customer perspective’ as an integral congmd of the popular balanced score card
popularized by Kaplan and Norton in relation tahatocopy machine supplier.
(06 Marks)

(Total 20 Marks)
End of Part Il
End of Question Paper

Institute of Certified Management Accountants dflanka 4
Strategic Level — Business Strategy & Policy (BSR.2 - 402) — May 2015 Examination



