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Question 1 

 

a) Candidates are first required to define strategic management accounting (SMA). Derived 

from the definition or otherwise, the benefits of SMA should be explained in the context 

of SL. These would include, but not limited to; 

 

� Facilitate the design of strategies (e.g. design of cost leadership strategies through cost 

 minimization, tight cost control and economies of scale and scope) 

� Implementation and monitoring of strategies (e.g. provision of strategic internal and 

 external information for decision making) 

� Performance evaluation  

 

b) Candidates are required to identify the position of the two clubs based on their life cycles 

and discuss how the proposed pricing strategy should be followed. Also it is necessary to 

address any other factors to consider. Although there is no direct answer given below is a 

possible option.  

 

 E.g. Maharagama club is in the late introduction or early growth stage. Accordingly the 

marketing mix (pricing in particular) has to be suitable. If it is focusing on high income 

professionals, it is better to adopt product differentiation. So that SL would be able to 
charge a premium. On the other hand, if the target market is low income people then it is 

better to follow the cost leadership. Accordingly a lower price should be charged. 
 Horana club is in the introduction stage. Similarly, SL could follow either cost leadership 

or differentiation strategy. The answer depends on how the students build up their 
argument. Depending on the pursued strategy the pricing will have to be adopted.  

 Whatever the pricing strategy followed, the operational activities will have to be aligned 
accordingly. For example, if differentiation is followed through premium pricing its offer 

will have to be different to competitors.  
 

c) Candidates are strongly recommended to follow the report format when answering this 

question. The report should be arranged to answer the specific points given in the 

question.  

 

 Issue 1:Poor performance of Horana club 

� The relationships between cost, revenue, and profitability 
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 Candidates are first required to analyse the coststructure to identify some critical 

 issues. 

 

 E.g. 

� Full capacity is not being utilized, hence the profit after charging salaries only 10%.  

� Total cost is Rs 670,000 and expected members to cover this cost would be 

(670,000/25,000) 28 (break-even point). However, the club is having only twenty 
members (500,000/25,000). Compared with the Maharagama club this is a very low 

volume of business. Given most of the costs are fixed (as per the nature of business) 
capacity utilization is a major issue of the club.  

 

� The Filochem proposal 

 

Candidates are required to identify how the proposal of Filochem would affect the cost, 

volume and profit relationship of the club. The proposal will have to be evaluated in the 
lenses of the critical issues identified in the first point of the report. Candidates can discuss 

how the proposal would enable the club to achieve the break-even point assuming the costs 
are fixed (but this is unlikely as there will be some variable costs that would vary with the 

membership). Despite the attractiveness of the contract, candidates are also needed to address 
some issues associated such as; 

 

� Are there any existing members who are working for the proposed organizations, if so 

how many? 

� If there are existing members who work for this organization what % of income is 

reduced? 

� The impact on proposed pricing mechanism on the existing members. Is there any 

possibility that the existing members’ asking the same price reduction? 

� Duration of the agreement and sustainability 

 

� Incentive scheme for the new club manager 

 

Candidates are required to explain the purpose of the remuneration system and how it could 

be designed. For example they can explain why the incentive system should be linked to the 

membership growth and service quality, which is to maintain the long term club 

reputation.Candidates can also discuss that any proposed systemrequires the adoption of a 

multi-dimensional performance evaluation scheme that considers various possible KPIs such 

as number of new club members, member satisfaction, staff satisfaction, etc. Moreover, a part 

of the package should be team-based since the performance improvement of the club is 

essentially a collective exercise.  

 

Issue 2: Imminent competition in Maharagama 
� Competitor analysis and competitive strategy 

 
Candidates are required to discuss their stance on the arrival of PL. it will also be essential to 

address what other information is needed to perform a competitor analysis. For example 
candidates can argue that the arrival of PL as a threat to SL. In this case, a possible 

completive strategy would be to focus on high income and professional those who need high 

quality service. Since Maharagam club is having unique qualified staff focusing on this kind 
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of a strategy would be much more effective. In a service setting such as health club, the 

membership experience or satisfaction greatly depends on the quality of the training staff. Yet 

its old equipments would be a deterrent and capital investments are needed to upgrade them. 

Given the time period of six months this is possible. In the meantime SL will have to collect 

more information on PL with regard to its pricing, service delivery, staff experience, other 

facilities, etc through a competitive benchmarking exercise.   

 
� Long-term viability of the club 

 

Candidates need to discuss possible future directions for the club by building on the points 

addressed in the answer to the previous point. For example, if PL and SL are going to be 

competing with pricing (pricing cutting strategy) the long term viabilityis questionable for 

both. From the given limited information, it seems that PL is going to be focused on low and 

middle income groups. Also there is the possibility of new entrants with unique value 

prepositions. A possible opportunity is the expected growth in the market size, but SL 

requires a proper strategy to capitalize on this. This highlights the importance of competitor 

analysis and collection of external information to craft a sustainable competitive advantage.  

 
 

Question 2 

 

a) Candidates should use an appropriate example from the given organization.  

 Then they should explain the connection between PEMA and MEMA. 

 Also they should describe how that connection is built up using a suitable mechanism.  

 

b) Candidates are required to draw the Comprehensive Framework for EMA of Burritt, 

Hahn, and Schaltegger, (2002) as follows.  

 

 

 Monetary EMA Physical EMA 

Short-term Long-term Short-term Long-term 

Past oriented 
Routine     

Ad-hoc      

Future oriented 
Routine     

A- hoc      

 

Then they are required to map the EMA information correctly.  

 

i. Raw material requirement in tones for the production budget for the next quarter 

 � Physical, ad-hoc, future oriented information, ST 

 

ii. Monthly cost savings achieved due to the solar panel system installed in the last year 

 � Monetary, routine, past oriented information, ST/LT 

 

iii. Quantity of carbon credits to be purchased from the world carbon markets next year  
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 � Physical, ad-hoc, future oriented information, ST 

 

iv. Cost of printing the integrated annual report of the next year according to the guidelines 

of the International Integrated Reporting Council (IIRC)  

� Monetary, ad-hoc, future oriented information, ST 

 

c) Candidates are first required to define an energy audit 

 (An exercise of monitoring the current energy consumption pattern of a building/any 

other entity, and analyzing the patterns by energy experts) 

 

Then they are required to explain the benefits/importance such as  

� Development of a heat map (A map that shows the high/low heating areas) 

� Identification of the energy consumption  

� Identification of the energy leakages 

� Possibility to understand ways to improve energy efficiencies through expert comments 

 

 

Question 3 

 

a) It appears from the scorecard that Print Cool Ltd. was not successful in implementing its 

strategy in 2015. Although it achieved targeted performance in the learning and growth 

and internal business process perspectives, it significantly missed its targets in the 

customer and financial perspectives. Print Cool Ltd. has not had the success it targeted 

in the market and has not been able to reduce fixed costs. 

 

b) Print Cool Ltd.’s scorecard does not provide any explanation of why the target market 

share was not met in 2015. The scorecard is not helpful for understanding the reasons 

underlying the poor market share. 

 Print Cool Ltd. may want to include some measures in the customer perspective (and 

internal business process perspective) that get at these issues. These measures would then 

serve as leading indicators (based on cause-and-effect relationships) for lower market 

share.  

 

c) Print Cool Ltd. should include a measure of employee satisfaction to the learning and 

growth perspective and a measure of new product development to the internal business 

process perspective. The focus of its current scorecard measures is on processes and 

not on people and innovation. 

• Improving employee-related measures results in improved internal-business 

process measures, market share and financial performance. 

• Adding new product development measures with improved quality to internal 

business processes is also important. Hence, the scorecard should contain some 

measure to monitor progress in new product development. Improving quality 
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without developing and selling new products (or downsizing) will result in weak 

financial performance. 

 

 
 

Question 4 

 

a) Candidates are required to identify & explain following specific characteristic of each 

approach. 

Mechanistic approach: 

• Mechanization in production technology  

• Production-orientation in management. 

• Technology is semi-automatic and inflexible. 

• Orientation is an essentially centered on production rather than customer needs. 

 

Post mechanistic approach 

• Digital technologies with the manufacturing flexibility.   

• Customer orientation 

• competitive advantage is achieved by exploring economies of scope 

 

b) Candidates are required to elaborate about ABC/ABM and BSC approaches. 

 

 

Question 5 

 

a) Owing to the high level of competitiveness in the external environment, high level of 

decentralization, production process complexity, differentiation strategy and size (as 

reflected by the number of employees) the company requires a sophisticated MAS as 

advocated by the Contingency Theory.   In order to meet the complexity associated with 

the company as driven by the said contingent factors the sophistication is preferred. 

(Elaborate)  

 

b) The institutional forces, one or more, that are at play, viz. coercive, normative and 

cultural cognitive may give rise to resistance against the required expansion of the MAS.  

They will manifest in the organization is various forms. (Elaborate)                               

 

 


