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PART I  
 

Answer all questions 
 

Question No. 01 (40 Marks) 

 

Read the following case and answer the questions given at the end of it.   

 

Top Quality House Builders (Pvt) Ltd (TQHL) is a company that purchases and develops land and builds 

homes for the selective owner- occupation market, without building houses to individual specification. 

TQHL is founded and led by charismatic Hector Daluwatte, a structural engineer by profession, and 

employs many civil engineers. TQHL an organization founded on strong values and ethical principles, 

specializes in building highly standardized houses and is able to achieve many cost advantages ranging 

from sourcing and purchasing large blocks of land, procurement of raw materials, cost effective designing 

and a host of other innovative construction practices. Nevertheless, Hector is proud of the high quality 

standards achieved by TQHL and accordingly prices his products at a premium, almost in line with 

custom made houses, where the customers have the luxury of designing houses to their individual 

specifications, a flexibility valued by many up-market customers. However, Hector is a firm believer that 

there is a large segment of up-market buyers who are willing to sacrifice flexibility for individual 

specifications in favour of durability and quality. “Quality is not only the responsibility of those who 

construct houses but must pervade the minds of all employees right from the sourcing of project sites, 

selecting raw materials and  up until the customers occupy their houses”, advocated by Hector is a widely 

accepted norm at TQHL. 
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Hector, an astute businessman of great wisdom, also places heightened importance to the quality of the 

company’s customer service that can be seen as an important factor that customers will always value. 

Hence service, delivery on time   and durability stamped by the TQHL high quality brand image are 

amongst the major attributes that enable the company to attract premium prices for the company’s houses. 

At one of the company’s initial planning sessions almost two decades ago Hector advocated that   

“Professionals are the type of customers whom we must target as our value propositions will be highly 

valued by professional couples who do not have the luxury of time to supervise quality, yet are most 

likely to place a greater degree of importance to this important quality attribute which they want to invest 

for their life. That is why I have even incorporated free warranty repairs for 2 years from the date one 

occupies” 

 

The company is organized in to Marketing, Finance, Construction, Quantity surveying/Designing (Q&D), 

Purchasing/Stores and the Legal divisions functioning under the leadership of professional managers from 

the respective fields. The prospective customers are sourced by the marketing staff who are invited for an 

initial discussion and afterwards are expected to meet the R & D division by prior appointment to get an 

idea of the technical aspects of the houses. House is a long term and a substantial investment for an 

individual and such clarifications and confirmations on durability and quality   are considered an 

important   stage in the buying process that will help to instil customer confidence and hence are an 

important determinant of customer satisfaction. Thereafter, the customers are sent back to the marketing 

department for the customer registration process and afterwards to the Finance department for price 

negotiations. The company also affords their customers another value adding service in form of assistance 

to negotiate bank loans and on agreeing prices with the finance division the customers will revisit the 

marketing division for this service before eventually ending up in the legal division for legal formalities. 

 

You are required to: 
 

(a) (i) Briefly explain what you understand by the term ‘Strategy’.                  (03 Marks)      

 

(ii) Briefly explain Porter’s generic strategy framework and discuss the strategy adopted by 

TQHL in their business with reference to this framework.          (11 Marks)   
                             

(b) Briefly explain what do you understand by the term ‘corporate culture’ and discuss the role and 

importance of culture in strategy implementation, also making reference to TOHL.        (09 Marks) 

  

(c) (i) Explain the terms ‘a business process’, and ‘Business Process Reengineering.      (06 Marks) 
 

(ii) Asela the finance manager is of the opinion that the company needs to re-engineer the 

processes to make its service more customer responsive.   

Briefly explain whether you agree with Asela’s point of view.         (03 Marks) 

            

(d) Asela, the finance manager is responsible for presenting information to board meetings and Hector 

is particularly interested in information in relation to financial controls of his company, from his 

Head of Finance. After attending a seminar on strategic controls recently, he is also   concerned 

about some information that will address important perspectives other than financial aspects of the 

business. Briefly discuss the main areas of likely customer concerns when viewing TQHL’s 

performance through the customer’s eyes.                    (08 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 what do you understand by the expression ‘organizations are open systems’, and the 

importance of recognizing organizations as open systems.            (05 Marks) 

                                                                          

(b) ‘Agency theory suggests that the firm can be viewed as a nexus of contracts (loosely defined) 

between resource holders’ –BSP Study Text, CMA. 
 

Briefly explain the nature of the agency relationship between the shareholders and top management 

in an organization, and how conflicts can arise in such a relationship.         (06 Marks) 
 

Mention two ways of managing such conflicts.                 (02 Marks) 

 

(c) Drawing from your knowledge in relation to characteristics of a strategic decision, explain why a 

major capital expenditure decision in an organization is a strategic decision.        (05 Marks) 

 

(d) Briefly explain the concept of ‘business ethics’ in a business organization.               (02 Marks) 

(Total 20 Marks)      

 

                                                                 

 

 

 

Question No. 03 (20 Marks) 

 

‘Strategic Audit’, alternatively referred to as an ‘Internal Environment Analysis’, will help us to 

understand the ‘strengths’ and ‘weaknesses’ that form an integral part of the popular ‘SWOT analysis’, 

often used as an input in generating possible strategies. 
 

(a) Define the terms ‘Strengths and Weaknesses’ in relation to strategy formulation.           (04 Marks) 

  

(b) Explain the scope of ‘Performance analysis’ as an important stage in conducting a strategic audit of 

a company.                (08 Marks)  

 

(c) Briefly explain what do you understand by the concept ‘Value Chain’ popularized by Porter and its 

relevance in strategy formulation. (You are not required to explain the constituent components of 

the value chain).                      (08 Marks) 

                     (Total 20 Marks) 
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Question No. 04 (20 Marks) 

 

(a) Comment on the statement ‘Vision of a company centers around giving a vivid description of the 

company’s current business activities and highlights the boundaries of the current business’.   

(04 Marks) 
                                                                          

(b) Nilanth, a close friend of your father is a brilliant wood craftsman and has just retired as the 

Production manager of a leading manufacturing organization. He plans to commence his own 

business and is in the process of developing a business plan for his new venture. As a strategic 

management student you have studied the importance of formulating a mission for an organization 

and hence have requested Mr. Nilanth to describe what business he is going to be in. Accordingly 

Nilanth responded that he plans his mission statement to be “producing and marketing wooden 

chairs”.   
 

Analyse the appropriateness or otherwise of Mr. Nilanth’s mission statement for his planned new 

business venture.                 (07 Marks) 

                              
(c) Briefly explain the role of ‘Leadership’ in an organizational context, in strategy implementation. 

  (04 Marks) 

 

(d) Briefly explain the importance of ‘rewards’ in implementing strategy, in a commercial 

organization.                        (05 Marks) 

 (Total 20 Marks) 

 
 

Question No. 05 (20 Marks) 

 

XYZ Company is involved in the business of ‘Milk Processing currently purchasing its milk requirements 

from independent farmers owning cows. It is looking to grow by seeking growth through the route of 

‘vertical integration’. 
 

ABC is a company that is involved in exactly the similar business as XYZ Company, but is much smaller 

in size. 
 

You are required to: 
 

(a) Briefly explain the concept of vertical integration.            (04 Marks) 
 

(b) What is meant by ‘forward integration’ and ‘backward integration’?         (04 Marks) 
 

(c) Cite with an example of a business opportunity for XYZ Company, if XYZ is to practise backward 

integration.                (04 Marks) 
 

(d) Briefly explain the concept of ‘horizontal integration’.           (04 Marks) 
 

(e) Cite an example of a business opportunity for XYZ, if XYZ is to look for a growth opportunity 

through the route of ‘horizontal integration’.             (02 Marks) 

                

(f) Give a possible advantage for a company resorting to horizontal integration.       (02 Marks) 

 (Total 20 Marks) 

End of Part II 
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Present value table  
  

Present value of 1.00 unit of currency, that is (1 + r)
-n 

where r = interest rate; n = number of periods until payment or 

receipt.  

  
Periods (n)  Interest rates (r) 

 

1%  2%  3%  4%  5%  6%  7%  8%  9%  10%  
 

1 0.990 0.980 0.971 0.962 0.952 0.943 0.935 0.926 0.917 0.909 

2 0.980 0.961 0.943 0.925 0.907 0.890 0.873 0.857 0.842 0.826 

3 0.971 0.942 0.915 0.889 0.864 0.840 0.816 0.794 0.772 0.751 

4 0.961 0.924 0.888 0.855 0.823 0.792 0.763 0.735 0.708 0.683 

5 0.951 0.906 0.863 0.822 0.784 0.747 0.713 0.681 0.650 0.621 

6 0.942 0.888 0.837 0.790 0.746 0705 0.666 0.630 0.596 0.564 

7 0.933 0.871 0.813 0.760 0.711 0.665 0.623 0.583 0.547 0.513 

8 0.923 0.853 0.789 0.731 0.677 0.627 0.582 0.540 0.502 0.467 

9 0.914 0.837 0.766 0.703 0.645 0.592 0.544 0.500 0.460 0.424 

10 0.905 0.820 0.744 0.676 0.614 0.558 0.508 0.463 0.422 0.386 

11 0.896 0.804 0.722 0.650 0.585 0.527 0.475 0.429 0.388 0.350 

12 0.887 0.788 0.701 0.625 0.557 0.497 0.444 0.397 0.356 0.319 

13 0.879 0.773 0.681 0.601 0.530 0.469 0.415 0.368 0.326 0.290 

14 0.870 0.758 0.661 0.577 0.505 0.442 0.388 0.340 0.299 0.263 

15 0.861 0.743 0.642 0.555 0.481 0.417 0.362 0.315 0.275 0.239 

16 0.853 0.728 0.623 0.534 0.458 0.394 0.339 0.292 0.252 0.218 

17 0.844 0.714 0.605 0.513 0.436 0.371 0.317 0.270 0.231 0.198 

18 0.836 0.700 0.587 0.494 0.416 0.350 0.296 0.250 0.212 0.180 

19 0.828 0.686 0.570 0.475 0.396 0.331 0.277 0.232 0.194 0.164 

20 0.820 0.673 0.554 0.456 0.377 0.312 0.258 0.215 0.178 0.149 

 

  

  
Periods (n)  Interest rates (r) 

 

11% 12% 13% 14% 15% 16% 17% 18% 19% 20% 

1 0.901 0.893 0.885 0.877 0.870 0.862 0.855 0.847 0.840 0.833 

2 0.812 0.797 0.783 0.769 0.756 0.743 0.731 0.718 0.706 0.694 

3 0.731 0.712 0.693 0.675 0.658 0.641 0.624 0.609 0.593 0.579 

4 0.659 0.636 0.613 0.592 0.572 0.552 0.534 0.516 0.499 0.482 

5 0.593 0.567 0.543 0.519 0.497 0.476 0.456 0.437 0.419 0.402 

6 0.535 0.507 0.480 0.456 0.432 0.410 0.390 0.370 0.352 0.335 

7 0.482 0.452 0.425 0.400 0.376 0.354 0.333 0.314 0.296 0.279 

8 0.434 0.404 0.376 0.351 0.327 0.305 0.285 0.266 0.249 0.233 

9 0.391 0.361 0.333 0.308 0.284 0.263 0.243 0.225 0.209 0.194 

10 0.352 0.322 0.295 0.270 0.247 0.227 0.208 0.191 0.176 0.162 

11 0.317 0.287 0.261 0.237 0.215 0.195 0.178 0.162 0.148 0.135 

12 0.286 0.257 0.231 0.208 0.187 0.168 0.152 0.137 0.124 0.112 

13 0.258 0.229 0.204 0.182 0.163 0.145 0.130 0.116 0.104 0.093 

14 0.232 0.205 0.181 0.160 0.141 0.125 0.111 0.099 0.088 0.078 

15 0.209 0.183 0.160 0.140 0.123 0.108 0.095 0.084 0.079 0.065 

16 0.188 0.163 0.141 0.123 0.107 0.093 0.081 0.071 0.062 0.054 

17 0.170 0.146 0.125 0.108 0.093 0.080 0.069 0.060 0.052 0.045 

18 0.153 0.130 0.111 0.095 0.081 0.069 0.059 0.051 0.044 0.038 

19 0.138 0.116 0.098 0.083 0.070 0.060 0.051 0.043 0.037 0.031 

20 0.124 0.104 0.087 0.073 0.061 0.051 0.043 0.037 0.031 0.026 

 
 

 

 

End of Question Paper 

 


