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Subject Subject Code 

Business Strategy and Policy  (BSP / SL 2 – 402) 
 

 

PART I  
 

Answer all questions 
 

Question No. 01 (40 Marks) 

 

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

 

Glorious Trading Company (Pvt) Ltd (GTC) is a company primarily engaged in importing and 

distributing a range of high quality items founded in the late 70s, by Shrewd  Dasanayake (SD),  a self- 

made entrepreneur, hailing from down south. A visionary personality with an  immense desire to be the 

owner of a business conglomerate in the country, SD has an insatiable appetite for hard work, manages 

his enterprise with considerable passion and has built up a disciplined organization that has emerged as a 

trading power house in the field of marketing construction equipment and a range of other products that is 

described in the section below .Marketing  high value equipment also requires carrying spares for 

maintenance of such equipment, and firms marketing such products are required to keep sufficient stocks 

for this purpose.GTC has earned a good reputation amongst its customers in this dimension. GTC is a 

relatively debt-free organization as SD believes paying interest to Banks needs to be avoided as far as 

possible and the company is financed mostly by equity, and interest-free loans provided by SD from time 

to time, to accommodate working capital needs. In addition, the corporate headquarters in Kollupitiya is 

housed in one of the properties of SD afforded at nominal rental. Also beginning of April 2012, SD sold 

one of his private buildings and introduced the proceeds to improve his equity stake in the business. 

 

GTC is the sole agent for several reputed products in the field of civil and road construction equipment 

that can be classified under the Machinery product range of GTC. Most of these products are 

manufactured by reputed European organizations and are of high quality standards in terms of 

performance, durability and reliability and carry long periods of warranty, even though these products are 

very high in price in the market place. 
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The Automobile range  comprises  luxury  models   of  a  car under the brand name of ‘Super Deluxe’ that 

has gained popularity as a prestigious automobile renowned for safety, in particular .Since after sales 

service is an integral element of the marketing mix in marketing automobiles, SD has invested in a state 

of the art workshop in Ratmalana in a spacious premises with all modern amenities and  carries generous 

volumes of spare parts of all models of Super Deluxe,  that is now in its 7
th
 model since the introduction 

of its inaugural model as far back in 1971. This work shop also accommodates repair needs of other 

products that need after sales service such as construction equipment carried out in a separate section by a 

dedicated crew. 

 

The Electrical Products category   consists of   a range of electrical switchgear of French origin and its 

flagship product-a Trip switch   is considered the safest protective trip switch available in the country. 

‘Cheap things, no good ’is a cliché   that is frequently preached at GTC and the range of Electrical 

products is no exception to this rule, in deciding additions to its product range. The distinct advantage of 

the Electrical products range is the fact that they do not require any servicing or repairs and the after sales 

facilities  only consists of providing warranty replacements for any defects that are being fully 

replenished  by the  French principals of GTC, at no extra cost to the local company. 

 

Mr. Shrewd Dassanayake is the chairman followed by his two sons functioning as the joint managing 

directors that comprise the board of directors of GTC. Rajesh Silva is the General Manager of the 

company followed by three zonal mangers X, Y and Z in charge of Western, Regional and North/East. 

From an organizational structure perspective the company is divided into three zones namely;  

• Western  - The Western province,  

• North/East - The Northern and Eastern provinces and  

• Regional - Rest of the country. 
 

The zonal mangers are responsible for achieving the sales targets fixed by Rajesh, the General Manager, 

himself a professional marketer with years of practical experience but somewhat reluctant to upgrade his 

strategic marketing skills, perhaps due to enormous work pressures in managing a growing enterprise and 

dealing with a diversified portfolio of products. 

 

At the same level of the zonal managers are the company’s Finance manager, Commercial Manager, the 

Human Resources manager and Workshop manager ,all  reporting to Rajesh Silva. Commercial manager 

is responsible for importing and distributing merchandise and also under him functions the Stores 

manager responsible for all inventory-related duties.  

 

‘No sale is completed until the monies are collected’ is a principle of SD and the importance of cash 

management is so deeply rooted in the corporate culture of GTC. All three zonal managers are fully 

responsible for their collections in the respective regions where sales are done by appointing suitable 

wholesalers/distributors. Zonal managers are carefully selected from the regions that are expected to 

possess local knowledge not only of sales prospects of the areas concerned   but also the credit worthiness 

of the wholesalers who constitute the backbone of the company’s commercial success. “Not only a 

satisfied network of sound and powerful  wholesalers help you to increase sales and reduce your credit 

risk but also can act as a first mover advantage” is something Rajesh Silva mentioned at the last 

concluded monthly  management meeting. Under each zonal manager are several sales representatives, 

each of them marketing the company’s product range in their identified sales territories? 
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Reward policy of GTC is based on the principle that growth   in sales   is the foundation of corporate 

success .SD has built in several safeguards in ensuring sales eventually translate into profitability in GTC. 

The commercial manager will do the costing of products adding all import-related costs from the 

establishment of LC s up until to the stage all goods are cleared and transported to the company’s stores. 

These costings are passed on to the Finance division who will check the Commercial division’s 

calculations for completeness and accuracy and fix the respective selling prices with a mark-up of 40% on 

cost and also  taking in to account all taxes such as VAT. Another principle followed in GTC is to 

compensate their field sales representatives handsomely by paying above-average industry salaries in line 

with the thinking of SD, that one needs to be free of financial pressures for full concentration on their 

official duties .However, each sales reps collection success rate is factored in to their calculation of 

bonuses  that GTC pays at the end of each financial period .Each employee with over one years’ service is 

entitled to two months as a bonus and additionally the sales representatives who have exceeded their sales  

targets are paid an additional month’s salary as a special bonus, whilst those with a low success rate in 

collections are penalized in their bonus entitlements. 
 

The younger son of the Chairman Mr. Deshan, earmarked to take over the company in succession has 

recently attended an entrepreneurship executive development program in Singapore. He had an 

opportunity to get theoretical insights in to strategically-oriented concepts in managing large, diversified 

organizations and appointed a consulting firm to study the affairs of GTC. Amongst their several 

recommendations, included is the appointment of a Management Accountant to GTC as well as an advice 

to the GTC Board to “carefully consider the creation of a suitable SBU structure as key corporate level 

strategic consideration”. 
 

Consequent to these recommendations   you have been appointed to the   position of the management 

accountant and you are in now the process of studying about the business and its strategic and operational 

perspectives. You also have accessed some pertinent information detailed as per the attached schedule. 
 

Glorious Trading Company (Pvt) Ltd 
 

(Some extracts from Corporate and Financial Information  Years ended 31st March 2011,2012 and 2013) 

2011 2012 2013 

  Rs. '000 Rs. '000 Rs. '000 

Sales 501,012 581,011 627,017 

Less: 

Cost of sales 400,799 464,998 501,613 

Administration Expenses 60,120 69,710 75,241 

Selling Expenses  25,010 29,112 31,360 

Finance Expenses  13,093 5,997 6,044 

Net Profit before tax 1,990 11,194 12,759 

Average increase of prices effected by GTC of all products in the year,  

13% 13% 10% compared to the previous year 

    

Region wise contribution to total sales 

Western 40% 40% 50% 

North/East 10% 20% 30% 

Regional 50% 40% 20% 

    

Average annual Market Growth rate of all product categories, GTC 
10% 15% 15% 

is presently marketing  
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You are required to: 
 

(a) (i) Briefly distinguish between ‘Corporate strategy’ and Business strategy’’.          (06 Marks) 

  

(ii) What is meant by the term Strategic Business Unit (SBU)?            (04 Marks) 

 

(iii) Critically evaluate  the  manner GTC has presently organized it’s business activities  from a 

corporate level strategic perspective, and as recommended by the consulting firm, forward 

your recommendations for an appropriate SBU structure that will enable GTC to conduct 

business activities  in a more strategically competitive manner.                (10 Marks)   

                             

(b) In regard to the product range ‘Super Deluxe,’ which generic strategy as per Michael Porter’s 

generic strategy framework, is GTC following? Briefly explain the strategic logic as per this 

generic strategic option.               (08 Marks) 

  

(c) The Finance Manager presenting the financial results for the year 2013 appeared to be happy as the 

profit for the year has increased, compared to the previous year. What are your views of the 

company’s profitability for the year ended 31/3/2013? (Hint: your answer should include and go 

beyond the financial perspective)             (12 Marks)    

                                                                                            (Total 40 Marks) 

End of Part I 

 

 

Part II   
 

Answer any three (3) questions 
 

Question No. 02 (20 Marks) 
 

(a) After attempting the Strategic level examinations, you have been appointed as an assistant manager 

in the planning department of a large manufacturing organization, the second largest supplier of 

domestic water pumps in the country.  
 

“I am not very clear as to what is meant by the term ‘Stakeholders’. Perhaps, it means another term 

for ‘Shareholders’, probably to describe a group of shareholders holding large parcels of shares in a 

company” This is a statement made by one of the functional managers from the manufacturing 

department.  
 

Do you agree or disagree with this statement? Justify your answer naming the different kinds of 

stakeholders.                (05 Marks) 

                                                                          

(b) Briefly explain the terms ‘Corporate Social Responsibility’ and ‘Business Ethics’.       (05 Marks) 

 

(c) ‘The mission of a typical commercial organization describes what it aims to become and achieve in 

the future, in terms of shareholder wealth creation’. 
 

Critically comment on the above statement.                     (05 Marks) 
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(d) Your colleague is part of a team responsible for setting objectives in an organization and has come 

up with the following objective for the business development department, as one of their priority 

areas: 
 

‘Ensure market penetration in to North and East provinces in the   country by establishing   

branches’. 

  

How will you determine the appropriateness or otherwise of this objective?         (05 Marks) 

(Total 20 Marks)                                                                      

Question No. 03 (20 Marks) 
 

The company you are presently working in as an Accountant intends to commence a new line of business 

in the form of importing and marketing a range of ‘lap-top computers’ from Korea. Included in a 

committee to conduct and   report   on   ‘Macro Environmental’ analysis prior to formulating a strategy 

for this new venture. 
 

You are required to: 
 

(a) Briefly explain two variables per category that you may consider relevant under ‘Political’, 

‘Economic’ and ‘Socio-cultural’ forces.                  (06 Marks) 

                                                                          

(b) What do you understand by ‘Porter’s Five Forces Model’?  Illustrate with a diagram.   (05 Marks) 

 

(c) ‘Rivalry amongst current competitors in the industry’ is one amongst Porter’s   five forces model of 

industry competition. Briefly discuss any three factors that may be considered under this industry 

force.                      (09 Marks) 

 (Total 20 Marks) 

 

 

 

Question No. 04 (20 Marks) 

 

(a) Define the term ‘Strategy Implementation’.            (03 Marks) 
                                                                          

(b) “We are in the function of Finance, and ‘Culture’ is something that belongs to the Directors .Hence 

as middle managers we do not have to be really concerned with it” –This was a statement by   your 

superior-Finance Manager   made at an initial discussion, upon you joining a medium-sized 

construction company started by two civil engineers, in the capacity of an Accountant in that 

company.  
 

Do you agree or not, with this statement? Support your answer with a brief description of what is 

meant by organizational culture.                                 (06 Marks) 

 

(c) Sarath Pereira is an accounts executive in the Finance Division   where you function as 

Management Accountant leading the management and cost accounting sub-division within the 

Finance division   in a large trading organization, importing and distributing a range of high-end 

electrical switch gear. The company is embarking on a major change in its distribution strategy 

where it plans to sell direct to retailers in certain regions of the country, where the distribution was 

a effected prior to the proposed change through wholesalers .This was decided with the objective of 

improving profitability of these regions consequent to findings arising from a customer profitability 

exercise. 
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Sarath was earlier handling credit control and the change has proposed that he reports direct to you 

and will be involved with costing and pricing .Sarath has earned an enviable reputation as an 

excellent subordinate and you always felt he will have no problems in fitting in to his new role 

given his wide range of skills and knowledge in costing. However just before the change is to be 

implemented you notice some symptoms of dissatisfaction despite being assured of no loss of 

income as a result of the contemplated change. 
 

Discuss the possible reasons for this dissatisfaction that is now clearly visible in Sarath. (06 Marks) 

 

(d) Demuth  is  the Management Accountant in Enthusiastic Distributors Private Ltd and is responsible 

for the preparation of the Budget of the company and present it to the Directors for approval before 

the commencement of the financial year .Because of some urgent work in relation to introduction of 

some new products  Demuth  has delegated his responsibility of budget compilation and 

presentation  to Mohan  his subordinate  a qualified  Accountant, and also has sent a circular to all 

divisional managers requesting them to forward all details and extend support to Mohan helping to 

accomplish this task. 
 

(i) What do you understand by the term ‘Delegation’?          (02 Marks) 

 

(ii) Is Demuth correct in delegating his responsibility of compilation and presentation of the 

budget to Mohan?                (03 Marks) 

(Total 20 Marks) 

 
 

 

Question No. 05 (20 Marks) 

 

(a) Compilation of the annual budget in an organization commences with the preparation of the Sales 

budget followed by other connected budgets such as manufacturing budget, raw material 

purchasing budget and so on in a typical manufacturing company .Each functional manager is 

responsible for performance parameters in their domain as specified and agreed upon by them at the 

annual budget sessions where such budgets receive formal approval of the Directors.  
 

The company budget therefore is an all-inclusive Income/Revenue and Expenditure forecast for an 

organization prepared in advance of a financial year and hence becomes a comprehensive document 

where actual performance of all functions can be compared and hence controlled through a 

comprehensive variance analysis exercise that enables reasons for adverse variances are   

ascertained and remedial action instituted to rectify areas of underachievement.  
 

‘Budgetary Control process as outlined above is an effective means of instituting adequate strategic 

control in an organization’. 
 

Critically evaluate the above statement.             (08 Marks)   

                                           

(b) Compare and contrast between ‘Feedback’, ’Feed forward’ and ‘concurrent’ types of control. Also 

cite an example under each type of control.                         (06 Marks) 

 

(c) What is meant by ‘Agency problem’ in an organization?  How does it arise?        (06 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 

 


