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Question No: 49 (Marks. 3)

What isthe significance of Production department in an organization?

Production department mainly concern with the achievement of organization geals and
targets. Production processes typically constitute more than 70 percent of afirm's total
assets. Production department plays a crucia role for implementing organizati orpstrategy.
Production-concerned decisions on plant location, plant size, , product design) choice of
equipment, size of inventory, inventory control, quality control, cost control, use of
standards, shipping and packaging, and technological innovation, jolyspécialization,

empl oyee training, equi pment and resource utilization. All these factors place an
important impact on success and failure of the strategy.

Question No: 50 (Marks: 3)

Auditors who perform audit can be divided, into three groups? Identify and define
each of them.

Peopl e who perform audits can be divided into threggroups: independent auditors,
government auditors, and internal auditoys:
https://sites.google.com/site/auditingr égiilati on/auditopedia-L/differ ent-types-of -
auditors & handouts page 155 and 186

Question No: 51 (Marks. 5)

Discussthe activities that can hélp an organization to reduce cost.

Cost leader ship emphasizes producing standar dized products at very low per-unit
cost for consumer s whe,ar e price-sensitive
A successful cost J€adership strategy usually permeates the entire firm, as evidenced by
high efficiency, low overhead, limited perks, intolerance of waste, intensive screening of
budget requests, Wide spans of control, rewards linked to cost containment, and broad
empl oyeeparti€ipation in cost control efforts.

Moredetal page 86 and 87

Question No: 52 (Marks: 5)

QSPM requiresintuitive judgments and educated assumptions. Discuss.
Requiresintuitive judgments and educated assumptions is one of the limitations of
QSPM.

The ratings and attractiveness scores require judgmental decisions, even though they
should be based on objective information. Discussion among strategists, managers, and
employees throughout the strategy formulation process, including development of a
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QSPM, is constructive and improves strategic decisions. Constructive discussion during

strategy analysis and choice may arise because of genuine differences of interpretation of
information and varying opinions

Question No: 53 (Marks: 5)

Finance or accounting plays an important rolein successful strategy
implementation process. You arerequired to give some of the examples of
finance/accounting decisionsthat may require policies.

Some examples of decisions that may require finance/accounting policies are;

1. To raise the amount of capital by issuing shares or obtaining a debt from.extesnal
parties.

2. To enhance the inventory turn over level

3. To make or buy fixed assets.

4. To extend the time of accounts receivable.

5. To establish a certain percentage discount on accounts withima specified period of
time.

6. To determine the amount of cash that should be kept onhand

7. To determine an appropriate dividend payout ratio.

8. Touse LIFO, FIFO

FINALTERM EXAMINATION
RALL, 2007
MGT603 - STRATEGIC MANAGEMENT (Session - 6)
Question No: 26 (Marks: 5)
“QSPM (Quantitative Strategic Planning M atrix) is not without limitations’
Discuss.

The QSPM is not,without some limitations. First, it aways requires intuitive
judgments and educated assumptions. The ratings and attractiveness scores require
judgmental decisions,"even though they should be based on objective information.
Discussion amarig*strategists, managers, and employees throughout the strategy
formulation process, including development of a QSPM, is constructive and improves
strategic decisions. Constructive discussion during strategy anaysis and choice may
arise becausendf genuine differences of interpretation of information and varying
opiniops. \Another limitation of the QSPM is that it can be only as good as the
prerequisite information and matching analyses upon which it is based.

Question No: 27 (Marks: 5)

A company has changed its strategy to compete on low cost to high quality provider
of goods and services. What positive and negative pointsit may have?

Compete aslow-cost provider of goods or services

Discourages competition

Broadens market

Requires longer production runs and fewer product changes
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Requires special -purpose equipment and facilities
Compete as high-quality provider
Often possible to obtain more profit per unit, and perhaps more total profit from a smaller
volume of sales
Requires more quality-assurance effort and higher operating cost
Requires more precise equipment, which is more expensive
Requires highly skilled workers, necessitating higher wages and greater training efforts

Question No: 28 (Marks: 5)

Why vision and mission aredifferent. Are both necessary for organi zatiens?

Vision Statements and Mission Statements are the inspiring words chosen.by suecessful
leadersto clearly and concisely convey the direction of the organization{ By €rafting a
clear mission statement and vision statement, you can powerfully communieete your
intentions and motivate your team or organization to realize an attragtive'and inspiring
common vision of the future.

"Mission Statements' and "Vision Statements" do two distinctiydifferent jobs.

A Mission Statement defines the organization's purpose and,primary objectives. Its prime
function isinternal — to define the key measure or measSures Of”the organi zation's success
—and its prime audience is the leadership team andstockholders.

Vision Statements also define the organi zationspurpose; but this time they do so in terms
of the organization's values rather than bottopaineimeasures (values are guiding beliefs
about how things should be done.) The visionsstaternent communi cates both the purpose
and values of the organization. For employees, it gives direction about how they are
expected to behave and inspires themdo give their best. Shared with customers, it shapes
customers' understanding of why they shieuld work with the organization.

Question No: 29 (Marks: 10)
Using a Grand Strategy M at¥ix approach, what strategies are recommended for a
firm that isa stroag competitor in arapid-growing market? Elaborate on what
these strategies could mean for an electronics company.
Following Strategies are recommended for afirm that is a strong competitor in arapid-
growing market:

e Market development

o Market penetration

e Product development

e Forward integration
Backward integration
e Horizontal integration
e Concentric diversification

Question No: 30 (Marks: 10)
Discuss similarities and dissimilarities of restructuring and reengineering.
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Restructuring—also called downsizing, rightsizing, or delayering—involves reducing the
size of the firm in terms of number of employees, number of divisions or units, and
number of hierarchical levelsin the firm's organizationa structure. This reduction in size
is intended to improve both efficiency and effectiveness. Restructuring is concerned
primarily with shareholder well-being rather than employee well-being.
In contrast, reengineering is concerned more with employee and customer well-being
than shareholder well-being. Reengineering—al so called process management, process
innovation, or process redesi gn— involves reconfiguring or redesigning work, jobs, and
processes for the purpose of improving cost, quality, service, and speed. Reengineering
does not usually affect the organizational structure or chart, nor does it imply,jobless’or
employee layoffs. Whereas restructuring is concerned with eliminating or_establishing,
shrinking or enlarging, and moving organizational departments and divisions;ithe focus
of reengineering is changing the way work is actually carried out.
Reengineering is characterized by many tactical (short-term, business function-specific)
decisions, whereas restructuring is characterized by strategi€ (long-term, affecting all
business functions) decisions.
EINALTERM EXAMINATION
Fall 2009

Question No: 61 (Marks: 5)
Identify any five variablesrelating to Competitive Advantage (CA) that are useful
in deter mining Internal Strategic Position‘ef a company.
Competitive Advantage (CA)
e Accessto the market share
Quality of product and serviees
Product life cycle
Customer loyalty
Capacity, locatiod and |ayout
Technol ogi calkpow-how
e Backward aneiforward integration
OR
http://it.tookboXx@am/blogs/enter prise-solutions/analyzing-your -or ganizations-
competitige-aBwantage- 22937

Question No: 62 (Marks: 5)
How can afirm create a “ cost advantage” ? Discussit by keeping in mind value
chain activities.
Creating a cost advantage based on the value chain
A firm may create a cost advantage:
* By reducing the cost of individual value chain activities, or
* By reconfiguring the value chain.
Porter identified 10 cost drivers related to value chain activities:
1. Economies of scale.
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2. Learning.

3. Capacity utilization.

4. Linkages among activities.

5. Interrel ationshi ps among business units.

6. Degree of vertical integration.

7. Timing of market entry.

8. Firm's policy of cost or differentiation

9. Geographic location.

10. Institutional factors (regulation, union activity, taxes, etc.).
A firm devel ops a cost advantage by controlling these drivers better than its competitors
do.

Page 147 and 148

Question No: 63 (Marks: 10)
Describe the types of organizational structures managers can design. Also explain
why they choose one structure over another.
Type of organizational structures
e Functional Structure
e Divisional Structure
» Divisional structure by geogr aphicG.area
» Divisional structure by product
» Divisional structure by customer
» Divisional structure by process
e The Strategic Business Unit{SBU)/Structure
e TheMatrix Structure
The most widely used structure isthe functiona or centralized type because this structure
is the simplest and least expénsiveof the seven aternatives
Page 118,119,120 L ectufe#33

Question No: 64 AWMarks: 10)

Strategy can neither be formulated nor be adjusted to changing cir cumstances
without a processof strategy evaluation. But in order to be effective, this process
must meet several basic requirements. You arerequired to discussthose

requir ements.

A Gg@od evaluation system must posses various qualities. It must meet severa basic
requirements to be effective.

o Firgt, strategy-evaluation activities must be economical; too much information can
bejust as bad as too little information; and too many controls can do more harm
than good.

e Strategy-evaluation activities also should be meaningful; they should specifically
relate to afirm's objectives. They should provide managers with useful
information about tasks over which they have control and influence.
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e Strategy-evaluation activities should provide timely information; on occasion and
in some areas, managers may need information daily.

e Strategy evaluation should be designed to provide atrue picture of what is
happening.

¢ Information derived from the strategy-eval uation process should facilitate action
and should be directed to those individuals in the organization who need to take
action based onit.

e Controls need to be action-oriented rather than information-oriented.

e The strategy-eva uation process should not dominate decisions; it shoulehfostes
mutua understanding, trust, and common sense! No department should falito
cooperate with another in evaluating strategies.

e Strategy evaluations should be simple, not too cumbersome, and'not tgo
restrictive. Complex strategy evaluation systems often confuSe people and
accomplish little. The test of an effective evaluation system isjits'useful ness, not
its complexity

FINALTERM EXAMINATION
Fall 2008
MGT603- Strategic M anagement(Session - 2)
Question No: 43  (Marks: 3)
Formulation framework is consider ed to be the input stage of a Comprehensive
Strategy-Formulation Framework. Y ausarerequired to identify the strategy
formulation toolsincluded in this stage.
Stage-1 (For mulation Framewor k)
1. External factor evaluation
2. Competitive matrix profile
3. Internal factor evaluation
Stage 1 of the formulatieh framework consists of the EFE Matrix, the IFE Matrix, and
the Competitive ProfilgMetrix. Called the Input Stage, Stage 1 summarizes the basic
input information Aéeded to formul ate strategies.

Question No: 44w, (Marks: 3)

One of the appreaches to implement change says: "People are basically compliant and
will generally do what they are told or can be made to do and change is based on the
exercise of authority and the imposition of sanctions." Identify that approach and explain.
The power-coercive approach relies on influencing individuals and systems to change
through legislation and external leverage where power of various types is the dominant
factor. Power-coercive strategies emphasize political, economic, and moral sanctions,
with the focus on using power of some type to "force" individuals to adopt the change.

Question No: 45 (Marks: 3)
Net worth can be used to determine credit worthiness because it gives a snapshot of the

company's investment history. ldentify three approaches for determining the worth of a
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business.

All the various methods for determining a business's worth can be grouped into three
main approaches

1. What afirm owns

2. What afirm earns

3. What afirm will bring in the market.

Thefirst approach in evaluating the worth of a businessis determining its net worth or
stockholders' equity. Net worth represents the sum of common stock, additional paid-in
capital, and retained earnings.

The second approach to measuring the value of a firm grows out of the belief,thatthe
worth of any business should be based largely on the future benefits its ownersimay
derive through net profits.

The third approach, letting the market determine a business's worth, ifvolvesthree
methods.

1. First, base the firm's worth on the selling price of a similar company..

2. The second approach is called the price-earnings ratio method., To use this method,
divide the market price of the firm's common stock by the‘aanual’earnings per share and
multiply this number by the firm's average net incomefonthepast five years.

3. The third approach can be called the outstandingsshanes method. To use this method,
simply multiply the number of shares outstanding,by.the market price per share and add a
premium. The premium is ssimply a per sharedellafamount that a person or firmis
willing to pay to control (acquire) the other cemparny.

Question No: 46  (Marks: 5)

Explain the benefits and limitations,of developing a Boston Consulting Group Matrix.
The BCG Matrix has one major benefit! draws attention to the cash flow, investment
characteristics and needs of aerganization’s various divisions.

The BCG Matrix has sBme limitations. 1) Viewing every business as either a star,
cash cow, dog, or question'mark is an oversimplification; many businesses fall right in
the middle of theBCGMatrix and thus are not easily classified, 2) the BCG Matrix does
not reflect whether\or not various divisions or their industries are growing over time; that
is, the matrixehas no temporal qualities, but rather it is a snapshot of an organization as
any given point in time and 3) other variables besides relative market share position and
industry'grewth rate in sales are important in making strategic decisions about various
divisions.

Question No: 47 (Marks: 5)

Describe the kind of strategy-evaluation system, alarge and a small organization require?
Large organizations require a more elaborate and detailed strategy-evaluation system
because it is more difficult to coordinate efforts among different divisions and functional
areas. Managersin small companies often communicate with each other and their
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employees daily and do not need extensive evaluative reporting systems. Familiarity with
local environments usually makes gathering and evaluating information much easier for
small organizations than for large businesses. But the key to an effective strategy
evaluation
System may be the ability to convince participants that failure to accomplish certain
objectives within a prescribed time is not necessarily areflection of their performance.

Question No: 48 (Marks: 10)

Supposeyou area strategist in a company and you want to evaluate the effectiveness
of your contingency planning? How will you do it?

Contingency plans can be defined as adternative plans that can be put into,effectif certain
key events do not occur as expected.

Effective contingency planning involves a seven-step process as fol lows:

1. Identify both beneficial and unfavorable events that could possibly derail the strategy
or strategies.

2. Specify trigger points. Calculate about when contingent events are likely to occur.

3. Assess the impact of each contingent event. Estimate thepotentia benefit or harm of
each contingent event.

4. Develop contingency plans. Be sure that contingency/plans are compatible with current
strategy and are economically feasible.

5. Assess the counter impact of each contingenrey plan. That is, estimate how much each
contingency plan will capitalize on or cancel“etit 1s'associated contingent event. Doing
thiswill quantify the potential value of gachicontingency plan.

6. Determine early warning signals fag key, contingent events. Monitor the early warning
signas.

7. For contingent events with religble'early warning signals, devel op advance action plans
to take advantage of the avaitablelead time.

Question No: 49 (Marks:"10)

The Management of. \Voyager Pvt.Ltd. has been facing a decline in sales and profits since
9 months due to strong‘€ompetitors. Now the management has decided to restructure the
company. Y ou'being a management consultant are required to guide them in the
following areas.

Process of\restructuring (2)

Restructuring is the corporate management term for the act of partialy dismantling and
reorganizing a company for the purpose of making it more efficient and therefore more
profitable. It generally involves selling off portions of the company and making severe
staff reductions.

In which casesthey should use thisoption? (2)

When company division is no longer profitable or which has distracted management from
its core business

What would be the benefits of restructuring to the organization? (3)

The primary benefit sought from restructuring is cost reduction. For some highly
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bureaucratic firms, restructuring can actually rescue the firm from global competition and
demise.
What possible actions the management should take whilerestructuring the
company? (3)
The selling of portions of the company, such as adivision that is no longer profitable or
which has distracted management from its core business, can greatly improve the
company's balance sheet. Staff reductions are often accomplished partly through the
selling or closing of unprofitable portions of the company and partly by consolidating or
outsourcing parts of the company that perform redundant functions (such as payroll,
human resources, and training) left over from old acquisitions that were nevex fully
integrated into the parent organization.

FINALTERM EXAMINATION
Fall 2008
MGT603- Strategic Management (Session - 1)

Question No: 43 (Marks: 3)

If you construct a SPACE Matrix and the dir ectionaljvector pointsto the lower |eft
quadrant, what type of strategies would you recemmend?

Lower left quadrant mean defensive

Thefirmsfall in this quadrant compete in slow=~growth industries and have weak
competitive positions. These firms must makessome drastic changes quickly to avoid
further demise and possible liquidation. ExtensiVe cost and asset reduction
(retrenchment) should be pursued first, Anaternative strategy isto shift resources away
from the current business into diffégent aeas. If all elsefails, the final options for
Quadrant 111 businesses are divestitureser liquidation.

Retrenchment

Concentric diversification

Horizonta diversification

Conglomerate diversification

Liquidation

Question Nond4  (Marks: 3)

Define Functional level objectives. Provide at least two statements exemplifying such
obj ectives:

Functional level objectives specific objectives for marketing activities

Examples of functional marketing objectives’ might include:

* We am to build customer database of at |east 250,000 households within the next 12
months

» We aim to achieve a market share of 10%

» We aim to achieve 75% customer awareness of our brand in our target markets

Question No: 45 (Marks: 3)
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Auditorswho perform audit can be divided into three groups? I dentify and define
each of them.
People who perform audits can be divided into three groups: independent auditors,
government auditors, and internal auditors.
https://sites.google.com/site/auditingr egulation/auditopedia-1/differ ent-types-of -
auditors & handouts page 155 and 156

Question No: 46 (Marks: 5)

Identify the five stepsthat must be followed while developing an |E Matrix.
Stepsfor the development of 1E matrix

1. Based on two key dimensions | FE and EFE.

2. Plot IFE total weighted scores on the x-axis and the EFE total weighted scares on the y
axis

3. On the x-axis of the IE Matrix, an IFE total weighted score of 1.0ito 1.99 represents a
weak internal position; a score of 2.0 to 2.99 is considered average; and a score of 3.0 to
4.0 is strong.

4. On the y-axis, an EFE total weighted score of 1.0 to 1.99is considered low; a score of
2.0t0 2.99 is medium; and a score of 3.0t0 4.0 is hight

5. |IE Matrix divided into three major regions.

Grow and build— Célls|, II, or IV

Hold and maintain — Cells |11, V, or VII

Harvest or divest — Cdlls VI, VIII, or IX

Question No: 47 (Marks. 5)

Positioning is actually the way that a product isintroduced to its market audience.
What arethefive stepsrequired forweffective product positioning?

The following steps are requitéehi product positioning:

1. Select key criteriathat effectively differentiate products or servicesin the industry.

2. Diagram a two-dimensiona“product-positioning map with specified criteriaon each
axis.

3. Plot magjor competitors' products or services in the resultant four-quadrant matrix.

4. ldentify areasin'\the positioning map where the company's products or services could
be most competitive in the given target market. Look for vacant areas (niches).

5. Develop,a marketing plan to position the company's products or services appropriately.

QuestioniNo: 48 (Marks: 10)

Y ou are the business executive of Omar textiles Mills. You are asked to evauate the
strengths, weaknesses, opportunities and threats of the firm and develop altogether
different strategies by using different combinations of any two of these.

Question No: 49 (Marks: 10)
Quantitative Strategic Planning Matrix (QSPM) is a high-level strategic management
approach for evaluating possible strategies. Y ou are required to prepare a (QSPM) of
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XY Z Manufacturing Company for evaluating any two strategies?
Steps in preparation of QSPM
1. List of the firm's key external opportunities/threats and internal strengths/weaknesses
in the left column of the QSPM.
2. Assign weightsto each key external and internal factor
3. Examine the Stage 2 (matching) matrices and identify aternative strategies that the
organization should consider implementing
4. Determine the Attractiveness Scores (AS)
5. Compute the Total Attractiveness Scores
6. Compute the Sum Total Attractiveness Score

FINALTERM EXAMINATION
Spring 2010

Question No: 49 (Marks: 3)
One of the approaches to implement change says: “ People ar e basically compliant
and will generally do what they aretold or can be madeto de and changeis based
on the exercise of authority and theimposition of sanctions.” 1dentify that approach
and explain.
Power-coercive strategy
This policy is based on the request of power, with the belief that most people are
compliant to those who have superior authority. A"possible issue with this processis that
once the power is removed, individuals may revert to previous behaviors. People are
basically compliant and will generally do what they are told or can be made to do.
Changeis based on the exercise of authority,and the obligation of pass.

Question No: 50 (Marks: 3)

Auditor swho perform audit'ean be divided into three groups? I dentify and define
each of them.

There are three groups: independent auditors, government auditors, and internal auditors.
Independent auditors essentially are certified public accountants who supply their
services to organizations for afee. They inspect the financial statements of an

organi zation te'determine whether they have been prepared according to generally
accepted acaunting principles and whether they quite represent the activities of the firm.
Government auditors responsible for making sure that organization comply with federal
laws, fulthg, and strategy.

Third greup of auditors are employees inside an organization who are answerable for
safeguarding company assets, for evaluate the efficiency of company operations, and for
ensuring that generally accepted business events are skillful.

Question No: 51 (Marks: 5)

An organization can be structured in many ways. What isthe most complex form of
organizational structure? Discussits characteristics?

The Matrix Structure
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A matrix structure is the most complex of all designs because it depends upon both
vertical and horizontal flows of authority and communication (hence, the term matrix). In
contrast, functional and divisiona structures depend primarily on vertical flows of
authority and communication. A matrix structure can result in higher overhead because it
creates more management positions. Other characteristics of a matrix structure that
contribute to overall complexity include dual lines of budget authority (a violation of the
unity-of-command principle), dual sources of reward and punishment, shared authority,
dual reporting channels, and aneed for an extensive and effective communication system.
Despite its complexity, the matrix structureis widely used in many industries, in€luding
construction, healthcare, research, and defense. Some advantages of a matrix,structure are
that project objectives are clear, there are many channels of communication, Wogkers can
see visible results of their work, and shutting down a project can be accamplished
relatively easily.

Question No: 52 (Marks: 5)

Positioning isactually the way that a product isintrodugedte itSmarket audience.
What arethefive stepsrequired for effective product pasitioning?

The following steps are required in product positioning:

1. Select key criteriathat effectively differentiate products/or servicesin the industry.

2. Diagram a two-dimensiona product-positiontagimap with specified criteriaon each
axis.

3. Plot major competitors' products or servicesinthe resultant four-quadrant matrix.

4. ldentify areas in the positioning map Wwhexe the company's products or services could
be most competitive in the given target market. Look for vacant areas (niches).

5. Develop a marketing plan to position'tihie company's products or services appropriately.

Question No: 53 (M arks:.5)

The goal of value chain.activitiesisto offer the customer a level of value that
exceedsthe cost of the activities which resultsin a profit margin. You arerequired
to discuss some of the primary value chain activities.

There are the foll@wing'primary value chain activities.
1. Inbound Legistics:

Inbound Loe@istics IS the receiving and warehousing of unprocessed materials and their

distribution to industrialize when they are required.

2. Opér ations:

This 1Sthe processes of transforming inputs into finished products and services.
3. Outbound L ogistics:

Outbound Logistics are the warehousing and distribution of completed goods.
4. Marketing & Sales:

Thisisthe activity of identification of customer needs and the production of sales.
5. Service:

Services are supports of consumers after the products and services are sold to them.
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FINALTERM EXAMINATION
Spring 2010

Question No: 49 (Marks: 3)

Suggest that what can be the best way to over come individuals' resistance to change
whiletaking corrective actions.

Resistance may be based on such feelings as loss of status, implied criticism of present
competence, fear of failurein the new situation, annoyance at not being consulted, lack of
understanding of the need for change, or insecurity in changing from well-known and
fixed methods. It is necessary, therefore, to overcome such resistance by creating
situations of participation and full explanation when changes are envisaged.

Corrective actions should place an organization in a better position to capitalizeupon
internal strengths; to take advantage of key external opportunities; to avaid, reduce, or
mitigate external threats; and to improve internal weaknesses. Correetiveaetions should
have a proper time horizon and an appropriate amount of risk. Theyishould be internally
consistent and socially responsible. Perhaps most importantly, corrective actions
strengthen an organi zation's competitive position in its basi @industry.

Question No: 50 (Marks: 3)

What do you understand by the term Product and what can be the possible
considerationsthat you will take into accountiwhile making decisionsregarding a
product or service?

A product is anything that can be offered to afarket for attention, acquisition, use, or
consumption and that might satisfy a want,ognéed.

Product and service planning includeSiactivities such as test marketing; product and brand
positioning; devising warranties; packaging; determining product options, product
features, product style, and product quality; deleting old products; and providing for
customer service. Product and'Service planning is particularly important when a company
Is pursuing product development or diversification.

Question No: 51 _{Marks: 5)

Partiesto conflict can conceptualize responses accor ding to a two-dimensional
scheme; what“arethe hypotheses of this scheme?
Theorists haveclaimed that parties can conceptualize responses to conflict according to a
two-dimensional scheme; concern for one's own outcomes and concern for the outcomes
of the otherparty. This scheme leads to the following hypotheses:
>\ High concern for both one's own and the other party's outcomes leads to
attempts to find mutually beneficial solutions.
» High concern for one's own outcomes only leads to attempts to "win" the
conflict.
» High concern for the other party's outcomes only leads to allowing the other to
"win" the conflict.
» No concern for either side's outcomes leads to attempts to avoid the conflict.
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Question No: 52 (Marks: 5)

Product positioning allowsthe firmsto fulfill the gaps between what customers and
producer s see as good service. What can be the potential benefitsthat product
positioning can offer toafirm?

Many firms have become successful by filling the gap between what customers and
producers see as good service. What the customer believesis good service is paramount,
not what the producer believes service should be.

Market positioning is arranging for a product to occupy a clear distinctive and desirable
place relative to competing products in the minds of target consumers. In positioninga
product, a company first needs to identify possible competitive advantages ugon Which to
build the position. To gain competitive advantage, the company must offer.greater
competitive advantage to the target segment. The company’s entire marketing program
should support the chosen positioning strategy. Effective positioning#eginswith actually
differentiating the company’ s marketing offer so that it gives consumersimore value than
they are offered by the competition.

Question No: 53 (Marks: 5)

Seymour Tilles acknowledged six qualitative questions that are practical in
evaluating strategies. You arerequired to identify.any five of them.

Seymour Tillesidentified six qualitative questionsthat are useful in eva uating strategies:
1. Isthe strategy internally consistent?

2. Isthe strategy consistent with the environment?

3. Isthe strategy appropriate in view-6f, availabl e resources?

4. Does the strategy involve an aceeptable degree of risk?

5. Does the strategy have an appropriate time framework?

6. Isthe strategy workable?

Mgt_603 current paper 2010
Total questions 53
Mcqs 48

1. Contingency strategy 3

To minimize the impact of potential threats, organizations should develop contingency
plans as'part of the strategy-evaluation process. Contingency plans can be defined as
alternative plans that can be put into effect if certain key events do not occur as expected.
Contingency strategies are aresult of the contingency plan. These strategies are devised
for a specific situation where things could go wrong. These strategies prepare the
organization or the person for anything that could happen in future. They are the back up
plans that support the organization when the actua plan fails.

These strategies deal with specific variances to assumptions that result in a specific
problem, emergency or state of affairs.
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2. Difference between target marketing and mass marketing 3

Mar ket targeting isthe process of evaluating each market segment’ s attractiveness and
selecting one or more segments to enter. A company should target segmentsin which it
can generate the greatest customer value and sustain it over time.

Mass mar keting refersto treatment of the market as a homogenous group and offering
the same marketing mix to al customers. Mass marketing allows economies of scaleto
be realized through mass production, mass distribution, and mass communication.

Policies for marketing decision (5)
Pages 144 & 145

4. QSPM requiresintuitive judgments and educated assumptions®Diseuss 5
Requiresintuitive judgments and educated assumptions is one of thelimitations of
QSPM.

The ratings and attractiveness scores require judgmental degiSions, even though they
should be based on objective information. Discussion ameng strategists, managers, and
employees throughout the strategy formulation process, thcluding development of a
QSPM, is constructive and improves strategic decisions. Constructive discussion during
strategy analysis and choice may arise because of, genuine differences of interpretation of
information and varying opinions

5. A frequently used tool in strategy evaluation isthe audit. Discuss auditing

accor ding American Accounting Association (AAA) 5

A frequently used tool in strategy -€valuation is the audit. Auditing is defined by the
American Accounting Association (AAA) as "a systematic process of objectively
obtaining and eval uating evideneeregarding assertions about economic actions and
events to ascertain the degree of correspondence between those assertions and established
criteria, and communigating the results to interested users." People who perform audits
can be divided intothree groups: independent auditors, government auditors, and internal
auditors.

Q) AuditarSwho perform audit can be divided into three groups? I dentify and
define each of them.

Repeat

Q) Define 10 natural environment factors

The natural environment, encompasses al living and non-living things

occurring on or some region thereof. It is an environment that
encompasses the interaction of al living species. The concept of the natural
environment can be distinguished by components:

e Complete units that function as systems without massive
intervention, including all ) \ : ,
and that occur within their boundaries.
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e Universa natural and that lack clear-cut
boundaries, such as air, ,and , aswell as ) ,
, and , Not originating from human activity.

Q) EPS/EBIT definition.

Earning Per share: A company's profit divided by its number of outstanding shares
EPS/EBIT analysisis avaluable tool for making capita financing decisions needed to
implement strategies, but several considerations should be made whenever using this
technique. First, profit levels may be higher for stock or debt alternatives when EPS
levels are lower. Another consideration when using EPS/EBIT analysisisflexibility, As
an organization's capital structure changes, so doesitsflexibility for consideringfuture
capital needs. Using all debt or all stock to raise capital in the present may impose fixed
obligations, restrictive covenants, or other constraints that could severelyreddce afirm's
ability to raise additional capital in the future.

Q) IE matrix

The Internal-External (IE) matrix is another strategic management tool used to

analyze working conditions and strategic position of abusiness. The Internal External
Matrix or short IE matrix is based on an analysis ofsintefna"and externa business factors
which are combined into one suggestive model.

Today's Strategic management's paper gomprised of total 53 questions.
48 MCQ'S

Long questions wer €

1: Why theworth of the business iS¥mportant in successful strategy
implementation? 5

Evaluating the Worth of a Business

Evaluating the worth of abusifiessis central to strategy implementation because
integrative, intensive, anddiversification strategies are often implemented by acquiring
other firms. Othefistrategies, such as retrenchment and divestiture, may result in the sale
of adivision ef'ap,brganization or of the firm itself.

All the varidus,methods for determining a business's worth can be grouped into three
main approaches

1. What afikm owns

2. Whatsafirm earns

3. What afirm will bring in the market.

2: Diff. b/w strategy formulation and strategy implementation? 5
o Strategy formulation is positioning forces before the action.
o Strategy implementation is managing forces during the action.

o Strategy formulation focuses on effectiveness.
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o Strategy implementation focuses on efficiency.

o Strategy formulation is primarily an intellectual process.
o Strategy implementation is primarily an operational process.

o Strategy formulation requires good intuitive and analytical skills.
o Strategy implementation requires special motivation and leadership skills.

o Strategy formulation requires coordination among afew individuals.
o Strategy implementation requires coordination among many persons.

3: Why the strategy evaluation isimportant on continuousrather than periodic
basis? 5

Evaluating strategies on continuous rather than a periodic basis allows benchmark of
progress to establish and o\more effectively monitored Managers and employees of the
firm should be continually aware of progress being made towards achieving the firm’'s
objectives.

Continuous strategy eval uation keeps strategists closet0the ptlse of an organization and
provides information needed for an effective strategic-management system.

The real key to effective strategic management 1§,t@,accept the premise that the planning
process is more important than the written plan; that,the manager is continuously
planning and does not stop planning when thewritten plan isfinished. The written planis
only a snapshot as of the moment it is agproved1f the manager is not planning on a
continuous basis—planning, measuring, and/revising—the written plan can become
obsolete the day it is finished. Thisigbsolescence becomes more of a certainty as the
increasingly rapid rate of changé\nakes'the business environment more uncertain.

4: define contingency planning. 3
Repeat

5: explain productg3

Repeat

Today Paper: -
48 mcqg and 53 qustion

Difference b/w BCG and theie evolution matrix
First, the |IE matrix measures different values on its axes. The BCG matrix measures
market growth and market share. The |E matrix measures a cal culated value that captures

agroup of external and internal factors. This means that the |E matrix requires more
information about the business than the BCG matrix. While values for each axisin the
BCG matrix are single-factor, values for each axisin the |IE matrix are multi-factor
figures. Because the |E matrix is broader in its definition, strategists often devel op both
the BCG Matrix and the |IE Matrix when assessing their conditions and formulating
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strategies.

OR
There are few difference in BCG and |E matrix, firstly the |E axis are different x- axis
represent |FE weighted score and Y -axis represent total EFE weighted score. |E matrix
requires more information about the division than BCG matrix in which only relative
market share and industry growth figures are required.

Benefits of the EFE matrix
External Factor Evaluation (EFE) matrix method is a strategi c-management tool often
used for assessment of current business conditions. The EFE matrix is a good,toolkto
visualize and prioritize the opportunities and threats that a business is facing.
External factors can be grouped into the following groups:

» Social, cultural, demographic, and environmental variables:

» [Economic variables

» Palitical, government, business trends, and legal vartables

Advantage of the contingency planning
A well developed contingency plan has enormous val ue fer the organization beyond the
obvious — the ability to speedily, smoothly and costeffectively respond to significant
changes in the environment. The devel opment ofyaicomprehensive contingency plan will:
Focus the company on identifying what risks existandithe levels of that risk;
Enable the company to review the overall objectives of the existing plan in the light of the risks
identified, (especially their impact on company KPI's);
Assist in creating strategies to manage ant, mitigate risk (prevention being far cheaper than cure);

Review the existing information system teClarify whether it can both identify failure early (early
correction isfar cheaper and easiefithan late), correctly (taking the right action for the right reasons
rather than the wrong actions for the wrong reasons), and has the ability to forecast significant
changes in the risk enviroament (controlling change rather than reacting to it is always more cost
effective);

Establish a set of actigns/ policies which arein line with the problem (this is the concept of
graduated responsé=,as problems grow worse, more severe actions need to be considered, but it is
often early and’small changes that prevent larger difficulties occurring in the future);

Formalise cantingency plan actions into standard operating procedures (SOP);

Provide forthe integration of contingency plan actions into company wide induction and
maintenance training to ensure rapid and effective response, and link with outside agencies where
necessary;

Create aframework which can be continuously reviewed and updated, with post event analysis
incorporated into best practice.

1- Strategy evaluation should be done on a continuous basisrather then on a
periodic basis. Why? 5 Marks
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Repeat

2- Why isit important to evaluate the worth of a businessin successful strategy
implementation process? 5SMarks
Repeat

3- Suppose as a manager of a company you find after analysisthat your company is
located in Quadrant 2in Grand strategy matrix. What types of strategies should it
adopt and why? 5Marks

Quadrant I1

Market development

Market penetration

Product development

Horizontal integration

Divestiture

Liquidation

Qurdant-2 contains that company’s having weak competitive situation and rapid market
growth. Firms positioned in Quadrant |1 need to evaluatethelr’present approach to the
marketplace serioudly.

Although their industry is growing, they are unableto compete effectively, and they need
to determine why the firm's current approachisineffectual and how the company can
best change to improve its competitiveness. Be€ause Quadrant 1l firms arein arapid-
market-growth industry, an intensive strétegy. (& opposed to integrative or
diversification) is usually thefirst option that should be considered.

4- Explain the concept of " Feasbility” as Richard Rumelt's Criteria for evaluating
strategies? 3Marks

Feasibility

Neither overtaxes resources nor creates unsol vable sub problems

« Organizations must demenstrate the abilities, competencies, skills and talents to carry
out a given strategy

5- What isthesignificant of production department in an organization? 3 Marks
Production,department mainly concern with the achievement of organization goals and
targets. Rraduction processes typically constitute more than 70 percent of afirm's total
assets. Production department plays a crucia role for implementing organization strategy.
Production-concerned decisions on plant location, plant size, , product design, choice of
equipment, size of inventory, inventory control, quality control, cost control, use of
standards, shipping and packaging, and technological innovation, job specialization,

empl oyee training, equipment and resource utilization. All these factors place an
important impact on success and failure of the strategy.

1-Discuss any three guidelinesthat can be used to deter mine whether a firm should
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conduct R& D internally or externally.(3)
Many firms wrestle with the decision to acquire R&D expertise from external firmsor to
develop R&D expertiseinternally. The following guidelines can be used to help make
this decision:
1. If the rate of technical progressis slow, the rate of market growth is moderate, and
there are significant barriersto possible new entrants, then in-house R&D is the preferred
solution. Thereason isthat R&D, if successful, will result in atemporary product or
process monopoly that the company can exploit.
2. If technology is changing rapidly and the market is growing slowly, then a major effort
in R&D may be very risky, because it may lead to development of an ultimately obsolete
technology or one for which there is no market.
3. If technology is changing slowly but the market is growing fast, therelgenerally is not
enough time for in-house devel opment. The prescribed approach is teebtain-R& D
expertise on an exclusive or nonexclusive basis from an outside firm.
4. If both technical progress and market growth are fast, R& D, expertise should be
obtained through acquisition of awell-established firm in the'industry.

2-Write down three activitiesin value chain by porgensupply chain model.(3)
Support activities (Staff functions, overhead)

0 Procurement: Procurement of raw materials, servicing, spare parts, buildings,
machines, etc.

o Technology Development: Includes technelégy development to support the value
chain activities. Such as: Research and Reyelopment, Process automation, design,
redesign.

0 Human Resour ce M anagement$ T heactivities associated with recruiting,
development (education), retention ane‘compensation of employees and managers.
o Firm Infrastructure. Inclddes,genera management, planning management, legal,
finance, accounting, public affairs, quality management, etc.

3-Explain the nature and'r ole of employee stock owner ship plans (ESOP s) in
strategic managément.(5)

An employee steck,ownership plan (ESOP), are corporations owned in whole or in part
by their empleyées. Employees are usually given a share of the corporation after a certain
length of employment or they can buy shares at any time. A corporation owned entirely
by its emplayees (aworker cooperative) will not, therefore, have its shares sold on public
stock markets. Employee-owned corporations often adopt profit sharing where the profits
of the corporation are shared with the employees. These types of corporations also often
have boards of directors elected directly by the employees.

4-What strategies should be consider ed by the firmsfalling under the quadrant
three? (5)

The firmsfall in this quadrant compete in slow-growth industries and have weak
competitive positions. These firms must make some drastic changes quickly to avoid
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further demise and possible liquidation. Extensive cost and asset reduction
(retrenchment) should be pursued first. An alternative strategy is to shift resources away
from the current business into different areas. If al elsefails, the final options for
Quadrant I11 businesses are divestiture or liquidation.
Retrenchment
Concentric diversification
Horizonta diversification
Conglomerate diversification
Liquidation

1. Differentiate between the bargaining power of customer and supplier.s?(5 marks)
Bargaining Power of Buyers: When competition is intense and number, of manufacturer
is greater the buyer have more options for product switching over thiswilhincrease the
buying power of buyer.

Bargaining Power of Suppliers: Greater number of the supplier will"provide the
stronger buying power to the manufacturer/customer and vige versa

2. What isgain sharing and profit sharing state with gxamples? ( 5 marks)

“Gain sharing is a corporate incentive plan designed tonvolve employees with
Management to increase productivity by directly ligking compensation to specific
Productivity increases or cost reductions.”

As an example of how gain sharing worksjeonsider a company producing rigid and
steering differential axles for tractors, From its records, the company determined that
every $1,000,000 of good product eutput required 10,000 worker hours. Under gain
sharing, the next $1,000,000 of axle@utput and shipment was produced with only 9,000
hours. If the average wage rat€.is $10 an hour, the 1,000 hours saved are worth $10,000.
That isagain to be shared equally between the workforce and company.

Profit sharing isaformef compensation in which a company shares part of its pre-tax
profits with employeesiihis type of compensation can work in anumber of different
ways, depending e the structure of the company and the decisions made by employees
and employerscAsa general rule, such plans are designed as an incentive. When
employees share ifithe profits, they have avested interest in increasing the profits so that
they can atcessmore money.

3. Write'8 approach worth of the business? (5 marks)
All the various methods for determining a business' s worth can be grouped into three
main approaches. what a firm owns, what a firm earns, or what afirm will bring in the
market
A. Thefirst approach in evaluating the worth of abusiness is determining its net
worth or stockholders' equity.
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B. The second approach to measuring the value of afirm grows out of the belief that
the worth of any business should be based largely on the future benefitsits owners
may derive through net profits.

C. Thethird approach isto let the market determine a business' s worth. First, base
the firm’s worth on the selling price of asimilar company. Second, calculate a
price-earnings ratio. To use this method, divide the market price of the firm’'s
common stock by the annual earnings per share and multiply this number by the
firm’s average net income for the past five years. The third approach can be called
the outstanding share method. To use this method, simply multiply the numbex of
shares outstanding by the market price per share and add a premium

Q#1 benefitsand limitations of BCG matrix marks 5

The BCG Matrix has one major benefit: draws attention to the cash flow, investment
characteristics and needs of an organization’ s various divisions.

The BCG Matrix has some limitations: 1) Viewing everybusiness'as either a star, cash
cow, dog, or question mark is an oversimplification; many“usinesses fall right in the
middle of the BCG Matrix and thus are not easily classifjed, 2y'the BCG Matrix does not
reflect whether or not various divisions or their industries are growing over time; that is,
the matrix has no temporal qualities, but rather This.a snapshot of an organization as any
given point in time and 3) other variables besides relative market share position and
industry growth rate in sales are important inwaaking strategic decisions about various
divisions.

Q#2 what 5 steps arerequired fereffaetive product positioning marks5

The following steps are required in preduct positioning:

1. Select key criteriathat effectively differentiate products or servicesin the industry.

2. Diagram a two-dimengiona product-positioning map with specified criteria on each
axis.

3. Plot major competitors"products or services in the resultant four-quadrant matrix.

4. ldentify areas ) the positioning map where the company's products or services could
be most compeititive in the given target market. Look for vacant areas (niches).

5. Devel op-amarketing plan to position the company's products or services appropriately.

Q#3 Writedown the Michael porter 5 forces model'simplementation being a
strategistt. marks 10

Q:4 Importance of financial budgeting with the referenceto strategic
implementation process marks 10

Fundamentally, financial budgeting is a method for specifying what must be done to
complete strategy implementation successfully. Financial budgeting should not be
thought of as atool for limiting expenditures but rather as a method for obtaining the
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most productive and profitable use of an organization's resources. Financial budgets can
be viewed as the planned alocation of afirm's resources based on forecasts of the future.
Financial budgets are financial plansthat are structured to detail projections on incomes
and expenses on both a long-term and a short-term basis. Budgets of this type normally
Incorporate aspects of other types of strategies, including the preparation of a
detailed budgeted , asection that functions as a budget and
addresses the receipt of income and the flow of expenses on an annual, semi-annua, and
amonthly basis. A financial budget typically covers aperiod of at least one year,
although it is not unusual for some organizations to prepare this kind of budget to cover
anywhere from two to five years at atime.

Question No: 41 (Marks:. 5)

Discusstheinternal and exter nal dimensions represented by theaxes of SPACE
Matrix.
The SPACE Matrix analysis functions upon two internal ane twe external strategic
dimensionsin order to determine the organization's strategi¢,posture in the industry. The
SPACE matrix is based on four areas of analysis.
1. Internd strategic dimensions:
» Financia strength (FS)
» Competitive advantage (CA)
2. External strategic dimensions.
» Environmenta stability (ES)
» Industry strength (1S5)
There are many SPACE matrix facters under the internal strategic dimension. These
factors analyze a business internal stratégic position. The financial strength factors often
come from company accountingslhese SPACE matrix factors can include for example
return on investment, leverage, turnover, liquidity, working capital, cash flow, and others.
Competitive advantage factorsinclude for exampl e the speed of innovation by the
company, market niche\position, customer loyalty, product quality, market share,
, and others.
Every businessis,aso affected by the environment in which it operates. SPACE matrix
factors rel atéehto business external strategic dimension are for example overall economic
condition, GDP growth, inflation, price elasticity, technology, barriers to entry,
competitivepressures, industry growth potential, and others.

Question No: 42 (Marks:. 5)

What isadual bonus system? Elaborate with the help of example.

A dua bonus system based on both annual objectives and long-term objectivesis
becoming common. The percentage of a manager's annual bonus attributable to short-
term versus long-term results should vary by hierarchical level in the organization. A
chief executive officer's annual bonus could, for example, be determined on a 75 percent
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short-term and 25 percent long-term basis. It isimportant that bonuses not be based

solely on short-term results because such a system ignores long-term company strategies
and objectives.

Question No: 43  (Marks: 10)

Assume that you want to determine the Internal & External Strategic Position of
your company through SPACE Matrix. What factorsor variables (any five) will you
consider under each of the following?
Internal Strategic Position

Financial Strength (FS)

Risk involved in business

Debt to equity ratio

Working capital condition
Leverage

Liquidity

Ease of exit from market

Cash flow statement

Return on investment
Competitive Advantage (CA)
Access to the market share
Quality of product and services
Product life cycle

Customer loyalty

Capacity, location and layeut
Technological know-how
Backward and forward'imtegration
External Strategic Position
Environmental Stability (ES)
Impact of technelogy

Price elasticity of demand
Politicahsituation

Demang variability

Price range of competing products
Rateof inflation

Competitive pressure

Industry Strength (1S)
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Demand and supply factors
Resource utilization
Growth potential

Profit potential

Financia stability
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» Technological know-how
» Productivity, capacity utilization
» Capita intensity
» Ease of entry into market

Question No: 44  (Marks: 10)

Supposeyou are strategist in a company and you want to develop an |E Matrix for
your company, what stepswould you follow to execute the process of develgpingiit?
Explain.

1. Based on two key dimensions | FE and EFE.

2. Plot IFE total weighted scores on the x-axis and the EFE total weighted scores on the y
axis

3. On the x-axis of the IE Matrix, an IFE total weighted score of 1.0ito 1.99 represents a
weak internal position; a score of 2.0 to 2.99 is considered average; and a score of 3.0 to
4.0 is strong.

4. On the y-axis, an EFE total weighted score of 1.0 to 1.99is considered |ow; a score of
2.0to 2.99 is medium; and a score of 3.0 to 4.0 is high.

5. |IE Matrix divided into three major regions.

Grow and build— Cells|, Il, or IV

Hold and maintain — Cells 11, V, or VII

Harvest or divest — Cells VI, VIII, or IX

Question No: 45 (Marks: 10)

Is there any optimal organizational structure for a given strategy or type of
organization and what can’béthe possible indicatorsthat reveal that organizational
structureisineffective?

There is no one optimal_ofganizational design or structure for a given strategy or type of
organization. Whatds appropriate for one organization may not be appropriate for a
similar firm, although Sticcessful firmsin a given industry do tend to organize themselves
inasimilar wayg

SymptomsOftan\i neffective organizational structure include too many levels of
management, too many meetings attended by too many people, too much attention being
directed toward solving interdepartmental conflicts, too large a span of control, and too
many ufachieved objectives. Changes in structure can facilitate strategy implementation
efforts, but changes in structure should not be expected to make a bad strategy good, to
make bad managers good, or to make bad products sell.



