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ANSWER 2(A) 

Shree can opt for turnaround strategy which is a highly-targeted effort to return the company to 

profitability and increase positive cash flows to  a  sufficient level. Organizations those have 

faced  a significant crisis that has negatively affected operations require turnaround strategy. 

Once turnaround is successful the organization may turn to focus on growth. 

Conditions for turnaround strategies 

When firms are losing their grips over market, profits due to several internal and external factors, 

and if they have to survive under the competitive environment they have to identify danger 

signals as early as possible and undertake rectification steps immediately. These conditions may 

be, inter alia cash flow problems, lower profit margins, high employee turnover and decline in 

market share, capacity underutilization, low morale of employees, recessionary conditions, 

mismanagement, raw material supply problems and so on. 

Action plan for turnaround strategy 

 Stage One – Assessment of current problems 

 Stage Two – Analyze the situation and develop a strategic plan 

 Stage Three – Implementing an emergency action plan 

 Stage Four – Restructuring the business 

 Stage Five – Returning to normal 
 

(5 MARKS) 
ANSWER 2(B) 
 

Human resource management has been accepted as a strategic partner in the formulation of 
organization’s strategies and in the implementation of such strategies through human resource 

planning, employment, training, appraisal and reward systems. The following points should be 

kept in mind as they can have a strong influence on employee competence: 

i. Recruitment and selection: The workforce will be more competent if a firm can 
successfully identify, attract, and select highly competent applicants. 

ii. Training: The workforce will be more competent if employees are well trained to 

perform their jobs properly. 

iii. Appraisal of performance: The performance appraisal is to identify any 
performance deficiencies experienced by employees due to lack of competence. 
Such deficiencies, once identified, can often be solved through counselling, 
coaching or training 

iv. Compensation: A firm can usually increase the competency of its workforce by 
offering pay, benefits and rewards that are not only attractive than those of their 
competitors but also recognizes merit 

 
(5 MARKS) 
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ANSWER 3(A) 
 

Product Life Cycle is an important concept in strategic choice and S-shaped curve which exhibits 
the relationship of sales with respect of time for a product that passes through the four 

successive stages. 

The first stage of PLC is the introduction stage in which competition is almost negligible, prices are 
relatively high and markets are limited. The growth in sales is also at a lower rate. 
 
The second stage of PLC is the growth stage, in which the demand expands rapidly, prices fall, 
competition increases and market expands. 
  
The third stage of PLC is the maturity stage, where in the competition gets tough and market gets 
stabilized. Profit comes down because of stiff competition. 
 
The fourth stage is the declining stage of PLC, in which the sales and profits fall down sharply due to 
some new product replaces the existing product. 
 

 
 
 
PLC can be used to diagnose a portfolio of products (or businesses) in order to establish the stage at 
which each of them exists. Particular attention is to be paid on the businesses that are in the 
declining stage. Depending on the diagnosis, appropriate strategic choice can be made. For 
instance, expansion may be a feasible alternative for businesses in the introductory and growth 
stages. Mature businesses may be used as sources of cash for investment in other businesses which 
need resources.  
A combination of strategies like selective harvesting, retrenchment, etc. may be adopted for 
declining businesses. In this way, a balanced portfolio of businesses may be built up by 
exercising a strategic choice based on the PLC concept. 

(5 MARKS) 
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ANSWER 3(B) 

Ram is a follower of transactional leadership style that focuses on designing systems and 

controlling the organization’s activities. Such a leader believes in using authority of its office to 

exchange rewards, such as pay and status. They prefer a more formalized approach to 

motivation, setting clear goals with explicit rewards or penalties for achievement or non-

achievement. Transactional leaders try to build on the existing culture and enhance current 
practices. The style is better suited in persuading people to work efficiently and run operations 

smoothly. 

On the other hand, Shyam is a follower of transformational leadership style. The style uses 
charisma and enthusiasm to inspire people to exert them for the good of the organization. 
Transformational leaders offer excitement, vision, intellectual stimulation and personal 

satisfaction. They inspire involvement in a mission, giving followers a ‘dream’ or ‘vision’ of a 

higher calling so as to elicit more dramatic changes in organizational performance. Such a 

leadership motivates followers to do more than originally affected to do by stretching their 

abilities and increasing their self-confidence, and also promote innovation throughout the 

organization. 

(5 MARKS) 
ANSWER 3(C) 

Advantages of Cost leadership strategy 

 A cost leadership strategy may  help to remain profitable even with: rivalry, new entrants, 
suppliers’ power, substitute products, and buyers’ power. 

1. Rivalry – Competitors are likely to avoid a price war, since the low cost firm will 

continue to earn profits after competitors compete away their profits. 

2. Buyers – Powerful buyers/customers would not be able to exploit the cost leader 
firm and will continue to buy its product. 

3. Suppliers – Cost leaders are able to absorb greater price increases before it must 

raise price to customers. 

4. Entrants – Low cost leaders create barriers to market entry through its continuous 
focus on efficiency and reducing costs. 

5. Substitutes – Low cost leaders are more likely to lower costs to induce customers 

to stay with their product, invest to develop substitutes, purchase patents. 

(5 MARKS) 
ANSWER 3(D) 
Strategic management is not a bundle of tricks and magic.  The term strategic management refers   
to the managerial process of forming a strategic vision, setting objectives, crafting a strategy, 
implementing and executing the strategy, and then over a period of time initiating whatever 
corrective adjustments in the vision, objectives, strategy, and execution are deemed 
appropriate. 

Strategic Management is a deliberate managerial process that involves systematic and analytical 

thinking. It involves systematic and analytical thinking and action. Although, the success or 

failure  of a strategy is dependent on several extraneous factors, it cannot be stated that a 

strategy is a  trick or magic. 

Formation of strategy requires careful planning and requires strong conceptual, analytical, and 

visionary skills. 

(5 MARKS) 
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ANSWER 4(A) 
 
BPR is a revolutionary redesigning of key business processes. BPR involves the following steps: 
 
i.   Determining objectives: Objectives are the desired end results of the redesign process which 

the management and organization attempts to realise. They will provide the required focus, 
direction, and motivation for the redesign process and help in building a comprehensive 
foundation for the reengineering process. 

 

ii. Identify customers and determine their needs: The process  designers  have to understand 
customers - their profile, their steps in acquiring, using and disposing a product. The 
purpose is to redesign business process that clearly provides value addition to the customer. 

iii. Study the existing processes: The study of existing processes will provide  an important 
base for the process designers. The purpose is to gain an understanding of the ‘what’, and 
‘why’ of the targeted process. However, as discussed earlier, some companies go through 
the reengineering process with clean perspective without laying emphasis on the past 
processes. 

iv. Formulate a redesign process plan: The information gained through the earlier steps is 
translated into an ideal redesign process. Formulation of redesign plan is the real crux of 
the reengineering  efforts.  Customer focussed redesign concepts are identified and 
formulated. In this step alternative processes are considered and the best is selected. 

 

v. Implement the redesigned process: It is easier to formulate new process than to 
implement them. Implementation of the redesigned process and application of 
other knowledge gained from the previous steps is key to achieve dramatic 
improvements. It is the joint  responsibility  of  the designers and management to 
operationalise the new process. 

 
(5 MARKS) 
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ANSWER 4(B) 
 

In the recent years information technology and  communications have  significantly altered the 

functioning of organizations.  The role  played  by middle  management is  diminishing as the 

tasks performed by them are increasingly  being  replaced  by  the  technological tools. Hourglass 

organization structure  consists  of  three  layers  in  an  organisation structure with constricted 

middle layer. The structure has a short and narrow middle management level. 

 

Hourglass Organization Structure 

Information technology links the top and bottom levels in  the  organization  taking  away many 

tasks that are performed by the middle level managers. A shrunken middle layer coordinates 

diverse lower level activities. 

Hourglass structure has obvious benefit of reduced costs. It also helps in enhancing 

responsiveness by simplifying decision making.  Decision  making  authority  is  shifted  close to 

the source of information so that it is faster. However, with the reduced size  of middle 

management, the promotion opportunities  for  the  lower  levels  diminish significantly. 

(5 MARKS) 
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ANSWER 4(C) 
 

The prominent areas where the human resource manager can play strategic role are as follows: 

1. Providing purposeful direction: The human resource manager must be able to lead people 
and the organization towards the desired direction involving people right from the beginning. 
The most important task of a HR manager is to ensure that the objectives of an organization 
are internalized by each individual working in the organization. Objectives of an organization 
state the very purpose and justification of its existence. 

2. Building core competency: The human resource manager has a great role to play in 
developing core competency by the firm. A core competence is a unique strength of an 
organization which may not be shared by others. This may be in the form of human resources, 
marketing capability, or technological capability. If the business is organized on the basis of 
core competency, it is likely to generate competitive advantage. Because of this reason, many 
organizations have restructured their businesses by divesting those businesses which do not 
match core competence. Organization of business around core competence  implies 
leveraging the limited resources of a firm. It needs creative, courageous and dynamic 
leadership having faith in organization’s human resources. 

 

3. Creating competitive advantage: Creating and maintaining a competitive advantage in the 
globalized market is the object of any organization. There are two important ways a business 
can achieve a competitive advantage over the others. The first is cost leadership which means 
the firm aims to become a low cost leader in the industry. The second competitive strategy is 
differentiation under which the firm seeks to be unique in the industry in terms of dimensions 
that are highly valued by the customers. Putting these strategies into effect carries a heavy 
premium on having a highly committed and competent workforce. 

4. Facilitation of change: The human resource manager will be more concerned  with substance 
rather than form, accomplishments rather than activities, and practice rather than theory. 
The HR function will be responsible for furthering the organization not just maintaining it. 
Human resource manager will have to devote more time to promote changes than to 
maintain the status quo. 

5. Managing workforce diversity: In modern organizations, management of diverse workforce is 
a great challenge. Workforce diversity can be observed in terms of male and female workers, 
young and old workers, educated and uneducated workers, unskilled and professional 
employee, etc. Moreover, many organizations also have people of different castes, religious 
and nationalities. The workforce in future will comprise more of  educated  and self conscious 
workers. They will ask for higher degree of participation and avenues for fulfilment. Money 
will no longer be the sole motivating force for majority of the workers. Non - financial 
incentives will also play an important role in motivating the workforce. 

6. Empowerment of human resources: Empowerment means authorizing every member of an 
organization to take up his/her own destiny realizing his/her full potential. It involves giving 
more power to those who, at present, have little control what they do and little ability to 
influence the decisions being made around them. 

7. Development of works ethic and culture: Greater efforts will be needed to achieve 
cohesiveness because employees will have transient commitment to groups. As changing 
work ethic requires increasing emphasis on individuals, jobs will have to be redesigned to 
provide challenge. Flexible starting and quitting times for employees may be  necessary. 
Focus will shift from extrinsic to intrinsic motivation. A vibrant work culture will have to be 
developed in the organizations to create an atmosphere of trust among the employees and to 
encourage creative ideas by them. 

(5 MARKS) 
 



 

9 | P a g e  

ANSWER 4(D) 

Decision making is a managerial process of selecting the best course of action out of several 
alternative courses for the purpose of accomplishment of the organizational goals. Decisions 
may be operational i.e., which relate to general day-to-day operations. They may also be 
strategic in nature. According to Jauch and Glueck “Strategic decisions encompass the definition 
of the business, products to be handled, markets to be served, functions to be performed and 
major policies needed for the organisation to execute these decisions to achieve the strategic 
objectives.” 
The major dimensions of strategic decisions are as follows: 
 Strategic decisions require top-management involvement: Strategic decisions involve 

thinking in totality of the organization. Hence, problems calling for strategic decisions 
require to be considered by the top management. 

 Strategic decisions involve commitment of organisational resources: For example, Strategic 
decisions to launch a new project by a firm requires allocation of huge funds and 
assignment of a large number of employees. 

 Strategic decisions necessitate consideration of factors in the firm’s external environment:  
Strategic focus in organization involves orienting its internal environment to the changes of 
external environment. 

 Strategic decisions are likely to have a significant impact on the long-term prosperity of the 
firm: Generally, the results of strategic implementation are seen on a long-term basis and 
not immediately. 

 Strategic decisions are future oriented: Strategic thinking involves predicting the future 
environmental conditions and how to orient for the changed conditions. 

 Strategic decisions usually have major multifunctional or multi-business consequences: As 
they involve organization in totality they affect different sections of the organization with 
varying degree. 

(5 MARKS) 
 
ANSWER 5(A) 

Differentiation strategy is aimed at broad mass market and involves the creation of a product or 
service that is perceived by the customers as unique. The uniqueness can be associated with 
product design, brand image, features, technology, dealer network or customer service. 
Because  of differentiation, the business can charge a premium for its product. 

Differentiation strategy should be pursued only after a careful study of buyers’ needs and 
preferences to determine the feasibility of incorporating one or more different iating features into 
a unique product that features the desired attributes. 

To achieve differentiation, following measures can be adopted by an organization: 

1. Offer utility for the customers and match the products with their tastes and 
preferences. 

2. Elevate the performance of the product. 

3. Offer the promise of high quality product/service for buyer satisfaction. 

4. Rapid product innovation. 

5. Taking steps for enhancing image and its brand value. 

6. Fixing product prices based on the unique features of the product and buying 
capacity of the customer. 

 
(5 MARKS) 
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ANSWER 5(B) 

Strategic Control focuses on the dual questions of whether: (1) the strategy  is being 

implemented as planned; and (2) the results produced by the strategy are those intended. 

There are four types of strategic control: 

 Premise  control: A strategy is formed on the basis of certain assumptions   or premises 
about the environment. Premise control is a tool for systematic and continuous 
monitoring of the environment to verify the validity and accuracy of the premises on 
which the strategy has been built. 

 Strategic surveillance: Strategic surveillance is unfocussed. It involves general 
monitoring of various sources of information to uncover unanticipated information 
having a bearing on the organizational strategy. 

 Special alert control: At times, unexpected events may force organizations to reconsider 
their strategy. Sudden changes in government, natural calamities, unexpected 
merger/acquisition by competitors, industrial disasters and other such events may trigger 
an immediate and intense review of strategy. 

  Implementation control: Managers implement strategy by converting  major plans   into 
concrete, sequential actions that form incremental steps. Implementation control is 
directed towards assessing the need for changes in the overall strategy in light of 
unfolding events and results. 

 
(5 MARKS) 

ANSWER 5(C) 

A Mission statement tells you the fundamental purpose of the organization. It concentrates on 

the present. It defines the customer and the critical processes. It informs you of the desired level 
of performance. On the other hand, a Vision statement outlines what the organization wants to 

be. It concentrates on the future. It is a source of inspiration. It provides clear decision -making 

criteria. 

A mission statement can resemble a vision statement in a few companies, but that can be a grave 

mistake. It can confuse people. Following are the major differences between vision and mission: 

1. The vision describes a future direction while the mission serves as ongoing intent. 

2. The vision statement can galvanize the people to achieve defined objectives, even if they 

are stretch objectives, provided the vision is specific, measurable, achievable, relevant 

and time bound. A mission statement provides a path to realize the vision in line with its 

values. These statements have a direct bearing on the bottom line and success of the 
organization. 

3. A vision statement defines the purpose or broader goal for being in existence or in the 
business and can remain the same for decades if crafted well while a mission statement is 

more specific in terms of both the future state and the time frame. Mission describes what 
will be achieved if the organization is successful. 

 
(5 MARKS) 
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ANSWER 5(D) 

Acquisitions and mergers are basically combination strategies.  Some organizations prefer to 

grow through mergers. Merger is considered to be a process when two or more companies 

come together to expand their business operations. In such a case the deal gets finalized on 

friendly terms and both the organizations share profits in the newly created entity. In a merger 
two organizations combine to increase their strength and financial gains along with breaking 

the trade barriers. 

When one organization takes over the other organization and controls all its business operations, 

it is known as acquisition. In this process of acquisition, one financially strong organization 

overpowers the weaker one. Acquisitions often happen during recession in economy or during 

declining profit margins. In this process, one that is financially stronger and bigger establishes it 

power. The combined operations then run under the name of the powerful entity. A deal in 

case of an acquisition is often done in an unfriendly manner, it is more or less a forced 
association where the powerful organization either consumes the operation or a company in 

loss is forced to sell its entity. 

(5 MARKS) 
 
 
 
 


