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1. Read the following and answer the questions accordingly: 

There was a vacancy of Industrial Relations Officer in one of the industries located in Balaju Industrial District of 

Kathmandu.  The industry advertised for the post in Kantipur Daily. Mr. Ram Krishna, working as a public relations officer 

in a private company at Birjung applied for the post. Ram Krishna was very much interested to get a job in Kathmandu and 

wants to continue the career of public relations. In order to get selected in that company, he put influences on management of 

the company through some high- ups of political parties and even bureaucrats.    

Mr. Ram Krishna was selected for the post. Some of the candidates who were the children of the existing employees were 

very much annoyed over Ram Krishna’s selection. Mr. Ram Krishna joined the company despite resentment among the staff. 

The company of Birgunj, in which he was working was highly impressed with Mr. Ram Krishna. In order to retain him in the 

company, it offered an increment in salary and allowances, but he declined this offer. When asked, he did not disclose the 

name of the company where he was going to work. 

Some of the employees came to know that Mr. Ram Krishna had used the influence of some high- ups to get the job in the 

company. The employees started testing his abilities and planned to harass him. The management had put him in-charge of 

the workers’ canteen. It was the most challenging responsibility in the company. Though Mr. Ram Krishna was working 

from morning to evening, the workers started finding fault with his work. One afternoon before the new shift was to start, the 

workers gathered in the canteen and shouted slogans against management and Mr. Ram Krishna. It was due to the dead lizard 

found in one worker’s meal.  

The union leader of the company arrived in the scene and started blaming the management for its inefficiency and selecting 

an inefficient person for such responsible position. The management instituated an inquiry against the incident and 

immediately suspended Mr. Ram Krishna without giving chance to listen his side of the story. The inquiry continued for 

some months and finally, the management terminated the services of Ram Krishna. 

  

 Based on above case answer the following questions.  

a) Point out the strengths and weaknesses of the organization.  8 

b) If you are the chief of the company, what would you do to deal with the problem?  7 

 

Answer:  

a) Case. A. Point out strengths and weakness of the organization 

The organization given in the case has strengths and weaknesses. Followings are some of the strengths:  

• Continueous improvement in business, well known brand and clear goals 

• Competent human resources, talent search paractices and good working environment 

• Practice of  participation for problem solution and decisions 

 However,  some weaknesses are:  

• Lack of proper job to the proper person, no matching of job and person, and job assignment not based on job 

analysis 

• Unionization and politicization dominates administrative work and work culture.  

• Improper recruitment and selection practices, no motivation and incentives to existing staff poor training and 

development practices.   

 

b) if you are the chief of the company what would you do to deal the problem? 

I will form a committee consisting of senior staff to  make recommendation to top management. Immediately, Mr. Ram 

Krishna will be transferred to other section. In coming days, staffs will be posted based on their knowledge, skills, and job 

preferences. Conflict and grievance committee will be formed to solve problems of employees. Management information 

systems will be managed properly, to stop leaking of information.  

 

2.  

a) Why strategy is relevant to professional accountants? Explain. 7 

b) Discuss the process of strategic management.  8 

Answer:  
a) Strategy provides a central purpose and direction to the activities of the organization and to the people who work in 

it, and often to the world outside. In fact, it is as important to inform the public or the market about the company’s strategy as 

it is to inform inside the organization. The strategy must be communicated to suppliers, wholesalers, creditors, and customers 

if their cooperation is to be gained. It is very relevant to professional accountants. 

An organization must recognize these groups, even while it is establishing its strategy. This is particularly true of the 

customer and market, since in the final analysis, it is the market that success or failure materializes. The business and its 

professional accountants must continually be aware of market changes and developments if they are to remain in the most 

advantageous competitive posture. 
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What is our business is not determined by the producer but by the consumer. In essence, what business or even what industry 

a company is in is not determined by its product or service alone. It is more clearly designated by its product-market Also 

included would be the direction of growth, the basic means by which it will compete, and the way in which all aspects of its 

strategy fit together and support one another. This articulation of strategy will answer the question of what business the 

company is in. As Peter Drucker has pointed out, the failure to ask the question is clearly the most important single cause of 

business failure. These are the reasons for the professional accountants to acquaint themselves with strategy. 

b) Strategic management is that set of managerial decisions and actions that determine the long run performance of the 

organization. It is the process which deals with the development of strategies, structures and system. This process consists 

different phases which are sequential in nature. They are:  

1. Environmental scanning: Environmental factors are many in external and internal form. By analysis of environmental 

factors threat and opportunities are identified. Internal strength and weakness can be observed in the process. 

 

2. Strategy formulation: It is necessary to set mission, objectives and goals. Given the mission and objectives and having 

done the SWOT analysis, it should proceed to generate possible strategy alternatives.  

3. Strategy implementation: This phase involves translating the strategies into actions. This requires identifying 

programmes, allocating budget and developing procedures. It encompasses the operational details to translate the strategy 

into effective practice. 

4. Strategy evaluation and control: This is a phase of monitoring the progress of strategic actions and controlling the 

resources. This is done by analyzing the deviation from standards and goals and providing the feedback for modification. 

Each phase of strategic management process consists of a number of elements. So in broad sense establishing the hierarchy of 

strategic intent, formulation of strategies, implementation of strategies and performing strategic evaluation and control are the 

elements of strategic management. Creating and communicating vision, designing a mission statement, defining the business 

and setting objectives are elements of strategic management in process of establishing the hierarchy of strategic intent. 

Similarly in process of formulating strategy includes elements like performing environmental appraisal, doing organizational 

appraisal, considering different levels of strategies, exercising strategic choice, formulating strategies and preparing strategic 

plan. Activating strategies, designing structures, developing system, managing functional implementation and 

operationalising strategies are some elements associated in phase of implementation of strategic management process. Some 

elements of strategic management like performing strategic evaluation and exercising strategic control and reformulating 

strategies are concerned to evaluation phase. 

 

3.  

a) “The organization and environment are in reality more unpredictable, uncertain and non-linear”. Explain. 7 

b) Discuss various elements of external environment. 8 

Answer:  
a) The environment of any organization is the aggregate of all conditions, events and influences that surround and 

affect it .Since the environment influences an organization in many ways, its understanding is of crucial importance. 

Industries and companies are quite interested in knowing about trends that affect their business in multifarious ways.  

 

The environment consists of a number of factors, events, conditions and influences arising from different sources. All these 

do not exist in isolation, but interact with each other to create entirely new sets of influences. It is difficult to comprehend at 

once what factors constitute a given environment. All in all, environment is a complex phenomenon- and relatively easier to 

understand parts but difficult to grasp in its totality. 

The environment is constantly in changing in nature. Due to many and varied influences, there is dynamism in the 

environment causing it to continuously change its shape and character. What shape and character an environment assumes 

depends on the perception of the observer. A particular change in the environment, or a new development, may be viewed 

differently by different observers. This is frequently seen when the same development may be welcomed as an opportunity 

by one company while another company perceives it as a threat. The environment has a far reaching impact on organizations.  

The growth and profitability of an organization depends critically on the environment in which it exists. Any environmental 

change has an impact on the organization. 

The environment is complex, dynamic, multi-faceted and has a far reaching impact. 

 

b) There are large numbers of factors which affect the organization in each sector of the environment. In its working, 

the organization interacts with different factors and forces. Those forces lying outside of the organization are commonly 

known as external environment. The external environment is beyond the direct influence and control of the organization but 

it exerts powerful influence over its functioning. Before an organization begins strategy formulation, it must scan the external 

environment to identify possible opportunities and threats. 

The general environmental forces are external variables. The general environmental forces have an important effect in 

determining the resources available for inputs and processes. Various characteristics of such factors may be favourable or 

unfavorable for the growth of the organization. The various elements of general environment can be classified as political, 

economic, socio-cultural, technological and demographic. The political environment includes such factors as the general state 

of political development, the degree of politicization of business, the law and order situation, political stability, the political 
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ideology and practices of the ruling party, the efficiency of government agencies, the extent and nature of governmental 

intervention in the economy. The economic environment includes general economic situation in the nation and conditions in 

resource markets. Fiscal and monetary policy of the government, interest rates, devaluation and evaluation of the currency in 

relation to other currencies, balance of payment and inflationary or deflationary trend are the elements of economic 

environment. Socio-cultural environment consists of factors related to human relationships and impact of social attitudes and 

cultural values. The technology and business are highly interrelated. Demographic factors are age profile, sex ratio and 

population growth rate. 

The task environment includes those elements or groups that directly affect the organization and in turn, are affected by it. 

These are suppliers, competitors, customers, creditors, special interest groups and communities. An organization's task 

environment is typically the industry within which that firm operates. An industry can be conceived of as a set of firms which 

are in competition with one another for customers for their goods and services and which rely upon others for supply of 

critical inputs. Customers have their own needs, desires or requirements. It might be affected by demographic and geographic 

elements. As suppliers provide capital, labour and materials it affects the cost. New entrants and substitutes are elements that 

affect competitive environment. Thus various elements constitute external environment. 

 

4.  

a) Defining SWOT analysis, choose any successful business firm and outline the factors that lead towards 

opportunities and threats of that firm within the industry. 7 

b) Examine strategic management practices in Nepal. 8 

 

Answer:  
a) The simplest way to analyze the environment is through SWOT analysis. SWOT is an acronym used to describe 

those particular strengths, weakness, opportunities and threats that are strategic factors for any corporation. The 

environmental analysis helps identify opportunities and threats i.e. the external environment of a corporation whereas the 

corporate appraisal identifies the strengths and weakness i.e. internal factors. The external environment consists of variables 

that are outside the organization and beyond the control of the top management. It is essential to diagnose the environment by 

top management to determine what factors in the environment present threats to the company’s strategy and objectives and 

what factors in the environment present opportunities for the accomplishment of objectives. 

A firm’s external environment consists of all the conditions and forces that affect its strategic options but are typically 

beyond the firm’s control. Analysis of external environment aims at identifying strategic opportunities and threats in the 

organizations. 

Strength (S)  
Strength is the basic capabilities of the organization in which it can be used to gain competitive advantages. It is a distinct 

competence of an organization which gives the competitive advantages. Some of the examples of the strengths of an 

organization are: 

� Well developed strategy 

� Strong financial condition 

� Human resource competencies 

� Strong brand name/image/reputation 

� Strong advertising 

� Broad market coverage 

Weaknesses (W) 

It is the basic limitation or constraint of the organization which creates competitive disadvantages. It is the deficiency in 

resources, skills, capabilities and knowledge which negatively affect the performance of an organization. Following are some 

of the examples of weaknesses. 

� Weak marketing plan 

� No clear strategic direction 

� Weak financial position 

� Inadequate human resources 

� Obsolete technology 

� Loss of brand name 

� Raising manufacturing cost etc. 

Opportunities (O) 

It is the favorable conditions in the organization's external environment which enables its strength in its position. It provides 

competitive advantages to the firm exploiting organization's strength in relation to its competitors. Examples of the 

opportunities of an organization are: 

� Expanding new geographical areas/new market segment 

� Diversify the business 

� Acquisition of rivals 

� Alliance or joint venture 

� Expand core business 
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� Exploit new technologies 

� Serving additional customer groups 

Threats (T) 
It is an unfavorable condition of the organization's external environment which causes risk for or damage to the organization's 

positions. The examples of the threats of an organization are: 

� Growing power of customers & suppliers 

� Keen competition 

� Change in consumer taste, fashion, likes etc. 

� Rise of new or substitute product 

� Increase in industry rivalry 

� Raising labor costs 

� Attack on core business etc. 

 

b) Nepalese organizations generally lack long term strategic orientation. Most of them lack vision, mission, and 

strategy statements. Nepalese organizations state their objectives in terms of desired outputs but the growing presence of 

global enterprises has compelled them to think of   capturing market share and survival as the main objectives too. 

Strategic planning is not important for Nepalese managers. But some selected organizations have formulated strategic plans 

in respective areas of activities. And multinational companies working in Nepal do prepare strategic plans. Effective SWOT 

analysis is lacking for strategic planning exercises in Nepal. Environmental canning is poorly done.  

Resources provide internal strengths and weaknesses to Nepalese organizations .They can be human, physical, financial and 

intellectual. Unique resources provide strategic advantage. Nepalese organizations have not been able to gain strategic 

advantage over competitors. The cheap imports from China, India and overseas have already affected Nepal’s industrial 

growth and survival. Nepalese organizations suffer from inefficient and ineffective utilization of resources. Cost efficiency is 

neglected.  

Strategic options are strategic alternatives. The lack of strategic orientation has resulted in very little attention to strategic 

options by Nepalese organizations. Most Nepalese organizations give little consideration to generic strategies, such as 

stability, expansion, retrenchment and combination. Market based generic strategies, such as low cost leadership, and product 

differentiation are somewhat considered as options. 

Strategy formulations is not effective in Nepalese organizations. SWOT analysis, strategic options identification and 

evaluation, and strategic choice are not effectively done. Portfolio analysis for resource allocation to strategic business units 

are missing. Even big houses are not practicing portfolio analysis exercises. 

The management systems for strategy implementation are weak in Nepalese organization. Frequent changes in top 

management distort strategy implementation. Human resource management is not performance based. Motivation is lacking 

.So is decentralization. Leadership does not give proper   consideration to participative approach. Conflicts and personality 

clashes constrain effective implementation. The organizational structure for strategy implementation is not strategy friendly. 

 

5.  

a) “Critical to the success of strategic management is the role of chief executive officer”. Explain. 7 

b) What are the necessary processes carried out while managing strategic change? 8 

Answer:  
a) The chief executive officer is referred as chairman, president, managing director or general manager. He represents the 

top management and has ultimate responsibility for success of the organization. Success is possible only when direction an be 

taken towards own competences by the organization in uncertainty of changing environment. The chief executive's main duty 

is to define long term direction and scope of the organization.  His responsibility is to make major decisions for the 

organization and implementation of these decisions to secure the end. He is responsible for defining what the business firm is 

in and matching the best product-market opportunities with the best use of the enterprise's resources. So he must 

conceptualize the strategy and then initiate and maintain the strategic management process. He has to perform the roles of 

strategist, organizational builder and a leader. The strategic responsibility lies with the chief executive officer. In all phase of 

strategic management process, the role played by chief executive officer is vital. 

The chief executive officer sets the major organizational objectives, corporate mission, long term goals and major policies. 

He is responsible for diagnosis of external environment, analyzing opportunities and threats and managing relationship in 

order to create condition for growth. He is also responsible for internal functioning of the organization. He determines and 

allocates major resources to various functions and projects. He designs organizational structure. He develops formal plan, 

budget and human resources. He is also involve in monitoring deviations and measuring organizational effectiveness. All the 

elements involved in strategic management process are linked up with the activities and responsibilities of the chief executive 

officer. 

The chief executive is an architect of strategy and spends more time managing the process of strategic planning than they do 

making strategic decision. Yet the role played by   the chief executive officer sets the tone for strategy formation. Hence, the 

chief executive officer's roles and values play a significant part in strategic management. 
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b) It is a matter of truth that a formulated and implemented strategy is not adopted forever by an organization. Strategy is 

dynamic like the environment, which is changing. Strategy basically depends on the assessment of external environment 

which is not static. Therefore, change of strategy is unavoidable to achieve the objectives. But change of strategy in an 

organization depends on the extent to which people change their behavior. It is concerned with the beliefs and assumptions 

that they hold and the processes in the organization. 

Figure presented, summarizes a framework of managing strategic change process of an organization. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

There are mainly two ways to change the strategies. (a) Incremental i.e. change of strategy in an increasing process. In this 

way, the skills, routines, and beliefs of those in the organization will build up so that change is efficient and likely to win 

their commitment.  

(b) Transformational i.e. complete change which cannot be handled within the existing paradigm and organization routine. 

There are also two types of changes. (i) Proactive i.e. controlling a situation by making things happen rather than waiting for 

things and (ii) Reactive i.e. showing a reaction or response. 

Increment change approach suggests that organizations can change by mutually reinforcing and amplifying stimuli within 

their system. Change takes place in the gradual manner in the current way of doing things. Increment change might therefore 

be seen as an adaptive process in a continually changing environment. If such incremental strategic change lags behind 

environmental change, the organization may get out of line with its environment. 

 

6.  

a) Explain the relationship between strategy and structure of an organization. 7 

b) Suggest methods to follow cost leadership strategy in a production entity. 8 

Answer:  

a) The first basic consideration in strategy implementation is creation of suitable organization structure. Structure is the 

pattern in which the various parts of the organization are interrelated or interconnected. Thus it prescribes relationship among 

various positions and activities. Since these positions are held by individuals the structure prescribes relationships among 

people in the organization. In designing organization structure for strategy implementation, it is advisable to make distinction 

between basic structure and operating mechanism. Design of basic structure involves such central issues as to how the work 

of the organization will be divided and assigned among various positions, groups, and departments and how the coordination 

necessary to accomplish total organizational activities. Such an exercise may be recorded in the form of organizational chart 

and manuals. Operating mechanism, on the other hand, includes such factors as control procedures, reward and punishment 

systems, standardized rules and procedures, information system etc. 

For implementing strategy, the organization structure should be designed according to the needs of the strategy. The 

relationship between structure and strategy can be thought in terms of utilizing structure for strategy implementation because 

structure is a means to an end and not an end in itself. The most appropriate end is the objectives for which the organization 

exists as revealed by the strategy. Without coordination between strategy and structure, the likely outcomes are confusion, 

misdirection, and splintered efforts within the organization. 

b) Generic strategies are the basic strategies of business designed to enhance competitive capabilities primarily from 

Michael Porter. These are:  cost leadership, differentiation, and focus. Based on these Miles and snow classified business 

strategies into three types: defender, prospector, and analyzer. Referring to porter's strategy type, Schuler and Jackson used 

labels slightly different from those of Porter to classify business competitive strategies into three types. Cost reduction, 

innovation, and quality enhancement. Many Scholars have employed different business strategies into different situations as 

generic strategies. 

 The difference types of three generic strategies are presented as: 

 UNDERSTANDING TYPES OF STRATEGIC CHANGE 

 DIAGNOSING STRATEGIC CHANGE NEEDS 

 MANAGING STRATEGIC CHANGE PROCESS 

 LEADERSHIP AND CHANGE AGENCY 

 

      D i f f e r e n t i a t i o n      O v e r a l l  c o s t  
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Figure   Three Generic Strategic 
 

 

 

 

 

 

 

 

 

 

Porter has referred to low cost, differentiation and focus as generic business level strategies. Theses strategies are called 

generic because all businesses or industries can pursue them irrespective of they are profit or non-profit organizations. Each 

of these generic strategies result from a company making consistent choices that reinforce each other. According to Porter, a 

business can strive to supply a product or service more cost effectively than its competitors (cost leadership), it can strive to 

add value to the product or service through differentiation and command higher prices (differentiation) or it can narrow its 

focus to a special product market segment that it can monopolize (focus). 

Overall Cost Leadership   

Overall cost leadership strategic approach of a firm in an industry makes all possible attempts to achieve the lowest costs in 

the various sectors of operation. It has an aim to gain increased market share through increasing the efficiency and lowering 

the costs. It is a strategy in which an organization attempts to gain a competitive advantages by reducing its costs below the 

cost of competing firms. 

According to Porter, overall cost leadership requires aggressive construction of efficient scale facilities, vigorous pursuit of 

cost reductions from experience, tight cost and overhead control, avoidance of  marginal customer accounts, and cost 

minimization in areas like research and development, service, sales forces, advertising and so on. 

The basic components that facilitate overall cost leadership are as follows: 

� Cost reduction in the area of production/operation. Such as lowering the raw material cost or competitive cost 

advantage on availability of raw materials, lowering the distribution cost, i.e. low transportation and channel costs and 

reduction of overhead costs. 

� Through tightening the cost and overall control. 

� Through avoidance of marginal customer accounts. 

� Cost minimization in the area of research and development, different services, sales force, advertising and so on. 

� Through accelerating the efficiency. 

In another term, we can say that overall cost leadership is achieved by a firm through the reduction of cost on primary 

activities and supporting activities. Primary activities concerned with the physical creation of a product or service, its 

marketing, delivery and provision of after sale support whereas support activities provide input or infrastructure for primary 

activities to be performed. 

 

7. Write short notes on the following: (4×2.5=10) 

a) Outsourcing strategies  

b) Core Competency 

c) Leadership and culture for strategy implementation 

d) Diversification Strategy 

 

Answer:  
a) Over the past decades, outsourcing the performance of some value chain activities traditionally performed in-house 

has become increasingly popular. A number of single –business enterprises have begun outsourcing a variety of value chain 

activities formally performed in-house to enable them to better concentrate their energies on a narrower, more critical portion 

of the overall value chain. Outsourcing strategies thus involve a conscious decision to abandon or forgo attempts to perform 

certain value chain activities internally and instead to farm them out to outside specialists and business partners. The two 

driving themes behind outsourcing are that (a) outsiders can often perform certain activities better or cheaper and (b) 

outsourcing allows a firm to focus its entire energies on its core business-those activities at the centre of its expertise. 

 
b) Core competences are activities or processes that critically underpin an organization’s competitive advantage. They 

create and sustain the ability to meet the critical success factors of particular customer groups better than other providers in 

ways that are difficult to imitate. The difference in performance between organizations in the same market is rarely 

explainable by difference in their resources base since resources can usually be limited or traded. Superior performance will 

also be determined by the way in which resources are deployed to create competences in the organization’s activities. 

Performance is also affected by the processes of linking separate areas of knowledge and activities together both inside and 

outside the organization. Although an organization will need to achieve a threshold level of competence in all of the activities 

and processes that underpin the product and service, only some will be core competences. 
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c) Leadership has been considered as one of the most important elements affecting organizational performance. Issues 

associated with appropriate leadership skills are a critical component of the administrative system to implement, strategy. It is 

the focus of the activity through which the goals and objectives of the organization are accomplished. 

CEO as a leader must act and perceived seriousness of commitment to the chosen strategy. Leader must instill value which is 

concerned for quality, honesty and risk taking for its stakeholders. Therefore, he should have the ability to use power 

effectiveness and in a responsible manner. He should have the quality to inspire and act in a manner that will develop a 

climate conductive to responding and developing motivations. 

A purely authoritarian or a purely participative style may not be effective. A nurturing task leadership style is considered to 

be more relevant. Nurturing-task leadership has the combination of concern for task as well as subordinates and is directive in 

approach. The leadership is responsible for developing a climate and culture conductive to the mission of the business. 

A corporate culture is defined as the overriding ideology and established patterns of behaviour and norms that influences 

actions and decisions. It is a set of important assumptions that members of the organization share in common. These shared 

understandings consist of norms, value, attitudes and beliefs. These assumptions force covertly or overtly to resist the 

organization or fully support and accept the way in which it operates. 

As we know that when individual come into contact with organization, they come into contact with dress norms, stories 

people tell about what goes on, the organizations formal rules and procedures, its formal code of behaviour, rituals, tasks, pay 

systems, jargons and jokes only understood by insiders and so on. These elements are some of the manifestations of 

organizational culture. It is a web which represents the taken for granted assumptions of an organization. 

 

d) Diversification strategy takes the organization away from its present markets and its present products at the same 

time. According to Steiner,  ‘Diversification is producing new products for new markets involving quite different skills, 

processes and knowledge from those associated with the present products, services or processes. Though the expansion 

strategy relies on extension of firm’s present market position, the diversification strategy takes away the firm from its present 

market and present products and enters into new product market areas. So formulation of diversification strategy should 

begin with examining a broad range of product market alternatives for their inherent growth and profitability prospects. 

There are two basic diversification strategies as related diversification and unrelated diversification. Under related 

diversification, the new product market share skills and facilities of the existing business. The firm attempts strategic fit in a 

new industry where the firm’s product knowledge, its manufacturing capabilities and the marketing skills are used so 

efficiently in the original industry that can be put to good use. Related diversification strategy can be further classified into 

vertical integration and horizontal integration. Vertical integration strategy is designed to combine all stages of 

manufacturing and marketing of a product. The sources of raw materials, the intermediate operations and final marketing all 

come within the umbrella of one business. This strategy reduces dependence on outside suppliers or consumers.  It enables 

management to control resources more effectively. But it creates problem of planning and balancing different processes. 

Risks are centered on a single or a limited range of products.  


