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Attempt all questions. 
 

1. Read the following and answer the questions accordingly: 
 

 Himalayan Tea 

 

Mr. Manoj Agrawal graduated in Business Administration with specialization in 

entrepreneurship from Management Development Institute. He is planning to 

establish a tea processing business. He searched internet, consulted many business 

experts, brainstormed ideas with colleagues and explored the potential markets 

nationally and internationally. He visited India, China, Thailand and Australia to 

consolidate the ideas. He established a firm in 1995 in the name of Himalayan Tea.  
 

Since its inception, Himalayan tea earned profit and currently it has 250 staff in the 

garden, 52 staff in the operation and processing department, 16 staff in marketing 

besides others in different duties. It is a well known firm and has a good image not 

only in the mind of people of country but also in different parts of the world. 
 

However, in recent days, because of globalization, liberalization, emergence of WTO 

and multinational companies, and transformation in information technology, Nepal 

welcomes tea from all over the world. Tea manufactured in China, which is low in 

price, has become intense competitor for Himalayan tea. It is a challenge for 

Himalayan Tea to compete with Chinese Tea because of high cost, manual 

processing, poor technology and services. Regular strikes in factory by labor 

demanding high salaries and Nepal Banda by many political parties have adversely 

influenced Himalayan Tea. But people who have already tasted Himalayan tea 

continue placing their order. Sometimes, the manager is unable to fulfill the demand 

from International business community. The audit report of last year shows that the 

company is neither in profit nor in loss.                   

  

a) What are the problems in this case and why they arose?  7 

b) Suggest suitable strategies to the company to develop its competitiveness. 8 

Answer No. 1 

a) Himalayan Tea is not able to examine internal and external environment. It is necessary to make 

a diagnosis of the external environment like political, legal, global, competitive, technological, 

economic and other factors to identify the opportunities and threats. Similarly, the resources 

analysis like employees competencies, leadership practices and philosophy of top management, 

organizational culture, tangible and intangible resources should be scanned to determine 

strengths and weaknesses.  These are the source of main problems in the organization.  

Therefore, low priced products, unfavorable political/ business environment has created the 

problems of inefficiency and less productivity.  
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b) In this scenario, consolidation strategy should be adopted to strengthen the organization. After 

the consolidation strategy, it will be better to integrate/ merge with another company to carter the 

south Asian market. India and China are huge market and they have wide networks. Therefore, 

strategic alliances should be developed with Indian and Chinese companies. 
 

2.  

a) What is strategy? Explain the process of strategic management. (3+5=8) 

b) Prepare a strategic advantage profile (SAP) for a firm of your choice.  7 

Answer No. 2 

a) A strategy is a unified, comprehensive, and integrated plan that relates the strategic advantages of the 

firm to the challenges of the environment. It is designed to ensure that the basic objectives of the 

enterprises are achieved through proper execution by the organization. It is the direction and scope of 

an organization over the long-term. It achieves advantages for the organization through configuration 

of resources within a changing environment to meet the needs of markets and to fulfill stakeholders 

expectations. It is a plan that ties all the parts of enterprise together and covers all major aspects 

aimed at gaining a sustainable advantage over competitors. 

 Therefore, strategy is the pattern of plan that integrates an organization's major goals, policies and 

action sequences into a cohesive whole. A well formulated strategy helps to allocate organization's 

resources based on relative internal competencies, anticipated changes in the environment, and 

contingent moves by opponents. The scope of strategy includes total managerial functions which are 

related with the determination of organizational objectives in the light of environmental variables and 

the determination of course of action and commitment to achieve such objectives. 

Process of strategic Management 

Strategic management process involves ascertaining the objectives, analysis of the environmental 

opportunities and threats and appraising the strengths and weaknesses of an organization to tap the 

opportunities or to overcome the threats, formulating strategies, choosing the most appropriate 

strategy and implementing them to achieve objectives.  

Followings are the main steps of strategic management  process.  

• Review  of missions and objectives 

• External environmental scanning (PEST analysis) 

• Resource diagnosis 

• Formulation of strategies 

• Selection of best strategy  

• Implementation of selected strategy 

• Evaluation and control  

• Strategic change management 

b) In internal factors, the strategist should analyze the areas like marketing and distribution, research and 

development, production and operation, corporate resources and finance. This analysis shows the 

strengths and weaknesses of the organization. It provides the perception of strategic advantage. 
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The process relates essentially to functions within the strategic business units. Once the key areas for 

diagnosis have been analyzed, it is useful to prepare a strategic advantage profile (SAP) for the firm 

being analyzed. This is a tool for providing a picture of the critical areas which can have a 

relationship to the strategic posture of the firm in the future. 

 

Strategic Advantage Profile (SAP) 

Internal areas  Competitive strength and weakness 

Marketing  + Product line is extensive, and service is excellent. 

 - Channels of distribution are weak in western region. 

R & D - No research and development performed 

Production  + Excellent sourcing for raw materials. 

- Facilities are old and becoming out dated 

Corporate resources  0 Company size is about average for the industry 

 0 Profit has been consistent but overage. 

 - Union employees complain frequently. 

Finance  + Balance sheet shows ability to obtain needed capital. 

Note: + indicates strength; 0 indicates neutral; - indicates weakness 

 

SAP is combined with other factors to lead to strategic decision making. 
 

3.  

a) How do economic and socio-cultural factors affect business organization? 

Explain. 8 

b) Discuss the characteristics of strategic decisions. 7 

Answer No. 3 

a) Economic factors refer to all those factors which give shape and form to the development of 

economic activities. It comprises the factors related to the economy of a country. These factors have 

an impact on business activities. For example, increase in interest rate means high saving which leads 

towards less expenditure on major home appliances. 

An organization must consider general economic condition, economic conditions of different 

segments of the population, their disposable income, purchasing power, trends in income distribution, 

consumption patterns, current income, market price, availability of credit, saving etc. Rate of growth 

in economy, rate of inflation, behaviour of capital market, interest rates, exchange rates, tax rates, 

price of materials, price of energy and the condition of labour market are additional economic factors 

that must be carefully considered while analyzing economic environment. 

In a developing country, the low income may be the reason for low demand for a product. The sale of 
income-elastic product naturally increases with the increase in income.  

The economic policy of the government very much impacts business. Some types of business are 
favorably affected by government policy, some are adversely affected, while it is neutral in respect of 
others.  

Similarly, an industry that is within the priority sector in terms of government policy may get a 

number of incentives and other positive supports from the government, where as those industries 

which are not listed as priority may be seriously affected because of such policy. 

Following are some of the important factors operating in economic environment. 

1. Economic System: 

Capitalism, Socialism, Communism 
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2. Stage of Business Cycle: 

Prosperity, Recession, Depression, Recovery 

3. Economic Policies: 

Industrial, Monetary and Fiscal Policy 

4. Economic Trend: 

Inflation and Deflation 

5. Economic Indices: 

 GDP, Per Capital Income, Balance of Payment 

6. Economic planning: 

 Annual Budget, long term plans. 

7. Employment level: 

 Unemployment, Semi-employment and Employment 

8. Infrastructure development: 

 Bank, Transportation, Communication, Energy etc. 

9. Productivity: 

 Agricultural Products and Industrial Product 

10. Factors of production used 

 

Socio- Cultural factors  

Socio-cultural environment is composed of the attitudes, values, desires, expectations, education, 

beliefs and customs, opinions, life style of people in a society, social institutions, class structure and 

social group pressure that are developed from their cultural, demographic, religious, educational and 

ethnic conditioning.  

These elements translate into lifestyle changes that affect the demand for products and services. Such 

factors can create threats and opportunities for the organization. Some of the important factors and 

influences operating in the socio-cultural environment are: 

1. Demographic factors: 

 age, sex, family life cycle, education, occupation, religion, ethnic background, social class, life 
style, personality etc 

2. Social norms: 

Attitude, value, expectations, customs, belief, ritual, and practices 

3. Role of women 

4. Social concern: 

 Pressure group, consumerism, corruption  

5. Population indices: 

 life expectancy, birthrate, migration 

6. Career expectations 

7. Emphasis on quality of life 

8. Education and cultural awareness 

9. Views towards others 

The differences in language sometimes pose serious problems so that the manufactures need to 
change brand name of their products. Demographic factors, such as size of the population, population 
growth rate, age composition, life expectancy, family size, occupational status, employment pattern 
etc. affect the demand for goods and services. Markets with growing population and income are 
growth markets.  

b) The strategic decisions are concerned with the long term direction of on organization. The 
strategic decisions are normally about trying to achieve some advantage for the 
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organization. Strategic decisions are sometimes conceived of as the search for effective 
positioning to give advantage in a market or in relation to supplier.  

 

The strategic decisions are concerned with the scope of an organization’s activities.  

The strategic decisions are likely to affect operational decisions. Store operation, marketing and 

advertising policies might need change. If the operational aspects of the organization are not in line 

with the strategy, no matter how well considered the strategy is, it will not succeed. It is the 

operational level where real strategic advantage can be achieved. 

 

The strategy is the direction and scope of an organization over the long term, which achieves 

advantage for the organization through its configuration of resources within a changing environment, 

to meet the needs of markets and to fulfill stakeholder's expectations. Strategic decisions are likely to 

be complex in nature. Strategic decisions can involve a high degree of uncertainty. Strategic decisions 

are also likely to demand an integrated approach to managing the organization. So the uncertainty, 

change, long term direction, effective positioning and strategic advantages are some specific 

characteristics of strategic decision. 

 
 

4.  

a) What is SWOT analysis? Choose any successful business house and outline the 

factors that provide strengths and weaknesses to it. (3+5=8) 

b) What are generic strategies? Suggest methods of cost leadership strategy for a 

production entity. (2+5=7) 

Answer No. 4 

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. Opportunities and threats (OT) 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 what factors in the environment present opportunities for the accomplishment of strategy. 

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) 
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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 

� 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) Generic Strategies 

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 the different situation as 

generic strategies, however, we understand Porter's method of classification as generic strategies. 

The difference types of three generic strategies are presented as: 

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

strategies are called generic because all businesses can pursue them. Each of these generic strategies 

results from a company making consistent choices that reinforce each other. According to Porter, a 
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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). 

Cost Leadership  Strategy 

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 
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. 

 

5.  

a) Explain the process of strategy implementation. In your opinion, which factor is 

the most appropriate for successful strategy implementation in an organization? (2+5=7) 

b) Evaluate strategic management practices in Nepalese organizations. 8 

Answer No. 5 

a) The implementation of strategy is concerned with the design and management of systems to achieve 

the best integration of people, structure, process and resources. This definition stresses the 

integration of people, structure, resources and processes required for strategy implementation. It is 

the sum total of the activities and choices required for the execution of a strategic plan. It is the 

process by which strategies and policies are put into action through the development of programs, 

budgets and procedures. Strategists must consider three questions. 

Who will carry out the strategic plan? 

What must be done to align the company’s operations in the new direction? 

How is every one going? 

From these various opinions and expressions, we can point out the basic steps of strategic 

implementation. 

 

 

 

Figure  Process of Strategy Implementation 

 

STRUCTURING AN ORGANIZATION 

Resource Allocation 
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Structuring an organization 

Structure is very important for strategy implementation. 

An organization is a group of people working together in a coordinated effort to attain a set of 

objectives. It is the grouping of activities and assignment of each grouping who have necessary 

authority to manage. Thus it is a structural framework where division of labour is made by 

delegation of authority with assignment of responsibility. The strategy and organizational structure 

for strategy implementation must have close relationship like two-way traffic. In one hand, the 

structure should be according to the need of the strategy so that it is implemented effectively; on the 

other hand, structure of the organization may play a critical role in influencing its choice of strategy. 

Following are some of the major type of organizational structure for strategy implementation. 

Simple Structure  

Functional Structure  

Multi-Divisional Structure 

Holding Company Structure  

Matrix Structure  

 

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 objective too. 

Strategic planning is not important for Nepalese managers. But some selected organizations 

have formulated strategic plans in respective areas of activities. Multinational companies 

working in Nepal do prepare strategic plans. Effective SWOT analysis is lacking for 

strategic planning exercises in Nepal. Environmental scanning 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.  

 

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 
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strategies, such as low cost leadership, and product differentiation are somewhat considered 

as options. 

 

Strategy formulations are not effective in Nepalese organization. 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 organizations. 

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.  
 

6.   

a) Explain the role of organizational structure in strategy implementation.  7 

b) Explain the role of internal analysis in strategic management. 8 

Answer No. 6 

a) The first basic consideration is strategy implementation is creation of suitable organizational 

structure. Structure is the pattern in which the various parts of the organization are 

interrelated or interconnected. It prescribes relationships among various positions and 

activities. 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, departments and 

how the coordination necessary to accomplish total organizational activities can be 

achieved. For implementing strategy, the organization structure should be designed 

according to the needs of the strategy. The relationship between strategy and structure can 

be thought in terms of utilizing structure for strategy implementation because structure is a 

means to an end and not an end it itself. The most appropriate end is the objectives for 

which the organization exists Without coordination between strategy and structure, the most 

likely outcomes are confusion, misdirection, and splintered efforts within the organization. 

The relationship between strategy and structure, however, should not be viewed merely as 

one-way traffic; rather it should be viewed as two-way traffic. On the one hand, structure of 

the organization may play a critical role in influencing its choice of strategy. Recognition of 

this two-way interaction between strategy and structure is crucial for a complete 

understanding of the criteria which underline structural design. It becomes obvious that top 

management perspective in structural design is necessary and the success of the strategy is 

also dependent on that design. According to Chandler, changes in organization’s strategy 

bring about new administrative problems which, in turn, require a new structure if the new 

strategy is to be successfully implemented. 

 

b) Internal analysis can be considered as the beginning of the strategic management in the 

sense that organization tries to relate itself to its environment by emphasizing its strengths 

and overcoming its weaknesses. Thus the organization will appraise only those 

environmental factors which are relevant in the context of its strengths. Organizational 

strengths decide the business which it should undertake. For example, if the organization is 

quite strong in marketing, it may concentrate on marketing activities rather than going for 

manufacturing and marketing both.   
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The internal appraisal also enables the managers to overcome their weaknesses. Overcoming 

a weakness starts with the identification of weakness. The internal analysis pinpoints weak 

areas of the organization and the organization can take various actions to overcome it. It can 

adopt two methods. Fist, it can make its weakness as a strong point by rearranging and 

reallocating its resources and concentrating on the weak points. However, since the resources 

at the option of the organization are limited, it cannot go for strengthening all factors. 

Second, if the fist approach is not possible, the organization can try the alternative method in 

which it may withdraw itself from the areas which are its weak points. Thus the organization 

can take the advantages of its limited resources. 

 

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

a) Strategic advantage 

b) Resource plan 

c) Strategic evaluation  

d) Retrenchment strategies 

Answer No. 7 

a) Strategic advantages are the outcome of organizational activities The existence of 

organizational capabilities leads to strategic advantages that can be measured in terms of 

profitability, shareholder’s value, market share or reputation comparably in terms of past 

performance of an organization or its present performance with its competitors. 

Competitive advantage is the case of strategic advantages where a company’s success (financial or 

non-financial) is higher than the average for its industry. Competitive advantage is a relative term 

where the performance of one organization is measured and compared with respect to competitors in 

an industry. To achieve competitive advantage, a company must either have lower costs than its 

competitors or it must differentiate its products so that higher price can be charged or it must do both 

simultaneously.  

Competitive advantage is gaining advantage by an organization over its competitors. It is based on the 

deployment of capabilities and core competencies of an organization. It results only through the use 

of capabilities that are valuable, rare, costly to imitate, and non-substitutable. Capabilities develop 

core competencies which serve as a source of competitive advantage for the firm over its rivals. It 

should be remembered that core competencies are capabilities, but capabilities are not core 

competencies. Because, capabilities failing to satisfy the four criteria-valuable, rare, costly to imitate 

& non-substitutable are not core competencies. 

 

b) The organization needs resource plan to identify in detail the requirements of specific 

strategy developments. The importance of the resource plan is to find the critical factors for 

success of a particular strategy and therefore the consequent priorities, schedules and 

budgets. Critical success factors are components of strategy where the organization excels to 

outperform competition and can use it as a basis for preparing resource plans. 

 

A resource plan sets out what resource and competence need to be created and which 

disposed of. This may well be in the form of a budget, but might also be usefully expressed 

as a sequence of actions or a time table of priorities in a written plan.  
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c) The strategic evaluation is to evaluate the effectiveness of strategy in achieving 

organizational objectives. The strategic evaluation performs the crucial task of keeping the 

organization on the right track. Through the process of strategic evaluation, the strategist 

attempts to answer the questions related to performance and change.  

 

In evaluation of strategy, suitability, acceptability and feasibility are basic criteria used. 

Suitability is a broad assessment of whether the strategy addresses the circumstances. 

Acceptability is concerned with the expected performance outcomes in line with the 

expectations of stakeholders. Feasibility is concerned with whether the strategy could be 

made to work in practice with assessment of the practicalities of resourcing and strategic 

capability. 

 

d) The corporate strategy of retrenchment is followed when an organization aims at contraction 

of its activities through a substantial reduction or elimination of the scope of one or more of 

its businesses in terms of their  respective customers group, customer functions or 

alternative technologies-either singly or jointly- in order to improve its overall performance. 

Retrenchment involves total or partial withdrawal from a customer group, customer 

function, or use of an alternative technology in one or more of a firm’s businesses. 

Retrenchment attempts to ‘trim the fat ‘and results in a ‘slimmer’ organization.  


