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Attempt all questions. 
 

1. Read the following and answer the questions accordingly: 
 

Manakamana Cable Car Company, the cable car that ferries pilgrims and tourists to 

the hill-top shrine of Manakamana Devi in Gorkha district has been operating since 

1998.  The cable car has 31 passenger Gondolas and 3 freight carriers.  The average 

time of travel from the bottom station of Kurintar to top station of Manakamana 

Temple is 9 minutes.  An average hourly capacity of the cable car has been calculated 

as roughly 600 persons. 
 

The company had run introductory awareness promotion campaign before launching 

the cable car. Because of the novelty of the project, it immediately caught the 

attention of the media.  Much of the publicity was free of cost.  From day one of the 

inauguration, the company had a tough time in managing the crowd.   

 

The company was given a strategic plan with implementation matrix by its 

consultants anticipating a normal product life cycle from introduction to growth, 

maturity, and decline.  However, the company found that many of the projections of 

the consultants were not realized after the launching.  For example, an aggressive 

promotion campaign was suggested during the "growth" stage.  However, the 

company did not see the "growth" stage at all.  The cable car experienced peak 

performance from the very beginning. The cable car has been ferrying around 2,500 

passengers daily.  The company also has been revising the fare at regular intervals.  

This rise in fare did not have any negative impact on demand. However, the company 

was not completely out of problems.  It had to face local community and labor related 

problems occasionally. "Social responsibility" has not been the company's choice but 

it was a forceful obligation. Despite these, the company enjoys smooth operations. 
 

Today, despite satisfactory sales and full capacity utilization, the company has merely 

sustained its business.  It had not grown as anticipated.  The promoters know that a 

stagnant business is a dead business. They are also aware that the decline stage is sure 

to come one day.  Now Manakamana Temple is accessible by road also.  A few more 

cable car ventures are in the pipeline in Pokhara and nearby locations.  The company 

is not very sure about the impact of these developments on its business and the 

business strategy it should develop for the future. 
 

a) Why the product life cycle turned out to be different from what the consultants 

had anticipated?  7 

b) In your opinion, what strategic moves the company should plan to prolong the 

growth phase and prevent the possible decline? 8 

Answer: 

a) Product life cycle identifies success factors against which a company can evaluate its 

competencies relative to its key products. The product life cycle is a concept that 
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describes a product's sales, profitability, and competencies that are key drivers of the 

success of that product over a time period. 

The consultants of Manakamana Cable Car had perhaps thought of the normal life 

cycle of a product which generally goes through a process of introduction-growth-

maturity-decline. Their expectation was that each phase would require a different 

mix of marketing activities to maximize the lifetime profitability of the product.  

However, in the case of this company, unanticipated results were found. Without 

passing through the normal phases of the life cycle, the company jumped to the 

growth stage of its business. The company gained maximum and full capacity 

utilization. It was because of the following factors: 

� Being the first cable car in Nepal, people wanted to have the experience of the 

cable car ride. 

� As it was connected to the Manakamana Temple and also because there was 

no other easy access to the Temple, the flow of passengers picked up right 

from the beginning. 

� As it was near Kathmandu, people used to spend their weekends in that 

location. 

� As it was connected to the highway from Pokhara and Narayangarh to 

Kathmandu, people had easy access to the place for a stop over. 

The consultants might have analyzed some of these environmental factors. But 

beyond their expectation the combined forces of thrill and pilgrimage created 

unexpected life-cycle scenario. Perhaps the consultants did not anticipate all these 

environmental factors at the planning phase of the project. Different external 

elements affect strategies at different times with varying strengths. Sometimes it is 

difficult to predict the impact of these environmental factors. 

 

Not all products follow the same product life cycle. Some products are introduced 

quickly, and they die quickly; others stay in the mature stage for a very long time. 

Some products enter the decline stage of the life cycle and are then recycled back 

into the growth stage through aggressive and strong promotion or repositioning. 

 

b) For prolonging the growth phase, the company should add new features to existing 

services; it should refresh its service offering from time to time.The company can 

extend its existing service to another destination in the same area. By adding new 

features the company can potentially get former customers interested in its services 

again, or attract a market of new consumers. Adding new features can however be 

risky if the costs to add the features are high. 

The challenge for the company is how to prolong its existing growth phase. However, 

for this, the company needs to develop a well-defined strategy for its future plan of 

activities. Two alternative strategic options for the company could be: extending the 

service package, and adding more value to its service offerings. With these strategies, 

the company can broaden its operations. The company should use a variety of 

strategies to prolong the life cycle by adding value to its existing services. The 

company should work out the strategy to take advantage of its favorable reputation 

and brand name.  
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The following are some of the strategic moves the company should plan to prolong 

the existing growth phase and prevent the possible decline: 

� Improve quality of services.  

� Add new features to the existing services. 

� Consider the factors that provide a positive customer experience.  

� Analyze the strengths and weaknesses within an organization. These factors 

are seen in company culture and image, organizational structure, staff, 

operational efficiency and capacity, brand awareness, financial resources, etc.  

� Attain operational excellence by providing customers with convenient and 

reliable services at competitive prices. 

� Revisit policies, create value, and offer a positive customer experience. 

� Lower prices at the right time to attract more and new customers. 

 

2.  

a) What is core competency? How can the organization identify core competencies? (4+4=8) 

b) How are objectives set in the organization? Give guidelines for objectives setting.  (4+3=7) 

Answer: 

a) Competencies are capabilities represented by collective and accumulated knowledge, 

learning and experience of the organization and its staff. Core competence is the 

capability that is most fundamental to the successful operation of the enterprise. It 

represents activity that the organization must be good in performing or be excellent in 

achieving its objectives. Companies operating in competitive market can not survive 

without the appropriate competencies. Although the organizations need to achieve a 

threshold level in all its activities, only some will be core competences. These are the 

competences which underpin the organization's ability to outperform competition. A 

competence can be defined as bundle of skills and techniques but a core competency 

represents the sum of learning across individual skill sets and organizational units. 

Core competency resides in a small team. Core competencies also comprise the 

coordination, integration, and management of structure, technologies, innovation 

capabilities, understanding of markets and capacities to manage change. The core 

competency of the organization provides basic capability. Every organization should 

identify its core competency and should give attention towards strategy development 

accordingly. 

Customer value, competitive uniqueness and extended ability are the means to 

identify core competency of the organization. Core competency will make a 

significant contribution to the customer benefits and value of the product. It satisfies 

the customer requirements. The greater the contribution of the core competency 

creating customer value, the greater will be the competitive advantage provided by 

that core competency. Another important test of its identification is competitive 

uniqueness. A core competency should be competitively unique and difficult for 

competitors to imitate. These unique features should provide key sources of product 

or service differentiation in the market place. It comprises a complete integration and 

harmonization between staff skills, knowledge, technologies, operational capabilities 

and network of relationship. A core competency provides increasing or extended 

access to a wide variety of applications and markets. The core competency is a key 

source of new applications, new technologies, new products and new processes. A 
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core competency is core when it forms the basis for entry into new product markets 

and provides long term advantage. 

 

b) Generally, the management determines the overall objectives which members of the 

organization unite to achieve. In some organizations, the objectives may be set by the 

vote of the shareholders. In others, by vote of the members or by a few individuals 

who own and run the organization. In large corporate entities, board of directors, 

governing board, executive committee may set the objectives. These bodies may 

formulate or change the objectives according to the needs. But there are many factors 

which determine the organizational objectives. From strategic management point of 

view, these factors may be: value system of managers, particularly at the top level, 

organizational strengths and weaknesses, and external environment. As such, while 

setting the organizational objectives, managers should take into account all these 

factors.  The managerial purpose of setting objectives is to convert the strategic vision 

into specific performance targets, results and outcomes the management wants to 

achieve and then use these objectives as yardsticks for tracking the company’s 

progress and performance.  

Guidelines for objective setting   
i.  Objectives must be clearly specified. 

ii.  Objectives must be set taking into account the various factors affecting their 

achievement. 

iii. Objectives should be consistent with organizational mission. 

iv. Objectives should be rational and realistic rather than idealistic. 

v. Objectives should be achievable but must provide challenge to those 

responsible for achievement. 

vi. Objectives should yield specific results when achieved. 

vii. Objectives should be desirable for those who are responsible for the 

achievement. 

viii.  Objectives should be consistent over the period of time. 

ix. Objectives should be periodically reviewed.   

3.  

a) Define strategic management. Why situation analysis is considered a major 

element of the strategic management process? (3+4=7) 

b) Who are the people involved in strategic management?  Explain the role of chief 

executive in   strategic management. (4+4=8) 

Answer: 

a) Strategic management is defined as the set of decisions and actions that result in the 

formulation and implementation of plans designed to achieve an organization's 

objectives. It is thus all about identification and description of the strategies to 

achieve better performance and competitive advantage for the organization. Strategic 

management can also be defined as a bundle of decisions and acts which a manager 

undertakes and which decides the result of the firm’s performance. 

The strategic management process is made up of four elements: situation analysis, 

strategy formulation, strategy implementation, and strategy evaluation.  
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Situation Analysis 

 

A situation refers to the general position or context in which an organization is 

operating at a specific point in time. In other words, a situation refers to the general 

state of things; the combination of circumstances occurring at a given time. 

 

Situation analysis is a systematic collection and evaluation of past and present 

economical, political, social, and technological data, aimed at  

 

� identification of internal and external forces that may influence the 

organization's performance and choice of strategies, and  

� assessment of the organization's current and future strengths, weaknesses,  

opportunities, and strengths. 

 

Situation analysis is thus the first step in any strategic management process. It 

provides the information necessary to create a company mission statement. Situation 

analysis also involves scanning and evaluating the external environment and the 

organizational environment This analysis can be performed using several techniques. 

Observation and communication are two very effective methods. 

 

b) Strategic management is carried on by specific category of people in the organization. 

The focus of strategic management is basically on top management because it is this 

level of management which can take care of total organization and relate it to its 

environment .However; there may be other groups of personnel who may also be 

involved in strategic management either directly or indirectly either in staff capacity 

or line capacity. These people may be corporate planning staff, senior managers, 

SBU-level executives, middle level managers, executive assistants, and outside 

consultants. Within top management, there may be three types of people; 

shareholders, board of directors, and chief executives. Thus, in strategic management, 

the roles of board of directors and the chief executives are important. 

The role of chief executive in strategic management is significant, both in 

professionally managed companies as well as family – managed companies. Chief 

executive is a person whose responsibility is to make major decisions for the 

organization as a whole.  A chief executive, whether his position is combined with the 

chairman or otherwise, stands in a better position to take up strategic functions of the 

company. He is a part of the board in setting policies to be followed and objectives to 

be achieved. He is also responsible for implementation of these decisions. Thus, on 

the one hand, he is chief liaison officer between the board and other members of the 

organization and provides information about what board has decided in terms of 

organizational goals, policies, etc: On the other hand, he is responsible to execute 

these policies and programs into action. The role of chief executive in strategic 

management is quite important not only in terms of actual decision making but also in 

terms of taking initiative and providing relevant information to the board in order to 

arrive at such decisions. 

 

4.  

a) What kinds of problems are generally encountered in the process of strategic 

plan implementation? What can be done to overcome these problems? (4+4=8) 
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b) Describe the present trends of strategic orientation of the Nepalese organizations. 7 

Answer: 

a) Problems of successful plan implementation centre around how well or badly the 

existing organization responds and how adequate its reporting proves to be. In 

practice there are four problem areas associated with the successful implementation 

of strategic plan:  

The first problem is that, although strategies need to be developed around the 

business units (SBUs) of the corporation, these units often do not correspond to parts 

of the organizations structure. Business units have an external market-place for goods 

and services, and their management can plan and execute strategies independent of 

other pieces of the company. Moreover, the organization structure - and its functions - 

derive from its history of take-over, tax considerations, shareholders considerations, 

economies of scale, personnel strengths and weaknesses, national legal requirements, 

and so on. Therefore, at any time strategy and structure need to be matched and be 

supportive of each other.  

A second problem area is that management reports are not sensitive enough to 

monitor the implementation strategies, thus the strategic manager is not fully aware of 

what is happening. Hence the performance of existing structure is not monitored 

properly, and as a result control mechanisms may be ineffective.  

Third problem is implementing strategy involves change, which in turn involves 

uncertainty and risk. Therefore, motivating managers to make changes is a key 

determinant.  

Finally, management systems (such as compensation schemes, management 

development, communications systems and so on) are often in place as a result of past 

strategies; they are rarely revised to meet the new needs.  

To overcome these problems, the following suggestions are given: 

  

� allocating clear responsibility and accountability for the success of the 

overall strategy;  

� limiting the number of strategies pursued at any one time;  

� identifying actions to be taken to achieve the strategies;  

� identifying a lists of milestones, or major intermediate progress points;  

� identifying key performance measures to be monitored throughout the life of 

the strategy, and creating an information system to record progress.  

b) Nepalese organizations generally lack long- term strategic orientation. They lack a 

long term vision of what they aspire to become. Similarly they are unclear about why 

do they exist in terms of mission. Many of them are confused about their future 

strategic direction and scope. They prepare annual budgets and strictly follow the 

provisions of the budget. 

� Most organizations have profit as their objectives. However the profit 

objective is generally not measurable. They aim at maximizing profits in 

short term. 

� The growing competition from globalization, together with the growth of 

big business houses, has made market share an important objective in recent 

years. The growing presence of global enterprises has made survival an 

important objective for Nepalese organizations. 



 (7) 

 ZJG 

� Most organizations lack strategic perspective in decision making. This has 

led to sub optimization and lack of synergistic effects. Strategic decision 

making process is not based on careful development of strategic issues and 

solution alternatives. Similarly many organizations lack strategy formulation 

at corporate and business unit levels. 

� The growing presence of global enterprises has been gradually bringing 

consciousness about the importance of strategy in Nepalese organizations to 

survive in the competitive market.  

5.  

a) Why are enterprises, especially in fast changing industries, making strategic 

alliances a core part of their overall strategy? 8 

b) What is grand strategy? Discuss three broad categories of grand strategy. (3+4=7) 

Answer: 

a) The primary reason why firms enter into strategic alliances is to enhance their 

organizational capabilities and thereby gain competitive or strategic advantage. For 

this to happen, they continually strive to gain access to new markets and new supply 

sources. They also wish to become more profitable by using the latest technology and 

making optimum utilization of resources .When the firms find that it is not feasible to 

either create resources internally or to acquire them; they rely on strategic alliances to 

create a network of beneficial relationships.  

There are different reasons for use of strategic alliances. They are: 

i)     Entering new markets 

A company that has a successful product or service may wish to look for new 

markets. Doing so on one’s own capabilities may seem to be difficult. This is 

especially true in case a company wishes to explore foreign markets. Here, it is better 

to enter into a partnership with a local firm which understands the market better. This 

is one of the reasons why multinational corporations have entered into strategic 

alliances with developing countries. 

ii) Reducing manufacturing costs 

Strategic alliances are used to pool resources to gain economic scale or make better 

utilization of resources in order to reduce manufacturing costs. This is especially true 

of precompetitive alliances where a long term relationship is developed with suppliers 

and buyers. 
 

iii) Developing and diffusing technology 

Strategic alliances may be used to develop technological capability by leveraging the 

technical expertise of two or more firms, an act which may be difficult to perform if 

these firms act independently. Strategic cooperation is a much –favored approach for  

new technological development. Whenever industries are experiencing high- velocity 

technological change in many areas simultaneously, firms find it virtually essential to 

have cooperative relationships with other enterprises to stay on the leading edge of 

technology and product performance in their own area of specialization. 

 

b) A grand strategy is a long-term plan that provides basic direction for major actions 

directed toward achieving long-term business objectives. Many organizations define 

their strategic alternatives in terms of grand strategies as comprehensive, general 
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approach for achieving the strategic goals. Grand strategies, which can be applied at 

both the corporate and business levels, fall into three broad categories: stability, 

growth, and retrenchment strategies. 

Stability Strategies Stability strategies are intended to ensure continuity in the 

operations and performance of the organization. At the corporate level, stability 

implies that the organization will remain in the same line of business as it has in the 

past. No new businesses are added; no businesses are eliminated. The organization 

maintains a stable and unchanged corporate portfolio. At the business level, stability 

strategies require very little, if any, change in the organization's product, service, or 

market focus. Organizations that pursue stability strategies continue to offer the same 

products and services to the same target markets as in the past. They may, however, 

attempt to capture a larger share of their existing market through market penetration. 

Growth Strategies Growth strategies are designed to increase the sales and profits of 

the organization. At the corporate level, growth strategies imply the addition of one or 

more new businesses to the corporate portfolio. This may be accomplished by adding 

a business that has synergistic potential with an existing business unit or by adding a 

business that is unrelated to the firm's existing businesses.  

At the business level, growth strategies involve the development of new products for 

new or existing markets or the entry into new markets with existing products. The 

purpose of growth strategies is to increase the sales and profits of the organization in 

the long term and to position the organization as a market leader within its industry. 

In many cases, growth strategies focus on being innovative, seeking out new 

opportunities, and taking risks. Such strategies are suitable for organizations that 

operate in dynamic, growing environments where creativity and organizational 

responsiveness are often more important than efficiency.  

Retrenchment Strategies The purpose of a retrenchment strategy is to reverse 

negative sales and profitability trends. At the corporate level, retrenchment often 

requires the elimination of one or more business units either through divestment (the 

sale of the unit as an ongoing concern) or through liquidation (the sale of assets of the 

business unit). The cash generated from the elimination of a business unit is often 

used to acquire other business units, build more promising units, or reduce corporate 

debt. 

At the business level, retrenchment strategy focuses on streamlining the operations of 

the organization by reducing costs and assets. Such reductions may require plant 

closings, the sale of plants and equipment, spending cuts, or a reduction in the work 

force of the organization. Further, new systems, processes, and procedures must be 

designed to support the new, leaner organization. If the retrenchment strategy is 

successful, stability or growth strategies may be considered in the long term. 

6.   

a) Describe the strategic choice process.  7 

b) Elucidate the framework for managing change. 8 

Answer: 
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a) As a core of strategic management, the strategic choice is concerned with decisions 

about an organization’s future and the way in which it needs to respond to many 

pressures and influences identified in strategic analysis. The choice is likely to be a 

much better choice which is reasonable. Where do the reasonable strategic 

alternatives come from? One begins to consider alternatives. 

The alternatives the strategists consider are incremental steps, usually small 

incremental steps from present pace and business. This is why a clear business 

definition is useful. The purpose of strategic choice is to accomplish objectives. The 

managerial perception of risk, dependence, past strategy and power will limit the 

number of alternatives considered. In order to generate several reasonable 

alternatives, a systematic comparison of trade-offs, strengths and weaknesses are 

made.  

A strategy can be chosen to close the gap in objectives. The size of the gaps, the 

nature of the gap and whether or not management believes that it can be reduced will 

strongly influence the choice of some alternatives over others. If the gap is perceived 

to be narrow, stability choice is more likely. It the gap is large due to past poor 

performance, retrenchment is more likely. If it is large due to expected environmental 

opportunity, expansion is more likely. The negative gaps or threats lead to 

retrenchment and the positive gaps or opportunities lead to expansion. 
 

The gaps are coming from perceptions of desired and expected goal attainment. The 

generation of reasonable alternatives can also be accomplished through a systematic 

comparison of the environmental threat and opportunity profile and the strategic 

advantage profile. The strategic choice should link the corporate level with the 

strategic business unit level. 

 

b) Managers have important role in managing change. They need to consider how to 

balance the different approaches to manage strategic change. Moreover, managers as 

strategic leaders need to be able to help create the organizational context which will 

facilitate change. The framework for managing strategic change are diagnosis of the 

situation. In this process the variety of contextual factors and cultural forces blocking 

or facilitating change should be diagnosed. There are different types of strategic 

change. It can be incremental, big bang, transformation and realignment. A force field 

analysis provides an initial view of change problems that need to be tackled. 

Managing strategic change encompasses management styles and roles. They need to 

consider the style of management whether it is collaboration, intervention, direction 

or coercion. The management of change is often linked to the role of a strategic leader 

who is in position to have influence. Strategic change sees middle managers as 

implementers of strategy. Middle managers may contribute substantially either by 

commitment to change process or blocking it.  
 

The framework covers the levers for managing strategic change. It is worth noting 

that most of the levers correspond to the outer rings of the cultural web. The 

implication is that the forces that act to protect current ways of doing things and 

current paradigm can also be levers for changing the situation. These are structure and 

control, organizational routines, power and political processes, communicating 

change and change tactics. 
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Different approaches and means of managing change are likely to be required for 

different types of change. Wider aspects of organizational context such as resources 

and skills that need to be preserved, the degree of homogeneity or diversity in the 

organization, the capability, capacity and readiness for change and the power to make 

change happen are important elements of change management. Normally there will be 

tendency towards inertia and resistance to change. Generally people will tend to hold 

on to existing ways of doing things. Managing strategic change must therefore 

address the powerful influence of the paradigm and the cultural web on the strategy 

being followed by the organization.  

 

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

a) Turnaround strategy  

b) Culture and strategy execution  

c) Modular organization  

d) Vision 

Answer: 

a) Turnaround strategy is a corporate practice designed and planned to protect a loss-

making company and transform it into a profit-making one. Turnaround strategy is 

thus an analytical approach to solve the root cause failure of a loss-making company. 

Here, a long-term strategic plan and restructuring plans are designed and 

implemented to solve the issues. 

Turnaround is a restructuring strategy. It tries to remove all weaknesses to help a sick 

company to become strong, stable and a profit-making institution. The overall goal of 

turnaround strategy is to turn an underperforming or distressed company to normal in 

terms of acceptable levels of profitability, solvency, liquidity and cash flow.  

The components of turnaround strategy are: 

� Managing the turnaround in terms of turnaround leadership, stakeholder 

management, and turnaround project management.  

� Stabilizing the distressed company by ensuring the short-term future of the 

business through cash management, control, and ensuring legal and fiduciary 

compliance.  

� Funding and recapitalizing the distressed business.  

� Fixing the distressed company in strategic, organizational and operational 

terms.  

b) A company’s present culture and work climate may be compatible with what is 

needed for effective implementation and execution of the chosen strategy.  A culture 

grounded in strategy supportive values, practices, and behavioral norms add 

significantly to the power and effectiveness of a company’s strategy execution efforts. 

A culture built around such business principles as pleasing customers, fair treatment, 

operating excellence, and employee’s empowerment promotes employees behaviors 

and cohesiveness and team spirit that facilitate execution of strategies keyed to high 

product quality and superior customer service. A culture in which taking initiative, 

challenging the status quo, exhibiting creativity, embracing change, and being a team 

player promote creative collaboration and a drive to lead market change. 
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c) A modular organization is one in which different functional components are separated 

from one another. This is in contrast to a composite organization in which there is no 

separation between functions. Modular organization is also distinct from hierarchical 

organization. Modular organization is chiefly concerned with the horizontal design of 

a system whereas hierarchical organization involves a consideration of the vertical 

nature of the design. Thus, each level in a hierarchical system may be sub-divided 

into functionally-distinct modules. 

A modular organization is structured via outsourcing. Different parts of the tasks 

needed to provide the organization's product or service are done by a wide array of 

other organizations brought together to create a final product or service based on the 

combination of their separate, independent, self-contained skills and business 

capabilities. 

d) Vision is a perception and description of something an organization likes to be in 

future. Aspirations, expressed as strategic intent, should lead to an end and that end is 

the vision of an organization. It is what the organization would ultimately like to 

become in process of strategic management. Very early in the strategy making 

process, senior managers must wrestle with the issues of what path the organization 

should take and what changes in the origination's product-market-technology would 

improve its position. Top management's views and conclusions about the 

organization's direction constitute a strategic vision. 

A clearly articulated strategic vision communicates management's aspirations to 

stakeholders and helps steer the energies of organization in a common direction. A 

strategic vision points a particular direction, charts a strategic path to follow, and 

molds organizational identity. 

 


