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Paper - 5: Strategic Management, Alliances and International Trade

Chapter - 2: Environmental Scanning and Internal Appraisal & Analysis

2013 - June [1] (b) (iii)

Please refer 2009 - June [3] (b) (ii) on page no. 25

2013 - June [2] (c)

Strategic group mapping is another important tool to look at external environment,

especially the competition. The firm which constitute an industry are not alike. They

have different products market shares, life-cycle stage, profitability and so on. Indeed,

each one has a different strategy. But there are always some similarities. There may be

several people who are striving to be market leaders. Some may be pursuing low profit

margin high volume pricing. Others may have succeeded in lowering per unit costs, or

creating a high value for price image in the market. They may consist of several groups

that represent different extents of geographical coverage or breadth of product line. 

The following steps are involved in the construction of strategic group mapping:

C Identification of two important competitive characteristics which strategically

differentiate firms in an industry from one another;

C Plot the firms on the two variable maps;

C Draw circles around the firms that are clustered together;

C Indicate potential movement of firms with arrows.

Chapter - 3: Planning and Formulation

2013 - June [2] (a)

A strategic vision portrays management’s ambition or desire for the business. It is road

map of a company’s future. Strategic vision is related with fact that “where we are

going”. Vision involves seeing the optimal future. It is a realistic credible and attractive

future of an organization. It is description of the organization in the long run. A vision

relates to an organization’s broadest and most desirable goal.
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Mission is a general statement of what distinguishes the organization from all other of

its types. It addresses the basic purpose of the firm the reasons for which it exists.

Mission is the answer of basic question, “what is our business”? A clear mission

statement is essential for effectively establishing objectives and formulating strategies.

It is the guiding principle that drives the processes of goal and action plan formulation

a pervasive, although general expression of the philosophical objectives of the

enterprise. Mission focuses on long range economic potentials, attitude toward

customers product and service quality, employee relations and attitudes forward

owners. It provides identity continuity of purpose and overall definition. Research has

shown that an effectively formed vision and mission statements positively impacts the

firms performance and help achieve organisation’s goals.

Chapter - 4: Implementation and Control

2013 - June [1] (b) (ii)

Strategic Change:

A strategic change is the movement of the company away from its present state towards

some desired future state to increase its competitive advantage. There are three kinds

of strategic changes that most of the company pursue:

C Restructuring;

C Innovation and 

C Re-engineering

2013 - June [2] (d)

It is generally observed that the organization itself resists many changes due to reasons

mentioned below:

1. Counting past successes.

2. Stability of system.

3. Resource Limitations.

4. Sunk costs.

5. Inter organisational agreement.

2013 - June [3] (b)

A strategic change is the movement of the company away from its present state towards

some desired future state to increase its competitive advantage. Strategic change is a

planned attempt by the management to improve the performance of individuals, groups

and the organization by altering structure, behaviour and technology. There are three

kinds of strategic changes that most of the companies pursue:

C Re-engineering.

C Restructuring;

C Innovation.
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Chapter - 5: Performance Evaluation

2013 - June [3] (c)
Performance measurement includes the objective and subjective assessments of the
performance of both organization and sub-units of an organization such as divisions or
departments. Performance evaluation is the process of attaching value weights to
various measures of performance to represent the importance of achievement on each
dimension.
A number of performance measures, are available to record the success of the
strategies followed. A company must select a range of performance measures which
are appropriate for it. This selection should be made in the light of the organzation’s
strategic intentions which have been formed to suit the competitive environment in
which it operates and the nature of the business.
1. If technical leadership and product innovation are the key source of a

manufacturing company’s competitive advantage, then it should measure its
performance in this area relative to its competitors.

2. But if a service provider decides to differentiate itself in the market place on the
basis of quality of service, then it should monitor other aspects such as customer
satisfaction, employee’s potential etc, for maintaining the desired level of quality.

3. Irrespective of the type of the company i.e. manufacturing or the service sector, in
choosing an appropriate range of performance measures, it will be necessary to
balance them, to make sure that are dimension or set of dimensions of
performance is not stressed to the detriment of others.

4. Some of the important performance indicators used by the organization are--
(a) Competitive advantage;
(b) Financial performance;
(c) Quality of service;
(d) Flexibility
(e) Resource utilization;
(f) Innovation, etc.

5. These measures reflect the success of the chosen strategy. Performance
evaluation is necessary not only for judging the validity of strategies used but also
for formulating future strategies.

Chapter - 6: Risk Management

2013 - June [1] (b) (iv)

Risk return trade-off
A fundamental investment concept is the risk return trade off. This concept is based on
two realities i.e. investments and investment performance. All investments carry same
degree of risk. This principle states that potential return rises with an increase in risk.
Low levels of uncertainty (low-risk) are associated with high potential returns. According
to the risk return trade - off, invested money can render high profits only if it is subject
to the possibility of being lost.
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2013 - June [3] (a), (d)

(a) Please refer 2007 - Dec [8] (ii) on page no. 69

(d) Suitable tools need to be identified to assist with the task of keeping risk strategy

up-to date. A key tool is the use of ongoing Control and Risk Self Assessment

(CRSA). CRSA provides a framework for business to review, assess and design

optimal control frameworks to manage risks and achieve businesses and quality

objectives. The procedure embeds review of risk and control into the organisation

at every level and uses the knowledge and experience of the staff that are close

to each function.

Chapter - 7: Management Information Systems

2013 - June [1] (b)

(i) Please refer 2012 - Dec [3] (b) on page no. 89

(v) Please refer 2005 - Dec [2] (c) on page no. 86

Chapter - 8: Internal Control Systems

2013 - June [2] (b)

Inter firm comparison is a technique of comparing the performances, efficiencies, costs

and profits of various concerns in an industry for assessing its own performance and

ascertaining the reasons for any difference in performance/efficiencies etc.

Intra-firm comparison means comparison of two or more departments or divisions

belonging to the same firm with the objective of making meaningful analysis for the

purpose of increasing the effectiveness or efficiency of the departments or divisions

involved.

Thus, both inter-firm and intra-firm comparison have the same objective with the

difference that while former compares the performance of the firm with other firms, the

latter compares the performance of its own division or departments. The comparison

may cover the financial position or operating results or both. Both are absolutely

relevant and important for audit of the firm. 

Chapter - 9: Nature and Scope of Strategic Alliances

2013 - June [4] (a)

Strategic Alliance:

Any arrangement or written agreement under which two or more firms cooperate in

order to achieve certain commercial objectives is referred to as strategic alliance.

Strategic alliance are motivated by considerations such as cost reduction, technology

sharing, product development, market access etc.

Joint Venture:

A joint venture is an association of two or more individuals or business entities who

combine and pool their respective expertise financial resources, skills experience and

knowledge in the furtherance of a particular project or undertaking.

Joint ventures are generally created for a single activity or project and may have a

limited time span.
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(b) (i), (ii), (iii)

(i) Please refer 2012 - June [4] (i) on page no. 104

(ii) Different forms of strategic alliance are:

1. Management contract.

2. Franchising. 

3. Supply or purchase agreement.

4. Marketing or distribution agreement.

5. Joint venture.

6. Agreement to provide technical services.

7. Licensing of know - how, technology, design or patent.

(iii) Certain key success factors to be kept in mind while managing a strategic

alliance are as under:

1. Mutual Trust

2. An ability to compromise.

3. Favourable business condition.

4. Alliance Autonomy

5. Dynamic Management structure.

6. Encouragement of calculative initiative 

7. Systematic task setting

8. Equal distribution authority.

9. Development of multi-manager roles.

10. Streamlined communication channels.

2013 - June [5] (a)

The important steps necessary for good alliance creation and management are:

1. Developing qualitative and quantitative partner criteria.

2. Developing a list of prospective partners.

3. Partner’s selection as per its compatibility, capability and commitment.

4. Partner analysis.

5. Obtaining internal approvals.

6. Creating an implementation plan.

7. Final pre-deal evaluation of all the relevant information.

8. Negotiating the deal.

9. Managing the legal process.

Chapter - 10: Foreign Collaborations and Joint Ventures

2013 - June [4] (c)

Meaning:

Tying clauses in a technology transfer agreement that requires the licensee to obtain

raw materials,  spare parts and intermediate products for use with licensed technology,

only from the licensor or its nominees.
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Features:

1. These clauses oblige the acquiring company to use personnel designated by the

supplier.

2. The tying clauses generally result in a monopoly control of the supply of equipment

and other inputs by supplies enterprises, leading to “transfer pricing”, “transfer

accounting” or “uneconomic output”.

2013 - June [5] (b) (i), (ii)

(i) FDI in retail:

In 2011 the Government allowed 100% FDI in Single Brand Retail. Recently the

Government has approved the allowance of 51% foreign investment in multi-

brand retail.

With the entry of the multi-brand retail giants in the market two possibilities

emerge. 

(a) These retail giants are expected to procure 30% of goods from medium

scale enterprise creating direct contact with small and medium enterprises

and get commodities at the lowest possible cost and take benefit of the

economies of scale. The retail giants would slowly gain hands and

monopolize the market and dictate the prices of essential commodities in the

domestic market. This would slowly displace small venders who do not have

enough working capital to compete with retail giants.

(b) Since multi brand retail stores have the liberty to buy products from any

where in the world and they have enough resources to conduct market

research, it would explore the world market and invest wherever they would

be able to maximize their profits through final sale. In this scenario, small

vendors and traders would continue to have access to the products which

are produced by the small scale industries but at the same time these

enterprises would face severe competition from cheap commodities imported

from elsewhere. In the long run it is speculated that the prices of their

commodities would fall in the markets and sooner or later these domestic

small enterprises would be forced to quit. 

(ii) Meaning:

The grant back provisions in the technology transfer transactions provide for flow

of technical information and improvement to the supplier. These provisions

oblige the recipient company to transfer to the supplier of technology free of cost,

any invention or improvement made in the imported technology.

Features:

1. Supplier company has advantage of securing access to all improvements

made by the recipient.
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2. Supplier company receives the improved technology without sharing its risk

or contributing in recipient’s financial burdens.

3. Supplier company is in dominant position and deprives the technology

recipient company of any possibility of improving its competitive position in

the global market.

In order to be fair and reasonable, the grant back provision should be on

reciprocal basis during the period of the technology transfer agreement.

Chapter - 11: International Trade and Treaties

2013 - June [6] (b)

The EU is the world’s largest trading bloc and second largest economy, after the USA.

The EU was originally called the Economic Community (Common market or the six)

after its formation following the Treaty of Rome in 1957. The original six members were

Germany, France, Italy, Belgium, Netherlands and Luxmbourg. The initial aim was to

create a single market of goods, services, capital and labour by eliminating barriers to

trade and promotion free trade between members. Some examples of the role of the

European Union plays around the world are given below:

1. The EU promotes peace and reconciliation through its political, practical and

economical support.

2. The Union is committed to human rights and works to ensure they are respected

universally.

3. The Union works closely with the United Nations on a host of issues.

2013 - June [7] (a)

SAARC member countries (i.e. Afghanistan, Bangladesh, Bhutan, India, Maldives

Nepal, Pakistan and Sri Lanka) have signed an agreement called SAFTA (Sount Asian

Free Trade Area) . The objective of this agreement is to promote and enhance mutual

trade and economic co-operation among the SAARC member countries through:

C Eliminating trade barriers between territories of SAARC;

C Promoting conditions of fair competition in the free trade area and ensuring

equitable benefits to all SAARC member countries;

C Creating effective mechanism for the implementation and application of the SAFTA

and for the resolution of disputes; and

C Establishing a frame work for further regional co-operation.

C SAFTA may inter alia consist of arrangements relating to tariffs, peak tariff, non-

tariff measures and direct trade measures.

Objective achieved by SAFTA: Since the formation of SAARC in 1985 SAARC has

accomplished, achieved and realized a number of goals and objectives. 17th SAARC

Summit declaration reaffirmed the commitment to peace, confidence building liberty,

human dignity, democracy, alleviation of poverty, reducing of inequality, mutual respect

and good governance, which would be crucial for economic and social development and
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for uplifting of standards of living of people of South Asia. Four key agreements were
signed during the last summit. These agreements were on Rapid response to Natural
Disasters, establishment of a SAARC Seed Bank, SAARC Agreement on Recognition
of Confirmity Assessment and SAARC Agreement on Regional Standards respectively.
All these Agreements once implemented and executed would enhance economic,
commercial trading and social dimension of the Region of SAARC.

Chapter - 12: World Trade Organisation (WTO)

2013 - June [6] (c)
Generally all WTO members subscribe to all WTO agreements. However after the
Uruguay Round, there remained four agreements, originally negotiated in the Tokyo
Round, which had a narrower group of signatories and are known as “pluriateral
agreement”. All other Tokyo Round agreements became multilateral obligations (i.e.
obligations for all WTO members) when the World Trade Organization was established
in 1995. The four were:
C Trade in civil aircraft.
C Government Procurement.    
C Dairy products and
C Bovine Meat.
The bovine meat and dairy agreements were terminated in 1997.

2013 - June [7] (b), (c)

(b) Please refer 2004 - Dec [3] (b) on page no. 171

(c) Tariff barriers represent taxes on imports of commodities into a country/region and
are among the oldest form of government intervention in the economic activity. A
tariff is either a tax on imports or exports (an international trade tariffs). Some types
of tariff in international trade are: 
1. Ad valorem tax.
2. Bound tariff rate.
3. Environmental tariff.
4. Excise duty.
5. Import quota.
6. List of tariffs.
7. Tariff rate quota.
8. Telecommunications tariff.
Non-tariff barriers represent the great variety of mechanisms like technical barriers
to entry, import licensing, domestic content regulations, voluntary export  restrains
etc. that countries use in order to restrict the imports. Non-tariff barriers to trade can
be the following:
1. Import bans
2. General or product specific quotas 
3. Rules of origin

4. Quality conditions imposed by the importing country on the exporting countries
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5. Sanitary and phytosanitary conditions

6. Packaging conditions 

7. Labelling conditions

8. Product standards

9. Complex regulatory environment etc.

Types of Non-Tariff Barriers:

Some of the popular Non Tariff Barriers are given below:

1. Import licensing barriers

2. Import quota restrictions

3. Standard testing labelling and certification requirements

4. Export subsidies and domestic support

5. Government procurement

6. Service barriers

7. Lack of adequate protection to intellectual property rights

2013 - June [8] (a)

One of the fundamental characteristics of the TRIPS Agreement is that it makes

protection of intellectual property rights an integral part of the multilateral trading

system, as embodied in the WTO.

The TRIPS agreement is often described as one of the three “pillars” of the WTO, the

other two being trade in goods (The traditional domain of the GATT) and trade in

services (GATS).

The TRIPS agreement is part of the WTO resulting from the Uruguay Round

negotiations. That implies that the TRIPS agreement applies to all WTO members. It

also means that the provisions of the agreement are subject to the integrated WTO

dispute settlement mechanism, which is contained in the Dispute Settlement

understanding (The “under standing on Rules and Procedures Governing the

Settlement of disputes”).

Chapter - 14: Anti-dumping Duties

2013 - June [6] (e)

Margin of Dumping:

The margin of dumping is the difference between the normal value and the export price

of the goods under complaint. Margin of dumping = Normal price - Export price

It is generally expressed as a percentage of the export price.

Then,

Margin of Dumping = 

Important Note: Normal value and Export price must be compared at the same level

of trade i.e. at the ex-factory level.
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Chapter - 15: Subsidies and Countervailing Duties

2013 - June [6] (d)

Please refer 2012 - June [8] (b) on page no. 224

Chapter - 16: Settlement of Disputes under World Trade Organisation

2013 - June [6] (a)

Dispute settlement is the central pillar of the multilateral trading system. Setting disputes

is the responsibility of the Dispute Settlement Body (the General Council in another

guise), which consists of all WTO members. The Dispute Settlement Body has the sole

authority to establish “panels” of experts to consider the case and to accept or reject the

panel’s findings or the results of an appeal. It monitors the implementation of the rulings

and recommendations and has the power to authorize retaliation  when a country does

not company with a ruling.

2013 - June [8] (b)

The dispute settlement mechanism under WTO is seen as one of the most significant

achievements under the multilateral trading system under GATT 1947 dispute

settlement mechanism was a major problem and there were no clear-cut rules for

settling disputes. In GATT there were 3 major problems:

1. Establishment of panel as well as adoption of decision could be done by the

consensus of concerned members;

2. There was no time frame for settling the dispute and the members could delay the

proceedings.

3. After the decision was made, a country could state that domestic law did not permit

the implementation of the decision and it was not bound to accept the decision.

WTO entered an agreement known as understanding on Rules and Procedures

Governing Settlement of Disputes (DSU). This DSU provided following for over coming

the above problems:  

1. The provision of negative consensus is introduced in the dispute settlement

understanding. Under the new system, establishment of panel and panel report

shall be adopted automatically unless it is rejected by consensus.

2. There is time frame for every stages of dispute settlement.

3. There are rules for settling the disputes.

4. Decision of dispute settlement body is final and binding on all members.

Chapter - 17: Objective Questions

2013 - June [1] (a)

(i) The statement is True.

Retrenchment implies forced lay-off of employees by a firm usually to cut down

its payroll. It is the downsizing of business. 
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(ii) The statement is False.

Organisation culture is not the same as corporate culture. It is wider and deeper

concept, something that an orgainsation “is” rather than what “it has”.

(iii) The statement is False.

Environmental analysis consists of both internal and external analysis. Internal

environment analysis will assist in analysing strengths and weaknesses whereas

external environment analysis tells about opportunities and threats present in the

environment. 

(iv) The statement is True. 

In BCG Matrix, question marks relates to high projected growth rates and low

market standing.

(v) This statement is True.

According to the Mc Kinsey framework. There is a multiplicity of factors which

influence an organizations ability to change. The proposition of the 7S model

suggests, that there are multiple factors which influence an organizations ability

to change and its proper mode of change. Since the variables are

interconnected, significant progress cannot be made in one area unless

corresponding progress is made in other areas too.

Question Paper of December - 2013

Chapter - 1: Nature and Scope of Strategic Management

2013 - Dec [2] (a) Describe the ways in which a knowledge management programme

can be implemented in an organisation. ( 8 marks)

2013 - Dec [3] Distinguish between the following:

(i) ‘Strategic thinkers’ and ‘planners’. (5 marks)

Chapter - 2: Environmental Scanning and Internal Appraisal & Analysis

2013 - Dec [2] (b) Explain the important techniques to forecast different environmental

variables for an organisation. ( 8 marks)

Chapter - 3: Planning and Formulation

2013 - Dec [1] Read the following case study and answer the questions given at the

end :

Speed Ltd. is a company engaged in the designing, manufacturing and marketing of

instruments like speed meters, oil pressure gauges and so on, that are fitted in two and

four wheelers. Its current investment in assets is around `10 crore and last year’s

turnover was ` 20 crore, just adequate enough to break-even. The company has been

witnessing over the last couple of years, a fall in the market price of its shares as a

result of customers switching over to a new range of electronic instruments from the

range of mechanical instruments that have been the mainstay of Speed Ltd.
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The company has received a firm offer of cooperation from a competitor who is placed

in similar situation in respect of product range. The offer implies the following:

(i) Transfer of the manufacturing line from the competitor to Speed Ltd.;

(ii) Manufacture of mechanical instruments by Speed Ltd. for the competitor to the

latter’s specifications and brand name; and

(iii) Marketing by the competitor.

The benefits that will accrue to Speed Ltd. will be better utilisation of its installed

capacity and appropriate financial compensation for the manufacturing effort.

The production manager of Speed Ltd. has welcomed the proposal and points out that

it will enable the company to make profits. The sales manager is doubtful about the

same since the demand for mechanical instruments is shrinking. The Chief Executive

is studying and examining various aspects of the offer.

Questions —

(a) What is ‘divestment strategy’? Do you see it being practised in the given case?

Explain.

(b) What is ‘stability strategy’? Should the company in question adopt it?

(c) What is ‘diversification strategy’? What are the implications of this type of strategy

for the company in case it is adopted?

(d) What recommendations will you give to the company in the case?

(5 marks each)

2013 - Dec [2] (c) How is GE/McKinsey matrix a better and more advanced form of

BCG matrix ? ( 4 marks)

Chapter - 4: Implementation and Control

2013 - Dec [3] Distinguish between the following :

(ii) ‘Strategy formulation’ and ‘strategy implementation’.

(iii) ‘Human resource management’ and ‘union relations strategy’.

(5 marks each) 

Chapter - 8: Internal Control Systems

2013 - Dec [3] Distinguish between the following :

(iv) ‘Internal audit’ and ‘statutory audit’. ( 5 marks)

Chapter - 9: Nature and Scope of Strategic Alliances

2013 - Dec [5] (a) Critically examine the role of strategic alliances. ( 5 marks)

(b) “Managing an alliance is an art.” Comment. ( 5 marks)

(c) Write notes on :

(i) Understanding the cross cultural alliances

(ii) Planning the cross cultural alliances. ( 5 marks each)
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Chapter - 10: Foreign Collaborations and Joint Ventures

2013 - Dec [4] (a) What problems are faced by the recipient companies in foreign

technology transfer agreements ? (5 marks)

(b) State the important clauses which should be incorporated in a foreign collaboration

agreement. (5 marks)

(c) Discuss the procedure for foreign direct investment governed by the FDI policy of

Government of India. (10 marks)

Chapter - 11: International Trade and Treaties

2013 - Dec [6] Write notes on the following :

(i) Association of South-East Asian Nations (ASEAN) (5 marks)

Chapter - 12: World Trade Organisation (WTO)

2013 - Dec [6] Write notes on the following :

(ii) Basic principles of General Agreement on Trade in Services (GATS)

(iii) Cross border supply

(iv) World Intellectual Property Organisation (WIPO) (5 marks each)

2013 - Dec [8] (a) Critically analyse the following :

(i) Anti-dumping and countervailing measures. (5 marks)

(b) Distinguish between ‘plurilateral’ and ‘multilateral’ agreements. (10 marks)

Chapter - 13: WTO-Ministerial Conferences

2013 - Dec [7] (a) Discuss the progress on negotiations on agriculture under the Hong

Kong Ministerial Conference, 2005. (10 marks)

(b) Discuss the salient features of Singapore Ministerial Declaration, 1996 on trade in

information technology products. (10 marks)

Chapter - 15: Subsidies and Countervailing Duties

2013 - Dec [8] (a) Critically analyse the following :

(ii) Non-trade concerns and multifunctionality. (5 marks)
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