
SECTION – B: STRATEGIC MANAGEMENT 

SUGGESTED ANSWERS/HINTS 
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2.  Sandeep group of companies have used Benchmarking as a strategic tool. Benchmarking is an approach 
of setting goals and measuring productivity of firms based on best industry practices or against the products, 
services and practices of its competitors or other acknowledged leaders in the industry. Thus, benchmarking 
is a process of continuous improvement in search for competitive advantage. Firms can use benchmarking 
practices to achieve improvements in a diverse range of management functions like product development, 
customer services, human resources management, etc. 
Some of the common elements of benchmarking process are as under: 
• Identifying the need for benchmarking: This step will define the objectives of the benchmarking 

exercise. It will also involve selecting the type of benchmarking. Organizations identify realistic 
opportunities for improvements. 

• Clearly understanding existing decisions processes: The step will involve compiling information 
and data on performance. This will include mapping processes. 

• Identify best processes: Within the selected framework best processes are identified. These may be 
within the same organization or external to it.  

• Comparison of own process and performance with that of others: Benchmarking process also 
involves comparison of performance of the organization with performance of other organization. Any 
deviation between the two is analysed to make further improvements.       

• Prepare a report and implement the steps necessary to close the performance gap: A report on 
benchmarking initiatives containing recommendations is prepared. Such a report also contains the 
action plans for implementation. 

• Evaluation: Business organizations evaluate the results of the benchmarking process in terms of 
improvements vis-à-vis objectives and other criteria set for the purpose. It also periodically evaluates 
and resets the benchmarks in the light of changes in the conditions that impact the performance. 

3.  (a)  Expansion strategy is implemented by redefining the business by adding to the scope of business 
substantially increasing the efforts of the current business. On the other hand, Retrenchment 
strategy involves redefinition of business by divesting a major product line or market. 
Expansion is a promising and popular strategy that tends to be equated with dynamism, vigour, 
promise and success. Retrenchment or retreat becomes necessary or expedient for coping with 
particularly hostile and adverse situations in the environment and when any other strategy is likely 
to be suicidal. 
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Expansion may take the enterprise along relatively unknown and risky paths, full of promises and 
pitfalls. Retrenchment involves regrouping and recouping of the resources.  

(b) SWOT analysis is a tool used by organizations for evolving strategic options for the future. The
term SWOT refers to the analysis of strengths, weaknesses, opportunities and threats facing a
company. Strengths and weaknesses are identified in the internal environment, whereas
opportunities and threats are located in the external environment.
(a) Strength: Strength is an inherent capability of the organization which it can use to gain strategic

advantage over its competitor.
(b) Weakness: A weakness is an inherent limitation or constraint of the organisation which creates

strategic disadvantage to it.
(c) Opportunity: An opportunity is a favourable condition in the external environment which enables

it to strengthen its position.
(d) Threat: An unfavourable condition in the external environment which causes a risk for, or damage

to the organisation’s position.
The major purpose of SWOT analysis is to enable the management to create a firm-specific
business model that will best align, fit or match an organisational resources and capabilities
to the demands of the environment in which it operates.

4. (a)  The role of Chief Executive Officer pertains to corporate level.
The corporate level of management consists of the Chief Executive Officer (CEO) and other top-level 
executives. These individuals occupy the apex of decision making within the organization.  
The role of Chief Executive Officer is to: 
1. oversee the development of strategies for the whole organization;
2. defining the mission and goals of the organization;
3 determining what businesses, it should be in; 
4. allocating resources among the different businesses;
5. formulating, and implementing strategies that span individual businesses;
6. providing leadership for the organization;
7. ensuring that the corporate and business level strategies which company pursues are

consistent with maximizing shareholders wealth; and
8. managing the divestment and acquisition process.

(b) Decision making is a managerial process of selecting the best course of action out of several
alternative courses for the purpose of accomplishment of the organizational goals. Decisions may
be operational i.e., which relate to general day-to-day operations. They may also be strategic in
nature. According to Jauch and Glueck “Strategic decisions encompass the definition of the
business, products to be handled, markets to be served, functions to be performed and
major policies needed for the organisation to execute these decisions to achieve the
strategic objectives.”
The primary task of the strategic manager is conceptualizing, designing and executing company
strategies. For this purpose, his tasks include:
♦ Defining the mission and goals of the organization.

♦ Determining what businesses, it should be in.

♦ Allocating resources among the different businesses.

♦ Formulating and implementing strategies that span individual businesses.
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♦ Providing leadership for the organization.
5. (a)  Budget Smart Retailers adopted a cost leadership strategy to enhance profitability in the fiercely

competitive grocery retail sector. It is a low-cost competitive strategy that aims at broad mass 
market. It requires vigorous pursuit of cost reduction in the areas of procurement, production, 
storage and distribution of product or service and also economies in overhead costs. Because of 
its lower costs, the cost leader is able to charge a lower price for its products than most of its 
competitors and still earn satisfactory profits. 
By negotiating bulk procurement deals with suppliers, BudgetSmart Retailers lowered their cost of 
goods, allowing them to offer competitive prices to customers. The revamping of store layouts 
aimed to maximize space utilization and product placement, reducing operational costs and 
improving the overall shopping experience. Embracing lean principles minimized waste in the 
supply chain, reducing unnecessary expenses and improving efficiency. Comprehensive staff 
training boosted employee productivity and customer service efficiency, contributing to cost 
reduction and enhanced customer satisfaction. 

(b) Modern marketing is highly promotional oriented and includes personal selling, advertising,
publicity and sales promotion.
Personal selling – involves face to face interaction of salespersons with prospective customers
and provides a high degree of personal attention. It involves working with one customer at a time
and hence is not cost effective. The intention of oral communication is sale.
Advertising – is a non-personal, flexible and dynamic promotion method. The media for
advertising are several and choice of an appropriate one is important for effectiveness of message.
The sales of the product and the amount of expenditure cannot be directly measured.
Publicity – is also non-personal but no payments are made to the media. Publicity is
communication of a product, brand or business by placing information about it in the media without
paying for the time or media space directly. It could be through press releases, press conferences,
reports, etc.
Sales promotion – includes all activities that are undertaken to promote the business but are not
specifically included under personal selling, advertising or publicity. Activities like discounts,
contests, money refunds, exhibitions etc. are included.

6. (a)  Differences between Operational Control and Management Control are as under:
(i) The thrust of operational control is on individual tasks or transactions as against total or more

aggregative management functions. When compared with operational, management control
is more inclusive and more aggregative, in the sense of embracing the integrated activities of
a complete department, division or even entire organization, instead or mere narrowly
circumscribed activities of sub-units. For example, procuring specific items for inventory is a
matter of operational control, in contrast to inventory management as a whole.

(ii) Many of the control systems in organizations are operational and mechanistic in nature. A set
of standards, plans and instructions are formulated. On the other hand, the basic purpose of
management control is the achievement of enterprise goals – short range and long range –
in an effective and efficient manner.

(b) Suraj Prakesh is a follower of transactional leadership style that focuses on designing systems
and controlling the organization’s activities. Such a leader believes in using the authority of his
office to exchange rewards, such as pay and status. They prefer a more formalized approach to
motivation, setting clear goals with explicit rewards or penalties for achievement or non-
achievement. Transactional leaders try to build on the existing culture and enhance current
practices. The style is better suited in persuading people to work efficiently and run operations
smoothly.
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On the other hand, Chander Prakash is a follower of transformational leadership style. The style 
uses charisma and enthusiasm to inspire people to exert them for the good of the organization. 
Transformational leaders offer excitement, vision, intellectual stimulation and personal satisfaction. 
They inspire involvement in a mission, giving followers a ‘dream’ or ‘vision’ of a higher calling so 
as to elicit more dramatic changes in organizational performance. Such a leadership motivates 
followers to do more than originally affected to do by stretching their abilities and increasing their 
self-confidence, and also promote innovation throughout the organization.  
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