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Section 2 

ANSWERS TO OBJECTIVE TEST 
QUESTIONS 

THE STRATEGY PROCESS – 15% 

THE PROCESS OF STRATEGY FORMULATION 

1 D 

Corporate, or strategic, level strategy relates to the markets and industries that the 
organisation chooses to operate in, as well as other decisions that affect the organisation as 
a whole. 

2 C 

A and B are examples of corporate level strategies. D is a business strategy as it considers 
how to compete within a particular market. C is a practical application of the higher-level 
strategies, indicating that it is operational. 

3 GAP 1 – C (CORPORATE), GAP 2 – B (FUNCTIONAL), GAP 3 – A (BUSINESS)  

Corporate strategy examines the markets that the group operates within, which would 
include acquisitions and disposals. Functional strategies are practical, covering issues such 
as implementation. Business strategies tend to relate to specific strategic business units 
(SBUs), so the strategy within E would likely fall into this category. 

4 A 

The payroll system is simple automation of a basic business function, in order to improve 
efficiency. As such, it would be most likely to be seen as part of the organisation’s 
functional strategy. 

5 A 

By definition. 
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6 C 

C has little experience of the market, meaning that she has no ability to build on past 
successes – making incrementalism less useful. Her lack of experience would also suggest 
that freewheeling would be a risky approach. The stable nature of the market may also 
preclude the need for an emergent approach.   

Ultimately the rational model would work well here. It will help C understand the market 
and guide her in the stages she needs to go through to create a strategy. It may take time, 
but given the unchanging nature of the market, this is time that C has to spend. 

7 A, E 

B refers to the emergent model, while D is logical incrementalism. C is a feature of the 
rational model, which gives managers a series of defined stages to follow and is therefore 
good for inexperienced managers. 

8 GAP 1 – C (AN INCREMENTAL), GAP 2 – B (A RATIONAL)  

Previously, X’s strategy was simply an extension of its past activities. Going forward, it will 
have to plan carefully and formally for shareholder value, indicating a rational approach is 
needed. There is no evidence of unexpected events emerging, suggesting that the 
emergent approach is not needed. 

9 GAP 1 – A (EFFECTIVENESS), GAP 2 – D (EFFICIENCY) 

Effectiveness looks at results/outputs.  The reduction in visitor numbers indicates poor 
effectiveness in YU. Inputs were constant (the same amount was spent on advertising as in 
previous years), suggesting YU was economical, but the medium used was less efficient 
than in previous years. 

10 A, C 

The traditional approach involves identifying major stakeholders and developing strategies 
to satisfy them. B relates to the resource-led approach, while D relates to the market-led 
approach. 

11 B, C, E 

The other duties are: to promote the success of the company, to exercise reasonable care, 
skill and diligence, to avoid conflicts of interests and duties. 

12 B 

While the diverse group of directors may possibly improve the chances of the business 
being run ethically (by providing a range of ethical views and opinions), the primary reason 
is to provide a wealth of differing experiences, ideas and viewpoints which will significantly 
improve the company’s ability to generate and choose the best possible strategies. 

13 C 

Both statements are correct. 
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MISSION, VISION, VALUES AND STAKEHOLDERS 

14 D 

The statement is not an objective as it does not follow the SMART criteria and is too 
general. Non-market strategy refers to the firm’s interactions with governments, 
regulators, NGOs and society at large, rather than its shareholders.  

This leaves us with mission and vision statements. A vision is an aspiration for the future – a 
statement of the ideal position that the company wants to reach (i.e. ‘to be the company 
that offers the highest value to shareholders in our industry’). The statement given is a 
mission – the current fundamental objective of the organisation. 

15 B, D 

A is the definition of a vision statement. C is incorrect – the organisation needs to publish 
its mission statement widely amongst stakeholders to get any real value from it. 

16 C 

A mission should cover why the company exists and who it exists for. It should not have 
specific targets or deadlines (this would turn it into an objective – like option A) and should 
not be too generic (unlike B). It should also consider the needs of key customers. 

17 A 

A vision statement is about communication with the employees (and other key 
stakeholders) of the organisation, which lets them see where the organisation is going in 
the future. 

18 A, B, D 

Mission statements can be an effective communication tool. If managers ignore them, or 
stakeholders see them as something to hide behind, then their usefulness is lost. 

19 C 

SMART stands for specific, measurable, attainable, relevant and timed. 

20 D 

The target being set is perfection. This is unlikely to be attainable in practice. The objective 
has no time attached to its accomplishment and it is unclear exactly how HUH plans to 
measure ‘perfect quality’ – this is too vague to be truly measurable. 

However, HUH’s attempt at focusing on quality is relevant – it matches what appears to be 
a key issue in the company’s market. 

21 B, D 

Objectives need to be specific, measurable, attainable, relevant and time-bound. 
Statements that are unrealistic (such as 100% attendance), generic (such as ‘the best’) or 
not tied in to the mission (car parking) are not appropriate. 
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22 A, C, E 

‘Civil society’ excludes governments and governmental organisations (states and 
organisations of states), as well as businesses (corporations and organisations formed by 
firms). 

23 C 

Groups with low interest and high power need to be kept satisfied – in other words the 
organisation should work to prevent them from taking an active interest in the 
organisation’s operations. 

24 A, C, D 

Stakeholders identified in options A, C and D all have high interest and low power – this is 
the combination that suggests a ‘keep informed’ strategy should be adopted according to 
Mendelow’s matrix. 

LPP has little direct power, but will have a high degree of interest in K’s plans for a vehicle 
that uses large amounts of petrol. They may undertake protests against K to try and affect 
other stakeholders, such as governments and the media/general public. 

K’s sales staff will be highly interested in the proposed job losses as many of them will be 
directly affect by the strategy. However, given the lack of unionisation and low skill levels, 
they are likely to have little power to influence K’s strategy. 

The same can be said of F Ltd. K’s two-seater cars are extremely important to their 
business, but they make up a tiny percentage of K’s sales – giving them very limited power 
to affect K’s operations. 

The government of country H, on the other hand, seems to have high power over the 
operation of K’s key factories. Their level of interest is perhaps arguable – they are taking 
an active interest in monitoring the compliance of factories based in country H, but are 
unlikely to take action unless the rules are not being complied with. They could therefore 
be classified as either key players or ‘keep satisfied’ stakeholders. 

25 A 

Employees will be interested as the move affects their livelihoods, but have little power to 
stop the move. Customers will have little interest as it will not affect their interaction with 
the company. The UK government is likely to have little interest or power in the move of 
the company as it is not breaking any laws. Major shareholders may be very interested as it 
impacts upon their investment. However, they would be key players. 

26 D 

The CGFSA is likely to be classed as high power. It is backed by central government and can 
levy fines and penalties for non-compliance. 

As long as Pirlo met all appropriate legislation, it would have low interest in the company, 
suggesting that it would need to be kept satisfied (per Mendelow’s matrix). However, 
Pirlo’s admission that it has broken food safety laws will mean that the CGFSA would take 
an active interest in the company, moving to become a key player. 
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27 A 

OOB controls a key resource that RRL needs – its drivers.  

28 A 

Side payments occur when some form of compensation is offered in order to help resolve 
conflict. 

29 B 

Non-market strategy looks at key stakeholders outside of the organisation’s traditional 
markets. This may include regulators, NGOs, the media and society at large. 

GOVERNANCE, ETHICS AND CORPORATE SOCIAL RESPONSIBILITY 

30 C, D, E 

A strong CSR approach may, in fact, increase costs as the organisation has to source its 
goods more carefully. There is no reason why a strong CSR approach would speed up 
decision making in the organisation – in fact it is likely to use up management time that 
could be spent helping to earn the business higher profits. However, CSR often helps to 
attract both customers and staff, and reduces that chance that governments will be forced 
to regulate against unethical business behaviour in future. 

31 C 

V is only concerned with the returns of the organisation for himself and his business 
partners. He seems to be taking a short-term view, with regard only for reducing costs. He 
has made no effort to provide more than the legal minimum provisions for his staff. This 
would indicate he is at the lowest level of Johnson, Scholes and Whittington’s ethical 
stances – short term shareholder interest. Note that there is evidence that this approach is 
doing long-term damage to the business. 

32 D  

The key here is to note that the organisation sees financial concerns as secondary to its 
mission and objectives, which appear to be focused on minimising the company’s 
environmental impact. 

33 A, C 

The definition in B is that of CSR – not sustainability. Sustainability and CSR may cost more 
in the short term, but it is possible to make short-term savings. For example, becoming 
more energy efficient could allow an organisation to save money on fuel bills in the short 
term. 

34 A 

H is responding to demands from external groups relating to corporate social responsibility. 
However, he is yet to seek out ways of going beyond these requirements, indicating that he 
has yet to reach the proaction philosophy. 
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35 C, D, E 

The other part of corporate social responsibility is philanthropic responsibilities. 

36 NOTE: ELEMENTS CAN BE PLACED IN ANY ORDER UNDER EACH HEADING 

Strategy and oversight Execution and alignment Performance and reporting 

Board and senior 
management commitment 

Extensive and effective 
sustainability training 

Champions to promote 
sustainability and celebrate 
success 

 Ensuring sustainability is 
the responsibility of 
everyone within the 
organisation 

Including sustainability targets 
and objectives in performance 
appraisal 

37 B 

Integrity implies fair dealing and truthfulness. For J to be associated with inaccurate or 
misleading statements would breach his integrity. 

38 A 

Objectivity means ensuring that business/professional judgement is not compromised by 
bias or conflict of interest. 

39 C 

Information obtained in a business relationship must not be disclosed outside the 
organisation unless there is a professional right or duty to disclose it. It must not be used 
for personal advantage. 

40 B, D, C, A, E 

Remember, if an ethical dilemma occurs, a professional accountant must first ensure they 
fully understand the situation. They should then follow the relevant internal procedures to 
deal with the problem within their organisation. If this fails, they can contact their 
professional body for help. If a solution cannot be found, they may have to withdraw from 
the engagement to ensure they preserve their ethics.  

41 B, C, E 

These are the three major reasons for disclosure of confidential information to third 
parties. 
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ANALYSING THE ORGANISATIONAL ECOSYSTEM – 20% 

EXTERNAL ENVIRONMENTAL ANALYSIS 

42 A, C, D, E 

Environmental analysis is unlikely to help L identify its resources as this would require 
internal strategic analysis, rather than external. 

43 GAP 1 – G (ENVIRONMENTAL), GAP 2 – C (LEGAL), GAP 3 – F (TECHNOLOGICAL), 
GAP 4 – A (POLITICAL) 

Make sure you are comfortable classifying issues within a PESTEL analysis, as it is a key 
external analysis model. 

44 A, B 

PESTEL looks at the macro-environment of the organisation. While this can include certain 
aspects of the organisation’s industry, this is not its focus. It also does not examine internal 
issues. 

45 D 

A is likely to be technological, while B and C are social. Note that D could also be classified 
as a legal issue within PESTEL analysis – however this is not a separate category within PEST 
and would be included in ‘political’. 

46 A, B, D 

Each of these sources of information is likely to help the company to shed some light on its 
potential operations in country X. 

47 A, C, D 

B is part of Porter’s Diamond model, while E is likely to be part of PESTEL analysis. The 
missing forces are power of suppliers and rivalry amongst competitors. 

48 GAP 1 – B (THREAT OF NEW ENTRANTS), GAP 2 – D (POWER OF SUPPLIERS) 

The new bureaucratic process is making it more complicated for organisations to start up in 
X’s market, increasing barriers to entry and thereby reducing the threat of new entrants. X 
has managed to tie in its staff – who are key suppliers to the organisation. This reduces 
their power to leave and move to one of X’s rivals. 

49 C 

The competitive rivalry will be high in Q’s industry as all rivals are similar sizes and 
manufacture similar products, making it difficult for any one manufacturer to dominate the 
market or gain market share. The large number of patents will make it hard for new 
entrants to break into the market, while the fact that Q buys from a large number of small 
suppliers suggests that supplier power is also low. Finally, there is no information relating 
to substitutes in the scenario. 
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50 C 

A would indicate low buyer power – customers have to purchase Y’s products if they want 
the special features they offer. B also suggests low power – if Y has few rivals it means 
customers have less choice. C indicates that customers have knowledge of Y’s rivals prices 
and product features. This increases the likelihood that they will switch supplier, increasing 
their power. Finally, the requirement to have car insurance is unlikely to force customers to 
use Y (though clearly it increases the size of Y’s potential market).  

51  

 Increased Decreased 

Power of customers 1 2 

Threat of substitutes   

Threat of new entrants  2, 3 

The threat of backwards integration by a customer (i.e. the possibility they may purchase Z) 
gives them more power over the company and the decisions it will make. Z and its rivals 
have managed to lock in all major distribution channels – this will make it harder for new 
entrants to sell their products, as will Z’s ability to keep costs (and therefore prices) low due 
to its significant economies of scale. 

52 B, C 

The fact that OFG has few rivals does not prevent the Five Forces model from being of use. 
In addition, OFG appears to be a profit-seeking organisation. This means that the Five 
Forces model’s focus on industry profitability is entirely appropriate for the business. 

Note that Porter’s Five Forces may also be inappropriate for OFG as it ignore the influence 
of government (very important for OFG) and is of limited usefulness for competence-based 
businesses such as OFG (where the value is added through internal competences such as 
R&D/innovation). 

53 A, B, D 

‘Up front capital costs’ are a barrier to entry, as is ‘differentiation’. Rivals will lose market 
share as a result of X’s new core competence. Customers will experience a ‘switching cost’ 
(poorer service levels) should they move from X to a rival. 

54 A, E 

The changes will have no significant effect on substitution or the Bargaining Power of Pink’s 
suppliers. Rivalry is not affected as, at present, none of the firms in Pink’s industry use bots. 

The Threat of New Entrants will have risen as firms not currently operating in Pink’s sector, 
but which use bots in the relevant functions, can enter without an investment in this area. 

The Bargaining Power of those customers using bots for procurement and inbound logistics 
will have risen, as they gain access to better information and cheaper processes. 
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55 A 

The product is still experiencing strong growth. This has been reduced, however, by large 
numbers of new competitors entering the market. This would indicate that the TT155 is still 
in the growth stage. It has yet to reach maturity as it is still growing strongly. It is certainly 
not in decline. 

56 A 

These are typical strategies for an organisation moving into decline – the goal is to get as 
much return from the product as possible while it is still viable. 

57 B 

Maturity involves a stable market with relatively high numbers of competitors. Price 
matching (or going-rate pricing) would be most suitable here. 

58 D 

Form competitors sell products that satisfy the same needs as ours (and target the same 
market segments) but which have significantly different technical specifications – such as 
tents and caravans. 

59 A3, B1, C2, D4 

By definition. 

60 C 

Stochastic rivals have no predictable pattern to their responses – like GG. Laid back 
indicates no response, selective competitors only respond to attacks on certain markets, 
while tigers always respond aggressively. 

61 A 

The graduates are an important factor that are needed by X. Be careful – the question 
specified the graduates themselves. The university would be classified as a related and 
supporting industry. 

62 D 

V’s intense domestic rivalry is likely to help it be competitive in its future expansion. 

63 B, D, E 

B, D and E are all other businesses that SP Ltd is likely to need in order to operate 
successfully in country G. A is linked to demand conditions, while C is a factor condition. 
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64 A2, B3, C1, D4 

Poor eyesight in country F indicates potentially high demand for HGY’s services. 
HGY’s monopoly in its current home country could mean that it lacks the ability to break 
into a (possibly) more competitive market like country F as it is inexperienced in adopting 
strategies needed to deal with these competitors. Empty premises are a factor that 
HGY needs to open its chain of opticians. Equipment suppliers would be a 
related/supporting industry that is lacking country F. 

65 A 

The Internet of Me – users are being placed at the centre of digital experiences through 
apps and services being personalised. 

STRATEGIC NETWORKS AND PLATFORMS 

66 A 

AAA has two major suppliers in the scenario. Firstly – its engines are all sourced from a 
single car manufacturer, which is likely to give the supplier a high level of power as AAA is 
reliant on them for a key component. AAA’s other supplier – BBB – is also likely to have high 
power due to the highly specialised and essential nature of the work they undertake.  

67 B, C, E 

Downstream supply chains refer to anything between an organisation and the end-
consumer of its products or services. For a baker, this would involve the retailers that sell 
its products, as well the final consumer. The farmers and wheat wholesalers that H obtains 
its raw materials from would be part of H’s upstream supply chain. 

68 A 

QII’s customers need to have sufficient cash to purchase QII’s circuit boards, while QII’s 
suppliers – both the mines and the processing companies – have to make sufficient profit to 
make it worth them continuing to supplying palladium. If QII drives the price down too far, 
they may find that mines and processing companies go out of business, leading to a scarcity 
of Palladium on the open market. 

69 B, C 

The new system will not increase KKB’s competitive advantage as it currently has no 
competition in its market due to its exclusive franchise. It will also not reduce KKB’s 
exposure to technology risks as it is moving from a manual to a more automated system. 
However, e-procurement will help KKB to scan the market and find other suppliers of 
diesel, reducing its over-reliance on its single current supplier. This may also enable it to 
reduce its inventory of diesel as it is more likely to be able to find a supplier quickly if its 
levels are running low. 
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70 

Transaction marketing Relationship marketing 

Concentrates on products Service quality is a critical success factor 

Motorbike and scooter quality is a critical 
success factor 

Requires detailed knowledge of customer 
needs 

Little emphasis on repeat rental  

  

Note: answers can be in any order as long as they are under the correct heading. 

71 A, C, E 

The other three are: referral markets, supplier markets and recruitment markets. 

72 B 

The new application is influencing viewers on what to watch – and if it suggests that a 
VVC programme is good to watch, it is likely to boost VVC’s viewing figures and therefore its 
advertising revenue. The application is not an actual customer of VVC’s so A is incorrect. 
The application does not appear to be written by VVC, so it is not internal and, finally, it 
does not link to VVC’s ability to recruit staff. 

73 D 

Just because a customer is earning a significant amount of revenue does not mean that it is 
profitable or that it should be retained by the company. As can be seen from the statistics, 
while Customer 3 is the largest by revenue, it takes far more sales visits and rush orders 
than the other customers. As these costs cannot be passed on to its customers, Customer 3 
may be the least profitable of the three and ABC may consider eliminating it. B and C are 
unlikely to be correct – it appears that ABC may become uncompetitive if it raises its prices 
or simply ceases to offer rush deliveries. 

74 D 

HGH is creating a new stage in the supply chain – sitting between the takeaway and the 
consumer. Disintermediation involves removing a stage in the supply chain (such as selling 
direct to the end consumer) and countermediation would occur if one of HGH’s rivals set up 
their own, similar intermediary to compete with HGH. 

75 B, D 

Downstream management refers to anything that is done by JAF to manage relationships 
with customers and/or consumers. Option C refers to upstream supply management (with 
JAF’s suppliers). Option A is not suitable for JAF. As JAF sells to individual consumers on the 
high street, there is no opportunity for it to design an EDI system to link its computer 
systems with those of its customers. 
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76 B 

Ego, or status, needs are those that allow the user to ‘show off’ or highlight their status to 
others. Attending a bar which has the reputation for being extremely expensive is likely to 
fulfil this within its users. 

77 A 

By definition. Reciprocal buying is where organisations buy goods from each other, 
propensity modelling refers to evaluating customer behaviour and then making 
recommendations for their future purchases and transaction marketing is where an 
organisation focuses on the product it sells rather than building a relationship with its 
customers. 

RESOURCES AND VALUE CREATION WITHIN THE ORGANISATIONAL 
ECOSYSTEM 

78 C 

The system provides management with important information to help them with their 
strategic decision making. It does not relate to the management themselves, or the markets 
the business operates in (though it helps the business access these markets successfully). 
The system would also not be included within make-up, which refers to the organisation’s 
brand. 

79 A, C 

Threshold competences are the things an organisation needs to do just to be able to 
compete in a given market. They do not convey competitive advantage, meaning that B is 
incorrect. D is also incorrect as this statement is the wrong way round – core competences 
tend to become threshold over time as customer tastes change and rivals copy them. 
Finally E is also incorrect – core competences are what the organisation does well, while 
critical success factors are what the organisation needs to do well to be successful. Ideally 
they should match, but they may not. 

80  

CSF Related KPI 

1 High levels of customer 
satisfaction 

6 No more than 2% of customers submit 
complaints 

5  Affordable rental charges 4 Prices must be within 5% of the average charge 
by rivals 

7  Well-maintained vehicles 3 Vehicle breakdowns occur less than 1 per 100 
rental days 

8  Excellent customer service 2 Answer telephone calls within 5 rings 

Note: CSFs can be in any order – as long as they are linked to the related KPI. 
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81  

CSF Related KPI 

1 Reasonable prices 8 Average contract charges to be lower than that 
of two largest rivals 

3 Customer loyalty 7 90% customer retention at the end of their 
contract 

5 Happy customers 2 An average score of 4.5 out of 5 (or higher) on 
customer satisfaction surveys 

6 Good quality network 
provision 

4 Less than 1 in 50 calls should fail due to 
network problems 

Note: CSFs can be in any order – as long as they are linked to the related KPI. 

82 A 

B will not help improve quality itself and therefore does not link to the CSF identified. C is 
not specific – how will the company decide if ‘quality’ is improved by 15%? D has no 
measurable target for the amount of training that will be undertaken.  

83 A, B, C 

The other source, according to Rockart, was ‘temporal organisational factors’. 

84 C 

Temporal factors are those areas that are unusually causing concern because they are 
unacceptable and need attention. While the fine is triggered by the government (which is 
part of the wider environment), the fact that the problem is unusual and short-term 
indicates it is a temporal issue. 

85 C 

By definition. 

86 A, B, E 

The other secondary activity is human resource management. The remaining options are 
primary activities. 

87 C 

Inbound logistics refers to the receipt, handling and storage of inputs. The Managing 
Director (MD) is referring to procurement – the sourcing of inputs. The MD seems to 
understand operations – they would indeed be the printing functions within QOI – however 
he doesn’t seem to understand outbound logistics. This refers to the storage and 
distribution of the organisation’s final product – the MD discusses promotion, which would 
be part of sales. 
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88 A4, B3, C1, D2 

For a toy manufacturer like F, dealing with customer complaints is a post-sale activity, 
which will therefore be classified as service. Budgeting is a central planning function and is 
therefore likely to be part of the firm’s infrastructure. Staff training is the responsibility of 
the human resource management function, while automated inventory control for raw 
materials will be inbound logistics. 

89 B 

The system helps manage the finished loaves, indicating that it refers to outbound logistics. 
It does not manage the raw materials (or ingredients), indicating that it will not help 
inbound logistics. It also is used after JJE bakes the loaves of bread, so it cannot be part of 
operations. 

90 A3, B4, C2, D1 

Don’t forget that the value chain can apply to service industries as well as manufacturers. In 
this case, the value chain tracks the movement of information through the firm – inputs 
from clients, followed by the use of this during trials.  

91 B 

For YF, inbound logistics involves gathering and storing information about the patient. This 
is done through the central database. Operations then involves deciding on a diagnosis for 
the patient – which the new system will help the qualified operators to do. Outbound 
logistics is then passing this information on clearly to the customer and ensuring they know 
what to do next (in this case that is accomplished for the majority of patients by way of an 
email). 

92 A, B, D 

A is correct as the value shop has the same secondary activities as the more common value 
chain model. B and D are also stages of the value shop, along with problem solving and 
problem finding and acquisition. C is a primary activity of the value chain. E is not part of 
the value shop or value chain. 

93 D 

Human resource management looks at ensuring the right employees are selected and 
managed throughout the company’s operations. 

94 B 

The new entrants are an external issue and they are potentially going to damage QOS’s 
market share. They would therefore be classified as a threat. 

95 D, E 

A is either an opportunity or a threat, while B and C are simply facts – there is no evidence 
that they are good or bad. D and E both refer to internal issues that will benefit the 
organisation – strong systems and management awareness of business needs can both be 
classified as strengths. 
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96 B 

The first bullet point is incorrect. While corporate appraisal (SWOT) will include industry-
wide issues facing the company, it is not the main (or sole) focus of the model. Industry 
analysis is typically undertaken using Porter’s Five Forces. The other two statements are 
correct. 

97 D 

The growing market for office chairs represents a growth opportunity for PAG. PAG is 
already skilled in chair manufacture, and has an excellent reputation, suggesting that chair 
manufacture is a strength of its business. This would therefore bode well for their 
expansion into this new market segment. 

98 A 

This is an area where the company is under attack, but is currently also a weak area. Such 
an issue could cause major problems for the organisation and would therefore usually be 
prioritised. A defensive strategy would be crucial for the organisation to develop. 

GENERATING STRATEGIC OPTIONS – 15% 

FRAMEWORK FOR GENERATING STRATEGIC OPTIONS 

99 B 

Gap 1 is referred to as the diversification gap, while gap 3 is the efficiency gap. 

100 A, D 

The expansion gap can be closed by adopting an effectiveness drive – this involves market 
penetration strategies (like A), market or product development strategies (like D) or 
diversification. B and C are both parts of an efficiency drive (an attempt to reduce costs), 
which would be part of closing an efficiency gap. 

101 C 

Don’t get confused between the Delphi model and a think tank. In the Delphi model, 
experts never meet. 

102 A, B, C 

The other two parts of the 5Cs are – co-ordination and consensus. 

103 B 

The scenario is describing exactly what derived demand is designed to help accomplish. It is 
used to analyse a particular aspect of economic activity (i.e. the demand for electronics 
components) and use this to derive the demand for something else (i.e. demand for WEJ’s 
metals). 
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104 C, E, B, D, F, A, G 

By definition. 

105 A, C 

Scenario planning is all about identifying key high-impact, high-uncertainty factors in the 
organisation’s environment. A falls into this category – it is uncertain whether the 
government will put in place minimum wage legislation and this could have a significant 
impact on the company’s profits. IOS definitely needs a contingency plan for this, so it 
would likely be built into the scenario planning process. 

B is relatively low impact (thanks to IOS’s insurance) and low uncertainty (IOS seems 
confident that it will have to pay the fine), so no further analysis is needed. 

C is another factor that is high impact (the cost of gold rising sharply could cause a fall in 
profits) and high uncertainty (the movement in gold prices is uncertain, as is the likelihood 
of a recession). Again, IOS may wish to consider contingency plans here – such as hedging 
against gold price movements.  

Finally D appears to be highly uncertain (it is not clear how long the CEO will stay with the 
company), but low impact (the remaining Board of Directors is capable of minimising 
disruption to the company), so again this is unlikely to be a necessary factor that needs 
building into scenario planning for IOS. 

106 A, B, D 

Note that C and E are incorrect – scenario planning arguably helps the organisation to 
reduce its risk profile by planning for potential future problems, while the act of building 
scenarios and creating contingency plans actively encourages managers to think creatively. 

107 A 

The statements relating to game theory are all correct. 

108 C 

The house-building project, while unprofitable, will enable VAGH to access more profitable 
opportunities in the future. This is an example of an option to follow on. 

109 A, B, D 

C is incorrect – the definition given is that of an option to follow on, not to delay. 
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STRATEGIC OPTIONS 

110 GAP 1 – C (FOCUS), GAP 2 – A (DIFFERENTIATION) 

The lack of market segmentation information means that JAV will be unable to reliably 
target any particular segment (or niche) within the wider market. The information about 
competitor activities also indicates that the market is uninterested in low-cost items, so a 
cost leadership approach is unlikely to be successful for JAV. It needs to adopt a 
differentiation approach and find some way of enabling its laptops to stand out from its 
rivals. 

111 A, C, D 

Cost leadership will not necessarily allow TIDL to improve its reputation (in fact it may 
cause it to fall given the possible reduction in quality that TIDL must offer). E refers to a 
focus strategy rather than a cost leadership approach. Lower costs will allow a higher 
margin than rivals and allow TIDL to cut prices in the event of a price war, as well as offering 
its goods at a lower, penetration price than its rivals. 

112 D 

Spiral has differentiated itself within the small niche market for walking equipment in the 
area. Adopting a focus approach can enable an organisation to charge a premium for its 
products as they are tailored to the specific needs of its market. 

113 C 

SOC has little that gives it a competitive advantage. While its costs are low, they are no 
lower than those of its rivals – which explains the similar pricing structures. It also offers 
similar unbranded goods to its rivals, suggesting that it is not differentiated. SOC is also not 
gaining competitive advantage merely from selling to a small sub-set of the market. 
According to Porter, it would therefore be classed as stuck in the middle. 

114 A, B, E 

The smartphones market for the over 60s is unproven. Uptake has been slow to date – it 
may simply be that this demographic has little interest in purchasing smartphones, meaning 
that A is correct. B is also correct – CHO has little experience of designing a product for this 
niche market. It therefore needs to undertake significant research into their needs before 
developing its new phone. 

C is incorrect – given the relatively low incomes received by many in the target market, it 
seems unlikely that CHO will be able to sell its products at a premium – even if they are 
tailored to the precise needs of the over 60s. D is an advantage of CHO’s strategy – not a 
risk. 

Finally, E is correct – if inflation rates rise, this will reduce the amount of disposable income 
of CHO’s target niche. This is likely to mean that they will be unable to afford to purchase 
the smartphone, making CHO’s product unattractive. 

115 C 

Market development refers to a strategy of selling existing products to new markets. 
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116 D 

The product that HUT is selling is fundamentally the same as it always was – HUT is simply 
trying to increase demand and sell more units to its existing markets. 

117 A4, B1, C3, D2 

MAH already sells food products – selling some of these through new outlets (i.e. to 
travellers on the motorways) is an example of market development – existing products to 
new markets. 

MAH’s clothing advertising campaign is trying to sell more of its existing clothing lines to its 
current markets. This would be a classic example of market development. 

Selling electricals is new for MAH – but it’s selling them in its existing stores. This would 
indicate product development – new products for existing customers. 

Finally, MAH is planning on offering limited online banking services. Banking is a new area 
for MAH and it will be offering these online, likely targeting new market segments. This 
would most likely be classified as diversification. 

118 B 

Backwards vertical integration refers to the acquisition of an organisation’s suppliers (as is 
the case for VAT). Forward vertical integration would involve the purchase of an 
organisation’s customers. 

119 A, C 

Diversification is often the only way an organisation can grow if its current markets are 
saturated – especially if it has excess cash and resources. Diversification will also reduce the 
organisation’s risk by removing the dependency on the organisation’s current markets. 
However it is unlikely to free up management time (quite the contrary – expanding into a 
new market is likely to be extremely time consuming), and is unlikely to increase the 
organisation’s synergies as it is into an unrelated industry. 

120 A, C, E 

The acquisition of BLP will help to ensure that NET continues to have a ready supply of iron 
ore – especially important as other mines are being bought up by NET’s rivals. This prevents 
NET from being locked out of the market (i.e. unable to source raw materials as they are all 
controlled by NET’s rivals). NET’s acquisition will also enable it to enjoy economies of 
avoiding the market – costs such as negotiation and finding suppliers will be reduced. 

However, NET is tying itself to BLP as a sole supplier. As NET is used to shopping around for 
the cheapest source of ore, the purchase of BLP is likely to limit its ability to do this. In 
addition, the acquisition is unlikely to allow BLP to differentiate itself in the market, as 
many of BLP’s rivals are already doing the same. 

121 D 

Horizontal diversification includes expansion into competing or complementary products. In 
this case, the company sees the new production lines as helping UY offer a full product 
range to the market. 
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MAKING STRATEGIC CHOICES – 15% 

PORTFOLIO ANALYSIS 

122 A 

A star product has high growth and high market share, placing JoyB in quadrant 1. 

123 B, C 

Holding strategies involve the organisation working to maintain the product’s current 
position in its market. This is only sensible if the product already has a good market share – 
i.e. if it is a star or a cash cow. 

124 A3, B4, C1, D2 

Alpha is the market leader in a fast growing industry, making it a star product. Bravo’s 
market is also fast growing, but it has a relatively low market share, suggesting it is a 
question mark. Charlie has a small share of a slow growth market, suggesting a dog which 
should be divested. Delta has a very large share of a declining market, suggesting a cash 
cow. 

125 C 

Given the fact that Darz is no longer fashionable and has been largely replaced by more 
modern gel detergents, it is unlikely that SOH will be able to easily hold its current market 
share without significant investment. This does not seem sensible in a mature market. 

As mentioned above, a building strategy – where SOH tries to aggressively grow market 
share through investment in the product also seems a poor strategic decision. The market is 
saturated and it seems unlikely that Darz will become a market leader.  

However, divesting the product also seems inappropriate. While sales are low, the product 
is still generating profits for now and helps to support other sales through its use of the 
SOH brand name.  

Therefore SOH should look at ways of harvesting – reducing costs as far as possible to 
maximise the profitability of Darz for as long as possible. 

126 C 

A is incorrect – ARC is a star, BUY is a question mark and GUD is a dog product on the BCG 
matrix. This indicates at least some progression within TIH’s portfolio – GUD appears to be 
a product towards the end of its life, ARC is probably in the growth stage of its life cycle and 
BUY is in the introduction stage. This would suggest that they are unlikely to all decline at 
the same time. 

However, TIH seems to lack a cash cow. Given the funds required to develop, launch and 
grow BUY and the costs of defending ARC’s market position, it is likely that TIH is facing 
liquidity problems. 

While BUY has a low market share, it is in a high growth industry. Given TIH’s limited 
product range, it probably needs to invest in this product (if it has the funds to do so). Note 
that a low market share is not necessarily a reason in itself to divest a product. 
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STRATEGY EVALUATION 

127 B, C, E 

If GHA has limited access to funds, it will likely find it difficult to afford the purchase price of 
one of its rivals. Organic growth can be undertaken more slowly, as and when the business 
can afford it. Organic growth will also avoid GHA having problems with government 
legislation – as there are only three companies providing surveyor training in the country, 
the government may step in to avoid GHA becoming too dominant in the market.  Finally, if 
GHA has a very different corporate culture to its rivals, it will make acquisition and 
integration of their businesses very difficult. 

The other two options would encourage GHA to adopt an acquisitions approach. If GHA is 
under pressure for fast increases in sales, acquisition may be the best approach. GHA may 
also want to acquire a rival as a defensive strategy to prevent an even more dangerous 
competitor entering the market. 

128 B 

Given the size of the investment involved, it seems sensible to have a formal agreement 
between the two companies. Only a joint venture would seem to meet the needs of both 
parties and enable them to collaborate on the design and launch of the new facilities. 

129 C 

QQH is the classic scenario for a franchise – allowing rapid expansion, but ensuring tight 
control of that expansion, with minimal outlay for the franchisor. However, it may be too 
early for QQH to consider franchising. QQH only has two restaurants and they are both in 
the capital city. It is unlikely to have a well-known brand and this would be vital to 
attracting franchisees willing to pay for the right to trade as QQH. In addition, QQH’s 
management is inexperienced and would be unlikely to be able to ensure control of a 
rapidly expanding chain of franchised restaurants, all of whom will be expecting some form 
of central support. Ultimately, QQH should consider growing organically for the near future 
until it has built a more developed brand and a stronger management structure. 

130 A 

Multinational organisations are organisations that co-ordinate their activities across 
national boundaries in order to maximise efficiency. Note that the company still has a 
defined ‘home’ country, suggesting that it is not a transnational organisation. 

131 GAP 1 – B (IS NOT), GAP 2 – B (IS NOT), GAP 3 – A (IS) 

Suitability examines whether a given strategy matches the circumstances of the 
organisation. While the CEO’s proposal would potentially allow the charity to return to 
earning surpluses, it fundamentally misses the purpose of the organisation. By eliminating 
the roles of its existing staff, BOQ will not be ‘supporting citizens of country F who are in 
need’.  

The proposal is certainly not acceptable – BOQ’s staff are unlikely to agree with it and, in all 
likelihood, neither are BOQ’s other trustees. 

The proposal is, however, feasible. There are no legal issues and BOQ’s CEO noted that 
there would be no union entanglements. 
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132 D 

The CEO’s proposal is unlikely to be suitable. Not only does the suggestion not play to the 
organisation’s current strengths (i.e. the excellent quality service and focus on business 
class), but the budget market is already crowded, meaning that CHA is unlikely to be able to 
compete here. This would not help it increase its revenue or profitability. 

The proposal is clearly unacceptable to the stakeholders in the scenario. The Board of 
Directors and the unionised staff are all highly resistant to the plans. It is also unlikely to be 
acceptable to CHA’s core customers – business class customers who expect a high level of 
service and comfort. 

Finally the proposal seems to lack feasibility. The company only has a small cash surplus, 
while the re-launch of the company is likely to need significant expenditure (i.e. advertising, 
staff redundancy costs). In addition, the strong reaction against the plans by powerful 
stakeholders (unionised staff and directors) will make it extremely difficult for the CEO to 
implement. 

Note that B cannot be a correct answer – for the strategy to be accepted it must be 
suitable, feasible AND acceptable. If any one of the three is not present, the strategy would 
be rejected. 

133 D 

Acceptability is all about ensuring that a strategy is acceptable to key stakeholders. The 
best way of analysing this would be by using Mendelow’s power interest matrix to identify 
which stakeholders would be affected by/need to be taken into account when examining 
the strategy. 

STRATEGIC CONTROL – 20% 

PERFORMANCE MANAGEMENT SYSTEMS 

134 A, C 

The new measures seem to downgrade the need for staff to provide a helpful service for 
callers and stress the importance of speed – speed in answering and rapidly dealing with 
caller queries. This could confuse call centre staff as the new measures for speed may 
conflict with the third measure – number of complaints. Staff may be tempted to deal 
abruptly or unhelpfully with callers simply to reduce call times, which will enable them to 
achieve 2 out of their three bonus targets. This could lead to a rise in complaints. 

Note that performance measurement mix changes may change the culture of the 
organisation, but this is not a reason for avoiding making these changes. The new culture 
may be better and help the organisation get closer to its strategic objectives.  

In addition, the fact that there are no financial measures in the mix does not necessarily 
make it inappropriate. Q’s goal as a council is likely to be about offering an effective service 
– finances may be secondary. 
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135 C 

ROCE is calculated as profit before interest and tax divided by capital employed 
(shareholders' funds plus long-term debt). Reduced levels of equity would likely increase 
ROCE as it would reduce shareholders' funds, as would the payment of large dividends. 
Improved cost control would be expected to increase ROCE. Note that ROCE is a key 
investor ratio. The fact that it has fallen would suggest that the company is a less attractive 
investment now than it was a year ago, as it is returning less per pound of investor capital. 

136 C, D 

Including non-financial measures will make it more complex for POG to measure 
performance. This will likely lead to rising performance measurement costs. In addition, if 
POG want to reduce subjectivity in performance measurement, including non-financial 
measures will not help with this, as they can be very subjective (especially when looking at 
fashion design and retail). Given that POG operates in three very different areas – 
manufacturing, retail and design – it is unlikely that POG will find it easy to have consistent 
non-financial measures across the entire organisation. 

However, POG will wish to include more non-financial measures given the increasing quality 
problems, and the fact that many staff members don’t understand company finances may 
also suggest that they will find non-financial measures easier to comprehend and more 
motivational. 

137 A3, B1, C2, D4 

Targets set around profitability are most likely to be classified as financial in nature. 
Learning and growth includes innovation – so new packages offered to customers would be 
an example of this. Reduction in complaints is a classic option for the measurement of the 
customer perspective, while the number of dropped calls relates to the quality and 
efficiency of X’s infrastructure, which would be included within X’s internal business 
processes perspective. 

138 A, C 

A and C are both related to the internal processes of CRR – calculating and submitting client 
tax returns. Note that it is possible that, potentially, either of these measures could also be 
used as customer perspective indicators, but this is not requested by this question. Options 
B and D are both linked to learning and growth. 

139 D 

O is a charity and will therefore be uninterested in its profit margins or the return offered 
to its investor (via the ROCE). C relates to the ‘learning and growth’ perspective of the 
balanced scorecard. However, O will need to ensure that it is using its funds (such as its 
advertising and fund raising budgets) as efficiently as possible to ensure it can continue its 
operations. 
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140 A, B, E 

The Balance Scorecard (BS) includes a range of measures – including longer-term non-
financial measures. It also allows each part of the organisation to create its own indicators. 

141 B 

The remaining factors are internal efficiency measures. 

142 A 

This is a ‘market’ critical success factor, so it is therefore included within the ‘business units’ 
level of the pyramid. Business operating systems refer to the internal systems and 
processes within the organisation. Department and work centres refer to the day to day 
operational measures that can be used to monitor the status of the higher level measures. 

143 B, C, E 

The dimensions, in full, are: profit, competitiveness, quality, resource utilisation, flexibility 
and innovation. A and D refer to the other two building blocks within Fitzgerald and Moon’s 
model. 

144 GAP 1 – C (STANDARDS), GAP 2 – B (REWARDS) 

Standards are the specific targets set by management in each of the dimensions (the 
organisation’s goals). They need to be seen as achievable or they will fail to motivate staff. 
The rewards the business offers for completion of these standards needs to be significant 
enough to motivate staff, as well as only relating to things that are within the control of the 
staff members being assessed. 

145 GAP 1 – C (COMPETITIVE), GAP 2 – B (INTERNAL), GAP 3 – A (PROCESS) 

Competitive benchmarking is likely to provide innovative ideas to the organisation, but it 
can be difficult to convince a successful rival to share their secrets. As internal 
benchmarking focuses on other parts of the same organisation, this type of benchmarking 
often fails to provide any particularly radical new ideas. Process benchmarking can be 
difficult as there may be few, if any, non-competing businesses that have the same core 
processes as our organisation. It is therefore often undertaken for non-core activities. 

146 D  

Competitive benchmarking is not likely to be useful to KV as it is already the dominant 
market leader. Internal benchmarking would help each store to learn how to behave like 
the best stores within KV, ensuring that the highest levels of customer service are applied 
throughout the business. 
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147 B, C  

Remember that SVA focuses on improving the seven key value drivers – sales growth, life of 
the project, operating margin, working capital, cost of capital, asset investment and 
taxation. B and C are consistent with this. A is a feature of EVA, not SVA. D is a drawback of 
SVA and EVA, as they do not take account of such intangible assets. 

148 B  

Your colleague’s understanding of Triple Bottom Line (TBL) appears fairly good. The only 
mistake she has made is that measuring the various aspects of TBL (such as the company’s 
impact on the planet and people) can be very subjective. Often the measures are difficult 
and time-consuming to monitor and report on. 

149 A, B, D 

There is no obvious reason why discussing the proposals with staff would reduce the risk of 
them acting unethically (e.g. forging absentee sheets) in a bid to improve their bonus. 

150 B, C  

Staff do not seem to think that they cannot achieve the target set. Instead they have 
already identified ways of achieving the target by ‘hurrying through their existing jobs’. This 
is likely to cause a fall in the quality of the work that employees undertake, leading to sub-
optimal behaviour. In addition, staff are unlikely to be concerned about whether they meet 
the stretch targets or not – there is no benefit to them for meeting the target, other than 
an ill-defined ‘benefit to the whole business’. The stretch targets would help the firm to 
clear its backlog, so it could be seen as an appropriate area for J to set targets in. 

151 A, B, C, D, E 

All of these are included. The other two guiding principles are Reliability and completeness, 
and Consistency and comparability.  

152 A 

Institutional is not one of the six capitals. The other three are Financial, Human, and Social 
and Relationship.  
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CHANGE MANAGEMENT 

153  

Indirect triggers Direct triggers 

A Increased government health and 
safety legislation relating to tanning 
stores 

C TYS, a new tanning company, is 
offering tanning to customers at 
heavy discounts 

B Recession in country F, leading to a 
fall in consumer disposable income 

D WAM – suppliers of sun beds in 
country F has closed, leaving only one 
company offering the tanning beds 
that PI uses in its stores 

E Tanning has started to be seen as 
unfashionable by consumers in 
country F 

 

Note: answers can be in any order as long as they are under the correct heading. 

Remember that indirect triggers are general environmental issues (as would be found by 
PEST analysis). Direct triggers are those that relate to the organisation’s industry and that 
would be identified as part of the organisation’s Five Forces analysis. 

154 B 

Adaptation refers to an incremental change which is a re-alignment (i.e. a slow, relatively 
minor change). On the diagram, this is quadrant 2. 

155 C 

Staff are about to see a fundamental change in the way they operate and their corporate 
culture. This is likely to be perceived as a transformational change. In addition, OOO wish to 
enact these changes quickly, suggesting a ‘big bang’. This would suggest that staff will see 
the change as a revolution. 

156 A, B 

A is a common problem with change analysis – different stakeholders perceive the change 
differently. It may be that AVV’s strategic managers see the change as a transformation as it 
will have a serious impact on how and where they decide to spend their resources. 
Fundraising staff, however, will see little change to their role and therefore may see it as a 
simple realignment. 

B is also correct – changes in legislation would typically be identified through a PEST 
analysis, which identifies indirect triggers for change. 

C is incorrect – the scenario makes it clear that the change is rapid at AVV, indicating that it 
is ‘big bang’ rather than incremental. 

D is also incorrect – again, evolutionary change is slow, while AVV’s appears to be rapid. In 
addition, a forced, reactive change is typically a description of revolution rather than 
evolution. 
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157 A, C, E 

The other elements of the cultural web are: power structure, control systems, stories and 
myths and organisational structure. B and D are elements of McKinsey’s 7S model. 

158 C 

‘Stories and myths’ refers to what employees are talking about with each other. This is a 
strong indication of the organisation’s core beliefs might be and can be a very important 
part of the cultural web analysis. In this case, the employees’ stories seem to underline the 
need for continuity of practice within Hexagon. 

159 

Hard Soft 

C Structure A Staff 

E Strategy B Skills 

G Systems D Shared values 

 F Styles 

Note: answers can be in any order as long as they are under the correct heading. 

Hard factors can be easily quantified, while soft factors are more intangible. 

160 D 

‘Style’ refers to the style of leadership adopted by the organisation – in this case, an 
authoritarian approach. 

161 B, C, E 

Social factors relate to interactions with others. A is a ‘job factor’, while D is a ‘personal’ 
factor. The remaining three options are social factors. 

162 A 

This resistance appears to have been caused by the employees misunderstanding the 
rationale behind the cost savings, as QQS has yet to fully explain this to them. Parochial 
self-interest refers to employees only considering their own needs, rather than that of the 
business. However, that does not best describe what is described in the scenario as 
employees do not accurately understand what effect the new system will actually have on 
them. 

163 A 

The company is currently in the ‘unfreeze’ stage, where management is attempting to 
explain the need for change in an attempt to maximise buy-in by employees and reduce the 
amount of resistance. Note that ‘reinforcement’ is not one of Lewin’s three stages. 
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164 

Driving Restraining 

C The Marketing Director A The existing product-oriented culture 

D The new mission statement B The length of service by staff 

G Loss of market share E Staff background in vehicle 
maintenance 

 F J’s competencies with relationship 
marketing 

Note: answers can be in any order as long as they are under the correct heading. 

Driving forces are anything that is pushing the change forward (i.e. the shift to relationship 
marketing and customer focus). The Marketing Director has authority within the company 
and is likely to be a major driving force. The new mission statement will help to focus staff 
on the new requirements for customer focus, while the loss of market share is also an 
indication that the change is vital for XA to adopt. 

Unfortunately there will be issues that hold the organisation back from adopting the 
necessary changes – the existing culture and long-serving staff are likely to mean that XA is 
at least somewhat stuck in its ways. Staff may also be uncomfortable with the proposed 
service focus as they are not used to it, most having a background in vehicle maintenance. 
Finally, J could be a restraining force herself. She lacks knowledge of relationship marketing 
and may therefore struggle to implement it. 

165 C, D 

Refreezing refers to ensuring that employees do not slip back into old ways of working. 
C and D will help to accomplish this. A and B are both activities within the ‘change’ stage of 
the three-stage model, as they are both part of implementing the new system. 

166 B 

Theory O suggests that an organisation should look to enhance its culture and staff skills. 
A, C and D would all be examples of this. Theory E involves focus on shareholder value, 
which usually leads to redundancies, cost reductions and downsizing in a crisis. 

167 C 

A is unlikely to be successful as staff are already very well rewarded. Offering more is 
unlikely to motivate them. Training would not deal with the root cause of resistance – the 
feeling that the business doesn’t trust its staff. Also – it is difficult to see that staff members 
would be willing to take time away from their work to undertake a training course! 
HO management simply forcing the change through (option D) is also likely to be a failure 
as HO staff may simply leave, which would be a disaster for the bank as they are a core 
competence. The only suitable option is to explain the reason for the changes being made – 
and that it will benefit the organisation (and by extension the employees) as it will prevent 
HO being prosecuted and heavily fined – which could impact on employee pay and 
bonuses. 
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168 A, C, D 

While the new CEO’s change process may involve redundancies or new Board members, it 
is not a specific requirement of a change leader to undertake these activities. 

169 D 

G achieved some interim goals, indicating that she generated some short-term wins. She 
had ensured that senior management agreed to help her implement the vision (i.e. she has 
created a guiding coalition) as well as informing all staff of her plans (communicating her 
vision). However, she failed to convince staff of the need for change (establishing a sense of 
urgency) as they still felt that the company was performing well enough with its existing 
operations. 

170 A, C 

Teams can take longer to arrive at a decision, and end up with a compromise position that 
fails to take account of the needs of the business. However, it should improve the 
communication between different departments as they will all have representation on the 
team. In addition, it should improve the review of the team’s suggestion as the final 
decision will have had the input and oversight of a number of different people. 

171 B 

The other styles are: participation, education and communication, facilitation and support, 
manipulation and co-optation and negotiation. 

172 A2, B4, C3, D1 

Remember that manipulation and co-optation involves deliberately distorting the truth to 
make employees believe that the change is needed. 

173 D 

G needs to maintain good future relations with its skilled staff members. This tends to rule 
out manipulation or coercion as options. Negotiation is unlikely to be successful as G is 
proposing the minimum number of redundancies to avoid insolvency. Education would 
maintain G’s relationship with staff and hopefully help them understand the urgent need 
for change. As the workforce is small and the redundancies need to be made over a long 
period, there should be time for G to undertake this approach. 

174 B, C, D, E 

The change agent can fulfil a wide range of roles within the organisation. However, the 
ultimate decision about which strategy to adopt will likely be taken by the directors of BB. 
The change agent will be there to help them make this decision. 

175 A, D, E 

Options B and C are issues relating to the use of external consultants as change agents. The 
remaining power skills are: ability to collaborate effectively, ability to develop relationships 
based on trust, being respectful of the process of change and ability to work across 
different business functions. 



ANSWERS TO OBJE CTIVE  TE ST QUE STIONS :  SECTION 2  

 105 

176 

Executive mentoring Executive coaching 

A The provider acts as an ongoing role 
model 

C Is usually undertaken for a specific, 
defined period 

B Offers wide-ranging, practical advice 
and support 

D Tends to focus on specific skills and 
goals 

E More likely to cover both technical 
and non-technical areas 

 

Note: answers can be in any order as long as they are under the correct heading. 

Remember that mentoring tends to involve the provider acting as a role model and helping 
and supporting the mentee on an ongoing, as-needed basis. Coaching is often more formal 
and involves helping the person being coached with specific skills for a defined period. 

177 C 

This involves HAP repositioning itself in the market in an attempt to once again gain 
competitive advantage. Retrenchment involves continuing with an existing strategy, but 
drastically cutting costs. 

178 D 

Redundancies and reduction in working hours may well be needed if they are to secure P’s 
long-term future. A coercive approach may not make G popular, but there is no ethical 
requirement to involve staff in the decision making process – particularly if P is in a crisis. 
However, distorting the facts given to employees would breach G’s integrity and is not 
considered appropriate professional behaviour. 

179 B 

Successful change leaders recognise, reward and celebrate the accomplishments of their 
staff, according to Kanter. 

180 A, B 

Note that D is a feature of Kanter’s ‘skills for leaders in change-adept organisations’ model. 

DIGITAL STRATEGY – 15% 

DIGITAL TECHNOLOGIES 

181 B 

The data is changing with great velocity (speed) which may be making it difficult for F to 
keep his information up to date. 
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182 B, C, D 

Note that the increasing use of electronic devices makes Big Data collection easier. Many 
organisations successfully gather information from social media sites such as Facebook and 
Twitter and use it to great effect within their decision-making processes. 

183 C 

In order for an organisation to properly take advantage of a move to digital, or to survive 
digital disruption within its industry, the executive leadership team will need to 
demonstrate a number of abilities. 

Inspirational leadership – digitisation will be an exercise in change management, but 
probably on a bigger and quicker scale than the organisation will typically be used to. The 
leadership team will need to energise the workforce and inspire confidence that 
digitisation is the right way forwards and is being carried out in the right way. 

The move to digital will only succeed if those at the top of the organisation take 
ownership and persuade others to commit to the change. 

184 C 

Cloud and mobile computing is computing based on the internet. It avoids the needs for 
software, applications, servers and services stored on physical computers. Instead it stores 
these with cloud service providers who store these things on the internet and grant access 
to authorised users. 

185 A 

Process automation (also known as Robotic, Digital or Business Process Automation) refers 
to the use of digital technology to perform a process or processes to accomplish a workflow 
or function. Or, to put it another way, processes that used to be done manually become 
automated. 

186 A, B, D, E 

The Bargaining Power of Suppliers has actually fallen, as they need to engage in greater 
promotional activity and thus incur significant additional cost. 

187 C 

Reinforcement learning is when an algorithm learns to perform a task by trying to 
maximise the rewards it receives for the actions it takes. For example, in managing an 
investment fund, the rewards would be gains in value of the fund based on which 
investments it has decided to put capital into. 

Reinforcement learning can be used when there isn’t a lot of training data available, the 
ideal end state cannot be clearly defined, or the only way to learn about the environment is 
to interact with it. 
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188 B 

Data visualisation is a general term that describes any attempt to take data and help people 
to understand it better by presenting it in a visual context. Patterns, trends, correlations 
and other relationships that might otherwise not be noticed in a narrative-type 
presentation can become clearer and more obvious when presented using some sort of 
data visualisation software. 

189 A, B, D, E 

ELEMENTS OF DIGITAL STRATEGY 

190 B 

Commission – revenue is earned through matching sellers to customers.  

191 D 

Trading – it is possible to identify circumstances where the demand/supply market forces 
are producing a sales value which is mispriced. Traders can use technology to identify 
opportunities to buy at a low price and sell when more realistic prices are in play.  

192 B 

Build  

Building new business models might be the best route when an opportunity is related to 
the company’s core business. The benefits are that it typically maximises control and 
minimises costs in markets that a company must own because of their strategic 
importance. If companies decide to go for the build route, they can benefit by creating and 
developing new products and services. 

193 B 

Joint venture 

A separate business entity whose shares are owned by two or more business entities. 
Assets are formally integrated and jointly owned. 
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194 A, B, E 

If organisations are to meet these ever-changing needs, it is important that they 
understand the key drivers behind such change. The following are identified as key factors: 
• Mobile and internet penetration – the increasing rate of mobile phone ownership, 

combined with access to the internet (with mobile beginning to exceed broadband). 
It is reckoned that by 2025 the number of smartphone subscriptions will reach 
4 billion, with much of the growth coming from emerging economies. 

• Connected devices – the number of connected devices are expected to grow from 
2.5 billion in 2009 to 30 billion by 2020. This will help enable real-time customisation 
of products and services. 

• Data analytics and the cloud – the increasing use of e-commerce platforms, social 
networks, apps etc will result in increased need for automated data analytics. 

• User interfaces – advances in how human beings interact with machines 
(e.g. through voice recognition or motion-tracking systems) means that carrying out 
tasks becomes quicker and more efficient for humans. 

• Global accessibility – rising living standards in developing economies means that 
more and more people are gaining access to the internet and so connectivity. 

• Increasing urbanisation – the growing percentage of people who live in urban as 
opposed to rural areas. The United Nations estimates that, from approximately 54% 
of the global population in 2014, this will grow to almost 60% by 2050. 

195 B, D, E 

If organisations are to meet these ever-changing needs, it is important that they 
understand the key drivers behind such change. The following are identified as key factors: 
• Mobile and internet penetration – the increasing rate of mobile phone ownership, 

combined with access to the internet (with mobile beginning to exceed broadband). 
It is reckoned that by 2025 the number of smartphone subscriptions will reach 
4 billion, with much of the growth coming from emerging economies. 

• Connected devices – the number of connected devices are expected to grow from 
2.5 billion in 2009 to 30 billion by 2020. This will help enable real-time customisation 
of products and services. 

• Data analytics and the cloud – the increasing use of e-commerce platforms, social 
networks, apps etc will result in increased need for automated data analytics. 

• User interfaces – advances in how human beings interact with machines 
(e.g. through voice recognition or motion-tracking systems) means that carrying out 
tasks becomes quicker and more efficient for humans. 

• Global accessibility – rising living standards in developing economies means that 
more and more people are gaining access to the internet and so connectivity. 

• Increasing urbanisation – the growing percentage of people who live in urban as 
opposed to rural areas. The United Nations estimates that, from approximately 54% 
of the global population in 2014, this will grow to almost 60% by 2050. 

In essence, more and more people are becoming connected to technology, enjoying the 
benefits that it delivers, and demanding that such benefits increase, not just within 1 
industry but across industries – there is no reason to believe that advances in 1 area of 
business cannot be transferred to other areas. 

‘Peer review’ and ‘Self-service’ are changing customer needs, not drivers of that change. 
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196 A 

Design thinking – instead of designing a single product or service that can be marketed to 
many customers, there should be a shift in mindset to designing many experiences for one 
customer. This must be mixed with the ability to constantly learn and adapt as customer 
needs change. 

197 A3, B2, C1 

Digital traction is a combination of metrics in 3 areas: Scale, Active Usage, and Engagement. 
• Scale – this relates to the number of people who are showing an interest in the 

product or service. Typical metrics could include the number of visitors; unique users; 
the number of registered users; growth in registrations per month; or organic user 
acquisition. 

• Active usage – this refers to the frequency with which a user interacts with the 
organisation. Appropriate metrics could include the number of active users; daily 
active users (DAU); monthly active users (MAU); conversion rate; abandon rates; the 
number of repeat users/customers. 

• Engagement – these measures look at the degree to which the user has engaged 
with the organisation. Suitable metrics may include time spent on site; Net Promoter 
Score (NPS); customer satisfaction index; posts contributed; number of likes and 
shares; photos/videos shared/uploaded and views completed. 

198 B, C, D 

The CAC is actually $32m/0.09m (it relates to only the increase in registrations), so about 
$356 per new registered user. 

The LTV:CAC ratio is actually about 1.7 times.  Calculated as (60 months × $10 per 
month)/$356 CAC. 

199 A, D, E 

Engagement – these measures look at the degree to which the user has engaged with the 
organisation. Suitable metrics may include time spent on site; Net Promoter Score (NPS); 
customer satisfaction index; posts contributed; number of likes and shares; photos/videos 
shared/uploaded and views completed. 

The number of business angels visiting is a ‘scale’ metric. 

The percentage of business angels who make a second (or subsequent) deal is a measure of 
‘repeat business’, so is an ‘active usage’ metric. 
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200 A, C, D 

The World Economic Forum proposes the following: 
• Formulate a long-term working strategy for millenials – identify the relevant 

positions that employees will occupy during their career with the company and then 
create suitable promotional opportunities. 

• Work with staff to formulate company values together – this means listening to, and 
taking note of, the aspirations of those working for the business. Senior management 
should do this in person, not just as a communication sent company-wide. 

• Empower the workforce – and give them incentives to perform e.g. via long term 
company share plans, project leadership responsibilities or training opportunities. 

• Build workspaces that attract digital talent – this relates to the physical layout and 
appearance of the working environment. Flexibility and a dynamic appearance in the 
workplace inspires creativity and collaboration. Thought should also be given to 
allowing staff to work from home on occasions and flexible working hours. should do 
this in person, not just as a communication sent company-wide. 

• Create policies that support collaboration and knowledge-sharing tools – this can 
include encouraging staff to use platforms such as Facebook@work, Yammer or 
Sprinklr, or hardware preferences such as being to use your own laptop in the 
workplace. 

201 B 

The consultancy group Accenture wrote a report, in 2015, called “Accenture Technology 
Vision”. This report highlighted 5 emerging trends, which were shaping the digital 
landscape for organisations, on which business leaders should focus when developing 
digital strategies: 

1 The Internet of Me – users are being placed at the centre of digital experiences 
through apps and services being personalised. 

2 Outcome economy – organisations have an increased ability to measure the 
outcomes of the services that they deliver; customers are more attracted to 
outcomes than just simply to products, and this is what organisations should focus 
on. 

3 The Platform (r)evolution – global platforms are becoming easier to establish and 
cheaper to run. Developments such as cloud computing and mobile technology offer 
huge potential for innovation and quicker delivery of next-generation services. The 
rate of evolution is only going to increase. 

4 The intelligent enterprise – using data in a smart way enables organisations to 
become more innovative and achieve higher degrees of operating efficiency.  

5 Workforce reimagined – whilst greater use is made of smart machines, the role of 
human beings is not being removed altogether; they are simply being used in a 
different way. Ways need to be identified in which man and machines can work 
effectively together to create better outcomes. 
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