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INSTRUCTIONS:  Answer question one and any other three questions   

 

QUESTION ONE – (24 MARKS) 

Read the case study below and answer questions that follow. 

The Tough Leather Company (TLC) is presently faced with the problem of bringing about 

structural changes in order to implement its new strategy of forward integration through 

diversification in related areas. The company hired the services of a consultant who has gone into 

the problem in detail and has come up with a number of alternative plans for structural changes. 

The Company 

TLC was set up in 1980 as a public limited company by the Khan group of industries which set 
up a leather tannery at Kanpur. The Khans were originally in the trading business of raw hides 
and skins. During the previous decade, TLC has successfully emerged as a medium-sized 
company and has a good reputation as a reliable supplier of semi-finished leather. For the last 
five years, it has also entered the export market. 

The paid-up capital of TLC is Rs 1.3 crore and the current year’s sales are of Rs 5.25 crore, out 
of which Rs 45 lakh are accounted for by export earnings. The gross profit is Rs 75 lakh and net 
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profit is Rs 55 lakh. TLC plans to increase its sales in the next three years to the level of Rs 10 
crore. It is obvious that the company wishes to go in a big way for the export market. 

 

 

The Lure of Export Market 

The leather industry in India, in recent years, has faced an acute shortage of finished leather in 

the domestic market, specially of the bovine leather. The Government is aware of this problem 

and recently, a Ministry of Commerce Working Group suggested the phasing out of the export 

finished leather so that more value-added leather goods export can be encouraged. Even 

otherwise, there has been a sharp decline in the share of finished leather as a proportion of the 

leather export. The share of leather products is expected to rise considerably in the coming years. 

Germany, the USSR and the USA are considered as major export markets. 

The Proposed Strategic Plan 

Owing to the bright prospects in the export markets for leather products, TLC is planning to take 
advantage of low production costs and building up international competitiveness. It is felt by the 
company’s senior managers that the major emphasis will have to be placed on quality 
upgradation, strict adherence schedules, and attaining distinctiveness in designs and variety. 
Importance will also have to be given to developing trained manpower, dealing with shortage of 
good quality raw material, and modernizing and upgrading technology. 

The Structural Alternatives  

In order to implement its strategic plan, TLC has identified organizational structure as an 
important area which needs immediate attention. Exhibit C 2.1 depicts the present organization 
structure and the four alternative plans that the consultant has proposed. The consultant made a 
presentation to the executive committee and then made a brief report outlining his 
recommendations. 

The recommendations are based on four options that could be adopted. 

1. Add leather products as a section along with other processing sections within the 
production Department. 

2. Create a separate production unit for leather products under the Production Department. 
3. Create a Leather Products Department at par with other functional departments. 
4. Create a Leather Products Division at par with finished leather Division. 

Now, it is for the top management of TLC to decide which alternative plan to adopt. It is felt that 
the new structure will have to satisfy the requirements of the proposed strategic plan and also 
should not entail a heavy financial commitment at the present stage. 
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(a) In the context of Tough leather company (TLC) Discuss how forward integration through 
diversification can create a competitive advantage for the firm.  (12marks) 

(b) Giving reasons make a recommendation of an appropriate structure from the options 
given.          (12 marks 

QUESTION TWO – (12 MARKS) 

(a) Safaricom Ltd is reputed as one of the most profitable organization in East Africa. Giving 
examples, discuss Safaricom’s industry environment.    (12 marks) 

QUESTION THREE – (12 MARKS) 

(a) Discuss the role of organization behavior and its impact on strategy implementation. 
           (6 marks)   

(b) Explain the role of the following in strategic management:      
 
i. Board of directors       (3 marks) 

ii. Chief Executives       (3 marks) 

QUESTION FOUR – (12 MARKS) 
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a) Consider any industry of your choice, and point out the critical success factors for an 
organization in that industry.       (6 marks) 

 

 

 
b) Formulate objectives and devise measures of performance on the basis of critical success 

factors you have identified.       (6 marks) 

QUESTION FIVE – (12 MARKS) 

(a) Using appropriate examples, Discuss the relevance of Boston Consulting group (BCG) 
Strategic advantage model in strategic choice process.   (12 marks) 
 

 

 

 

 


