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SUGGESTED ANSWERS TO QUESTIONS 

SECTION – A 

      

1. 

(i) (C) 

(ii) (D) 

(iii) (C) 

(iv) (A) 

(v) (D) 

2. (a)   

The terms ‘performance management’ and ‘performance appraisal’ are sometimes used synonymously, but 

they are different. Performance management is a comprehensive, continuous, and flexible approach to the 

management of organizations, teams and individuals which involves the maximum amount of dialogue 

between those concerned. Performance appraisal is a more limited approach which involves managers 

making top-down assessments and rating the performance of their subordinates at an annual performance 

appraisal meeting.  

Components of Performance Management:  

 

 

 

 

 

 

 

 Performance Planning: 

Performance planning is the first crucial component of any performance management process which 

forms the basis of performance appraisals. Performance planning is jointly done by the appraiser and 

the reviewer at the beginning of a performance session. During this period, the employees decide upon 

the targets and the key performance areas which can be performed over a year within the performance 

budget, which is finalized after a mutual agreement between the reporting officer and the employee. 

Organizations using Balance Score Card (BSC), drill Key Performance Indicators (KPIs) down the 

hierarchy so that each employee is responsible for definite results (called Key Result Areas or KRAs). 

 Performance Appraisal and Reviewing: 

The appraisals are normally performed twice a year in an organization in the form of mid reviews and 

annual reviews which are held at the end of the financial year. In this process, the appraisal first offers 

the self-filled up ratings in the self-appraisal form and describes his/her achievements over a period in 

quantifiable terms. After the self-appraisal, the final ratings are provided by the appraiser for the 

quantifiable and measurable achievements of the employee being appraised. The entire process of 

review seeks an active participation of both the employee and the appraiser for analyzing the causes of 

loopholes in the performance and how it can be overcome.  

 Feedback on the Performance followed by personal counseling and performance facilitation: 

Feedback and counseling is given a lot of importance in the performance management process. This is 

the stage in which the employee acquires awareness from the appraiser about the areas of 

improvements and information on whether the employee is contributing to the expected levels of 

Performance appraisal Performance management 

Top-down assessment Joint process through dialogue 

Annual appraisal meeting Continuous review with one or more formal reviews. 

Use of ratings Ratings less common 

Monolithic system Flexible process 

Focus on quantified objectives Focus on values and behaviors as well as objectives. 

Often linked to pay Less likely to be directly linked to pay 

Bureaucratic - complex paperwork Documentation kept to a minimum. 

Owned by the HR department Owned by line managers. 
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performance or not. The employee receives open and very transparent feedback and along with this 

the training and development needs of the employee are also identified. The appraiser adopts all the 

possible steps to ensure that the employee meets the expected outcomes for an organization through 

effective personal counseling and guidance, mentoring and representing the employee in training 

programs which develop the competencies and improve the overall productivity.  

 Rewarding good performance:  

This is a very vital component as it will determine the work motivation of an employee. During this 

stage, an employee is publicly recognized for good performance and is rewarded. This stage is very 

sensitive for an employee as this may have a direct influence on self-esteem and achievement 

orientation. Any contributions duly recognized by an organization help an employee in coping with 

the failures successfully and satisfies the need for affection. 

 Performance Improvement Plans: 

In this stage, fresh set of goals are established for an employee and new deadline is provided for 

accomplishing those objectives. The employee is clearly communicated about the areas in which the 

employee is expected to improve, and a stipulated deadline is also assigned within which the 

employee must show this improvement. This plan is jointly developed by the appraiser and is 

mutually approved. 

 Potential Appraisal: Potential appraisal forms a basis for both lateral and vertical movement of 

employees: 

By implementing competency mapping and various assessment techniques, potential appraisal is 

performed. Potential appraisal provides crucial inputs for succession planning and job rotation. 

2. (b)   

Four Perspectives of BSC 

The objectives and measures view organizational performance from four perspectives - (a) Financial, 

(b) Customers, (c) Internal Business Process, and (d) Learning and Growth. 

 Financial: 

The financial perspective serves as the focus for the objectives and measures in the other scorecard 

perspectives. This perspective is concerned for profit of the enterprises. Under this perspective the 

focus will be on financial measures like operating profit, ROI, residual income, economic value-added 

concept, revenue growth, cost reduction, asset utilization etc. These financial measures will provide 

feedback on whether improved operational performance is being translated into improved financial 

performance. 

 Customer: 

This perspective captures the ability of the organization to provide quality goods and services, the 

effectiveness of their delivery, and overall customer service and satisfaction. The needs and desires of 

customers have to be attended properly because customers pay for the organization’s costs and 

provide for its profits. This perspective typically includes several core or generic measures that relate 

to customer loyalty and the result of the strategy in the targeted segment. They include market share, 

customer retention, new customer acquisition, customer satisfaction and customer profitability.  

 Internal Business Processes: 

This perspective focuses on the internal business results that lead to financial success and satisfied 

customers. To meet organizational objectives and customers’ expectations, organizations must 

identify the key business processes at which they must excel. Key processes are monitored to ensure 

that outcomes will be satisfactory. The principal internal business processes include the following: (a) 

Innovation processes for exploring the needs of the customers. (b) Operation processes with a view to 

providing efficient, consistent, and timely delivery of product/ service. (c) Post service sales 

processes. 
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 Learning and Growth: 

This perspective looks at the ability of employees, the quality of information systems, and the effects 

of organizational alignment in supporting accomplishment of organizational goals. Processes will only 

succeed if adequately skilled and motivated employees, supplied with accurate and timely 

information, are driving them. To meet changing requirements and customer expectations, employees 

may be asked to take on dramatically new responsibilities, and may require skills, capabilities, 

technologies, and organizational designs that were not available before. The learning and growth 

perspective identifies the infrastructure that the business must build to create long-term growth and 

improvement. There will be a focus on factors like employee capability, employee productivity, 

employee satisfaction, employee retention. 

Types of Information Required for BSC  

BSC emphasizes that financial and non-financial measures must be part of the information system for 

employees at all levels of the organization. BSC can be used to improve strategic performance in 

several ways: 

 The process of developing activity measures will make individuals and divisions more aware of how 

their work fits in with the strategy of the business. 

 Individuals and divisions should receive regular reports of their performance against BSC measures 

relevant to their area of work. This will help them moderate their own performance. 

 Senior management should receive regular information on the organization’s overall accomplishments 

against BSC measures to ensure that strategy is being followed 

 Outside stakeholders may also have access to BSC measures help them form a fuller impression of the 

organization’s value 

The main types of information required by the managers to implement the balanced scorecard approach to 

performance measurement are: Customer Perspective - How do customers see us? - Price, quality, delivery, 

customer support etc. Internal Perspective- Where we must excel at? - Efficiency of manufacturing process, 

sales penetration, new production introduction, skilled manpower etc. Learning and Growth Perspective - Can 

we continue to improve and create value? - Technology leadership, cost leadership, market leadership, 

research and development, cost reduction, etc. Financial Perspective - How do we look at the shareholders? - 

Sales, cost of sales, return on capital employed, profitability, prosperity etc.    
      

3. (a)   
 

Monopoly price = Rs. 368  

                   

3. (b)   

The NCAER Study on Corporate Distress Prediction prescribed the following three parameters for predicting 

the stage of Corporate Sickness: 

(i) Cash profit position (a profitability measure). 

(ii) Net working capital position (a liquidity measure). 

(iii) Net worth position (a solvency measure). 

In the given case, we need to judge the above-mentioned parameters to ascertain the stage of the sickness of 

the company.    
 

(i) Cash profit = Rs. (16 crores). 

(ii) Net Working Capital = Rs. (20.80 crores).   

(iii)  Net Worth = Rs. (19.20 crores). 

 Given that all three parameters are negative the firm is fully sick.    
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4. (a) 

(i) Given the information about np-Chart, we can derive p-Chart by dividing limits of np-Chart by n. 

Therefore, LCL and UCL of p-Chart are as follows: 

LCL = 0.272 

UCL = 0.413 

(ii)          

I. The demand function of the firm is p = 16 –2x
2
and its slope is -4x. It means that the firm has a 

negatively slope demand curve which is that of a monopolist firm.  

II. Profit will be maximum when quantity produced is 2. 

Total loss will be Rs. 1.67 Thousand.    

4. (b)   

Supply Chain Management encompasses the planning and management of all activities involved in sourcing, 

procurement, conversion and logistics management activities. Importantly, it also includes coordination and 

collaboration with channel partners, which can be suppliers, intermediaries, third party service providers, and 

customers. In essence, Supply chain Management integrates supply and demand management within and 

across companies.           

Objective of Supply Chain Management: 

(i) Supply chain Management takes into consideration every facility that has an impact on cost and plays 

a role in making the product conform to customer requirements: from supplier and manufacturing 

facilities through warehouses and distribution centers to retailers and stores. 

(ii) The supply chain management is to be efficient and cost-effective across the entire system; total 

system wide costs from transportation and distribution to inventories of raw materials, work-in-

process and finished goods are to be minimized. 

(iii) Finally, supply chain management revolves around efficient integration of suppliers, manufacturers, 

warehouses and stores; it encompasses the firm’s activities at many levels, from the strategic level 

through the tactical to the operational level.         

Component of Supply Chain Management: 

The five basic components of Supply Chain Management are: 

1. Plan: This is the strategic portion of SCM. You need a strategy for managing all the resources that go 

toward the meeting customer demand for your product and services. 

2. Source: Choose the suppliers that will deliver the goods and services you need to create your product. 

Develop a set of pricing, delivery and payment processes with suppliers and create metrics for 

monitoring and improving the relationships. 

3. Make: This is the manufacturing step. Schedule the activities necessary for production, testing, 

packaging and preparation for delivery. 

4. Deliver: This is the part that many insiders refer to as logistics. Coordinate the receipt of orders from 

customers, develop a network of warehouses, pick carriers to get products to customers and set up an 

invoicing system to receive payments. 

5. Return: The problem part of the supply chain. Create a network for receiving defective and excess 

products back from customers and supporting customers who have problems with delivered products.

   

SECTION – B 

5.       

(i) (A) 

(ii) (A) 

(iii) (C) 

(iv) (A) 

(v) (A) 
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6. (a)  
 

Value of Inventory D 70,000      

 

6. (b)  

(i) The total value of the firm = Rs. 4088457       

(ii) The equity value is Rs. 21,88,457 

(iii)  The price per share would be Rs. 10.94. 

 

 

7. (a)  

Purchase consideration:- 

 Mamta Ltd.  = D 13,23,000 

 Samta Ltd.   = D 6,30,000 

 

7. (b)  

Increase in earnings per share = Rs. 0.0988.    

 

8. (a)  

(i)  

Particulars Red Label Limited Green Label Limited 

Market Price of Shares (Before Merger) Rs. 120.00 Rs. 80.00 
 

(ii)  

The market price per share of RLL post-merger Rs. 143.50  
 

(iii) 

Since the market price of RLL share after merger has gone up to Rs. 143.50 from Rs.120, 

the shareholders of RLL will be better off. 
 

(iv) 

With synergy gains, PAT of RLL post-merger will increase by 20% 

EPS 

Given Price/Earnings Ratio-Post merger 

The market price per share of RLL post-merger (with synergy gains) 

 

8. (b)  

Price/Earnings Ratio D 5.93 

 

 

 

____________________________ 

 
 

  

Rs. 27.55

Rs. 456.66

Rs. 189.82

Rs. 6.89


