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STRATEGY, GOVERNANCE AND ETHICS
-

WEDNESDAY: 35 May 2016, Time Allowed: 3 howrs,
Answer ALL gquestions, Marks allécated fo each guestion are shiown at the end of the question.

QUESTION OMNE
SHUGA COMPANY LIMITED (SCL)

Shuga Company Limited (5CL) 15 one of the oldest sugar manofactuning companies o the Grent Lakes region of Afnca, The
company manufachures sugor from sugarcane which is mainly sowrced from over 60.000 registered awmarowers. The company’
operates a nucleus estide where 1 has planted sugarcape on more than 30060 hectares of land. SCL 15 100% owned by the
govemment. Mose of The sugar manufaciunng companies in the country where SCL opermites are owned by the povernment,
The tarmers’ voice is low since they have limited control of activities in SCL which is largely controlled by the government.

Thié directors of 3CL are appointed by the govermment. The cuirent board comprises 27 directors most of whom ane appousied
threigh local politicians. A recent governance aidit reveabed that 6 divéctors were secondary school dropouts;

The sedit nbso revealed that:

L Mo board member had adequate Anancinl management gualifications.

= Some board members were employess of the comipany and had voling rights,

. Twer board members had no appodntment letters;

= The chairman of the baard was running most of the day-to-diy activitics of the company.

L The term limits For the board members were not clear and some members had sened the Board for more than
M years.

- The chiel executive officer and other senior monagers were political appointess.

- SCL had no policy on sk isanagement, procurensent-and information: coommunication technology.

SCL and its coniracied farmers are yel iocembrace modern methods of famming. The oulgrowers goeatly rely on rim ig, gros
their sugarcane., Fain fed sugarcane tekes 3 times more wme to mature than sugarcane grown uging imigation. Lack of
pefTicient cane has resubbed o SCL shutting down the manufacturing plant most of the. times during the vear. A number of
cmiployees are wseally laid GFf during the shut downs, Some gl downs are however schedubed 1o allow for maimenance of the
imichines and boilers: These shut downs can last for severn] moenths leading (o 8 huge shofage of sugar in the marker.

The company has & capacity of producing 300,000 metric tonnes of sugar i o year. Howesver, it oily ' produces 00,000 meinie
tonnes, 3CL s highly inefficient, poorly governed and bas Tost goodwill from farmiers and emplovess. Due o the Tow pay per
pmeetric: tonne of sugarcane. delivered 10 the company, s contracted Fermers have résulied 1o delling their spgarcane to0is
competitors. This adds to SCL s woes since farmers are financed by the company fo gcquire farm inputs such as ferilizers and
seedlings with the hope that the company would réconer s money after the delivery of sugarcane and before making payimenis
for the sugarcane deliverad.

The compelivors of 3CL sse the: Bwest technology 1 manulhcture sugaer. BCL & company which used to controd T of the

market share wses:an- grohaic dechnology, For SCL fo return’ to profitabality, the company hes no chorce: bt 1o scquire an

integrated enferprise resource management software, With trade liberalization, competition has gone s notch  higher.
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More privale s, fetines ire being edablished which: pay employvess better and- farmeersd on lime. Business people ars
impuorting cheaper sugar which they sedl ata price beléw the cost of production it SCL. The company has in varous oecasions.
imported sugar which (L packaged and sold toothe lecal market instend of manutacturing sugarcane from focal formers, In some
iNsEANGEs, camings from imporred sugaEr cnded up in prvate secounts of the senior managers

Early in the vear 2013, the company suspended i number of employess implicared in irregulas termiiation aof contracts with
farmers, The cumipany lost 400 million shillings. mostly theooeh fegal swits. More money wis Iost as-the company ignored
gutdelines on priciyg. SCL s procurement systems did not conform to the governmnent’s procarement and disposal regulations.

Lither malpracices in the company inclode:

" A darge amount of sugar that ¢ manufiscwred by SUL leaves the stores of the company undoceniented. This is done

with the knowledge of senior management and security officials af the factory
-

= Collusion betweon:sugar distrborogs and senfor officials of SCL tonve imdocumented credin advances (o sedected
distrrbiiors,

L] Laxity incollecting <ales proceeds frome buyers in order 1o earn interest and kickbacks for safss officials,

. Mot hiarvesting conrneted  formers’ cane on time. A farmdr has toobaibe 5CLs employvess- for sugercane o be
harvested

SO s an imporant company e the-economy sintomany liveliboeds depend on thecoimpany for survival. The gevemmment in
the past oame up with mierventions which seem not o work. ome of these mierveniions are;

- The semming ug of meporatica uodds and panitive cestems duiy on impomed sugar.
- Writing of F loans 1o, millers such as SCL ond fanmers.

5, Aguiating SCL 1o settle debtd 1o farmers.

- Improving infrestruciuse such as roads in the sugar belts,

. Keduction i 1 s on row matenials and capifal mputs,

It is evident that for SCL to be saved frem collupse, more sirategies need to- be developed. Mere lip service will not help
turnaround o company which was once o gem in the sugar belt

Heguired:

iak With the use of suilable cxamples, lustrate how the code of poveérnance for siate corpbralions in your couniry. has
been fonted by SCL (12 marka)

L] Explain five fveasures that SCL shouid purin plece toensune that the company i competitive in the markes. {3 marks]:

1<) Suppest six-remedies available 10 5CL where direciors are foond culpable of breaching fiducrary dulies, {6 marks)

full Assuming thot vou are a corporate sirateey consuliant ond 53CL has approsched you for sdvice on modemisation of
the company™s opeations, suggest six modules that should be incloded in the integrated enterprise resoqrnce
manggement software foe the company {12 marks)
&l Assess five unethical praciices propagated by various agents of 5CL. {5 marks}

{Toral: 40 marks)
QUESTION TWO

il Ciistinguizh between the following types of conflict of inerest
ik “detunl™ and “potentinl™ conlMict of mierest, {2 marksy
(il “Personal™ and “impersonal” conflict of interest. (2 marks}
b} With the use of a well labelled diagram, describe John Kotter's 8-step process for leading change, {11 marks}

{Todal: 15 marks)
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QUESTION THREE
{al Explain the term “social audit™ in relation to an organisation’s performance. 12 marks]
i Dhespite the exisence of both Tegsl and regulatory frameworks governing. the vperations af. companies. many

companies sontinue tcollapss dud to frmpd and mismanagenient.
With reference o the above statemens, discoss four chalenges facing company repulalors i vour couniey, (8 marks)
{ci iinnapement 18 & somor,

ustify the shove statement (5 miarks)
{Toml: 15 marks)

OUESTION FOM R
i) Explain five roles of the Board inenterprise rsk management {ERM]. L3 arks]
{bi Cormupsion has becopse endemic In many counirics:

In relation o the above stitement, assess-wiiys 0 which the utilitasan theory could he applied to acdress cormaptioen 1n
wIler Cumniry., i'5 mirks)

icl Describe five puidelines o -be followed while developing a Contrd systemin i organisation, (5 marks|
{Total: 15 marks|

DUESTION FIVE
fmi Business axcellence involves developing and strénpthening the management sistems and processes of an organisation
o improve performance and create value addivon 16 slakeholders,

W ith reference 10 the above statement. illustrate the Baldrige Critesta for perfermance excellence madel, (1) marks})

£b) Ynalyse the steps followed wile Tormulating @ corporile strsbegy. (5 marks )
i Toeal: 15 marks)
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