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Read the follo*ing case and answer the questions given below

ABC Compinv
Background

ABC compary is arr accountancy and management consultancy business with about

170 gmployees. About halfthe employees are accountants or professional consultants

and the rcmainder arc support staff. The firm has four departnents whioh handle

custome$' business, with one department responsible for each ofthe following areas:

Public seclot 39 staff

Small business (under Rs- 1 million annual tumover) 40 staff

Large business (over Rs. I million annual turnover) 40 staff

Charities and other not-for-profit enteryrises 25 staff

The Latge business department has traditionally becn the major department, but in

recent years the main expansion of the business has been in the Small businesses

depaxtment, for retail businesses in particular. There is now a proposal to split the Small

busin€ss department into two new departments, dealing with retail and non-retail

respectively. The new Retail sma1l business deparbnent will b€ fomed from about half

ofthe Small business deparhnenls cursnt staff with staffmembers expccted to dse to

35 tluough new posts. Thjs new deparlment will be housed in new premises (yet to be

found) but within one mile ofthe curlent ofoffrces. A project it'beiog set up to:

.. find premises.

. agree the requirements ofthe section fol the next Iive years.

. plan and estimate the costs ofthe move.

r procure al1 the equipment, including the equipment.

. occupy the new premises is stages.



2.

The fimr is run b1' an executivc board consisting of the mirnaging ditecror (

parmer). the four heads of dcpafimcltts (also partners). the humar rcsomces

the inl'ormatioll systems (lS) manager and the financial director (also a

sponsor 1br thc .elocalioll project is the head ol.the Small busjncss
financial director has beet very kecn on setting up the new departrtent,

managing director took some pe$uading to suplort the splil and the move.

rnarlagersees thc mo\s,15 an opforunit) ro errend lhe Ltse of I I in rhc

to begin a move to a ,,state o{ the art" I L platlbrm. Curentlv llrere are i

system on job-prcgrcssj company acooutts and payroll. The Il. platforn is a

networkcd system allowing ille sharing ancl transfer and electronic mail. A leaili

respected consultant lrom thc Small business dcpafirnent has bcen dcsignaled
manager and the proiect should bc complercd in cight monlhs.

a) Hou) much conlact, and of wllat t).pe_ wouid ]-ou expect between the

manager and sponsor?

b) Who are thc key stakeholders oD the executive board, and uhat contacl

you expect betwcen then and the projccl manager?

c) What other spccial considerations arc thero lbr the Foject managet?

(i0
d I whit tbmat rrpo,rirg nrig\t he erpcctedl

(04

(Totat 22

. .. ..tut ryut{ ^e \ lt ,n rquilihriun
Ilased on the above statement identify and explai11 the maiD constrainls
('perate on evcr) projcct.

b) List and cxplain the characleristics ofa ptojects with approp.iate exanple.

c) Explain the diilbrert types ofproject cvaluation nith appropriate exalnpie.

(06

(Total 20



"A project appraisal would co sist ofchecking in detail the ralidity ofthe ptoject in dll

ils aspects in otdet ta'tecommend acceptance".

Based on the above statement identify and expLain the major aspects to be coosidered in

the app@isal of a project.

(Marks

10)

"Rish and unce ainly are present in most projects'

Define the term "Risk" and "Urcertaiffy" and explain the ways thrcugh which the

manage$ try to manage risk and achievc projeci success.

{Marks l0)

(Total 20 Marks)

ABC, Ltd. is a rnanufacturing company engaged in the manufacturing of valves. They

have been in the business for last 3 years and have been manufacturing only one 1]?e

ofvalves. They started their business initially with sales of 10,000 valves per month

and now they have grown the volume to about 50,000 valves per month. They have

been buying all the raw matedal for the valve and were doing all the manufacturing in

house. Now they have established themselves in the narket and are plallniog to expand

ard produce different varielies oI val\ e5.

Mr. Mohan is the production head of ABC Ltd. and has been successful with the

production and the level is continuously inoreasing, But'in recent times, he is facing

the problem ofquality complaints which have gone up fron average 0,2 0/o in previous

2 years to 0.5 % tlis year. Also, he is finding that there is a high level of dissatisfaction

among the workers regarding workload as well as sal4ry leveis. The workers axe

regularly complaining about the over worf

/
In orde( to address some issues of the company Mr. Mohan is considering

compute zing the company's ordering inventory and billing procedures. He estimates

that the annual savings ftom computerization include a reduction of ten clerical

employees with annual salaxies of Rs. 45, 000 each. Rs 24, 000 from reduced

production delays caused by rav/ malerials inventory problems Rs. 36,000 from lost



sales due to,invelltory stock outs and Rs. 9,000 associated wilh timeh
ptocedures. The purchase ptice ofthe system is Rs.750. 000 includins free j
'l'his oullay will bc capitalized (depreciatcd) on a straighl - line basis to a zeio

salvage value which is also its markel value at the end of five ycats. Operation
new system iequires two computer specialisis with annual salfiies ol Rs. I
person. Also annual maintenance and operating (cash) expenses of Rs.16.000

eslimaled to be required.

'l'he company's ta\ rate is 40o% and its required rate ofretum (Cost ofcapital)
projecr i\ I20u.

Rased on the above case infomation answer the following questions.

a) Advise whctirer the company should computerize its system (Using NpV, and
pcriod methods).

(08 I

b) Find the projects cash lows and NpV assumirg that the s],stcm can be sold for

75.000 at the end of fi\,e -years even though thc book salvage value u,ill be zero.

(10

(Total l8

The Centre tbr External l)egrees and Extension Courses ofthe EUSL has
some portions of the building occupied by the Faculty of Commeru
Management in the old facuhy premises :urd it is planned to turn it inh
admiristrative zone ofahe Centre lbr Exterral Degrees and Extension Courses.
table below shows a list ofthe req;fitd activities. wjth their immediare
estimated l]uman resources and duration td'



Activity Preceding activity Duration (days) No. of men

4 9
B 5

c 6 4
D B 8 4
E B 4 5

F C 2 6

G 5 7

H D 4 6

E,F 4 5

J E,F 6 4
K G, I{, I 3 10

L J,K 7 8

M E,F l0 6
N I, 4 7

Draw up the network diagram and identify the critical path and the duration of
the project.

(08 marks)
Based on the above information, oalculate the total human rcsource required for
this Foject.

(06 marks)
If the human resource availability is 15 men per day, hqi, would you adjust the
activities?

(06maiks)

(Total 20 marks)


