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CASE STUDY PRACTICE QUESTIONS

QUESTION-1

Overview
Techthere4U Co (TT4U) is a firm of information technology consultants founded 20 years ago. Initially offering advice 
on computer efficiency and security, the company has expanded to offer a range of services, including technology 
support and data hosting. It currently employs 75 staff members which have grown from six since its establishment. 
TT4U has based its success in the past on its good knowledge of clients’ businesses and its ability to match the solutions 
it provides with business requirements. TT4U has had a diverse client base, operating in a wide variety of industry 
sectors. 
The four consultants who initially founded the company remain on the board in key executive roles. The board is 
constituted as follows: 

Board role Comments
Chairman and non-executive director law firm Chief 
executive officer (CEO)

Appointed two years ago, partner in a large Original founder

Services director (SD) Original founder, leads TT4U’s team for smaller businesses
Marketing director (MD) Original founder, leads TT4U’s team for larger businesses
Information technology director (ITD) Original founder, leads TT4U’s public sector team
Finance director (FD) Appointed four years ago
Non-executive director Appointed two years ago, former partner of a large accountancy 

firm
Below board level, operational staff are allocated to one of the three teams serving particular types of client. Teams 
are led by the relevant founder-director for that team. 
Two years ago, the company achieved a listing on its national stock exchange for smaller companies. TT4U is compliant 
with the corporate governance code enforced by this stock exchange. The founder-directors continue to own a majority 
of shares, but the company now also has external shareholders. Some of these external shareholders have indicated 
that they would like to see the company achieve a full listing on the main national stock exchange within three years. 
TT4U’s CEO believes that TT4U needs to undergo an internal transformation in order to be able to retain current clients 
and deliver the expansion required to obtain a full listing. She believes that the company’s current structures are now 
insufficient to respond quickly enough to changes in the external environment and meet clients’ evolving demands. 
TT4U’s board has decided to engage an external consultancy firm, Stub field, to help in evaluating various strategic 
options and advising on decisions. You are the leader of the team from Stub field, responsible for producing sections 
of a report and various other documents. 
The following exhibits provide information relevant to the case study. 
Exhibit 1:	 Transcript of directors’ meeting about issues to be discussed with Stub field consultants. 
Exhibit 2:	 Summary of Mieobed client approach devised by Business Tomorrow magazine.
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Exhibit 3:	 Blog on IT consultancy sector on Business Tomorrow magazine website.
Exhibit 4:	 Extract of results of client survey. 
Exhibit 5:	 Discussion of threatening letter about TT4U’s largest client, Rex Investments. 
Exhibit 6:	 Appraisal of cloud services investment prepared by the recently appointed assistant to the finance director.
The case requirements are included in the tasks below: 

1. 	�TT4U’s chief executive officer is concerned about the possibility that major contracts will not be won or
renewed and would like your views on what the main risks are for TT4U.
Required:
(a)	� Prepare briefing notes for the board which analyse the main risks which threaten TT4U being awarded new

contracts and retaining current contracts.� (8 marks) 
	�Professional skills marks are available for demonstrating analysis skills in establishing the risks relating to 
TT4U.� (2 marks) 
		�At the recent directors’ meeting, the information technology director proposed that TT4U should develop 
new services in relation to the Internet-of-things. The services director proposed that TT4U should focus on 
winning more government sector work. The chief executive officer wants your report to include consideration 
of these two strategic options. 

Required: 
(b)	 Prepare a section of your report which evaluates the two strategic options proposed by the directors.

(12 marks) 
Professional skills marks are available for demonstrating evaluation skills in using professional judgement 
to objectively appraise the two strategic options proposed by the directors.� (4 marks)
		�TT4U’s chief executive officer would like to have an independent external view on what was discussed at 
the meeting about the threatening letter. In particular, she doubts the views of the marketing director that 
TT4U can simply rely on its data controls. She is also uncertain whether TT4U should disclose nothing to 
Rex Investments, as the marketing director suggested. 

Required: 
(c)	 Prepare a confidential email for the chief executive officer which: 

	� advises on the actions which TT4U can take to ensure that the controls on the confidentiality of data 
operate effectively; and 

	� discusses the risks and ethical issues relating to communicating the threat to the client, Rex Investments. 
(12 marks)

Professional skills marks are available for demonstrating scepticism skills in challenging the views of the 
marketing director.� (3 marks)

(41 marks)

2. 	�The assistant to the finance director has prepared a summary of the investment appraisal of the planned
development of TT4U’s cloud-based services. The chief executive officer has given you a summary of the
analysis which has been prepared, as she is unsure whether it is satisfactory. She also wants you to brief
the board on how the new services should be e-marketed.
Required:
(a)	 Prepare a section of your report which critically evaluates the investment appraisal produced by the finance

director’s assistant.� (8 marks) 
Professional skills marks are available for demonstrating scepticism skills in questioning the investment 
appraisal prepared by the finance director’s assistant.� (2 marks) 

	 (b)	 Prepare briefing notes for the next board meeting which recommend how e-marketing can be used to attract 
and retain clients for TT4U’s new cloud-based services.� (10 marks) 
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		  Professional skills marks are available for demonstrating commercial acumen skills by showing awareness 
of effective methods for e-marketing the new cloud-based services.� (3 marks) 

� (23 marks) 

	 3.	� The chief executive officer believes that TT4U’s current structure will have to change if TT4U is to 
introduce the new Mieobed approach to client relationships successfully. The chief executive officer 
knows that she must take ownership of the transformation. She feels, however, that she needs guidance 
on the transformation process and how she should lead this process, including communicating the need 
for change to employees. 

	 Required: 
	 (a)	 Prepare an email for the chief executive officer which advises her on the responsibilities and activities 

involved in preparing for and implementing the transformation of TT4U effectively.� (10 marks) 
	 (b)	 Prepare a letter to all employees, which will be signed by the chief executive officer, explaining: 

	� the benefits of implementing the new Mieobed approach for TT4U and its employees; and
	� the main changes to team structures and behaviours below board level which the new Mieobed approach 

will require.� (10 marks) 
		  Professional skills marks are available for demonstrating communication skills in persuading employees of 

the benefits of TT4U adopting the new approach in its working practices.� (3 marks)
	� The chairman wants the board to be briefed on aspects of corporate governance which need to change if the new 

Mieobed approach to client relationships is to be introduced successfully. 
	 Required: 
	 (c)	 Prepare briefing notes which advise the board on the changes required to: 

	� the membership of the board; and
	� the information supplied to the board 

		  to reflect TT4U’s developing business needs and to make TT4U more responsive to its clients’ needs.
� (10 marks)
		  Professional skills marks are available for demonstrating commercial acumen skills in identifying changes 

to the membership of the board and information supplied which are realistic for TT4U and will generate 
better relationships with clients.� (3 marks)

� (36 marks)
Exhibit 1:	� Transcript of directors’ meeting about issues to be discussed with Stub field consultants that they may 

exceed their remit.
Chief Executive Officer (CEO): Nevertheless, some of our investors have communicated the view that we need 
external advice about our business. They feel that we’re too reliant on existing business from our long term clients. 
We should be providing more new services and winning new clients. 
We’ve advanced discussions on developing our new cloud-based services. This will enable us to extend the cloud-based 
services we provide. You’ll recall these include provision of private clouds for specific clients and cloud integration 
services, enabling clients to connect their data and applications and give them more flexible access to their data 
resources. We have available an appraisal of our planned investment.
Finance Director (FD): As you’re aware, I’ve been on sick leave so didn’t prepare the appraisal myself. Johan, who 
recently joined the department to assist me, carried out the appraisal. I haven’t reviewed the appraisal in detail yet. 
However, I see at a glance that the payback period is just outside the three-year limit that we set.
Marketing Director (MD): I’ve called this meeting to discuss the areas that we want Stub field consultants to consider. 
I know that some of you feel that Stub field will be looking at areas of our business where we shouldn’t need advice 
and that they may exceed their remit.
I had hoped to come today with some proposals for marketing the cloud-based services. However, I’ve been spending 
a lot of time dealing with Rex Investments, which, as you know, is a very difficult client. I think our launch of these 
services must make a big impact as a means of attracting the new business we need for expansion.



66
Strategic Business Leader (Question Bank)

CEO As you remember, I asked for suggestions from yourselves about areas where we can expand further. I’ve received 
two proposals, one relating to the Internet-of-things and the other to government sector work. 
IT Director (ITD): We need to look beyond cloud-based services and expand in an area where we can show 
we can provide fresh solutions. I’d be very excited about us developing more expertise and services relating to 
the Internet-of-things. There is massive potential for extending internet connectivity beyond standard devices 
to everyday objects,such as household appliances, and making the most of the data they can generate. There are 
so many possible sectors – health, construction, transport, agriculture – where there are opportunities that we 
can explore.
Services Director (SD): I think we should focus on winning more government sector work. A lot more is available 
now and we already have some work on which we can build. We have the size and range of services to be looking 
at winning much larger contracts. I believe we are in a position to become a trusted partner for government. The 
government sector is less demanding of innovation than the private sector. It is therefore a lower risk option for 
us, as we can secure the contracts by strong service performance without the risks attached to market leadership 
in new services. 
CEO Now I would like us to consider the is sues raised by the recent client survey. I very much regret that we haven’t 
carried out a survey like this for some years. For me, it highlights the need to transform our business to bring our 
clients much closer to us. 
I intend that we should move forward by adopting the Mieobed approach to engaging with client stake holders in our 
sector, which Business Tomorrow magazine devised. The approach is based on building open and sharing relationships 
with clients that help them create new sources of value for their business. 
SD I assume you’ll be considering how staff should be persuaded to buy into the transformation before the new 
approach is implemented. 
CEO I shall, and I shall also be looking at how we operate as a board. Three directors currently combine board 
responsibilities with operational line management of teams. This is a model which we’ve had since we started, but it 
may not be appropriate any more. I also want to look at the way TT4U is structured as a whole. I think we ought to be 
much more of a matrix organisation, which should result in better communication and mutual learning.
SD I certainly agree internal communication could be improved. I know staff are told not to sit at the same desks 
each day, but to sit at different desks next to different people. However, we all know the three teams sit in the 
same areas each day, separate from each other. We have our intranet, but the lack of contributions from staff on it 
is embarrassing. 
MD I think we need to go much further than having one-off client surveys. We need to be considering the current 
state of relationships with clients as an agenda item at every board meeting. We have to develop key performance 
indicators beyond clients gained and lost each period, so that we have a better idea of how we are performing in the 
are as that most affect client satisfaction. 
We must also consider how we are perceived in relation to our competitors. Although we do have a regular report on 
competitors’ new product offerings, that doesn’t tell us how satisfied our clients are with our services in comparison 
with the services our competitors offer. 
CEO Thank you for your contributions. I shall ask Stub field for their views on the risk sthat we face and the strategic 
options that we’ve discussed, as well as how we can introduce the Mieobed approach successfully.
Exhibit 2:	 Summary of Mieobed client approach devised by Business Tomorrow magazine

Mission-driven 
Driving strategy and attracting client stakeholders by a strong mission 
Interactive 
Participation of clientstakeholders enhancing our organisation and theirs 
Empowering 
Enabling client stakeholders to realise personal and organisational potential 
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Open Building on the knowledge and experience of client stake holders by sharing and collaborating 
Boundaryless Taking client stakeholders on a journey beyond existing boundaries, to transform their operations and 
unlock value in new areas 
Ethical Founding client stakeholder relationships on responsiveness, fairness, honesty, responsibility and transparency 
Data-focused Maintaining tight security of client stakeholder data whilst enhancing its accessibility

Exhibit 3:	 Blog on IT consultancy sector on Business Tomorrow magazine website 

Business Tomorrow
Not just services, but service By Abby Urquhart 
How can IT consultants stand out? 
IT consultants are struggling to come to terms with what their client stake for granted. The days when they can sell 
themselves on the basis of being practical business advisers rather than IT experts are long over. Consultants need 
not bother tendering for work unless they can combine strong client and business sector knowledge with awareness 
of the latest applications. 
Is leading innovation in cloud-based services the way forward? 
Anyone who is marketing themselves as having distinctive capabilities in helping clients set up on the cloud has clearly 
been left well behind. Clients are now expecting the full package of cloud maximisation services. 
Is the Internet-of-things an area firms can develop? 
The Internet-of-things, extending connectivity and networks to traditionally non-internet connected objects such as 
cars and household lights, has been the next big development for some time. However, a number of sectors have clear 
needs for enhanced communication and monitoring. The medical sector has been eager for applications which enable 
remote health monitoring and notifications if emergencies arise. The building sector has been keen to develop devices 
which oversee electronic systems within homes and offices to detect fire risk or wasteful energy usage. 
Involvement though remains risky. Development is driven more by technology than its usefulness for business 
transformation. There are also the security and surveillance concerns, the dislike of being watched by inanimate objects. 
Is client service still important? 
Business Tomorrow’s recent survey suggests that client service remains a problem for many consultants. Our survey 
shows that the consultants who are responsive, who use business approaches of client participation and mutual 
development like Business Tomorrow’s Mieobed approach, are making the largest profits. 
What business is available for firms providing top-class service? 
Lots of work. There are more longer-term government sector contracts available than ever before. These contracts 
won’t be won or retained if firms don’t meet government’s ever-stricter service requirements. Ultimately firms cannot 
take for granted any of their clients’ continued business. Many firms have seen long-term relationships with clients 
end recently. The loyal client, previously prepared to put up with less than excellent service, no longer exists. 
Like 85 Dislike 9 
Comments (2) 
Ken Yardley: Firms I’ve dealt with often don’t seem to get the basics of communication right. They don’t answer 
their phones. They don’t respond to emails within 24 hours. They don’t listen to what I’m asking or telling them. 
Xin Chan: The reason why Internet-of-things hasn’t developed as quickly as expected is that many applications don’t 
survive the pilot stage, since many businesses’ systems are not able to cope.
Exhibit 4:	 Extract of results of client survey 

TT4U % Comments
Service provision flexibility Excellent

Good
Average
Poor

17 
56 
16 
11

‘Service provision was exceptionally good when they first started 
advising us. But now we just seem to be getting the basic service.’
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Innovation Excellent 
Good 
Average 
Poor 

9 
57 
22 
12

‘TT4U seems good at, and comfortable with, providing the same 
services that it has always provided. If I wanted new services, I’d 
certainly go elsewhere.’

Information provision Excellent 
Good 
Average 
Poor

20 
53 
20 
7

‘For an IT consultancy, its website is really poor – it lacks detailed 
information about services, difficult to navigate.’ 
‘Its website does look old-fashioned and hasn’t changed much for 
ages. It’s noticeable that other consultants’ websites are interactive 
and appear to evolve in response to what users want.’ 
‘They don’t make enough use of messaging and social media.’ 
‘How much you’re told about what they’re doing seems to depend 
on the staff involved.’

Staff
Knowledge Excellent 

Good 
Average 
Poor

41 
38 
15 
6

‘They appear to know our business well and how to make best use 
of the technologies we have.’ 
‘I’ve marked them down because they don’t appear to know about 
their own services. I’ve asked staff on various occasions about other 
services I know TT4U provides and they have had to ring round the 
office for an answer.’

Responsiveness Excellent 
Good 
Average 
Poor 

20 
30 
28 
22

‘Emails are never answered the same day.’ 
‘They often answer the question they wished you’d asked rather than 
the question you did ask.’ 
‘You know you can always talk to the services director when you 
need to. I like how he’s always kept in touch with us.’

Proactiveness Excellent 16 ‘We call them, they never call us.’ 
Good 47 ‘I would have liked them to have told us that we needed to 
Average Poor invest in new systems before our old systems became 
22 
too slow and unreliable.’ 
15 
‘Some staff members really make you feel you’re working with them as a team. It’s not consistent across the whole 
company, sadly.’
Exhibit 5:	 Discussion of threatening letter about TT4U’s largest client, Rex Investments 
IT director (ITD) We’ve had an anonymous threat to reveal confidential data on Rex Investments unless we pay $20,000. 
Marketing director (MD) Surely we’ve received threats like this before and nothing has come of them? 
ITD We have, but this is a much more specific threat. It is quite detailed about the data. We do hold the data and it is 
confidential. 
MD We must have all the necessary control sin place – anti-virus software, passwords, etc. 
ITD I’m confident that the controls we need are there. 
MD Then we don’t need to pursue this further. Who ever’s making the threats didn’t get the information from us. We’re 
computer consultants. Of course we have complete and fully-functioning controls. The one thing I’d say is that we 
shouldn’t tell Rex Investments about this. As you know, they are our largest client. Relations with them are difficult 
enough at the present. If we tell them, it shows we don’t believe our own systems are secure. It will give them a very 
good reason to terminate our contract. 
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Chief executive officer (CEO) I nevertheless believe that this could be a serious risk for us. I don’t think we can just say 
that we have controls. We need to have strong assurance they are operating as they should be. If our controls haven’t 
been working, we have to try to detect who’s accessed the information. I’ll ask Stub field for views on these issues.
Exhibit 6:	� Appraisal of cloud services investment prepared by recently appointed assistant to the finance director 

Net present value calculation 
Notes: 
1.	 Sales are based on expected increases in markets, clients served and prices. 
2.	� Contribution is assumed to be 55% of revenue each year in line with current margins. 3. Marketing costs are 

assumed to increase in line with sales up to year 3. 
3.	 Tax rate is 25% of pre-tax cash flows. 
4.	 Terminal value represents assumed realisable value if services are no longer viable after four years. 
5.	� Discount factor of 6% is after-tax interest rate on current long-term loans, as this project is to be financed by a 

long-term loan. 
6.	 Year 5–10 figure is post-tax discounted cash flow for year 4 multiplied by six. 

Payback calculation 
Year 0 1 2 3 4 
 $000 $000 $000 $000 $000 Cash flow (10,000) 2,175 2,977 4,045 6,473 Cumulative (10,000) (7,825) (4,848) (803) 
5,670 Payback = 3 years + (803/(803 + 5,670)) × 12 months = 3 years 1 month 
Comments: 
1.	� Project shows a positive present value after four years and a much greater present value if the services can be 

offered in their current form beyond four years. 
2.	� The payback period is slightly greater than the target set by the directors, which suggests the project should be 

rejected. 
3.	� Nevertheless,sensitivity analysis should be carried out to determine the probability of loss and hence whether the 

project should be undertaken in its current form. 

SOLUTIONS

	 1.	 (a)	 Briefing notes on risks to contracts 
These notes deal with the main risks which may affect Techthere4U Co (TT4U) winning and retaining contracts.
Strategic
The fundamental strategic risk is failure to fulfill clients’ evolving demands, resulting ultimately in loss of 
contracts and decline in revenues. Aspects of this risk include lack of awareness of what clients want. There may 
also be a lack of resources to respond to client demands for new services or better provision of existing services. 
There is possibly a lack of high-level awareness of recent developments, as there have been no recent appointees 
from the IT industry to the board. 
The risk is also related to competitor actions, of competitors providing new services first or having a business 
model which provides better awareness of client demands and standards of client care. TT4U has traditionally 
not differentiated itself from competitors by offering new services first, but early development of new services 
may be a critical factor in winning new work. The results of the survey suggest that some clients believe that 
there is a lack of commitment to innovation. 
Operational
In the client survey, responsiveness to clients, internal knowledge, communication and flexibility are all 
criticised. Methods of communication with clients seem old-fashioned and the website is criticised for being 
poorly designed. If operations are poor, these may be hygiene factors which influence clients’ contract renewal 
decisions. 
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An important selling point of cloud-based services which TT4U plans to offer is flexibility and ease of use. If 
the cloud is difficult to access in many places or there are frequent interruptions of service, TT4U will not be 
providing perhaps the most important deliverable. 
Key person
Key person risk particularly applies to the founder executive directors, given their central place in TT4U 
throughout its history and the contacts they have built up. The departure of any of them could be seen as 
indicating that TT4U is undergoing a period of instability. Other staff may have particular close relations with 
some clients or expertise which may adversely impact TT4U if it was lost, particularly if they joined competitors. 
Competition
TT4U may be less visible than other firms. Competitors may be attracting more business by better use of online 
tools such as search optimisation or better generation of publicity about the services which they are offering. 
The comments in the survey suggest that clients find TT4U’s website poor and believe the company is not 
making enough use of other media. 
Data
All the data management services provided by TT4U, not just those on the cloud, generate risks of loss to their 
clients. These include the risks of loss or corruption of data, whether due to accident or deliberate action by 
hackers. There is also the risk of confidential data being accessed by unauthorised users, and publicised orused 
for illicit advantage.
Reputation
Bad publicity about the services TT4U offers or the public loss of important clients can affect reputation. It may 
be particularly serious if TT4U is associated with a major problem, for example, a leakage of confidential data. 
Reputation risk can also relate to criticisms that TT4U is generally not providing a good service. The article 
highlights important features of service and the client survey indicates TT4U has problems in some of these 
areas. If these problems are publicised online by users, this can erode confidence in what TT4U offers. 
(b)	 Extract from report on the two proposed strategic options Introduction 
This section considers the two proposed strategic options put forward by the services and information technology 
directors.
Internet-of-things development 
Advantages of strategy
Developing services in relation to the Internet-of-things has been highlighted by the recent article as a potential 
means of rapid growth through market development, fulfilling the desire of investors for the company to expand. 
Finding a niche and being able to innovate in it could enhance TT4U’s wider reputation. 
Some of the problems in relation to Internet-of-things development appear to be an over-concentration on 
technology rather than business requirements. Matching business needs with available business technology has 
been a core competence for TT4U in the past. Adoption of the Mieobed approach with its focus on enhanced 
understanding of clients’ requirements to help them transform their business would seem compatible with this 
new development. 
Concerns with strategy
However, commitment to particular markets may be risky for TT4U. It has traditionally had a diversified client 
base, and commitment to particular sectors may require significant investment without necessarily guaranteeing 
success. If, for example, TT4U wants to provide data hosting services in connection with the data generated by 
the Internet-of-things, it may need enhanced capacity to process and store the data. If TT4U is to be an early 
mover, there may be problems with the reliability of the technology. 
Whatever the sector chosen, TT4U may need to recruit staff with previous experience in work connected with 
the Internet-of-things. This may be costly, but may bring to TT4U valuable new expertise at a time when TT4U 
is looking generally to develop staff expertise by sharing knowledge and experience. 
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There could be problems with selling services to existing clients. The technology may be of limited application 
to TT4U’s current client base. They may lack the system capabilities to develop effectively and problems could 
damage TT4U’sstanding with them. 
Risksrelating to security and also privacy have also been highlighted. Depending on which services TT4U 
offers, it may be more vulnerable to security breaches and also breaches of privacy regulations than for other 
services. These may result in legal penalties and significant threats to reputation. 
Government sector development 
Advantages of strategy
The policy of seeking more contracts in the government sector represents a form of market development if 
contracts are to be obtained from more bodies. Seeking more contracts systematically would represent a more 
coherent strategy in this area as contracts won previously appear to have been on a one-off basis. Winning 
more contracts can lead to ‘success breeding success’ with the target of becoming a preferred supplier to the 
government sector. 
Many opportunities appear likely to become available soon in the government sector. Having been successful at 
fulfilling smaller contracts for this sector, TT4U seems well-placed to seek larger contracts a sit expands. 
The contracts available will represent a cash stream which should be guaranteed for a number of years. This can 
be set off against shorter-term private sector work which may be more vulnerable to economic downturn. Some 
of the contracts will be high profile,so winning them can provide good publicity for TT4U. 
Concerns with strategy
Possible issues with the work include profitability. Whatever the exact priorities, government sector work will 
be concerned with the 3Es – economy, efficiency and effectiveness. Because of the desire to meet economy 
targets, the margins available on the work may be lower than on commercial contracts. Serving the government 
sector effectively may also require investment in staff who possess knowledge of the sector being served, for 
example, education. 
As noted above, public sector work is high profile. If there are major problems with contracts and these are 
publicised and blamed on TT4U, the company’s reputation could suffer seriously. 
The argument that needing to provide innovative services will be less of an issue in the government sector may 
have some substance. However, one of the key aspects of the Mieobed approach is encouraging clients to unlock 
value (for themselves and TT4U) in new fields of business development. The public sector may offer limited 
opportunities for that approach. 
Operating the Mieobed stakeholder approach may be more complex in the government sector because of the 
different stakeholders with differing objectives. The priorities of the government officials with whom TT4U 
deals may change if there is a change of government and new conditions may be imposed. 
Governments may use a number of strict indicators relating to value for money which TT4U has to fulfill. It 
may mean a greater demand for resources and opportunity costs in taking staff away from other work. Fulfilling 
government requirements will mean that TT4U has to address quickly some of the service issues identified in 
the client survey. 
Conclusion
If the proposals are not mutually exclusive, TT4U may consider investing in both of them. They represent 
different types of development, so improving diversification, and have different risk-return profiles. Investing 
in the Internet-of things is high risk but could generate high earnings. Investment in public sector work could 
provide steady cash flows to help fund investment in other areas.
(c)	 Email 
To: Chief executive 
From: Consultant 
Date: 1 March 20X0 
Subject: Response to threat to reveal information
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LEADERSHIP & LEADERSHIP THEORIES

Understanding Leadership

Leadership is the process of guiding, inspiring, and influencing a group of individuals within an organization to 
achieve specific goals and objectives. Leaders play a crucial role in shaping vision, driving innovation, and ensuring 
sustainable growth. There are two primary types of leadership approaches:
	 1.	 Transformational Leadership
		  Transformational leaders focus on vision, motivation, and long-term growth. Their key attributes include:

●	 Establishing Vision & Strategy: Setting a clear direction for the organization.
●	 Encouraging Innovation & Change: Driving new ideas and continuous improvements.
●	 Long-Term Perspective: Making decisions that benefit the organization in the future.

	 2.	 Transactional Leadership (Managerial Leadership)
		  Transactional leaders prioritize efficiency, control, and achieving short-to-medium-term objectives. Their key 

responsibilities include:
●	 Executing Strategies & Goals: Ensuring alignment with organizational objectives.
●	 Managing & Supervising: Focusing on structure, policies, and operational efficiency.
●	 Accountability & Performance: Monitoring results and enforcing discipline.

		  Key Roles of an Effective Leader
●	 Inspiring & Motivating Teams: Encouraging commitment and enthusiasm.
●	 Leading by Example: Demonstrating ethical behavior and professionalism.
●	 Driving Results: Ensuring objectives are met efficiently.
●	 Managing Change: Adapting to evolving business environments.
●	 Encouraging Collaboration: Promoting teamwork and effective communication.

Leadership Theories

Over time, various theories have emerged to explain what makes a great leader and how leadership styles should be 
adapted to different situations.
	 1.	 Trait Theories

●	 Suggest that effective leadership is based on inherent qualities and personal attributes.
●	 Examples of key leadership traits include confidence, communication skills, decision-making ability, and 

emotional intelligence.
●	 Leaders with traits such as vision, energy, and motivation are often seen as highly influential.

	 2.	 Style & Behavioral Theories
●	 Focus on how leaders interact with their teams rather than their personal characteristics.
●	 Leadership effectiveness depends on influencing methods and decision-making approaches.

Leadership1
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● Example: Ashridge Leadership Model: Categorizes leadership styles into:
	� Tell: Autocratic decision-making.
	� Sell: Persuasive approach with partial team involvement.
	� Consult: Encouraging team input before making decisions.
	� Join: Collaborative decision-making with shared leadership.

3. Contingency Theories
	� Propose that there is no single best leadership style that fits all situations.
	� Leadership effectiveness depends on external factors such as team dynamics, complexity of tasks, and 

organizational environment.
	� Example: Fiedler’s Contingency Model:
● Psychologically Distant Leaders: Prefer structured, authority-driven leadership.
● Psychologically Close Leaders: Foster strong relationships and prioritize team engagement.

4	  McGregor’s Theory X & Theory Y
Douglas McGregor proposed two contrasting views of leadership:
● Theory X (Authoritative Management):

	� Assumes employees require close supervision and lack self-motivation.
	� Managers use a top-down approach, controlling all decisions.
	� Best suited for repetitive and routine-based tasks.

● Theory Y (Participative Leadership):
	� Assumes employees are self-motivated and capable of decision-making.
	� Encourages autonomy, delegation, and accountability.
	� Effective for complex and creative work environments.

Entrepreneurship & Intrapreneurship

1. Entrepreneurship
● Involves taking financial risks to establish a new business venture based on an innovative idea or concept.
● Entrepreneurs drive market disruption and economic growth by introducing novel solutions.

2. Intrapreneurship
● Involves fostering innovation within an existing organization by employees who develop new ideas.
● Intrapreneurs face lower financial risks than entrepreneurs since resources are provided by the organization.
● Many organizations encourage intrapreneurship to drive internal innovation and competitive advantage.

PROFESSIONAL CODE OF ETHICS

Definition of a Professional

A professional is an individual who has acquired extensive expertise and specialized knowledge in a particular field 
through rigorous education and hands-on experience. Examples include doctors, accountants, engineers, and legal 
practitioners. Professionals are expected to uphold high standards of competency, integrity, and ethical conduct in 
their respective domains.

Ethical Guidelines for Accountants

The ethical framework guiding accountants is derived from the ACCA Professional Code of Ethics and Conduct, 
which is aligned with the International Ethics Standards Board for Accountants (IESBA) under the International 
Federation of Accountants (IFAC). This code establishes the fundamental principles that all professional accountants 
must adhere to, ensuring ethical behavior and public trust in the profession.
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Compliance & Legal Considerations

If an ethical dilemma arises and cannot be resolved solely through the provisions outlined in the professional code, 
accountants are advised to seek legal counsel to ensure compliance with regulatory requirements. Adhering to this 
ethical code is mandatory for all practicing accountants, reinforcing accountability and ethical responsibility within 
the profession.

Principles of Professional Ethics (IESBA / IFAC)

	 1.	 Integrity
		  Professionals must uphold honesty and transparency in all their dealings. They should always act truthfully, refrain 

from any misleading conduct, and ensure fairness in all business interactions. Concealing unethical actions is 
strictly against ethical standards.

	 2.	 Objectivity
		  Decisions should be made based on facts and without personal bias. Professionals must maintain independence, 

avoid conflicts of interest, and ensure that their judgment is not influenced by external pressures or personal 
relationships.

	 3.	 Professional Competence & Due Care
		  It is essential for professionals to continuously update their knowledge and expertise to stay aligned with industry 

laws and best practices. They should perform their duties diligently, apply their skills with precision, and exercise 
due care in all professional activities.

	 4.	 Confidentiality
		  Sensitive information obtained in a professional capacity must be safeguarded. Disclosure of confidential data 

is only permissible when required by law or professional obligations. Furthermore, professionals must never 
exploit confidential information for personal gain.

	 5.	 Professional Behavior
		  All actions and decisions should uphold the reputation of the profession. Professionals must adhere to organizational 

policies and ethical guidelines, ensuring that their behavior does not bring disrepute to themselves or their 
profession.

Threats to Professional Ethics & Conflict of Interest

Ethical threats arise when professionals face situations that challenge their ability to uphold ethical principles. These 
conflicts may lead to compromised integrity and objectivity.
	 1.	 Self-Interest Threat
		  Occurs when personal or financial interests interfere with professional judgment. Examples include:

●	 Holding shares or financial investments in a client’s company.
●	 Dependence on a single client for significant revenue.
●	 Personal relationships (family or close friendships) affecting objectivity.
●	 Receiving valuable gifts or extravagant hospitality.
●	 Providing services on a contingent fee basis (e.g., higher fee for a favorable outcome).
●	 Underquoting fees (low-balling), which may compromise service quality.

	 2.	 Self-Review Threat
		  Occurs when professionals assess or audit their own work, leading to potential bias. Examples include:

●	 Preparing financial statements and later auditing the same reports.
●	 Providing both consulting and auditing services for the same client without adequate separation.
●	 Failure to maintain proper segregation of duties within an audit firm to ensure objectivity.
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	 3.	 Advocacy Threat
		  Happens when professionals promote or defend a client’s interests, impairing objectivity. Examples include:

●	 Representing a client in disputes or negotiations where impartiality is required.
●	 Endorsing a client’s financial reports without independent verification.

	 4.	 Familiarity Threat
		  Arises when close relationships with clients lead to leniency or bias. Examples include:

●	 Auditing the work of a long-standing friend or former colleague.
●	 Developing overly close personal or professional ties with a client.

	 5.	 Intimidation Threat
		  Occurs when professionals feel pressured to act unethically due to external influences. Examples include:

●	 Facing threats of job loss or penalties for making ethical decisions.
●	 Being pressured by senior executives to overlook discrepancies in financial reports.

	 6.	 Mitigating Ethical Threats
		  To maintain professional ethics, individuals must:

●	 Identify potential threats early and assess their impact.
●	 Implement safeguards such as independent reviews and peer assessments.
●	 Seek legal or ethical guidance when facing dilemmas.
●	 Maintain transparency and uphold ethical principles despite external pressures.

Safeguards Against Ethical Threats

To uphold professional integrity and maintain public confidence, safeguards are essential in mitigating threats to ethical 
standards. These protective measures ensure that professionals adhere to ethical guidelines and maintain credibility 
in their field.
Key Safeguards to Prevent Ethical Violations:
	 1.	 Adhering to a Professional Code of Ethics:

●	 Following established ethical principles set by regulatory bodies.
●	 Ensuring compliance with industry best practices.

	 2.	 Implementing Robust Policies & Procedures:
●	 Establishing clear guidelines for ethical decision-making.
●	 Enforcing strong governance frameworks to ensure accountability.

	 3.	 Conducting Risk Assessments:
●	 Identifying and addressing potential ethical threats proactively.
●	 Developing strategies to mitigate risks related to professional conduct.

	 4.	 Strengthening Internal Controls:
●	 Establishing quality control systems, peer reviews, and ethical oversight mechanisms.
●	 Promoting transparency and fairness in professional practices.

	 5.	 Providing Ethical Training & Awareness:
●	 Offering continuous professional education on ethical conduct.
●	 Encouraging discussions on ethical dilemmas and best resolution strategies.

	 6.	 Involving Audit Committees & Oversight Bodies:
●	 Referring complex ethical matters to an independent audit or ethics committee.
●	 Seeking professional and legal guidance when required.
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	 7.	 Enforcing Disciplinary Measures:
●	 Implementing corrective actions for ethical violations.
●	 Ensuring accountability through regulatory enforcement mechanisms.

	 8.	 Ensuring Audit Partner & Team Rotation:
●	 Periodic rotation of audit professionals to prevent familiarity threats.
●	 Reducing bias and maintaining objectivity in professional assessments.

	 9.	 Maintaining Confidentiality Barriers (Chinese Walls):
●	 Segregating departments handling sensitive matters (e.g., audit, tax, consultancy) to prevent conflicts of 

interest.
●	 Restricting access to confidential client information within firms.

	10.	 Regular Monitoring & Continuous Improvement:
●	 Reviewing ethical policies and making necessary improvements.
●	 Encouraging feedback and periodic reassessment of ethical safeguards.

Components of a Professional Code of Ethics Document

A professional code of ethics serves as a foundational guideline for ethical behavior within an organization or profession. 
It outlines fundamental principles, application frameworks, and disciplinary measures to ensure compliance.
Key Elements of a Professional Code of Ethics:
	 1.	 Introduction & Scope:

●	 Overview of ethical guidelines and their importance.
●	 Explanation of enforceability and consequences for non-compliance.

	 2.	 Core Ethical Principles:
●	 Integrity: Commitment to honesty, fairness, and transparency.
●	 Objectivity: Ensuring impartial decision-making and avoiding conflicts of interest.
●	 Professional Competence & Due Care: Maintaining expertise, diligence, and up-to-date knowledge.
●	 Confidentiality: Safeguarding sensitive information and preventing unauthorized disclosure.
●	 Professional Behavior: Upholding the reputation of the profession through ethical conduct.

	 3.	 Conceptual Framework:
●	 Emphasis on applying the spirit of ethical principles rather than just adhering to formal rules.
●	 Encouraging judgment-based ethical decision-making in complex situations.

	 4.	 Application & Practical Examples:
●	 Guidelines on handling ethical dilemmas in various real-world scenarios.
●	 Specific case studies and best practices for resolving ethical conflicts.

By implementing these safeguards and maintaining a structured code of ethics, professionals can reinforce ethical 
integrity, enhance accountability, and protect public trust in their profession.
Key Benefits of a Professional Code of Ethics:

	� Establishes core ethical values and principles for industry members.
	� Provides clear communication of ethical expectations to stakeholders.
	� Directs and regulates professional behavior to maintain high standards.
	� Ensures a structured and transparent approach to resolving ethical issues.
	� Enhances the reputation and credibility of the profession.
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Public Interest & Professional Responsibility

Acting in the public interest is a fundamental aspect of professionalism. Professionals, especially accountants, are 
expected to operate beyond their individual or corporate interests to safeguard societal well-being.
Definition of Public Interest:

	� Refers to actions that prioritize the welfare of society over private gains.
	� Requires professionals to act ethically, maintain transparency, and uphold fairness.
	� Emphasizes accountability, integrity, and zero tolerance for corruption.

Expected Role of Professional Accountants in Society:

	 1.	 Adhering to High Ethical Standards:
●	 Practicing integrity, objectivity, and due diligence in all professional dealings.
●	 Maintaining confidentiality and safeguarding sensitive information.

	 2.	 Ensuring Transparent & Accurate Reporting:
●	 Providing unbiased financial reports that reflect true business performance.
●	 Promoting factual disclosures to assist stakeholders in decision-making.

	 3.	 Maintaining Fair Business Practices:
●	 Ensuring ethical dealings with clients, regulators, and the public.
●	 Avoiding favoritism, discrimination, and unethical competitive practices.

	 4.	 Conducting Independent & Reliable Audits:
●	 Upholding objectivity in financial evaluations and risk assessments.
●	 Avoiding conflicts of interest and maintaining professional skepticism.

	 5.	 Identifying & Reporting Fraud or Corruption:
●	 Detecting and preventing financial irregularities.
●	 Reporting unethical behavior to appropriate regulatory bodies.

Corporate Code of Ethics & Ethical Decision-Making

Understanding Corporate Ethics
Ethics refer to moral principles that distinguish right from wrong. Corporate ethics involves applying these moral 
values in business operations and decision-making. Examples of unethical business practices include:

	� Selling harmful or substandard products to consumers.
	� Discrimination against employees based on gender, race, or other factors.
	� Engaging in bribery and corrupt activities.

Key Aspects of Corporate Ethics

	� Prohibiting Child Labor: Ensuring that the company does not exploit underage workers.
	� Political Influence & Lobbying: Avoiding unethical government lobbying or political favoritism.
	� Social & Environmental Responsibilities: Promoting sustainability and responsible corporate citizenship.

Corporate Code of Ethics

A Corporate Code of Ethics is a formal document issued by a company outlining ethical principles and expected 
conduct for employees. It provides guidance on maintaining integrity and aligning actions with organizational values. 
To be effective, it must have strong backing from senior leadership and include regular training programs.
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Key Components of a Corporate Code of Ethics
	 1.	 Core Ethical Values & Organizational Principles – Defines the company’s ethical foundation.
	 2.	 Customer Commitments – Ensures quality, safety, transparency, and data privacy.
	 3.	 Supplier Relationships – Encourages fair dealings and bans partnerships with unethical vendors.
	 4.	 Employee Treatment – Promotes workplace fairness, diversity, health, and safety.
	 5.	 Community & Social Responsibility – Outlines Corporate Social Responsibility (CSR) initiatives.
Advantages of Having a Corporate Code of Ethics

	� Establishes and reinforces ethical values within the organization.
	� Ensures clear communication with employees and external stakeholders.
	� Regulates employee behavior and decision-making.
	� Provides a standardized framework for addressing ethical concerns and disciplinary actions.
	� Reduces legal risks and minimizes exposure to fines and penalties.
	� Strengthens brand reputation and enhances competitive advantage.

Handling Ethical Dilemmas in Business
When faced with ethical challenges, organizations can resolve issues by:

	� Consulting the Professional Code of Ethics applicable to their industry.
	� Referring to their own Corporate Code of Ethics for guidance.
	� Applying ethical decision-making models, such as Tucker’s 5-Question Model (explained below).
	� Assessing potential public perception:
●	 Would this action create negative publicity if reported in the media?
●	 How would my family or peers react to this decision?
●	 Can the company defend this action legally if challenged?

Tucker’s 5-Question Ethical Decision-Making Model
Business decisions often involve ethical considerations. Tucker’s model provides a structured approach to evaluate 
decisions based on multiple factors. Although not all criteria may apply in every case, they serve as a comprehensive 
ethical guide:
	 1.	 Is the decision financially viable? – Does it contribute to profitability without unethical shortcuts?
	 2.	 Is it legally compliant? – Does the action adhere to laws and regulations?
	 3.	 Is it fair to all stakeholders? – Are customers, employees, and partners treated equitably?
	 4.	 Is it morally right? – Does the decision align with ethical standards?
	 5.	 Is it environmentally sustainable? – Does it consider long-term social and environmental impacts?
By integrating a Corporate Code of Ethics and utilizing structured decision-making models like Tucker’s 5-Question 
Model, businesses can navigate ethical dilemmas while maintaining transparency, accountability, and public trust.

FRAUD & PREVENTION STRATEGIES

Definition of Fraud

Fraud is a deliberate and deceptive act intended to achieve an unfair or unlawful gain. It generally falls into two main 
categories:

	 1.	 Misappropriation of Assets: Unauthorized use or theft of company resources such as cash, inventory, or 
intellectual property.

	 2.	 Fraudulent Financial Reporting: Manipulation of financial statements to misrepresent a company’s performance, 
such as inflating revenue or concealing liabilities.
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Common Types of Fraud:
	� Creation of fake employees to siphon salaries.
	� Collusion with suppliers to artificially raise prices.
	� Submission of false expense claims.
	� Unauthorized use or theft of corporate assets.
	� Misrepresentation of financial records to distort profitability.

The Fraud Triangle
Fraud typically occurs when three critical conditions exist:

1. Motivation (Incentive): A personal or financial pressure that compels an individual to commit fraud, such as
financial hardship, greed, or the need to meet unrealistic targets.

2. Opportunity: Weak internal controls, insufficient oversight, or inadequate corporate governance that create an
environment where fraud can thrive.

3. Justification (Rationalization): A psychological reasoning that allows the fraudster to justify their dishonest
actions, such as believing they are underpaid or assuming no harm will come from their actions.

Since organizations cannot directly control personal motives or rationalizations, they must focus on eliminating 
opportunities for fraud through preventive measures.

Strategies to Minimize Fraud Risks
A structured approach is essential to reduce fraud within an organization, comprising three key phases:

1. Fraud Prevention Measures
● Leadership Commitment: Senior executives must promote a culture of integrity and ethical conduct.
● Establishing Ethical Guidelines: Implementing clear policies that define acceptable business practices.
● Regular Risk Assessments: Identifying and mitigating potential fraud risks before they escalate.
● Robust Internal Controls: Strengthening financial oversight and requiring dual approvals for transactions.
● Segregation of Duties: Assigning responsibilities to prevent a single individual from having control over

critical financial processes.
● Thorough Employee Screening: Conducting background checks and verifying references before hiring.
● Job Rotation & Cross-Training: Preventing employees from having excessive control over specific functions

for extended periods.
● Continuous Monitoring: Utilizing technology and analytics to track unusual activities.

2. Fraud Detection Techniques
● Random & Scheduled Audits: Conducting both surprise and planned inspections to uncover irregularities.
● Internal & External Audit Reviews: Ensuring periodic evaluations of financial statements and compliance.
● Whistleblower Mechanisms: Encouraging employees to report suspicious activities through secure and

anonymous channels.
3. Fraud Response Strategies

● Strict Disciplinary Measures: Enforcing immediate action against individuals found guilty of fraud.
● Legal Recourse: Pursuing criminal or civil actions to deter fraudulent behavior.
● Process Reassessment: Reviewing and strengthening policies to prevent recurrence.

By implementing these preventive, detection, and response mechanisms, organizations can significantly reduce fraud 
risks and maintain trust in financial and operational practices.

Understanding Whistleblowing
Whistleblowing refers to the act of reporting unethical behavior, fraudulent activities, or illegal practices within an 
organization. A whistleblower is an individual who provides relevant information to senior management, regulatory 
bodies, or authorities regarding misconduct.
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