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PART B (60 marks) : THREE (3) case study questions. Answer ALL of the questions. Answers
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PART A : ESSAY QUESTIONS (40 MARKS)

INSTRUCTION(S) :TWO (2) essay questions. Answer ALL questions in the Answer
Booklet(s) provided.

Question 1

Discuss the implications of having a formal strategic planning system on creativity and
innovation in an organisation.
(20 marks)

Question 2

Kaplan and Norton (1992) stated that “strategy maps provide organisations with the means to
communicate not only their strategy, but also the processes and systems that will allow them to
realise their strategic objectives”.

Explain the use of balanced scorecard on strategy mapping.
(20 marks)

END OF PART A
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PART B : CASE STUDY QUESTIONS (60 MARKS)

INSTRUCTION(S) : THREE (3) case study questions. Answer ALL questions in the Answer
Booklet(s) provided.

IS THE EMIRATES AIRLINE GROWTH STORY AT AN END?

Based in Dubai, United Arab Emirates (UAE), Emirates Group (Emirates) includes (a) Emirates
Airlines and (b) Dnata, a company specializing in aviation ground-handling services and
operating at 20 airports. The largest airline in the Middle East, Emirates flies to more than 130
destinations in 70 countries on six continents and offers direct flights from Dubai to
Washington, DC, San Francisco, Los Angeles, and Seattle. Emirates services the world from
Beijing to San Francisco and more than 100 markets in between. More than 1,200 Emirates
flights depart Dubai each week, accounting for about 40 percent of all air traffic out of Dubai
International Airport.

Emirates carries 40 million passengers and 2.0 million tons of cargo annually, using a fleet of
more than 170 aircraft. The company has another 230 aircraft on order (worth about $84
billion) and is the world’s largest operator of both the Airbus 380 and Boeing 777. Using large
planes such as the Airbus 380 and Boeing 777 provides extra space and luxury for wealthy and
business passengers alike. Most of the company’s planes even include spacious private suites,
and some planes provide a spa with showers. Emirates is well known for providing excellent
service for high-end passengers in first class, but it also provides excellent service in business
class and economy class. Economy-class customers receive well-thought-out meals consisting of
many courses, e-mail, SMS services, telephone, and personal TV monitors with more than 1,400
channel options. Singapore Air is considered the closest competitor based on overall business
model of top service at a premium price and markets served.

Emirates has more than 67,000 employees and annual revenues of more than 73.1 billion
Dirham (the United Arab Emirates currency). The Dirham is pegged to the U.S. dollar so
currency fluctuations are not significant. Emirates is owned by the government of Dubai
operating under the Investment Corporation of Dubai name, but the company and the
government of Dubai are quick to point out the airline has grown in scale not by way of
protectionism but through competition. The government of Dubai treats Emirates as a wholly
independent business entity on its own and attributes this to the firm’s success. Dubai has an
open-skies policy and more than 60 percent of all flights in Dubai are by companies other than
Emirates.

In August 2013, Emirates became the first airline in the Middle East to provide Google Now
cards for their passengers who book via Emirates.com. A feature of the Google Search app,
Google Now is available and fully integrated for Android (devices running Android 4.1 and
above) and iOS (iPhones and iPads). This new product enables Emirates’ customers to see and
monitor their upcoming flight, providing flight times and departure terminal. Google Now gives
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passengers relevant information on their destination (for example weather conditions locally,
currency, local landmarks, accommodations, and attractions).

The Emirates Group has two primary divisions, Emirates and Dnata. Emirates is the airline,
whereas Dnata includes (a) cargo and ground handing, (b) travel services, (c) catering, and (d)
freight forwarding. Passenger revenue is the largest overall reveenergtor. Substantial
revenue also is derived from cargo, which producepercent of the segment’s total revenue,
whereas sale of goods produces 3 percent. All atiherces contribute less than 1 peradrthe
segment’s revenues. This segment includes sevemdtime and mercantile holdings, 49
percent ownership in a wine and spirit business in Thailand, and hotels in UAE, Australia,and
Seychelles.

After posting record results in year 2015, Emirates has suffered a sharp drop in profits in the
first half of 2016 fiscal year and says the outlook is "bleak." The airline has reported an AED786
million (5214 million) profit for the six months to September 30, down 75% on the same period
last year, and revenues also declined slightly to $11.4bn (down from $11.5bn). Group profits
were $364m for the six-month period, a 64% fall on the same time last year, while revenues
were up just 1% to $12.7bn. The management team blamed the impact of a strong dollar and
the challenging operating environment for the slump in profits.

Clearly Emirates is finding the current climate hard going. Dubai is a safe haven but it is
surrounded by instability, with wars in Yemen, Iraqg, Syria and Libya, and low oil prices are
damaging the economies of many of its neighbours. The airline also faces ever-fiercer
competition from the likes of Qatar Airways and Abu Dhabi-based Etihad, which are expanding
their fleets and route networks and developing impressive new airport terminals. Weak
economic growth in some other parts of the world has also kept prices under pressure and
demand for travel relatively low.

If Emirates is suffering then many of its rivals are probably hurting too. However, the most
recent results from Etihad and Qatar Airways showed healthy growth in revenues and profits.
Etihad reported a 41% rise in profits to $103m for 2015 and a 19% increase in revenues to
S9bn, while Qatar Airways posted a 334% leap in profits to QR1.6bn ($450m) and a 4% rise in
revenues to QR35.6bn. The next sets of figures from these carriers will be examined closely to
see if Emirates is suffering unduly in the current market.

John Strickland, an aviation industry consultant at JLS Consulting, says the industry as a whole is
facing problems around over-capacity, price pressures, exchange volatility, security threats and
political uncertainties and “Emirates is not immune from the challenges. It has been particularly
affected by lower demand in key oil markets, historically a source of strong premium traffic.”

These factors have contributed to a sharp drop in Emirates Group’s cash position this year,
from S$S6.4bn in March to $4.1bn in September. The airline has been spending heavily on
expanding its fleet and on related infrastructure projects. It also repaid $1.1bn of debt. In the
six months covered by the latest results, Emirates Airline received 16 wide-body aircraft,
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consisting of eight Airbus A380s and eight Boeing 777s, and 20 more new aircraft are scheduled
to be delivered before the end of March 2017. It plans to retire 27 older aircraft from its fleet
over the financial year.

Filling the new, larger aircraft now looks to be a harder task and the airline, which is owned by
the Dubai government, appears keen to keep expectations in check. When announcing the
latest results, Sheikh Ahmed bin Saeed Al Maktoum, chairman of the airline, said “The bleak
global economic outlook appears to be the new norm, with no immediate resolution in sight...
We know we have to work even harder for every customer, and make every dollar spent go
even further.”

What it can do to reverse the decline remains to be seen, but Strickland says it is looking at
strengthening its business through digital innovation, adding ancillary revenue streams and
possibly the introduction of a premium economy class — something that the Gulf airlines have
resisted until now.

Adopted from: Dudley D. (2016), Is the Emirates Airline Growth Story at an end? Forbes Online,
viewed 31 January 2018, <https://www.forbes.com/sites/dominicdudley/2016/11/11/is-the-
emirates-airline-growth-story-at-an-end/#4b3bc77966d6>; David, F.R. & David F.R. (2017),
Strategic Management concepts and cases, 16" Edition, Pearson, Harlow. Pp. 472 & 476.

Question 1

Critically analyse FIVE (5) macro environmental factors that affects Emirates in the year 2016.
(20 marks)

Question 2
Using Porter’s FIVE (5) forces model, examine the extent to which Emirates has been competing
in the airlines market.

(20 marks)
Question 3
As a consultant, propose to Sheikh Ahmed bin Saeed Al Maktoum FIVE (5) ways to overcome

Emirates current performance.
(20 marks)

END OF EXAM PAPER
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