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1 Introduction

ACA qualification

The ICAEW chartered accountancy qualification, the ACA, is a world-leading professional qualification in
accountancy, finance and business.

The ACA has integrated components that give you an in-depth understanding across accountancy,
finance and business. Combined, they help build the technical knowledge, professional skills and
practical experience needed to become an ICAEW Chartered Accountant.

Each component is designed to complement each other, which means that you can put theory into
practice and you can understand and apply what you learn to your day-to-day work. Progression
through all the elements of the ACA simultaneously will enable you to be more successful in the
workplace and exams.

The components are:

e  Professional development

e  Ethics and professional scepticism

e  3-5years practical work experience

e 15 accountancy, finance and business modules

To find out more on the components of the ACA and what is involved in training, visit your dashboard
at icaew.com/dashboard
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2 Business Strategy

The full syllabus and technical knowledge grids can be found within the module study guide. Visit
icaew.com/dashboard for this and more resources.

2.1 Module aim

To provide students with an understanding of how businesses develop and implement strategy.

2.2 Method of Assessment

The Business Strategy module is examined using traditional paper-based exams. The paper-based exam
is 2.5 hours long. The exam consists of three scenario-based questions, covering a range of different
industries and types of organisation. Each question will cover one or more syllabus areas.

Ethics may be tested in any of the questions.

2.3 Specification grid

This grid shows the relative weightings of subjects within this module and should guide the relative
study time spent on each. Over time the marks available in the assessment will equate to the weightings
below, while slight variations may occur in individual assessments to enable suitably rigorous questions

to be set.
Weighting
%
Strategic analysis 30-40
Strategic choice 30-40
Implementation and monitoring of strategy 25-35
100
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Permitted Texts

At the Professional and Advanced Levels there are specific texts that you are permitted to take into your

exams with you. All information for these texts, the editions that are recommended for your
examinations and where to order them from, is available on www.icaew.com/permittedtexts.

Audit and Assurance

Financial Accounting and Reporting
Tax Compliance

Business Strategy

Financial Management

Business Planning: Banking/Insurance/Taxation

Corporate Reporting
Strategic Business Management

Case Study

SN

x

X

No restrictions

No restrictions
No restrictions

No restrictions

Business Planning: Banking/Insurance/Taxation the Advanced Level exams have no restrictions so you
may take any hard copy materials into these exams that you wish, subject to practical space restrictions.

Although the examiners use the specific editions listed to set the assessment, you may use a different
edition of the text at your own risk. If you use a different edition within your exams, you should note
this inside your answer booklet, at the beginning of the question.

This information, as well as what to expect and what is and is not permitted in your exams is available in
the Instructions to Candidates. You will be sent this with your exam admission details and it is also

available on our website; www.icaew.com/exams.




4 Study guide

4.1 Help yourself study for your ACA exams

The right approach
1  Develop the right attitude

Believe in yourself

Remember why you're doing it

2 Focus on the exam

Read through the Syllabus on
page 27 of this guide

3  The right method

See the whole picture

Use your own words

Give yourself cues to jog your
memory

4 The right recap

Review, review, review

Business Strategy

Yes, there is a lot to learn. But thousands have succeeded
before and you can too.

You are studying for a good reason: to advance your
career.

This tells you what you are expected to know.

Keeping in mind how all the detail you need to know fits
into the whole picture will help you understand it better.

e  The Practical significance and Working context to
each chapter in the study guide put the material into
context.

e The Learning objectives and Section overviews in
the study manual show you what you need to grasp.

To absorb the information (and to practise your written
communication skills), you need to put it into your own
words.

e  Take notes

e Answer the questions in each chapter

e  Draw mindmaps

e Try 'teaching' a subject to a colleague or friend

The Study Manual uses bold to highlight key points.

e Try colour coding with a highlighter pen
e  Write key points on cards

Regularly reviewing a topic in summary form can fix it in
your memory. The Study Manual helps you review in many
ways.

e  Each Chapter Summary will help you to recall that
study session

e  The Self-test actively tests your grasp of the essentials

e  Go through the Examples in each chapter a second or
third time



4.2 Study cycle
The best way to approach the Study Manual is to tackle the chapters in order. We will look in detail at
how to approach each chapter below but as a general guide, taking into account your individual
learning style, you could follow this sequence for each chapter.
Step 1 This topic list is shown in the contents for each chapter and helps you navigate
Topic list each part of the book; each numbered topic is a numbered section in the
chapter.
Step 2 The practical significance and working context sections for each chapter, set
Introduction out in this study guide give you the big picture in terms of the context of the
chapter. The content is referenced by the Study Guide and the Examination
context guidance shows what the examiners are looking for and tells you why
the topics covered in the chapter need to be studied.
Step 3 Section overviews give you a quick summary of the content of each of the
Section overviews main chapter sections. They can also be used at the end of each chapter to
help you review each chapter quickly.
Step 4 Proceed methodically through each chapter, particularly focusing on areas
Explanations highlighted as significant in the chapter introduction or study guide.
Step 5 Take brief notes, if you wish. Don't copy out too much. Remember that being
Note taking able to record something yourself is a sign of being able to understand it. Your
notes can be in whatever format you find most helpful; lists, diagrams,
mindmaps.
Step 6 Work through the examples very carefully as they illustrate key knowledge and
Examples techniques.
Step 7 Check yours against the suggested solutions, and make sure you understand
Answers any discrepancies.
Step 8 Review it carefully, to make sure you have grasped the significance of all the
Chapter summary  important points in the chapter.
Step 9 Use the Self-test to check how much you have remembered of the topics
Self-test covered.
Step 10 Ensure you have ticked off the Learning objectives.
Learning objectives
Moving on...
When you are ready to start revising, you should still refer back to the Study Manual:
e Asasource of reference (you should find the index particularly helpful for this); and
e As away to review (the Section overviews, Examination context, Chapter summaries and Self-test
questions help you here).
Remember to keep careful hold of the Study Manual — you will find it invaluable in your work.
4.3 Detailed study guide
Use this schedule and your exam timetable to plan the dates on which will complete each study period
below.
Revision phase - your revision should be centred around using the questions in the ICAEW Question
Bank.

Study Guide
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5 Syllabus and learning outcomes

Covered
in chapter
1 Strategic analysis

Candidates will be able to analyse and identify the consequences of a business’s
current objectives, market position and direction.
In the assessment, candidates may be required to:
(a) Evaluate a business’s purpose, in terms of its stated mission, objectives and

critical success factors, highlighting omissions, inconsistencies and weaknesses,

and considering the different objectives of stakeholders. 2,3,6
(b) Analyse for a given situation the external factors which may impact upon a

business’s performance and position, identifying significant issues in areas such

as:

(i) Sustainability issues

(i) Macroeconomic forces

(ii) International trade, financial systems and global economic factors

(iv) Government policies

(v) Its industry and markets, including competition

(vi) Cultural environment

(vii) Stakeholder impact

(viii) Markets for finance labour and other resources

(ix) Supply chain factors. 3,4,5,16
(c) Analyse a business’s current markets and competitive strategy in sufficient detail

for decisions to be made, drawing conclusions consistent with the data and

results and highlighting relevant issues in terms of their likely impact on the

strategy of the business. 5,7
(d) Identify the significance and effect of the internal factors in a given situation

which affect or may influence a business’s ability to achieve its chosen strategy,

including its:

(i) Current resources

(i) Product/service portfolio

(iii) Value chain

(iv) Organisational and operational capabilities (including core competencies

existing business processes, human resource capabilities and information
systems capabilities). 6

(e) Analyse the governance structure of a business identifying strengths and

weaknesses. 9
(f) Identify the risk attached to a business’s present position, considering all relevant

factors (including attitudes towards risk). 4,10,14
(g9) Assess a business’s current position and performance from both a financial

perspective and a non-financial perspective, using management information

and data analysis. 12

(h) Explain the ethical factors to be considered in determining the scope and nature
of a business's objectives and its strategic analysis, having regard to the
legitimate interests of all stakeholder groups. 16

‘ Business Strategy



Covered

in chapter

2 Strategic choice

Candidates will be able to evaluate the likely consequences of strategic choices and
recommend strategies to meet the objectives of a business.

In the assessment, candidates may be required to:

(a) Identify, describe and evaluate in a given scenario the alternative strategies
available to a business. 7,11

(b) Explain and demonstrate how a business can collect and analyse financial and
other data in order to provide relevant information for strategic decision
making at an appropriate level within the business. 8,12

(c) Identify the implications for stakeholders, including shareholder value, of choice
between strategies. 3,12

(d) Identify the risks attached to proposed courses of action in a given situation,
considering all relevant factors (including attitudes to risk) stating all
assumptions made and identifying strategies for managing risk. 10,14

(e) Show, in a given scenario, how a business chooses from competing strategies
in order to maximise the achievement of its key objectives, including those
relating to corporate responsibility and sustainability. 12

(f) Evaluate the ethical implications of a business strategies and operations
including those for the organisation and for individuals (including the
accountant in business and others). 16

(g) Choose for a given scenario, a strategy or combination of strategies which will
best achieve the business’s objectives , taking account of known constraints,
including stakeholder risk preferences. 10,11,12

(h) Explain, in a given scenario, how products and services must evolve in the face
of changing consumer demand and industry competition; 5,6,8

(i) Explain, using the information provided, how to position particular products
and services in the market place to maximise competitive advantage and
develop a marketing strategy. 7,8

(j) Explain and demonstrate how a business can use management accounting
techniques to evaluate its proposed strategies, including the risk associated with
forecasts. 10,12
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3 Implementation and monitoring of strategy

Candidates will be able to recommend appropriate methods of implementing
strategies and demonstrate how management information can be used
subsequently to measure and monitor strategic performance.

In the assessment, candidates may be required to:

(a)

(b)

©

(d)

(e)

®
9

(h)

0)

Evaluate, in a given scenario, the functional strategies necessary to achieve a
business’s overall strategy.

Evaluate the different types of organisational structure and recommend an
appropriate structure for a given strategy.

Identify the steps needed for a given business to develop its corporate
governance to meet the needs of its strategic objectives and external
requirements.

Identify and evaluate methods of further developing a specific business which
adjust existing strategies or implement new strategies to take account of
changing position and risk.

Draft a simple business plan, or extracts therefrom, which will achieve given or
implied objectives.

Evaluate the form and content of an entity’s business plan.

Explain and demonstrate how financial and non-financial data, including
budgets and other management information, can be analysed in order to
implement and manage a business’s strategy and to monitor the performance
of its projects, divisions and other strategic units.

Explain and demonstrate how a business can collect and analyse data to
provide management accounting and other management information that
enables it to implement, monitor and modify a strategy and to create or sustain
competitive advantage.

Identify in a given situation the key issues which should be addressed by the
management of a business during the planning and implementation of change.

Evaluate the ethical implications of how a business chooses to implement and
modify its strategies, suggesting appropriate courses of action to resolve ethical
dilemmas that may arise.

n Business Strategy
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in chapter
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4,6,10,11
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4,12,14
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6.1

Skills assessment guide

Technical knowledge

The tables contained in this section show the technical knowledge covered in the ACA syllabus by
module.

For each individual standard the level of knowledge required in the relevant Certificate or Professional
Level module and at the Advanced Level is shown.

The knowledge levels are defined as follows:
Level D
An awareness of the scope of the standard.

Level C

A general knowledge with a basic understanding of the subject matter and training in its application
thereof sufficient to identify significant issues and evaluate their potential implications or impact.

Level B

A working knowledge with a broad understanding of the subject matter and a level of experience in the
application thereof sufficient to apply the subject matter in straightforward circumstances.

Level A

A thorough knowledge with a solid understanding of the subject matter and experience in the
application thereof sufficient to exercise reasonable professional judgement in the application of the
subject matter in those circumstances generally encountered by Chartered Accountants.

Key to other symbols:
— the knowledge level reached is assumed to be continued
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Certificate and Professional
Level

Management

€

g §
EE=
]
2=
s £
s £
= £

Business &
Financial
Business
Strategy

STRATEGIC ANALYSIS

Advanced

Environmental and market analysis tools

PESTEL analysis

Porter’s five forces

Product life cycle

Boston consulting group matrix

Prices and markets

0000 nn
> > > > > >

Competitor analysis

VIV

Positional and other analysis tools

Resource audit

Resource-based strategy

Value chain analysis

SWOT analysis

Gap analysis

Marketing analysis

Competitive advantage

elisiislislislielialia)
>> > > > > > >

Benchmarking

Directional policy matrix

Business process analysis

> @

Strategic risk analysis

Ulnlel VLY




Certificate and Professional
Level

Management

-
S5
£ S
[}
o £
€5
C =
= £

Business &
Financial
Business
Strategy

[l Advanced

Balanced scorecard

STRATEGIC CHOICE

Strategy formulation, evaluation and choice C

Business risk management C

Financial analysis and data analysis

Stakeholder analysis

Objectives and stakeholders preferences

® > > > > >
> L

0Onn

Corporate responsibility and sustainability

STRATEGIC IMPLEMENTATION

Business plans

Organisational structure

Information management

0nn
> > >

Change management

>l >

Project management

BUSINESS MANAGEMENT

Performance management

Strategic marketing and brand management

Corporate Governance C

Information strategy

N ®mmwN
> > > > >

Human resource management

COST ANALYSIS FOR DECISION MAKING

Costing

Cost classification

Costing systems — direct, marginal, absorption

Activity based costing (ABC)

VI

® N >

Break even analysis

Multi-product break even analysis

>w>w ]| |

w
!

Budgeting and performance management

Pricing

Pricing decisions B

> >

A

Transfer pricing B

Decision making techniques

™

Expected values

Relevant cash flows

w
> > >

Sensitivity analysis B

BUSINESS AND SHAREHOLDER VALUE

Valuation Techniques

Income — dividend yield

Income - P/E

Income — discounted cash flow

T ™™

Asset based measures

®| > > > >

Options approach

Shareholder value

Value based management (VBM)

Value drivers B

Shareholder value analysis (SVA) B

Short and long term growth rates and terminal values

Economic profit

Cash flow return on investment (CFROI)

Total shareholder return (TSR)

>> > > >>>w

Market value added (MVA)
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INVESTMENT APPRAISAL AND BASIC RISK ANALYSIS

Certificate and Professional

-
g5
€5
[}
o £
€5
C =
= £

Business &

Level

Financial
Management
Business
Strategy
Advanced

Project appraisal

NPV

IRR

Payback

Relevant cash flows

Tax and inflation

Replacement Analysis

Capital rationing

Adjusted present value (APV)

VIV

>> > > > > > >

Assessing risk

Project appraisal and sensitivity analysis

o)

Project appraisal and simulation

Expected values

Scenario planning

Gap analysis

Continuous vs. event risk

lvs)
1l »>»>>

FINANCIAL ANALYSIS

Cost of capital

Cost of equity

Cost of debt

Cost of preference shares

Cost of bank loans

Weighted average cost of capital (WACC)

[veaRvcAies v Rive]

Effective interest rates

Splitting convertibles into equity and debt elements

Equity instruments

> > > > > > > >

Portfolio theory and CAPM

Portfolio theory

CAPM

APT and MCPM

CAPM and cost of capital

International cost of capital

> > > > >

Bonds and fixed interest securities

Bond pricing using NPV

Yields to maturity

Duration and price volatility

Convexity

Term structure of interest rates

Corporate borrowing and default risk

>> > > > >

SOURCES OF FINANCE AND FINANCING ARRANGEMENTS

Short, medium and long term sources of finance

Loan agreement conditions (warranties; covenants; guarantees)

>

Raising capital

Gearing and capital structure

Loan agreements and covenants

Dividend policy

Financing reconstructions (eg: group reconstruction, spin off, purchase of
own shares, use of distributable profits)

@ > > >
> 1] »>»>

Treasury and working capital management

Small and medium company financing

@ >




Certificate and Professional
Level

Management

o
g §
Ex=
[}
o g
c 5
S =
S E

Business &
Financial
Business
Strategy

o) Advanced

History of finance

FINANCIAL ENGINEERING

Futures, options and swaps

Options B A
Interest rate futures B A
Interest rate options B A
Interest forward rate agreements (FRAs) B A
Interest rate swaps B A
Foreign exchange

Currency forward contracts B A
Currency money market cover B A
Currency options B A
Currency swaps B A
Operational techniques for managing currency risk B A
Theoretical determinants of foreign exchange rates B A

Option value

Value of a call and put option C

Black Scholes option pricing model

Binomial Option Pricing Model

™™™

Real options C
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7 Key resources

Student support team

Our student support team are here to help you as much as possible, providing full support throughout
your studies.

T +44 (0)1908 248 250
F +44 (0)1908 248 069
E studentsupport@icaew.com

Student website

The student area of our website provides the latest information, guidance and exclusive resources to
help you progress through the ACA. Find everything you need (from sample papers to errata sheet) at
icaew.com/dashboard.

Online student community

The online student community provides support and practical advice — wherever you are, whenever you
need it. With regular blogs covering a range of work, life and study topics as well as a forum where you
can post your questions and share your own tips. Join the conversation at icaew.com/studentcommunity.
Tuition

The ICAEW Partner in Learning scheme recognises tuition providers who comply with our core principles
of quality course delivery. If you are receiving structured tuition with an ICAEW Partner in Learning,
make sure you know how and when you can contact your tutors for extra help. If you are not receiving
structured tuition and are interested in classroom, online or residential learning , take a look at our
recognised Partner in Learning tuition providers in your area, on our website icaew.com/dashboard.

Faculties and Special Interest Groups

Faculties and special interest groups support and develop members and students in areas of work and
industry sectors that are of particular interest.

Our seven faculties provide knowledge, events and essential technical resources. Register to receive a
complimentary e-magazine from one faculty of your choice each year throughout your studies.

Our 12 special interest groups provide practical support, information and representation within a range
of industry sectors. Register to receive free provisional membership of one group each year throughout
your studies.

Find out more about faculties and special interest groups at icaew.com/facultiesandsigs.
Library & Information Service
The Library & Information Service is ICAEW’s world-leading accountancy and business library.

The library provides access to thousands of resources online and a document delivery service, you'll be
sure to find a useful eBook, relevant article or industry guide to help you. Find out more at
icaew.com/library.
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