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1.
The difference between a company's strategy and a company's business model is that 

A)
a company's strategy is the plan for achieving strategic objectives while its business model is the plan for achieving financial objectives. 

B)
the strategy concerns how to compete successfully and the business model concerns how to operate efficiently. 

C)
a company's strategy is management's game plan for realizing the strategic vision whereas a company's business model is the game plan for accomplishing the business mission. 

D)
strategy relates to a company's competitive moves and business approaches while the term business model relates to whether the revenues and costs flowing from the strategy demonstrate that the business is viable from a profit perspective. 

E)
a company's strategy concerns how to please customers while its business model concerns how to satisfy employees and shareholders. 

2.
The most trustworthy signs of a well-managed company are 

A)
financial and strategic objectives with a challenging degree of organizational stretch. 

B)
aggressive pursuit of new opportunities and a willingness to take bold risks. 

C)
good strategy-making combined with good strategy execution. 

D)
a visionary mission statement and a willingness to pursue offensive strategies rather than defensive strategies. 

E)
having a profitable business model. 

3.
The strategic management process 

A)
is usually delegated to members of a company's board of directors so as not to infringe on the time of busy executives. 

B)
includes forming a strategic vision, setting objectives, and crafting a strategy, but does not include the tasks of implementing and executing strategy. 

C)
embraces the tasks of forming a strategic vision of a company's future business make-up and long-term direction, establishing objectives, crafting a strategy, implementing and executing the strategy, and then initiating corrective adjustments in light of experience, changing conditions, new ideas, and new opportunities. 

D)
is principally concerned with sizing up an organization's internal and external situation, so as to be prepared for the challenge of crafting a sound, well-conceived strategy. 

E)
is primarily the responsibility of top executives and the board of directors; very few managers below this level are involved. 

4.
Managers devise company strategies because 

A)
a well-conceived strategy is a powerful indicator of whether management has a timely strategic vision. 

B)
of a compelling need to proactively shape how a company's business will be conducted. 

C)
of a compelling need to mold the independent decisions and actions initiated by departments, managers, and employees across the company into a coordinated, company-wide game plan. 

D)
it is something that is expected by employees, shareholders, and creditors. 

E)
Both B and C. 


5.
The difference between the concept of a company's mission and the concept of a strategic vision is that 

A)
the mission is to make a profit, whereas the strategic vision is what businesses to be in to try to make a profit. 

B)
a mission typically concerns "who we are and what we do" whereas the focus of a strategic vision is "where we are going." 

C)
a mission deals with what to accomplish in terms of financial performance whereas a strategic vision concerns what to accomplish in terms of strategic performance. 

D)
a mission concerns what to do to help carry out the company's present strategy whereas a strategic vision concerns what to do to accomplish a company's long-run strategy. 

E)
a mission is about what a company has already done and a vision concerns what a company ought to do. 

6.
A company needs financial objectives 

A)
to provide consistent direction in overtaking key competitors on such important measures as net profit margins and return on investment. 

B)
because acceptable financial performance is critical to its long-term health and ultimate survivalneither shareholders nor lenders will continue to provide financing to an enterprise that cannot produce satisfactory financial results. 

C)
to indicate to employees whether the emphasis should be on profits now or profits later. 

D)
to clarify which measures of profitability management considers most important to achieving a rising stock price. 

E)
because good profitability is the key to a positive cash flow and rising dividends. 

7.
Which of the following is the best example of a well-stated financial objective? 

A)
Increase earnings per share by 15% annually. 

B)
Boost market share from 10% to 15% within two years. 

C)
Achieve lower costs than any other industry competitor. 

D)
Boost revenues by a percentage greater than the industry average. 

E)
Maximize total company profits and return on investment. 

8.
Strategic objectives 

A)
are more essential in achieving a company's strategic vision than are financial objectives. 

B)
are generally less important than financial objectives. 

C)
are more difficult to achieve and harder to measure than financial objectives. 

D)
relate to strengthening a company's overall business and competitive position. 

E)
help managers track an organization true progress better than do financial objectives. 

9.
Which of the following is not one of the defining components of a company's strategy? 

A)
Moves to react and respond to changing external conditions 

B)
Actions to form strategic alliances and collaborative partnerships 

C)
Actions to strengthen the company's resource base and competitive capabilities 

D)
Actions to capitalize on new opportunities or to defend against threats to the company's well-being 

E)
Management actions to revise the company's financial and strategic performance targets in light of newly emerging circumstances 
10.  A company's actual strategy is 

A)
mostly hidden to outside view and is known only to top-level managers. 

B)
typically planned well in advance and usually deviates little from the planned set of actions and business approaches because of the risks of making on-the-spot changes. 

C)
best delegated to the company's board of directors because of their fiduciary responsibility, their ultimate responsibility for the company's well-being, and their strong business expertise. 

D)
partly planned and partly reactive to changing circumstances. 

E)
partly a function of the strategic vision, partly a function of the target strategic and financial objectives, partly a function of market opportunities, and partly a function of the strategies being used by rival companies (particularly those that are in the ranks of the industry leaders). 

11.
Which one of the following does not really explain why a company's strategy tends to evolve over time? 

A)
The need to prepare for the expected market and competitive conditions that tomorrow will bring. 

B)
The appearance of new market opportunities. 

C)
The budding of fresh ideas about how to fine-tune and modify the present strategy so as to bolster the organization's long-term competitive position. 

D)
The need to cover rising costs by charging a higher price. 

E)
The need to respond to technological breakthroughs or counter freshly initiated moves & actions of rival firms.

12.
The challenge of implementing and executing the chosen strategy in competent fashion is 

A)
to create a strong "fit" between the way things are done internally and what it will take for the strategy to succeed. 

B)
to get employees to set objectives in their areas of responsibility that are consistent with the company's overall financial and strategic objectives. 

C)
to complete implementation tasks quickly enough to reap maximum profits. 

D)
to periodically validate the strategy with the findings of customer satisfaction surveys. 

E)
to do an effective job of administration and of supervising day-to-day operations. 

13.
Managerial jobs with strategy-making responsibility 

A)
are found only at the vice-president level and above in most companies. 

B)
are more common in profit-seeking organizations than in not-for-profit organizations. 

C)
are relatively rare because most strategy-making is done by the members of a company's board of directors. 

D)
seldom exist within a functional department (e.g., marketing and sales) or in an operating unit (a plant or a district office) because these levels of the organization structure are well below the level where strategic decisions are typically made. 

E)
extend throughout the managerial ranks and exist in every part of a companybusiness units, operating divisions, functional departments, manufacturing plants, and sales districts. 

14.
The role of a company's board of directors in the strategic management process is to 

A)
critique the company's strategic plan, offer suggestions for improvement, and then supervise the efforts of the company's senior executives in implementing and executing the agreed upon strategic plan. 

B)
take the lead in formulating the company's strategic plan but then delegate the task of implementing and executing the strategic plan to the company's CEO and other senior executives. 

C)
come up with compelling strategy proposals of their own to debate against those put forward by management. 

D)
work cooperatively with the CEO, other senior executives, and the company's strategic planning staff to see that all five tasks comprising the strategic management process are done competently. 

E)
critically appraise and ultimately approve strategic action plans and to evaluate the caliber of senior executives'strategy-making and strategy-implementing skills. 

15.
Which of the following is not one of the advantages of first-rate strategic thinking and strong top management commitment to the strategic management process? 

A)
The guidance provided to all managers in clarifying just "what it is we are trying to do and to achieve" 

B)
Making managers more alert to changing external conditions and what needs to be done to respond to new opportunities and threatening developments 

C)
Providing managers with a rationale for evaluating competing budget requests and helping them steer resources into strategy-supportive, results-producing areas 

D)
Getting most all organizational members to enthusiastically participate in the process of deciding "where we are headed and how will we get there" 

E)
Helping to foster a more proactive management posture 
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1.
Charting a company's future course begins with senior management 

A)
deciding what its aspirations are for the company's future profitability and the future well-being of shareholders. 

B)
thinking strategically about the road ahead and drawing conclusions about "where do we go from here, what changes lie ahead in the business landscape, and what difference will these changes make to the company's present business." 

C)
coming up with a catchy phrase or slogan that conveys to customers, investors, and employees how the company intends to be competitively successful. 

D)
choosing what performance targets the company should to try to achieve and what the deadline is for achieving them. 

E)
crafting a long-term strategic plan for the organization and deciding what actions to take to implement it. 

2.
For a company to have a strategically revealing mission statement, the statement should reveal 

A)
what customer groups are being satisfied, what customer needs are being satisfied, and what stakeholder priorities are being met. 

B)
what is being satisfied, how it is being satisfied, and why it is being satisfied. 

C)
which industry or industries the company is in, the products it produces and markets, and the types of companies that it competes against. 

D)
what the company's profit targets are, what products the company makes, and whether the company is fully integrated, partially integrated, or specialized. 

E)
what is being satisfied, who is being satisfied, and what activities, technologies, and competencies the company employs in creating and delivering value to its customers. 

3.
Which one of the following is not one of the important considerations in choosing a company's future path? 

A)
What changes are occurring in the market arenas where we operate and what implications do these changes have for the direction in which we need to move? 

B)
What new geographic or product markets should we be pursuing? 

C)
What should the company's business makeup look like in five years? 

D)
Should we change to a different strategy? 

E)
What new or different buyer segments should we begin concentrating on and what new or different customer needs should we be moving to satisfy? 

4.
The benefits of a well-said, well-conceived strategic vision do not include 

A)
helping to crystallize top management's own view about the firm's long-term direction and future business make-up. 

B)
helping the organization prepare for the future. 

C)
helping to keep the direction-related actions of lower-level managers on the right path. 

D)
gaining wholehearted organizational support for achieving the company's profit targets and keeping shareholders pleased with the company's performance. 

E)
giving employees a stronger sense of organizational purpose and organizational identity. 

5.
The act of establishing objectives 

A)
converts a company's mission and strategic vision into specific, measurable performance targets and provides a set of benchmarks for judging the organization's performance and progress. 

B)
trains the energies of each part of the organization on what strategy they need to follow. 

C)
trains the key functional parts of a business on what to accomplish in implementing their respective pieces of the company strategy. 

D)
adds needed specifics to a company's strategy. 

E)
determines the speed with which the strategy will be implemented. 

6.
For objectives to function as yardsticks of organizational performance and progress, they should 

A)
relate to the activities to be performed rather than to the results and outcomes to be achieved. 

B)
spell out how much of what kind of performance by when. 

C)
be accompanied by clear statements of how the target levels of performance are to be achieved. 

D)
be stated in qualitative (or general) terms rather than in measurable or quantitative terms. 

E)
focus on short-term outcomes rather than on targets to be reached further on down the road. 

7.
Which of the following does not accurately describe the nature and role of objectives? 

A)
Financial objectives are generally more important to a firm's health and competitive standing than are strategic objectives. 

B)
Long-range objectives keep management alert to actions that need to be taken now in order to achieve the desired performance later. 

C)
Short-range objectives serve to indicate the speed and momentum that management seeks to maintain in moving toward the achievement of long-range objectives. 

D)
Objectives spell out how much of what kind of performance is expected by when. 

E)
Objectives represent a managerial commitment to achieving specific outcomes and results. 

8.
A company exhibits strategic intent when 

A)
it establishes a strategic plan. 

B)
it relentlessly pursues an ambitious particular long-term strategic objective and concentrates its strategy and resources on achieving that objective. 

C)
it forms a strategic vision. 

D)
it establishes a comprehensive set of strategic objectives. 

E)
it pursues a particular competitive advantage. 

9.
A rule-breaking strategy 

A)
is one which disregards the need to be responsive to changing market and competitive conditions. 

B)
refers to a situation where a company acts as a revolutionary by undertaking a strategy that seeks to redefine the industry or how it operates. 

C)
is one which runs counter to the principles of good strategy-making. 

D)
is one which goes against the tide of public opinion and is counter to what is generally considered ethical and socially responsible. 

E)
refers to a situation where a company ignores the need for planning out most of its strategic initiatives in advance and, instead, relies upon a strategy crafted mainly out of spur-of-the-moment reactions to unfolding events. 

10.
Corporate-level strategy for a diversified or multi-business enterprise concerns 

A)
how to compete and how to create a competitive advantage in each specific line-of-business the total enterprise is in. 

B)
making moves to establish positions in different businesses and initiating actions to boost the combined performance of the group of businesses the company has diversified into. 

C)
how best to allocate resources across the functional areas of each line of business the company is in. 

D)
what the strategic intent for each business unit should be. 

E)
how functional strategies should be aligned with business strategies in each of the various lines of business the company is in. 

11.
Which of the following is not a characteristic to look for in identifying the corporate strategy of a diversified enterprise? 

A)
Actions to divest weak or unattractive business units 

B)
Efforts to build competitive advantage by capturing valuable cross-business strategic fits 

C)
The attempts of a specific business unit to appeal to particular customer groups and to satisfy particular customer needs 

D)
Whether the businesses the company has diversified into are related, unrelated, or a mixture of both 

E)
Moves to add new businesses and build positions in attractive industries via merger, acquisition, internal start-up, or alliances 

12.
What separates a powerful business strategy from a weak one is the strategist's ability to 

A)
choose when and how to diversify. 

B)
be clever at unifying functional strategies. 

C)
forge a series of moves, both internally and in the marketplace, that are capable of producing sustainable competitive advantage. 

D)
steer resources into the most attractive business units. 

E)
marshall superior financial resources. 

13.
One of the facets of crafting a business strategy that yields sustainable competitive advantage is 

A)
deciding what product/service attributes the company is best equipped to offer customers. 

B)
deciding what basic approaches to take in each key functional area of the business. 

C)
developing skills, know-how, resource strengths, and competitive capabilities that rivals don't have and cannot readily match. 

D)
identifying all of the business's strategic issues and operating problems. 

E)
expanding the company's geographic coverage to as wide a portion of the market arena as possible. 

14.
Which of the following is not a chief factor affecting the choice of a company's strategy? 

A)
Societal, political, regulatory and community citizenship considerations 

B)
Competitive conditions and overall industry attractiveness 

C)
How many strategic options a company has 

D)
Company resource strengths, resource weaknesses, core competencies, and competitive capabilities 

E)
The personal ambitions, business philosophies, and ethical principles of key executives 

15.
A winning strategy is one that 

A)
builds strategic fit, is socially responsible, and maximizes shareholder wealth. 

B)
is highly profitable and boosts the company's market share. 

C)
results in a company becoming the dominant industry leader. 

D)
fits the company's internal and external situation, builds competitive advantage, and boosts company performance. 

E)
can pass the ethical standards test, the strategic intent test, and the profitability test. 
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1.
The foremost reason for accurately diagnosing a company's internal and external situation is to 

A)
identify the industry's dominant economic characteristics. 

B)
evaluate forces in motion in the company's macroenvironment that are likely to alter buyer preferences and expectations. 

C)
draw management's attention to those features in a company's internal/external environment that ought to drive managerial choices about the company's long-term direction, objectives, and strategy. 

D)
assess the strength of each one of the five competitive forces. 

E)
decide whether conditions in the company's macroenvironment will improve or deteriorate over the next few years. 

2.
Which of the following is not a major question to ask in thinking strategically about industry and competitive conditions in a given industry? 

A)
What factors are driving change in industry and what impact will they have on the industry's competitive structure and business environment? 

B)
Which rivals will likely make what competitive moves next? 

C)
What are the key factors for competitive success in this industry? 

D)
Is the industry attractive and what are the prospects for above-average profitability? 

E)
Which companies have the best strategies and the best track records for earnings growth and return on shareholder investment? 

3.
An industry's market growth rate is strategically important because 

A)
large, high-profit markets often draw the interest of big corporations looking to acquire companies with long-established positions in major industries. 

B)
fast growth typically breeds new entry and growth slow-downs typically spawn increased rivalry and a shake-out of weak competitors. 

C)
low-growth, low-profit industries usually have high barriers to entry and minimal scale economies and experience curve effects. 

D)
it dictates whether entry barriers will be high and whether forward vertical integration into a variety of distribution channels will be an attractive strategy. 

E)
the faster the growth rate, the stronger the experience curve effect and the more likely that a strategy aimed at being the industry's low-cost producer will be the winning strategy. 

4.
Whether an industry has big economies of scale is strategically important because 

A)
scale economies give rise to big learning and experience curve effects and push industry prices and profit margins down. 

B)
big scale economies lower entry barriers and make an industry fiercely price competitive. 

C)
big scale economies increase the volume and market share needed to be cost competitive. 

D)
they often work against rapid product innovation and tend to give fully integrated firms a major cost advantage over partially and nonintegrated firms. 

E)
big scale economies make backward vertical integration virtually essential if a firm is to remain cost competitive. 

5.
The stronger the experience curve effect is in an industry 

A)
the more that market share is a function of profitability. 

B)
the more that a firm's unit costs will go down as its cumulative production volume and production experience go up. 

C)
the more likely that experienced producers of a product will have higher degrees of consumer loyalty than will new entrants to the market. 

D)
the lower a firm's annual cost increases will be and the bigger the scale economies it can achieve. 

E)
the more that older, established firms will have higher profit margins as compared to relative newcomers to the industry. 

6.
The most powerful of the five competitive forces is usually 

A)
the market attempts of companies in other industries to win customers over to their own substitute products. 

B)
the rivalry and jockeying for position among competing sellers in an industry. 

C)
the benefits that emerge from close collaboration with suppliers and the competitive pressures that such collaboration creates. 

D)
the potential entry of new competitors. 

E)
the bargaining power and leverage that large customers are able to exercise. 

7.
A competitive environment where there is weak rivalry among sellers, high entry barriers, weak competition from substitute products, and little bargaining leverage on the part of both suppliers and customers is 

A)
competitively unattractive from the standpoint of earning superior profits. 

B)
offers little ability to build a sustainable competitive advantage. 

C)
competitively attractive for earning above-average profits. 

D)
offers only moderate prospects for making a reasonable profit. 

E)
The information provided is insufficient to draw a conclusion. 

8.
Which of the following is not among the factors that affect whether competitive rivalry among participating firms is strong, moderate, or weak? 

A)
Whether more firms are using offensive strategies than are using defensive strategies or vice versa. 

B)
Whether demand for the industry's product is growing rapidly or slowly 

C)
How vigorously rivals employ such tactics as lowering prices, introducing new products with snazzier features, increasing promotion and advertising, and other similar maneuvers calculated to gain a competitive edge 

D)
Whether the products of rival sellers are strongly or weakly differentiated. 

E)
Whether buyer costs to switch to competing brands are relatively high or relatively low 

9.
The competitive threat of entry of new firms is weaker when 

A)
buyers of the industry's products like to experiment with buying different brands of the industry's product. 

B)
the products of rival firms are weakly differentiated, buyers have no strong preferences for the brands of existing producers, and buyers exhibit low brand loyalties. 

C)
incumbent firms have little ability to leverage distributors, dealers, and/or retailers to retain their business. 

D)
incumbent firms are likely to be very aggressive in defending their market positions. 

E)
there are more than ten firms already in the industry. 

10.
Just how strong the competitive pressures are from substitute products depends on 

A)
the speed with which industry demand is growing, whether buyer switching costs are high or low, and whether product innovation is something that buyers value highly. 

B)
whether attractively priced substitutes are readily available and the ease with which buyers can switch to substitutes. 

C)
whether buyers are loyal to their present brand, the extent of strategic alliances in the industry, and whether the available substitutes are strongly or weakly differentiated. 

D)
whether buyers believe that the available substitutes have attractive attributes, whether the producers of substitutes have ample budgets for new product R&D, and whether buyers purchase substitute products frequently or infrequently. 

E)
the speed with which buyer needs and expectations are changing and whether the producers of substitutes have the product innovation skills to keep up with such changes. 

11.
The economic leverage and bargaining power of suppliers is greater when 

A)
there are no good substitutes for the items being furnished by the suppliers and the number of suppliers is relatively small. 

B)
the costs of switching from one supplier to another are low. 

C)
the buying firms purchase in large quantities and thus are important customers of the suppliers. 

D)
there is extensive seller-supplier collaboration. 

E)
the supplier industry is composed of a large number of relatively small suppliers. 

12.
The economic leverage and bargaining power of customers tends to be relatively weaker when 

A)
customer purchases are a sizable percentage of the selling industry's total sales. 

B)
customer switching costs are relatively high. 

C)
the industry's product carries a relatively high price tag and buyers are quite price sensitive. 

D)
customers follow the practice of purchasing from several sellers instead of one. 

E)
demand for the product is growing slowly and sellers have excess production capacity. 

13.
Which of the following are most unlikely to qualify as driving forces? 

A)
Changes in the long-term industry growth rate, the entry or exit of major firms, and changes in cost and efficiency 

B)
Increasing globalization of the industry and product innovation 

C)
The Internet and the new and expanded e-commerce opportunities and threats it breeds in the industry 

D)
Falling entry barriers, mounting competition from substitutes, and fundamental changes in the make-up of the industry's strategic group map 

E)
Marketing innovations, new government regulations or significant changes in government policy toward the industry, and changes in who buys the industry's product and how they use it 

14.
A strategic group 

A)
consists of those companies in an industry which are growing at about the same rate and having similar product line breadth. 

B)
includes all rival firms which are trying to sell to the same type of customer. 

C)
consists of those rival firms with similar competitive approaches and market positions. 

D)
consists of those firms whose market shares are about the same size. 

E)
is made up of those firms which have comparable market shares, profitability, and rates of return on investment. 

15.
One of the benefits of doing first-rate competitor analysis is to 

A)
learn who the industry's current major contenders are. 

B)
ascertain which rivals are favorably or unfavorably positioned to gain market ground, why there is potential for some firms to do better or worse than other rivals, and what moves various rivals are likely to make next. 

C)
determine which company has the best strategy and how it can copy most of what the strategy leader is doing. 

D)
determine which rival has the worst strategy and how it can avoid making the same strategy mistakes. 

E)
All of these. 

16.
The most "ideal" competitive condition from an industry attractiveness perspective is where 

A)
both suppliers and customers occupy strong bargaining positions. 

B)
rivalry among sellers is strong. 

C)
there are no good substitutes for the industry's product. 

D)
entry barriers are low. 
E) None of the above really enhance industry attractiveness. 
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1.
The least important step of company situation analysis is 

A)
conducting a competitive strength assessment. 

B)
deciding how well the present strategy is working. 

C)
identifying the key strategic issues which company management needs to address in crafting the company's strategy. 

D)
determining the company's resource strengths and weaknesses and its external opportunities and threats. 

E)
None of these is inherently less essential or less important than the others. 

2.
Which one of the following is not really pertinent in evaluating how well an organization's current strategy is working? 

A)
Whether sales revenues are growing faster or slower than the industry as a whole 

B)
Whether it has more competitive assets than competitive liabilities or vice versa 

C)
Trends in the company's stock price and whether the strategy is producing larger or smaller gains in shareholder value relative to the gains of other companies in the industry. 

D)
Whether its profit margins are rising or falling and how large they are relative to those of its rivals 

E)
Whether it is regarded as a leader in one or more of the relevant factors on which buyers base their choice of which brand to purchase 

3.
The value of SWOT analysis in evaluating a company's situation is that 

A)
it highlights those areas in the company's value chain where important differences can occur between its costs and the costs of competing firms. 

B)
it assists strategy-makers in crafting a strategy that is well-matched to the company's resources and capabilities, its market opportunities, and the external threats to its future well-being. 

C)
it enables a company to assess its overall competitive position relative to its key rivals. 

D)
it allows a company to compare its market share, measures of profitability, and sales with its key competitors. 

E)
it helps strategy-makers create a strong fit between the company's resource strengths and the industry's key success factors. 

4.
A company strength can relate to 

A)
its physical and/or organization assets, its intellectual capital, its competitive capabilities, an achievement or attribute that puts the company in a position of market advantage, or its partnerships or alliances with other organizations. 

B)
its ability to move from one strategic group to another, whether it has more shareholders than rival firms, and whether its product line is broader than those of close rivals. 

C)
the capabilities it has for shifting back and forth between one value chain and another, how often it does strategic cost analysis, and whether it benchmarks its costs at least annually. 

D)
whether it has more collaborative partnerships and strategic alliances with other organizations than do its close rivals. 

E)
All of these. 

5.
Which of the following is not a good example of a company strength? 

A)
Having fewer suppliers and a shorter value chain than close rivals. 

B)
Having partnerships or alliances that enhance that company's own competitiveness and capabilities. 

C)
A reputation for having more intellectual capital than rivals. 

D)
Having a well-known brand name and enjoying the confidence of customers. 

E)
Charging lower prices than rivals. 

6.
The difference between a core competence and a distinctive competence is that 

A)
a distinctive competence refers to a company's best-executed functional strategy and a core competence refers to a company's best-executed operating strategy. 

B)
a core competence usually resides in a company's base of intellectual capital whereas a distinctive competence stems from the superiority of a company's physical and tangible assets. 

C)
a core competence is a competitively-relevant activity which a firm performs especially well in comparison to the other activities it performs, whereas a distinctive competence is a competitively-relevant activity which a firm performs especially well in comparison to its competitors. 

D)
a core competence represents a resource strength whereas a distinctive competence is achieved by having more resource strengths than rival companies. 

E)
a core competence usually resides in a company's technology and physical assets (state-of-the-art plants and equipment, attractive real estate locations, modern distribution facilities, and so on) whereas a distinctive competence usually resides in a company's know-how, expertise, and intellectual capital. 

7.
Which of the following does not represent a potential core competence? 

A)
The ability to manufacture virtually defect-free products 

B)
The capability to develop new products in a more or less continuing stream 

C)
Know-how in creating and operating a system for filling customer orders accurately and swiftly 

D)
Being more vertically integrated than rivals 

E)
The capability to get newly developed products to the marketplace within a relatively short period of time 

8.
Which one of the following is not a condition for a particular company resource to qualify as a basis for competitive advantage? 

A)
Be hard for competitors to copy. 

B)
Provide avenues for enhancing a company's image in product innovation and product quality. 

C)
Be durable and long-lasting (not lose its value quickly because of new developments). 

D)
Really be competitively superior to the comparable resources/capabilities possessed by rivals. 

E)
Not be easily trumped by the different resources/capabilities of rivals. 

9.
The industry opportunities most relevant to a particular company are those that 

A)
offer important avenues for profitable growth, are well-suited to a company's resource capabilities, and hold the most potential to build competitive advantage. 

B)
provide a strong defense against industry threats and help promote greater diversification of revenues and profits. 

C)
hold the most potential for the company to be a first mover. 

D)
provide avenues for taking market share away from close rivals and enhance a company's image as a leader in product innovation and product quality. 

E)
offset a company's biggest weaknesses and offer the company a chance to raise entry barriers. 

10.
Value chain analysis 

A)
is a tool for identifying how a firm's internal operating costs compare with the averages of the costs of other firms in the industry for each of several production activities. 

B)
helps identify an industry's key success factors. 

C)
indicates whether it is more advantageous to pursue a differentiation strategy or to strive for low-cost leadership. 

D)
is a tool for identifying the separate activities, functions, and business processes that a company performs in designing, producing, marketing, distributing, and supporting a product or service. 

E)
is a tool for helps managers ascertain whether the company is doing a good job of building shareholder value through the internal activities it performs. 

11.
Identifying the strategic issues that company managers need to address involves 

A)
using the results of industry and competitive analysis. 

B)
developing a "worry list" of "how to…", "whether to….", and "what to do about….." 

C)
using cost-driver analysis to determine whether the company's costs are competitive with those of key rivals. 

D)
using what has been learned from evaluating the company's present strategy, SWOT analysis, and the analysis of the company's competitiveness to help lock in on what challenges the company has to overcome in order to be financially and competitively successful in the years ahead.. 

E)
All of the above except C. 

12.
The key part and also the hardest part of strategic cost analysis is 

A)
laying out a complete set of cost projections for the next three years to see how future costs are going to change. 

B)
learning how the company's costs for various value chain activities compare with the estimated costs of competitors for these same activities. 

C)
linking the company's cost projections with industry cost projections. 

D)
determining where the company is on the experience curve as compared to competitors. 

E)
determining which of a company's value chain activities is performed most efficiently and thus holds potential for gaining a cost advantage over rival companies. 

13.
The three main areas in the value chain where significant differences in relative costs of competing firms can occur include 

A)
age of plants and equipment, number of employees, and advertising costs. 

B)
operating-level activities, functional area activities, and line of business activities. 

C)
supplier-related activities, manufacturing-related activities, wholesale distribution and retailing activities. 

D)
human resource activities (particularly labor costs), vertical integration activities, and diversification activities. 

E)
variable cost activities, fixed cost activities, and support activities. 

14.
How well a company manages its value chain activities relative to competitors 

A)
determines whether a company is likely to have the capability to move from a disadvantaged strategic group to a more favorably situated strategic group. 

B)
is often a key to gaining the resources strengths needed to pursue the industry's most attractive opportunities. 

C)
determines the speed with which it can build intellectual capital and achieve a distinctive competence. 

D)
is often a key to building valuable competencies and capabilities and leveraging them into competitive advantage. 

E)
determines how well it will be able to neutralize the impact of the company's resource weaknesses and competitive liabilities. 

15.
A weighted competitive strength assessment is generally analytically superior to an unweighted strength assessment because 

A)
a weighted ranking identifies which competitive advantages are most powerful. 

B)
an unweighted ranking doesn't discriminate between companies with high and low market shares. 

C)
it singles out which competitor has the best core competencies. 

D)
with an unweighted rating scheme the competitor with the biggest market share is likely to get the highest competitive strength rating. 

E)
all of the various measures of competitive strength are not equally important. 
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1.
A company's competitive strategy is best described as 

A)
the business approaches and initiatives it undertakes to attract customers and fulfill their expectations, to withstand competitive pressures, and to strengthen its market position. 

B)
the sum of its functional area strategiesits R&D strategy, its production strategy, its sales and marketing strategy, its distribution strategy, and so on. 

C)
its collection of offensive and defensive strategies to improve its market position. 

D)
the composite of its pricing strategy, its product line strategy, its quality strategy, its customer service strategy, and its advertising strategy. 

E)
the combination of actions it employs to outmaneuver its rivals in the marketplace. 

2.
The generic types of competitive strategies include 

A)
build market share, maintain market share, and slowly surrender market share. 

B)
be the dominant leader, be a content follower, and aggressively overhaul and reposition. 

C)
low-cost leadership, broad differentiation, best-cost provider, focused low-cost, and focused differentiation. 

D)
single-business concentration, vertical integration, and diversification. 

E)
a price leader strategy, a price follower strategy, a technology leader strategy, a  technology follower strategy, and a middle-of-the-road strategy. 

3.
A low-cost leader can achieve superior profit performance by 

A)
using the low-cost edge to underprice competitors and attract price sensitive buyers in large enough numbers to increase total profits. 

B)
refraining from price-cutting and use the low-cost advantage to earn a bigger profit margin on each unit sold. 

C)
going all out to use its cost advantage to capture a dominant share of the market. 

D)
spending heavily on advertising to promote its cost advantage and the fact the it charges the lowest prices in the industryit can then use this reputation for low prices to build very strong customer loyalty, gain repeat sales year after year, and earn sustained profits over the long-term. 

E)
Both A and B. 

4.
A strategy to be the industry's overall low-cost provider tends to work best when 

A)
there are many differences among the various buyers and buyer segments regarding the product attributes that meet their requirements and expectations. 

B)
there are many market segments and market niches, such that it is feasible for a low-cost leader to dominate the niche where buyers want a budget-priced product. 

C)
price competition is especially vigorous  and the offerings of rival firms are essentially identical, standardized, commodity-like products. 

D)
most rivals are employing differentiation, focused, or best-cost provider strategiessuch that company can more easily be a standout as a low-cost leader. 

E)
the bargaining power of both suppliers and buyers is strong, entry barriers are low, and there is considerable diversity in how buyers use the product. 

5.
The products of a company pursuing a low-cost leadership strategy would likely 

A)
be designed with good-to-excellent attributes so as to provide customers with more value for the money. 

B)
incorporate a good basic design with few frills, acceptable quality, and a limited number of models/styles to select from. 

C)
include many product variations and wide selection and be of average or better quality. 

D)
emphasize a few chosen differentiating features to help set off its image with buyers. 

E)
be customized to fit the specialized needs of the company's target group of customers. 

6.
Broad differentiation strategies are well-suited for market situations where 

A)
there are many ways to differentiate the product or service and these differences are perceived by some buyers to have value. 

B)
most buyers use the product in the same ways and have common user requirements. 

C)
buyers are susceptible to clever advertising and have low switching costs. 

D)
barriers to entry are high and suppliers have a low degree of bargaining power. 

E)
price competition is especially vigorous. 

7.
The key to a profitable differentiation strategy is 

A)
to make the nature of the differentiation subjective and hard to quantify and to concentrate on those market segments where buyer repurchase is infrequent. 

B)
differentiating on the basis of product attributes and features that are not available to a best-cost producer. 

C)
making sure that the differentiating features appeal to sophisticated and prestigious buyers. 

D)
to keep the costs of differentiating below the price premium that the differentiation approach commands and to incorporate differentiating features that boost unit sales. 

E)
preventing rivals from imitating the differentiating features by raising buyer switching costs. 

8.
The production emphasis of a company pursuing a broad differentiation strategy usually involves 

A)
a search for continuous cost reduction without sacrificing acceptable quality and essential features. 

B)
strong efforts to be a leader in manufacturing process innovation. 

C)
above-average expenditures for new product R&D and efforts to build-in whatever features that buyers are willing to pay for. 

D)
aggressive pursuit of economies of scale and experience curve effects. 

E)
developing a distinctive competence in zero-defect manufacturing techniques. 

9.
Which of the following is not a pitfall of pursuing a differentiation strategy? 

A)
Trying to strongly differentiate the company's product from those of rivals rather than be content with weak product differentiation 

B)
Overdifferentiating so that price is too high relative to competitors or so that the features and attributes incorporated exceed buyer needs and requirements 

C)
Trying to charge too high a price premium for the differentiating features 

D)
Not understanding or identifying what buyers consider as value 

E)
Ignoring the need to signal value 

10.
The competitive advantage of a best-cost producer is 

A)
convincing buyers to pay a premium for the attributes/features incorporated in its product. 

B)
an ability to match close rivals on key product attributes and beat them on cost and on price. 

C)
being able to take market share away from rivals by convincing buyers that its differentiating features are better than those of rivals. 

D)
delivering superior value to buyers by lowering their switching costs. 

E)
delivering superior value to buyers by doing a better job than rivals of controlling the cost drivers. 

11.
Which of the following do not represent market circumstances where a focus strategy is attractive? 

A)
When it is costly or difficult for multi-segment competitors to put the capabilities in place to meet the specialized needs of the target market niche and at the same time satisfy the expectations of their mainstream customers. 

B)
When the industry has many different segments and market niches, thereby allowing a focuser to pick an attractive niche suited to its resource strengths and capabilities. 

C)
When industry leaders do not see that having a presence in the niche is crucial to their own success. 

D)
When few, if any, other rivals are attempting to concentrate on the same market niche. 

E)
When buyers are not strongly brand loyal, niche members are not sensitive to increased prices, and the industry is comprised of only a few market nichesall of which are experiencing strong growth. 

12.
Which one of the following is not a strategically beneficial reason why a company may enter into strategic partnerships or cooperative arrangements with key suppliers, distributors, or makers of complementary products? 

A)
To open up or improve access to new markets 

B)
To learn from one another in performing joint research, to share technological know-how, and/or to collaborate on developing mutually interesting technology or new products 

C)
To lessen competition (cooperating with rivals is often more profitable than competing against them) 

D)
To improve supply chain efficiency 

E)
To fill gaps in their technical and manufacturing expertise 

13.
Which of the following is not a typical reason for pursuing mergers and acquisitions? 

A)
Alliances and partnerships sometimes do not go far enough in providing a company with access to the needed resources and capabilitiesmerger or acquisition allows tighter integration and more in-house control and autonomy 

B)
To reduce costs 

C)
The need to strengthen a company's position in its existing markets 

D)
To avoid having to share the profits with allies and joint venture partners 

E)
To create a more attractive lineup of products and services, achieve wider geographic coverage, and gain the advantages of combined financial and organizational resources. 

14.
Which of the following is not a potential advantage of backward vertical integration? 

A)
Reduced vulnerability to powerful suppliers that raise prices at every opportunity 

B)
Fewer disruptions in the supply and delivery of crucial materials and components 

C)
Generating sufficient cost savings to justify the additional investment in bringing supply chain activities in-house (a possibility when suppliers have big profit margins and entry barriers into a supplier's business are low or can be hurdled) 

D)
A reduced level of overall business risk because of performing more value chain activities in-house and controlling a bigger portion of the overall chain 

E)
Allowing the firm to build or strengthen its competencies, better master key skills or strategy-critical technologies, or add features that deliver greater customer value 

15.
Which of the following is not one of the basic types of strategic offensives? 

A)
Simultaneous initiatives on many fronts 

B)
Guerrilla offensives 

C)
Initiatives to move from one strategic group to another 

D)
Initiatives to capitalize on competitors' weaknesses 

E)
Preemptive strikes 
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1.
Which of the following is not a typical reason for companies to expand into the markets of foreign countries? 

A)
To gain market access to a greater number of customers for the company's products/services 

B)
To build the profit sanctuaries necessary to wage guerilla warfare against global challengers endeavoring to invade its home market 

C)
To achieve lower costs and enhance the firm's competitiveness 

D)
To capitalize on company competencies and capabilities 

E)
To spread business risk across a bigger number of country markets 

2.
One of the biggest strategic challenges to competing in the international arena is 

A)
figuring out what kinds of strategic adjustments it will take to be responsive to cross-country differences in cultural, demographic, and market conditions. 

B)
whether to charge the same price in all country markets. 

C)
how many foreign firms to license to produce and distribute the company's products. 

D)
whether to offer a mostly standardized product worldwide or whether to customize the company's offerings in each different country market. 

E)
Both A and D. 

3.
Which of the following is not an accurate aspect of competing in the markets of foreign countries? 

A)
A multi-country strategy is generally superior to a global strategy 

B)
There are country-to-country differences in consumer buying habits and buyer tastes and preferences 

C)
A company must contend with country-to-country variations in host government restrictions and requirements and fluctuating exchange rates 

D)
Product designs suitable for one country are often inappropriate in another 

E)
Market growth rates vary from country to country 

4.
One good way to distinguish between multicountry competition and global competition is that 

A)
in multicountry competition rivalry is primarily among companies in several neighboring countries whereas in global competition the arena in which rivalry takes place is the world market. 

B)
in multicountry competition rival companies vie mainly for "national market championships" whereas in global competition the grand prize is the "world market championship." 

C)
in multicountry competition rivals have domestic-based competitive advantages or disadvantages whereas in global competition rivals have global-based competitive advantages or disadvantages. 

D)
multicountry competition prevails when extensive trade restrictions from country to country preclude companies from operating in many different country markets whereas global competition prevails when cross-border trade restrictions are sufficiently low that companies can readily compete in many different countries. 

E)
in multicountry competition rivals are in domestic strategic groups whereas in global competition rival companies are positioned in global strategic groups. 

5.
Which of the following are not generic strategy options for competing in foreign markets? 

A)
An export strategy 

B)
Global low-cost, global differentiation, global best-cost, and global focus strategies 

C)
Cross-market subsidization strategies and home-field advantage strategies 

D)
A multicountry strategy 

E)
Franchising and licensing strategies 

6.
The advantages of using a licensing strategy to participate in foreign markets include 

A)
being more suited to accommodating local buyer tastes than a multicountry strategy 

B)
being able to avoid shipping costs, tariffs, and foreign taxes. 

C)
allowing the company to achieve first-mover advantages. 

D)
being able to leverage the company's technical know-how or patents without committing significant additional resources to markets that are unfamiliar, present uncertainty, or are politically volatile. 

E)
All of these. 

7.
A global strategy can defeat a multi-country strategy when 

A)
a multinational rival can accommodate the necessary local responsiveness within a global strategy approach and still retain a cost edge. 

B)
host governments lower trade restrictions and tariff barriers in an effort to pursue a free trade policy. 

C)
buyers believe foreign firms make higher quality products than domestic firms. 

D)
it is based on achieving a differentiation-based competitive advantage as opposed to a focus-based competitive advantage. 

E)
the global strategist operates across more stages of the industry value chain and also has more strategic alliances than the multi-country strategist. 

8.
For a company to gain competitive advantage (or offset domestic disadvantages) by expanding into foreign markets, it needs to 

A)
build multiple profit sanctuaries, fully capture scale economies, compete in both developed and emerging country markets, and pursue some type of global strategy. 

B)
use export, licensing, or franchising strategies so as to minimize risk and capital investment. 

C)
disperse buyer-related activities to all countries where it sells its product. 

D)
disperse its activities among various countries in a manner that lowers costs or else helps achieve greater product differentiation, efficiently and effectively transfer its domestic competencies and capabilities to its operations in foreign markets, and/or work to deepen/broaden its resource strengths and capabilities. 

E)
avoid competing in countries with high tariffs and trade restrictions, be aggressive in forming strategic alliances with foreign partners, employ some form of global strategy, and have expertise in managing the impacts of fluctuating exchange rates. 

9.
The competitive advantage opportunities that a global competitor can gain by dispersing performance of its activities across many nations include 

A)
being able to shift production from one country to another to take advantage of exchange rate fluctuations, lower wage rates, energy costs, or trade restrictions. 

B)
being in better position to choose where and how to challenge rivals. 

C)
shortening delivery times to customers by having geographically scattered distribution facilities. 

D)
locating buyer-related activities (such as sales, advertising, after-sale service and technical assistance) close to buyers. 

E)
All of these. 

10.
Transferring a company's core competencies and resource strengths from one country market to another is 

A)
a good way for a domestic company to leverage its competitive capabilities, expand into foreign markets, and grow its sales and profits plus it can help a company broaden and deepen its capabilities, perhaps even building dominating depth in some competitively valuable area and thereby earning a competitive edge over certain rivals. 

B)
best accomplished with a multicountry strategy as opposed to a global strategy. 

C)
feasible only with a global strategy; it can't be done with a multicountry strategy. 

D)
unlikely to produce as good a competitive advantage as dispersing activities to the most advantageous country locations since low costs are a more important competitive asset than strong competencies and capabilities. 

E)
can help companies based in emerging countries to defend their home base market against the invasion by global giants. 

11.
A nation becomes a company's profit sanctuary when the company 

A)
is the market share leader in that country market. 

B)
is allied with one of that nation's major companies and, together, the two allies are able to achieve the leading market share in that nation. 

C)
earns a substantial portion of its profits from sales in that nation due either to its strong competitive position or to the protection it enjoys from host country trade barriers. 

D)
locates the performance of all its value chain activities in that country because of exceptional profit opportunities. 

E)
earns over 50% of its total profits from its operation in that country. 

12.
One way that domestic-only competitors can ward off competitive attacks from aggressive global competitors with multiple profit sanctuaries is by 

A)
getting their local government to outlaw cross-market subsidization. 

B)
getting their local governments to pass anti-dumping legislation and strongly enforce such laws when foreign companies are suspected of unreasonably low-balling prices in their home market. 

C)
growing the size of their home base profit sanctuary and shifting to a global low-cost strategy. 

D)
pursuing full vertical integration and building a distinctive competence in each of the key value chain activities. 

E)
by shifting to a focused differentiation strategy and concentrating on providing an upscale product/service to customers willing to pay a premium price. 

13.
The problems and risks of strategic alliances between domestic and foreign firms do not include 

A)
the time-consuming delays associated with building trust, overcoming language and cultural barriers and building an effective working relationship. 

B)
the potential for deep differences of opinion to emerge about how to proceed or what the objectives of the alliance are. 

C)
becoming overly dependent on another company for essential skills and expertise. 

D)
making it harder to pursue a multi-country strategy as compared to a global strategy. 

E)
a slow and cumbersome decision-making process. 

14.
To make the most of strategic alliances between domestic and foreign firms, companies need to consider such factors as 

A)
whether to emphasize a competitive advantage based on low cost or differentiation, whether to pursue building one or more profit sanctuaries, and how soon it will take to achieve global leadership. 

B)
what partner to pick, how to make the alliance mutually beneficial, how to build in assurances that each partner will live up to its commitments, and how best to manage the learning process. 

C)
how to divide profits, how long the alliance should last, which partner should be in total control, and where the headquarters for the alliance should be located. 

D)
whether to pursue a multi-country strategy or a global strategy, which countries to focus marketing attention on, whether to concentrate on profits or market share, how many countries to compete in, and which rivals to target. 

E)
who will own the patent rights to any innovations, whose dealers and distributors to utilize, how to allocate R&D costs, and how to divide up control over the various activities comprising the alliance-related value chain. 

15.
Foreign companies that elect to compete in the markets of emerging countries 

A)
can usually expect to encounter very low entry barriers. 

B)
typically achieve high profit levels very quickly because it is relatively easy to overpower the unsophisticated and resource-poor domestic firms that have been accustomed to serving local buyers. 

C)
usually find that competing on the basis of premium quality is superior to competing on the basis of low price. 

D)
have to be very sensitive to local conditions, be willing to invest in developing the market for their product over the long term, and be patient in earning a profit. 

E)
typically encounter weaker competitive forces than they do in the markets of the world's most industrialized and wealthy countries. 
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