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QUESTION 1

What is the last step in Porter\\'s framework for developing a competitive strategy in a fragmented industry? 

A. Create a full list of reasons for fragmentation. 

B. Select the best strategy for operating in a fragmented environment. 

C. Evaluate whether a new structure will yield acceptable returns and what position the firm should occupy. 

D. Determine the industry\\'s structure. 

Correct Answer: B 

The framework\\'s initial steps determine the causes of fragmentation, analyze whether the causes can be overcome,
and determine the best strategy if fragmentation can be overcome. The last step is determining the best strategy if
fragmentation cannot be overcome. 

 

QUESTION 2

Which of the following management orientations is characterized by an organization\\'s efforts to adapt the product and
marketing program to each local environment? 

A. Ethnocentric. 

B. Polycentric. 

C. Geocentric. 

D. Fegiocentric. 

Correct Answer: B 

A polycentric attitude assumes that cultural differences require local managers to make most decisions because they
are more knowledgeable about local conditions than are central administrators. Thus, development of local managerial
talent is crucial. Another result is that foreign operating performance is primarily evaluated based on results. As a
consequence, methods, training, and incentives vary significantly among subsidiaries. Furthermore, control is
predominantly local, the firm is identified with the nationality of the host nation, and relatively little communication occurs
with central administration or among subsidiaries. One disadvantage is that local operations may have inefficiencies
because of duplication of activities. Another disadvantage is loss of goal congruence between local entities and the firm
as a whole. Advantages are more capable and motivated local managers, better results in local markets, local
development of new product ideas, and stronger support by host governments. Accordingly, the polycentric attitude
adapts to each local environment. 

 

QUESTION 3

A purchasing agent placed a rush telephone order with a supplier. The clerk in the supplier\\'s office repeated the order
specifications back to the purchasing agent. No written confirmations were exchanged. The shipment arrived late and
was of the wrong quantity. 

However, the purchasing agent was unable to prove that the shipment was unsatisfactory.What link of the
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communication chain has failed in this scenario? 

A. Encoding. 

B. Decoding. 

C. Medium. 

D. Feedback. 

Correct Answer: C 

In the communication process, the medium is the channel through which the communication flows. The failure in this
case was caused by the choice of a medium that did not create a permanent record of the facts of the communication. A
multinational firm was attempting to buy a controlling interest in a medium size US $10 million annual sales) foreign
metal-working firm. The multinational firm\\'s negotiator in the foreign country sent the following email:The foreign firm
won\\'t deal unless 51% ownership." The executive committee of the multinational firm, not wanting a minority interest,
then canceled the deal. Upon returning to the multinational firm, the negotiator pointed out that the foreign firm wanted
to sell no more than 51% ownership in order to retain at least 49%. Thus, the deal could have been made. 

 

QUESTION 4

Which of the following is not an advantage of group effort compared with work performed by individuals? 

A. Groups provide support to members. 

B. Groups make decisions that are more easily accepted. 

C. Groups provide a clear link between effort and outcome. 

D. Groups control and discipline members. 

Correct Answer: C 

In a culture that strongly emphasizes individual identity and competition, the preference tends to be for a clear link
between effort and outcome. However, groups tend to submerge individual identity and responsibility and therefore to
blur the link between individual effort and its results. 

 

QUESTION 5

The generic strategic costs of vertical integration include: 

I . Reduction of operating leverage 

II. Need to overcome mobility barriers Ill. A decrease in exit barriers 

IV.

 Loss of access to supplier technology 

A. 

I and Ill only. 
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B. 

II and IV only. 

C. 

II, Ill, and IV only. 

D. 

I, II, Ill, and IV. 

Correct Answer: B 

Integration is a special case of entry into a new business. Thus, the firm must incur costs to overcome mobility barriers
to enter the adjacent business:economies of scale, proprietary technology, capital investment, sources of materials, etc.
Integration also increases fixed costs and operating leverage, which is in itself a cause of increased business risk. Thus,
an integrated firm is exposed to fluctuations affecting any of its components. For example, sales of an upstream
component depend on sales of downstream components. Moreover, integration may increase the difficulty of leaving the
industry (exit barriers). Finally, integration may foreclose access to supplier or customer technology. The integrated firm
may have to create its own technology rather than taking advantage of supplier/customer expertise. 
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