Study Guide – Bus 189 – Professor Wood
Midterm
Understand the following concepts from Chapters 1-5, from Notes 2-8, from the readings on Strategic Intent and Technology-based Industries, and from the lectures.  

	From Chapter 1 and Note 2
Fundamental Strategic Management Processes
	Strategy (definition:  “A set of plans managers make or a set of actions that managers take to increase their company’s performance.”)

Competitive advantage, sustained competitive adv (definitions)

Strategic planning

Strategy formulation vs. strategy implementation

Emergent strategy, intended strategy, and realized strategy 

	from the article “Strategic Intent”
	Be able to explain what “strategic intent” is.  Be able to give at least two examples of companies that have (or once had) strategic intent.  Be able to give at least one example of a company that does not have (or did not have) strategic intent.

	Chapter 2 and reading “Brain Science and the Best Instincts of Managers” 
	Stakeholders, internal & external; why managers have to care about stakeholders’ concerns  

Dual motives of humans: self-interest & other-interest in business 

Mission: Role of customer-oriented mission 

Central role of stockholders; agency theory & difficulties of corporate governance; mechanisms of governing large firms

Goals: maximizing shareholder returns, but not short-term returns

Agreed-on principles of ethics: No self-dealing, opportunistic exploitation, substandard working conditions, environmental degradation, corruption through bribery  

	From Note 3
	Be prepared to give one example of how “rules of the game” can affect an organization.  Why are rules of the game hard to change? 

	Chapter 4 and Note 5
Internal Analysis

	Competence, distinctive competence.  (Be able to define and give an example.  Be sure to review the discussion in Note 5.  Using the definition in the text is not enough.)  

Resources: Understand tangible and intangible resources

Capabilities.  

How distinctive competences shape strategy and strategies can build distinctive competences; 

    need for difficulty of imitation
Value creation and profit margin

Economies of scale, Learning effects, Value chain (pp. 83-86.  to be discussed.) 

	Chapter 3 and Note 6
External Analysis


	Five-forces analysis - be able to name the five forces and understand the key determinants of their strength that we discuss in class, including barriers to entry, brand loyalty, fragmented vs., consolidated industries, 
exit barriers, and switching costs.

Market power / perfect competition (note:  This is an economics concept summarized in Note 6.) 
Stages in industry evolution:  
Embryonic industries, growth industries, shakeout, mature industries, declining industries* 

Price war, consolidation and oligopoly 
Be able to analyze an industry using these concepts and tell whether an industry is likely to be a difficult one for earning profits

	Chapter 5

Business-level Strategy and Competitive Positioning 
	Product (and service) differentiation  (be able to define)** 

Generic strategies


Cost leadership strategy


Differentiation strategy  

     Focus strategies***  (Focused cost leadership, focused differentiation) 

Choices and emphases appropriate to each strategy

Difficulties and potential of combination of cost leadership and differentiation (“broad differentiation”) 

Strategic groups (see pp. 63-65 in Ch.5) 

	Note 7 
	Three levels of strategy in firms.

Function, functional unit 

	Note 8: Reading Annual Reports…
	Net income and the basics of how it’s calculated; interest expense, stockholders’ equity, debt 

RoIC and RoE – how to calculate & why they’re important****

Be able to think about how well a company is doing based on these calculations.  

	Issues in Technology Industries: Packet reading and lecture 
	Protecting intellectual property: patents, copyrights, trademarks, trade secrets; tacitness of tech knowledge

Technical standards: Network externalities, benefits of standards, dominant design
Processes of setting standards: Standards wars vs. government action or industry cooperation (which produce public-domain standards that anyone can freely use) 

    Complementary products and positive feedback loops 

Strategies for winning format wars: cooperation with competitors, managing expectations, giving valuable things away
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* Remember that industries don’t mechanically go through the stages one after the other. For example, a growth industry can go through a shakeout during a recession and then return to growing.  


** Note that “differentiation” is not just being different – it is getting the customer to perceive you as                                   different and better.


*** These involve being focused on a particular group of customers.


**** The text defines RoIC using aftertax earnings; the note defines it using pretax earnings.  On the test you can use either, as long as you are consistent. 





