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4.

As noted in the chapter, research found that firm
effects are more important than industry effects.
‘What does this mean? Can you think of situations
where this might not be true? Explain.

Choose an industry with a clear leader, and then
examine the differences between the leader and
one or two of the other competitors in the indus-
try. How do the strategies differ? What has the
leader done differently? Or what different things
has the leader done?



[image: image2.png]. How do the five competitive forces in Porter’s
model affect the average profitability of the indus-
try? For example, in what way might weak forces
increase industry profits, and in what way do
strong forces reduce industry profits? Identify an



[image: image3.png]2. a. Conduct a value chain analysis for
McDonald’s. What are its primary activities?
‘What are its support activities? Identify
the activities that add the most value for
the customer. Why? Which activities help
McDonald’s to contain cost? Why?

b. In the past few years, McDonald’s has made
a lot of changes to its menu, adding more
healthy choices and more higher-priced items,
such as those offered in McCafé (e.g.. pre-
mium roast coffee, frappé. and fruit smooth-
ies), and has also enhanced its in-restaurant
services (e.g.. free, unlimited Wi-Fi: upgraded
interiors). Did McDonald’s new priorities—in



[image: image4.png]terms of a broader, healthier menu and an
improved in-restaurant experience—require
changes to its traditional value chain activities?
If so, how? Try to be as specific as possible
in comparing the McDonald’s from the recent
past (focusing on low-cost burgers) to the
McDonald’s of today.



[image: image5.png]3. Interface, Inc., is discussed in Strategy Highlight 5.1.
It may seem unusual for a business-to-business carpet
company to be using a triple-bottom-line approach
for its strategy. What other industries do you think
could productively use this approach? How would it
change customers’ perceptions if it did?

4. The chapter highlights several firms that are
developing business models around a “sharing
economy.” The idea being that assets not cur-
rently in use by their owners (cars, car seats,
homes, rooms, etc.) can be rented to (shared with)
others. What other industries can you think of
that can be disrupted by this new business model?
‘Where do you see “excess” space or other assets
that could perhaps be utilized more efficiently?
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In Chapter 4, we discussed the internal value
chain activities a firm can perform in its business
model (see Exhibit 4.8). The value chain priori-
ties can be quite different for firms taking differ-
ent business strategies. Create examples of value
chains for three firms: one using cost leadership,
another using differentiation, and a third using
value innovation business-level strategy.

The chapter notes there are key differences
between economies of scale and learning effects.
Let us put that into practice with a brief example.



[image: image7.png]A company such as Intel has a complex design
and manufacturing process. For instance, one
fabrication line for semiconductors typically
costs more than $1.5 billion to build. Yet the
industry also has high human costs for research
and development (R&D) departments. Semicon-
ductor firms spend an average of 17 percent of
revenues on R&D. For comparison the automo-
bile industry spends a mere 3 percent of sales on
R&D.* Thus Intel’s management must be con-
cerned with both scale of production and learn-
ing curves. When do you think managers should
be more concerned with large-scale production
runs, and when do you think they should be most
concerned with practices that would foster or
hinder the hiring, training, and retention of key
employees?




