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Part I- Write “True” if the statement is correct otherwise write “False” on the answer 
sheet attached at the back (10points) 

1. Weaker competition indicates that producers gain much of the value. 
2.  The profitability of an industry is determined by four primary sources of competitive pressure.  
3.  The major factors which determine the intensity of competition between firms are diversity of 

Competitors & concentration. 
4. Market growth rate is an indicator of the strength of the firm in the industry relative to its competitors. 
5. Market attractiveness & business strength make an excellent marketing sense for rating a business. 
6. Timely & inaccurate environmental information is critical for running a business. 
7. Environmental scanning is searching out & sorting information about the industry. 
8. Switching costs are the costs that a producer incurs as a result of changing brands, suppliers or 

products. 
9. High exit barriers tend to keep firms competing in the industry even though the industry is not 

     attractive. 

10. Harvest is maximizing investment with the intention of liquidating the company. 

Part II- Matching (5 points) 

Match the Terms in Column A with a related meaning in column B and write the letter of the 

answer on the answer sheet provided (1 Mark each) 

              Column A Column B 

1. Strategic planning process     A. Technological analysis  
2. External environmental analysis    B. Threat  
3. Stronger competition indicates surplus value  C. Weakness  
4. Major unfavorable situation in the firm’s environment D. Defining business mission  
5. A strategy focuses on effecting the growth of a single E. Competitor advantage   

 product or a few closely related products or services.  F. Producer surplus  
        G. Consumer surplus  
        H. Market penetration strategy  

 Part III -choose the best answer from the given alternatives and write your 
answers in the answer sheet attached at the back of the exam booklet (15 points) 

1.  Which of the following is not correct about strategic management? 
A.  Is a unified comprehensive & integrated plan relating to the strategic advantages of the firm 

to the challenges of the environment 
B. Is the set of managerial decisions & actions that determines the long-run performance of a 

corporation 
C. Emphasizes monitoring & evaluating environmental opportunities & threats in light of 

corporation’s strengths & weaknesses 
D. Incorporates the integrative concerns of business policy with a heavier environmental & 

strategic emphasis    E. None of the above 
 



 
 

2. Identify the wrong statement about critical tasks of strategy 
A. Analyze the company’s options by matching its resources with external environment 
B. Conduct an analysis that reflects the company’s internal conditions & capabilities 
C. Evaluating the failure of strategic process an input for future decision making 
D. Formulate the company’s mission, including broad statements about its purpose, goals & philosophy 

3.  All are elements in the business environment undergo changes except, 
A. Information change 
B. Technological change 
C. Economic factors change 

D. Competitive situation change 
E. None 

4.  The profitability of the industry is determined by 
A. The value of the product to the consumer 
B. The intensity of the competition in the industry 
C. The relative bargaining  power between different levels in the industry 
D. The intensity of the competition to the customer 
E. All except D 

5. What are the questions to be raised by managers to scan the environment 
A. Is the company too dependent on powerful suppliers? 
B. Who are our current competitors? 
C. What substitutes exist for our product or service? 
D. Is the company too dependent on powerful customers? 
E. Are there few or many entry barriers to the industry?  

6. Industry & market analysis includes except, 
A. Industry forces 
B. Competitor profile 

C. Industry profile 
D. Industry growth 

7. Identify which is not categorized under  external environmental analysis  
A. Competitor analysis 
B. Micro-economic analysis 
C. Political & regulatory analysis 

D. Human resource analysis 
E. Technological analysis 

8. The profitability of an industry is determined by five primary sources except, 
A. The bargaining power of buyers 
B. Competition by established firms 
C. Competition by customers of substitutes 
D. Competition by suppliers of substitutes 
E. The threat of competition from entrants 
F. The bargaining power of suppliers 

9. Which of the following is not correct about grand strategy? 
A. Is a comprehensive general strategy which provides the basis for strategic direction for the 

accomplishment of short term goals 
B. Grand strategy includes growth, stability, & retrenchment types of strategies 
C. In stability strategy, management maintains the status quo, if the company is doing well 
D. Growth strategy is expansion of the operation of the company & addition of new areas of 

operation 
10. Which of the following is wrong statement? 
A. Industry analysis is concerned with establishing industry profitability 
B. Industry analysis is also important for the formulation of business strategy 



C. The basic source of profit for an industry is the value of the product to the consumer 
D. Stronger competition generally indicates that surplus value is largely transferred to the producer 

11. Which of the following is not source of barrier to entry? 
A. Economies of scale 
B. Brand recognition & loyalty 
C. Retaliation 

D. Rivalry between established firms 
E. Preference of distribution 

12. The major factors which does not determine the intensity of competition between existing firms 
are; 

A. Need to recover fixed costs 
B. Capital requirements 
C. Diversity of competitors 

D. Concentration 
E. Commoditization of products 

13. Identify the element that is categorized under possible growth strategies 
A. Concentration 
B. Diversification 
C. Stability strategy 

D. Vertical integration 
E. Horizontal integration 

14. Which of the following is not a factor that influence portfolio strategy 
A. Value system 
B. Position on the portfolio matrix 
C. Competitive environment 

D. Portfolio strategy of parent 
E. None of the above 

15. Identify the element which is not included in entry barriers 
A. Cost disadvantages 
B. Non-monopoly elements 
C. Government policy 

D. Product differentiation 
E. None of the above

Part IV - Fill in the blank space with appropriate words clearly and write you answer in 
the answer sheet attached.  (5 points) 

1. Restructuring the organizational operations in order to restore the appropriate 
levels of profitability is called_________________________. 

2. ____________________________ is expansion of organization by acquiring one or 
more competitors. 

3. ____________________________ examines the strengths & weaknesses of the 
manufacturing, production or service delivery activities of the organization. 

4. Identifying consumer, environmental, & similar activist groups that attempt to 
influence the industry is known as ________________________. 

5. An organization’s ______________ is the purpose for the organization’s existence. 

   Part V- Essay (15%) 

1. List out the elements of retrenchment strategies? (3points) 
2. List down the steps of strategic planning process? (3points) 
3. What are the internal environmental analyses covers? (3points) 
4. Define vertical integration? (2points) 
5. What are the elements included in defensive strategies? (4points) 
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