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Question 1

Question Type: MultipleChoice

SIMULATION

XYZ is a toilet paper manufacturer based in the UK. It has 2 large factories employing over 500
staff and a complex supply chain sourcing paper from different forests around the world. XYZ is
making some strategic changes to the way it operates including changes to staffing structure
and introducing more automation. Discuss 4 causes of resistance to change that staff at XYZ
may experience and examine how the CEO of XYZ can successfully manage this resistance to
change

Options:
A- See the complete answer below in Explanation

Answer:
A

Explanation:

Causes of Resistance to Change & Strategies to Manage It -- XYZ Case Study

When XYZ, a UK-based toilet paper manufacturer, implements strategic changes such as staff
restructuring and automation, employees may resist change due to uncertainty, fear, and
disruption to their work environment. Below are four key causes of resistance and how the CEO
can manage them effectively.

Causes of Resistance to Change
1. Fear of Job Loss

Cause: Employees may fear that automation will replace their jobs, leading to layoffs. Factory
workers and administrative staff may feel particularly vulnerable.

Example: If machines take over manual processes like paper cutting and packaging, employees
may see this as a direct threat to their roles.

2. Lack of Communication and Transparency

Cause: When management fails to communicate the reasons for change, employees may
speculate and assume the worst. Unclear messages lead to distrust.

Example: If XYZ's CEO announces restructuring without explaining why and how jobs will be
affected, employees may feel insecure and disengaged.
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3. Loss of Skills and Status

Cause: Some employees, especially long-serving workers, may feel their skills are becoming
obsolete due to automation. Managers may resist change if they fear losing power in a new
structure.

Example: A production line supervisor may oppose automation because it reduces the need for
human oversight, making their role seem redundant.

4. Organizational Culture and Habit

Cause: Employees are accustomed to specific ways of working, and sudden changes disrupt
routine. Resistance occurs when changes challenge existing work culture.

Example: XYZ's employees may have always used manual processes, and shifting to Al-driven
production feels unfamiliar and uncomfortable.

How the CEO Can Manage Resistance to Change

1. Effective Communication Strategy

What to do?

Clearly explain why the changes are necessary (e.g., cost efficiency, competitiveness).
Use town hall meetings, emails, and team discussions to provide updates.

Address employee concerns directly to reduce uncertainty.

Example: The CEO can send monthly updates on automation, ensuring transparency and
reducing fear.

2. Employee Involvement and Engagement

What to do?

Involve staff in decision-making to give them a sense of control.
Create cross-functional teams to gather employee input.
Provide opportunities for feedback and discussion.

Example: XYZ can form a worker's advisory panel to gather employee concerns and address
them proactively.

3. Training and Upskilling Programs

What to do?

Offer training programs to help employees adapt to new technologies.
Provide reskilling opportunities for employees whose jobs are affected.

Reassure staff that automation will create new roles, not just eliminate jobs.
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Example: XYZ can introduce digital skills training for workers transitioning from manual
processes to automated systems.

4. Change Champions & Support Systems

What to do?

Appoint change champions (influential employees) to advocate for change.

Offer emotional and psychological support (e.g., HR consultations, career guidance).
Recognize and reward employees who embrace change.

Example: XYZ can offer bonuses or promotions to employees who successfully transition into
new roles.

Conclusion

Resistance to change is natural, but the CEO of XYZ can minimize resistance through clear
communication, employee involvement, training, and structured support. By managing
resistance effectively, XYZ can ensure a smooth transition while maintaining employee morale
and operational efficiency.

Question 2

Question Type: MultipleChoice

SIMULATION

Evaluate the role of strategic human management in creating competitive advantage for an
organisation

Options:
A- See the complete answer below in Explanation

Answer:
A

Explanation:

Evaluation of the Role of Strategic Human Resource Management (SHRM) in Creating
Competitive Advantage
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Introduction

Strategic Human Resource Management (SHRM) is the proactive alignment of HR policies with
business strategy to achieve long-term success. It focuses on developing talent, leadership,
culture, and employee engagement to enhance organizational performance and
competitiveness.

By implementing effective SHRM practices, companies can create a sustainable competitive
advantage through a highly skilled and motivated workforce.

1. The Role of SHRM in Creating Competitive Advantage

1.1 Talent Acquisition and Workforce Planning

Why it matters?

Recruiting and retaining highly skilled employees is essential for innovation and efficiency.
Workforce planning ensures the right people are in the right roles at the right time.

Example: Google's strategic hiring approach focuses on attracting top Al and engineering
talent, driving innovation in tech.

Competitive Advantage Created:

Builds an expert workforce that competitors cannot easily replicate.

Reduces turnover costs by ensuring long-term retention.

1.2 Employee Development and Training

Why it matters?

Continuous learning and skills development enhance employee productivity and innovation.
Upskilling employees keeps companies ahead in fast-changing industries.

Example: Amazon's Career Choice Program invests in employee training to develop future
leaders and improve workforce capabilities.

Competitive Advantage Created:

Enhances organizational agility by equipping employees with emerging skills.

Creates a culture of continuous improvement and innovation.

1.3 Performance Management and Employee Engagement

Why it matters?

Effective performance management systems ensure employees align with business goals.
Engaged employees are more productive, motivated, and committed to company success.

Example: Salesforce's focus on employee engagement through leadership development and
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internal career growth has resulted in high retention and innovation.
Competitive Advantage Created:

Drives high workforce productivity and efficiency.

Reduces costs related to poor performance and disengagement.

1.4 HR Technology and Data-Driven Decision-Making

Why it matters?

Digital HR tools (e.g., Al-driven recruitment, performance analytics, HR automation) optimize
talent management.

Data-driven HR strategies help predict workforce trends and talent gaps.

Example: Unilever uses Al-driven HR analytics to identify high-potential employees and enhance
leadership succession planning.

Competitive Advantage Created:

Enables data-driven workforce planning for future growth.
Increases efficiency and reduces hiring biases.

1.5 Employee Well-being and Diversity & Inclusion

Why it matters?

Work-life balance policies, mental health support, and DEI (Diversity, Equity, Inclusion)
programs improve workplace culture.

Diverse teams enhance creativity, problem-solving, and innovation.

Example: Microsoft's Diversity & Inclusion programs have strengthened its brand and
innovation by fostering a more inclusive workforce.

Competitive Advantage Created:

Attracts top global talent who seek inclusive workplaces.

Strengthens brand reputation and employee loyalty.

2. Advantages of Strategic HRM in Competitive Positioning

Develops Unique Talent & Expertise -- Hard for competitors to replicate.

Enhances Productivity & Efficiency -- Skilled, engaged employees drive better results.
Supports Business Agility & Innovation -- Workforce is adaptable to market changes.
Builds Strong Employer Brand -- Attracts and retains high-quality talent.

Key Takeaway: SHRM transforms HR from an administrative function to a strategic asset that
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creates long-term value.

3. Challenges & Risks of SHRM

Implementation Costs -- Advanced HR technology and training require investment.
Resistance to Change -- Employees may resist new HR policies.

Measuring ROI Can Be Complex -- Talent development impacts long-term but is hard to
quantify.

Legal & Compliance Risks -- Global HR policies must align with labor laws across different
countries.

Solution: Businesses must integrate HR analytics, leadership buy-in, and cultural change
strategies to overcome these challenges.

4. Conclusion

Strategic Human Resource Management (SHRM) is a key driver of sustainable competitive
advantage by:

Attracting and retaining top talent.

Developing a highly skilled, engaged, and innovative workforce.
Leveraging HR technology and data-driven insights.

Promoting employee well-being, diversity, and inclusion.

Companies that prioritize SHRM create a dynamic, future-ready workforce, ensuring long-term
success in competitive markets.

Question 3

Question Type: MultipleChoice

SIMULATION

XYZ is a toilet paper manufacturer based in the UK. It has 2 large factories employing over 500
staff and a complex supply chain sourcing paper from different forests around the world. XYZ is
making some strategic changes to the way it operates including changes to staffing structure
and introducing more automation. Discuss 4 causes of resistance to change that staff at XYZ
may experience and examine how the CEO of XYZ can successfully manage this resistance to
change
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Options:
A- See the complete answer below in Explanation

Answer:
A

Explanation:

Causes of Resistance to Change & Strategies to Manage It -- XYZ Case Study

When XYZ, a UK-based toilet paper manufacturer, implements strategic changes such as staff
restructuring and automation, employees may resist change due to uncertainty, fear, and
disruption to their work environment. Below are four key causes of resistance and how the CEO
can manage them effectively.

Causes of Resistance to Change
1. Fear of Job Loss

Cause: Employees may fear that automation will replace their jobs, leading to layoffs. Factory
workers and administrative staff may feel particularly vulnerable.

Example: If machines take over manual processes like paper cutting and packaging, employees
may see this as a direct threat to their roles.

2. Lack of Communication and Transparency

Cause: When management fails to communicate the reasons for change, employees may
speculate and assume the worst. Unclear messages lead to distrust.

Example: If XYZ's CEO announces restructuring without explaining why and how jobs will be
affected, employees may feel insecure and disengaged.

3. Loss of Skills and Status

Cause: Some employees, especially long-serving workers, may feel their skills are becoming
obsolete due to automation. Managers may resist change if they fear losing power in a new
structure.

Example: A production line supervisor may oppose automation because it reduces the need for
human oversight, making their role seem redundant.

4. Organizational Culture and Habit

Cause: Employees are accustomed to specific ways of working, and sudden changes disrupt
routine. Resistance occurs when changes challenge existing work culture.

Example: XYZ's employees may have always used manual processes, and shifting to Al-driven
production feels unfamiliar and uncomfortable.
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How the CEO Can Manage Resistance to Change

1. Effective Communication Strategy

What to do?

Clearly explain why the changes are necessary (e.g., cost efficiency, competitiveness).
Use town hall meetings, emails, and team discussions to provide updates.

Address employee concerns directly to reduce uncertainty.

Example: The CEO can send monthly updates on automation, ensuring transparency and
reducing fear.

2. Employee Involvement and Engagement

What to do?

Involve staff in decision-making to give them a sense of control.
Create cross-functional teams to gather employee input.
Provide opportunities for feedback and discussion.

Example: XYZ can form a worker's advisory panel to gather employee concerns and address
them proactively.

3. Training and Upskilling Programs

What to do?

Offer training programs to help employees adapt to new technologies.
Provide reskilling opportunities for employees whose jobs are affected.
Reassure staff that automation will create new roles, not just eliminate jobs.

Example: XYZ can introduce digital skills training for workers transitioning from manual
processes to automated systems.

4. Change Champions & Support Systems

What to do?

Appoint change champions (influential employees) to advocate for change.

Offer emotional and psychological support (e.g., HR consultations, career guidance).
Recognize and reward employees who embrace change.

Example: XYZ can offer bonuses or promotions to employees who successfully transition into
new roles.

Conclusion
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Resistance to change is natural, but the CEO of XYZ can minimize resistance through clear
communication, employee involvement, training, and structured support. By managing
resistance effectively, XYZ can ensure a smooth transition while maintaining employee morale
and operational efficiency.

Question 4

Question Type: MultipleChoice

SIMULATION

XYZ is a successful cake manufacturer and wishes to expand the business to create additional
confectionary items. The expansion will require the purchase of a further manufacturing facility,
investment in machinery and the hiring of more staff. The CEO and CFO are confident that the
diversification will be a success and are discussing ways to raise funding for the expansion and
are debating between dept funding and funding. What are the advantages and disadvantages of
each approach?

Options:
A- See the complete answer below in Explanation

Answer:
A

Explanation:

Evaluation of Debt Funding vs. Equity Funding for XYZ's Expansion
Introduction

As XYZ, a successful cake manufacturer, plans to expand into additional confectionery items, it
requires significant investment in a new manufacturing facility, machinery, and staff. To finance
this expansion, the company must choose between:

Debt Funding -- Borrowing from banks or financial institutions.
Equity Funding -- Raising capital by selling shares to investors.

Each funding option has advantages and disadvantages that impact financial stability,
ownership control, and long-term business strategy.

1. Debt Funding (Loans, Bonds, or Credit Facilities)
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Definition

Debt funding involves borrowing money from banks, lenders, or issuing corporate bonds, which
must be repaid with interest.

Key Characteristics:

The company retains full ownership and decision-making control.
Loan repayments are fixed and predictable.

Interest payments are tax-deductible.

Example: XYZ takes a bank loan of 2 million to purchase new machinery and repay it over five
years with interest.

Advantages of Debt Funding

Ownership Retention -- XYZ keeps full control over business decisions.

Predictable Repayment Plan -- Fixed monthly payments make financial planning easier.

Tax Benefits -- Interest payments reduce taxable income.

Shorter-Term Obligation -- Once the loan is repaid, there are no further obligations.
Disadvantages of Debt Funding

Repayment Pressure -- Regular repayments increase financial risk during slow sales periods.
Interest Costs -- High-interest rates can reduce profitability.

Collateral Requirement -- Lenders may require company assets as security.

Credit Risk -- If XYZ fails to repay, it risks losing assets or damaging credit ratings.

Best for: Companies that want to maintain ownership and have stable revenue streams to cover
repayments.

2. Equity Funding (Selling Shares to Investors or Venture Capitalists)
Definition

Equity funding involves raising capital by selling shares in the company to investors, such as
private investors, venture capitalists, or the stock market.

Key Characteristics:

No repayment obligations, but shareholders expect a return on investment (ROI).
Investors gain partial ownership and may influence business decisions.

Funding amount depends on the company's valuation and investor interest.

Example: XYZ sells 20% of its shares to a private investor for 3 million, which funds new
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production lines.

Advantages of Equity Funding

No Repayment Obligation -- Reduces financial burden on cash flow.

Access to Large Capital -- Easier to raise significant funds for expansion.

Attracts Strategic Investors -- Investors may provide expertise and industry connections.
Spreads Business Risk -- Losses are shared with investors, reducing pressure on XYZ.
Disadvantages of Equity Funding

Loss of Ownership & Control -- Investors gain a say in company decisions.

Profit Sharing -- Dividends or profit-sharing reduce earnings for existing owners.

Longer Decision-Making Process -- Raising equity capital takes time due to negotiations and
regulatory compliance.

Dilution of Shares -- Selling shares reduces the founder's ownership percentage.

Best for: Companies needing large funding amounts with less repayment pressure, but willing to
share ownership and decision-making.

3. Comparison: Debt vs. Equity Funding

Factor Debt Funding & Equity Funding -

Ownership Control Full ownership retained Ownership diluted (shared with investors)

Repayment Yes (fixed loan repayments) No repayment required

Obligation

Financial Risk High (risk of default) Lower (no debt burden)

Cost to Company Interest payments Profit-sharing/dividends

Speed of Faster (bank loans, bonds) Slower (investor negotiations, due diligence)

Acquisition

Best for Companies with stable cash Companies needing large investment with high
flows growth potential

Key Takeaway: The choice between debt and equity funding depends on XYZ's risk tolerance,
cash flow stability, and long-term growth strategy.

4. Conclusion & Recommendation
Both debt funding and equity funding offer advantages and risks for XYZ's expansion.

Debt funding is ideal if XYZ wants to retain ownership and has stable revenue to cover loan
repayments.
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Equity funding is better if XYZ seeks larger investments, strategic expertise, and reduced
financial risk.

Recommended Approach: A hybrid strategy, combining debt for short-term capital needs and
equity for long-term growth, can provide financial flexibility while minimizing risks.

Question 5

Question Type: MultipleChoice

SIMULATION

Currency Options and Currency Swaps are instruments used in foreign exchange. Explain the
advantages of using these derivatives compared to the use of spot transactions

Options:
A- See the complete answer below in Explanation

Answer:
A

Explanation:

Comparison of Currency Options, Currency Swaps, and Spot Transactions in Foreign Exchange
Introduction

In international trade and finance, companies dealing with foreign currencies use various
financial instruments to manage exchange rate risks. The three main instruments are:

Currency Options -- Provide the right (but not obligation) to exchange currency at a fixed rate in
the future.

Currency Swaps -- A contract to exchange currency flows over a set period.
Spot Transactions -- A simple immediate currency exchange based on the current market rate.

While spot transactions offer simplicity, currency options and swaps provide better risk
management and flexibility.

1. Currency Options (Flexible Risk Management Tool)
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Definition

A currency option gives the holder the right, but not the obligation, to exchange a currency at a
predetermined rate on or before a specific date.

Types of Options:
Call Option -- Right to buy a currency at a fixed rate.
Put Option -- Right to sell a currency at a fixed rate.

Example: A UK importer buying goods from the US purchases a GBP/USD call option to protect
against an increase in the exchange rate.

Advantages of Currency Options Over Spot Transactions

Risk Protection -- Protects against adverse currency movements while maintaining upside
potential.

Flexibility -- No obligation to execute the transaction if the exchange rate is favorable.

Ideal for Hedging Future Payments -- Useful for businesses with uncertain future cash flows in
foreign currencies.

Disadvantages

Premium Costs -- Buying options requires upfront payment.

Complexity -- More sophisticated than spot transactions.

Best for: Businesses managing currency risk with unpredictable payment schedules.
2. Currency Swaps (Long-Term Hedging Solution)

Definition

A currency swap is a contract between two parties to exchange currency flows over a set period
at a predetermined rate.

How It Works:
Companies exchange principal and interest payments in different currencies.
Used to secure long-term financing in foreign markets.

Example: A UK company with a loan in USD enters a GBP/USD swap with a US firm to exchange
interest payments, reducing exchange rate risk.

Advantages of Currency Swaps Over Spot Transactions
Long-Term Stability -- Protects businesses from long-term exchange rate fluctuations.
Cost Efficiency -- Often cheaper than converting currency via spot transactions repeatedly.

Reduces Interest Rate Risk -- Useful for companies with foreign currency debt obligations.



CIPS L6M2 Practice Questions BY Haney - Page 15

Disadvantages
Less Flexible Than Options -- The swap contract must be followed as agreed.
Counterparty Risk -- Dependent on the financial stability of the other party.

Best for: Companies with long-term foreign currency liabilities (e.g., loans, international
contracts).

3. Spot Transactions (Immediate Currency Exchange, No Hedging)
Definition

A spot transaction is a straightforward exchange of currency at the current market rate for
immediate settlement (usually within two days).

Example: A European exporter receiving USD payment converts it immediately into EUR using a
spot transaction.

Limitations Compared to Derivatives (Options & Swaps)
No Risk Protection -- Subject to daily exchange rate volatility.
Not Suitable for Future Obligations -- Cannot hedge against expected payments or receipts.

Higher Costs for Frequent Transactions -- Repeated spot trades incur forex fees and spread
costs.

Best for: Small businesses or one-time transactions with no currency risk concerns.

4. Comparison Table: Currency Options, Swaps, and Spot Transactions

Spot Transactions

Feature Currency Options @ Currency Swaps E
Purpose Hedging future exchange rate Long-term currency Immediate currency
risks exchange risk management exchange
Obligation to Ma (buyer has a choice) Yes (contractually binding) Yes (immediate
Execute settlement)
Risk Protection High Medium (for long-term None
contracts)
Flexibility High (optional execution) Low (fixed agreement) High {instant
exchange)
Best for Businesses with uncertain Companies with long-term Immediate, one-time
future cash flows in foreign foreign currency liabilities payments
currency
Main Costly premiums Counterparty risk High exposure to
Disadvantage currency volatility

Key Takeaway:
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Currency options offer flexibility and protection but come at a cost.
Currency swaps provide long-term stability for large corporations.

Spot transactions are simple but expose businesses to market fluctuations.
5. Conclusion & Best Recommendation

For businesses engaged in international trade, investments, or loans, using currency options
and swaps is superior to spot transactions, as they provide:

Protection from exchange rate volatility.

Cost efficiency for large or recurring transactions.
Better financial planning and risk management.
Best Choice Based on Business Needs:

For short-term flexibility Currency Options

For long-term contracts or loans Currency Swaps
For one-time currency exchange Spot Transactions

By selecting the right derivative instrument, businesses can reduce foreign exchange risk and
improve financial stability.

Question 6

Question Type: MultipleChoice

SIMULATION

Explain how culture and historic influences can impact upon a business's strategic decisions and
positioning within the marketplace

Options:
A- See the complete answer below in Explanation

Answer:
A
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Explanation:

How Culture and Historic Influences Impact Strategic Decisions and Market Positioning

A business's strategic decisions and positioning within the marketplace are shaped by both
organizational culture and historical influences. These factors affect how a company develops
strategy, interacts with customers, manages employees, and competes globally.

1. The Role of Organizational Culture in Strategic Decisions

Organizational culture is the shared values, beliefs, and behaviors within a company. It
influences decision-making, innovation, and competitive advantage.

How Culture Affects Strategy

Risk Appetite -- A culture that embraces innovation (e.g., Google) will invest in R&D, while risk-
averse cultures (e.g., traditional banks) focus on stability.

Decision-Making Speed -- Hierarchical cultures (e.g., Japanese firms) rely on consensus, while
Western firms (e.g., Apple) may have centralized decision-making.

Customer Engagement -- A customer-centric culture (e.g., Amazon) leads to investment in
personalization and Al-driven recommendations.

Example:

Toyota's Kaizen Culture (Continuous Improvement) has shaped its lean manufacturing strategy,
giving it a competitive advantage in cost efficiency.

2. How Historic Influences Shape Business Strategy

Historical events, past business performance, economic trends, and industry evolution shape
how businesses position themselves in the marketplace.

How History Affects Strategy

Legacy of Innovation or Conservatism -- Companies with a history of innovation (e.g., IBM,
Tesla) continuously push boundaries, while firms with traditional roots (e.g., British banks)
focus on risk management.

Economic Crises and Financial Stability -- Businesses that survived financial crises (e.g., 2008
recession) tend to develop risk-averse financial strategies.

Market Reputation and Consumer Perception -- A strong historical reputation can be leveraged
for branding (e.g., Rolls-Royce's luxury image).

Example:

Lego nearly went bankrupt in the early 2000s, leading it to redefine its strategy, focus on digital
gaming partnerships, and revive its brand.

3. The Influence of National and Corporate Culture on Global Positioning
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When expanding globally, businesses must align their strategies with different cultural
expectations.

How Culture Affects Global Market Entry

Consumer Preferences -- Fast food chains adapt menus for local cultures (e.g., McDonald's in
India offers vegetarian options).

Negotiation & Communication Styles -- Business negotiations in China emphasize relationships
('Guanxi'), while Western firms prioritize efficiency.

Leadership and Management Approaches -- German firms emphasize engineering precision,
while Silicon Valley firms prioritize agility and experimentation.

Example:

IKEA modifies store layouts in different countries---small apartments in Japan vs. large home
spaces in the U.S.

4. Strategic Positioning Based on Cultural & Historic Factors

A company's historical and cultural influences define its positioning strategy:

Strategic Positioning

Factor Cultural & Historic Influence Example

Cost Leadership History of cost-efficiency & lean Toyota's lean manufacturing
production

Differentiation Innovation-driven culture Apple's product design strateqy

Sustainability Environmentally conscious culture Patagonia’s eco-friendly branding

Heritage Branding Using history for premium positioning Rolex leveraging Swiss

craftsmanship

Conclusion

A business's strategic decisions and market positioning are deeply influenced by organizational
culture, national culture, and historical performance. Companies that leverage their cultural
strengths and adapt to market history can achieve long-term competitive advantage.

Question 7

Question Type: MultipleChoice

SIMULATION

Describe and evaluate the use of the VRIO Framework in understanding the internal resources
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and competencies of an organisation.

Options:

A- See the complete answer below in Explanation

Answer:

A

Explanation:

The VRIO Framework: Understanding Internal Resources and Competencies

The VRIO Framework is a strategic analysis tool used to assess an organization's internal
resources and competencies to determine whether they provide a sustainable competitive
advantage. Developed by Jay Barney, VRIO stands for Value, Rarity, Imitability, and

Organization.

1. Explanation of the VRIO Framework

The VRIO model evaluates whether a firm's resources and capabilities contribute to a sustained

competitive advantage.

VRIO Element

Value (V)

Rarity (R}

Imitability (1)

Organization
(@)

Key Question

Does the resource create value for the

company and customers?

Is the resource unigue or scarce in the

industry?

Is it difficult for competitors to copy or

substitute?

Does the company have the structure,
culture, and processes to exploit this

resource?

Impact on Competitive Advantage

If YES, the resource contributes to
efficiency, cost reduction, or

differentiation.

If YES, it limits competition and enhances

market position.

If YES, it strengthens long-term

competitive sustainability.

If YES, the company can fully utilize its

competitive advantage.

Example: Apple's software ecosystem (iOS, App Store) is valuable, rare, hard to imitate, and
well-organized, giving it a sustainable competitive advantage.

2. The Use of VRIO in Assessing Internal Resources and Competencies

Companies use the VRIO framework to identify which resources provide temporary or
sustainable competitive advantages.
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VRIO Qutcome Competitive Impact Example

V Only Competitive Disadvantage A commodity product with no unique features
V+R Temporary Competitive Advantage MNew technology that competitors can replicate
V+R+1 Stronger Competitive Advantage Tesla’s proprietary battery technology
V+R+1+0 Sustainable Competitive Advantage Google's Al-driven search algorithm

3. Advantages of Using VRIO in Strategic Decision-Making

Identifies Core Competencies -- Helps organizations focus on key strengths that drive long-term
success.

Guides Investment Decisions -- Encourages businesses to invest in resources that are difficult to
imitate.

Improves Competitive Strategy -- Helps firms differentiate between short-term vs. long-term
advantages.

Example: Coca-Cola's brand equity is VRIO-positive, making it difficult for new entrants to
replicate.

4. Limitations of the VRIO Framework

Ignores External Factors -- Unlike PESTLE or Porter's Five Forces, VRIO does not account for
market conditions or regulatory changes.

Subjectivity in Resource Evaluation -- Assessing whether a resource is truly valuable or rare can
be complex.

Lack of Actionable Steps -- VRIO identifies competitive strengths but does not provide strategies
for leveraging them.

Example: A company may identify a rare talent pool, but poor organizational structure (O) can
prevent it from leveraging this advantage.

5. Application of VRIO in Business Strategy

Businesses across different industries use VRIO to assess their internal strengths:

Industry Company & VRIO Resource Competitive Advantage

Technology Google's Al search algorithm Sustainable

Automotive Tesla's battery technology Strang

Retail Amazon's logistics network Sustainable

Luxury Rolex's craftsmanship & brand heritage Sustainable
Conclusion

The VRIO Framework is a valuable tool for evaluating internal resources and capabilities,
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allowing businesses to identify sustainable competitive advantages. However, it should be used
alongside external analysis tools (e.g., PESTLE, SWOT) to ensure a comprehensive strategic
assessment.

Question 8

Question Type: MultipleChoice

SIMULATION

Explain the characteristics of strategic decisions. At what level of a business are strategic
decisions made and why?

Options:
A- See the complete answer below in Explanation

Answer:
A

Explanation:

Characteristics of Strategic Decisions

Strategic decisions are long-term, high-impact choices that shape a company's future direction.
These decisions differ from operational and tactical decisions in several key ways:

Long-Term Focus -- Strategic decisions determine the future direction of a business, often
spanning several years.

Example: A company deciding to expand into international markets.

Significant Impact -- They affect the entire organization, influencing growth, profitability, and
market positioning.

Example: A shift from a brick-and-mortar retail model to an e-commerce-based approach.

Resource Intensive -- They require large financial, human, and technological resources to
implement.

Example: Investing in Al-driven supply chain automation.

High Risk and Uncertainty -- These decisions involve considerable risks due to market changes,
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competition, and external factors.
Example: Entering an emerging market with regulatory and political risks.

Difficult to Reverse -- Strategic decisions are not easily changed without significant costs or
consequences.

Example: Mergers and acquisitions require extensive planning and are challenging to undo.

Cross-Functional Involvement -- They require input from multiple departments (finance,
marketing, operations, IT).

Example: A new product launch involves R&D, marketing, supply chain, and finance teams.

Aimed at Gaining Competitive Advantage -- The goal is to improve the company's market
position and long-term success.

Example: Tesla's focus on electric vehicle technology and charging infrastructure.
At What Level Are Strategic Decisions Made?

Strategic decisions are made at the corporate and business levels, typically by senior
management and executives. The three levels of decision-making in a company are:

1. Corporate-Level Decisions (Top Management)

Made by the CEO, Board of Directors, and Senior Executives.

Concerned with the overall direction of the company.

Focuses on long-term objectives, market expansion, mergers & acquisitions.
Example: Amazon's decision to acquire Whole Foods to expand into the grocery industry.
2. Business-Level Decisions (Middle Management)

Made by Divisional Heads, Business Unit Managers, and Senior Functional Leaders.
Focuses on how to compete effectively within a specific industry or market.

Covers areas such as pricing, product differentiation, and operational efficiency.
Example: Netflix shifting from a DVD rental business to a streaming service.

3. Functional-Level Decisions (Operational Managers)

Made by Department Heads, Operational Managers, and Team Leaders.

Concerned with day-to-day implementation of strategic and business-level plans.
Focuses on efficiency, productivity, and execution of company strategy.

Example: A supply chain manager optimizing inventory levels to reduce costs.

Why Are Strategic Decisions Made at the Corporate and Business Levels?
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Require Vision and Expertise -- Senior executives have the big-picture perspective needed for
long-term planning.

Affect the Entire Organization -- These decisions impact multiple departments, requiring cross-
functional coordination.

High-Risk and Costly -- Strategic choices involve financial investments, brand reputation, and
market positioning.

Long-Term Focus -- Corporate-level leaders ensure that decisions align with the company's
mission, vision, and goals.

Conclusion

Strategic decisions shape the company's future, requiring careful planning, significant
investment, and risk assessment. They are made at the corporate and business levels because
they impact the entire organization, require expert leadership, and have long-term
consequences.



CIPS L6M2 Practice Questions BY Haney - Page 24

To Get Premium Files for LoM?2 Visit
https://www.p2pexams.com/products/l6m?2

For More Free Questions Visit

https://www.p2pexams.com/cips/pdf/l6m?2

20%

DISCOUNT


https://www.p2pexams.com/products/L6M2
https://www.p2pexams.com/cips/pdf/l6m2

