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1. In terms of corporate strategy, General Motors integrated vertically in the 1920s, diversified in
the 1930s, and expanded overseas in the 1950s: (a) Explain the rationales of these
developments with reference to the profitability of pursuing each strategy. (b) Why do you
think vertical integration is normally the first strategy to be pursued after concentration on a
single business? Do you agree that strategic alliances will eventually replace vertical
integration as a mainstream strategy?

2. Please explain the following theories and illustrate their applications to the strategic
management issues.
(1) Agency theory
(2) Transaction Cost Theory
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