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C H A P T E R 6
Business Strategy: Differentiation, Cost Leadership, and Integration

Overview of the Chapter

This chapter, the first in Part 2 on strategy formulation, takes a close look at business-level strategy and how to compete for advantage. Business-level strategy details the actions managers take in their quest for competitive advantage when competing in a single product market. The chapter introduces the generic business strategies and then dives into detail on differentiation and cost-leadership strategies. At the firm level, performance is determined by value and cost positions relative to competitors. The chapter continues by integrating the five forces model (from Chapter 3) with business-level strategies. Finally, the integration strategy is discussed and the dynamics of competitive position are outlined. 
Learning Objectives 
LO 6-1 Define business-level strategy and describe how it determines a firm’s strategic

position.

LO 6-2 Examine the relationship between value drivers and differentiation strategy.

LO 6-3 Examine the relationship between cost drivers and cost-leadership strategy.

LO 6-4 Assess the benefits and risks of cost-leadership and differentiation business

strategies vis-à-vis the five forces that shape competition.

LO 6-5 Explain why it is difficult to succeed at an integration strategy.

LO 6-6 Evaluate value and cost drivers that may allow a firm to pursue an integration

strategy.

LO 6-7 Describe and evaluate the dynamics of competitive positioning.

Chapter Outline

1. CHAPTERCASE 6 Trimming Fat at Whole Foods Market

2. 
Business-Level Strategy: How to Compete for Advantage? (LO 6-1)
a. Strategic Position
b. Generic Business Strategies
3. Differentiation Strategy: Understanding Value Drivers (LO 6-2)
a. Value Drivers
b. Strategy Highlight 6.1 Toyota: From “Perfect Recall” to “Recall Nightmare”

4. Cost-Leadership Strategy: Understanding Cost Drivers (LO 6-3)
a. Strategy Highlight 6.2 Ryanair: Lower Cost than the Low-Cost Leader!
b. Cost Drivers

5. Business-Level Strategy and the Five Forces: Benefits and Risks (LO 6-4)
a. Benefits and Risks of the Cost-Leadership Strategy

b. Benefits and Risks of the Differentiation Strategy

6. Integration Strategy: Combining Cost Leadership and Differentiation (LO 6-5)
a. Integration Strategy at the Business Level

b. Value and Cost Drivers of Integration Strategy (LO 6-6)
c. Integration Strategy at the Corporate Level

7. Gaining & Sustaining Competitive Advantage The Dynamics of Competitive
Positioning (LO 6-7)
8. CHAPTERCASE 6 / Consider This…
9.  Discussion Questions



Lecture Suggested Outline
I

 seq NLA \r 0 \h .
Overview
A

 seq NL1 \r 0 \h .
We now move to the first part of strategy formulation: business-level strategies.
B

 seq NL1 \r 0 \h .
We cover differentiation, cost leadership, and integration strategies, and close with competitive positions that change over time. 

II

 seq NLA \r 0 \h .
ChapterCase 6 – Trimming Fat at Whole Foods Market
This brief case is designed to engage the student’s attention and discuss how even successful differentiated retailers need to be prepared for changes. 

Show PowerPoint Slide 6.4 and 6.5

Key Points of Case
 Teaching Tips
Many students know of Whole Foods and some have shopped in their stores. The idea that they use differentiation should be pretty easy for the students to understand. Most will comment that the prices are higher at Whole Foods than a typical grocer (like Kroger or Safeway), but the quality of the food is also considered to be better. 
One of the ways we like to bring up the subject of the need for Whole Foods to change is to talk about the organic food market today versus when Whole Foods opened in 1980. “When Walmart is a major retailer for organic foods, you can’t really call that a differentiator today, can you?” Whole Foods WAS organic foods when they started and they had the large-scale market mostly to themselves competing chiefly against local food co-ops and small specialized food outlets, but this is clearly not the case in 2012. 

If you like using videos in your course, there is a video linked to the “consider this” at the end of the chapter on the extension of Whole Foods. It’s embedded in Slide 3.39, and a link is also posted further on in this document. 

III

 seq NLA \r 0 \h .
Business-Level Strategy: How to Compete for Advantage?
 seq NL1 \r 0 \h 
Asking the right questions is key to understanding strategy. For business-level strategies, a customer focus is usually appropriate, as found in Slide 6.6. 
Show PowerPoint Slide 6.6 and 6.7

Industry & Firm Determine Competitive Advantage

 Teaching Tips
Slide 6.7 can be used to pull together several topics touched on in previous chapters. Chapter 1 noted that competitive advantage is based on the interdependence of firm and industry effects (on the left side of the figure). The blue boxes at the top of the figure bring out industry elements discussed in Chapter 3. The green boxes in the lower part of the diagram are the primary subject for this chapter. 


IV. 
Strategic Position

Strategic position is the profile based on value creation and cost. Higher value tends to require higher cost, thus the need for trade-offs for businesses to choose between a cost or value position. 
Show PowerPoint Slides 6.8 and 6.9
Strategic Position and Trade-offs 
V. 
Generic Business Strategies 
A. Two fundamentally different business strategies: differentiation and cost leadership. They are generic due to their wide application to disparate organizations.

B. The scope of competition must also be considered. The business can target a broad audience or a narrow or niche market. 
Show PowerPoint Slide 6.10 and 6.11
Generic Business Models
 Teaching Tips
The generic strategies will build on the marketing courses the students have had prior to this strategy course. The narrow and broad competitive scope complements well with selling into broad or niche target markets. 
Additionally, a McGraw-Hill Connect online interactive exercise is available that covers the generic business strategies in more detail. You may wish to assign this as an auto-graded homework for the students. It ensures they achieve Learning Objective 6-1. 

Show PowerPoint Slide 6.12
Generic Business Model Small Group Exercise
 Teaching Tips
Figure 6.2 can be used in a variety of ways to generate class discussion. We have at times split the class into small groups and assigned each group a different consumer industry, and then asked each group to identify firms in the industry and where they fit in the 2×2 rubric. The Whole Foods case opener is sometimes used as a starting point for a class discussion of the grocery industry. Other industries the students are very familiar with are restaurants, retail stores, shoes, and automobiles. 

As an alternative, we have provided Slide 12, which has a small group activity the whole class can do at the same time and then compare answers after 5 minutes of small group discussion. 
We find it helpful to remind the students of the strategic groups discussion (in Chapter 3) as this tool identifies business strategies that would be similar or different from one firm to the next. If used within a large industry (such as airlines), the results should yield a list of firms that make up strategic groups and are direct competitors with each other within the groups. You could, for example, use the airline industry as an example here, and then pull up the strategic group map from Chapter 3 (Exhibit 3.7) and see how they compare/contrast. This is particularly enlightening if the student places multiple firms in the generic business boxes rather than limit them to only one per category. The MiniCase for this chapter discusses JetBlue, and you may choose to use that as a launching point for a discussion of airline industry firms. Also, we have a strategy highlight further on in the chapter on Ryanair in this industry. 

VI. 
Differentiation Strategy: Understanding Value Drivers 

A. 
Differentiation strategy will add unique or otherwise rare features to increase the value as viewed by the customers. This value in turn will drive a higher price for the product or service.  

B.
Panel (b) in Exhibit 6.3 is typically the case, as driving higher value will often increase cost. As long as the value gap is increased (value increases MORE than cost), the differentiation will benefit the firm. 
 Show PowerPoint Slide 6.14, 6.15, and 6.16
Value Drivers
 Teaching Tips
A McGraw-Hill Connect online interactive video exercise is available that covers the differentiation business strategies in more detail. You may wish to assign this as an auto-graded homework for the students. It ensures an understanding of Learning Objective 6-2. The video was produced by McKinsey Consultants and discusses the highly differentiated Japanese consumer. It also discusses some interesting uses of the Internet in reaching customers in Japan. 

VII. Cost-Leadership Strategy: Understanding Cost Drivers
A. Strategy Highlight 6.2 Ryanair: Lower Cost than the Low-Cost Leader!
This highlight applies many of the cost drivers to a very low-cost airline from Ireland. Ryanair is clearly a firm in the Panel (b) position from Exhibit 6.4. They are providing lower-value services and driving their costs low or generating revenues from fees other airlines are not charging to offset some of their costs. 
Show PowerPoint Slide 6.18–6.19
Ryanair Highlights & Graphic
 Teaching Tips
We chose Ryanair as an example of low-cost leadership to use a firm that many U.S. students have not heard of but is still in an industry with which they are quite familiar. Our students tell us that by their senior year or MBA level courses, they are tired of talking about Southwest Airlines! Yet the airline industry has many facets that are a challenge for formulating and implementing strategy. They enjoy finding out about the Irish company and reflecting on how, in many ways, Ryanair is in the leadership position on cost and price structures. For example, most major U.S. airlines that made money in 2010 did so in large part due to the $5.7 billion dollars they collected in checked baggage and other fees! Total industry profits were $2.6 billion (an example story and video can be found at: 11http://abcnews.go.com/Travel/airlines-made-57-billion-profits-2010-fees/story?id=13832011).

Slide 6.19 is a complementary graphic of typical Ryanair charges. It explains where some of the fees come from that add onto the $8 price of the seat on the plane. 


B. Slide 6.20 is a slide covering Small Group Exercise 1 from the end of the chapter. Comments on the activity are shown further on in the Discussion Questions section. 
Show PowerPoint Slide 6.20

Small Group – Ryanair Fee Disclosures & Competition

VIII. Cost Drivers
A. 
We first look at the cost of input factors and economies of scale. The scale discussion is extended in the slides as some students struggle with the implications of minimum efficient scale and the diseconomies of scale. The scale discussion leads to the introduction of Exhibit 6.5, which visually shows the range of scale impacts. 
Show PowerPoint Slides 6.21 – 6.23

Cost Drivers: Inputs & Scale
 Teaching Tips
The example of W. L. Gore for diseconomies of scale comes from the very readable book The Tipping Point by Malcolm Gladwell. In the book, Gladwell goes on to discuss a Dunbar Number, which is named after a UK scholar (Robin Dunbar). He argues that humans have cognitive limits at around 150 friends. Others, such as W. L. Gore Inc., have expanded the idea into effective work group size limits due to excess bureaucracy and management that slows down decision making as the group size grows. 
To further the idea of scale, there is an example from ocean liners. The text discusses the commercial and physical limits for airplanes. Royal Caribbean Cruises is also betting on economies of scale. It recently launched its new $1.4 billion luxury cruise ship, the Oasis of the Seas—the world’s largest at 20 stories above the sea and stretching more than four football fields. The Oasis of the Seas can accommodate more than 5,400 passengers. Will it allow Royal Caribbean to capture economies of scale, or will it prove too large, leading to diseconomies of scale?


B. 
An additional slide on the “Big Box” advantage is added as additional material to supplement the text discussion on taking advantage of physical properties. 
Show PowerPoint Slide 6.24
Cost Drivers: Big Box Scale

C. 
The last two cost drivers both relate to efficiency improvements over units produced. We have added a slide showing only the learning curve as a preface to the experience curve discussion in Exhibit 6.6. 
Show PowerPoint Slides 6.25 – 6.27
Cost Drivers: Learning & Experience Curves
IX. Business-Level Strategy and the Five Forces: Benefits and Risks 


We synthesize the Five Forces discussion from Chapter 3 now into the generic business-level strategies. This discussion helps the students understand the industry implications of the business-level decisions. 
Show PowerPoint Slide 6.29
Benefits and Risks of Competitive Positioning
X. Integration Strategy: Combining Cost Leadership and Differentiation 

Integration strategy when successfully accomplished can be a powerful pathway to gain and sustain a competitive advantage. Because it is inherently difficult to attain due to required trade-off decisions, those firms that do attain it will tend to hold a competitive advantage for a longer period. 
Show PowerPoint Slides 6.31 – 6.35
Integration Strategy

 Teaching Tips
We have found Exhibit 6.9 to be one of the most useful in bringing out the context of the different generic business strategies. By understanding how the drivers are different or similar (complementarity) between the three different strategies, students will gain a deeper understanding of the competitive nature by applying the concepts noted in the text to Leopard Cycles. 
Additionally, a McGraw-Hill Connect online interactive exercise is available that covers the integration strategies in more detail. You may wish to assign this as an auto-graded homework for the students. It assures an understanding of Learning Objectives 6-5 and 6-6. 

XI. Gaining & Sustaining Competitive Advantage The Dynamics of Competitive Positioning 
A. 
An important element in positioning is time. This final tool gives us a way to study how businesses within an industry can change over time. By combining the idea of a productivity frontier from economics with best practices across firms, we can chart the relative competitive positions, as shown in Exhibit 6.10 (Slide 6.38). 

Show PowerPoint Slides 6.37 and 6.38
Dynamics of Competitive Positioning
 Teaching Tips
HP, Apple, and Dell look to be good examples about the importance of the changing business strategies. In August 2011, HP announced its intention to spin off, or sell, its personal computer business. The instructor will need to check in on recent industry announcements/changes if there is a desire to update the information on this industry in real-time. 

XII. 
 CHAPTERCASE 6 / Consider This…
A.  We revisit the opening case with extended information focusing on the success of Whole Foods and their need for change. Suggested thoughts/answers to the case questions are provided in the following.  
Show PowerPoint Slide 6.39
Whole Foods Consider This…
 Teaching Tips
This slide has an embedded video lasting 4½ minutes of an interview with Whole Foods CEO, John Mackey, on the low cost of a healthy diet. It is the video referenced in the Consider This section endnotes at the end of the chapter.

http://online.wsj.com/video/economicseating-on-200-a-month/3DF20E71-5D24-4257-BF37-795299A3B916.html?mod=googlewsj 

XIII.  Take-Away Concepts
A.  Here we select a few of the key items from the chapter for quick review.  

XIV.  Key Terms
A.  Here we show the key items from the chapter for a review and test of understanding.

END OF CHAPTER ANSWER GUIDE

 Teaching Tips
A variety of case, discussion, ethics, and explicit small group questions are provided at the end of every chapter. Instructors may find it useful to assign some for homework and some for general class discussion. Many concepts in strategy do not yield hard and fast answers and if the students have a chance to do a little interacting early in the course, it helps stimulate better discussions on issues of nuance or context that are internalized best through discussion or intensive written assignments. 
We have found that having a brief small group activity early in the class period helps generate better discussions for the entire class period. There are at least three reasons for this. First, it gets students out of the “sit back and absorb” mode since they need to contribute ideas to the team. Second, it allows the students to speak up in class discussion about what the group thought. This is a more comfortable method for many rather than stating only their own viewpoint for the class to critique. Finally, having the small group discussion permits students to verify some of their own thoughts and strengthen the logic of their points before expressing them to the whole class. 

CHAPTERCASE 6 Consider This…
Thinking about this chapter’s opening case, answer the following questions.

1. Which value drivers is Whole Foods using to remain differentiated in the face of Walmart and other competitors that are now selling organic foods? (Looking back at Exhibit 6.9 may be useful.) 

· Whole foods is refocusing on healthy eating by introducing educational elements into its stores. Cooking classes, wellness clubs, and other special demonstrations are being created to provide additional information to Whole Foods customers. This customization of the retail space is likely to be viewed positively by the store’s clientele, but it also takes time and money to create and hold the events. Will the extra costs result in extra sales? 
· They are also building on a growing movement to fight childhood obesity by putting salad bars in schools. Whole Foods is creating a good customer experience by treating employees well (and being on the “best companies to work for” list every year). This creates improved customer service experiences. 
2. Given the discussion in the ChapterCase about Whole Foods trimming its cost structure, does the firm risk being “stuck in the middle”? Why or why not?
While this is a possibility, it seems from the write-up that the focus for Whole Foods is still squarely on differentiation. They were just trying to be smarter in how they manage the cost side of the business. Expanding into private labels, for example, doesn’t mean those private brands will be competing price-wise with traditional grocers. It seems to mean they are giving their customers some additional choices. 
Whole Foods will have to keep a check on their “value gap” (V-C) to be sure they are not drifting into a “stuck in the middle” situation. 

3. What other methods could Whole Foods use to successfully drive its business strategy? 
Students may come up with a wide variety of creative ideas with this question. The key point is that the answers are grounded in discussions of value, cost, and scope of competition. For example, students could say Whole Foods should move into a membership model similar to Costco with an eye toward supplying fresh foods to school and large employer cafeterias. This increases the economy of scope by adding another outlet for food products. It may be considered an innovative way to get more healthy food out to large institutional customers that provide meals to kids or employees while at the same time building a revenue stream rather than just donating salad bar equipment to schools. 

Discussion Questions
1. What are some drawbacks and risks to a broad generic business strategy? To a focused strategy?

As the text notes, there is no single correct generic strategy for a specific industry. A drawback of a broad business strategy is that the firm may be blinded to new entrants that enter the industry through a niche approach. Drawbacks to a more focused approach could be that the niche you target will not grow or may decline; economic performance will have higher variability for smaller segments than broader populations; and if economy of scale is important, it can be hard to be large enough to compete with a focused strategy. 
2. How do economies of scale and economies of scope differ? 

Scale is a driver of cost leadership, where as the business produces more, the cost of each additional unit comes down. Scope is the synergy from producing different products that share common resources. Procter & Gamble, for example, makes many different soap products in a common manufacturing process and they often travel together in the same distribution system (centers, trucks, and so on) to reach the retail shelves. 
3. 
How can a firm attempting to have an integrated business-level strategy manage to avoid being “stuck in the middle”?
The business needs to carefully assess how the value gap will be impacted to moving to an integration strategy. If they find the gap is reduced and can’t figure a way to either increase value or decrease cost to enlarge it again, the business should choose which generic strategy to implement (differentiated or cost leader) and cease trying the integrated approach. 
4.
In Chapter 4, we discussed the internal value chain activities a firm can perform in its business model (see Exhibit 4.6). The value chain priorities can be quite different for firms using different business strategies. Create examples of value chains for three firms: one using cost leadership, another using differentiation, and a third using an integration business-level strategy.
Have the students review Chapter 4 to answer this question. In general, cost-leader firms will focus on primary activities and making them the most efficient. Differentiated firms will focus on secondary activities and providing improved customer service, while integrated firms will choose a combination of these activities to strategically extend value while holding or reducing costs.
Ethical/Social Issues
Ethical/Social Issues

1. Suppose Procter & Gamble (P&G) learns that a relatively new startup company Method (http://www.methodhome.com) is gaining market share with a new laundry detergent in West Coast markets. In response, P&G lowers the price of its Tide detergent from $15 to $9 for a 32-load bottle only in markets where Method’s product is for sale. The goal of this “loss leader” price drop is to encourage Method to leave the laundry detergent market. Is this an ethical business practice? Why or why not? 

Notice we did not ask if this is legal. There are many practices which are legal that still may not be considered ethical or moral behavior. A loss leader approach is not uncommon in retailing and larger firms can afford to do it longer than smaller firms. Students will differ on whether this is ethical, but it is a practice that smaller firms such as Method should be prepared to address. (In the case of Method, they are highly differentiated in their products and target customers and are unlikely to be significantly affected by such a price move.) 
2. 
A company such as Intel has a complex design and manufacturing process. This should lead Intel management to be concerned with the learning curves of employees. What practices would foster or hinder the hiring, training, and retention of key employees?

Many students will bring work experience to the classroom. At the MBA level, many students will have professional work experience and can make some contributions on HR practices. One point of this question is to note that HR practices will tend to be quite different for a differentiated firm than a cost-focused business. Intel would want to focus on retaining its employee base since the learning curves and experience curves in both design and manufacture of its product is significant. They undergo a thorough recruitment and hiring screening process to try to bring in the right skill sets into the firm. Intel also commits major funding into training, including educational support for advanced degrees, and they encourage a sabbatical leave for employees with many years of service. The ChapterCase on Whole Foods had some other examples of a differentiated business and employee success using self-directed teams and continuing education. 
Small Group Exercise 1
Ryanair (see Strategy Highlight 6.2) is noted as a firm that can make a profit on an $8 ticket by imposing numerous fees and surcharges.

1. Generally, an ethical business practice is to disclose fees to potential customers to permit effective cost comparisons. Log onto http://www.ryanair.com and determine if Ryanair has transparent disclosure of these fees.

The website link is provided here as the firm may well change its policies on disclosure of fees. This is especially true as other more traditional airlines are also imposing more fees on the flying passengers. As of the summer of 2011, the home page for Ryanair has four tabs at the top of the page: (1) flight info, (2) contact us, (3) fees, and (4) general conditions. You would have to say that the “Fees” button is quite prominent on the page. Once you click the button, it opens to a rather legal looking table of approximately 30 rows of different fees. While it would take some time to sort out which fees apply in a particular situation, many of the fees in the diagram (see Slide 6.19) can eventually be found in this table. The check-in fee and pillows and blankets seems to be missing, but the baggage check and priority boarding fees are available. 
2. If you were a competitor in the European market, such as Aer Lingus or Lufthansa, how would you compete against Ryanair, knowing your cost structure would not allow price parity?  

The traditional European airlines do not have a cost structure to compete with Ryanair. U.S. airline attempts to lower cost structures (such as Delta’s Song or Continental Lite) were a dismal failure. Therefore, the competitors should compete against Ryanair on differentiated service and acknowledge some ultra-low price routes will be difficult to grow in share. At the same time, the competitors, however, should be sure that consumers are comparing “fully loaded” costs rather than comparing an $8 seat on Ryanair with a $150 seat on Aer Lingus. The competition should not be shy about posting comparable rates for Ryanair and their own prices (with fees included). Many customers will make different decisions if the actual travel costs are $87 for Ryanair versus $165 for Aer Lingus.
Small Group Exercise 2 

1. Given a list of prominent firms. Place each firm you know (or research online) in one of the five categories of generic business-level strategies—broad cost-leadership, focused cost-leadership, broad differentiation, focused differentiation, and integration. Explain your choices.

The list of firms is intended mostly to spark students to think about different types of industries and firms. Students should be free to target an industry they know well and add more firms to the list. For example, in automobiles the list has Kia, Porsche, Rolls-Royce, and Toyota. We want to expand the student’s thinking beyond Ford and GM as they consider firms in this industry. The following is our placement of the listed firms into the Generic Business strategy grid, with a few firms using integrated strategy, listed next. 
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2. What are some common features for firms you have placed within each category?
Here, the students should address the target market segments the businesses have as customers for a broad or narrow portion of the population. Then, use some basic financial considerations of the firm. For example, Nike and Coca-Cola both expend a large amount of their investments on advertisements. This is a key activity for a differentiator that a cost leader such as Dollar Stores or Greyhound will not undertake. 
Strategy Term Project

Project Overview

The goal of the strategy term project is to give the student practical experience with the elements of strategic management. We will briefly discuss the project module questions, and then offer some guidance regarding the modules at the end of each chapter.
Module 6: Business Strategy 
In this section, you will study the business strategy of the firm you have previously selected for this project. Be sure to instruct the students to focus only on ONE business unit if they have selected a larger firm with several operations. 
1. Differentiation or cost focus can often be determined from a close examination of the annual report. All firms will talk about costs, but a differentiated firm will also highlight how it views its products (service) to be different from the competition. The students can review the Value Drivers section of the text for some thoughts on the basis of the differentiation. 
2. Financial analysis of the focal firm and key competitors is the clearest way to determine if the firm has cost leadership. Many students will be tempted to take the easier-to-find price differential as a signal on costs, but due to profitability levels this can be misleading, particularly over a short time frame (such as one year). Be sure to help the students focus on costs found in the financial section of the annual report of many industry websites. 
3. The market scope should be taken relative to the competitors in the industry of focus. For example, in the furniture industry IKEA is primarily appealing to college-aged consumers and young families just starting out, and has a more narrow approach than other retailers such as Ashley Furniture or La-Z-Boy.
4. This answer makes sure the students can apply the concepts of this chapter to their focal firm. You may want to direct students to look at Exhibit 6.9 on the value and cost drivers if they are still unsure at this point how to categorize the business unit or firm.

5. The section on the relationship to the five forces benefits and risks is likely to be helpful with the student thinking through this question. 
6. As noted earlier in the lecture notes, there is a benefit in connecting the generic business strategies to strategic groups. This helps solidify the concepts of two firms in the same industry taking different strategies to reach the market. 
7. Here, the student should think through the chapter material and the copious information they have already collected on the firm and make some suggestions for how the firm could improve its position either now or, thinking of the dynamics of competitive position, how it might change in the future. 
myStrategy3:  DIFFERENT VALUE AND COST DRIVERS— WHAT DETERMINES YOUR BUYING DECISIONS?
1.
Given a brief write-up of G.H. Bass and TOMS shoes if both have a comparably priced pair of shoes you like… Which shoes do you buy? 
· We run this as a classroom exercise at the undergraduate level. We have found a wide range of student responses to these two firms. Some students are strongly attracted to the “one for one” cause at TOMS shoes. We’ve even had a student who went on to sponsor some campus events for TOMS after learning of the company in the class. 
· On the other hand, we also had students who felt strongly against the TOMS model. Usually, one of three issues is raised as an objection: (1) There are plenty of good causes to help kids in our home country (the U.S. in our case). Why should I want to help those in other countries? OR (2) I would rather pay less for the shoes and then decide for myself where to donate my money or time when it comes to worthwhile causes. OR (3) Even though the shoe meets my budget, I feel like if they can give a second pair away for each one I buy, then I must be getting ripped off for the price.
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