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QUESTION 1

The workers in a factory have been told that the current machines are obsolete and will be replaced by new, computer-
assisted machines. The workers must be retrained and are eager to learn everything about the new machines. The
manager was recently hired from a company where the new machines were extensively used and is very familiar with
them. In this case, what is the best leadership style for the manager? 

A. Directive. 

B. Supportive. 

C. Participative. 

D. Achievement-oriented. 

Correct Answer: A 

 

 

QUESTION 2

A manager implementing the directive leader approach should: 

A. Closely supervise each employee. 

B. Display confidence in each employee\\'s ability. 

C. Work with the employee when developing goals. 

D. Clearly signal that the employee is expected to be successful. 

Correct Answer: A 

 

 

QUESTION 3

A long-term supplier has asked your company to negotiate some increased purchases and faster payment. The supplier
is having some financial difficulty, but your firm has been quite profitable lately, having experienced growing sales. Your
firm\\'s best negotiation strategy is: 

A. Collaboration. 

B. Competition. 

C. Subordination 

D. Avoidance. 

Correct Answer: C 
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The supplier should be allowed to take the lead in making proposals. The firm should go along with anything
reasonable. 

 

QUESTION 4

Which factor signals a favorable structure in the remaining pockets of demand in a declining industry? 

A. Innovation. 

B. High switching costs. 

C. Changes in the needs or tastes of customers. 

D. Reduction in the size of a customer group. 

Correct Answer: B 

The structure of the remaining pockets of demand determines whether the surviving firms can be profitable. Prospects
are favorable if the pockets include price-insensitive buyers of highly differentiated products. Prospects also are
favorable if buyers have little bargaining power because of high switching costs or other factors, such as the need to
replace the equipment of the suppliers that have withdrawn from the industry. Furthermore, firms operating in remaining
pockets may thrive if mobility barriers are high (preventing firms in other segments from competing) and if substitute
products or strong suppliers are not threats. High switching costs mean that buyers are less likely to purchase
substitutes. Thus, future demand is more certain, and the structure is more favorable. 

 

QUESTION 5

A firm has become vertically integrated by acquiring a supplier. However, throughput of thesupplier is greater than the
firm\\'s needs. Accordingly, the firm most likely has acquired: 

A. A capability less than the efficient scale. 

B. An efficient capability that provides excess output. 

C. An efficient capability that creates excess demand. 

D. An efficient capability that does not achieve economies of scale. 

Correct Answer: B 

Upstream (backward) or downstream (forward) integration is the acquisition of a capability that otherwise would be
performed by external parties that are suppliers or customers, respectively, of the firm. Whether integration should occur
depends on the firm\\'s volume of transactions with the external parties (throughput) and the magnitude of the capability
required to achieve necessary economies of scale. If the integrating firm\\'s need is for a capability less than the efficient
scale, one of its options is to acquire a capability with a costinefficient scale. The other option is to acquire an efficient
capability that provides excess output (in the upstream case) or creates excess demand (from, for example, a
distribution capability in the downstream case). This option will require the integrated firm to sell or buy in the open
market. Thus, the second option carries the risk of having to deal with competitors. 
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