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QUESTION 1

During which stage of group development does a group exhibit a consolidation of power and reach an agreement
among members about authority, structure, and procedures? 

A. Conflict and challenge stage. 

B. Disillusion stage. 

C. Acceptance stage. 

D. Cohesion stage. 

Correct Answer: D 

The consolidation of power shifts begun during the conflict and challenge stages occurs during the cohesion stage.
Members often reach an agreement on authority, structure, and procedures. 

 

QUESTION 2

Which of the following elements of an organization requires people to be accountable to superiors? 

A. Coordination of effort. 

B. Division of labor. 

C. Common goal or purpose. 

D. Hierarchy of authority. 

Correct Answer: D 

A hierarchy of authority requires people to be accountable to their superiors in the hierarchy. 

 

QUESTION 3

Which of the following is not an effective principle for guiding a manager\\'s use of leadership techniques? 

A. Serve as a model of the behavior expected from others. 

B. Value accountability. 

C. Value differences. 

D. Follow written procedures at all times. 

Correct Answer: D 

Leadership is the act or process of influencing, inspiring, and guiding people so they will strive willingly toward the
achievement of group objectives through common effort. Much management research has been devoted to determining
the traits of leaders, leadership styles, and the situations in which particular styles are effective. However, a blind focus
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on internal process is a habit of administration, not of leadership. A manager of this type is called a bureaucratic leader.
In the absence of a specific policy or procedure, (s)he seeks guidance from the next levelof management. In some
situations, for example, when employees handle cash or highly delicate or dangerous equipment or chemicals,
bureaucratic leadership may be needed. 

 

QUESTION 4

Business strategies may be characterized by their effects on operations. The distinction between a compact car and a
luxury car reflects which operational strategy? 

A. Cost. 

B. Flexibility. 

C. Service. 

D. Quality. 

Correct Answer: D 

A quality strategy involves competition based on product quality or process quality. Product quality relates to design, for
example, the difference between a luxury car and a subcompact car. Process quality concerns the degree of freedom
from defects. 

 

QUESTION 5

A firm considering entry into a fragmented industry may be able to eliminate the factors preventing concentration in
which ways? 

I. Recognizing that the industry is "stuck" for noneconomic reasons. 

II. Adding value to products that cannot be significantly differentiated. 

III. Specialization by customer type. 

IV. Acquisitions of local firms. 

A. I and II only. 

B. I and IV only. 

C. II, III, and IV only. 

D. I, II, Ill, and IV. 

Correct Answer: B 

Overcoming fragmentation has significant strategic payoffs given that entry is not costly and competitors are weak. If the
factor(s) preventing consolidation can be eliminated, industry structure will change. For example, industries may be
"stuck" in a fragmented state for reasons other than underlying economic factors. Firms in the industry lack the
resources, skills, awareness, or ambition to make the strategic moves needed for consolidation. Outside firms do not
recognize the opportunity offered by an industry ?tuck" in a fragmented state, for example, because it is new, small, or
obscure. Also, acquisitions may enable a firm to expand when competing with local firms is difficult because of their
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contacts or image. However, adding value to products that cannot be significantly differentiated and specialization by
customer type are methods of coping with, not overcoming, fragmentation. 

 

QUESTION 6

Which one of the following is generally not beneficial to group decision making in an organization? 

A. More information. 

B. Acceptance. 

C. More knowledge. 

D. Dominant members. 

Correct Answer: D 

Group decision making, such as by committee, works better when the committee is small and the members accept each
other as contributing parts of the group. A dominant member is not desirable. The chair should act as a moderator and
not be considered threatening or overbearing by the other members. 

 

QUESTION 7

Gray market activity is in essence a form of arbitrage. To prevent this activity by their distributors, multinational firms: 

I. Raise prices charged to lower-cost distributors. 

II. Police the firms\\' distributors. 

III.

 Change the product. 

A. 

I only. 

B. 

I and II only. 

C. 

II and Ill only. 

D. 

I, II, and Ill. 

Correct Answer: D 

In a gray market, products imported from one country to another are sold by persons trying to make a profit from the
difference in retail prices between the two countries. These activitiesclearly lower the profits in some markets of the
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multinational firm that was the initial seller. One response is to monitor the practices of distributors and retaliate if
necessary. A second response is to charge higher prices to the low-cost distributors to reduce their incentives to
participate in a gray market. A third response is to differentiate products sold in different countries, e.g., by adapting the
product or offering distinct service features. 

 

QUESTION 8

Line and staff positions are most likely to be in conflict because: 

A. Line managers have no authority over staff employees. 

B. Staff managers consider line managers\\' functional authority threatening to staff managers\\' own authority. 

C. Line managers believe that staff managers are resistant to line managers\\' advice. 

D. Staff managers dislike relying on line expertise. 

Correct Answer: A 

Line managers are directly responsible for achieving the organization\\'s objectives, but staff managers are not directly
accountable. However, line managers may have no authority to influence staff behavior when it is inconsistent with the
achievement of objectives. 

 

QUESTION 9

For an industry to be genuinely global, it must be involved in which of the following significant activities? 

I. Licensing 

II. Export 

III.

 Direct Investment 

A. 

I. and II. 

B. 

II. or Ill. 

C. 

I. and lll. 

D. 

Ill. only. 

Correct Answer: B 
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A genuinely global industry requires a firm to compete globally. Participation in foreign markets is usually by licensing;
export; or, after the firm has obtained experience, direct investment. A genuinely global industry will have significant
export activity or direct investment. Nevertheless, direct investment does not necessarily signal the existence of global
competition. Direct investment also may occur when purely national factors determine a subsidiary\\'s competitive
position. 

 

QUESTION 10

A substantial duplication of functions characterizes which of the following structures? 

A. Simple structure. 

B. Divisional structure. 

C. Machine bureaucracy. 

D. Professional bureaucracy. 

Correct Answer: B 

A division is essentially a self-contained organization. Hence, it must perform all or most of the functions of the overall
organization of which it is a part. It is characterized by substantial duplication of functions when compared with more
centralized structures. 

 

QUESTION 11

Impediments to global competition may increase direct costs, make management more difficult, be imposed by
governments or other institutions, or consist of resource limitations. Which of the following is most likely to be an
impediment to global competition? 

A. A certain nation has a competitive advantage regarding the cost of producing a product. 

B. Proprietary technology provides a competitive advantage regarding the quality of a product. 

C. The product is highly differentiated. 

D. Product needs vary from country to country. 

Correct Answer: D 

Product needs may differ from country to country because of culture, climate, degree of economic development,
income, legal requirements, technical standards, and other factors. This barrier inhibits global procurement and
achievement of economies of scale and experience. The height of the barrier depends on the costs of product
modifications. Complex segmentation within geographic markets has similar effects. 

 

QUESTION 12

Which of the following is a staff position in the bank? 

A. The manager of customer service-checking, the department that handles checking account inquiries and
transactions. 
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B. The directory of personnel, the department that handles the hiring, firing, promotion, etc., of all employees. 

C. The chief loan officer, who is in charge of final approval of all loans. 

D. The vice president in charge of the mortgage department, which handles mortgages on business and residential
property. 

Correct Answer: B 

Staff positions in any organization advise and support the line positions. They indirectly help to achieve the
organization\\'s basic objective. Each staff position\\'s authority is, at most, functional. Such authority is exercised only
over activities related to the staff\\'s function or specialty. 

 

QUESTION 13

Leadership situations vary with regard to the degree to which the leader can determine what subordinates will do, how
the subordinates will do it, and what the results will be. Accordingto Fiedler\\'s contingency theory, a leader with a
relationship- oriented management style will be most effective when exerting: 

A. Great control. 

B. Moderate control. 

C. Little control. 

D. Great or little control. 

Correct Answer: B 

A relationship-oriented manager is employee centered. His or her self-esteem is strongly affected by personal
interactions with subordinates. Fiedler indicated that such a manager is most effective when not faced with the extremes
of high or low control situations. High control follows from strong position power, a structured task, and good leader-
member relations. A low-control situation has just the opposite characteristics. Ina high-control environment, a concern
for personal relations may be unimportant. In a low-control situation, therelationship orientedleader may be unable to
provide the needed task structuring. Thus, themoderate controlsituation is best. An example is an assembly-line
situation (a structured task) in which leader-member relations are poor. 

 

QUESTION 14

Research on the common characteristics of leaders of global firms found that: 

A. Ambition and relentless drive were more significant than honesty and trustworthiness. 

B. The leaders tended to have multidisciplinary problem solving ability. 

C. Being multilingual was unimportant. 

D. Having traveled extensively before entering the working world was relatively uncommon. 

Correct Answer: B 

A common characteristic of successful leaders of global firms is that they have effective problem- solving skills that draw
from a multidisciplinary approach. The best candidates have varied backgrounds and can draw on a multitude of life
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experiences. They also tend to be flexible and adaptable, have good interpersonal skills, and communicate
successfully. 

 

QUESTION 15

A flat organization structure is one with relatively few levels of hierarchy and is characterized by wide spans of
management control. A tall organization has many levels of hierarchy and narrow spans of control. Which of the
following situations is consistent with a flat organization structure? 

A. Tasks require little direction and control of subordinates. 

B. Work areas are geographically dispersed. 

C. Tasks are highly complex and varied. 

D. Subordinates perform distinctly different tasks. 

Correct Answer: A 

Flat structures have the advantages of fast information flow from the top to the bottom of the organization and increased
employee satisfaction. Tall structures are faster and more effective at problem resolution because of the increased
frequency of interaction between superior and subordinate and the greater order imposed by the hierarchy. For a flat
structure to be successful, employees must be able to work without supervision much of the time because a manager
with many employees has little time for each one. 
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