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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 firm in a fragmented industry should most likely take what action to avoid a strategic trap? 

A. Seek dominance to overcome fragmentation. 

B. Assume that competitors have similar costs. 

C. Avoid centralization of the organizational structure. 

D. Invest heavily to respond quickly to new product demand. 

Correct Answer: C 

Over centralization of the organizational structure is often a mistake. In the intense competition of a fragmented industry,
quick response times, local contacts, personal service, and tight operating control are essential. 

 

QUESTION 3

Which of the following characteristics is a strength of group decision making? 

A. Group decision making is quicker than individual decision making. 

B. More information can be processed by the group than by an individual. 

C. It is less costly to have decisions made by groups than by an individual. 

D. Group decision making leads to the selection of the most appropriate alternative. 

Correct Answer: B 

The advantages of group decision making are that the group will have broader experience, greater expertise, a wider



range of perspectives, and a greater capacity for absorbing facts than an individual. The exchange of viewpoints within
the group may provide more illumination of the problem than could be achieved by one person. 

 

QUESTION 4

If the demand for a product is inelastic, 

A. A price decrease causes total revenue to increase. 

B. A price increase causes total revenue to increase. 

C. A price decrease leaves total revenue unchanged. 

D. A price increase leaves total revenue unchanged. 

Correct Answer: B 

If the demand for a product is inelastic, the coefficient of price elasticity of demand (percentage change in quantity
demanded - percentage change in price) is less than 1.0. The relationship between price changes and total revenue
(TR) changes is TR = price x quantity. The result is that a price increase causes total revenue to increase. 

 

QUESTION 5

An advisable strategy for a participant in a meeting of the internal auditing staff is to: 

A. Read the agenda and supporting materials for the meeting during the early part of the meeting to prepare for later
discussion. 

B. Present strong opinions on one side of a proposal right away. 

C. Present views as trial balloons that can be researched later. 

D. Consider the opinions and information needs of other participants before speaking. 

Correct Answer: D 

Analyzing the audience assists a speaker to gather the right information for the meeting. Moreover, understanding the
other participants\\' opinions and needs enables the speaker to express his/her ideas in the way best calculated to be
persuasive. 

 

QUESTION 6

Which approach to understanding leadership focuses on the social skills, judgment, and maturity of the leader? 

A. Behavioral styles theory. 

B. Emotional intelligence theory. 

C. The Ohio State model. 

D. Path-goal theory. 



Correct Answer: B 

A recent traitist approach is based on the emotional intelligence of leaders, that is, their social skills and judgment,
maturity, and emotional control. These abilities can be learned, especially when a manager or employee understands
that 

immaturity, erratic behavior, and uncontrolled negative emotions have a bad effect on the workplace. According to
Daniel Goleman, a leader can acquire social capital through exhibiting the following leadership traits: 

1Self-awareness is knowing oneself. 

2Self-management is the ability to prevent one\\'s mood swings from interfering with positive relationships. 

3Social awareness is understanding the actions and emotions of others. This ability helps a person to adapt in a
productive way. 

4Relationship management is an ability possessed by a person who communicates and resolves conflict effectively.
Humor and a benign approach are characteristics of people who develop good relationships. 

 

QUESTION 7

Paul Hersey and Ken Blanchard developed a situational leadership model with two dimensions:task and relationship
behaviors. In this model, a participating leadership style has which dimensions? 

A. High task and high relationship. 

B. High task and low relationship. 

C. Low task and high relationship. 

D. Low task and low relationship. 

Correct Answer: C 

A participating leadership style encourages the sharing of ideas and facilitates decision making. The leader must
therefore be an effective communicator. The participating leadership style is appropriate when followers have moderate
to high maturity, that is, when they are able but not willing to perform the desired actions. 

 

QUESTION 8

The opportunity for franchising comes from the ability to: 

A. Develop products. 

B. Differentiate products. 

C. Standardize products. 

D. Diversify products. 

Correct Answer: C 

Standardizing products means to maintain the same product or to standardize the production, operations, and facilities



in different locations or markets. Franchises all use standardized products to reduce costs. 

 

QUESTION 9

As a manager, you should be striving for a high level of job satisfaction for your staff for all the following reasons
except: 

A. A happy, satisfied worker is always a more productive worker. 

B. High job satisfaction usually results in lower turnover. 

C. Dissatisfied employees are often less healthy. 

D. Many people feel job satisfaction is as important as remuneration. 

Correct Answer: A 

Studies have shown that worker satisfaction does not necessarily lead to improved productivity. In fact, studies indicate
that it is more likely that a productive worker is a happy worker. 

 

QUESTION 10

According to Edward T. Hall, the perception of time is monochronic or polychronic. Which cultures perceive time as
monochronic? 

A. Northern European. 

B. Latin American. 

C. Arabic. 

D. Mediterranean. 

Correct Answer: A 

The perception of time as it relates to business and social life varies with the culture. Polychronic time is based on a
perception that time is nonlinear, flexible, and multidimensional. This perception is typical of Mediterranean, Latin
American, and Arabic cultures. Monochronic time is based on a perception that time is the same for everyone and is
measurable in standard units. This perception is common in Northern Europe and the U.S. These western cultures
believe in punctuality and that time is money and should not be wasted. 

 

QUESTION 11

The competitive factor that may lead to overbuilding in an industry is: 

A. The need of large customers to know that capacity exists to meet their long-term requirements. 

B. A significant first mover advantage. 

C. The advantage held by the capacity leader. 



D. The existence of high entry barriers. 

Correct Answer: B 

First mover advantages may be significant. Thus, shorter lead times for ordering equipment, lower costs, and the ability
to exploit an excess of demand over supply may encourage too many firms to expand. 

 

QUESTION 12

Telecommuting, working away from the office and communicating via electronic media, has become more widespread
as advances in communication devices have made telecommuting more practical. All of the following are problems that
are beginning to be associated with employees using telecommuting except that the telecommuting employees: 

A. Fall behind in their fields of specialization. 

B. Lack strong working relationships. 

C. Experience a loss of career opportunities. 

D. Lack sufficient communication skills. 

Correct Answer: D 

People who are computer literate have in recent years begun working from their homes via telecommunication devices.
Problems include lack of reliable telephone lines, a potential increase in management\\'s work load, the loss of in-office
contributions, a tendency to fall behind in fields of specialization, a lack of strong working relationships with other
employees, a loss of career opportunities, and inadequate socialization. The primary strength of these individuals,
however, has been their communication skills. 
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