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QUESTION 1

Among the non-financial rewards to an employee, a paid vacation trip can best be categorized as: 

A. Social reward. 

B. Token award. 

C. Visual/auditory reward. 

D. Manipulatetables. 

Correct Answer: B 

Token awards are normally nonrecurring. They show appreciation for the role of the employee. Other similar examples
are gift coupons, stock options, early time off with pay, or dinner and theater tickets. 

 

QUESTION 2

Which of the following is a management approach to motivating employees? 

I. Providing performance feedback. 

II. Presenting opportunities for responsibility. 

III.

 Satisfying personal needs. 

A. 

Ill only. 

B. 

I and II only. 

C. 

II and Ill only. 

D. 

I, II, and Ill 

Correct Answer: D 

Performance feedback is an important part of goal-based approaches to motivating employees. Moreover, presenting
opportunities for responsibilities will motivate employees by helping them meet the personal need for achievement.
Thus, satisfying personal needs is a method of motivating employees. Many motivational theories are based on analysis
of employee needs. 
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QUESTION 3

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
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 4

A firm enters a new business by creating a full-fledged new entity (an internal entrant). The internal entrant is least likely
to cause disruption and retaliation in a: 

A. Slow-growth industry. 

B. Fragmented industry. 

C. Commodity-producing industry. 

D. Highly-concentrated industry. 

Correct Answer: B 

In a fragmented industry, many firms might be affected but not significantly. These firms also might have no ability to
retaliate. Firms in a fragmented industry have insignificant market shares and little influence on industry outcomes. 
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QUESTION 5

Managerial attitudes toward global operations are viewed by researcher HowardPerl mutteras a key to understanding
multinational firms. A polycentric attitude is indicated by 

A. An identification with the nationality of the owner. 

B. Evaluation and control standards that are both local and global. 

C. High information flow in multiple directions. 

D. Relatively little decision making by the central administrative authority. 

Correct Answer: D 

A polycentric attitude assumes that cultural differences require local managers to make most decisions because they
are more knowledgeable about local conditions than are central administrators. Thus, development of local managerial
talent is crucial. Another result is that foreign operating performance is primarily evaluated based on results. As a
consequence,methods, training, and incentives vary significantly among subsidiaries. Furthermore, control is
predominantly local, the firm is identified with the nationality of the host nation, and relatively little communication occurs
with central administration or among subsidiaries. One disadvantage is that local operations may have inefficiencies
because of duplication of activities. Another disadvantage is loss of goal congruence between local entities and the firm
as a whole. Advantages are more capable and motivated local managers, better results in local markets, local
development of new product ideas, and stronger support by host governments. 

 

QUESTION 6

General Electric has popularized a model for competitive analysis. In this portfolio matrix, 

A. Each of the firm\\'s businesses is represented by a circle proportional to its size. 

B. Business strength and market attractiveness are measured using a multifactor index. 

C. The number of cells varies with the number of factors used by the firm in its analysis. 

D. The four quadrants represent combinations of high or low market growth rates and business profitability. 

Correct Answer: B 

The GE model is a multifactor portfolio matrix with two variables. Business strength or competitive position (BUS) is on
one axis, and market attractiveness (MAT) is on the other. To measure BUS and MAT, the firm must isolate the multiple
factors affecting each, quantify them, and create an index. Factors will vary with each business. The measurements will
provide the values on the exes of the matrix. 

 

QUESTION 7

A company\\'s compensation program does not allow for salary increases based onabove averageperformance after an
employee reaches the top of a position\\'s salary range. It also pays some employees higher salaries because of their
educational qualifications. This company could improve the program by: 

A. Allowing each manager to set up his or her own system of salary increases. 
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B. Providing only monetary compensation. 

C. Developing a system that equates years of experience with education. 

D. Decreasing the annual percentage increase in each salary range. 

Correct Answer: C 

A company with a compensation program that stops rewarding above-average performance at the top of each salary
range and rewards education with higher compensation could improve the system in several ways. These include
starting a bonus program for above-average performance, refusing to hire a person at the top of a salary range unless
s)he will be promoted quickly, and equating experience and education so that employees are treated fairly. 

 

QUESTION 8

With the globalization of economies, many organizations have expanded their operations to international locations. As
an advisor to management, an internal auditor will most likelyrecommend that a geocentric, or worldwide, attitude be
adopted. Select the reason the geocentric attitude is preferred. 

A. It promotes a simpler organizational structure. 

B. It provides greater autonomy for host country managers. 

C. It provides the best balance of local and worldwide objectives. 

D. It promotes tighter organizational control. 

Correct Answer: C 

According to Howard Perlmutter, the geocentric attitude toward international operations is world oriented. The intention
is to balance local and worldwide objectives in all aspects of operations, to maintain global standards while permitting
local managers to exercise appropriate discretion. 

 

QUESTION 9

Some behavioral models stress employee participation as a key to motivation. A limitation of the participative approach
is: 

A. Workers are intrinsically lazy and must be driven. 

B. A number of dissatisfiers must be present in order for the approach to work. 

C. It is difficult to elicit the participation of all employees. 

D. Unresolvable conflicts arise when a mature, capable, creative person joins a structured, demanding, and limiting
organization. 

Correct Answer: C 

For a participative management approach to succeed, the parties must have sufficient time, the issues must be relevant
to employees\\' interests, employees must have the abilities training and communication skills) to participate, and the
organizational culture should support participation. Accordingly, a limitation of the participative approach is that it is
unlikely that all employees are willing to participate in decision making. 
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QUESTION 10

A firm in a fragmented industry must position itself by adopting a competitive strategy appropriate to the industry. 1hich
of the following is most clearly a focus strategy? 

A. Specialization by product type. 

B. Backward integration. 

C. An emphasis on low overhead and low payroll. 

D. Development of formula facilities. 

Correct Answer: A 

A focus strategy is directed at a buyer group, segment of the product line, or geographic area. Thus, the strategic target
is narrow compared with an industry wide strategy designed to achieve cost leadership or product differentiation.
Specialization by product type or segment is a focus strategy. This focus may enhance bargaining power with suppliers.
It may also increase differentiation because of the perceived expertise and image. The downside is reduced growth
opportunities. 

 

QUESTION 11

If a supervisor uses a supportive management approach, evidenced by positive feelings and concern for subordinates, a
problem might result because: 

A. An approach based on pure power makes it difficult to motivate staff. 

B. This approach depends on material rewards for the worker. 

C. This approach depends on people who want to work, grow, and achieve. 

D. The manager must believe in the teamwork approach. 

Correct Answer: C 

Supportive management techniques orient workers toward performance rather than obedience or happiness. The leader
should have positive feelings for his or her employees and should attempt to encourage participation and involvement.
This approach is effective when used with employees who are motivated to work, improve themselves and their abilities,
and accomplish goals. 

 

QUESTION 12

A 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. The lack of a credible market leader. 

C. The advantage held by the capacity leader. 
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D. The existence of high entry barriers. 

Correct Answer: B 

The lack of a credible market leader makes for a less orderly expansion. A stronger leader can retaliate effectively
against inappropriate expansion by others. The following are other such factors: 

(1) many firms with the ability to add capacity are seeking to improve market share; (2) new entrants, possibly
encouraged by low entry barriers and favorable economic conditions, may cause or intensify overcapacity; and (3) 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 13

Which of the following characteristics is common with a mature group? 

A. Harmony is emphasized at the expense of addressing the problems. 

B. No attempt to force unanimity. 

C. Members begin to identify with the group. 

D. Redistributions of power and authority may occur. 

Correct Answer: B 

A mature group is in the end stage of group development and tends to be more effective and productive compared to
groups in earlier stages. A mature group engages in rational discussion of decisions with tolerance of dissent and no
attempt to force unanimity. 

 

QUESTION 14

Communication is the process by which meaning is conveyed between people. According tocommunications theory: 

A. The process has three elements:sender, medium, receiver. 

B. One-directional communication is usually most effective. 

C. Communication is the message actually received, not what is transmitted. 

D. Informal communications are usually to be avoided because of their inaccuracy. 

Correct Answer: C 

The communication process has five elements:the sender, the symbols in which the message is encoded, the medium
through which the message flows, the receiver, and feedback. Because the effectiveness of communication can be
known only by its impact on the receiver and the perceived change in the receiver\\'s behavior, the received message is
what is communicated. The sent message may be garbled in encoding, in transmission, or in the receiver\\'s decoding. 

 

QUESTION 15
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An individual who has been formally assigned the task of facilitating communication through a variety of media is
sometimes called a: 

A. Gatekeeper. 

B. Liaison. 

C. Opinion leader. 

D. Channel selector. 

Correct Answer: B 

A liaison, or media liaison, is an individual in an organization who has been formally assigned the job of facilitating
communication. This is usually in the form of a public relations liaison, but in large organizations, internal communication
could also be a part of the job. 
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