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QUESTION 1

According to the contingency theory of leadership, a manager will be most effective when the manager: 

A. Consistently initiates structure. 

B. Adapts style to specific circumstances. 

C. Is task oriented. 

D. Is relationship oriented. 

Correct Answer: B 

Fred E. Fiedler\\'s contingency theory of management holds that no single style of directing is best for all occasions. A
successful director (leader) must, for each situation, balance his or her formal authority, the task structure, and the
leader\\'s relationships with the pertinent group members. 

 

QUESTION 2

In accordance with Michael E Porter\\'s generic strategies model, a firm with a broad competitive scope that has high
sales volume, low margins, and efficient supply and distribution channels will most likely choose a 

A. Cost leadership strategy. 

B. Cost focus strategy. 

C. Differentiation strategy. 

D. Focused differentiation strategy. 

Correct Answer: A 

Cost leadership is the generic strategy favored by firms that seek competitive advantage through lower costs and that
have a broad competitive scope. Such a firm can earn higher profits than its competitors at the industry average price or
charge a lower price to increase market share. The typical firm that follows a cost leadership strategy has low profit
margins, a high volume of sales, and a substantial market share. Such a firm has efficient supply and distribution
channels; is capable of large capital investment; if it is a manufacturer, has strengths in product design and process
engineering; and closely supervises its labor force. 

 

QUESTION 3

According to Michael E Porter, evolutionary processes involving both internal and external factors operate to move an
industry from its initial structure to its potential structure. A likely structural effect of the major evolutionary processes is
that: 

A. Expansion of industry scale will discourage entry by large firms. 

B. Sellers\\' industries tend to become less concentrated as customers\\' industries become more concentrated. 

C. Learning by buyers who become more sophisticated increases product differentiation. 
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D. Diffusion of proprietary knowledge will tend to reduce entry barriers. 

Correct Answer: D 

Diffusion of proprietary knowledge may result from reverse engineering (a form of imitation) or another form of
competitive intelligence (e.g., that obtained from suppliers, distributors, or customers), expiration of patents, purchase,
migration of personnel to new firms, and spinoffs of operating segments. Thus, because barriers created by proprietary
knowledge and specialized personnel tend to disappear, new competitors may emerge, and vertical integration
becomes more likely. However, if further technological advances are feasible, economies of scale in RandD may create
a protective barrier against new competition. The problem of diffusion may be met by creation of a substantial capacity
to develop new proprietary knowledge. 

 

QUESTION 4

In which industry structure is differentiation absent, and all sellers charge the same price? 

A. Monopoly. 

B. Monopolistic competition. 

C. Oligopoly. 

D. Pure competition. 

Correct Answer: D 

An industry consists of firms selling products or services that are substitutes. One way to describe an industry considers
the number of sellers and the extent of differentiation ofproducts and services. In pure competition, differentiation is
absent, and the same prices are charged by all sellers. 

 

QUESTION 5

Strategic control measurements of financial results relate to: 

A. Internal efficiency at the business-unit level. 

B. Internal efficiency at the departmental level. 

C. External effectiveness at the business-unit level. 

D. External effectiveness at the business-operating-system level. 

Correct Answer: A 

Strategic controls should be established to monitor progress, isolate problems, identify invalid assumptions, and take
prompt corrective action. As plans are executed at each organizational level, control measurements are made to
determine whether objectives have been achieved. Thus, objectives flow down the organizational hierarchy, and control
measures flow up. One category of strategic control measures relates to external effectiveness. A second category
ofstrategic control measures relates to internal efficiency. At the business-unit level, the latter measures concern
financial results. 
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