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QUESTION 1

A company\\'s decisions are made solely by one person, who is the CEO and major shareholder. Which of the following
powers is this person least likely to relate to the other individuals to whom the person has delegated some authority? 

A. Coercive power. 

B. Legitimate power. 

C. Referent power. 

D. Reward power. 

Correct Answer: C 

A person who is the head of a company may exert influence through five types of power. Referent power is the capacity
for the individual\\'s personality and style to cause others to identify with or like him or her. Thus, it is the one type of
power not necessarily held by a CEO and major shareholder. This person has the ability to reward others and apply
pressure. (S)he also has the right to expect cooperation. 

 

QUESTION 2

A corporation produces uniforms that it sells and rents to businesses. The corporation recently acquired a textile mill
that produces synthetic cloth. This acquisition is an example of: 

A. Horizontal integration Forward integration 

B. Horizontal integration Backward integration 

C. Vertical integration Forward integration 

D. Vertical integration Backward integration 

Correct Answer: D 

The degree of backward and forward vertical integration along the value chain varies with the industry. The corporation
acquired one of its suppliers, which is on a different level of the value chain. Thus, the combination involved vertical
integration. Moreover, the acquisition of a supplier is characteristic of backward integration. 

 

QUESTION 3

Which of the following factors is critical for the success of participative management? 

A. Trust. 

B. Control. 

C. Information. 

D. Influence. 
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Correct Answer: A 

Trust is the key factor in any participative management approach. Management should take action to build trust as soon
as groups are formed. If there is a lack of trust, then success is unlikely because both the team and management will
act in their own self- interest and not the interest of the organization. 

 

QUESTION 4

The marketing manager of a corporation wrote an interdepartmental memorandum to the budget manager concerning
corrections to the sales forecast for the coming year. What is this an example of? 

A. Downward communication. 

B. Upward communication. 

C. Informal communication. 

D. Horizontal communication. 

Correct Answer: D 

An interdepartmental memorandum, as described, is a horizontal communication in that no superior-subordinate
relationship is involved. 

 

QUESTION 5

A parent wishes to sell a subsidiary for US $1.6 billion. A buyer wishes to acquire the subsidiary for US $1.1 billion, with
the best alternative to a negotiated agreement (BATNA) of US $1.4 billion. What is an acceptable BATNA for the seller
in order for negotiation to be feasible? 

A. US $1.3 billion. 

B. US $1.5 billion. 

C. US $1.7 billion. 

D. US $1.75 billion. 

Correct Answer: A 

US $1.3 billion is an acceptable BATNA because the BATNA of the buyer is US $1.4 billion. Any amount over US $1.4
billion would cause negotiation to not be feasible. 
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