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QUESTION 1

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. 

 

QUESTION 2

Which of the following distinguishes the added-value negotiation method from traditional negotiating methods? 

A. Each party\\'s negotiator presents a menu of options to the other party. 

B. Each party adopts one initial position from which to start. 

C. Each negotiator minimizes the information provided to the other party. 

D. Each negotiator starts with an offer, which is optimal from the negotiator\\'s perspective. 

Correct Answer: A 

 

QUESTION 3

Which of the following statements regarding virtual teams is false? 

A. Virtual teams may be able to work faster than a traditional team. 

B. In-person interaction and team-building exercises are unnecessary. 

C. Roles and objectives must be clearly communicated. 

D. Team leaders should meet members in person before the members are chosen for participation in the group. 

Correct Answer: B 

In-person and team-building exercises are often necessary to create the cohesion and trust for a group to operate
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effectively. If there are no team-building exercises, the team may fracture and become ineffective at achieving its
objective. 

 

QUESTION 4

Because communication is vital to effective management, managers spend most of their time communicating.
Consequently, managers 

A. Who are good communicators will be effective. 

B. Mostly engage in oral communication. 

C. Devote most of their time to formal, written communication. 

D. Are essentially senders of messages. 

Correct Answer: B 

Because communication is the process of conveying meaning or understanding from one person to another, managers
must spend most of their time communicating with subordinates, peers, and superiors. More of this communication is
oral and informal than written and formal. Managers communicate lower-level results and problems upward, and
coordinating information horizontally. Infrequently, communication may also be among peers or across organizational
channels. 

 

QUESTION 5

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

A. The desire of firms able to add capacity to improve market share. 

B. The lack of a credible market leader. 

C. Effective market signaling. 

D. Management\\'s expression of optimism to the financial community. 

Correct Answer: D 

The financial community plays a role in overbuilding when analysts criticize firms that have not expanded. Also,
management\\'s optimistic comments to the financial community may be taken as aggressive signals by competitors. 

 

QUESTION 6

Which of the following are included in ISO 31000 risk principles and guidelines? 

A. Standards, framework, and process. 

B. Standards, assessments, and process. 

C. Principles, framework, and process. 
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D. Principles, practices, and process. 

Correct Answer: C 

 

QUESTION 7

Which one of the following statements regarding communication along the grapevine in an organization is false? 

A. By maintaining open channels of communication, managers can minimize the damage thegrapevine can do in an
organization. 

B. Attempts to totally eliminate the grapevine are unlikely to succeed. 

C. The grapevine communication network can exist in several patterns. 

D. The grapevine is rumor-mongering, and managers should not use the grapevine. 

Correct Answer: D 

A grapevine is the name of the informal communication channel that exists in all organizations. The grapevine exists
wherever there are people. Although the grapevine is usually accurate, it can carry gossip and rumor. The effective
manager stays tuned into the grapevine and uses it constructively. 

 

QUESTION 8

Communication is most likely to be effective when: 

A. The sender carefully considers the receiver\\'s needs. 

B. Sender and receiver concentrate only on verbal messages. 

C. It changes the receiver\\'s attitude. 

D. The receiver monitors the sender\\'s behavior. 

Correct Answer: A 

 

The needs, abilities, and skills of the receiver must be taken into account by the sender. The sender must fit the
message to what the receiver can effectively receive or the message will be useless. 

 

QUESTION 9

A country has a comparative advantage in international trade when 

A. Firms in the country have a lower cost of production because of natural resources. 

B. It has an absolute advantage with respect to at least one input to production. 

C. Firms in the country have a lower cost of production because of transportation and other geographic factors. 
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D. It produces whatever it can produce most efficiently. 

Correct Answer: D 

A country has a comparative advantage when it can achieve a lower cost of production due to a focus on and a
cooperative specialization in a particular product. The greatest advantage from trade is obtained when each nation
specializes in producing what it can produce most efficiently. If nations specialize and then exchange with others, more
is produced and consumed than if each nation tries to be self-sufficient. Specialization of labor is beneficial for
individuals; the same principle applies to nations. 

 

QUESTION 10

An internal auditor has been asked to conduct an investigation involving allegations of independent 

contractor fraud. 

Which of the following controls would be least effective in detecting any potential fraudulent activity? 

A. Exception report identifying payment anomalies. 

B. Documented policy and procedures. 

C. Periodic account reconciliation of contractor charges. 

D. Monthly management review of all contractor activity. 

Correct Answer: B 

 

 

QUESTION 11

Which of the following statements accurately describes the responsibility of the internal audit activity (IAA) regarding IT
governance? 

1.

 The IAA does not have any responsibility because IT governance is the responsibility of the board and 

senior management of the organization. 

2.

 The IAA must assess whether the IT governance of the organization supports the organization\\'s strategies and
objectives. 

3.

 The IAA may assess whether the IT governance of the organization supports the organization\\'s strategies and
objectives. 

4.
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 The IAA may accept requests from management to perform advisory services regarding how the IT governance of the
organization supports the organization\\'s strategies and objectives. 

A. 1 only 

B. 4 only 

C. 2 and 4 

D. 3 and 4 

Correct Answer: C 

 

QUESTION 12

Timing of entry into an emerging industry is a critical choice. Pioneering firms face high risk but low barriers. Which of
the following is not a factor that favors early entry? 

A. The bases of competition and market segments will change. 

B. The learning curve advantage will persist. 

C. Customer loyalty will be high. 

D. Cost advantages can be secured. 

Correct Answer: A 

If the bases of competition and market segments will change significantly, an early entrant may lose the advantage
obtained by being an early entrant. Other factors not favoring early entry include the following: 

(1) costs of opening the market are high and the benefits cannot be retained by the firm, (2) early competition will be
expensive and larger and stronger competitors will emerge later, and (3) early products and processes will become
obsolete. 

 

QUESTION 13

While auditing a marketing department, the internal auditor discovered that the product life cycle model was used to
structure the marketing mix. Under such a philosophy, the price charged on a consistent basis for a specific product
would probably be lowest during which life cycle stage? 

A. Introduction stage. 

B. Growth stage. 

C. Maturity stage. 

D. Decline stage. 

Correct Answer: C 

During the maturity stage, competition is at its greatest and costs are at their lowest. Moreover, firms are engaged in
competitive price-cutting measures, resulting in some of the lowest prices seen during a product\\'s life cycle. 
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QUESTION 14

Which of the following perceptual errors is the tendency for one party to attribute his/her traits to the other party when
communicating? 

A. Expectancy. 

B. Projection. 

C. The halo effect. 

D. Stereotyping. 

Correct Answer: B 

Perception is the process used to adapt the message to the receiver during encoding or to interpret the message from
the sender when decoding. Perceptual errors cause misinterpretation of the intended message. Projection is the
tendency for the sender to attribute his/her traits, values, and emotions to the receiver and vice versa. 

 

QUESTION 15

Which of the following strategies would most likely prevent an organization from adjusting to evolving industry market
conditions? 

A. Specializing in proven manufacturing techniques that have made the organization profitable in the past. 

B. Substituting its own production technology with advanced techniques used by its competitors. 

C. Forgoing profits over a period of time to gain market share from its competitors. 

D. Using the same branding to sell its products through new sales channels to target new markets. 

Correct Answer: A 
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