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Chapter 1 Review Questions

	There is only ONE correct answer for each question. 


1. Symbiosis is the ability to recognize interdependencies among the interests of multiple stakeholders within and outside an organization.  

2. Social responsibility is the expectation that business will strive to improve the overall welfare of society. 
3. Vision statements are intended to motivate and inspire employees to work toward a long-term goal. 
4. Making trade-offs is an integral part of strategic management. 
5. Value is determined by the characteristics and qualities of a firm's services and products. 

6. Strategic goals and objectives should be vague in order to allow for changes in strategy. 
7. A mission statement encompasses both the purpose of the company as well as the basis of competition and competitive advantage.  
8. Like most investors, the shareholders in Paradises Farms Organic were primarily concerned with maximizing their returns through company profitability. 
9. The rational (deliberate) strategy process is a sequential and linear set of activities that begins with a vision and mission statement and ends with strategic controls. 
10. Competitive advantages are the things are firm does that creates distinction in the minds of consumers. 
11. Increasing the value of a product allows the potential to increase profits and increase consumer surplus. 
12. Clear goals and objectives are an important part of an emergent strategy process. 
13. In the modern firm, management must focus on increasing returns by creating value for the market, therefore, decreasing costs is no longer important. 
14. According to Henry Mintzberg (Crafting Strategy), strategy ‘walks on two feet’, by which he mans strategy must be partly deliberate and partly emergent. 

15. Handy intends the expression “virtue of capitalism” to mean that by playing the capitalistic market game by the rules we can create wealth through the use of society’s savings. 

16.
The starting point for both rational and emergent strategy is _____

A)
SWOT analysis.

B)
core competencies.

C)
the vision, mission, and values statements.

D)
management planning.

E)
Competitive advantage.

17.
Rational strategy is _______ and emergent strategy  is ________.

A)
analytical, intuitive

B)
bottom-up, top-down

C)
effective, ineffective,

D)
profit seeking, value driven

E)
based on goals, based on values

18.
According to the text, sustainable competitive advantage is possible only through _____

A)
performing different activities form rivals or performing similar activities in different ways.

B)
rational analysis of environmental conditions and planning of strategic actions.

C)
satisfaction of stakeholder’s needs.

D)
minimizing the long-term costs of production.

E)
delivering superior products or services to the market.

19.
Which of the following are the primary participants in the corporate governance process?

1. Shareholders

2. Customers

3. Suppliers

4. Management

5. Employees 

6. Board of Directors

A)
1, 2, & 4 

B)
1, 4, & 6  
C)
2, 4, & 6

D)
2, 4, & 5

E)
All of these are participants. 

20.
According to the text, the “triple bottom line” approach to corporate accounting includes which three components? 

A)
financial, environmental, and customer. 

B)
financial, organizational, and customer. 

C)
financial, environmental, and social. 

D)
financial, organizational, and psychological. 

E)
mission, vision, and values.

21.
While working to prioritize and fulfill their responsibilities, members of an organization's board of directors should _____.

A)
represent their own interests. 

B)
represent the interests of the shareholders. 

C)
direct all actions of the CEO. 

D)
emphasize the importance of short-term goals.

E)
assure all legal and regulatory requirements are met. 

22.
In the Paradise Farms case, all of the following were strengths the company could use to grow except ______

A)
employee commitment to the mission of the company.

B)
lack of long-term debt.

C)
a strong marketing plan.

D)
underutilized capacity.

E)
the relationship with MSR.

23.
An effective vision statements should 

A)
be inspiring.

B)
be overarching. 

C)
be long-term.

D) 
evoke passion.

E)
All of the above. 

24.
The ______ view of leadership assumes that the leader is the key factor in determining the success of the organization. 

A)
militaristic

B)
internal control

C)
external control 

D)
romantic 

E)
charismatic

25.
There are several perspectives of competition. One perspective is zero-sum thinking. Zero-sum thinking means that ______

A)
all parts of the organization gain at no loss. 

B)
in order for someone to gain others must experience zero gain or benefit. 

C)
in the long term all gains and losses zero out.

D)
everyone in the organization shares gains and losses equally.

E)
in order for someone to gain someone else must lose.

26.
A(n) _______ is an individual or group who can influence or is influenced by the operations of a firm. 

A)
opportunist 

B)
stockholder 

C)
stakeholder 

D)
entrepreneur 

E) 
capability

27.
According to the systems model of the firm, profits can be increased by _______

A)
increasing cost and decreasing returns.

B)
increasing inputs and increasing outputs.

C)
decreasing costs and decreasing value.

D)
intangible assets and organizational capabilities.

E)
increasing returns (revenue) and decreasing costs.

28.
In the emergent strategy process, strategic initiatives are actions taken to pursue perceived strategic opportunities. The outcome of strategic initiatives is ______

A)
competitive advantage.

B)
strategic learning. 

C)
perceived environmental opportunities. 

D)
SWOT analysis.

E)
All of the above.

29.
 _______ contains  the ethical priorities of a firm, guidelines for norms and decision making, and standards of behavior and practice.

A)
The vision statement

B)
The values statement

C)
Core competencies

D)
Intellectual capital

E)
Organizational culture

30.
The two fundamental elements that define strategy are _____ and ______.

A)
shareholders, stakeholders

B)
environment, competencies

C)
stability, control

D)
leaders, managers

E)
distinction, change

31.
Competitive advantage is determined by _______.

A)
superior profits

B)
core competencies

C)
SWOT analysis

D)
the strategic plan.

E)
the satisfaction of consumer needs

32.
The value of a good or service to the consumer is determined by _____

A)
the price consumers are willing to pay for a product or service.

B)
the return companies receive from selling goods and services in the market.

C)
the cost to produce goods and services.

D)
the need satisfaction the consumer perceives the goods or services provide.

E)
the availability of a product or service.

33.
A winning strategy is one that ______.

A)
results in a company becoming the dominant industry leader. 

B)
builds strategic fit, is socially responsible, and maximizes shareholder wealth. 

C)
can pass the ethical standards test, the strategic intent test, and the profitability test. 

D)
is highly profitable and boosts the company's market share. 

E)
fits the company's internal and external situation and builds competitive advantage.

34.
The activities that a firm does better than its competitors that allow it to differentiate it products or services are its _______.
A)
strategic resources

B)
management analysis

C)
core competencies

D)
competitive advantages

E)
skills and abilities.


35.
According to Handy (What’s a Business For?), “it seems only fair that dividends be paid to…”

A)
those who contribute their skills 

B)      those who contribute their money 

C)
both
those who contribute their skills and their money

D)
the community

E)
the stockholders

