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Chapter 9 Review Questions

	There is only ONE correct answer for each question.

True/False


1.
In “double loop” learning, the organization's assumptions, premises, goals and strategies are continuously monitored, tested, and reviewed. 
2.
For firms competing in mature, stable industries, “traditional” strategic controls are often appropriate. 
3.
Once a strong and healthy organizational culture has been established, it becomes self-sustaining. 
4.
If an organization changes its strategy, it should also change its structure.   
5.
Rule-based controls are appropriate in organizations where most of the employees are unskilled. 

6.
For firms competing in highly unstable and turbulent industries, “traditional” strategic controls are most appropriate because the emphasize stability in the organization.   
7.
In firms that compete on the basis of cost, incentives tend to be based on explicit quantitative targets.   
8.
Corporate governance is concerned with the relationship between two primary players--the principals (stockholders) and agents (management).         
9.
In the United States, the law imposes on the board a strict and absolute fiduciary duty to ensure that a company is run consistent with the long-term interests of all important stakeholders.   
10.
A corporation is a mechanism in which the shareholders (investors) are able to participate in the profits of the enterprise without taking direct responsibility for the operations.  

11.
One of the problems that agency theory addresses is the problem of risk sharing which arises when the principal and the agent have different attitudes toward risk.   
Multiple Choice

12.
Which of the following are part of a contemporary control system?


A.
Scanning and monitoring the environment


B.
Feedback systems to improve operational efficiency


C.
Feedforward systems to adapt basic strategy


D.
Informational and behavioral controls.


E.
All of the above

13.
Contemporary approaches to strategic control involve ______
A.
single-loop learning.
B.
double-loop learning.
C.
triple-loop learning. 
D.
redundant learning. 

E.
enforced learning
14.
In strategic evaluation and control systems, the feed forward process is aimed at ______


A.
reinforcing the status quo.

B.
improving organizational efficiency.


C.
doing the right things.


D.
improving product quality.


E.
reinforcing rules and regulations

15.
Strategic controls attempt to maintain alignment between _____.

A.
customers, strategy, and products/services.

B.
strategy, structure, and the environment.

C.
“doing things right” and “doing the right things”.

D.
profits, value, and costs. 

E.
business level strategy, corporate level strategy, and international strategy.
16.
All of the following are examples of how organizational culture exerts behavioral control except____.
A.
culture sets explicit boundaries. 

B.
culture encourages individual identification with the organization and its objectives. 

C.
culture helps maintain control by creating behavioral norms. 

D.
culture generates unwritten standards of acceptable behavior. 

E.
None of the above – these are ALL examples of how organizational culture exerts behavioral control. 

17.
Effective boundaries and constraints _____

A.
minimize improper and unethical conduct. 

B.
tend to inhibit efficiency and effectiveness. 

C.
tend to limit organizational growth. 

D.
distract employees who are trying to focus on organizational priorities. 

E)
require little management involvement.

18.
The use of culture and intangible rewards as the primary means of controlling individual behavior is considered more effective than rules and boundaries when _____

A.
measurement of performance is straightforward. 

B.
work is autonomous and creative. 

C.
output is standardized. 

D.
tasks are repetitive and routine. 

E.
employees wages are based primarily on piecework.

19.
Which of the following statements is true?

A.
Organizational inertia helps keep strategy and structure aligned.

B.
Organizations tend to change structure too frequently which erodes competitive advantage.

C.
If strategy is changed, structure should also be changed.

D.
Flexibility in organizational structure is more important than stability. 

E.
Control systems inhibit rapid response to environmental change.

20.
In the corporate governance process, external control mechanisms include all of the following except ______

A)
auditors. 

B)
analysts. 

C)
competitors. 
D) the market for corporate control. 

E) regulations
21.
Corporate governance can be defined as the relationship among various participants in determining the direction and performance of corporations. The primary participants in the corporate governance process are: 


A) shareholders, managers, and the board of directors, 

B) shareholders, employees, and managers.

C) owners, managers, and key stakeholders. 

D) managers, the board of directors, and key stakeholders.

E) stakeholders, managers, and the board of directors.

22.
The main purpose of corporate governance is to _____


A)
involve employees in management decisions.


B)
involve shareholders in management decisions.


C)
align management practices with shareholder interests.

D) align management practices with government regulations.

E) satisfy the needs of all key stakeholders.

23.
The ___________ is when managers act to promote their own self-interests rather than the interests of shareholders. 

A)
malfeasance problem

B)
governance problem

C)
stakeholder problem

D)
Sarbanes-Oxley problem

E)
agency problem

24.
In the corporate governance process, the board of directors has the fiduciary responsibility to represent _____.

A)
the interests of all stakeholders.

B)
the interests of stockholders

C)
the interests of management

D)
the interests of customers.

E)
All of the above.

