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QUESTION 1

In order to provide useful information for an organization\\'s risk management decisions, which of the following factors is
least important to assess? 

A. The underlying causes of the risk. 

B. The impact of the risk on the organization\\'s objectives. 

C. The risk levels of current and future events. 

D. The potential for eliminating risk factors. 

Correct Answer: D 

 

QUESTION 2

Which of the following elements of an organization requires people to be accountable to superiors? 

A. Coordination of effort. 

B. Division of labor. 

C. Common goal or purpose. 

D. Hierarchy of authority. 

Correct Answer: D 

A hierarchy of authority requires people to be accountable to their superiors in the hierarchy. 

 

QUESTION 3

According to the Standards, which of the following is based on the assertion that the quality of an organization\\'s risk
management process should improve with time ? 

A. Process element. 

B. Key principles. 

C. Maturity model. 

D. Assurance. 

Correct Answer: C 

 

QUESTION 4

An emerging industry is new or newly formed and is small in size initially. An emerging industry results from innovation,



changes in cost structures, new customer needs, or another factor that creates an attractive opportunity for selling a
product or service. Which of the following is a structural characteristic of an emerging industry? 

A. A long time horizon for product development. 

B. Low initial costs and a shallow learning curve. 

C. Mobility barriers include economies of scale and brand identification. 

D. The presence of embryonic companies and spinoffs. 

Correct Answer: D 

Embryonic companies (firms newly formed and not new units of established entities) are numerous in the emerging
phase of industry evolution. Entry is not discouraged by the presence of economies of scale or strategic certainty. Spin-
offs from existing firms also are common. Given the strategic uncertainties and the lure of equity interests, employees of
these firms may have the incentive, and be well-placed, to create new firms. Their motive is to exploit ideas that may not
have received a favorable reception by their former employers. 

 

QUESTION 5

Which of the following is not an appropriate approach to team building? 

A. Ensuring a balance of complementary team roles. 

B. Choosing members who need to improve skills. 

C. Developing clear and shared values. 

D. Selecting team members based on how the members are likely to relate to each other. 

Correct Answer: B 

A team is most likely to be effective when it is fully empowered. Empowerment follows from properly training and
equipping team members, and providing them with all necessary information. A team will not be effective if its members
lack the needed skills. 

 

QUESTION 6

Which of the following statements is true regarding the use of public key encryption to secure data while it is being
transmitted across a network? 

A. Both the key used to encrypt the data and the key used to decrypt the data are made public. 

B. The key used to encrypt the data is kept private but the key used to decrypt the data is made public. 

C. The key used to encrypt the data is made public but the key used to decrypt the data is kept private. 

D. Both the key used to encrypt the data and the key used to decrypt the data are made private. 

Correct Answer: C 

 



QUESTION 7

According to Arthur D Little, a competitor firm that can act independently and sustain itslong-termstatus irrespective of
the behavior of others holds which of the following competitive positions? 

A. A dominant position. 

B. A strong position. 

C. A favorable position. 

D. A tenable position. 

Correct Answer: B 

Evaluating a competitor\\'s market position is necessary to judge how and whether to challenge it. A firm in a strong
competitive position can act independently and sustain its long-term status irrespective of the behavior of others. 

 

QUESTION 8

A manager has difficulty motivating staff to improve productivity, despite establishing a lucrative individual 

reward system. 

Which of the following is most likely the cause of the difficulty? 

A. High degree of masculinity. 

B. Low uncertainty avoidance. 

C. High collectivism. 

D. Low long-term orientation. 

Correct Answer: C 

 

 

QUESTION 9

Michael E. Porter\\'s generic strategies are responses to the five competitive forces. How do focus strategies respond to
the threat of buyers\\' bargaining power? 

A. A cost leader may be able to pass along suppliers\\' price increases. 

B. Substitute products may not be able to compete on quality. 

C. Core competencies in a broad market may not be matched by new entrants. 

D. Brand loyalty may not be matched by new entrants. 

Correct Answer: B 



Differentiation may reduce the leverage enjoyed by strong buyers because of the uniqueness of the product and the
resulting lack of close substitutes. Focus strategies also may reduce buyers\\' ability to negotiate in a narrow market.
Substitutes may not be able to compete on price, quality, etc. 

 

QUESTION 10

Which of the following organization structures would most likely be able to cope with rapid changes and uncertainties? 

A. Decentralized. 

B. Centralized. 

C. Departmentalized. 

D. Tall structure. 

Correct Answer: A 

 

QUESTION 11

An internal auditor computed that one of the organization\\'s accounting divisions is processing 30 travel reports per
hour while another accounting division is processing 22 travel reports per hour. 

Which of the following efficiency measures did the internal auditor most likely employ? 

A. Operating rate. 

B. Asset efficiency rate. 

C. Resource utilization rate. 

D. Productivity rate. 

Correct Answer: D 

 

QUESTION 12

Which of the following application controls, implemented by management, monitors data being processed to ensure the
data remains consistent and accurate? 

A. Management trail controls. 

B. Output controls. 

C. Integrity controls. 

D. Input controls. 

Correct Answer: C 
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