SBE 100 – Spring 2014 – Review for Final
Professor Tepfer
MULTIPLE CHOICE.  Choose the one alternative that best completes the statement or answers the question. 

1) 


A ________ is the group of founders, key employees, and advisers that move a new venture from an idea to a fully functioning firm. 


1) 


_______ 

A) 


startup team 

B) 


new venture team 

C) 


new venture panel 

D) 


startup cadre 

E) 


new project team 
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2) 


The fact that companies often falter because the people who start the firms can't adjust quickly enough to their new roles and because the firm lacks a "track record" with outside buyers and sellers, is referred to as the: 


2) 


_______ 

A) 


burden of freshness 

B) 


liability of preparedness 

C) 


millstone of innovation 

D) 


liability of newness 

E) 


burden of novelty 
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3) 


The members of heterogeneous teams are: 


3) 


_______ 

A) 


diverse in terms of their abilities, but very similar in terms of their experiences 

B) 


similar in terms of their abilities and experiences 

C) 


diverse in terms of their abilities and experiences 

D) 


diverse in terms of their experiences, but very similar in terms of their abilities 

E) 


sometimes diverse in terms of their abilities and experiences and sometimes similar along the same dimensions 
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4) 


The members of homogeneous teams are: 


4) 


_______ 

A) 


sometimes diverse in terms of their abilities and experiences and sometimes similar along the same dimensions 

B) 


diverse in terms of their abilities, but very similar in terms of their experiences 

C) 


diverse in terms of their abilities and experiences 

D) 


diverse in terms of their experiences, but very similar in terms of their abilities 

E) 


similar in terms of their abilities and experiences 
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5) 


According to the textbook, prior entrepreneurial experiences: 


5) 


_______ 

A) 


has no relationship to future entrepreneurial performance 

B) 


is one of the most consistent predictors of future entrepreneurial performance for entrepreneurs under 50 years of age but not for entrepreneurs over 50 years of age 

C) 


is one of the poorest predictors of future entrepreneurial performance 

D) 


is one of the most consistent predictors of future entrepreneurial performance 

E) 


is one of the most consistent predictors of future entrepreneurial performance in service firms but not in manufacturing firms 
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6) 


A skills profile is a chart that depicts the: 


6) 


_______ 

A) 


skills and abilities that will be needed for a firm to maintain an aggressive growth strategy 

B) 


preferable skills and abilities of the members of a firm's board of directors 

C) 


preferable skills and abilities of the members of a firm's board of advisors 

D) 


most important skills that are needed in a business startup and where skills gaps exist 

E) 


the skills of a company's customers and how those skills impact the product and services a company provides 
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7) 


If a new venture organizes as a corporation, it is legally required to have a(n) ________, which is a panel of individuals who are elected by a corporation's shareholders to oversee the management of the firm. 


7) 


_______ 

A) 


accountability panel 

B) 


review team 

C) 


board of advisors 

D) 


board of directors 

E) 


team of advisors 
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8) 


A board of directors has three formal responsibilities: 


8) 


_______ 

A) 


periodically update the firm's business plan, declare dividends, and write the firm's marketing plan 

B) 


appoint the officers of the firm, declare dividends, and oversee the affairs of the corporation 

C) 


appoint the officers of the firm, conduct the annual meeting, and submit the firm's annual report to the Securities & Exchange Commission 

D) 


provide funding to the firm, write the firm's strategic plan, and submit the firm's annual report to the Securities & Exchange Commission 

E) 


write the firm's strategic plan, declare dividends, and conduct the annual meeting 
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9) 


William Woods recently launched a printing company. One thing William is thinking about creating is a panel of experts who can provide him ongoing direction and advice regarding the future of his business. William is thinking about creating a(n): 


9) 


_______ 

A) 


advisory board 

B) 


accountability panel 

C) 


analysis panel 

D) 


discussion board 

E) 


suggestion panel 
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10) 


According to the textbook, many entrepreneurs go about the task of raising capital haphazardly because: 


10) 


______ 

A) 


they haven't completed a feasibility analysis or business plan 

B) 


they lack experience in this area and because they don't know much about their choices 

C) 


they are uncomfortable talking about money and they haven't written a business plan 

D) 


they are focused on the nuts and bolts of starting their business 

E) 


they are intimidated by the process and they are unsure of how much money they need 
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11) 


The three reasons startups need funding are: 


11) 


______ 

A) 


business research, cash flow challenges, and costs associated with building a brand 

B) 


attorney fees, capital investments, and marketing research 

C) 


bonuses for members of the new venture team, attorney fees, and lengthy product development cycles 

D) 


bonuses for members of the new venture team, marketing research, and personnel costs 

E) 


cash flow challenges, capital investments, and lengthy product development cycles 
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12) 


In startup firms, inventory must be purchased, employees must be trained and paid, and advertising must be paid for before cash is generated from sales. Which of the following reasons that motivate firms to seek funding or financing is illustrated in this example? 


12) 


______ 

A) 


personnel costs 

B) 


marketing costs 

C) 


lengthy product development cycles 

D) 


cash flow challenges 

E) 


capital investments 
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13) 


For startup firms, the cost of buying real estate, building facilities, and purchasing equipment often exceeds the firm's ability to provide funds for those needs on its own. Which of the following reasons that motivate firms to seek funding or financing is illustrated in this example? 


13) 


______ 

A) 


capital investments 

B) 


lengthy product development cycles 

C) 


cash flow challenges 

D) 


personnel costs 

E) 


costs associated with building a brand 
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14) 


Peter Simmons owns an electronic games company. Although Peter's game designers and programmers are very good, it takes 2-3 years to develop a good electronic game. This example illustrates the need for funding or financing referred to as: 


14) 


______ 

A) 


personnel costs 

B) 


costs associated with building a brand 

C) 


cash flow challenges 

D) 


lengthy product development cycles 

E) 


marketing costs 
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15) 


Equity financing (or funding) means: 


15) 


______ 

A) 


getting a loan 

B) 


exchanging partial ownership in a firm, usually in the form of stock, for funding 

C) 


getting a loan guarantee 

D) 


getting a grant or outright gift 

E) 


getting a lease 
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16) 


A brief carefully constructed statement that outlines the merits of a business opportunity is called a(n): 


16) 


______ 

A) 


subway speech 

B) 


teaser speech 

C) 


elevator speech 

D) 


sway speech 

E) 


bootstrap speech 
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17) 


________ are limited partnerships of money managers who raise money in "funds" to invest in startups and growing firms. 


17) 


______ 

A) 


Venture capital firms 

B) 


Business angels 

C) 


Institutional investors 

D) 


Business capitalists 

E) 


Investment bankers 
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18) 


Debt financing involves: 


18) 


______ 

A) 


getting a grant or selling corporate bonds 

B) 


getting a loan or selling corporate bonds 

C) 


selling corporate bonds or selling stock via an IPO 

D) 


raising venture capital or securing a private placement 

E) 


getting a loan or raising venture capital 
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19) 


Historically, commercial banks: 


19) 


______ 

A) 


have not funded startup firms at all 

B) 


have been a good source of funds for service firm startups but not for manufacturing firm startups 

C) 


have not been a good source of funds for startup firms 

D) 


have been a good source of funds for manufacturing firm startups but not for service firm startups 

E) 


have been a good source of funds for startup firms 
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20) 


There are two major advantages of getting a loan versus investment capital: 


20) 


______ 

A) 


the money doesn't have to be paid back and lenders typically take an active interest in their borrowers 

B) 


banks are reliable sources of funding for startups and interest payments are tax deductible 

C) 


banks are reliable sources of funding for startups and lenders typically take an active interest in borrowers 

D) 


the money doesn't have to be paid back and no ownership in the firm is surrendered 

E) 


no ownership in the firm is surrendered and interest payments are tax deductible 
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21) 


The major advantage of leasing is that: 


21) 


______ 

A) 


it enables a company to have access to average or above average facilities and equipment 

B) 


it is cheaper in the long run than purchasing 

C) 


a lease agreement is easier to negotiate than a purchase agreement 

D) 


it enables a company to acquire the use of assets with little or no down payment 

E) 


it is easier to obtain credit on a lease than a purchase 
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22) 


Andy Sanders owns a sporting goods store that appeals to hunters and fishermen. The market that Andy is trying to appeal to is called his: 


22) 


______ 

A) 


focal market 

B) 


critical market 

C) 


target market 

D) 


objective market 

E) 


intention market 
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23) 


The first step in selecting a target market is to study the industry in which the firm intends to compete and determine the different potential target markets in that industry. This process is called: 


23) 


______ 

A) 


market positioning 

B) 


market targeting 

C) 


market subdividing 

D) 


market splitting 

E) 


market segmentation 
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24) 


A ________ is a place within a market segment that represents a narrower group of customers with similar interests. 


24) 


______ 

A) 


position market 

B) 


spot market 

C) 


gap market 

D) 


niche market 

E) 


slot market 
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25) 


A(n) ________ is the set of attributes—positive or negative—that people associate with a company. 


25) 


______ 

A) 


logo 

B) 


brand 

C) 


trade name 

D) 


emblem 

E) 


symbol 
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26) 


A product attribute map is used to help a firm determine: 


26) 


______ 

A) 


if its positioning strategy is appropriate 

B) 


if its target market is appropriate 

C) 


if its branding strategy is appropriate 

D) 


if its market segmentation is correct 

E) 


if it is emphasizing benefits rather than features 
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27) 


Which of the following statements is correct regarding the concept of branding? 


27) 


______ 

A) 


Startups usually start with an established brand. 

B) 


A brand can be one of a company's most valuable assets. 

C) 


Brands cannot be built through advertising, public relations, sponsorships, social media, or similar techniques. 

D) 


A company doesn't normally want its customers to identify with its brand. 

E) 


A brand can denote a negative impression of a company. 
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28) 


________ is a term that denotes the set of assets and liabilities that are linked to a brand and enable it to raise a firm's valuation. 


28) 


______ 

A) 


Brand equity 

B) 


Trademark value-added 

C) 


Trade name strength 

D) 


Logo equity 

E) 


Trademark equity 
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29) 


Which of the following is not one of the four elements that constitute a firm's marketing mix? 


29) 


______ 

A) 


product 

B) 


price 

C) 


promotion 

D) 


place (or distribution) 

E) 


passion 
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30) 


A firm's marketing mix consists of the following four elements: 


30) 


______ 

A) 


passion, pride, promotion, and place 

B) 


place, promotion, passion, and product 

C) 


product, price, promotion, and place 

D) 


enthusiasm, passion, product, and price 

E) 


passion, pleasure, product, and price 
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31) 


Pat Walker owns an environmental services company. The way Pat prices her services is to figure her cost and then add a 22 percent markup. The method that Pat uses to determine her prices is called: 


31) 


______ 

A) 


competitive-based pricing 

B) 


economic-based pricing 

C) 


conformity-based pricing 

D) 


cost-based pricing 

E) 


value-based pricing 

Page Ref: 369 

32) 


Michael Jones owns a Web design firm. The way Michael prices his products is to determine what consumers are willing to pay, and then he backs off a bit to provide a cushion. The method that Michael used to determine his prices is called: 


32) 


______ 

A) 


predatory pricing 

B) 


cost-based pricing 

C) 


competitive-based pricing 

D) 


technical pricing 

E) 


value-based pricing 
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33) 


________ refers to the activities the firm takes to communicate the merits of its product to its target market. 


33) 


______ 

A) 


Advertising 

B) 


Endorsement 

C) 


Price 

D) 


Promotion 

E) 


Sponsorship 
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34) 


Efforts to establish and maintain a company's image with the public are referred to as: 


34) 


______ 

A) 


open relations 

B) 


advertising 

C) 


civic relations 

D) 


community relations 

E) 


public relations 
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35) 


A(n) ________ is a route a product takes from the place it is made to the customer who is the end user. 


35) 


______ 

A) 


product channel 

B) 


trade channel 

C) 


distribution channel 

D) 


allotment channel 

E) 


promotion channel 
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36) 


A firm's sales process: 


36) 


______ 

A) 


depicts the steps it goes through to identify prospects and close sales 

B) 


describes its social media strategy 

C) 


depicts the steps it goes through to identify its target market and positioning strategy 

D) 


describes a firm's branding strategy 

E) 


is typically not put in place until a year or more after a startup launches 
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37) 


Which of the following is an example of intellectual property? 


37) 


______ 

A) 


AirTran's fleet of planes 

B) 


the computer that you use 

C) 


the trucks that deliver White Wave soymilk to grocery stores 

D) 


Nike's swoosh logo 

E) 


Microsoft's headquarters in Redmond, Washington 
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38) 


There are two primary rules of thumb for deciding if intellectual property protection should be pursued for a particular intellectual asset. First, a firm should determine if the intellectual property in question is directly related to its competitive advantage. Second, a firm should determine if its intellectual property: 


38) 


______ 

A) 


has value in the marketplace 

B) 


rightfully belongs to the firm or the employees who developed it 

C) 


is less than 20 years old 

D) 


could be licensed to another company 

E) 


is something that was developed "in-house" 
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39) 


Which of the following are the four key forms of intellectual property protection? 


39) 


______ 

A) 


patents, copyrights, trademarks, and trade secrets 

B) 


convents, inventions, opportunities, and copyrights 

C) 


discoveries, Internet domain names, innovations, trademarks 

D) 


patents, official documents, copyrights, inventions 

E) 


discoveries, covenants, trademarks, patents 
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40) 


A grant from the federal government conferring the rights to exclude others from making, selling, or using an invention for a specific period of time is referred to as a(n): 


40) 


______ 

A) 


idea secret 

B) 


patent 

C) 


copyright 

D) 


innovation 

E) 


trademark 
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41) 


The sole entity responsible for granting patents in the United States is the: 


41) 


______ 

A) 


U.S. Departments of Patents 

B) 


Securities and Exchange Commission 

C) 


U.S. Patent and Trademark Office 

D) 


Federal Patent, Copyright and Trademark Office 

E) 


U.S. Treasury Department 
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42) 


Amazon.com's one-click ordering system, Priceline.com's "name-your-price" business model and Netflix's method for allowing customers to set up a rental list of movies they want mailed to them are examples of: 


42) 


______ 

A) 


trademark extension patents 

B) 


utility patents 

C) 


business method patents 

D) 


copyright extension patents 

E) 


business process protection patents 
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43) 


________ takes place when one party engages in the unauthorized use of another party's patent. 


43) 


______ 

A) 


Patent infraction 

B) 


Patent infringement 

C) 


Patent encroachment 

D) 


Patent violation 

E) 


Patent breach 
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44) 


A form of intellectual property protection that grants to the owner of a work of authorship the legal right to determine how the work is used and to obtain the economic benefits from the work is referred to as a(n): 


44) 


______ 

A) 


assurance document 

B) 


patent 

C) 


brand 

D) 


copyright 

E) 


trade secret 
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45) 


Copyright law protects any work of authorship: 


45) 


______ 

A) 


one year after it assumes a tangible form 

B) 


the moment it assumes a tangible form 

C) 


as soon as it is approved by the U.S. Copyright Office 

D) 


30 days after it assumes a tangible form 

E) 


90 days after it is approved by the U.S. Copyright Office 
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46) 


Which of the following symbols is the copyright bug? 


46) 


______ 

A) 


¢ 


B) 


ç 


C) 


€ 


D) 


© 


E) 


™ 
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47) 


________ occurs when one work derives from another or is an exact copy or shows substantial similarity to the original work. 


47) 


______ 

A) 


Copyright duplication 

B) 


Copyright infringement 

C) 


Copyright intrusion 

D) 


Copyright violation 

E) 


Copyright breach 
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48) 


A company's customer list is most commonly protected under ________ regulations. 


48) 


______ 

A) 


trademark 

B) 


copyright 

C) 


trade secret 

D) 


patent 

E) 


collective mark 
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49) 


A ________ is any formula, pattern, physical device, idea, process, or other information that provides the owner of the information with a competitive advantage in the marketplace. 


49) 


______ 

A) 


patent 

B) 


trade secret 

C) 


trademark 

D) 


certification mark 

E) 


copyright 
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50) 


There are two primary reasons to conduct an intellectual property audit. First, it is prudent for a company to periodically determine whether its intellectual property is being properly protected. The second reason for a company to conduct an intellectual property audit is to: 


50) 


______ 

A) 


remain prepared for an initial public offering 

B) 


make sure no intellectual property has been stolen 

C) 


update the value of its intellectual property on its balance sheet 

D) 


remain prepared to justify its value in the event of a merger or acquisition 

E) 


remain prepared for a Security & Exchange Commission spot inspection 
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51) 


PurBlue Beverages, the company profiled in the opening feature for Chapter 13, sells bottled water, under the GIVE brand. GIVE bottled water has not one but two unusual twists. First, 10 cents of every bottle sold is donated to charity. And second: 


51) 


______ 

A) 


the bottles are biodegradable and break down within six months of being used 

B) 


the bottles come with seven different labels, each label providing information about a local charity 

C) 


the bottles come in four sizes, allowing the buyer to determine which size to buy 

D) 


the bottles come in four colors (each color representing a charity), allowing the buyer to choose which charity his or her donation would go to 

E) 


the bottles come in four shapes, each shape representing a different environmental cause 
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52) 


Barb Campbell owns an entertainment company which has increased both its profits and revenues over an extended period of time. Barb's firm is experiencing: 


52) 


______ 

A) 


resolute growth 

B) 


unbroken growth 

C) 


unrelenting growth 

D) 


sustained growth 

E) 


moderate growth 
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53) 


According to the textbook, there are three issues about business growth that entrepreneurs should appreciate. These issues are: 


53) 


______ 

A) 


not all businesses have the potential to be aggressive growth firms, business success scales, and business growth is a top priority of most entrepreneurial firms 

B) 


a business's valuation increases with its growth, a business can grow too fast, and business growth is a top priority of most entrepreneurial firms  

C) 


business growth is a top priority of most entrepreneurial firms, a business can't grow too fast, and businesses that price their products aggressively grow the fastest 

D) 


the majority of businesses have the potential to be aggressive growth firms, a business can't grow too fast, and business success scales 

E) 


not all businesses have the potential to be aggressive growth firms, a business can grow too fast, and business success doesn't always scale 
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54) 


________ are(is) generated when increasing production lowers the average cost of each unit produced. 


54) 


______ 

A) 


Economies of scale 

B) 


Business scalability 

C) 


Economies of scope 

D) 


Market leadership 

E) 


Reaching for scale 
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55) 


________ are costs that a company incurs whether it sells something or not. ________ are the costs a company incurs as it generates sales. 


55) 


______ 

A) 


Fixed costs, Variable costs 

B) 


Variable costs, Fixed costs 

C) 


Marginal costs, Set costs 

D) 


Preset costs, Marginal costs 

E) 


Set costs, Marginal costs 
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56) 


Jeremy Rhodes leases a manufacturing facility that produces computer keyboards. Jeremy tries to keep production high, because his lease payments are $6,200 a month, regardless of whether he produces one computer keyboard a month or 10,000. Jeremy's lease payment is a: 


56) 


______ 

A) 


secondary cost 

B) 


variable cost 

C) 


tangible cost 

D) 


fixed cost 

E) 


marginal cost 

Page Ref: 440 

57) 


Tiffany Smith owns a barbecue restaurant. One expense that Tiffany watches closely is the cost of propane, which she uses to heat her ovens. The more barbecue food Tiffany sells, the more it costs her for propane on a monthly basis. For Tiffany, the cost of propane is a(n): 


57) 


______ 

A) 


irregular cost 

B) 


variable cost 

C) 


secondary cost 

D) 


resultant cost 

E) 


fixed cost 
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58) 


________ are similar to economies of scale, except the advantage comes through the scope (or range) of a firm's operations rather than from its scale of production. 


58) 


______ 

A) 


Economies of range 

B) 


Economies of scope 

C) 


Economies of span 

D) 


Economies of capacity 

E) 


Economies of reach 
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59) 


Market leadership occurs when: 


59) 


______ 

A) 


a firm sells twice as much as its closest competitor 

B) 


a firm is the number one or the number two firm in an industry or niche market in terms of sales volume 

C) 


a firm earns twice as much as its closest competitor 

D) 


a firm is one of the top five firms in an industry or market niche in terms of sales volume 

E) 


a firm is the number one or the number two firm in an industry or niche market in terms of net profits 
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60) 


Valarie owns a company that makes specialized components for the auto industry. Her most important customer is a company that is growing at a rate of 25% per year. Valarie is working hard to grow her firm, because she knows that unless her company continually grows it will not be able to keep pace with the growth of its most important customer. This examples illustrates the reason for growth referred to as: 


60) 


______ 

A) 


capturing economies of scope 

B) 


influence, power, and survivability 

C) 


executing a scalable business model 

D) 


market leadership 

E) 


need to accommodate the growth of key customer 
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61) 


The majority of businesses go through a discernable set of stages of growth referred to as the: 


61) 


______ 

A) 


business existence cycle 

B) 


business life cycle 

C) 


organizational sequence 

D) 


business rotation cycle 

E) 


organizational life cycle 

Page Ref: 442 

62) 


The main challenges for a business in the introduction stage of the organizational life cycle is: 


62) 


______ 

A) 


beginning the process of transitioning the owner from a hands-on supervisor to a more managerial role and developing business partnerships  

B) 


making sure the initial product or service is right and starting to lay the groundwork for building a larger organization 

C) 


determining whether the owner of the business and the current management team is capable of taking the business further and developing systems and procedures 

D) 


developing systems and procedures and beginning the process of transitioning the owner from a hands-on supervisor to a more managerial role 

E) 


developing business partnerships and making sure the initial product or service is right 
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63) 


According to the textbook, a well-managed business that finds its products and services are mature often: 


63) 


______ 

A) 


replaces its board of directors to breathe new life into the firm 

B) 


looks for new managerial talent to breathe new life into the firm 

C) 


looks for partnering or acquisition opportunities to breathe new life into the firm 

D) 


looks for international business opportunities 

E) 


looks for licensing opportunities 

Page Ref: 444 

64) 


When a firm's managerial resources are insufficient to take advantage of its new product and service opportunities, the subsequent bottleneck is referred to as the: 


64) 


______ 

A) 


business capacity problem 

B) 


managerial capacity problem 

C) 


business aptitude problem 

D) 


entrepreneurial aptitude problem 

E) 


commercial capacity problem 
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65) 


________ means that as the number of employees a firm needs increases, it becomes increasingly difficult for it to find the right employees, place them in appropriate positions, and provide adequate supervision. 


65) 


______ 

A) 


Adverse hazard 

B) 


Moral selection 

C) 


Adverse selection 

D) 


Difficult hazard 

E) 


Moral hazard 
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66) 


________ means that as a firm grows and adds personnel, the new hires typically do not have the same ownership incentives as the original founders, so the new hires may not be as motivated as the founders to put in long hours or may even try to avoid hard work. 


66) 


______ 

A) 


Productivity hazard 

B) 


Ethical selection 

C) 


Moral hazard 

D) 


Difficult selection 

E) 


Adverse hazard 
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67) 


Terry Wells owns a growing company that makes innovative kitchen appliances. One thing that Terry has to continually work at is to keep enough cash on hand to make sure she has sufficient liquidity to meet her payroll and cover her other short-term obligations. The day-to-day challenge of firm growth this example is referring to is: 


67) 


______ 

A) 


capital constraints 

B) 


cash flow management 

C) 


price stability 

D) 


quality control 

E) 


personnel issues 
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68) 


Kelly Andrews owns a company that makes office furniture. Recently, a favorable article was written about Kelly's company in a business magazine, and as a result, Kelly has seen a spike in his orders. Although Kelly is grateful for the additional orders, he is worried about one thing. An increase in activity means that his firm must handle more service requests and paperwork and contend with more customers, stakeholders, and vendors. Kelly knows that if he doesn't handle this increased activity properly, the workmanship of his products could decline. The 
day-to-day challenge of firm growth that this example illustrates is: 


68) 


______ 

A) 


quality control 

B) 


price stability 

C) 


capital constraints 

D) 


cash flow management 

E) 


benchmarking 
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69) 


Abby Covin owns a firm that manufacturers and sells high-end furniture and home accessories. She is currently trying to grow her firm by developing new products. Abby is pursuing a(n) ________ growth strategy. 


69) 


______ 

A) 


outside 


B) 


internal 


C) 


domestic 


D) 


inward 


E) 


external 
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70) 


Which of the following is an example of an internal growth strategy? 


70) 


______ 

A) 


licensing 

B) 


acquisition 

C) 


merger 

D) 


strategic alliance 

E) 


new product development 
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71) 


Which of the following is an example of an external growth strategy? 


71) 


______ 

A) 


improving an existing product or service 

B) 


geographic expansion 

C) 


extending product lines 

D) 


licensing 

E) 


increasing the market penetration of an existing product or service 
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72) 


If a business enhances the quality of a product, makes it more convenient to use, improves its durability, or makes it more up to date, any one of those initiatives fall under the category of: 


72) 


______ 

A) 


licensing 

B) 


increasing the market penetration of an existing product or service 

C) 


extending product lines 

D) 


geographic expansion 

E) 


improving an existing product or service 
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73) 


A(n) ________ seeks to increase the sales of a product or service through greater marketing efforts or through increased production capacity and efficiency. 


73) 


______ 

A) 


improving an existing product or service strategy 

B) 


strategic alliance strategy 

C) 


product line extension strategy 

D) 


geographic expansion strategy 

E) 


market penetration strategy 

Page Ref: 467 

74) 


A(n) ________ strategy involves making additional versions of a product so that it will appeal to different clientele. 


74) 


______ 

A) 


product line extension 

B) 


improving an existing product or service 

C) 


strategic alliance 

D) 


market penetration 

E) 


geographic expansion 
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75) 


Entrepreneurial businesses that grow by expanding from their original location to additional geographic sites are pursuing a: 


75) 


______ 

A) 


universal networking strategy 

B) 


common expansion strategy 

C) 


geographic expansion strategy 

D) 


market penetration strategy 

E) 


product line extension strategy 
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76) 


Which of the following is the primary disadvantage of franchising as a foreign market entry strategy? 


76) 


______ 

A) 


It is usually a one-time activity. 

B) 


high transportation costs 

C) 


A firm loses partial control of its business finances. 

D) 


quality control 

E) 


The costs of setting up and maintaining a manufacturing facility and permanent presence in a foreign country can be high. 
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77) 


________ growth strategies rely on establishing relationships with third parties, such as mergers, acquisitions, strategic alliances, joint ventures, licensing, and franchising. 


77) 


______ 

A) 


External 


B) 


Peripheral 


C) 


Distant 


D) 


Domestic 


E) 


Outside 
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78) 


Trevor Watts owns a printing company. Over the past three years, Trevor has significantly increased his sales through the outright purchase of other printing firms. Trevor is pursuing a(n) ________ strategy. 


78) 


______ 

A) 


merger 

B) 


joint venture 

C) 


acquisition 

D) 


strategic alliance 

E) 


licensing 
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79) 


The granting of permission by one company to another company to use a specific form of its intellectual property under clearly defined conditions is referred to as: 


79) 


______ 

A) 


endorsing 

B) 


confirming 

C) 


certifying 

D) 


verifying 

E) 


licensing 

Page Ref: 477 

80) 


________ is the licensing of a recognized trademark or brand that the licensor typically controls through a registered trademark or copyright. 


80) 


______ 

A) 


Goods and character licensing 

B) 


Products and services licensing 

C) 


Merchandise and character licensing 

D) 


Products and trademark licensing 

E) 


Products and brand licensing 
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81) 


Which of the following was identified in the textbook as an advantage of participating in strategic alliances and joint ventures? 


81) 


______ 

A) 


loss of proprietary information 

B) 


loss of organizational flexibility 

C) 


partners' cultures may clash 

D) 


risk becoming dependent on a partner 

E) 


risk and cost sharing 
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82) 


Which of the following was identified in the textbook as a disadvantage of participating in strategic alliances and joint ventures? 


82) 


______ 

A) 


risk and cost sharing 

B) 


learning 

C) 


partners' cultures may clash 

D) 


gain access to a foreign market 

E) 


economies of scale 
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83) 


Franchising is a form of business ownership in which a firm that already has a successful product or service licenses its trademark and method of doing business to another business in exchange for: 


83) 


______ 

A) 


an initial franchise fee and an ongoing royalty 

B) 


an ongoing royalty 

C) 


a one-time franchise fee 

D) 


an equity position in the new business 

E) 


an initial franchise fee and an equity position in the new business 
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84) 


There are two distinctly different types of franchise systems: 


84) 


______ 

A) 


product plus franchise, business format franchise 

B) 


product extension franchise, business design franchise 

C) 


business design franchise, product improvement franchise 

D) 


product trademark franchise, business format franchise 

E) 


product trademark franchise, business arrangement franchise 
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85) 


Betty Collins has been a Ford dealer for the past 20 years. Betty owns a: 


85) 


______ 

A) 


product plus franchise 

B) 


business design franchise 

C) 


product and business format franchise 

D) 


product and trademark franchise 

E) 


business format franchise 
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86) 


Clark Jensen recently opened a Planet Smoothie franchise. So far, he is very satisfied with Planet Smoothie because in exchange for an initial franchise fee and an ongoing royalty payment, Planet Smoothie has provided Clark a formula for doing business along with training, advertising, and other forms of assistance. Clark purchased a ________ franchise. 


86) 


______ 

A) 


business extension 

B) 


sales extension 

C) 


product and trademark 

D) 


formula driven 

E) 


business format 
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87) 


A(n) ________ involves the sale of a single franchise for a specific location. 


87) 


______ 

A) 


precise franchise agreement 

B) 


one-of-a-kind franchise agreement 

C) 


pinpoint franchise agreement 

D) 


specific franchise agreement 

E) 


individual franchise agreement 
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88) 


Phil Atkinson recently entered into an agreement with Sonic to open seven Sonic Fast-Food Restaurant franchises. According to the agreement that Phil entered into, he has the right to open up to seven Sonic Fast-Food Restaurant franchises within the city limits of Portland, Oregon. Phil has entered into a(n): 


88) 


______ 

A) 


neighborhood franchise agreement 

B) 


district franchise agreement 

C) 


individual franchise agreement 

D) 


locality franchise agreement 

E) 


area franchise agreement 
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89) 


A master franchisee, in addition to having the right to open and operate a specific number of locations in a particular area, also has the right to: 


89) 


______ 

A) 


use its own operating manuals to run its franchise outlets 

B) 


offer and sell the franchise to other people in its area 

C) 


stop making royalty payments if it is losing money 

D) 


sell products made by companies other than the franchisor 

E) 


stop making royalty payments if its sales decline 
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90) 


Franchising is appropriate when: 


90) 


______ 

A) 


a firm is trying to commercialize a technology product, it is well-funded, and it has a desire to grow 

B) 


a firm has a strong trademark, a desire to grow, and a well-designed business method 

C) 


a firm has a weak trademark, it is well-funded, and it has a desire to grow 

D) 


a firm has a desire to grow, it has a well-designed business method, and it is well funded 

E) 


a firm's business methods are not polished, it has a desire to grow, and it is trying to commercialize a technology product 
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91) 


According to the textbook, from the franchisor's point of view, the primary disadvantage of franchising is that: 


91) 


______ 

A) 


franchise organizations consistently makes less money than alternative forms of business ownership 

B) 


an organization allows others to profit from its trademark and business method 

C) 


it is not legal in 11 states 

D) 


it typically takes longer to grow an organization via franchising than company-owned stores 

E) 


the franchisees, rather than the franchisor, typically makes most of the money 
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92) 


According to the textbook, a franchisee's weekly or monthly royalty fees are typically around ________ of gross income. 


92) 


______ 

A) 


5% 


B) 


7% 


C) 


9% 


D) 


1% 


E) 


3% 
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93) 


In the majority of cases, a franchisee pays the franchisor a royalty based on: 


93) 


______ 

A) 


the age of the franchise outlet 

B) 


a predetermined fixed weekly or monthly amount 

C) 


weekly or monthly gross income 

D) 


weekly or monthly net income 

E) 


the size of the franchise outlet 
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94) 


There are two primary advantages to buying a franchise over other forms of business ownership. First, franchising provides an entrepreneur the ability to own a business using tested and refined business methods, and second: 


94) 


______ 

A) 


franchisors typically encourage creativity on the part of franchisees 

B) 


a franchise agreement is typically easy to exit if expectations aren't met 

C) 


the franchisor typically provides training, technical expertise, and other forms of support 

D) 


franchise organizations are consistently more profitable than non- franchise organizations in the same industry 

E) 


franchising is almost a sure way of making a profit 
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95) 


International opportunities for franchising are becoming: 


95) 


______ 

A) 


more prevalent 

B) 


more prevalent for product and trademark franchise systems and less prevalent for business format franchise systems 

C) 


less prevalent for product and trademark franchise systems and more prevalent for business format franchise systems 

D) 


neither more nor less prevalent 

E) 


less prevalent 
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