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QUESTION 1

A small retail business would most likely finance its merchandise inventory with 

A. Commercial paper 

B. A terminal warehouse receipt loan. 

C. A line of credit. 

D. A chattel mortgage. 

Correct Answer: C 

A small retail store would not have access to major capital markets. In fact, the only options available, outside of owner
financing, are bank loans and a line of credit from suppliers. It is this latter alternative that is most often used because it
permits the store to finance inventories for 30 to 60 days without incurring interest cost. A line of credit is an
arrangement between a bank and a borrower in which the bank commits itself to lend up to a certain maximum amount
to the borrower in a given period. 

 

QUESTION 2

Assume that the Entertainment Division is able to purchase a large quantity of video cards from an outside source at
$8.70 per unit. The Video Cards Division, having excess capacity, agrees to lower its transfer price to $8.70 per unit.
This action would 

A. Optimize the profit goals of the Entertainment Division while subverting the profit goals of Parkside. 

B. Allow evaluation of both divisions on the same basis. 

C. Subvert the profit goals of the Video Cards Division while optimizing the profit goals of the Entertainment Division. 

D. Optimize the overall profit goals of Parkside. 

Correct Answer: D 

 

 

QUESTION 3

Siberian Ski Company recently expanded its manufacturing capacity, which will allow it to produce upto 15,000 pairs of
cross country skis of the mountaineering model or the touring model. The Sales Department assures management that
it can sell between 9,000 pairs and 13000 pairs of either product this year. Because the models are very similar,
Siberian Ski will produce only one of the two models. The following information was compiled by the Accounting
Department 
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Fixed costs will total $369,600 if the mountaineering model is produced but will be only $316,800 if the touring model is
produced. Siberian Ski is subject to a 40% income tax rate.If the Siberian Ski Company Sales Department could
guarantee the annual sale of 12,000 pairs of either model, Siberian Ski would 

A. Produce 12,000 pairs of touring skis because they have a lowerfixed cost. 

B. Be indifferent as to which model is sold because each model has the same variable cost per unit. 

C. Produce 12,000 pairs of mountaineering skis because they have a lower breakeven point. 

D. Produce 12,000 pairs of mountaineering skis because they are more profitable. 

Correct Answer: D 

 

 

QUESTION 4

Which of the following is not a characteristic of a multinational strategy adopted by a global marketing organization? 

A. The product is customized (or each market. 

B. Central control of the production process is strong. 

C. The strategy is most effective when there are strong differences between countries. 

D. Production costs incurred are higher than in a global or global strategy. 

Correct Answer: B 

A multinational strategy adopts a portfolio approach, lts emphasis is on national markets because the need for global
integration is not strong. The product is customized for each market and therefore incurs higher production costs.
Decision making is primarily local with a minimum of central control. The strategy is most effective given large
differences between countries, Also, exchange rate risk is reduced when conducting business in this manner. 

 

QUESTION 5

During which stage of the product life cycle will prices most like\\' be reduced to the lowest possible level? 

A. Introductory stage. 
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B. Growth stage. 

C. Maturity stage. 

D. Dechnestage 

Correct Answer: C 

During the maturity stage, many competitors are in market, Given a decline in absence of growth or negative growth, the
industry also may have excess capacity. For these and other reasons, competitive rivalry will be strong. Firms may
attempt to modify the market, the product, or the marketing mix. Thus, price competition (an lament of the marketing
mix) will be most intense during the maturity stage 
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