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QUESTION 1

Firms that sell products worldwide are most likely to have the lowest costs with a marketing mix that is 

A. Adapted to each market. 

B. Standardized for all markets. 

C. A combination of new and adapted products in each market 

D. A combination of standardized products and adapted promotions. 

Correct Answer: B 

Firms that operate globally must choose a marketing program after considering the need for adaptation to local
circumstances. The possibilities lie on a continuum from a purely standardized marketing mix to a purely adapted
marketing mix. The former chooses to standardize products, promotion, and distribution. The latter adapts the elements
of the mix to each local market. Worldwide standardization of all elements should be the lowest cost marketing strategy.
However, even well-established global brands ordinarily undergo some adaptation to local markets. 

 

QUESTION 2

A proposed transfer price may be a cost-plus price. Variable-cost-plus price is the price 

A. On the open market 

B. Representing the cash outflows of the supplying division plus the contribution to the supplying division from an
outside sale. 

C. Usually set by an absorption-costing calculation 

D. Set by charging for variable costs plus a lump sum or an additional markup, but less than full markup 

Correct Answer: D 

The variable-cost-plus price is the price set by charging for variable cost plus either a lump sum or an additional markup
but less than the lull markup price. This permits top management to enter the decision process and dictate that a
division transfer at variable cost plus some appropriate amount. 

 

QUESTION 3

Which factor most likely encourages entry into an existing market? 

A. Government subsidies for new investors. 

B. High product differentiation, principally produced by trademarks. 

C. Knowledge of the industry, with high investments in developments. 

D. Low fixed exit costs. 
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Correct Answer: A 

Subsidies for new firms lower entry barriers. Thus, new firms may enter the industry and intensify competition.
Government policy also may affect competition via regulations that encourage or discourage substitutes or affect costs,
that govern competitive behavior, or that limit growth. Government also may be a buyer or supplier. 

 

QUESTION 4

A mail-order confectioner sells fine candy in one-pound boxes. It has the capacity to produce 600000 boxes annually,
but forecasts that it will produce and sell only 500,000 boxes in the coming year. The costs to manufacture and
distribute the candy are detailed below. The organization has invested capital of $6,750,000. 

The selling price per pound that the confectioner should charge for a one-pound box of candy to obtain a 20% rate of
return on invested capital is 

A. $9.70 

B. $11.05 

C. $11.50 

D. $11.86 

Correct Answer: D 

 

 

QUESTION 5

The internal rate of return is 

A. The breakeven borrowing rate for the project in question. 

B. The yield rate/effective rate of interest quoted on long-term debt and other instruments. 
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C. Favorable when it exceeds the hurdle rate. 

D. All of the answers are correct. 

Correct Answer: D 

The internal rate of return (IRR) is the discount rate at which the present value of the cash flows equals the original
investment. Thus, the NPV of the project is zero at the IRR. The IRR is also the maximum borrowing cost the firm could
afford to pay for a specific project. The IRR is similar to the yield rate/ effective rate quoted in the business media. 

 

QUESTION 6

The most widely used currency in international business today is the 

A. United States dollar 

B. Euro 

C. Japanese yen 

D. Swiss franc 

Correct Answer: A 

The U.S. dollar is the most widely used currency in international markets today. It is considered much more stable than
any of the third-world currencies. Thus, many third- world countries rely on the U.S. dollar for foreign trade. 

 

QUESTION 7

An automobile compare Thai uses me futures market to set the price Of steel to Protect a profit against price increases
is an example of 

A. A short hedge. 

B. A long hedge. 

C. Selling futures to protect the company from loss. 

D. Selling futures to protect against price declines. 

Correct Answer: B 

A change in prices can be minimize or avoided by hedging. Hedging is the process of using offsetting commitments to
cupric or avoid the impact of adverse price movements. The automobile company desires to stabilize the price of steel
SG that its cost to the- company will not nose and cut into profits, According the automobile company uses the futures
market to create a long hedge, which is a futures contract that is purchased to protect against pence increases. 

 

QUESTION 8

Which of the following is a favorable condition for a firm competing in profitable, expanding industry? 
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A. The firm does not have a strong customer base. 

B. A few suppliers who can restrict supply. 

C. Competitors find it difficult to acquire the firm\\'s customers. 

D. The firm has high costs relative to other firms in the industry. 

Correct Answer: C 

A firm that has successfully differentiated its products through developing a desirable image, better services, cost
leadership, the features of the product, or other means is in a favorable competitive position Competitors find it difficult
to acquire the firm\\'s customers, for example, by price cutting. The reason is that the firm\\'s products are perceived to
have few substitutes, and brand loyalty is high. Futhermore, barriers to entry are favorable to the firm. These barriers
deter competitors from entering the market. Existing firm can increase market share and emphasize cutting costs and
increasing value? 

 

QUESTION 9

A company has recently introduced total quality management (TQM). The company\\'s top management wants to
determine a new and innovative approach to foster total participation throughout the company. Management should 

A. Seek isolation from all distractions in order to think the problem through. 

B. Bring the employees together for a brainstorming session. 

C. Rely on them selves to develop a new approach. 

D. Use a disciplined problem-solving approach. 

Correct Answer: B 

Group decisions tend to be more creative than individual decisions. One creative approach is brainstorming, which
breaks down broadly based problems into their essentials. It is an unstructured approach that relies on the spontaneous
contribution of ideas from all members of a group. 

 

QUESTION 10

II a US, manufacturers price in the U.S. market is below an appropriate measure of costs, and the seller has a
reasonable prospect of recovering the resulting loss in the future through higher prices or a greater market share, the
seller has engaged in 

A. Collusive pricing. 

B. Dumping. 

C. Predatory pricing 

D. Price discrimination 

Correct Answer: C 

Predatory pricing is intentionally pricing below cost to emanate competition and reduce supply. Federal statutes and
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many state laws prohibit the practice. The U.S. Supreme Court has held that pricing is predatory when two conditions
are met (1) the seller\\'s price is below an appropriate measure of its costs, and (2) it has a reasonable prospect of
recovering the resulting loss through higher prices or greater market share. 

 

QUESTION 11

A depreciation tax shield is? 

A. An after-tax cash outflow 

B. A reduction in income taxes. 

C. The cash provided by recording depreciation. 

D. The expense caused by depreciation. 

Correct Answer: B 

A tax shield is something that will protect income against taxation. Thus, a depreciation tax shield is a reduction in
income taxes due to a company\\'s being allowed to deduct depreciation against otherwise taxable income. 

 

QUESTION 12

"Committed costs" are 

A. Costs which management decides to incur in the current period to enable the company to achieve objectives other
than the filling of orders placed by customers. 

B. Costs which are likely to respond to the amount of attention devoted to them by a specified manager. 

C. Costs which are governed mainly by past decisions that established the present levels of operating and
organizational capacity and which only change slowly in response to small changes in capacity. 

D. Amortization of costs which were capitalized in previous periods. 

Correct Answer: C 

Committed costs are those which are required as a result of past decisions. 

 

QUESTION 13

Delphi Company has developed a new project hat will be marketed for the first time during the next fiscal year. Although
the Marketing Department estimates that 35,000 units could be sold at $36 per unit, Delphi\\'s management has
allocated only enough manufacturing capacily to produce a maximum of 25,000 units of the new product annually. The
fixed costs associated with the new product are budgeted at $450,000 for the year, which includes $60,000 for
depreciation on new manufacturing equipment. Data associated with each unit of product are presented as follows.
Delphi is subject to a40% income tax rate. 
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The maximum after-tax profit that can be earned by Delphi Company from sales of the new product during the next
fiscal year is 

A. $30,000 

B. $50,000 

C. $110,000 

D. $66,000 

Correct Answer: A 

 

 

QUESTION 14

The benefits of a just-in-time system for raw materials usually include 

A. Elimination of nonvalue-adding operations 

B. Increase in the number of suppliers,thereby ensuring competitive bidding. 

C. Maximization of the standard delivery quality,thereby lessening the paperwork for each delivery. 

D. Decrease in the number of deliveries required to maintain production. 

Correct Answer: A 

Nonvalue0adding activities are thise that do not add to customer value or satisfy an organization need.inventory
activities are inherently nonvalue-adding.thus,a system,such as JIT,that promotes lean production and reduces
inventory and its attendant procedures(storage,handling,etc.)also redces nonvalue-adding activities. 

 

QUESTION 15
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The cost described in situation II is a 

A. Prime cost. 

B. Discretionary cost. 

C. Relevant cost. 

D. Imputed cost. 

Correct Answer: B 

A discretionary cost is characterized by uncertainly about the relationship of input (the cost) to output. It also tends to be
the subject of a periodic decision regarding the outlay to be made. Research, advertising, and public relations are
common examples. Thus, the annual cost of plant service is discretionary because of the difficultly of valuing the
output. 
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