Bus 100 Fall 08 Midterm
Professor Isler

October 22, 2008
Select the BEST answer for each question.

1. Any organization that produces a good or service can be classified as a business. 
True    False

 2. Businesses seek to earn a profit by providing goods and services to others. 
True    False

 
3. Profit is the amount of money a business earns above and beyond what it spends for salaries and other expenses. 
True    False

4. An entrepreneur is a person who risks time and money to start and manage a business. 
True    False

5. If a business's costs and expenses are greater than its revenue, it will suffer a loss. 
True    False

6. The United States has one of the highest standards of living in the world. 
True    False

7. "Stakeholders" refers only to the owners of a business. 
True    False

8. Outsourcing means selling goods and services to people in other countries. 
True    False

9.  Robin has started her own Internet consulting firm. While she recognizes the risks involved in operating a business, she is still willing to invest her time, effort, and money in hopes of earning a profit. Robin is an example of an entrepreneur.  
True    False

 

10.  Susan quit her job in a big city to take a less stressful position in a small town located in a scenic area. She earns less money at her new job and has had to cut back on her purchases of material goods, but she has more leisure time and really enjoys the clean air and scenic beauty of her new home. Susan has accepted a lower standard of living in order to enjoy a higher quality of life.  
True    False

11.  The name of Professor Isler's company is called  
A.  Sexy Inc 
B.  Conduit Inc 
C.  TaxCenters, Inc 
D.  East Harlem, Inc 

12.  Professor Isler attended high school with this famous person's sons  
A.  Aretha Franklin 
B.  James Brown 
C.  Jackie Wilson 
D.  Willie Mays 

13.  Which of the following sentences did Professor Isler say in class?  
A.  Don't make be break my foot off in......... 
B.  I don't like things that mess with my sexy 
C.  All high school kids suck! 
D.  I love the Boston Red Sox 

14.  The greatest baseball team in the world is  
A.  The Tampa Rays 
B.  The Boston Red Sox 
C.  The New York Yankees 
D.  The San Francisco Giants 

15. Any activity which seeks to earn a profit by providing a good or service is known as a(n): 
A. industry
B. corporation
C. business
D. service

16. According to our text, which of these individuals is the richest person in the world? 
A. Sam Walton
B. Sultan of Brunei
C. Bill Gates
D. Oprah Winfrey

17. Often in business the greater the risk, the: 
A. greater the potential reward.
B. lower the expected revenues.
C. lower the value provided to society.
D. greater the number of stakeholders.

 

18. Which of the following is the largest private employer? 
A. U.S. federal government
B. Wal-Mart
C. General Motors
D. Microsoft

19. The amount of goods and services people can buy with the money they have is called their: 
A. nominal income.
B. consumer price index.
C. profit margin.
D. standard of living.

20. The most important difference between businesses and nonprofit organizations is that: 
A. businesses do not benefit society.
B. nonprofit organizations do not strive for financial gains.
C. nonprofit organizations focus on social and educational goals.
D. nonprofit organizations do not benefit society.

21. Public schools, charities and government agencies are not classified as businesses because they: 
A. have not been incorporated.
B. do not seek to earn a profit.
C. provide services rather than goods.
D. do not have any stockholders.

22. Business and nonprofit organizations are similar in that they both: 
A. contribute to the welfare of society.
B. seek to earn a profit.
C. have a limited life.
D. must be controlled by a board of directors.

23. In the past twenty years, the number of U.S. women business owners: 
A. remained relatively constant.
B. slowly increased.
C. increased dramatically.
D. decreased slightly.

24. The resources that contribute to the creation of wealth are known as: 
A. production coefficients.
B. factors of production.
C. production technologies.
D. production aggregates.

25. The two factors of production that seem to contribute the most to making countries rich are: 
A. land and labor.
B. land and capital.
C. entrepreneurship and labor.
D. entrepreneurship and knowledge.

 

26. In countries where businesses are government owned: 
A. there is less incentive to work hard.
B. the right amount of each good is produced.
C. profits tend to be higher.
D. the quality of goods is high but profits are low.

27. Government can do a lot to lessen the risk of starting businesses including: 
A. increasing business regulations.
B. providing government ownership of businesses.
C. allowing businesspeople to conduct business without the use of contracts.
D. establishing a currency that's tradable in world markets.

28. Business scandals, such as Enron: 
A. encourage investors to increase their stock market holdings.
B. damage the capitalist system.
C. help retired employees at the expense of current employees.
D. typically result from too much government regulation.

29. The Internet and the emergence of an information based economy are important parts of the ___________ environment in which businesses operate. 
A. economic and legal
B. technological
C. competitive
D. global

30. Efficiency means: 
A. producing the desired result.
B. producing goods and services using the least amount of resources.
C. the amount of output you generate given the amount of input.
D. the buying and selling of goods using the most amount of resources.

31. The series of lines on a product packaging that the cashier scans when you check out at a grocery store or discount store is called a: 
A. bar code.
B. zip code.
C. scan code.
D. laser code.

32. __________ is the obtaining of private information about a person, such as a credit card number, and using that information to buy things with it. 
A. Petty theft.
B. Identity theft.
C. Banking theft.
D. Online theft.

 

33. A major part of America's business success is due to an economic and social climate that allows businesses to operate freely. 
True    False

34. Macroeconomics is the economic perspective that looks at the operation of a nation's economy as a whole. 
True    False

35. Thomas Malthus called economics the "dismal science." 
True    False

36. Adam Smith is considered by some to be the father of modern economics. 
True    False

37. The foundation of the U.S. economic system is: 
A. capitalism.
B. based on the ideas of Thomas Malthus.
C. described in detail in the U.S. Constitution.
D. based on the saying, "from each according to ability, to each according to need."

38. According to the invisible hand concept, the best way for the government to encourage the creation of jobs and the production of the products most wanted by consumers would be to: 
A. take over the operation of all firms in major industries, such as telecommunications, transportation, and energy, and operate these firms as nonprofit organizations.
B. allow private ownership of businesses, but make use of extensive regulation to force businesses to behave in a socially desirable way.
C. allow entrepreneurs a great deal of personal freedom to follow their own self-interest.
D. impose high taxes on individuals, and use the revenue to subsidize businesses to encourage them to produce the maximum rate of output.

39. Economics was known as the "Dismal Science" because: 
A. in the late 1700s and early 1800s it was believed there would soon be too many people and not enough food and other resources.
B. it was a very complex area of study based on mathematics.
C. the world population was actually growing slower than expected in the 1700s.
D. there were too many old people and not enough young people to care for them.

40. _________ is considered by some to be the father of modern economics. 
A. John Maynard Keynes
B. Adam Smith
C. Thomas Carlyle
D. Thomas Malthus

41. ____________ looks at the behavior of individual people and organizations in specific markets. 
A. Macroeconomics
B. Finite economics
C. Microeconomics
D. Nanoeconomics

 

42. Bigbux is a major producer of whatsits, but it faces competition in the whatsit market from three other major producers. Together, Bigbux and its three large rivals control almost the entire supply of whatsits. The type of market Bigbux is in is called: 
A. oligopoly.
B. duopoly.
C. monopolistic competition.
D. quasi-monopoly.

43. The market price of apples is currently rising. In a free-market economy, the most likely explanation of this price change is that: 
A. the government has decided to set a higher price so that the firms in the market make an adequate profit.
B. there is a shortage in the market for apples.
C. the supply of money has decreased.
D. the equilibrium price is lower than the market price.

44. In its advertisements, PaPa John's Pizza tells potential customers that its pizzas are made with fresher and better ingredients than competitors' pizzas. The goal of this strategy is to achieve: 
A. product differentiation.
B. an equilibrium price.
C. a monopsony.
D. a perfectly competitive market.

45. Under socialism: 
A. the basic goal is to make sure that those that create wealth are allowed to keep that wealth.
B. a major goal of the government is to reduce the inequality in the distribution of wealth.
C. a major goal of the government is to create incentives to encourage entrepreneurs to create jobs and economic growth.
D. the most important goal of the government is to keep tax rates extremely low.

46. Communism is an economic system in which: 
A. the government and private citizens own equal shares of the economic resources.
B. all or most of the productive resources are owned by private businesses.
C. the government makes almost all of the major economic decisions.
D. individual consumers make all economic decisions.

47. The three major forms of business ownership in the U.S. are sole proprietorships, partnerships, and corporations. 
True    False

48. When two or more people legally agree to become co-owners of a business, the organization is called a partnership. 
True    False

49. A major advantage of sole proprietorships is that an owner has limited liability for the debts of his or her business. 
True    False

 

50. One of the major disadvantages of a sole proprietorship is the: 
A. possibility of disagreements between owners.
B. unlimited liability the owner has for the debts of the firm.
C. fact that any income earned by this type of business is taxed twice.
D. high cost of starting or ending the company.

51. In a partnership, a(n) __________ partner is an owner who is active in managing the company and has unlimited liability for claims against the firm. 
A. unlimited
B. limited
C. general
D. associate

52. An owner of a corporation is known as a(n): 
A. general partner.
B. limited partner.
C. director.
D. stockholder.

53. Which of the following is normally considered a major disadvantage of the corporate form of business? 
A. unlimited liability of owners
B. difficult transfer of ownership
C. limited life
D. double taxation of earnings

54. A major advantage of S corporations is that they: 
A. can have more stockholders than a C corporation.
B. can operate in foreign nations as if they were domestic corporations.
C. require less paperwork to set up than a C corporation does.
D. avoid the problem of double taxation associated with conventional corporations.

55. To qualify as an S corporation, a company must: 
A. have no more than 50 shareholders.
B. have shareholders even though they may not be permanent residents of the U.S.
C. have only one class of outstanding stock.
D. have not more than 10 percent of income derived from passive sources.

56.  According to Professor Isler you should buy things:  
A.  On credit whenever possible 
B.  like cars to impress clients 
C.  that make you money 
D.  only that you absolutely need 

 

57.  Every other Thursday Professor Isler flies to  
A.  New Hampshire 
B.  Los Angeles 
C.  New York 
D.  Fresno 

58. Well-managed businesses will grow and prosper regardless of the business environment in which they operate. 
True    False

59. Taxes and government regulations are part of the economic and legal environment in which businesses operate. 
True    False

60. In an effort to increase wealth and their country's standard of living, many governments are taking over major industries and operating them as nonprofit organizations. 
True    False
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