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$$0

Selling merchandise door-to-door or through vending machines are examples of

__________ retailing.

A. local

B. discount

C. variety

D. nonstore

/D

Nonstore.  Businesses involved in nonstore retailing buy consumer goods or

services and sell them to the ultimate consumer by means other than through a

store.  Therefore, selling merchandise door-to-door or through vending machines

are examples of nonstore retailing.  Vending machines, such as soft drink and

candy machines, provide the goods that consumers want in convenient locations

other than in traditional stores.  Door-to-door selling involves a salesperson

bringing goods to the consumer's home rather than the consumer visiting a

store.  Although selling merchandise door-to-door or through vending machines

often occurs on the local level, it is not referred to as local retailing.

Selling merchandise door-to-door or through vending machines are not examples

of discount retailing or variety retailing.

$$1

Why are many large retailers expanding by opening outlets in foreign countries?

A. Production costs are lower.

B. Transportation is efficient.

C. Employee base is large.

D. Domestic market is saturated.

/D

Domestic market is saturated.  Many retailers have saturated the market in

their home countries; therefore, the only way for them to expand is to enter

foreign markets.  The growth of international trade makes this possible because

many trade barriers no longer exist due to agreements between countries to

promote international trade.  Consequently, many retailers are taking advantage

of this opportunity to expand into countries that are entering the global

economy and whose citizens are beginning to have disposable income.  Lower

production costs are reasons that some retailers buy goods from foreign

countries.  Transportation in many foreign countries is not efficient because

of lack of development.  The employee base may be large, but that is not a

reason for opening outlets in foreign countries.  Retailers open outlets to

expand and sell more goods.

$$2

Which of the following is an example of a hardware store using the blank-check

buying method:

A. Sending out specifications with requests for quotes

B. Ordering goods without specifying the styles or colors

C. Having vendors deliver a certain quantity once a week

D. Allowing vendors to deliver goods without quoting prices

/D

Allowing vendors to deliver goods without quoting prices.  The blank-check

buying method involves giving certain vendors the authority to deliver products

without first quoting a price.  This method is usually effective only if the

hardware store has a close relationship with certain vendors and trusts them to

provide the correct goods at the right price.  Then, the store can rely on the

vendors to deliver goods when needed.  However, stores usually set a price

limit on such items and require the vendor to submit prices for items over that

amount.  Sending out specifications with requests for quotes is an example of

the competitive-bid method.  Ordering goods without specifying the styles or

colors is an example of a blanket order.  Having vendors deliver a certain

quantity once a week is an example of a standing order.

$$3

Calculate a gift shop's total cash available if it has a beginning cash balance

of $2,300, total cash receipts of $4,900, and cash payments of $3,500.

A. $3,700

B. $5,800

C. $7,200

D. $10,700

/C

$7,200.  A gift shop determines the amount of cash it will have available to

spend each month by adding its total cash receipts to its beginning cash

balance ($4,900 + $2,300 = $7,200).  Cash payments are the money that a shop

spends.  When preparing a cash flow statement, a shop first calculates total

cash available before subtracting cash payments to determine the ending cash

balance.

$$4

One of the characteristics of an effective budget is that it is

A. flexible.

B. competitive.

C. formal.

D. complex.

/A

Flexible.  A budget is an estimate of what income and expenses will be for a

specific period of time.  Because it is an estimate, it must be flexible rather

than written in stone.  Many factors can affect a budget, which make it

necessary for retailers to be able to adapt and adjust their budget figures.

For example, changes in economic trends, shifts in population, or the season of

the year may affect budget expectations.  These circumstances require a

retailer's budget to be flexible.  Budgets are not competitive; however,

competition is a factor that might affect a retailer's budget.  Budgets may be

complex or simple, and formal or informal depending on the size and type of

business.  However, these factors do not impact the effectiveness of a budget.

$$5

Which of the following is a factor that continues to have a significant impact

on trends in retailing:

A. Competitive prices

B. Demographic changes

C. Category killers

D. Supersized stores

/B

Demographic changes.  Demographics are the physical and social characteristics

of the population and include age and income.  Changes in demographics is a

factor that has a significant impact on trends in retailing.  For example, as

the population ages, retailers focus more attention on providing appropriate

goods and services.  Retailers also consider incomes and cater to segments of

the population that have disposable income.  Competitive prices, category

killers, and supersized stores are trends that result from retailers responding

to demographic changes.

$$6

Which of the following demonstrates the correct method to ensure that all words

in a phrase are included in a web search:

A. 'To be or not to be'

B. [There is no tree that the wind has not shaken]

C. "Confidence in itself is the secret of success"

D. (Discipline is the most important part of success)

/C

"Confidence in itself is the secret of success."  Many search engines eliminate

common words (e.g., the, of, a) as the search is conducted because the words

slow down the search process.  In addition, the inclusion of common words

generally does not improve search result accuracy.  When it is necessary to

include all words in a search, enclose the phrase in double quotation marks.

Search engines do not generally recognize single quotation marks, brackets, or

parenthesis as designations to include all words in a web search.

$$7

Which of the following is an additional service that many retailers are able to

offer customers as a result of technological advances:

A. Gift wrapping

B. Personal selling

C. Check cashing

D. Online shopping

/D

Online shopping.  Online shopping is an example of additional services that

many retailers are able to offer customers because of advances in computer

technology.  Technology has made is possible for retailers to create web pages

and offer customers the option of shopping online at their convenience.  This

is an added service to customers because they do not need to leave their homes

or offices and visit a physical store to buy items.  Retailers do not rely on

technological advances to provide gift wrapping, personal selling, or check

cashing.

$$8

Identify a speculative risk that might result in financial loss for a pet store

and cause it to fail.

A. Facing a lawsuit

B. Rebuilding after a fire

C. Adding a new location

D. Paying a high premium

/C

Adding a new location.  One aspect of speculative risks is that they may result

in such a significant loss that the pet store fails.  Adding a new location is

a speculative risk that might cause a store to fail if the new location does

not generate enough profit.  If the store continues to invest in an

unprofitable location, it may eventually close because it cannot support two

locations.  Most stores buy insurance to protect themselves from pure risks

such as lawsuits and fire.  Paying an insurance premium is not a speculative

risk.

$$9

What type of check might a retailer refuse to accept to reduce the possibility

of loss from bad checks?

A. A traveler's check in the amount of $50

B. A personal check listing yesterday's date

C. A money order made out to the retailer

D. A check containing a special endorsement

/D

A check containing a special endorsement.  Retailers often refuse to accept

checks that contain special endorsements because they are not made out to the

retailer.  This type of check is made out to an individual who then endorses

the check over to the retailer.  The retailer has no way to verify that the

check is legitimate because the person who issued the check is not present.

Therefore, the retailer can obtain information only from the person who is the

original payee.  Retailers usually accept a personal check listing yesterday's

date, a traveler's check in the amount of $50, and a money order made out to

the retailer.

$$10

In which of the following situations is it important for retail employees to

remain calm and do what they are told to protect themselves and customers:

A. An armed robbery is occurring.

B. A shoplifter is leaving the store.

C. A theft took place over night.

D. An automatic alarm is ringing.

/A

An armed robbery is occurring.  Most retailers have procedures in place for

employees to follow in the event that an armed robbery occurs.  To protect

themselves and customers, employees usually are expected to remain calm and do

what the robbers ask.  They should allow the robbers to take the money or other

merchandise so they will leave the store.  The sooner the robbers leave, the

less chance there is that someone will be harmed.  In most cases, robbers only

want the money and will not harm anyone if employees cooperate and do not try

to stop them.  Employees usually are expected to stop suspected shoplifters.

If a theft took place over night, the thief is gone and there is no danger to

employees or customers.  An automatic alarm informs the agency or police

department that there is a possible robbery in progress.

$$11

If the sales tax rate is 6.75% and a customer buys $238.50 worth of

merchandise, what is the amount of tax that the retailer must record and report?

A. $16.10

B. $16.22

C. $16.38

D. $16.75

/A

$16.10.  The sales tax varies from area to area; however, retailers are

required to charge sales tax and record, report, and pay the tax on the

merchandise they sell.  In this example, the sales tax rate is 6.75%.  To

calculate the amount of tax the retailer must record and report, multiply that

percentage by the amount of the purchase ($238.50 x 6.75% or .0675 = $16.098

rounded up to $16.10).

$$12

When conducting staff meetings, what should department store managers do to

make the meeting productive?

A. Limit discussion

B. Promote aggression

C. Encourage feedback

D. Discourage criticism

/C

Encourage feedback.  The purpose of conducting staff meetings is to share

information, solve problems, and make decisions.  In order to do this

effectively, department store managers should encourage participants to provide

both positive and negative feedback.  Sharing a wide variety of ideas and being

open about problems and criticisms will make it easier for the group to find

solutions that will satisfy everyone.  In conjunction with encouraging

feedback, managers should encourage discussion and the sharing of criticism.

They should not promote aggressive behavior because that type of behavior often

makes it more difficult to reach an agreement or solve a problem.

$$13

Tim, a clerk at a local pet store, is responsible for individually wrapping

merchandise that arrives in bulk as well as pricing all of the merchandise

before it is put on the sales floor.  Which of the following distribution

activities is Tim demonstrating:

A. Stock handling

B. Inventory control

C. Packaging

D. Transportation

/C

Packaging.  Packaging involves enclosing products in appropriate wrappings or

containers.  Tim is packaging bulk merchandise to make it attractive to

customers as well as pricing the items.  Stock handling is the loading,

unloading, and handling of goods.  Inventory control is keeping track of the

amount of stock on hand, sold, and on order.  Transportation is the act of

moving anything from one place to another or the method by which it is moved.

$$14

Which of the following is an example of an appliance store resolving a problem

with an incoming shipment of merchandise:

A. Returning damaged goods to the vendor

B. Sending excess merchandise to a warehouse

C. Examining contents of shipping crates

D. Comparing packing slip to purchase order

/A

Returning damaged goods to the vendor.  On occasion, there are problems with

incoming shipments that appliance stores must resolve.  One type of problem

occurs when the store receives a shipment of merchandise that is damaged.  When

this happens, stores usually return the damaged goods to the vendor for a

credit or for the vendor to ship replacement goods.  Stores usually do not

accept damaged goods because they cannot be sold at full price.  Sending excess

merchandise to a warehouse, examining contents of shipping crates, and

comparing packing slips to purchase orders are other steps in the receiving

process; but they are not examples of resolving a problem with an incoming

shipment.

$$15

Arranging to repair an expensive lamp for a customer is one way that a

furniture store might

A. salvage damaged items.

B. handle seasonal merchandise.

C. process returned products.

D. generate additional profit.

/C

Process returned products.  In some situations, returned products can be

repaired which satisfies customers because they might prefer to keep the items.

Arranging for repairs is one way that furniture stores process returned items

such as expensive lamps.  Many items are sold with some type of guarantee that

they will operate correctly for a certain period of time.  If they malfunction

during that time, stores arrange for repairs.  Repairing the items is a service

to customers, but also benefits the store because it does not have returned

merchandise that it cannot resell.  If the damaged item cannot be repaired, a

store might send it to salvage.  Stores do not arrange for repairs to handle

seasonal merchandise or to generate additional profit.  Usually, the repairs

are free to the customer.

$$16

When establishing receiving schedules, retailers need to coordinate delivery

times with

A. employees.

B. customers.

C. vendors.

D. drivers.

/C

Vendors.  Retailers often buy merchandise from a variety of vendors who are

responsible for delivering the merchandise to the stores.  When establishing

receiving schedules, it is important for retailers to coordinate delivery times

with vendors to make sure that all deliveries do not take place at the same

time.  Most retailers do not have sufficient receiving space to accept a lot of

orders at one time.  Therefore, they usually stagger the schedule and arrange

for vendors to deliver at different times.  Once retailers have established

delivery schedules with vendors, they make sure that employees are on hand to

receive the orders.  Retailers arrange for deliveries at times when the stores

are not crowded with customers.  Retailers do not coordinate delivery times

with drivers.  Vendors make arrangements with drivers.

$$17

Moving a lawn mower from a hardware store on one side of town to a branch store

on the other side of town, so a customer can pick up the lawn mower at a

convenient location, is an example of

A. arranging delivery.

B. shipping merchandise.

C. transferring stock.

D. organizing inventory.

/C

Transferring stock.  On occasion, customers buy items that are not in stock at

one location.  To make it convenient for the customer to pick up the item, a

hardware store would transfer stock, which is a lawn mower in this example.

Moving the lawn mower from a hardware store on one side of town to a branch

store on the other side of town is a service to the customer who is then able

to pick up the mower at a location near his/her home.  The store is not

arranging delivery because the lawn mower is not being delivered to the

customer's home.  Shipping merchandise usually involves sending it from one

city to another rather than across town.  Moving a lawn mower from one store to

another is not an example of organizing inventory.

$$18

What does a retailer usually consider when planning storage space for

merchandise?

A. Type of products

B. Number of displays

C. Value of goods

D. Size of transactions

/A

Type of products.  The type of products has an impact on the storage space

because some products are large and require a great deal of space.  Also, some

products are easily damaged and require special storage units that take up a

lot of space.  For example, retailers that sell large pieces of furniture or

appliances need a great deal more storage space than retailers that sell small

gift items.  When planning storage space, retailers need to consider these

factors to arrange for the amount of space that will accommodate the products.

The number of displays and the size of transactions are not considerations when

planning storage space.  The value of goods is a factor that might affect the

security of the storage area rather than the space.

$$19

To reduce the amount of time that inventory spends in central storage

facilities, retailers often use a warehousing method referred to as

A. cross docking.

B. concentrated circulation.

C. indirect routing.

D. exclusive disbursement.

/A

Cross docking.  Cross docking is a distribution method that often reduces or

eliminates the need to store goods for long periods of time in central

warehousing facilities.  Cross docking is a favorable distribution method for

highly perishable goods.  Cross docking involves the movement of items so that

the products are received, sorted, and shipped immediately to the individual

stores.  Concentrated circulation, indirect routing, and exclusive disbursement

are not commonly used terms to describe distribution and warehousing concepts.

$$20

Providing online distribution of products is one way that some retailers are

able to use the distribution function to

A. eliminate warehousing.

B. improve customer service.

C. speed up the billing process.

D. reduce the cost of advertising.

/B

Improve customer service.  Being able to quickly deliver products to customers

often results in improved customer service.  Some retailers are able to do this

by providing online distribution, depending on the nature of the products.  For

example, some retailers sell software online that customers can download

immediately.  The advantage of online distribution is that customers can obtain

products at their convenience, which often improves service.  Online

distribution does not necessarily eliminate warehousing because the retailer

may sell other products that cannot be delivered in that manner.  Online

distribution does not speed up the billing process or reduce the cost of

advertising.

$$21

An office-furniture company putting together a shipment of two desks, four

chairs, three file cabinets, and one bookcase for delivery to a customer is an

example of

A. fulfilling an order.

B. processing merchandise.

C. transferring stock.

D. operating a warehouse.

/A

Fulfilling an order.  The process of fulfilling an order often involves

locating the various items that a customer has ordered.  These items might be

in a furniture company's warehouse or on the sales floor.  However, to fulfill

an order, the company must find the items and move them to a central location.

Once the items are located, they are prepared for shipment, which might involve

wrapping them in protective packaging.  Depending on the destination, the

furniture company might use its own trucks to make the delivery or contract

with a carrier.  The customer processes the merchandise once the order is

received from the furniture company.  Transferring stock involves moving it

from one branch to another rather than shipping it to a customer.  Putting

together a shipment is not an example of operating a warehouse, although the

furniture company may operate a warehouse.

$$22

Which of the following is a factor that might influence a large chain of

discount stores to establish its own shipping company:

A. Low maintenance

B. Small investment

C. Limited routing

D. Flexible scheduling

/D

Flexible scheduling.  Shipping is a major consideration for most retailers

because it is important for merchandise to arrive when needed.  As a result,

many large chains of discount stores have established their own shipping

companies to gain control over the shipping process.  By controlling the

shipping function, chains have the flexibility to schedule and route deliveries

to the various locations whenever necessary.  The chains are not dependent on

other companies to handle their merchandise.  However, operating a shipping

company involves a significant investment.  A shipping company requires a lot

of maintenance because of the equipment involved.  The benefit to the chain is

that it is in control of the shipping process and has flexibility in the

scheduling and routing of merchandise.

$$23

What type of merchandise are retailers trying to maintain at a sufficient

inventory level by developing a never-out list?

A. Basic stock

B. Best selling

C. Seasonal

D. Perishable

/B

Best selling.  A never-out list is a list of a retailer's best-sellers or its

key items of merchandise.  Retailers often develop a never-out list to make

sure that they always maintain a sufficient inventory level of these items.

Another advantage of developing a never-out list is that retailers can add new

items that become best-sellers, or delete items once they begin to lose their

popularity.  This helps them to maintain the correct level of the items that

account for most of the sales.  Basic stock is merchandise that should always

be in stock.  Best-selling merchandise may be seasonal or perishable, in which

case it will be included in the never-out list when appropriate.

$$24

By conducting regular inventory counts, retailers are able to identify

merchandise that should be

A. reduced for quick sale.

B. used in a special display.

C. returned to the vendor.

D. sent to a storage area.

/A

Reduced for quick sale.  A physical inventory is an actual count of the items

in stock.  Retailers count inventory not only to determine how much stock is on

hand, but to identify merchandise that might be old or damaged and need to be

reduced for quick sale.  By identifying this type of merchandise, retailers

often are able to sell it before it becomes too old or damaged and must be

disposed of.  Selling the merchandise at a reduced price helps to cover the

cost so it is not a complete loss for the retailer.  Retailers do not conduct

inventory counts to identify merchandise that should be used in a special

display, returned to the vendor, or sent to a storage area.

$$25

A retailer that decides to monitor the value of inventory to keep track of the

cost of goods sold is developing a(n) __________ inventory control system.

A. unit

B. profit

C. dollar

D. expense

/C

Dollar.  The dollar inventory control system is a method of keeping track of

inventory according to the value of the stock.  This system monitors

information about the cost of purchases, the amount of sales, and the value of

shortages to keep track of the cost of goods sold.  Retailers use this

information to calculate profit and loss.  A unit inventory control system is a

method of keeping track of inventory according to the number of physical units

of stock rather than the value of the stock.  Profit and expense are not types

of inventory control systems.

$$26

One of the advantages to a business of using independent representatives to

sell its products to appliance stores is that the representatives are

A. not on the business's payroll.

B. more qualified than other salespeople.

C. not limited by selling regulations.

D. allowed to call on many stores.

/A

Not on the business's payroll.  Independent representatives are channel members

who sell the products of several businesses or manufacturers.  They often

represent several businesses that sell related, but noncompeting, products.

The advantage to the business of using independent representatives to sell

products is that the representatives are paid on a commission basis.  When they

sell products, they are paid a certain percentage of the sale price as a

commission.  The representatives are not on the business's payroll, which saves

the business money because it pays a commission only on actual sales and does

not have the added expense of benefits or salaries.  Independent

representatives are not necessarily more qualified than other salespeople.

They are required to follow any selling regulations that apply.  All

salespeople, including independent representatives, are allowed to call on any

store that might be a potential customer.

$$27

Damaged merchandise that retailers send to salvage is often

A. refurbished.

B. marked down.

C. destroyed.

D. warehoused.

/C

Destroyed.  Some merchandise becomes so extensively damaged that it cannot be

sold.  When this happens, retailers often send the damaged merchandise to

salvage which means that the merchandise is no longer listed on the books and

becomes a loss for the retailer.  Salvaged merchandise is often destroyed

because it is in such bad condition that it is not usable.  Also, retailers may

destroy salvaged merchandise because they do not want that type of merchandise

that carries their name to accidentally get into the marketplace.  Damaged

merchandise that retailers send to salvage is not refurbished, marked down, or

warehoused.  These are methods of handling damaged goods that are not sent to

salvage.

$$28

What inventory valuation method do many retailers use during times of high

inflation?

A. First-in, first-out

B. Last-in, first-out

C. Last-out, first-in

D. First-in, last-out

/B

Last-in, first-out.  The last-in, first-out (LIFO) method of valuing inventory

involves valuing the inventory based on the cost of the newest merchandise in

stock.  Retailers often use this method during times of high inflation because

inflation makes the cost of the newest merchandise higher than the cost of the

older merchandise.  By basing the value of the stock on the cost of the newest

merchandise, a retailer is able to claim a lower profit because the retailer

usually cannot mark up the items to completely compensate for the increase in

cost due to inflation.  As a result, the retailer has less profit and pays less

in taxes.  The first-in, first-out (FIFO) method values the inventory based on

the cost of the oldest merchandise in stock.  Last-out, first-in and first-in,

last-out are not inventory valuation methods.

$$29

A gift shop buys from six regular vendors, has annual sales of $628,500, and a

stock turnover rate of 12.  What is the shop's average inventory in dollars?

A. $34,916

B. $52,375

C. $104,750

D. $157,125

/B

$52,375.  A gift shop can use the stock turnover rate to determine its average

inventory value in dollars.  The stock turnover rate is the number of times

stock is sold in a given period of time, such as a year.  To calculate average

inventory, divide the amount of annual sales by the stock turnover rate

($628,500 ÷ 12 = $52,375).  The gift shop has an average of $52,375 in

inventory at all time.  The number of vendors does not affect the average

inventory.

$$30

Which of the following is a category of worker that is not included in the

unemployment rate, although this category indicates that there is a problem in

the economy:

A. Professional

B. Underemployed

C. Terminated

D. Semiskilled

/B

Underemployed.  The underemployed include workers who are working part-time

when they want to work full-time, or who are overqualified for the job they

currently have but cannot find a job that matches their skills.  The

underemployed are not included in the unemployment rate because they are

working.  However, this category is an indication that there is a problem in

the economy because there are not enough jobs for qualified workers.  For

example, a college graduate with a degree in marketing who is working part-time

as a clerk in a retail store because s/he could not find an appropriate job is

underemployed.  The unemployment rate only includes those people who are out of

work and actively seeking employment.  The unemployment rate includes workers

who have been terminated.  These workers might be professionals or semiskilled.

$$31

One effect that an unstable political situation has on a developing country's

economic development is that the government

A. imports too many products.

B. does not understand the world economy.

C. is unwilling to expand the money supply.

D. does not support a good education system.

/D

Does not support a good education system.  One of the most serious effects of

an unstable political situation is that resources are not directed to the

development of a sound education system, one that is open to all citizens and

will produce teachers, scientists, and leaders.  When a developing country's

political situation is unstable over a long period of time, its human capital

remains undeveloped, as do its natural resources, both of which hinder economic

development.  An expanded money supply does no good if there are few products

or food to buy.  An unstable political situation would typically not result in

importing too many products; in fact, an unstable government might restrict

imports.  An unstable government may indeed understand the world economy but be

focused inward on its own problems-not on working with other countries on trade

agreements or aid packages that could help the country's economic development.

$$32

Why might a retailer offer a credit customer a revised payment plan or an

extension agreement?

A. To encourage more spending

B. To charge higher interest

C. To increase profits

D. To collect accounts

/D

To collect accounts.  On occasion, credit customers are unable to pay their

accounts for legitimate reasons, such as temporary financial problems.  When

this happens, retailers might be willing to develop a revised payment plan or

offer an extension agreement.  These plans might reduce the amount of the

monthly payment, or extend the time that the customer has to pay the account in

full.  The benefit to the retailer is that it will ultimately collect the

entire amount without losing a customer.  Retailers do not offer such plans to

encourage more spending, because the customer is having trouble making payments

on what is currently owed.  Revised payment plans and extension agreements

usually do not involve higher interest rates, nor do they increase profits for

a retailer.

$$33

One way that many music stores use the technology of electronic funds transfer

is to

A. regularly update inventory records.

B. forward purchase orders to vendors.

C. automatically pay monthly utility bills.

D. monitor commissions paid to salespeople.

/C

Automatically pay monthly utility bills.  The technology of electronic funds

transfer (EFT) makes it possible for music stores to move money from one

account to another by computer.  Many stores use EFT to pay expenses, such as

monthly utility bills.  The store instructs the bank to subtract a certain

amount from its account and deposit that amount into the utility's account.

This method is fast, efficient, and cost effective because it eliminates the

need to print a check and buy postage to send the payment through the mail.

Stores do not use the technology of electronic funds transfer to regularly

update inventory records, forward purchase orders to vendors, or monitor

commissions paid to salespeople.

$$34

Which of the following was one of the problems that brought about the need for

laws regulating the granting of credit:

A. Confidentiality

B. Procrastination

C. Obsolescence

D. Discrimination

/D

Discrimination.  Discrimination is the unfair treatment of a person or a group

based on the person's or the group's characteristics such as race, religion,

gender, etc.  As a result of this type of problem, laws were passed to regulate

the granting of credit and prevent discrimination.  However, the laws do not

guarantee that all people will be granted credit-but that the same standards

must be applied equally to all applicants.  Confidentiality involves not

disclosing information about another party.  Procrastination is putting off

until tomorrow what could have been done today.  Obsolescence is the state of

being outmoded or unfashionable.

$$35

An antique store borrowing start-up money from a commercial bank is an example

of

A. debt financing.

B. venture capital.

C. trade credit.

D. asset lending.

/A

Debt financing.  Debt financing involves borrowing money that must be repaid.

Commercial banks are a source of debt financing because they often loan money

to stores.  New antique stores may have more difficulty borrowing money from a

commercial bank than established stores have because the new stores do not have

existing customers or significant assets.  However, some banks are willing to

take a chance with new stores and provide start-up money.  Venture capital is

money provided by individuals.  Trade credit is credit extended to a store by

its suppliers.  Asset lending involves a store using its assets to obtain a

loan.
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When determining financing needs, what factor should floral shops consider that

will help decide whether they can repay the debt?

A. Liquidity

B. Depreciation

C. Equity

D. Inventory

/A

Liquidity.  Liquidity refers to a floral shop's current assets, such as income

or savings, that can be used to pay expenses.  Assets that are in the form of

cash or tangibles that can be sold easily to generate cash add to a company's

liquidity.  When determining financing needs, shops usually consider their

liquidity to decide if they have sufficient funds available to repay the debt.

For example, if a shop was barely covering expenses and had no liquid assets,

it probably would decide not to borrow money because it would be difficult to

make payments on the loan.  Depreciation is a reduction in value of goods

occurring over a period of time.  Equity is the value of the shop after all

expenses and debts have been subtracted.  Inventory is all the stock a shop has

on hand.
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Retailers often establish collection procedures that are

A. flexible.

B. expensive.

C. liberal.

D. competitive.

/A

Flexible.  Effective collection procedures are flexible because there are many

reasons why customers become delinquent in making payments.  Retailers that

have flexible procedures often are able to collect payments and also retain

customers.  For example, one customer simply may have forgotten to pay or the

payment was lost in the mail.  Another customer may be experiencing temporary

financial problems due to health issues or unemployment.  A retailer would

handle each situation differently.  The first customer might need only a

reminder letter, while the other customer needs an extension or a revised

payment plan.  However, the procedures should not be so liberal that customers

are not encouraged to pay.  Retailers try to establish cost-effective

collection procedures.  Collection procedures usually are not competitive.
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Which of the following is an example of a bookstore obtaining information about

competitors that might be helpful for future planning:

A. Analyzing the level of unemployment in the community

B. Obtaining census data to determine population trends

C. Reading local business magazine and newspaper articles

D. Finding out the ages and marital status of area residents

/C

Reading local business magazine and newspaper articles.  Bookstores often

obtain information about competitors to use for future planning.  One way to

obtain this information is to read local business magazine and newspaper

articles.  These articles often explain competitors' products, prices, sales

strategies, and promotional tactics.  Bookstores use the information to compare

what they are doing to what competitors are doing, and to make changes in the

future.  Analyzing the level of unemployment in the community is an example of

obtaining economic information.  Obtaining census data to determine population

trends is an example of obtaining geographic information.  Finding out the ages

and marital status of area residents is an example of obtaining demographic

information.
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The marketing objectives that a furniture store develops for its marketing plan

should lead to a(n)

A. decrease in costs.

B. increase in prices.

C. increase in sales.

D. decrease in taxes.

/C

Increase in sales.  Marketing objectives are the goals a furniture store seeks

to reach with its marketing plan.  The overall purpose of developing marketing

objectives is to increase sales.  If the objectives do not result in an

increase in sales, the store should develop different marketing objectives.

For example, a goal might be to increase its customer base by 10% in one year,

which will lead to an increase in sales.  A marketing plan is a set of

procedures or strategies for attracting the target customer to a store.

Therefore, the marketing objectives focus on customers and sales rather than a

decrease in costs, an increase in prices, or a decrease in taxes.
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The technology that allows for the development of computerized databases makes

it possible for marketing researchers to

A. obtain desired information immediately.

B. limit their use of biographical databases.

C. gain unrestricted access to statistical data.

D. reduce the use of off-line data collection methods.

/A

Obtain desired information immediately.  Businesses often use computers to

store large amounts of information.  Computerized databases help businesses

operate in an efficient manner.  For example, a customer placing an order over

the telephone might not know the appropriate account number.  By accessing the

internal, or company, computer database, the sales representative can key in

other data (e.g., zip code) to locate the account number.  Many times, the

information is retrieved while the sales representative is speaking with the

customer.  Businesses using manual databases may have to call customers back or

put them on hold to find necessary information to process an order, which can

be time consuming.  Computerized databases do not necessarily reduce the need

for businesses to use off-line data collection methods.  Other methods, such as

focus groups, are often the most appropriate way to collect the desired

information.  The research objectives determine how the information is

collected and what data is needed to identify or solve a problem.  Therefore,

it cannot be assumed that the use of computerized databases limits researchers'

use of biographical or statistical data.  In addition, many businesses often

control or manage data by restricting access to the information.
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When developing procedures to monitor internal marketing-information records,

home-improvement stores should develop a regular timetable to __________ the

accuracy of certain data.

A. estimate

B. administer

C. rate

D. verify

/D

Verify.  To verify information is to research or check factual data for status

changes.  For example, a home-improvement store might send a form to all

customers to verify or update information for the store's database.  The

customers might have moved which would affect their physical and e-mail

addresses and telephone numbers.  If the store does not verify information on a

regular basis, the store runs the risk of losing money.  For example, the store

might send direct mail to customers and have hundreds of pieces returned

because the addresses are incorrect.  Accuracy or correctness cannot be

estimated, administered, or rated; it must verified.
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The first step a retailer should take when collecting marketing information

from its customers is to

A. define research objectives.

B. determine the survey method.

C. obtain secondary data.

D. develop a rating scale.

/A

Define research objectives.  Before marketing data is collected, retailers must

define the problem or objective of the research.  Once researchers know why

they are collecting the information, they can determine where and how to

collect it.  Marketing research is not always obtained through surveys or

secondary data sources.  Rating scales are often developed to measure or

qualify research results.  Rating scales are generally developed after the

research objectives are determined.
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What factor is a music store considering when it analyzes the feasibility of

locating in a shopping mall based on the other types of stores in the mall?

A. Vendor traffic

B. Available space

C. Retail mix

D. Occupancy rate

/C

Retail mix.  The retail mix is the combination of various types of stores that

are located in a shopping mall.  When analyzing the feasibility of locating in

a shopping mall, a music store would consider the other types of stores because

some stores may be competitors while other stores might help to attract more

customers.  For example, if a mall already contains one or two music stores, it

might not be feasible for another store to locate there.  Perhaps a mall has

stores that sell stereos and CD players.  These stores would generate traffic

that also would be interested in the music store.  It is important for stores

to consider the retail mix because they do not want to locate in a mall if

there will be limited potential for sales.  Vendor traffic refers to suppliers

who deliver to stores.  Available space is the square footage that is open to

lease.  Occupancy rate is the percentage of space that is leased.
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When analyzing information, marketing researchers must consider which variables

are

A. formatted appropriately.

B. functioning in transitional mode.

C. linked by ordinal scales.

D. dependent on other variables.

/D

Dependent on other variables.  To interpret data correctly, researchers must

determine variable relationships and level of dependency.  A variable is an

attribute.  An attribute is something that researchers measure but do not

necessarily format.  Transitional mode is not a widely used term in relation to

marketing-information management.  An ordinal scale is a method of measurement

or ranking for survey responses.
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What is one reason why toy stores evaluate the performance of their marketing

plans?

A. To develop objectives

B. To identify problems

C. To position products

D. To segment customers

/B

To identify problems.  An important part of implementing a marketing plan

involves finding out if the plan was effective in achieving its marketing

objectives.  Therefore, a toy store evaluates the performance of its marketing

plan to identify problems and take corrective action to solve the problems.  If

the plan is not performing as expected, a store needs to determine why and then

make necessary changes.  The initial steps in developing a marketing plan

include developing objectives, positioning products, and segmenting customers.

After the plan has been in effect, an evaluation of the marketing plan takes

place to determine if it is performing satisfactorily.
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A factor that retailers consider when conducting marketing audits is marketing

A. research.

B. strategies.

C. concepts.

D. technology.

/B

Strategies.  Marketing strategies are the plans of action for achieving

marketing goals and objectives.  Examining the existing marketing strategies is

an important part of a marketing audit because a retailer needs to know if its

strategies are effectively achieving its goals.  If the retailer finds that its

strategies are unclear or not appropriate based on the state of the economy, it

can plan corrective action.  Marketing research is the systematic gathering,

recording, and analyzing of data about a specific issue, situation, or concern.

The marketing concept is a philosophy of conducting business that is based on

the belief that all business activities should be aimed toward satisfying

consumer wants and needs while achieving company goals.  Retailers do not

consider technology when conducting marketing audits.
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One reason department store management often works to improve relations between

employees and customers is because good relations often create

A. loyal customers.

B. reliable service.

C. employee teamwork.

D. positive comments.

/A

Loyal customers.  A department store's goal is to create loyal customers who

will continue to buy and refer others to the store.  An effective way to create

loyal customers is to develop good relations between employees and customers.

Employees have the most contact with customers and are in the best position to

encourage repeat business.  By treating customers well and providing good

service, employees will improve relations and create loyalty.  Offering

reliable service is one way to improve relations with customers.  Loyal

customers often make positive comments about a store.  However, stores are more

concerned with creating loyal customers than with what customers say.

Employees who work together as a team may be able to provide better service to

customers.
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In which of the following situations might a drugstore refuse to sell tobacco

products to customers:

A. The use of tobacco products is harmful.

B. Tobacco products are classified as drugs.

C. Customers do not have valid identifications.

D. Stores are not required to sell to customers.

/C

Customers do not have valid identifications.  Tobacco products are

age-restricted products, which means that customers must be of a certain age to

legally purchase tobacco products.  If customers cannot provide valid

identifications to verify they are of the legal age to buy tobacco products,

drugstores can refuse to sell the products.  Drugstores need to be aware of the

legal age in their areas and ask for valid identification from customers who

may be underage.  Drugstores do not refuse to sell tobacco products to

customers even though the use of tobacco products is harmful.  Store sell to

all customers who have the money to spend and are of the legal age to buy.

Tobacco products are not classified as drugs.
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One reason appliance stores establish standards for job performance is to

evaluate employees and

A. monitor morale.

B. provide feedback.

C. manage conflict.

D. promote goodwill.

/B

Provide feedback.  A job performance standard specifies what an employee is

expected to achieve while carrying out the duties and responsibilities of the

job.  One reason appliance stores establish standards is to evaluate

performance and provide useful feedback to employees.  The job standards

provide a basis for managers to use when explaining to employees if they are

performing as expected or if they need improvement.  If the feedback is based

on specific standards, employees will understand how their performance measures

up to those standards.  The purpose of the feedback is to help employees

perform at the expected level.  Stores do not establish job performance

standards and evaluate employees to monitor morale, manage conflict, or promote

goodwill.
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A large retail chain currently employs 1,500 people and estimates that 82 will

be eligible to retire within a year.  How many new employees will the chain

need to hire if it expects an additional 7% will leave for other reasons?

A. 105

B. 128

C. 150

D. 187

/D

187.  The estimated yearly turnover rate is an important factor that retail

chains consider when determining future hiring needs.  Chains usually monitor

possible turnover to be prepared to hire replacements.  As a rule, chains know

in advance the number of employees who will probably retire each year.  They

also factor in the number who will leave for other reasons based on the

turnover rate for previous years.  In this example, 82 employees will be

eligible to retire.  Also, 7% are expected to leave for other reasons (1,500 x

7% or .07 = 105).  Add the two figures to determine the number of new employees

that the chain may need to hire during the year (105 + 82 = 187).
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One of the benefits to discount stores of having employees participate in

decision making is that the employees are more likely to

A. be objective.

B. use their authority.

C. behave ethically.

D. accept the decision.

/D

Accept the decision.  When employees participate in making decisions, they are

more likely to accept the decision and be willing to help implement it.  This

benefits the discount store because the employees are in agreement with the

decision, and the store does not need to sell the decision to them.  Usually,

employees are eager to assist in implementing decisions that they have helped

to make because they are a part of the process.  Employees who participate in

decision making are not necessarily more likely to be objective or behave

ethically.  Managers usually have the authority to implement decisions rather

than employees.

$$52

After being in business for several months, why might a pet shop adjust its

hours of operation?

A. To hire more employees

B. To accept shipments from vendors

C. To be more cost effective

D. To conduct a physical inventory

/C

To be more cost effective.  A pet shop may find that it needs to operate for

several months to determine the most cost-effective hours to be open.  During

this time, it can keep track of sales and times of day when sales are heavy or

light.  After a few months, it might adjust its hours to coincide with the

times when most sales occur.  For example, a pet store might start out being

open from 8:00 a.m. to 10:00 p.m. six days a week.  A few months later, it

might reduce those hours to 10:00 a.m. to 9:00 p.m. Monday through Friday, and

10:00 a.m. to 7:00 p.m. on Saturday to be more cost effective.  A store might

decide to hire more employees if it plans to extend its hours of operation.

Stores do not adjust their hours of operation to accept shipments from vendors

or to conduct a physical inventory.
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A bookstore calculates its debt ratio by dividing the company's total

liabilities by the

A. total assets.

B. current liabilities.

C. net income.

D. quick assets.

/A

Total assets.  Total assets refers to everything of value that the bookstore

owns (e.g., equipment, property).  A store determines its debt ratio by

dividing the sum of the entire liability (e.g., debt, loan) by the sum of all

assets.  Current liability refers to the debt that a store must pay within a

year.  Net income refers to the money remaining after operating expenses are

subtracted from gross profit.  Quick assets refers to anything of value that a

store can sell or use to pay debt quickly (e.g., cash).
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One benefit in developing a strategy to achieve company goals is that it

A. ensures that the organization is profitable.

B. creates organizational focus and cohesiveness.

C. limits the need to review objectives on a regular basis.

D. provides business owners with a great deal of flexibility.

/B

Creates organizational focus and cohesiveness.  Strategy refers to the

procedures (means) that a company uses to meet its goals.  When a company

defines the procedures to meet its goals, they serve as guides for managers and

employees and help the staff members concentrate on the specific roles they

play to accomplish company objectives.  When everyone understands the

interrelationship between their duties, others' duties, and the business's

overall goals, they develop a sense of connectedness (cohesiveness).

Developing planning strategies to accomplish company goals does not necessarily

ensure profitability.  Strategic plans should be reviewed often to determine

their effectiveness.  The level of flexibility depends on many factors

including the company's leadership style and culture.  Therefore, it cannot be

assumed that all strategic plans allow a great deal of flexibility.
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Department store employees who are responsible for maintenance, security, and

inventory management are part of the __________ area of retailing.

A. selling

B. merchandising

C. operations

D. promotional

/C

Operations.  There are many career opportunities available in retailing.  One

important area is operations which involves a variety of positions that are

responsible for the overall operation of a store.  These positions include jobs

in store maintenance, security, and inventory management.  Operations employees

are the backbone of retailing and make it possible for a store to function

effectively and efficiently.  Employees who are responsible for maintenance,

security, and inventory management do not sell.  Merchandising careers involve

the planning and purchasing of merchandise to meet customer needs and to earn a

profit for the retailer.  Promotional careers include jobs in the advertising

and marketing department.

$$56

The primary reason that many people engage in career-oriented networking

activities is to

A. cultivate a wide circle of social and personal contacts.

B. develop an extensive list of sales prospects and contacts.

C. obtain letters of recommendation from previous employers.

D. connect with others who might help them accomplish professional goals.

/D

Connect with others who might help them accomplish professional goals.  People

engage in networking activities by communicating with customers, friends,

family, teachers, and former coworkers.  Networking often provides people with

information regarding work-related opportunities such as job openings.

Although networking is often used to develop a list of sales prospects and

contacts, many people are not involved in selling activities in their

occupation.  Career networking activities are primarily used to improve or

enhance work-related situations rather than social standing.  Obtaining letters

of recommendations is often a result of networking activities.  However, it is

not always the primary reason that people network.
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What often happens when governments institute new tariffs on imported goods?

A. Consumers pay higher prices for items.

B. Retailers experience higher profit margins.

C. End users pay lower prices for tangible goods.

D. Small-business owners are subject to dual taxation.

/A

Consumers pay higher prices for items.  When retailers must pay additional fees

for imported products, they often add some, if not all, of the fee into the

final selling price of a product.  Therefore, the consumer often pays higher

prices for the products.  Dual taxation occurs when businesses are legally

established as a corporation.  Because retailers must pay more to obtain the

product, they do not usually experience higher profit margins.  End users or

consumers tend to pay higher prices for goods when tariffs increase on imported

goods.
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A manufacturer develops and positions an imitative product so that its brand

reflects good quality at a low price.  What is the best pricing strategy to use

to introduce the product?

A. Premium

B. Psychological

C. Economy

D. Captive

/C

Economy.  Imitative new products are goods or services that mimic existing

products.  For example, a toy company might expand its product line to include

board games.  Board games are not a new type of game item.  Therefore, the

company is introducing a new version of an existing product.  An economy

pricing strategy is used for imitative products that are priced lower than

similar products but possess reasonable quality.  A premium pricing strategy is

used when an imitative product is introduced to the market as a superior

quality product sold at the highest price.  Psychological pricing is a price

adjustment strategy used for existing products.  Captive product pricing is a

product-mix pricing strategy.  This strategy is used for products that require

other components to operate.  For example, a traditional camera needs film to

take photographs.  A camera might be priced low because the company makes a

great deal of money by selling the film at high markups.
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Manufacturers might select a product-bundling pricing strategy when they want to

A. recover the costs incurred to develop new products.

B. eliminate excess inventory for seasonal or obsolete items.

C. introduce existing products to new market segments at higher prices.

D. increase the sale of items that customers would not usually purchase.

/D

Increase the sale of items that customers would not usually purchase.  Product

bundling is a process in which businesses, such as manufacturers, combine

several products and sell them as a package at a lower price.  Often, the

reduced price is lower than the total price of each item purchased

individually.  Often, businesses bundle similar or complementary products

together to increase the sales of slow-moving items.  An example of product

bundling might include a tube of toothpaste, toothbrush, and dental floss

packaged together.  If the toothpaste is the primary product that creates brand

awareness among consumers, the business might include the slower moving

toothbrush or dental floss in the package to stimulate customer interest to try

the product.  As a result, businesses hope to gain repeat business for the

slow-moving items and increase their bottom line in terms of sales.  Although

existing products are used in product bundling strategies, prices are generally

set low.  During the obsolescence stage of the product's life cycle, prices are

generally reduced to eliminate excess inventory.  Product bundling is usually

not a strategy that is used to reduce seasonal inventory.  New product pricing

strategies for innovative items are most likely to employ price-quality pricing

strategies in an attempt to cover development costs.
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Wholesalers often use the FOB-origin pricing strategy because each retailer pays

A. a flat rate for shipping.

B. its own shipping costs.

C. an annual shipping fee.

D. a percentage of the shipping costs.

/B

Its own shipping costs.  FOB-origin pricing is a geographical pricing strategy.

Customer location often influences how wholesalers price their products.  When

considering pricing in terms of geographical location, wholesalers must

evaluate shipping costs.  Generally, the more distant the customer, the more

the shipping costs.  FOB-origin pricing occurs when a retailer's order is

placed on a carrier, such as rail or truck, free on board.  Once on the

carrier, the shipping charges become the responsibility of the retailer.  Many

wholesalers use this strategy because they believe it is a fair means of

assessing shipping costs.  In addition, it eliminates some of the paperwork

involved in the billing process.  Flat rates are prices that are the same for

all customers for any product.  The use of annual fees is not a geographical

pricing strategy.  When using the FOB-origin pricing strategy, customers

generally pay all shipping costs, not a percentage of them.
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What type of planned obsolescence is generally considered socially and

economically desirable because the replacement product offers more benefits

and/or a lower cost?

A. Style 

B. Psychological 

C. Fashion

D. Technological

/D

Technological.  Technological obsolescence equates to significant technological

improvements that result in a more effective product (e.g., CDs, from

cassettes, from phonograph records).  Style obsolescence refers to superficial

changes to a product resulting in a new product.  The new model is intended to

make users of the older model feel out of date and encourage them to purchase

the new model.  This is typical in fashion merchandise.  Psychological and

fashion are synonymous with style obsolescence.
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The furniture store had planned purchases of $368,450 for the month, purchase

commitments of $213,800, and planned reductions of $14,200.  Calculate

open-to-buy if planned sales are $259,150.

A. $109,300

B. $126,500

C. $140,450

D. $154,650

/D

$154,650.  Open-to-buy is the difference between planned purchases and the

amount that has already been committed for purchases that month.  If the

furniture store allocated $368,450 for purchases for the month but already has

commitments to spend part of that amount, the remainder is still available to

spend.  Calculate open-to-buy by subtracting purchase commitments from planned

purchases ($368,450 - $213,800 = $154,650).  Planned reductions and planned

sales for the month are not factors involved in calculating open-to-buy.
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One or more existing brands may need to be repositioned when a new product is

introduced into the product line to

A. eliminate the new product.

B. develop a new product mix.

C. minimize cannibalization of established brands.

D. justify dropping the existing brands from the line.

/C

Minimize cannibalization of established brands.  Sometimes it is necessary to

reposition existing products to minimize the loss of sales of those brands to

the new product.  This helps ensure the success of the existing brand as well

as the success of the new product.  The purpose is not to eliminate the new

product.  Repositioning does not involve dropping existing products or

developing a new product mix.
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What do retailers often use to create an atmosphere that will appeal to

customers and draw them into the establishment?

A. Store layout

B. Traffic pattern

C. Location

D. Storefront

/D

Storefront.  The storefront is an exterior factor that has a significant effect

on the atmosphere of the store.  The storefront includes the entrance, the

lighting, the marquee, and the windows.  Retailers plan the storefront

carefully so it will be attractive, project the right image, and pull customers

into the store.  The storefront can tell customers that the store is upscale,

trendy, discount, or whatever image the retailer wants to present.  It creates

the atmosphere that is appropriate to the target market.  The store layout and

traffic pattern are interior factors that are used to appeal to customers after

they enter the store.  The location does not necessarily create an atmosphere.

Even stores in unappealing areas can create the right atmosphere if they

develop the right storefront.
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When designing the store's layout, a large discount store might group

merchandise according to

A. size.

B. function.

C. value.

D. quality.

/B

Function.  Deciding how to group, or arrange, merchandise is one aspect of

designing a store's layout.  There are several ways to group merchandise, and

one of these is according to function or how the merchandise will be used.

This is a common method in discount stores because it puts similar merchandise

together to make shopping convenient for customers.  For example, a store might

put all small kitchen appliances such as toasters and blenders in one location,

and all bedding in another location.  Then, customers can examine a variety of

styles and brands to find the item that best suits their needs.  A discount

store would not group merchandise according to size, value, or quality.

However, within the group based on function, a store might arrange merchandise

that way.  For example, toasters might be arranged from least to most

expensive, and shoes according to size.
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Merchandising plans are usually based on

A. strategies.

B. specifications.

C. projections.

D. requirements.

/C

Projections.  Projections are forecasts, or predictions.  Merchandising plans

are usually based on projections of what sales will be for a certain period of

time.  By developing an accurate projection of future sales, retailers can plan

to purchase the type and quantity of merchandise that customers will want to

buy and have it available when customers want it.  To make accurate projections

of future sales, retailers consider a variety of factors such as past sales,

trends, economic situations, etc.  Strategies are plans of action for achieving

goals and objectives.  Specifications are precise descriptions of products.

Requirements are needs.
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A gift shop plans $42,670 in sales for the month and markdowns equaling 2.5% of

sales.  What is the amount of planned reductions if the shop also plans on $350

in shortages and discounts to employees equaling 3% of sales?

A. $2,133.50

B. $2,396.85

C. $2,483.50

D. $2,696.85

/D

$2,696.85.  Planned reductions is the difference between the original price of

goods and the final price.  Reductions occur because of markdowns, discounts,

and shortages.  For example, if a gift shop marks down the price of an item,

the shop is accepting less for that item than originally planned.  To calculate

planned reductions, the shop first estimates the amount of sales.  Then, the

shop estimates the total percent of markdowns and discounts (2.5% + 3% = 5.5%).

Next, the shop multiplies that percentage by the sales estimate ($42,670 x

5.5% or .055 = $2,346.85).  The store also must add the amount of planned

shortages to this figure to calculate total planned reductions ($2,346.85 +

$350.00 = $2,696.85).
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Buying seasonal merchandise far enough in advance to have it in stock when

customers want it prevents the problem of running out and needing to

A. offer a discount.

B. explain the situation.

C. issue a rain check.

D. place another order.

/D

Place another order.  Retailers should determine when to order merchandise to

allow enough time for the merchandise to arrive and be in stock when customers

want it.  This is particularly true of seasonal merchandise that might sell

only during certain times of the year.  If retailers do not buy at the right

time, they may be faced with the problem of receiving only a partial shipment

which might lead to running out of merchandise.  Then, placing another order

may be a problem, especially if the supplier has sold out of the seasonal

merchandise.  Therefore, timing is an important consideration when buying

merchandise.  If the retailer runs out of merchandise, it will not be possible

to offer a discount.  Retailers usually do not explain purchasing mistakes to

customers.  Retailers will not be able to issue rain checks for seasonal

merchandise that they are unable to purchase due to poor timing.
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Calculate a music store's gross margin if it has $1,345,780 in net sales,

$704,650 in cost of goods sold, $115,400 in salaries, and $21,250 in insurance.

A. $504,480

B. $525,730

C. $619,853

D. $641,130

/D

$641,130.  Gross margin is the difference between net sales and cost of goods

sold.  Music stores plan for an adequate gross margin to cover operating

expenses and generate an acceptable profit.  The formula for planning gross

margin is net sales minus the cost of goods sold ($1,345,780 - $704,650 =

$641,130).  Operating expenses, which include salaries and insurance, are not

included in gross margin, but are subtracted from gross margin to calculate

operating profit.
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Which of the following is an example of product bundling:

A. Theme park charging admission and selling ride tickets

B. Garden shop discounting prices of seasonal merchandise

C. Retailer selling computer, printer, and scanner as a unit

D. Lumber company selling wood chips as small-animal bedding

/C

Retailer selling computer, printer, and scanner as a unit.  Product bundling

involves combining several products and offering them to customers as one

product.  Usually, the bundled products are offered for one, all-inclusive

price.  An example is a retailer selling a computer, a printer, and a scanner

as a unit.  In many cases, the bundle is less expensive than the cost of each

item sold separately.  Sometimes, the products can only be purchased as a unit

and are not available separately.  A lumber company selling wood chips as

small-animal bedding is an example of selling by-products.  A theme park

charging admission and then selling ride tickets is an example of two-part

pricing.  A garden shop discounting prices of seasonal merchandise is an

example of adjusting prices.
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A retailer had sales of $726,500 during the last six months and purchased

$384,000 worth of merchandise.  If the retailer expects to buy and sell 6% more

merchandise over the next six months, what amount should the retailer budget

for planned purchases?

A. $363,050

B. $407,040

C. $626,080

D. $770,090

/B

$407,040.  One of the first steps in preparing a merchandising budget is

estimating planned sales in order to determine the amount of merchandise to

purchase.  To estimate accurately, retailers usually consider the amount of

sales during the previous period and factor in anticipated increases.  In this

situation, the retailer expects a 6% increase in sales and plans to purchase 6%

more merchandise to meet the demand.  If purchases for the previous six months

totaled $384,000, calculate planned purchases for the next six months by first

multiplying that amount by the percent of increase ($384,000 x 6% or .06 =

$23,040).  Then, add the increase to the previous amount purchased ($384,000 +

$23,040 = $407,040).
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A television commercial promoting a specific line of riding lawn mowers

portrays a man cutting grass.  This is an example of product promotion that

A. exhibits poor taste.

B. reinforces stereotypes.

C. induces fear.

D. uses subliminal messages.

/B

Reinforces stereotypes.  A stereotype is a set image about a person or thing.

Sometimes, these images can create ongoing, negative images of cultures or

groups of people.  Many people associate lawn care with the male gender.  As

gender roles and societal views continue to change, more women are

participating in yard-work activities.  Although poor taste is subjective, it

is generally considered anything that portrays rude or crude images or

behavior.  Although some ads induce fear as a means to get people to buy

products, this example does not indicate that fear is a factor.  Subliminal

communication refers to messages that are incorporated into the primary message

that fall below a person's level of consciousness.
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Which of the following statements is true regarding the regulation of

promotional activities:

A. Governmental restrictions in regard to promotional activities vary by

     country.

B. The regulation of promotional activities applies only to television, radio,

     and newspaper venues.

C. Consumer groups have very little influence with the government regarding

     advertising legislation.

D. International laws make it difficult for consumers to sue large companies

     for unfair advertising practices.

/A

Governmental restrictions in regard to promotional activities vary by country.

Because each government is structured differently, regulation varies from

country to country.  Consumer advocate groups are organizations that work to

influence industry and government policies on behalf of the consumer.  Consumer

advocate groups often influence government regulation and policies.  Because

laws vary by country, it would be difficult to develop and fully enforce

international laws regarding unfair advertising practices.  The ability to sue

a company is dependent on the individual country's laws and policies.  Many

promotional activities are subject to regulation including media venues

(television, radio, print); telemarketing; contests; and sweepstakes.
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How can a hobby shop design its web site so that the site encourages repeat

customer visits?

A. Include pop-up ads

B. Optimize response times

C. Invest in keyword ads

D. Lock up archived information

/B

Optimize response times.  Most web surfers do not like to wait for complicated

graphics or text to appear on their computer screens.  If an image takes too

long to load, many people back out of the screen before the page appears.

Hobby shops should consider how the server size and the web-page design affect

loading and response times.  Many people find pop-up ads annoying and often

block the ads from appearing on their computer screens.  Therefore, pop-up ads

do not necessarily encourage repeat visits to a web site.  Many web surfers

research a variety of topics and like to be able to retrieve archived

information quickly and easily.  Therefore, locking up or deleting archived

information does not necessarily encourage repeat visits to web sites.  Keyword

ads might lead a person to a specific web site; however, the ads do not

necessarily encourage repeat visits.
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When a home-improvement store places print advertisements in a magazine that

has a specific readership reach, it is basing its buying decisions on the

publication's

A. motivation.

B. reputation.

C. circulation.

D. participation.

/C

Circulation.  Circulation is defined as the number of people reached by a media

vehicle.  A home-improvement store with a well-known brand might want to reach

as many people as possible.  As a result, it places ads in nationally

distributed publications instead of local publications.  Motivation is an

influence or reason that causes someone to take action.  Reputation often

refers to the image or status of an entity.  Stores often consider a

publication's reputation when buying advertising; however, reputation does not

always indicate details regarding the publication's readership or reach.  For

example, it is possible for a magazine to have a good reputation and small

reach.  It is also possible for a publishing company to have some negative

aspects in terms of overall reputation and still maintain a sizable reach.

Participation is the ability or willingness to take part or share something.  A

publication's participation in a variety of activities does not necessarily

reflect its circulation in terms of size and demographics.
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Which of the following situations would require a company to carry out reactive

public relations strategies:

A. A company sponsors a local marathon to raise money for a charitable

     organization.

B. A furniture manufacturer provides scheduled tours of its facilities to

     various community members.

C. A press release is sent to media outlets announcing the appointment of a new

     corporate officer.

D. A bicycle manufacturer recalls a product after several accidents occur as a

     result of improper assembly.

/D

A bicycle manufacturer recalls a product after several accidents occur as a

result of improper assembly.  Reactive public relations strategies are

developed and used by companies when external factors or influences require

companies to take a defensive position.  Companies are forced to use strategies

to address unfavorable publicity (e.g., lawsuits) or solve problems (e.g.,

recalls).  Press releases announcing new officers, sponsoring community events,

and facility tours are examples of proactive public relations initiatives.

Proactive strategies focus on the opportunities a company can embrace, as

opposed to problem-solving issues.
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What do gift shops usually do to prepare the shop for a special seasonal event?

A. Put up decorations

B. Remodel the facility

C. Write a news release

D. Decrease operating hours

/A

Put up decorations.  One of the main ways that gift shops prepare for special

seasonal events is to put up decorations that reflect the event.  For example,

shops usually decorate for such seasonal occasions as Valentine's Day, St.

Patrick's Day, and Christmas.  These are events that often attract more

customers and generate more sales for the shop.  To tie in to the seasonal

occasions, shops decorate in an appropriate way to appeal to customers and

encourage them to buy.  Gift shops would not prepare for a special event by

remodeling the facility or decreasing operating hours.  Shops actually increase

hours during special seasonal events.  A shop would not write a news release

because the seasonal event is not news but something that occurs every year.
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When dismantling displays, why is it important for furniture stores to

carefully examine the furniture pieces that have been used to display

accessories?

A. To send them to storage

B. To evaluate their condition

C. To arrange for their repair

D. To return them to the vendor

/B

To evaluate their condition.  Furniture stores often use furniture pieces as

fixtures, and display accessories and gift items on them.  For example, a store

might use a sofa as the centerpiece of a display and arrange pillows, blankets,

trays, etc., on it.  When dismantling the display, the store should carefully

examine the sofa to evaluate its condition.  If the sofa has been on display

for a long time, it may be damaged which means its probably can no longer be

used as a display piece and will be sold at a discount.  If the sofa is still

in excellent condition, it may be reused or moved to another location in the

store and marked for sale at the full price.  Furniture stores intend to sell

the furniture pieces they use in displays rather than send them to storage.  If

the pieces are damaged, they are sold at a discount rather than repaired.

Stores cannot return the furniture pieces to the vendor.
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Why do department stores often use different sizes of wooden or Plexiglas cubes

as display fixtures?

A. Flexible and easy to move

B. Visible and protect merchandise

C. Adjustable and made to order

D. Irreplaceable and save money

/A

Flexible and easy to move.  Different sizes of cubes made from various

materials are becoming popular display fixtures because of their many

advantages.  First, they are flexible and can be used alone or in groups.

Also, they are easy to move so displays can be set up quickly.  Because they

can be made from various materials, they fit in with almost any decor.  For

example, wooden cubes that are highly polished give an upscale appearance to a

display.  Cubes come in all sizes and are visible, but they do not protect

merchandise.  Many cubes are made to order, but they are not adjustable.  They

are easily replaceable and often inexpensive, which saves money.
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Retailers often set up point-of-sale displays to promote merchandise because

the displays serve as

A. silent salespeople.

B. directional signage.

C. customer entertainment.

D. interactive technology.

/A

Silent salespeople.  Retailers set up point-of-sale displays to promote

merchandise, attract customers, and encourage buying.  The displays serve as

silent salespeople because they usually contain information that helps to sell

the items.  Also, the displays are designed to be appealing and to present

merchandise in a way that allows customers to serve themselves.  Point-of-sale

displays are not intended to serve as directional signage.  They are usually

designed to be attractive and attention-getting rather than entertaining,

although some of the displays might be entertaining.  Not all point-of-sale

displays use interactive technology.
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During the process of inspecting a new display, what might a retailer do to

make the display more effective?

A. Clean fixtures and props

B. Replace burned out lighting

C. Organize dislocated goods

D. Remove competing merchandise

/D

Remove competing merchandise.  It is important to inspect a new display to make

sure it is effective.  On occasion, a retailer might decide that a display

contains too many items or competing merchandise.  Then, the retailer might

remove some of the merchandise to make the display more effective.  Displays

that are too busy or contain a lot of competing goods are often confusing to

customers and discourage them from buying.  An effective display should be

focused in order to attract attention and promote specific goods rather than a

lot of competing items.  Cleaning fixtures and props, replacing burned out

lighting, and organizing dislocated goods are functions of display maintenance

rather than display inspection.
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Retailers often implement frequency marketing programs as a way to

A. build customer loyalty.

B. advocate community service.

C. identify sales referrals.

D. justify the promotional budget.

/A

Build customer loyalty.  A frequency marketing program is an ongoing,

well-organized promotional effort in which a retailer offers its customers

certain rewards (e.g., discounts, free products).  Reward distribution is

generally based on the frequency of the customer's purchases.  By offering

customers incentives for their repeat business, retailers hope to establish and

build customer loyalty.  The cost of the frequency program must be included in

the budget.  Therefore, a frequency marketing program is usually not designed

to justify the promotional budget.  In addition, the primary purpose of

frequency marketing programs is not to advocate community service or identify

sales referrals.
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The reason a department store often plans a specific display theme to use

throughout the store is to create a certain

A. layout.

B. pattern.

C. flow.

D. mood.

/D

Mood.  One reason for planning specific display themes is to create a certain

mood, or atmosphere, throughout the store.  The theme of the store-wide display

often refers to a particular concept or activity.  For example, a department

store might plan displays that relate to a back-to-school theme or a summer

vacation theme.  All the displays throughout the store reflect that theme and

help to create a mood that puts customers in the frame of mind to buy.  The

layout is the physical arrangement of the store.  The pattern is the way that

customer traffic is directed to flow through the store.
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One way that a promotional budget differs from a marketing budget is that the

promotional budget

A. includes only the cost of advertising.

B. comes out of different business funding.

C. does not include expenses for research and personnel.

D. can be estimated exactly, whereas a marketing budget cannot.

/C

Does not include expenses for research and personnel.  A promotional budget is

the amount of money a retailer plans to spend on promoting its goods and

services during a certain period of time.  The promotional budget includes not

only the cost of advertising but all of the other types of activities involves

in promotion.  It is part of the overall marketing budget, which includes the

costs of conducting marketing research.  Retailers usually allocate exact

amounts to the marketing budget, which includes the promotional budget.
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Which of the following is an example of a salesperson for an appliance

manufacturer bribing a customer:

A. Giving an inexpensive gift

B. Buying lunch during a sales call

C. Providing tickets to a community activity

D. Offering half of the commission on a sale

/D

Offering half of the commission on a sale.  Bribery involves giving money or

favors to influence a person's decision.  An example of a salesperson for an

appliance manufacturer bribing a customer is offering to give the customer half

of the commission the salesperson receives on a sale.  The purpose of the bribe

is to persuade the customer to buy from the salesperson.  Bribery is usually

considered to be unethical because it is not a fair way of doing business.

Many manufacturers have guidelines that cover specific situations, such as

bribery, to help salespeople behave ethically.  While bribery is unethical,

giving small and inexpensive gifts is often routine in sales situations.  For

example, it is acceptable to give an inexpensive gift, buy lunch during a sales

call, and provide tickets to a community activity.
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Which of the following is an example of a tying arrangement that would be

considered illegal:

A. Agreeing to buy products in exchange for selling products

B. Offering some customers special discounts and price reductions

C. Charging different customers different prices for the same products

D. Requiring customers to buy extra products to obtain the desired product

/D

Requiring customers to buy extra products to obtain the desired product.  A

tying arrangement is an illegal agreement requiring a customer to buy other

products in order to obtain desired goods and services.  An example of a tying

arrangement is a salesperson's requiring a gift shop to buy the company's copy

paper and toner in order to obtain the desired copier machine.  The copy paper

and toner are the products tied to the main product.  Agreeing to buy products

in exchange for selling products is not necessarily illegal unless it restricts

competition.  Charging different customers different prices for the same

products and offering some customers special discounts and price reductions are

examples of price discrimination.
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A furniture store's catalogs, manuals, and print advertisements are a good

source of __________ information for salespeople.

A. ordering

B. operating

C. product

D. promotional

/C

Product.  A great deal of product information is given in product bulletins,

catalogs, manuals, and print advertisements.  Furniture store salespeople who

read these materials usually are able to obtain information that will help them

sell products to customers.  A store's catalog provides information that

customers may use to order products.  Some store manuals contain information

about operating policies and procedures.  Print advertisements are a type of

promotion.
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What type of brands do hardware stores often sell in order to offer lower

prices to customers while earning higher profits?

A. National

B. Manufacturer

C. Generic

D. Private

/D

Private.  Hardware stores often sell their own private, or store, brand of

certain items because they have more control over the pricing of those items.

Stores arrange for the manufacture of these items and negotiate the price with

the manufacturer.  As a result, they are able to offer lower prices to

customers while earning higher profits.  Private brands are usually

significantly less than national, or manufacturer, brands which allows the

stores to sell them for less.  Customers often become loyal buyers of private

brands because of the price as well as the quality, which is often equal to the

quality of national, or manufacturer, brands.  Generic brands are often

represented by plain packaging and are sold by supermarkets and discount stores

at prices significantly lower than other types of brands.
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What step in selling involves preparing for the sales presentation?

A. Rehearsal

B. Preapproach

C. Analysis

D. Observation

/B

Preapproach.  Preapproach is the step in selling that involves preparing for

the actual sales presentation.  During this step, salespeople often develop

objectives for the presentation, identify benefits of the products for specific

customers, and prepare sales strategies.  The purpose of this planning step is

to help salespeople be organized, knowledgeable, and confident.  Once they have

completed the preapproach, they are ready to make an effective sales

presentation.  As part of preparing for the sales presentation, salespeople

might rehearse what they plan to say or analyze information about the customer.

 Observing the customer takes place during the sales presentation.

$$90

Choosing to buy from a certain appliance store because the store carries a

particular brand of television is an example of making a buying decision based

on

A. place.

B. product.

C. need.

D. time.

/A

Place.  The place decision is the decision to buy from a certain appliance

store.  One reason a customer might choose one store over another is because

the store carries a particular brand of television that the customer prefers.

The product decision is the decision a customer makes on the brand, type,

model, etc., to buy.  The need decision is the point at which the customer

decides that s/he needs to purchase a good or service that may satisfy a need

or a want.  The time decision is the decision a customer makes on when to buy.
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During a group presentation, why is it important for a salesperson to quickly

determine the behavioral style of the group of buyers for a department store?

A. To adjust selling methods

B. To properly answer questions

C. To explain qualifications

D. To prepare for negotiations

/A

To adjust selling methods.  A group usually takes on the behavioral style of

its dominant members.  Therefore, it is important for a salesperson to quickly

determine that style in order to adjust selling methods to satisfy the group

style.  For example, some groups want a lot of technical information, whereas

other groups are more people-oriented and expect enthusiasm.  Salespeople who

sell to groups need to determine the behavioral style in order to successfully

appeal to the group.  Salespeople do not determine the behavioral style of the

group to properly answer questions, explain qualifications, or prepare for

negotiations.
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When processing a cash sale of $8.70 for which a customer has tendered a $10

bill, a store clerk should provide change beginning with the

A. paper currency.

B. largest denomination.

C. register receipt.

D. smallest denomination.

/D

Smallest denomination.  When processing a cash sale, it is usually necessary to

provide change to the customer.  Therefore, being able to correctly provide

change is important so the store does not lose money or overcharge the

customer.  The correct procedure to follow is to begin with the smallest

denomination of change and move up to the largest.  In this example, the clerk

owes the customer $1.30 in change ($10.00 - $8.70 = $1.30).  The clerk should

first hand over the nickel and say "$8.75," then the quarter and say "$9.00,"

and finally a $1-bill and say "$10."  This system will help to prevent disputes

because the clerk clearly indicates the amount of change by adding it to the

purchase amount to reach the amount tendered.  A clerk should provide change

beginning with paper currency only if that currency is the smallest

denomination owed to the customer.  A clerk should not begin with the largest

denomination.  The register receipt is given to the customer after change has

been provided.
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What should a retailer always check when processing a credit card as payment

for a purchase?

A. Account number

B. Expiration date

C. Issuing bank

D. Transaction amount

/B

Expiration date.  Retailers should check the expiration date on a credit card

because the date indicates if the card is current and valid.  Credit-card

companies issue new cards every few years, and customers should destroy the old

ones for security reasons.  However, if someone obtains an expired card, it is

possible to use it if retailers do not have an electronic processing system and

do not call for authorization if the purchase amount is small.  Therefore, one

way to avoid accepting an invalid card is to check the expiration date.

Checking the account number, name of issuing bank, and transaction amount will

not help a retailer identify an invalid credit card.
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Why would a hardware store employee hit the CHK key when operating an

electronic cash register?

A. To indicate payment by check

B. To record a credit-card charge

C. To enter a cash payment

D. To determine amount of change

/A

To indicate payment by check.  The CHK, or check, key is one of the transaction

keys on an electronic cash register.  The transaction keys are used to complete

a sale.  If a customer pays for a purchase with a check, a hardware store

employee should hit the CHK key which is used to indicate payment by check.  To

record a credit-card charge, an employee should hit the CH key.  To enter a

cash payment and determine amount of change, an employee should hit the CA/AT

key.
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By subtracting the opening change fund from the total cash in the cash drawer

when closing the register, a retailer is able to determine the __________

during the day.

A. cash paid out 

B. checks received

C. credit sales

D. cash received

/D

Cash received.  One aspect of closing the register involves determining the

amount of cash received during the day.  To do this, the retailer first

calculates the total amount in the cash drawer including cash, checks, credit

sales, and cash paid out.  This figure is the total cash in the cash drawer at

the end of the day.  By subtracting the opening change fund from total cash, a

retailer is able to determine the cash received during the day.
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What do many retailers now sell in place of gift certificates?

A. Electronic gift cards

B. Store discount coupons

C. Online credit accounts

D. Frequent shopper awards

/A

Electronic gift cards.  Most retailers are replacing gift certificates with

electronic gift cards that are sold in various denominations.  The gift cards

are similar to credit cards and are easy to use.  They contain a magnetic strip

that indicates their monetary value.  When a customer uses the card to make a

purchase, the amount of the purchase is automatically subtracted from the card.

Retailers do not sell store discount coupons, online credit accounts, or

frequent shopper awards in place of gift certificates.
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When processing telephone orders, it is often effective for the store employee

to ask customers

A. when they plan to send payment.

B. how often they buy from the store.

C. if the employee can provide more help.

D. if they want the store's e-mail address.

/C

If the employee can provide more help.  When processing telephone orders, store

employees should make every effort to provide quality service to customers.

This often involves asking if they can provide the customers with more help

once the customers have placed an order.  Customers might appreciate being

asked if they would like to be added to the mailing list for future special

sales, or if they would like to join the store's frequent shopper program.  On

occasion, simply asking if they can be of more assistance generates additional

sales because customers remember that they need other items.  Payment

arrangements are made when processing telephone orders and usually involve

payment by credit card.  It is not effective for employees to ask customers how

often they buy from the store or if they want the store's e-mail address.

However, an employee might tell a customer how to access the store's web site

to place orders online.
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An effective guideline to follow when creating a computerized presentation to

support a sales presentation is to

A. keep it simple.

B. include a lot of detail.

C. limit the color.

D. use technical wording.

/A

Keep it simple.  There is a tendency to overdo computerized presentations and

make them more complicated and detailed than necessary because the presentation

software makes it easy to create elaborate visuals.  However, the most

effective presentations are the ones that are fairly simple and to the point.

The goal is to support the verbal message that the salesperson is providing.

Overly complicated and detailed visual presentations tend to distract the

audience and take away from the sales message.  The best guideline to follow is

to keep it simple.  Effective computerized presentations do not include a lot

of detail or use technical wording.  The use of color tends to make the visual

presentation more attractive and interesting.
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Monitoring activities to determine if the retail chain is achieving its sales

objectives is one of the responsibilities of

A. sales management.

B. financial planning.

C. market research.

D. product screening.

/A

Sales management.  Sales management is a major function in most businesses and

involves a wide variety of responsibilities.  One of the main responsibilities

of sales management is monitoring activities to determine if the retail chain

is achieving its sales objectives.  Chains usually establish specific sales

goals, and sales managers are responsible for monitoring the achievement of

those goals.  If sales managers determine that goals are not being met, they

are responsible for developing strategies to achieve goals and for helping

salespeople perform to the best of their abilities.  Financial planning

involves planning for a chain's monetary needs.  Market research is the

systematic gathering, recording, and analyzing of data about a specific issue,

situation, or concern that affects a market.  Product screening is the process

of considering each idea for a new product and discarding those that seem

unworkable.
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