
Preparation for TEST – A 

MN109 – Understanding Business 

 

I. Multiple Choice Questions 

 

 

1. The result of two firms combining to form one company is called a:  

A. joint tenancy.  

B. tenancy in common.  

C. merger.  

D. marriage  

 

2. A merger involving a major candy company and a steel producer would be an example of a:  

A. vertical merger.  

B. horizontal merger.  

C. strategic merger.  

D. conglomerate merger.  

 

3. Entrepreneurial traits include all of the following except:  

A. self-direction  

B. action-orientation  

C. intolerance of uncertainty  

D. high energy level  

 

4. As a manager for a major Midwest retailer, Maria Martinez sets organizational goals, 

develops strategies to achieve those goals, and establishes standards to evaluate goal 

achievement. Maria is performing ___________ tasks.  

A. planning  

B. organizing  

C. leading  

D. controlling  

 

5. Employees often work with managers to design a(n. ____________ which outlines the 

fundamental purposes of the organization.  

A. objective function  

B. value statement  

C. mission statement  

D. corporate blue book  

 

6. At Sugar Ray Chemicals, department heads usually make decisions after meeting with 

employees and seeking their ideas and suggestions. Department heads at Sugar Ray 

Chemicals make use of the ___________ style of leadership.  

A. autocratic  

B. diplomatic  

C. democratic  

D. laissez-faire  

 



 

7. Johnson Studios divides its operations into specific business processes such as 

production, marketing, accounting, and finance to allow these separate functions to 

develop maximum efficiencies for the firm. Johnson utilizes _____________ 

departmentalization:  

A. cost center  

B. customer  

C. functional  

D. standardized.  

8. Employees who perform functions that contribute directly to the primary goals of their 

organization are classified as:  

A. focused workers.  

B. line personnel  

C. managers  

D. staff personnel. 

 

9. A recent college graduate and new employee at a computer chip manufacturer in Silicon 

Valley, California, Qin Leung overhears her supervisor talking about _________. 

Hesitant to ask about its meaning, she looks it up online, discovering that it means value 

added by the creation of finished goods and services: for example, the value added by 

taking silicon and making computer chips.  

A. PERT  

B. ERP  

C. form utility  

D. lean manufacturing  

 

II.  Explain the Keywords  

 

10. Obstructionist Stance 

11. Defensive Stance 

12. Accommodative Stance 

13. Small Business Administration (SBA) 

14. Double Taxation 

  

III. True / False  

 

15. To reduce the potential conflict between limited partners, it is wise to avoid having 

general partners in the same firm.  

A. True  

B. False 

 

16. Entrepreneurship is another name for management.  

A. True  

B. False  

 

17. If a business plan is to be effective it must be specific in analyzing the competition, the 

money needed to start, and other details of operation.  

A. True  

B. False  



18. The majority of small businesses in the United States are involved in exporting.  

A. True  

B. False  

19. Four basic management functions or activities are planning organizing, leading, and 

controlling.  

A. True  

B. false  

20. Gerald is a manager at Academy Manufacturing. He believes that it is very important for 

each worker at Academy to have only one boss. Gerald's view is consistent with Fayol's 

unity of command principle.  

A. True  

B. False 

21. Span of control refers to the optimum number of subordinates a manager supervises or 

should supervise  

A. True  

B. False  

22. The widely shared values within an organization that provides the coherence and 

cooperation needed to achieve common goals is known as unity of command.  

A. True  

B. False  

23. Conceptual skills refer to a person’s ability to think in the abstract, to diagnose and 

analyze different situations, and to see beyond the present situation. 

A. True  

B. False  

24. The process of identifying the specific jobs that need to be done and designating the 

people who will perform them is Product Departmentalization.  

A. True  

B. False  

25. Centralized Organization organization in which a great deal of decision-making authority 

is delegated to levels of Management at points below the top 

A. True  

B. False  


