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Multiple Choice Questions
1. The secret to selecting the ideal location for a business is:

a) the available labor pool for the business.

b) knowing the customer and what is convenient to them.

c) the tax rate of the local and state governments.

d) the security of the area and the services provided by the site to the business owner.

Answer b
(Introduction 
Page 499)

2. The first phase in determining where to locate a business is:

a) choosing what state the business owner wants to move to.

b) determining which city has the demographics that fit the business best.

c) conducting an Internet search for information on the cities of choice and competitors in those cities.

d) determining what regions in the country have what the new business needs to succeed.

Answer d
(The Logic of Location: From Region to State to City to Site 

Page 499)

3. At the broadest level of the location decision, entrepreneurs usually identify regions of the country that:

a) have many professional sports teams.

b) are experiencing substantial population growth.

c) contain many car drivers.

d) consist of the most employed inhabitants.

Answer b
(Selecting the Region 

Page 500)

4. _____ is a publication that provides important data to aid entrepreneurs in their search for the best location.

a) Consumer Reports

b) Index of Retail Saturation

c) Sales and Marketing’s Survey of Buying Power

d) Sales Conversion Index

Answer c
(Selecting the Region
 
Page 502)

5. A Geographic Information System (GIS):

a) is a software package combining the ability to draw detailed maps with the power to search through databases.

b) records data not available through the census and includes eleven indicators of economic growth.

c) contains the name of every street in the country and detailed block statistics for 345 urban areas.

d) breaks down the population, retail sales, etc., by census region.

Answer a
(Selecting the Region 

Page 503)

6. TIGER:

a) is a software package combining the ability to draw detailed maps with the power to search through databases.

b) records data not available through the census and includes eleven indicators of economic growth.

c) contains the names of every street in the country and detailed block statistics for 345 urban areas.

d) breaks down the population, retail sales, etc. by census region.

Answer c
(Selecting the Region 
Page 503)
7. When selecting a state in which to locate, one should consider:

a) the financing options available to the small business owner.

b) zoning laws.

c) the compatibility of the business with the community.

d) the proximity to one’s markets.

Answer d
(Selecting the State 
Page 505)

8. Carlos owns a heavy equipment repair and maintenance business. Which of the following criteria for selecting a state in which to locate the business would be of greatest concern to Carlos?

a) Labor supply

b) Proximity to markets

c) Tax laws and incentives

d) Proximity to raw materials

Answer b
(Selecting the State 
Page 505)

9. A small brick manufacturer would be concerned most with which location criterion? 

a) Business climate

b) Labor supply needs

c) Wage rates

d) Proximity to markets

Answer d
(Proximity to Markets
 
Page 505)

10. ____________ is a comprehensive market tool, which provides current and historical profiles of the 183 U.S. urban economies by major section and industry.

a) Rand McNally Commercial Atlas & Marketing Guide

b) The Source Book of County Demographics

c) Markets of the U.S. for Business Planners

d) Lifestyle Market Analyst

Answer c
(Markets of the U.S. for Business Planners 
Page 505)

11. A glass manufacturer that requires an extremely pure, very fine type of sand in its production process would be most concerned with which location criteria?

a) Business climate

b) Proximity to raw materials

c) Proximity to markets

d) Wage rates

Answer b
(Proximity to Needed Raw Materials 

Page 505)

12. When examining a state’s available labor force, the potential business owner needs to know:

a) the state’s labor relations history.

b) the demographics of the target customers.

c) both the number and education of the available workforce.

d) the proximity of its customers.

Answer c
(Labor Supply
 
Page 505)

13. ______ would be most important to someone wishing to locate a manufacturing facility for computers.

a) Proximity of the target market

b) Business climate

c) Labor supply

d) Proximity to raw materials

Answer c
(Labor Supply

Page 505)

14. An interstate trucking firm would be most concerned with which selection criterion at the state level?

a) Business climate  

b) Proximity to markets

c) Proximity to raw materials

d) Wage rates

Answer a
(Business climate 
Page 507)

15. When selecting a city, an entrepreneur will need to factor into her decision: 

a) the population density and growth trends

b) the nature of competition

c) the cost of the location

d) all of the above.

Answer d
(Selecting the City 
Page 508)

16. A telemarketing customer service unit for the credit card business of an interstate bank would be most concerned about _____ in the choice of state.

a) proximity to markets

b) wage rates and labor supply

c) competition and business climate

d) population trends and competition

Answer b
(Wage Rates 
Page 506)

17. Which of the following characteristics for selecting a city would be of greatest interest to a retail store selling fine china and collectibles?

a) Public services

b) Transportation

c) Zoning

d) Population trends

Answer d
(Population Trends and Density 
Page 508)

18. The index of retail saturation is:

a) retail expenditures times retail facilities divided by the number of customers.

b) the ratio of a trading area’s sales potential to its sales capacity.

c) a buying power index.

d) retail facilities times the number of customers divided by the retail expenditures.

Answer b
(The Index of Retail Saturation 
Page 510)

Use the following information to answer questions 19 and 20.

An entrepreneur considering two sites for a men's and boys’ shop determines that he needs sales of $158 per square foot to be profitable.  Site #1 has 13,500 potential customers who spend an average of $160.20 per year on men's and boys' wear.  Two competitors occupy 14,200 square feet of space.  Site #2 has 10,800 potential customers spending an average of $152.10 per year on men's and boys' wear.  One competitor has 10,000 square feet.

19. The index of retail saturation for site #1 is:

a) $150.21.

b) $168.51.

c) $152.30.

d) $166.19.

Answer c
(The Index of Retail Saturation 
Page 510)

20. The index of retail saturation for site #2 is:

a) $164.27.

b) $140.83.

c) $170.64.

d) $146.30.

Answer a
(The Index of Retail Saturation 
Page 511)

21. Based on the above calculations, what is the entrepreneur’s best option?

a) He should choose site #1.

b) He should choose site #2.

c) Neither site meets minimum criteria.

d) Either site will work well since both meet minimum criteria.

Answer b
(The Index of Retail Saturation 
Page 511)

22. _______ is a system that divides a county or a city into small cells or districts to control the use of land, buildings, and sites.

a) An enterprise zone

b) Zoning

c) TIGER

d) A central business district

Answer b
(Local Laws and Regulations 
Page 512)

23. Which of the following sets of city factors does an entrepreneur need to consider when choosing a location for his/her new business?

a) The business growth potential

b) Business climate and labor market

c) Proximity to the target market and raw materials

d) The availability of transportation, public services, and police and fire protection

Answer d
(Transportation Networks 
Page 513)

24. A manufacturer or wholesaler would be most interested in which of the following criteria for the selection of a city location for a new business?

a) Public services

b) Transportation

c) Reputation of the location

d) Compatibility with the community

Answer b
(Transportation Networks 
Page 513)

25. Carmen is starting a childcare center. One location, a former “biker bar” closed after a murder in the bar, is near several manufacturing plants where there are many single parents. What city site selection factor might give Carmen problems with her childcare center?

a) Transportation

b) Police and fire protection

c) The reputation of the location

d) Compatibility with the community

Answer c
(The Location’s Reputation 
Page 513)

26. The area from which a small business expects to draw customers over a reasonable time span is its:

a) trading area.

b) metropolitan statistical area.

c) enterprise zone.

d) incubator.

Answer a
(Trade Area Size 
Page 515)

27. The primary variable(s) that influence(s) the scope of a trading area is/are:

a) the character of the transportation network.

b) the nature of competing businesses.

c) the type and size of the business operation.

d) the racial and political barriers in the local community.

Answer c
(Trade Area Size 
Page 515)

28. Which of the following factors influences the size of a retail store's trading area?

a) The location of competitors

b) The physical layout of the store

c) Zoning regulations

d) The nature of competing businesses

Answer d
(Degree of competition 
Page 516)

29. Shopping malls typically average ___ parking spaces per ____square feet of shopping space.

a) 10; 1,000

b) 5; 1,000

c) 15; 5,000

d) 3; 1,000

Answer b
(Adequate Parking 
Page 517)

30. Ben was doing more business than his store could handle. Because there were stores on each side of his location, he had to open a second store. This expense cut into profits and didn’t really double his business. Ben had neglected to keep which site selection criteria in mind?

a) What is the proximity of the business to the market?

b) Can customers easily see and locate the business?

c) Is there adequate parking?

d) Does the site have room for future expansion?

Answer d 
(Room for Expansion 

Page 517)

31. Mary’s successful clothing store was located on the back edge of the parking lot of a large mall.  She didn’t pay mall rents since she wasn’t part of the mall, but drew a lot of customers who parked at the mall and then noticed her store. The mall developers built a movie theater on the part of the parking lot directly in front of Mary’s store, basically hiding her from most mall customers and her  business dropped off so much she had to move. What retailer site selection criterion forced Mary to move?

a) Proximity of competitors

b) Visibility

c) Adequate parking

d) Room for expansion

Answer b
(Visibility 
Page 518)

32. A central business district is:

a) the traditional center of town.

b) a plan that contains 12 to 50 stores and has a department store as a leading tenant.

c) a type of “mall” that has experienced 1500 percent growth over the last 5 years.

d) a shopping area that draws its customers primarily from the immediate local area.

Answer a
(Central Business District 
Page 518)

33. Central business districts:

a) provide ample parking in front of the stores.

b) are characterized by one-stop shopping.

c) tend to have better prices and selection than malls do.

d) are experiencing a resurgence in popularity.

Answer d
(Central Business District 
Page 518)

34. The _________ serves a large trading area (10 to 15 miles or more), contains from 50 to 100 stores, and has several major department stores as its anchors.

a) neighborhood shopping center

b) community shopping center

c) regional shopping mall

d) central business district

Answer c
(Region Shopping Malls 
Page 519)

35. The type of business that does well when located near competitors is:

a) one that has a unique product line, dissimilar to that of its competitors.

b) one that sells high-priced products that customers comparison shop for.

c) one whose location is part of its trademark.

d) one located in an incubator.

Answer b
(Near Competitors 
Page 520)

36. Generally speaking, the one location that most small businesses have difficulty surviving in and therefore should avoid is:

a) a power center.

b) among competitors.

c) in outlying areas.

d) a central business district.

Answer c
(Outlying Areas 
Page 520)

37. The advantage to locating near competitors is found in the:

a) Consumer behavior

b) To keep an eye on the competitor

c) Localize all similar businesses close to each other

d) Make it easy for hiring

Answer a
(Near Competitors 
Page 520)

38. Outlying locations become a distinct disadvantage when:

a) potential customers cannot find your location.

b) if they believe that there is no overriding reason to travel to your location.

c) if they fear for their safety either at your location or on the way to and from your location.

d) all of the above.

Answer d
(Outlying Areas 
Page 520)

39. As the service economy has grown, a business location being used more and more by service businesses is:

a) the industrial park.

b) home.

c) central business districts.

d) outlying areas.

Answer b
(Home-based Business 
Page 521)

40. Some cities develop ______ in cooperation with private industry for the benefit of manufacturers.

a) incubators

b) central business districts

c) industrial parks

d) high visibility locations

Answer c
(The Location Decision for Manufacturer 
Page 521)

41. Originally created to encourage companies to locate in economically depressed areas, _____ offer tax breaks and federal tax breaks for hiring workers living in the immediate area.

a) industrial parks

b) small business incubators

c) trade zones

d) empowerment zones

Answer d
(The Location Decision for Manufacturer 
Page 522)

42. Incubator facilities are established in order to:

a) enhance economic development and diversify the local economy.

b) revitalize central business districts.

c) centralize types of businesses and provide tax breaks to those businesses.

d) encourage businesses to locate in economically depressed areas of a city.

Answer a
(Business Incubator 
Page 523)

43. To ensure that a building will accommodate expansion plans, a new business should: 

a) plan space requirements for one to two years into the future and update the plans every six months.

b) build, buy, or lease facilities that are 50–100% too big for their current operations.

c) buy or lease facilities that had the same type of business in them previously.

d) always build a new facility.

Answer a
(Size 
Page 524)

44. When evaluating existing buildings, retailers:

a) need to find the lowest cost per-square-foot possible due to the need for maximum display space.

b) should locate in store space previously occupied by a similar type of business.

c) should recognize that the store’s appearance and layout create an image for the customer of the business.

d) can discount the interior appearance of the building if it has a strong exterior appeal.

Answer c
(Construction and External Appearance 
Page 525)

45. Entrances should invite entry. The way to accomplish this is to:

a) have large doors and attractive displays set back from the doorway that can lure customers into the store.

b) offer discounts.

c) have displays as close to the entry of the store as possible.

d) have a big sign to attract customers.

Answer a
(Entrances 
Page 526)

46. The Americans with Disabilities Act of 1990 requires that:

a) businesses with more than 25 employees comply fully with the Act by June 1993.

b) all buildings be remodeled to accommodate any disabled customer or employee.

c) all businesses must accommodate all disabled customers or job candidates, regardless of the cost.

d) buildings occupied after January 23, 1993 must be designed to accommodate disabled customers and job candidates.

Answer d
(The Americans with Disabilities Act 

Page 526)

47. Signs are important to the small business owner because they:

a) grow in effectiveness the longer they are in place.

b) are easy to use and to change.

c) provide the maximum space for relatively complex messages.

d) are a medium that is not subject to regulation, thereby permitting maximum flexibility.

Answer b
(Signs

Page 528)

48. The science of adapting work and working conditions to complement employees and to suit customers is called:

a) physiology.

b) ergonomics.

c) layout design.

d) kinesiology.

Answer b
(Interiors 
Page 529)

49. When planning store, office, or plant layouts, business owners too often focus on __________, rather than enhancing employees’ produc​tivity or maximizing sales.

a) construction schedules.

b) choosing an architect or designer.

c) mini​mizing costs.

d) none of the above.

Answer c
(Interiors 
Page 529)

50. When evaluating the floors, walls, and ceilings in a retail store, the small business owner should:

a) look for dark colored ceilings that both conserve energy and project a cool feeling.

b) strive for a light and bright interior.

c) look for bare functional walls that can be recovered at the owner's expense.

d) emphasize function over attractiveness.

Answer b
(Lights and Fixtures 
Page 531)

51. For retailers, lighting:

a) is used to attract customers to a specific display.

b) is an expensive investment.

c) has little impact on the overall appearance of the business.

d) requires the same considerations as for manufacturers.

Answer a
(Lights and Fixtures 

Page 531)

52. The best way to determine where to place merchandise, what a store’s “hot” and “cold” spots are, is to:

a) conduct a kinesiology study.

b) hire a market research firm to study your business.

c) conduct focus groups with former customers.

d) simply observe customers in the store.

Answer d
(Layout for Retailers 

Page 531)

53. A/An ____ layout arranges displays in a rectangular fashion with parallel aisle. It is a formal layout that controls the traffic flow through the store.

a) free-form

b) grid

c) angled

d) boutique

Answer b
(Layout for Retailers 
Page 531)

54. The typical grocery store uses a/an _____ layout.

a) grid

b) free-form

c) boutique

d) arcade

Answer a
(Layout for Retailers 
Page 531)

55. A/An ____ layout has the advantage of creating a relaxed, friendly shopping atmosphere encouraging shoppers to linger and increasing the number of impulse purchases.

a) free-form

b) grid

c) angled

d) boutique

Answer a
(Layout for Retailers 
Page 532)

56. A/An ____ layout divides a store into a series of individual shopping areas, each with its own theme. This layout can create a distinctive image for a business.

a) free-form

b) grid

c) angled

d) boutique

Answer d
(Layout for Retailers 
Page 532)

57. The boutique layout is commonly used in:

a) supermarkets.

b) self-service stores.

c) small department stores.

d) stores with a high number of impulse goods.

Answer c
(Layout for Retailers 
Page 532)

58. The value of the floor space in a retail store depends upon:

a) the merchandise in that area.

b) the type of store and customer.

c) the number of salespeople servicing the area.

d) its proximity to aisles and entrances.

Answer d
(Layout for Retailers 
Page 532)

59. Which of the following statements concerning store layout is true?

a) Most shoppers turn left upon entering the store and go around it in a clockwise fashion.

b) Most shoppers turn right upon entering a store and move around it in a counterclockwise fashion.

c) Most shoppers move directly to the back of the store and work their way to the front door.

d) There is no predominate pattern for shoppers viewing merchandise in a retail store.

Answer b
(Layout for Retailers 
Page 533)

60. Approximately ____ of a store's customers will go more than halfway into the store.

a) one-fourth

b) one-half

c) one-third

d) three-fourths

Answer a
(Layout for Retailers 
Page 535)

61. What is the 40-30-20-10 Rule in retailing?

a) It is a formula for figuring who your best and worst customers are.

b) It is a formula for calculating the ratio of expenditures on signage, displays, advertising, and interior decorating.

c) It is an expression of the decline of the value of store space as you move front to back in the store.

d) It is the percentage of customers who move straight into a store, go right, go left, and leave before fully entering.

Answer c
(Layout for Retailers 
Page 537)

62. Manufacturing layout decisions take into consideration:

a) customer buying behavior, the types of product sold, and the physical dimensions of the building.

b) the product, the process, the facility, and key economic considerations.

c) the status of the building; built, bought, or leased and the type of product sold.

d) the employees, the customer, and the mechanical process used to produce the product.

Answer b
(Layout for Manufacturers 
Page 539)

63. The manufacturing layout that arranges workers and equipment according to sequence of operation and is best suited for highly standardized or mass-produced products is called:

a) process layout.

b) fixed-position layout.

c) function layout.

d) product layout.

Answer d
(Layout for Manufacturers 
Page 539)

64. A product layout has the disadvantage of:

a) a high fixed investment in specialized equipment.

b) the highest materials costs with lower productivity.

c) being harder to schedule and monitor.

d) dividing the work area into separate operations that are highly independent with a duplication of equipment.

Answer a
(Types of Manufacturing Layouts 
Page 539)

65. The manufacturing layout that groups workers and equipment according to the general function performed, and that works best with short production runs or when there are considerable variations in the finished product, is called:

a) process layout.

b) fixed-position layout.

c) function layout.

d) product layout.

Answer a
(Types of Manufacturing Layouts 
Page 540)

66. A process layout would be best fitted to:

a) an automobile assembly plant.

b) an oil refinery.

c) a manufacturer of handmade metal gifts.

d) a textbook publishing plant.

Answer c
(Types of Manufacturing Layouts 
Page 540)

67. When manufacturing large, bulky products, it is sometimes necessary to bring the materials to a specific spot and do the assembly in one place.  This type of layout is know as a:

a) process layout.

b) fixed-position layout.

c) function layout.

d) product layout.

Answer b
(Types of Manufacturing Layouts 
Page 540)

68. The starting point for designing a layout is:

a) creating a detailed layout design showing the space relationships.

b) discovering the single best flow for the manufacturing process.

c) arranging the equipment and materials stocking areas in the proper sequence.

d) determining how and in what sequence product parts or service tasks flow together.

Answer d
(Types of Manufacturing Layouts 
Page 540)

69. Designing layouts ergonomically and seeking to automate product flows can result in:

a) reducing the owner’s initial capital outlay in starting the business.

b) lowering the high initial fixed costs of starting a business.

c) eliminating the need for a layout plan for the business.

d) improving productivity and lowering material handling costs.

Answer d
(Types of Manufacturing Layouts 
Page 541)

70. When considering building over buying or leasing, the small business owner:

a) needs to weigh the facility’s ability to attract sales and reduce operating costs against the high initial fixed investment.

b) must remember that there is little savings in operating costs or utilities.

c) should include the cost of building in the initial estimates of capital needs and the break-even point of the business.

d) does not need to create a layout plan if he/she decides to build.

Answer c
(Build, Buy, or Lease? 

Page 541)

71. The decision to buy a facility means that the small business owner:

a) needs the same outline of facility requirements as he/she would if building.

b) has greater mobility than leasing because it is easier to sell property than break a lease.

c) will have a smaller initial capital outlay than leasing because the building will collateralize the construction loan, while a lease requires a large down payment.

d) is limited in the amount and number of changes that can be made in the building.

Answer a
(The Decision To Buy 

Page 542)

72. The major advantage of leasing is:

a) unlimited ability to remodel.

b) there is no large initial cash outlay required.

c) more favorable consideration by lenders when seeking start-up capital.

d) not needing a facility’s requirement plan or a layout plan.

Answer b
(The Decision To Lease
Page 542)

73. The intangibles that an entrepreneur can deter​mine only by visiting a particular city is:

a) the degree of compatibility a business has with the surrounding community.

b) quality of life.

c) both (a) and (b).

d) neither (a) nor (b).

Answer c
(Compatibility with the Community, Quality of Life 

Page 512)

74. Most businesses have found that making reasonable accommodations for customers and employees have proven to:

a) create a more pleasant environment 

b) have attracted new customers

c) have attracted qualified employees

d) all of the above

Answer d
(The Americans with Disabilities Act 

Page 526)
75. Using GIS program, an entrepreneur can:

a) learn about different population densities

b) get the mailing list for sending direct mail campaign

c) download data from government sites

d) All of the above

Answer a
(Selecting the Region

Page 500)

76. Some of the key issues when exploring a state of a business would be:

a) Laws

b) Regulations

c) Taxes

d) All of the above

Answer d
(Selecting the State 
Page 504)
77. Which of the following statement is correct?

a) The more specialized the business or the greater the relative cost of transporting the product to the customer, the more important proximity to the market is.
b) The less specialized the business or the greater the relative cost of transporting the product to the customer, the more important proximity to the market is.
c) The more specialized the business or the greater the relative cost of transporting the product to the customer, the less important proximity to the market is.
d) None of the above
Answer a
(Selecting the State 
Page 505)
78. The ______ of products and materials, their ______ of transportation, and their ______ functions all interact in determining how close a business needs to be to its sources of supply.

a) Cost, value, unique

b) Value, cost, unique

c) Value, price, cost

d) Cost, cost, unique

Answer b
(Selecting the State 
Page 505)
79. Two distinct factors are important for entrepreneurs analyzing the labor sup​ply in a potential location: 
a) cost of transportation and minimum wage

b) the number of workers available in the area and their level of edu​cation, training, and experience. 
c) Minimum wage in the area and the labor’s level of education, training and experience
d) Minimum wage and the number of workers available in the area

Answer b
(Selecting the State 
Page 505)
80. A major factor that could increase the wage rate in an area would be:

a) Federal withholding taxes

b) Social security and Medicare Taxes

c) Unions

d) FICA

Answer c
(Selecting the State 
Page 505)
81. Entrepreneurs must evaluate the impact of which of the following?

a) Sales tax

b) Property taxes

c) Specialized taxes

d) All of the above

Answer d
(Selecting the State 
Page 507)
82. Joe wanted to start an outside café in his neighborhood.  When he started the construction, the building department made him to stop since he was not in accordance to the local zone.  What would be the best option for Joe:

a) He should quit and consider another location

b) He could have the subcontractors to complete the café at night so the building department will not be around.

c) Joe could appeal to the local zoning commission

d) Joe should hire an attorney and sue the city for the money he has spend thus far.

Answer c
(Local laws and regulations 
Page 512)
83. When considering a location, the business owner should consider:

a) Police and fire protection

b) Public services

c) Location’s reputation

d) All of the above

Answer d
(Selecting the State 
Page 504)
84. Which of the following variables influences a retail trading area?

a) Local attitude

b) Local cultural

c) Local barriers

d) All of the above

Answer d
(Trade Area Size 
Page 515)
85. Advantages of a downtown location are is:

a) Some CBDs are characterized by intense com​petition, high rental rates, traffic congestion, and inadequate parking facilities. 
b) In addition, many cities have experienced difficulty in preventing the decay of their older downtown busi​ness districts as a result of "mall withdrawal." 
c) They benefit from the traffic generated by the other stores clustered in the district. 
d) None of the above
Answer c
(Location Options for Retail and Service Businesses 

Page 515)
86. Which of the following statement is true in determining the cost of a store in a shopping center or a mall?

a) There should a good fit with other products and brands sold in the mall or center.

b) A business owner must consider the types of companies will be occupying as tenants.

c) Vacancy rate is important.

d) All of the above

Answer d
(Shopping Centers and Malls

Page 519)
87. A __________ is a specially designated area that allows resident companies to import materials and components from foreign countries; as​semble, process, package, or manufacture them; and then ship finished products out while in​curring low tariffs and duties or, in some cases, paying no tariffs or duties at all.

a) Local Trade Zone

b) Duty Free Zone

c) Foreign Trade Zone

d) All of the above

Answer c
(Foreign Trade Zone 
Page 522)
88. A customer typically gets clues about a business’s image through:

a) Exterior architectural style

b) Exterior signs and color

c) General appearance

d) All of the above

Answer d
(Construction and External Appearance 
Page 525)
True or False Questions

89. Site selection begins with considering what city in which to locate and then broadening the search to consider the region and state.


Answer F
(Introduction 
Page 499)

90. The first phase in selecting a location is determining what regions of the country are experiencing substantial growth.

Answer T
(The Logic of Location: From Region to State to City to Site 

Page 499)

91. A variance is a special ex​ception to a zoning ordinance.

Answer T
(Local Laws and Regulations 

Page 512)
92. The Zip Code Atlas and Market Planner provide detailed information on sales, spendable income, etc., by census region, county, and city.

Answer F
(Selecting he Region 
Page 500)

93. While GIS software allows a business owner to plot his/her existing customer base on a map, it does not provide zip code information.

Answer F
(Selecting the Region 
Page 500)

94. The U.S. Census Department's "TIGER" file is a computerized map of the entire United States that gives entrepreneurs the power to pinpoint existing and potential customers.

Answer T
(Selecting the Region 
Page 500)
95. The less specialized the firm, the greater the importance of proximity in the location decision.

Answer F
(Selecting the State 
Page 504)

96. When analyzing the labor supply, a small service business is only concerned with the level of education and training of the labor force in the area.  

Answer F
(Labor Supply 

Page 505)

97. When selecting a city, a small business owner needs to ask questions about the wage rates, the business climate, and proximity to markets and raw materials, in order to properly analyze the city.

Answer F
(Selecting the City 
Page 508)

98. The trends or shifts in population components, such as population age, have more meaning for the small business owner than total population trends.

Answer T
(Selecting the City 
Page 508)

99. To calculate the IRS, a retailer needs to know the number of customers in the area, the retail expenditures for his/her product, and the total square feet of space allocated to selling his/her kind of product in the trading area.

Answer T
(Trade Area Size 
Page 515)

100. For many businesses, especially manufacturers, storage space is a primary force in choosing location.

Answer F
(Costs 

Page 512)

101. Local laws, zoning regulations and building codes can affect the location to be chosen depending on the type of business and its particular requirements.

Answer T
(Local Laws and Regulations
 
Page 512)

102. Criteria for a "good location" are universal and apply to all types of small businesses. 

Answer F
(The Final Site Selection

Page 514)

103. One element of the location decision common to all businesses is the need to locate where customers wish to do business.

Answer T
(The Final Site Selection 
Page 514)

104. The three factors that influence the size of the retail trading area are: type and price of products, type of the business, and the demographics of the area.

Answer F
(Trade Area Size 
Page 515)

105. When doing a traffic count, the total number of shoppers passing by is the critical factor in evaluating the site.

Answer F
(Customer Traffic 
Page 517)

106. Central business districts have convenient and safe parking.

Answer F
(Central Business District 
Page 518)

107. When in doubt, shopping centers are always a wise location for a small business to choose.

Answer F
(Shopping Centers and Malls 

Page 519)

108. The typical neighborhood shopping center contains from 3 to 12 stores, with a supermarket or drug store as its “anchor.”

Answer T
(Shopping Centers and Malls - Neighborhood or lifestyle shopping centers 
Page 519)

109. It is critical for all retail and service businesses to be located as far from competitors as possible.

Answer F
(Near Competitors 
Page 520)

110. A power center combines the drawing strength of a large regional mall with the convenience of a neighborhood shopping center.  

Answer T
(Power Centers 
Page 519)

111. Home-based businesses represent nearly 50% of all newly created small businesses.

Answer F
(Home-Based Business 
Page 521)

112. Zoning is a significant concern for the choice of location by manufacturers.

Answer T
(Chapter Summary 
Page 543)

113. A foreign trade zone is a specially designed area that allows resident companies to import from foreign countries what they need to do their business and ship finished products out with minimal tariffs, etc.

Answer T
(Foreign Trade Zone 
Page 522)

114. An “incubator” is a facility with low rent that permits start-up small businesses to share resources.

Answer T
(Business Incubators 
Page 523)

115. The purpose for establishing incubators is enhancing economic development while grouping similar types of businesses into a consolidated economy.

Answer F
(Business Incubators 
Page 523)

116. Poorly planned layouts undermine employee productivity and create organizational chaos.

Answer T
(Size 
Page 524)
117. New businesses should only plan or buy the space for which they have immediate need, to conserve cash.
Answer F
(Size 
Page 524)

118. A store's external appearance plays an insignificant role in identifying its personality to customers.  

Answer F
(Construction And External Appearance 
Page 525)

119. The Americans with Disabilities Act requires all companies to make their facilities accessible to disabled customers and employees.

Answer F
(Americans with Disabilities Act 
Page 526)

120. Any company with 15 or more employees and any buildings occupied after January 25, 1993 must comply with the Americans with Disabilities Act.

Answer T
(Americans with Disabilities Act 
Page 526)

121. The key to determining what needs to be accessible is to determine what are the “primary function” areas of the business.

Answer T
(Americans with Disabilities Act 
Page 526)

122. Buildings under three stories high or with less than 3,000 square feet per floor do not have to have elevators.

Answer T
(Americans with Disabilities Act 
Page 526)

123. Signs are one of the most expensive and least effective ways available to small businesses for communicating with customers.

Answer F
(Signs 

Page 528)

124. For a sign to be effective, its message must be complete and complex enough to be thought provoking.

Answer F
(Signs
 
Page 528)

125. The functional aspects of a building’s interior are more important than its exterior considerations.

Answer F
(Interiors 
Page 529)

126. Changes in office design have a direct impact on workers' job performance, job satisfaction, and ease of communication.

Answer T
(Interiors 
Page 529)

127. When evaluating an existing building's interior, the entrepreneur should pay particular attention to the building's structural components and the suitability for his/her business.

Answer T
(Interiors 
Page 529)

128. Wall coverings are expensive but essential in almost any small business for employee job satisfaction and customer enjoyment.

Answer F
(Interiors 
Page 529)

129. Lighting is an inexpensive investment for improving employee performance and the overall appearance of the business.

Answer T
(Lights and Fixtures 
Page 531)

130. Layout of any retail facility requires the owner's observation and understanding of customers' buying habits.

Answer T
(Layout for Retailers 
Page 531)

131. A grid layout is a formal layout that controls traffic flow through the store.

Answer T
(Layout for Retailers 
Page 531)

132. The boutique layout divides a store into a series of individual shopping areas, each with its own theme.

Answer F
(Layout for Retailers 
Page 531)

133. The primary advantage of a free-form layout is the relaxed, friendly shopping atmosphere it creates.

Answer T
(Layout for Retailers 
Page 531)

134. The free-form layout is the most efficient use of space; merchandise can be changed around freely.

Answer F
(Layout for Retailers 
Page 531)

135. Merchandise purchased on impulse and convenience goods should be located near the front of the store.

Answer T
(Layout for Retailers 
Page 531)

136. Michael Porter defines clustering as: “geographic concentrations of interconnected companies and institutions in a particular field that encompass an array of linked industries and other entities important to competition.”

Answer T
(Competition 
Page 509)

137. When planning the placement of impulse goods, it is important to remember that the average man’s eye level is 62 inches off the ground and the average woman’s is 57 inches.

Answer T
(Layout for Retailers 
Page 531)

138. The wise small retailer doesn’t worry about separating selling and non-selling activities but focuses on the best placement of merchandises within the space available.

Answer F
(Layout for Retailers 
Page 531)

139. In small stores, every portion of the interior space is of equal value in generating sales.

Answer F
(Interiors 
Page 529)

140. The majority of a store's customers go more than halfway into the store.  

Answer F
(Layout for Retailers 
Page 531)

141. The purpose of understanding the value of store space is to ensure proper placement of merchandise.

Answer T
(Layout for Retailers 
Page 531)

142. The farther away an area is from a store's entrance, the lower its value.

Answer T
(Entrances 
Page 526)

143. The most important issue in designing manufacturing is that of minimizing costs.

Answer F
(Layout for Manufacturers 
Page 538)

144. Product layouts have the advantage of maximum flexibility to do customer work and to enhance job satisfaction among employees.

Answer F
(Types of Manufacturing Layouts 
Page 539)

145. The design of a product layout requires the fitting of equipment and workstations needed in the available facilities in the correct sequence.

Answer T
(Types of Manufacturing Layouts 
Page 539)
146. Process layouts, unlike product layouts, require keeping the same operation in the same environment within the manufacturing facility.

Answer F
(Types of Manufacturing Layouts 
Page 539)

147. Process layouts are used where the process flows in a straight line to enable high volume output.

Answer F
(Types of Manufacturing Layouts 
Page 539)

148. The assembly of large products, such as ships or airplanes, is done most efficiently with a fixed position layout.

Answer T
(Types of Manufacturing Layouts 
Page 539)

149. Generally speaking, there is one best layout for any manufacturer. The job of the small business owner is to do sufficient analysis of his/her product and processes to find it.

Answer F
(Analyzing Production Layouts 
Page 540)

150. Lower operating costs can make new construction more economical in the long run than fixing up an existing facility.  

Answer T
(The Decision to Build 

Page 541)

151. One disadvantage of owning the building which houses a business is that the owner may feel tied to one location.

Answer T
(The Decision To Buy 

Page 542)

152. When leasing or buying an existing building, you must be very careful to see that the layout “as is” will suit your needs because modifications can't be made.

Answer F
(The Decision To Buy

Page 542)

153. Buying a building has the advantage of ensuring a positive return on your investment since commercial real estate always appreciates in value.

Answer F
(The Decision To Buy
 
Page 542)

154. Leasing is an attractive option to small businesses that are short on cash.

Answer T
(The Decision To Lease 
Page 542)

155. An entrepreneur can avoid lease nightmares by simply having an experienced attorney review the lease before signing it.

Answer T
(Gaining The Competitive Edge: How to get the best deal on a lease 
Page 537)

156. It is possible that as the lease you will need insurance to cover any damage to the property not just to your inventory.

Answer T
(The Decision To Lease 
Page 542)

157. One disadvantage to leasing is that the building owner does not have to renew your lease when it expires.

Answer T
(The Decision To Lease 
Page 542)

158. Generally speaking most building owners welcome remodeling by the tenant because it will increase the value of the building and must remain once the tenant leaves.

Answer F
(The Decision To Buy 

Page 542)

159. Inadequate police and fire services will be reflected in the cost of the company’s business insurance.

Answer T
(Police and Fire Protection 
Page 513)

160. Locating in a jurisdiction that does not provide public services such as water and sewer services, and trash and garbage collection, will impose higher costs on a business over time.

Answer T
(Public Services 
Page 513)

161. A mall location is no longer a guarantee of success.
Answer T
(Shopping Centers and Malls 

Page 519)
162. Clustering too many businesses of a single type into a small area ultimately will be beneficial to the sales of all tenants.

Answer F
(Shopping Centers and Malls

Page 519)

163. Entrepreneurs locating their businesses at home gain a benefit in setting up the business less costly.

Answer T
(Home-Based Businesses 
Page 521)

164. Enterprise zone is created to encourage companies to locate in economically blighted areas, empowerment zones offer entrepreneurs tax breaks on investments they make within zone bound​aries. 

Answer T
(Enterprise Zones 
Page 523)

165. An Enterprise zone is a specially designated area that allows resident companies to import materials and components from foreign countries; as​semble, process, package, or manufacture them; and then ship finished products out while in​curring low tariffs and duties or, in some cases, paying no tariffs or duties at all.

Answer F
(Enterprise Zones 
Page 523)

166. Many companies, however, have discovered that most office workers need privacy and quiet surroundings to be productive.
Answer T
(Interiors 
Page 529)

167. New lighting systems offer greater flexibility, increased efficiency, and lower energy consumption.
Answer T
(Lights 
Page 531)

Essay Questions
168. How does the entrepreneur choose the region of the country for his/her business?

(The Logic of Location: From Region to State to City to Site 

Page 499)

169. Identify and explain the five criteria a small business owner should consider when selecting the state in which to operate his/her business.

(Selecting the State

Page 504)

170. What factors should the small business owner consider when selecting the city location for his/her small business? What is the index of retail saturation and how does it help a retailer in making this decision?

(Selecting the City 
Page 508)

171. Joe wants to open a retail outlet.  Discuss with him the factors he should consider in conducting a site selection analysis.

(Location Criteria for Retail and Service Businesses 
Page 515)

172. Outline the six areas from which the retailer and service business owner have to choose in locating their stores. What are the advantages and disadvantages of each?

(Location Options for Retail and Service Businesses 
Page 515)

173. What factors influence the choice of location for a manufacturer?

(The Location Decision for Manufacturers 
Page 521)

174. What is a business incubator?  What can an incubator offer an entrepreneur just starting out?

(Business Incubators 
Page 524)

175. List and briefly explain the fundamental considerations in evaluating a building.

(Layout Considerations: Analyzing The Building 
Page 526)

176. What impact has the Americans with Disabilities Act had on small businesses in terms of building location and layout?

(The Americans with Disabilities Act 

Page 531)

177. Discuss the functional aspects of a building’s interior and lighting and their importance to the business.

(Lights and Fixtures

Page 531)

178. What layout options are available to retailers? Explain why you would use each one and give an example of each.

(Layout: Maximizing Revenues, Increasing Efficiency, and Reducing Costs 
Page 531)

179. Describe the basic types of layout available to manufacturers.  Give the advantages and disadvantages of each and an example of each one.

(Factors in Manufacturing Layout 
Page 539)

180. Compare the advantages and disadvantages of building, buying, or leasing the facilities a new business may need.

(Build, Buy, or Lease? 

Page 541)
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