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 What to know Learning 
Objective 

1.  Which five states have the most favorable tax systems for small businesses? 9-1 
2.  What are the 5 key factors in determining a good business location?  9-1 
3.  How do zoning ordinances limit the operation of home-based businesses? 9-1 
4.  Why consider starting a business in your hometown? 9-1 
5.  What are business incubators? 9-1 
6.  What is the open-design concept, and what percentage of businesses follow it?  9-2 
7.  How does a home-based business help to increase profits? 9-3 
8.  What is the definition of B2B, B2C and C2C? 9-4 
9.  What is debt? 10-0 
10.  What are assets owed by creditors called? 10-0 
11.  Which equation represents the income statement? 10-1 
12.  How do we calculate net profits? 10-1 
13.  How is each amount on the income statement expressed? 10-1 
14.  Which financial statement is like a snapshot at a specific point of time? 10-2 
15.  What is the time period of current debt vs. long-term debt? 10-2 
16.  What are the 3 categories of cash flow activities? 10-3 
17.  Which financial statement answers the question – “Will the firm have adequate cash flows?” 11-1 
18.  What are the 5 drivers of profit, in order? 11-2 
19.  What is the relationship between projected sales and assets? 11-3 
20.  What is the primary source for equity capital for financing growth? 11-3 
21.  How do seasonal sales impact cash flow, and how often should we forecast? 11-4 
22.  Which planning document is most important in the life of a small company? 11-4 
23.  How do we calculate return on equity? 12-2 
24.  What are the 3 factors that influences the choice between debt and equity financing? 12-2 
25.  What is the core principle of finance stated 2 ways: if return on assets is greater than cost of debt; 

and if return on assets if less than cost of debt. 
12-2 

26.  What is the most common source of equity financing for a small business? 12-3 
27.  Typically friends and family provide what percentage of startup capital beyond the entrepreneur’s 

personal savings? 
12-3 

28.  What is a line of credit? 12-4 
29.  What are the 5 Cs of credit, and which one is vital but not sufficient to receive a loan? 12-4 
30.  What is meant by harvesting? 13-1 
31.  What is a strategic buyer? 13-2 
32.  What is meant by leveraged buy out? 13-2 
33.  In the past acquisitions were often financed with high debt levels - were sometimes called what? 13-2 
34.  What is double taxation? 13-2 
35.  How can a seller be paid when harvesting, and which is preferred? 13-3 
36.  Why do firms primarily sell products to repeat customers? 14-1 
37.  What is CEM – customer experience management? 14-2 
38.  What two things help firms to identify customer service issues?  14-2 
39.  What’s the first step to establish an effective customer service program? 14-2 
40.  Which is a popular place to start with CRM software? 14-3 
41.  What are the 4 stages of consumer decision-making? 14-4 
42.  What is a growth trap? 15-1 
43.  What is a sustainable competitive advantage? 15-2 
44.  How are the competitive advantage life-cycle and the product life cycle different? 15-3 
45.  Which product life cycle stage has maximized profits? 15-3 
46.  What is a trademark and service mark? 15-4 
47.  What are copyrights and patents? 15-6 
48.  What is the difference between merchant middlemen and agents and brokers? 15-7 
49.  What is meant by dual distribution? 15-7 
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