
  

 Quiz: Financing a Business

 Question 1a of 10 ( 1 Types of capital 226734 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Seed capital pays for which of the following?

 

 Choice Feedback

A. Expanding production and advertising budgets

B. Operating expenses for the first year of a new
business

*C. Funding for research and development of a
business idea

Correct! Entrepreneurs need seed capital in
order to fund the initial research and
planning for their business.

D. Competitive wages for high-tech workers

 

Global Incorrect Feedback

The correct answer is: Funding for research and
development of a business idea. Entrepreneurs
need seed capital in order to fund the initial
research and planning for their business.

 Question 1b of 10 ( 1 Types of capital 226735 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Startup capital pays for which of the following?

 

 Choice Feedback

A. Funding for research and development of a
business idea

*B. Operating expenses for the first year of a new
business

Correct! Entrepreneurs need startup capital
to get their business up and running.

C. Expanding production and advertising budgets

D. Competitive wages for high-tech workers

 

Global Incorrect Feedback

The correct answer is: Operating expenses for
the first year of a new business. Entrepreneurs
need startup capital to get their business up
and running.

 Question 1c of 10 ( 1 Types of capital 226736 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following best states the difference between seed capital and
startup capital?

 

 Choice Feedback

*A. Seed capital is for research and planning while
startup capital is for operating expenses.

Correct! Companies need seed capital first
and then startup capital to get up and
running.

B. Seed capital is provided by venture capitalists
while startup capital is provided by banks.

C. Seed capital pays for new employees while
startup capital pays for equipment and inputs.

D. Seed capital is for new businesses while startup
capital is for businesses that are expanding.

 

Global Incorrect Feedback

The correct answer is: Seed capital is for
research and planning while startup capital is
for operating expenses. Companies need seed
capital first and then startup capital to get up
and running.

 Question 2a of 10 ( 1 Types of capital 226737 )

 Maximum Attempts: 1

 Question Type: Matching

 Maximum Score: 2

 Question: Match each type of financing with its source.

 Choice Text Correct
Match   Match Text

 A. Venture capital C. Private bank

 B. Angel investment A. Group of investors

 C. Business loan B. Wealthy individual

 
Attempt Incorrect Feedback

1st

 
 Correct Feedback

 Correct!

 

 Global Incorrect Feedback

 
The correct answers are: Venture capital: Group
of investors; Angel investment: Wealthy
individual; Business loan: Private bank.

 Question 2b of 10 ( 1 Types of capital 226738 )

 Maximum Attempts: 1

 Question Type: Matching

 Maximum Score: 2

 Question: Match each type of financing with the method used to obtain it.

 Choice Text Correct
Match   Match Text

 A. Debt financing B. Selling ownership in the company

 B. Equity financing C. Selling shares of stock on the open market

 C. Public offering A. Taking a loan from a bank

 
Attempt Incorrect Feedback

1st

 
 Correct Feedback

 Correct!

 

 Global Incorrect Feedback

 

The correct answers are: Debt financing: Taking
a loan from a bank. Equity financing: Selling
ownership in the company. Public offering:
Selling shares of stock on the open market.

 Question 2c of 10 ( 1 Types of capital 226739 )

 Maximum Attempts: 1

 Question Type: Matching

 Maximum Score: 2

 Question: Match each type of financing with its purpose.

 Choice Text Correct
Match   Match Text

 A. Seed capital C. Investment to achieve high returns quickly

 B. Angel investment B. Funding to get a new business up and running

 C. Venture capital A. Funding for research and development of a business idea

 
Attempt Incorrect Feedback

1st

 
 Correct Feedback

 Correct!

 

 Global Incorrect Feedback

 

The correct answer is: Seed capital: Funding for
research and development of a business idea;
Angel investment: Funding to get a new
business up and running; Venture capital:
Investment to achieve high returns quickly.

 Question 3a of 10 ( 2 Debt financing 226741 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following is a disadvantage of debt financing?

 

 Choice Feedback

A. Paying for the interest on a loan makes it the
most expensive form of financing available.

B. Fluctuations in the currency exchange market can
lead to ballooning interest payments.

C. Securing a loan involves a lot of paperwork and an
extremely lengthy approval process.

*D. Banks are usually unwilling to fund a business in
its early stages of development.

Correct! Banks generally don't want to take
the risk that a business will fail and default
on its debt obligations.

 

Global Incorrect Feedback

The correct answer is: Banks are usually
unwilling to fund a business in its early stages
of development. Banks generally don't want to
take the risk that a business will fail and default
on its debt obligations.

 Question 3b of 10 ( 2 Debt financing 226742 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following best states one of the disadvantages of equity
financing?

 

 Choice Feedback

A. The purchase of productive inputs requires more
than equity financing can yield.

B. Seed capital and startup capital are necessary
before equity can be sold.

*C. Selling stock gives the shareholders some control
over the company.

Correct! Equity financing means the
operators of the business have to answer to
the investors.

D. Equity financing is only possible for large
corporations with a history of high profits.

 

Global Incorrect Feedback

The correct answer is: Selling stock gives the
shareholders some control over the company.
Equity financing means the operators of the
business have to answer to the investors.

 Question 3c of 10 ( 2 Debt financing 226743 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following is an advantage of equity financing over debt
financing?

 

 Choice Feedback

A. Equity financing provides necessary capital more
quickly than a loan.

B. The original partners can maintain total control of
the company.

*C. It's possible to raise more money than a loan can
usually provide.

Correct! By getting investors to buy into the
business, it's possible to raise a lot of
money.

D. Debt financing is reserved for large corporations
with a history of high profits.

 

Global Incorrect Feedback

The correct answer is: It's possible to raise
more money than a loan can usually provide. By
getting investors to buy into the business, it's
possible to raise a lot of money.

 Question 4a of 10 ( 2 Debt financing 226748 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following is generally not required to get a business loan from a
bank?

 

 Choice Feedback

*A. A wealthy startup investor Correct! Bank loans are needed when a
business doesn't have a wealthy investor.

B. A positive operating history

C. An expectation of profits

D. A solid business plan

 

Global Incorrect Feedback

The correct answer is: A wealthy startup
investor. Bank loans are needed when a
business doesn't have a wealthy investor.

 Question 4b of 10 ( 2 Debt financing 226749 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following best describes the purpose of angel capital?

 

 Choice Feedback

A. To enable a reduction of decreasing marginal
utility

*B. To fund companies at the startup stage of
development

Correct! Angel investors generally provide
either seed capital or startup capital.

C. To pay for long-term operating expenses

D. To provide additional bargaining power

 

Global Incorrect Feedback

The correct answer is: To fund companies at the
startup stage of development. Angel investors
generally provide either seed capital or startup
capital.

 Question 4c of 10 ( 2 Debt financing 226750 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following best states the expectations of venture capitalists?

 

 Choice Feedback

A. Slow and steady growth of profits

B. Stable operating history

C. Startup capital already provided

*D. Large returns in a short period of time Correct! Venture capitalists are looking for a
high level of return very quickly.

 

Global Incorrect Feedback

The correct answer is: Large returns in a short
period of time. Venture capitalists are looking
for a high level of return very quickly.

 Question 5a of 10 ( 3 Debt Financing 226751 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following enterprises would be most likely to attract an angel
investor?

 

 Choice Feedback

*A. A brand new database design company
Correct! Angel investors often focus on high-
tech companies that need seed and startup
capital to get going.

B. A struggling national grocery store chain

C. A well-established e-commerce company

D. A large corporation with inexpensive stock

 

Global Incorrect Feedback

The correct answer is: A brand new database
design company. Angel investors often focus on
high-tech companies that need seed and
startup capital to get going.

 Question 5b of 10 ( 3 Debt Financing 226752 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following enterprises would be most likely to attract a venture
capitalist?

 

 Choice Feedback

A. A brand new local bookstore

B. A large corporation with inexpensive stock

*C. A one-year-old e-commerce company
Correct! Venture capitalists like to fund
newer businesses with high growth
potential.

D. A well-established retail chain

 

Global Incorrect Feedback

The correct answer is: A one-year-old e-
commerce company. Venture capitalists like to
fund newer businesses with high growth
potential.

 Question 5c of 10 ( 3 Debt Financing 226753 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following enterprises would be most likely to secure a large
business loan?

 

 Choice Feedback

A. A struggling national grocery store chain

*B. A well-established real-estate developer Correct! Banks generally want a stable
operating history before making a large loan.

C. A one-year-old e-commerce company

D. A small database design company

 

Global Incorrect Feedback

The correct answer is: A well-established real-
estate developer. Banks generally want a
stable operating history before making a large
loan.

 Question 6a of 10 ( 1 Initial public offering 226755 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following happens when a company goes public?

 

 Choice Feedback

A. It starts offering its products for sale in the free
market

*B. It begins selling shares of stock in a public stock
market

Correct! A company goes public with an initial
public offering (IPO) that involves the first
sale of stock to the public.

C. It issues bonds that can be bought by anyone

D. It gets taken over by the federal government

 

Global Incorrect Feedback

The correct answer is: It begins selling shares
of stock in a public stock market. A company
goes public with an initial public offering (IPO)
that involves the first sale of stock to the public.

 Question 6b of 10 ( 1 Initial public offering 226756 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following accurately describes an initial public offering (IPO)?

 

 Choice Feedback

A. The government takeover of a business

B. The establishment of a new business

*C. The first sale of stock to the public
Correct! A company goes public with an initial
public offering (IPO) that involves the first
sale of stock to the public.

D. The beginning of the productive process

 

Global Incorrect Feedback

The correct answer is: The first sale of stock to
the public. A company goes public with an initial
public offering (IPO) that involves the first sale
of stock to the public.

 Question 6c of 10 ( 1 Initial public offering 226757 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following best describes the purpose of an initial public offering
(IPO)?

 

 Choice Feedback

*A. To raise money to fund a company's activities
Correct! An IPO raises money that is used to
pay for operating expenses or an expansion
of the business.

B. To prevent the company from being taken over

C. To allow the government to regulate the
company's activities

D. To give investors a say in the membership of the
board of directors

 

Global Incorrect Feedback

The correct answer is: To raise money to fund a
company's activities. An IPO raises money that
is used to pay for operating expenses or an
expansion of the business.

 Question 7a of 10 ( 2 Initial public offering 226758 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following is one advantage for a company that goes public?

 

 Choice Feedback

A. Management retains control of the company

B. The pressure to make profits is reduced

C. A greater labor pool is available for hire

*D. Money is raised without going into debt

Correct! Going public is a form of equity
financing that involves selling some
ownership in the business rather than taking
a loan.

 

Global Incorrect Feedback

The correct answer is: Money can be raised
without going into debt. Going public is a form
of equity financing that involves selling some
ownership in the business rather than taking a
loan.

 Question 7b of 10 ( 2 Initial public offering 226759 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following is one disadvantage for a company that goes public?

 

 Choice Feedback

A. The company goes deeply into debt.

*B. The pressure to make profits is increased.

Correct! With investors wanting their
investment to pay off, the management of a
company faces stronger pressure to make
higher profits.

C. Workers are able to bargain collectively.

D. Executives are forced to take stock options.

 

Global Incorrect Feedback

The correct answer is: The pressure to make
profits is increased. With investors wanting
their investment to pay off, the management of
a company faces stronger pressure to make
higher profits.

 Question 7c of 10 ( 2 Initial public offering 226760 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following is one disadvantage for a company that goes public?

 

 Choice Feedback

*A. The company faces more government regulations.

Correct! A publicly traded company must
meet more regulations, particularly regarding
the public disclosure of its finances and
operations.

B. Investors don't know about the company's
finances.

C. Stockholders have no control over the
management.

D. Large bank loans become more difficult to obtain.

 

Global Incorrect Feedback

The correct answer is: The company faces more
government regulations. A publicly traded
company must meet more regulations,
particularly regarding the public disclosure of its
finances and operations.

 Question 8a of 10 ( 1 Initial public offering 226761 )

 Maximum Attempts: 1

 Question Type: Ordering

 Maximum Score: 2

 Question: Put the steps in chronological order that a company goes through to make an
initial public offering.

  
Correct Answer:

 1. Disclosure documents are drawn up.
 2. Paperwork is filed with the SEC.
 3. Bankers recruit brokers to sell the stock.

 4. Stock is sold to the public.

 
Attempt Incorrect Feedback

1st

 
 Correct Feedback

 Correct!

 

 Global Incorrect Feedback

 

The correct answer is: 1. Disclosure documents
are drawn up; 2. Paperwork is filed with the
SEC; 3. Bankers recruit brokers to sell the
stock; 4. Stock is sold to the public.

 Question 8b of 10 ( 1 Initial public offering 226762 )

 Maximum Attempts: 1

 Question Type: Ordering

 Maximum Score: 2

 Question: Put the steps in chronological order that a company goes through to make an
initial public offering.

  
Correct Answer:

 1. The company's lawyers prepare to disclose the company's financial position.

 2. The company files its prospectus with the Securities and Exchange Commission.
 3. The company conducts an advertising campaign to hype the company to stock brokers.
 4. The company's stock is sold to the public in a stock exchange.

 
Attempt Incorrect Feedback

1st

 
 Correct Feedback

 Correct!

 

 Global Incorrect Feedback

 

The correct answer is: 1. The company's
lawyers prepare to disclose the company's
financial position; 2. The company files its
prospectus with the Securities and Exchange
Commission; 3. The company conducts an
advertising campaign to hype the company to
stock brokers; 4. The company's stock is sold to
the public in a stock exchange.

 Question 8c of 10 ( 1 Initial public offering 226763 )

 Maximum Attempts: 1

 Question Type: Ordering

 Maximum Score: 2

 Question: Put the steps in chronological order that a company goes through to make an
initial public offering.

  
Correct Answer:

 1. A prospectus is prepared.

 2. The SEC is notified.
 3. Investment bankers are recruited.
 4. Stock is sold to the public.

 
Attempt Incorrect Feedback

1st

 
 Correct Feedback

 Correct!

 

 Global Incorrect Feedback

 

The correct answer is: 1. A prospectus is
prepared; 2. The SEC is notified; 3. Investment
bankers are recruited; 4. Stock is sold to the
public.

 Question 9a of 10 ( 3 Initial public offering 226764 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following factors would be most likely to lead to an unsuccessful
IPO?

 

 Choice Feedback

A. A history of venture capital funding

B. Slow growth in profits

C. An overly optimistic prospectus

*D. Bearish market conditions Correct! When prices in the stock market are
falling, it's difficult to have a successful IPO.

 

Global Incorrect Feedback

The correct answer is: Bearish market
conditions. When prices in the stock market are
falling, it's difficult to have a successful IPO.

 Question 9b of 10 ( 3 Initial public offering 226765 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following factors would be most likely to lead to a successful
IPO?

 

 Choice Feedback

A. Bullish market conditions

*B. A history of good profits
Correct! Investors will respond positively to a
company that has shown good profits in the
past.

C. A risky-sounding prospectus

D. A brand new approach to business

 

Global Incorrect Feedback

The correct answer is: A history of good profits.
Investors will respond positively to a company
that has shown good profits in the past.

 Question 9c of 10 ( 3 Initial public offering 226766 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following factors would be most likely to lead to an unsuccessful
IPO?

 

 Choice Feedback

A. An overly optimistic prospectus

B. Bearish market conditions

*C. A history of debt Correct! A company with a history of debt is
unlikely to be attractive to investors.

D. The use of venture capital funding.

 

Global Incorrect Feedback

The correct answer is: A history of debt. A
company with a history of debt is unlikely to be
attractive to investors.

 Question 10a of 10 ( 3 Initial public offering 226767 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following does not help explain why the Google IPO was
successful?

 

 Choice Feedback

A. Investor confidence in Internet companies was
high

B. The fact that Google was a household name

*C. Google's history of borrowing large sums of money
Correct! Google was a profitable company at
the time of its IPO, so its history of borrowing
to fund its startup wasn't harmful.

D. The size of Google's market share of Internet
searching

 

Global Incorrect Feedback

The correct answer is: Google's history of
borrowing large sums of money. Google was a
profitable company at the time of its IPO, so its
history of borrowing to fund its startup wasn't
harmful.

 Question 10b of 10 ( 3 Initial public offering 226768 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following does not help explain why 800.com canceled its IPO?

 

 Choice Feedback

*A. It needed a lot of money to finance its operations.
Correct! Many businesses require their IPO
to generate a lot of money without this fact
hindering their success.

B. It had never shown a profit.

C. It scheduled its IPO during a bear market.

D. It prepared a prospectus filled with risk warnings.

 

Global Incorrect Feedback

The correct answer is: It needed a lot of money
to finance its operations. Many businesses
require their IPO to generate a lot of money
without this fact hindering their success.

 Question 10c of 10 ( 3 Initial public offering 226769 )

 Maximum Attempts: 1

 Question Type: Multiple Choice

 Maximum Score: 2

 Question: Which of the following helps explain why Google's IPO was successful while
800.com's was not?

 

 Choice Feedback

*A. The timing of Google's IPO was much better as
investor confidence was higher

Correct! 800.com attempted its IPO during a
bull market when conditions weren't good for
a high return on an investment, particularly
in an Internet company.

B. Google used a larger investment banking company
than 800.com did

C. Google's prospectus hid the risks from investors
while 800.com's prospectus admitted the risks

D. The generally low level of stock prices when
Google held its IPO led to more eager buyers

 

Global Incorrect Feedback

The correct answer is: The timing of Google's
IPO was much better as investor confidence
was higher. 800.com attempted its IPO during a
bull market when conditions weren't good for a
high return on an investment, particularly in an
Internet company.
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