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Chapter 1

Globalisation

True/False Questions

LO 1
Understand the meaning of the term ‘international business’
1.
Globalisation supporters believe that economic policy must carry social responsibility.  

ANS: T
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2.
The globalisation of business brings new opportunities and threats to governments, firms, and individuals.  

ANS: T
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3.
Only manufacturing companies across a wide spectrum of industries are engaging in some forms of globalised operations.
ANS: F
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4.
International business consists of transactions that are devised and carried out across national borders to satisfy the objectives of individuals, companies, and organisations. 

ANS: T
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5.
When considering international business, the basic principles of business still apply, but their applications, complexity and intensity vary substantially.  

ANS: T
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LO 2
Recognise the global links that drive nations and companies to operate across borders

6.
While trade was conducted internationally in the past, it was not at the level or with the same influence on nations, companies and individuals as it has now achieved.
ANS: T
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7.
International business is a relatively recent phenomenon.  

ANS: F
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8.
Most globalisation activity today is initiated by small to medium size enterprises.  

ANS: F
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9.
Service firms do not play a larger role in international business.  

ANS: F
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10.
The United States has been a world debtor since 1985.  

ANS: T
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11.
Transportation links and internet access only allow businesses from different countries to meet or otherwise interact with relative ease.
ANS: F
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LO 3
Understand Asia’s position in international trade and investment
12.
Asia has accounted for more than half of the world’s growth since 2001, and its current contribution to the increase in the world’s gross domestic product (GDP) is 75% of that of the USA.
ANS: F
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13.
In addition to increased GDP contributions, Asia has always experienced trade surplus, mainly due to its lower costs.
ANS: T
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14.
The United States has seen its share of exports increase in recent decades while its share of imports has significantly decreased.  

ANS: F
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LO 4
consider the effects of global concerns about uncertainty, risk and terrorism on international business
15.
Directly or indirectly, virtually all business activities were affected by the events of September 11 terrorist attacks.


ANS: T
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16.
Outage, collaboration, competition, vulnerability and connections are the five key dimensions that characterise the changes in global environment.

ANS: F
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17.
The September 11 attacks have led to a changed global environment best characterised on five key dimensions: vulnerability, outrage, competition, politics, and connection.


ANS: F
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LO 5
Appreciate the opportunities and challenges offered by international business
18.
Of all markets, capital markets are the most liberalised in the age of globalisation.
ANS: F
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19.
Globalisation has led to a high level of migration.
ANS: T
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20.
As much as globalisation is tearing down barriers, language differences occasionally still create problems for companies and individuals who seek to globalise.


ANS: T
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Multiple Choice Questions

LO 1
Understand the meaning of the term ‘international business’

1.
Which of these is NOT a belief held by critics of globalisation?

a.
It relieves the massive debts of developing countries.

b.
It increases the wealth of corporations.

c.
It increases the wealth of investors.

d.
It ignores human rights abuses.

e.
It ignores environmental pollution.

ANS: 
a
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2.
All of the following are true of globalisation EXCEPT

a.
globalisation relieves the massive debts of developing countries.

b.
globalisation spoils the environment.

c.
globalisation increase the wealth of corporations.

d.
globalisation increases the wealth of investors.

e.
globalisation ignores human rights.

ANS: 
a
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3.
Which of these is NOT a disadvantage of globalisation, according to the critics? 

a.
Human rights abuses

b.
Environmental destruction

c.
Environmental pollution
d.
Wealth enhancement for corporations and investors at the expense of the poor

e.
Increased education for the poor

ANS: 
e
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4.
Since the mid-twentieth century, the growth of international trade and investment has been _______ than the growth of domestic economies.

a. 
slower
b. 
barely slower
c. 
faster
d. 
the same
e. 
barely faster
ANS: 
c
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5.
Service firms are increasingly part of the international scene.  Which of these is not a service firm?

a. Consulting firm

b. Insurance firm

c. Software company

d. Automobile manufacturing company

e. University

ANS: 
d
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6.
International business facilitates the mobility of which of these factors of production?

Land and labour
Capital and land

Land and entrepreneurial skills

Labour and capital

Due to global laws, factors of production cannot be moved across borders.

ANS: 
d

PAGE: 7
7.
International business is important to consumers because it

a. protects domestic marketers.

b. protects the consumers from fraud.

c. can permit lower prices.

d. allows westernisation of values.

e. offers jobs to consumers.

ANS: 
c
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8.
By definition, international business consists of: 
a.
focusing on short-term rather than long-term profit because international trade is very risky and unstable

b.
transactions that are devised and carried out across national borders to satisfy the objectives of individuals and companies.
c.
adaptation to different laws and cultures in the context of meeting consumers’ needs

d.
following identical procedures in foreign and domestic markets

e.
translating any pertinent product information on instructions to the appropriate language

ANS: 
b
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9.
Direct foreign investment includes ________.

a.
wholly owned subsidiaries

b.
exports

c.
imports

d.
turnkey operation

e.
bartering

ANS: 
a
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10.
All of the following are questions an international business executive might face EXCEPT

a. How will our idea, good or service fit into the international market?

b.
Which government should we listen to and which one to ignore?

c.
Should I obtain my supplies domestically or from abroad?

d.
What product adjustments are necessary to be responsive to local conditions?

e.
Should we enter the market through trade or through investment?

ANS: 
b
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11. 
Which of these highlight the differences between domestic and international business?

a. 
Transactions are handled in credit as opposed to cash.

b. 
Licensing and franchising are included in business.

c. 
Management contracts are in a different language.

d. 
Transactions are across national borders.

e. 
Employees are multilingual.

ANS: 
d
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12.
All of the following are issues an international business executive might face EXCEPT: 

a.
how will our ideas fit into the domestic market?

b.
should we enter a market through trade or investment?

c.
should we obtain supplies domestically or from abroad?

d.
what product adjustments will be necessary to be responsive to local market conditions?

e.
what threats from global competition should be expected and how can these threats be counteracted?

ANS: 
a
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LO 2
Recognise the global links that drive nations and companies to operate across borders
13.
________ are central to the well-being of the global community.

a.
World trade and investment

b.
Communism and socialism

c.
Democracy and theocracy

d.
Ethnocentrism and self-reference criterion

e.
None of these

ANS:
a
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14.
In the past 30 years, the volume of international trade in goods and services has expanded about: 

a. 80%
b. 150%
c. 200%
d. 300%
e. 350%
ANS: 
c
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15.
Companies that invest in countries around the globe are referred to as:
a.
domestic corporations.

b.
multinational corporations.

c.
homeland corporations.

d.
host-driven corporations.

e.
transactional companies.

ANS:
b
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16.
With regards to composition of trade, more recently there has been a shift from 

a. 
service to manufacturing.

b. 
primary commodities to manufacturing.

c. 
service to primary commodities.

d. 
manufacturing to primary commodities.

e. 
manufacturing to service.

ANS: 
e
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17.
_______ is the ratio of primary commodities to manufactured goods and services in a country’s trade.

a. Composition of trade

b. GNP

c. GDP

d.
Microeconomics

e.
Macroeconomics

ANS:
a
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LO 3
Understand Asia’s position in international trade and investment

18.
Total monetary value of goods produced and services provided by a country over a one-year period is called

a. GNP.

b. GDP.

c. GNC.

d. NPV.

e. CPV.

ANS:
b
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19.
The term Macroeconomic level refers to:

a. The impact of firms on individual markets.

b. The level at which trading relationships affect individual markets.

c. The role of government in reducing budget surpluses.

d. The role of government in reducing trade deficits.

e. None of the above.

ANS: 
b
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20.
Which of the following is the level at which trading relationships affect individual markets?

a. Microeconomic level

b. GNP

c. Composition of trade

d. Macroeconomic level

e.
NPV

ANS:
d
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21.
U.S. international business outflows are important on the macroeconomic level in terms of 

a. balancing the trade account.

b. helping firms achieve economies of scale.

c. adding number of potential customers for firms.

d. lower priced goods for consumers

e. improved learning curve for businesses.

ANS: 
a
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22.
The difference between the term ‘FDI stock’ and ‘FDI flow’ has to do with:

a. time variables. 

b. political variables.

c. economic variables.

d. cultural variables.

e. strategic variables.

ANS: 
a
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23.
The level of business concerns that affect an individual firm or industry is referred to as

a. 
GNP.

b. 
macroeconomic level.

c. 
composition of trade.

d. 
GDP.

e. 
microeconomic level.

ANS:
e
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24. 
The following three ratios: foreign assets to total assets, foreign sales to total sales and foreign employment to total employment are referred to as:

a. 
GNI.

b. 
FDI.

c. 
NIT.

d. 
TNI.

e. 
GDP.

ANS: d 

PAGE: 18

LO 4
consider the effects of global concerns about uncertainty, risk and terrorism on international business
25.
Which of the following is not a key dimension that best characterises the changes in global environment?

a. 
Outrage

b. 
Collaboration

c. 
Competition

d. 
Vulnerability

e. 
Connections

ANS:
c
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LO 5
appreciate the opportunities and challenges offered by international business
26.
The deregulation of air transport markets has made:

a.
the cost of travel more expensive.

b.
traditional carriers revise their business strategies.

c.
traditional carriers change their brand image.

d.
customers less likely to fly.

e.
none of the above.

ANS: 
b
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27.
Which of the following European countries were more welcoming of cheap imports from China when it officially joined the WTO?
a. 
Italy and Spain

b. 
France and Italy

c.
Germany and France

d.
Netherlands and France

e.
Germany and Netherlands

ANS: e
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28.
Which of the following factors can be attributed to large migration flows in the past few years? 

a. Educational opportunities.
b. Skilled labour.
c. Higher pay.

d. Expatriate assignments.

e. All of the above.
ANS: 
e
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29.
The diversity of languages within countries, across countries and across regions makes language ________ to cross-border activities.
a. a facilitator

b. unimportant

c. an impediment

d. a. and c.

e. a. and b.

ANS:
d
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30.
Which of the following is a benefit of participation in international business?

a.
Wages are lower in exporting firms than non-exporting firms.

b.
Firms can learn from foreign competitors.

c.
Firms are less prepared for foreign competitors.

d.
Firms have no learning curve in international business.

e.
Firms can achieve lower economies of scale than could be attained domestically.

ANS: 
b
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Short Answer Questions

1.
What are some of the arguments against globalisation?

ANS: It is suggested that globalisation might actually widen the gap between the poor and rich nations. Furthermore, globalisation is said to ignore human rights abuses and environmental pollution. In the aftermath of the attacks on the World Trade Centre and the Pentagon in the USA on September 11th 2001, some have argued that globalisation as a root cause of terrorism. All of these criticisms converge to drive a wedge between the developed and the developing world. 
PAGE: 6

2. 
Briefly describe the nature and role of a multinational corporation.

ANS: Multinational corporations are companies that invest and operate in countries around the globe. Many of today’s multinational corporations have business operations and customers in more than one continent. Multinational corporations bring products and services to a country and hence jobs. 
PAGE: 12
3.
Briefly discuss the risks firms face if they do not explore the potential of going global.
ANS: Companies that operate only in the domestic market can no longer ignore the onslaught of foreign competition, which diminishes their domestic market share. Companies in the technology sector, for instance, have seen the prices of their products and their sales volumes drop sharply because of global competition. The steel, automotive and textile sectors of the global economy experience fierce global pressures from abroad. Farmers, too, because of increased competition, trade-restricting government actions and unfair foreign trade practices, have been under siege. These developments demonstrate that it has become virtually impossible to disregard the impact of international business. 
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4. 
Terrorist attacks in countries including the USA, Bali and England, have led to a changed global environment best characterised by five key dimensions.  List these five dimensions.

ANS: The five dimensions are (1) vulnerability, (2) outrage, (3) collaboration, (4) politics, and (5) connection.
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5.
Briefly discuss the key international business factors that are attributed to large migration flows of recent years.

The large migration flows can be attributed to a few key factors including, the inequality of educational factors, the need for skilled labour, the ageing population and labour cost differentials between countries. 
PAGE: 24-25

Essay Questions

1.
Discuss the advantages and disadvantages of globalisation.

ANS: Globalisation is often seen as creating wealth that benefits nations and individuals worldwide.  Globalisation has been credited with providing the essential ingredients of success to entrepreneurs and corporations in developing regions.  However, critics argue that globalisation increases the wealth of corporations and investors at the expense of the poor, ignores human rights abuses and supports dictators, fails to relieve the massive debts of developing countries, and spoils the environment.  
PAGE: 6 – 7
2. 
Discuss the impact international business has had on manufacturing and service industries in the past 30 years.

ANS: International business has brought a global reorientation in production strategies. Only a few decades ago, for example, it would have been thought impossible to produce parts for a car in more than one country, assemble it at one location and sell it in yet other countries around the world. Today however, such global strategies are common. Consumers, union leaders, policy-makers and sometimes even the companies themselves are finding it increasingly difficult to define where a particular product was made, as subcomponents may come from different countries. Companies are also linked to each other through global supply agreements and joint research and development. 

It is not just the production of goods that has become global. Increasingly, service companies are part of the global scene. Consulting companies, insurance companies, software companies and universities are participating to a bigger extent in the international marketplace. Service activities can have cross-national effects as well. For example, weaknesses in some currencies, due to problems in a country’s banking sector, can quickly spill over and affect the currency values of other countries. The deregulation of service industries in some countries, such as air transport or telecommunications, can have a ripple effect on the structure of these industries in other parts of the world. 
PAGE: 13

3. 
Briefly discuss the impact of the deregulation of the aviation market

ANS: Deregulation has made air transport less costly, leading to intense competition between traditional and low-budget airlines. In Europe, Ryanair and Easyjet emerged after the EU deregulated the aviation market. Traditional airlines are caught with a business model that emphasises quality and hence a premium. Attempting to adjust that model to a low-budget model is difficult and doing so will risk diluting the brand name. Increasingly, however, these traditional airlines are setting up low-budget alternatives in order not to lose out on the huge market of low-budget consumers and short-haul travels. For example, in Asia, Qantas and Singapore Airlines have set up Jetstar and Tiger Airways respectively to tackle Asia’s low-budget aviation market. 
PAGES: 22 – 23
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