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Chapter 7
Strategies for Competing in Foreign Markets

Multiple Choice Questions

Why Companies Expand into Foreign Markets


1.
The reasons why a company opts to expand outside its home market include 

A)
gaining access to new customers for the company's products/services. 

B)
spreading its business risk across a wider market base. 

C)
achieving lower costs and enhancing the company’s competitiveness. 

D)
a desire to capitalize on its core competencies and capabilities. 

E)
All of these. 
Answer: E   Page: 208   Learning Objective: 1   Difficulty: Easy   Taxonomy: Knowledge   AACSB: Domestic/Global Economic Environments 

2.
Which of the following is not a typical reason for companies to expand into the markets of foreign countries? 

A)
To gain access to new customers 

B)
To strengthen its capability to employ vertical integration strategies, especially those that involve partial integration (building positions in selected stages of the industry’s value chain

C)
To achieve lower costs and enhance the firm's competitiveness 

D)
To capitalize on company competencies and capabilities 

E)
To spread business risk across a wider geographic market base 
Answer: B   Page: 208   Learning Objective: 1   Difficulty: Medium   Taxonomy: Knowledge   AACSB: Domestic/Global Economic Environments 

3.
Which one of the following is not a reason why a company decides to enter foreign markets? 

A)
To spread business risk across a wider geographic market base 

B)
To capitalize on company competencies and capabilities 

C)
To achieve lower costs and enhance the firm's competitiveness 

D)
To gain economic incentives offered by governments of developing countries wishing to expand industry and job creation 

E)
To gain access to more buyers for the company's products/services
Answer: D   Page: 208   Learning Objective: 1   Difficulty: Medium   Taxonomy: Knowledge   AACSB: Domestic/Global Economic Environments 
The Difference Between Competing Internationally and Competing Globally

4.
A company is said to be an international competitor when 

A)
it competes in a majority of the world's different country markets. 

B)
it has operations on all of the world's major continents. 

C)
it competes in a select few foreign markets and perhaps has only modest ambitions to enter additional country markets. 

D)
it employs an international strategy and competes in 50 or fewer country markets. 

E)
it has 2 or more profit sanctuaries. 
Answer: C   Page: 208 - 209   Learning Objective: 1   Difficulty: Medium   Taxonomy: Knowledge   AACSB: Value Creation 

5.
A company is said to be a global competitor when 

A)
it competes in a majority of the world's different country markets. 

B)
it employs a global strategy.  

C)
it has long range strategic intentions to compete in as many as 50 country markets. 

D)
it competes in 15 or more country markets. 

E)
it sells its products in 50 to 100 or more countries and is expanding its operations into additional country markets annually. 
Answer: E   Page: 208 - 209   Learning Objective: 1   Difficulty: Easy   Taxonomy: Knowledge   AACSB: Value Creation 

6.
The difference between a company that competes "internationally" and a company that competes "globally" is that 

A)
a global competitor operates in “many” country markets and an international competitor operates in just a “few” country markets. 

B)
an international competitor competes in a select few foreign markets (and perhaps has only modest ambitions to enter additional country markets) while a global competitor has or is pursuing a market presence on most continents and is expanding its operations into additional country markets annually. 

C)
an international competitor has a market presence in countries on one continent and a global competitor has a market presence in countries on most all of the world's continents. 

D)
an international competitor has a market presence in a few of the biggest country markets in the world and a global competitor has a market presence in most all of the major country markets of the world. 

E)
an international competitor has an international strategy and a global competitor has a global strategy. 
Answer: B   Page: 208 - 209   Learning Objective: 1   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Value Creation 
Factors that Shape Strategy Choices in Foreign Markets


Cross-Country Differences in Cultural, Demographic, and Market Conditions


7.
Which of the following is not an accurate statement as concerns competing in the markets of foreign countries? 

A)
A multi-country strategy is generally superior to a global strategy. 

B)
There are country-to-country differences in consumer buying habits and buyer tastes and preferences. 

C)
A company must contend with fluctuating exchange rates and country-to-country variations in host government restrictions and requirements. 

D)
Product designs suitable for one country are often inappropriate in another. 

E)
Market growth rates vary from country to country. 
Answer: A   Page: 209 - 210   Learning Objective: 2   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Domestic/Global Economic Environments 

8.
Competing in the markets of foreign countries entails dealing with such factors as 

A)
fluctuating exchange rates, country-to-country variations in host government restrictions and requirements, and country-to-country variations in cultural, demographic, and market conditions. 

B)
important country-to-country differences in consumer buying habits and buyer tastes and preferences. 

C)
whether to customize the company's offerings in each different country market or whether to offer a mostly standardized product worldwide. 

D)
the fact that product designs suitable for one country are sometimes inappropriate in another. 

E)
All of these. 
Answer: E   Page: 209 - 210   Learning Objective: 2   Difficulty: Easy   Taxonomy: Comprehension   AACSB: Domestic/Global Economic Environments 

9.
Competing in the markets of foreign countries generally does not involve which of the following? 

A)
Country-to-country differences in consumer buying habits and buyer tastes and preferences 

B)
Country-to-country variations in host government restrictions and requirements and fluctuating exchange rates 

C)
Whether to customize the company's offerings in each different country market or whether to offer a mostly standardized product worldwide 

D)
In which countries to locate company operations for maximum locational advantage, given country-to-country variations in wages rates, worker productivity, energy costs, tax rates, and the like

E)
Crafting a multicountry strategy that works just as well in one country as in another and that also has the appeal of turning the world market into a mostly homogeneous market
Answer: E   Page: 209 - 210   Learning Objective: 2   Difficulty: Easy   Taxonomy: Comprehension   AACSB: Domestic/Global Economic Environments 

10.
One of the biggest strategic challenges to competing in the international arena include 

A)
how to avoid the risks of shifting exchange rates. 

B)
whether to charge the same price in all country markets. 

C)
how many foreign firms to license to produce and distribute the company's products. 

D)
whether to offer a mostly standardized product worldwide or whether to customize the company's offerings in each different country market to more precisely match the tastes and preferences of local buyers. 

E)
whether to pursue a global strategy or an international strategy. 
Answer: D   Page: 210   Learning Objective: 2   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Domestic/Global Economic Environments 

Gaining Competitive Advantage Based on Where Activities Are Located


11.
One important concern a company has in trying to compete successfully in foreign markets is 

A)
convincing shippers to keep cross-country transportation costs low enough that the company can export its goods to foreign countries cheaply. 

B)
whether it will have to integrate forward into wholesale and/or retail activities in order to gain visibility for its products in foreign countries. 

C)
how it can gain competitive advantage based on where it locates its various value chain activities. 

D)
how to convince local government officials to reduce tariffs on the imports of its goods into their country. 

E)
developing the expertise to avoid the impact of fluctuating exchange rates. 
Answer: C   Page: 210   Learning Objective: 2   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Domestic/Global Economic Environments 

The Risks of Adverse Exchange Rate Shifts

12.
A U.S. manufacturer that exports goods made at its U.S. plants for shipment to foreign markets 

A)
is competitively disadvantaged when the U.S. dollar declines in value against the currencies of the countries to which it is exporting. 

B)
is largely unaffected by fluctuating exchange rates; it would, however, be affected if its plants were in foreign countries. 

C)
becomes more competitive in foreign markets when the U.S. dollar gains in value against the currencies of the countries to which it is exporting.

D)
becomes more competitive in foreign markets when the U.S. dollar declines in value against the currencies of the countries to which it is exporting.

E)
has no interest in whether the dollar grows stronger or weaker versus foreign currencies unless it is competing only against companies located in foreign countries. 
Answer: D   Page: 211   Learning Objective: 2   Difficulty: Hard   Taxonomy: Comprehension   AACSB: Domestic/Global Economic Environments

13.
A European manufacturer that exports goods made at its European plants to the United States 

A)
is competitively disadvantaged when the euro declines in value against the U.S. dollar. 

B)
is largely unaffected by fluctuating exchange rates between the euro and the U.S. dollar; it would, however, be affected if its plants were in the U.S. 

C)
becomes more competitive in the U.S. market when the euro declines in value against the U.S. dollar.

D)
becomes more competitive in European markets when the euro declines in value against the U.S. dollar.

E)
has no interest in whether the euro grows stronger or weaker versus the U.S. dollar unless its chief competitors are other companies located in countries whose currency is also the euro. 
Answer: C   Page: 211   Learning Objective: 2   Difficulty: Hard   Taxonomy: Comprehension   AACSB: Domestic/Global Economic Environments 

14.
A U.S. company that makes all of its goods at a plant in Brazil and then exports the Brazilian-made goods to country markets across the world 

A)
is competitively disadvantaged when the U.S. dollar declines in value against the Brazilian real. 

B)
is competitively advantaged when the Brazilian real declines in value against the currencies of the countries to which the Brazilian-made goods are being exported. 

C)
becomes less competitive in foreign markets when the Brazilian real declines in value against the currencies of the countries to which the Brazilian-made goods are being exported.

D)
is competitively advantaged when the U.S. dollar appreciates in value against the Brazilian real.

E)
is unaffected by changes in the valuation of foreign currencies against the Brazilian real—all that matters to a U.S. company is the valuation of the U.S. dollar against the Brazilian real. 
Answer: B   Page: 211   Learning Objective: 2   Difficulty: Hard   Taxonomy: Comprehension   AACSB: Domestic/Global Economic Environments 

15.
A European-based company that makes all of its goods at a plant in Brazil and then exports the Brazilian-made goods to country markets in many different parts of the world 

A)
is competitively disadvantaged when the euro declines in value against the Brazilian real. 

B)
is competitively disadvantaged when the Brazilian real declines in value against the currencies of the countries to which the Brazilian-made goods are being exported. 

C)
becomes less competitive in foreign markets when the Brazilian real gains in value against the currencies of the countries to which the Brazilian-made goods are being exported.

D)
is competitively advantaged when the euro appreciates in value against the Brazilian real.

E)
has no interest in whether the euro grows stronger or weaker versus the Brazilian real unless its chief competitors are other companies located in countries whose currency is also the euro. 
Answer: C   Page: 211 - 212   Learning Objective: 2   Difficulty: Hard   Taxonomy: Comprehension   AACSB: Domestic/Global Economic Environments 

16.
One of the big risks of competing in foreign markets is 

A)
the extent to which the advantages of exporting goods from a particular country can be wiped out when fluctuating exchange rates result in that country’s currency growing much weaker relative to the currencies of the countries to which the goods are being exported. 

B)
whether the economies of foreign countries will continue to grow at double digit rates.


C)
the fact that some countries have lower wage rates than others. 

D)
the potential for local government officials to reduce tariffs on the imports of its goods into their country. 

E)
the extent to which the advantages of manufacturing goods in a particular country can be wiped out when fluctuating exchange rates result in that country’s currency growing stronger relative to the currencies of the countries where the output is being sold. 
Answer: E   Page: 212   Learning Objective: 2   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Domestic/Global Economic Environments 

17.
The advantages of manufacturing goods in a particular country and exporting them to foreign markets

A)
are largely unaffected by fluctuating exchange rates. 

B)
are greatest when local distributors and dealers in that country can be convinced not to carry products that are made outside the country’s borders. 

C)
can be wiped out when that country’s currency grows weaker relative to the currencies of the countries where the output is being sold. 

D)
are weakened when that country’s currency grows stronger relative to the currencies of the countries where the output is being sold. 

E)
are seriously compromised by the potential for local government officials to raise tariffs on the imports of foreign-made goods into their country.  
Answer: D   Page: 212   Learning Objective: 2   Difficulty: Hard   Taxonomy: Comprehension   AACSB: Domestic/Global Economic Environments 

18.
Which of the following statements concerning the effects of fluctuating exchange rates on companies competing in foreign markets is not accurate? 

A)
Fluctuating exchange rates pose significant risks to a company’s competitiveness in foreign markets. 

B)
The advantages of manufacturing goods in a particular country are largely unaffected by fluctuating exchange rates. 

C)
Exporters win when the currency of the country from which the goods are being exported grows weaker relative to the currencies of the countries that the goods are being exported to. 

D)
The advantages of manufacturing goods in a particular country can be undermined when that country’s currency grows stronger relative to the currencies of the countries where the output is being sold. 

E)
Domestic companies under pressure from lower-cost imports are benefited when their government’s currency grows weaker in relation to the currencies of the countries where the imported goods are being made. 
Answer: B   Page: 212   Learning Objective: 2   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Domestic/Global Economic Environments 

19.
Which of the following statements concerning the effects of fluctuating exchange rates on companies competing in foreign markets is true? 

A)
Fluctuating exchange rates do not pose significant risks to a company’s competitiveness in foreign markets. 

B)
The advantages of manufacturing goods in a particular country are largely unaffected by fluctuating exchange rates. 

C)
Companies that are manufacturing goods in a particular country and are exporting much of what they produce are disadvantaged when that country’s currency grows weaker relative to the currencies of the countries that the goods are being exported to. 

D)
Companies that are manufacturing goods in a particular country and are exporting much of what they produce are benefited when that country’s currency grows weaker relative to the currencies of the countries that the goods are being exported to. 

E)
Domestic companies under pressure from lower-cost imports are hurt even more when their government’s currency grows weaker in relation to the currencies of the countries where the imported goods are being made. 
Answer: D   Page: 212   Learning Objective: 2   Difficulty: Hard   Taxonomy: Comprehension   AACSB: Domestic/Global Economic Environments 

20.
Which of the following statements concerning the effects of fluctuating exchange rates on companies competing in foreign markets is true? 

A)
Fluctuating exchange rates pose significant risks to a company’s competitiveness in foreign markets. 

B)
The advantages of manufacturing goods in a particular country are largely unaffected by fluctuating exchange rates. 

C)
Companies that are manufacturing goods in a particular country and are exporting much of what they produce lose out when that country’s currency grows weaker relative to the currencies of the countries that the goods are being exported to. 

D)
The advantages of manufacturing goods in a particular country improve when that country’s currency grows stronger relative to the currencies of the countries where the output is being sold.  

E)
Domestic companies under pressure from lower-cost imports are hurt even more when their government’s currency grows weaker in relation to the currencies of the countries where the imported goods are being made. 
Answer: A   Page: 212   Learning Objective: 2   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Domestic/Global Economic Environments 
The Impact of Host Government Policies on the Local Business Climate


21.
Which of the following is not a typical host government requirement that affects the operations of foreign companies?

A)
Establishing local content requirement on goods made inside their borders by foreign companies

B)
Having rules and policies that protect local companies from foreign competition

C)
Placing restrictions on exports to ensure adequate local supplies


D)
Requiring foreign companies to use vertical integration to support operations of local companies

E)
Imposing burdensome tax structures and regulatory requirements upon foreign companies doing business within their borders
Answer: D   Page: 212   Learning Objective: 2   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Domestic/Global Economic Environments
The Concepts of Multicountry Competition and Global Competition


22.
Which of the following statements regarding multicountry competition is false? 

A)
One of the features of multicountry competition is that buyers in different countries are attracted to different product attributes. 

B)
With multicountry competition, the power and strength of a company’s strategy and resource capabilities in one country significantly enhance its competitiveness in other country markets. 

C)
One of the features of multicountry competition is that industry conditions and competitive forces in each national market differ in important respects. 

D)
One of the features of multicountry competition is that the mix of competitors in each country market varies from country to country. 

E)
With multicountry competition, rivals battle for national championships and winning in one country market does not necessarily signal the ability to fare well in other countries. 
Answer: B   Page: 213   Learning Objective: 2   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Domestic/Global Economic Environments 

23.
Multi-country competition refers to situations where 

A)
no domestic companies have king-sized market shares and each national market has many competitors. 

B)
competition in one national market is independent of competition in other national markets and, as a consequence, there is strictly speaking no "international or world market." 

C)
domestic rivals pursue focused or market niche strategies and do not compete internationally. 

D)
domestic companies have a competitive disadvantage in competing with foreign rivals that operate in many different countries. 

E)
most competitors operate in more than two country markets but rarely in more than 20. 
Answer: B   Page: 213   Learning Objective: 2   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Domestic/Global Economic Environments 

24.
Multi-country competition is best characterized as a situation where

A)
the competitive arena among rival companies involves several neighboring countries rather than either a single country or the world market as a whole. 

B)
competition is mainly among the domestic companies of a few neighboring countries (five countries at most). 

C)
there are extensive trade restrictions, sharply fluctuating exchange rates, and high tariff barriers in many country markets that work against the formation of a true world market. 

D)
competition among domestic companies predominates and foreign competitors are a minor factor. 

E)
there is no international or global market, just a collection of mostly self-contained country markets. 
Answer: E   Page: 213   Learning Objective: 2   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Domestic/Global Economic Environments 

25.
Which of the following statements regarding global competition is false? 

A)
In global competition, rivals vie for worldwide market leadership.

B)
In globally competitive industries, the power and strength of a company’s strategy and resource capabilities in one country significantly enhance its competitiveness in other country markets. 

C)
In global competition, a firm’s overall competitive advantage (or disadvantage) grows out of its entire worldwide operations. 

D)
In global competition, there’s more cross-country variation in industry conditions and competitive forces than there is in industries where multicountry competition prevails. 

E)
In global competition, many of the same rival companies compete against each other in many different countries, but especially so in countries where sales volumes are large and where having a competitive presence is strategically important to building a strong global position in the industry.  
Answer: D   Page: 213 - 214   Learning Objective: 2   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Domestic/Global Economic Environments 

26.
Which of the following statements regarding multicountry and global competition is false? 

A)
In global competition, rivals vie for worldwide market leadership and the leading competitors compete head-to-head in the markets of many different countries.

B)
In globally competitive industries, a company’s competitive position in one country both affects and is affected by its position in other countries. 

C)
One of the features of multicountry competition is there is greater cross-country variation in market conditions and the nature of the competitive contest among rivals than tends to be the case in globally competitive markets. 

D)
With multicountry competition, the competitive contest is localized, with rivals battling for national market leadership; moreover, winning in one country market does not necessarily signal that a company has the ability to fare well in the markets of other countries. 

E)
In global competition, the size of a firm’s worldwide competitive advantage (or disadvantage) equals the sum of the competitive advantages (or disadvantages) it has in each country market where it competes.
Answer: E   Page: 213 - 214   Learning Objective: 2   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Domestic/Global Economic Environments 

27.
The characteristics of a world market where global competition prevails include 

A)
a market situation where competitive conditions across national markets are linked strongly enough to form a true world market and where leading competitors typically compete head to head in many different countries. 

B)
minor cost variations from country-to-country (as concerns production, distribution, sales and marketing, and other primary components of the industry value chain) and minimal cross-country trade restrictions. 

C)
a competitive environment comprised of so many competitors that no company has a sizable worldwide market share. 

D)
many companies racing for global market leadership, with most contenders using the same basic type of competitive strategy and positioned in the same strategic group. 

E)
low barriers to entry, such a large number of rivals that the actions of any one rival have little impact on the sales and market shares of other rivals, and key success factors that vary from country to country. 
Answer: A   Page: 213 - 214   Learning Objective: 2   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Domestic/Global Economic Environments 

28.
In global competition 

A)
the leading companies compete for having the biggest share of the world market, but only occasionally compete head-to-head in different countries. 

B)
the markets in various countries are part of the world market and competitive conditions across country markets are strongly linked. 

C)
a company's overall market strength is the sum of its market shares in each country market where it has a presence. 

D)
the industry leaders are foreign companies; domestic companies are relegated to runner-up status. 

E)
a firm's overall competitive advantage is determined by the size of the competitive advantage it has in each of its profit sanctuaries. 
Answer: B   Page: 213 - 214   Learning Objective: 2   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Domestic/Global Economic Environments 
Strategy Options for Entering and Competing in Foreign Markets


29.
The generic strategic options for competing in foreign markets include 

A)
global low-cost, global differentiation, global best-cost, and global focus strategies. 

B)
maintaining a national (one-country) production base and exporting goods to foreign markets. 

C)
licensing foreign firms to produce and distribute one's products or to use the company’s technology. 

D)
a custom-tailored country-by-country approach based on meeting the particular needs of particular buyers in each target country. 

E)
All of the above. 
Answer: E   Page: 215   Learning Objective: 3   Difficulty: Easy   Taxonomy: Knowledge   AACSB: Value Creation 

30.
Which of the following is not one of the generic strategy options for competing in the markets of foreign countries? 

A)
A profit sanctuary strategy 

B)
An export strategy 

C)
A global strategy 

D)
A multicountry strategy 

E)
A franchising strategy 
Answer: A   Page: 215   Learning Objective: 3   Difficulty: Easy   Taxonomy: Knowledge   AACSB: Value Creation 

31.
Which of the following are generic strategy options for competing in foreign markets? 

A)
Maintaining a national (one-country) production base and exporting goods to foreign markets 

B)
Global strategies keyed either to low-cost or differentiation 

C)
Franchising and licensing strategies

D)
A multicountry strategy (where a company pursues a custom-tailored country-by-country approach in accordance with local competitive conditions and buyer tastes and preferences) 

E)
All of these. 
Answer: E   Page: 215   Learning Objective: 3   Difficulty: Easy   Taxonomy: Knowledge   AACSB: Value Creation 

32.
Which of the following are not generic strategy options for competing in foreign markets? 

A)
An export strategy and a multicountry strategy

B)
Global strategies keyed either to low-cost or differentiation 

C)
Cross-border transfer strategies and home-field advantage strategies 

D)
Using strategic alliances and joint ventures with foreign competitors as the primary vehicles for entering and competing in foreign markets

E)
Franchising and licensing strategies 
Answer: C   Page: 215   Learning Objective: 3   Difficulty: Medium   Taxonomy: Knowledge   AACSB: Value Creation 
Export Strategies


33.
Using domestic plants as a production base for exporting goods to selected foreign country markets 

A)
can be an excellent initial strategy to test the international waters and learn if attractive market positions can be established in foreign markets. 

B)
can be a competitively successful strategy when a company is focusing on vacant market niches in each foreign country and does not have to compete head-to-head against strong host country competitors. 

C)
can be a powerful strategy since a company can maintain a one-country production base allowing it to capitalize on company competencies and capabilities.

D)
is usually a weak strategy when competitors are pursuing multi-country strategies. 

E)
can be a powerful strategy because a company is not vulnerable to fluctuating exchange rates. 
Answer: A   Page: 215   Learning Objective: 3   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Value Creation 

34.
The advantages of using an export strategy to build a customer base in foreign markets include 

A)
being able to minimize shipping costs, avoid tariffs, and curb the effects of fluctuating exchange rates. 

B)
minimizing risk and capital requirements. 

C)
being cheaper and more cost effective than licensing and franchising. 

D)
being cheaper and more cost effective than a multicountry strategy. 

E)
being more suited  to accommodating local buyer tastes and host government regulations than a global strategy. 
Answer: B   Page: 215   Learning Objective: 3   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Value Creation 

35.
Which of the following is false as concerns use of an export strategy to compete in foreign markets? 

A)
One advantage of an export strategy is the ability to test the international waters before having to commit substantial sums to establishing operations in foreign countries—the amount of capital required to begin exporting is frequently quite minimal.  

B)
Exporting carries the risk of being vulnerable to adverse shifts in currency exchange rates. 

C)
An export strategy is especially well suited to accommodating the different needs and preferences of buyers in different countries. 

D)
An export strategy may allow a company to gain additional scale economies from centralizing production in one or several giant plants. 

E)
An export strategy is disadvantageous when costs in the country where the goods are being manufactured for export are higher than the costs in those locations where rivals have their plants.

Answer: C   Page: 215   Learning Objective: 3   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Value Creation 
Licensing Strategies


36.
The advantages of using a licensing strategy to participate in foreign markets include 

A)
being especially well suited to achieve scale economies.

B)
being able to charge lower prices than rivals. 

C)
enabling a company to achieve first-mover advantages quickly and easily. 

D)
being able to leverage the company's technical know-how or patents without committing significant additional resources to markets that are unfamiliar, politically volatile, economically uncertain, or otherwise risky. 

E)
being able to achieve higher product quality and better product performance than with an export strategy. 
Answer: D   Page: 216   Learning Objective: 3   Difficulty: Easy   Taxonomy: Comprehension   AACSB: Value Creation 
Franchising Strategies


37.
The advantages of using a franchising strategy to pursue opportunities in foreign markets include 

A)
having franchisees bear most of the costs and risks of establishing foreign locations and requiring the franchiser to expend only the resources to recruit, train, and support foreign franchisees. 

B)
being particularly well suited to the global expansion efforts of companies with multicountry strategies. 

C)
allowing a company to achieve scale economies. 

D)
being well suited to companies who employ cross-border transfer strategies. 

E)
being well suited to the global expansion efforts of manufacturers. 
Answer: A   Page: 216   Learning Objective: 3   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Value Creation 
Strategic Alliances and Joint Ventures with Foreign Partners


38.
Strategic alliances, joint ventures, and cooperative agreements between domestic and foreign firms are a potentially fruitful means for the partners to 

A)
enter additional country markets and compete on a more global scale while still preserving their independence. 

B)
gain better access to scale economies in production and/or marketing. 

C)
fill competitively important gaps in their technical expertise and/or knowledge of local markets. 

D)
share distribution facilities and dealer networks, thus mutually strengthening their access to buyers. 

E)
All of these. 
Answer: E   Page: 217   Learning Objective: 3   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Value Creation 

39.
Which of the following is not a potential benefit of strategic alliances or other cooperative arrangements between foreign and domestic companies? 

A)
Gaining wider access to attractive country markets 

B)
Gaining better access to scale economies in production and/or marketing 

C)
Filling competitively important gaps in their technical expertise and/or knowledge of local markets 

D)
Greater ability to employ a global strategy (as opposed to a multicountry strategy) 

E)
Sharing distribution facilities and dealer networks, thus mutually strengthening their access to buyers 
Answer: D   Page: 217   Learning Objective: 3   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Value Creation 

40.
Strategic alliances between domestic and foreign firms are more effective 

A)
in building multiple profit sanctuaries than in forging a mutually supportive global strategy. 

B)
in reducing supply chain costs than in reducing distribution costs. 

C)
in helping establish a new beachhead of opportunity than in achieving and sustaining global market leadership

D)
in helping the partners pursue a multicountry strategy as compared to a global strategy. 

E)
in helping the partners pursue a global strategy as compared to a multicountry strategy. 
Answer: C   Page: 219   Learning Objective: 3   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Value Creation 

41.
Which of the following is not one of the problems and risks of strategic alliances between domestic and foreign firms? 

A)
Overcoming language and cultural barriers 

B)
The amount of time required to build trust, effective communication, and coordination between allies 

C)
Developing mutually agreeable ways of dealing with key issues or differences

D)
Making it harder to pursue a multicountry strategy as compared to a global strategy 

E)
Suspicions about whether allies are being forthright in exchanging information and expertise 
Answer: D   Page: 219   Learning Objective: 3   Difficulty: Hard   Taxonomy: Comprehension   AACSB: Value Creation
Choosing Between a Localized Multicountry Strategy and a Global Strategy

42.
When a company operates in the markets of two or more different countries, its foremost strategic issue is

A)
whether to use strategic alliances to help defeat its rivals. 

B)
whether to vary the company’s competitive approach to fit specific market conditions and buyer preferences in each host country or whether to employ essentially the same strategy in all countries. 

C)
whether to maintain a national (one-country) manufacturing base and export goods to the other countries. 

D)
choosing which foreign companies to team up with via strategic alliances or joint ventures. 

E)
whether to test the waters with an export strategy before committing to some other competitive approach. 
Answer: B   Page: 220   Learning Objective: 3   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Value Creation 
 
43.
A “think local, act local” multicountry type of strategy 

A)
is very risky, given fluctuating exchange rates and the propensity of foreign governments to impose tariffs on imported goods. 

B)
is usually defeated by a “think global, act global” type of strategy. 

C)
becomes more appealing the bigger the country-to-country differences in buyer tastes, cultural traditions, and market conditions. 

D)
is generally an inferior strategy when one or more foreign competitors is pursuing a global low-cost strategy. 

E)
can defeat a global strategy if the “think local, act local” multicountry strategist concentrates its efforts exclusively in those foreign markets which have superior resources.
Answer: C   Page: 220   Learning Objective: 3   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Value Creation 

44.
The strength of a “think local, act local” multicountry strategy is that 

A)
it matches a company's competitive approach to prevailing market and competitive conditions in each country market, country by country. 

B)
each of a company’s country strategies is almost totally different from and unrelated to its strategies in other countries. 

C)
the plants located in different countries can be operated independent of one another, thus promoting greater achievement of scale economies. 

D)
it avoids host country ownership requirements and import quotas. 

E)
it eliminates the costs and burdens of trying to coordinate the strategic moves undertaken in one country with the moves undertaken in the other countries. 
Answer: A   Page: 220   Learning Objective: 3   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Value Creation 

45.
A “think local, act local” multicountry strategy works particularly well when 

A)
host governments enact regulations requiring that products sold locally meet strictly-defined manufacturing specifications or performance standards. 

B)
there are significant country-to-country differences in customer preferences and buying habits. 

C)
diverse and complicated trade restrictions of host governments preclude the use of a uniform strategy from country-to-country. 

D)
there are significant country-to-country differences in distribution channels and marketing methods. 

E)
All of the above. 
Answer: E   Page: 220   Learning Objective: 3   Difficulty: Easy   Taxonomy: Comprehension   AACSB: Domestic/Global Economic Environments 

46.
A “think-local, act local” multicountry strategy entails  

A)
a narrow product line aimed at serving buyers in the same segments of country markets worldwide. 

B)
giving local managers considerable strategy-making latitude and often producing different product versions for different countries. 

C)
aggressive efforts to locate facilities in those country markets which have superior resources.

D)
pursuing strong product differentiation and competing in many buyer segments. 

E)
extensive efforts to transfer a company’s competencies and resource strengths from one country to another so as to keep entry costs into new country markets low. 
Answer: B   Page: 220   Learning Objective: 3   Difficulty: Easy   Taxonomy: Comprehension   AACSB: Value Creation 

47.
In which of the following situations is employing a “think local, act local” multicountry strategy highly questionable? 

A)
When a company wished to transfer competencies and resources across country boundaries and is striving to build a single, uniform competitive advantage worldwide 

B)
When there are significant country-to-country differences in customer preferences and buying habits industry is characterized by big economies of scale and strong experience curve effects 

C)
When the trade restrictions of host governments are diverse and complicated 

D)
When there are significant country-to-country differences in distribution channels and marketing methods 

E)
When host governments enact regulations requiring that products sold locally meet strictly-defined manufacturing specifications or performance standards 
Answer: A   Page: 222   Learning Objective: 3   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Domestic/Global Economic Environments 

48.
The drawbacks of a localized multicountry strategy include 

A)
hindering the use of cross-border coordination of a company’s activities and increasing company vulnerability to adverse shifts in currency exchange rates. 

B)
making it very difficult to take into account significant country-to-country differences in distribution channels and marketing methods. 

C)
making it difficult and costly to be responsive to country-to-country differences in customer needs, buying habits, cultural traditions, and market conditions. 

D)
hindering transfer of a company’s competencies and resources across country boundaries and hindering the pursuit of a single, uniform competitive advantage in all country markets where a company operates. 

E)
being unsuitable for competing in the markets of emerging countries and posing added difficulty in modifying a company’s business model to compete on the basis of low price.
Answer: D   Page: 222   Learning Objective: 3   Difficulty: Easy   Taxonomy: Comprehension   AACSB: Value Creation 

49.
Two drawbacks of a “think local, act local” multicountry strategy are 

A)
that it is especially vulnerable to fluctuating exchange rates and that it can usually be defeated by companies employing cross-border coordination techniques. 

B)
excessive vulnerability to fluctuating exchange rates and having to craft a separate strategy for each country market in which the company competes.

C)
hindering a company’s transfer of competencies and resources across country boundaries (since somewhat different competencies and capabilities are likely to be employed in different host countries) and not promoting the building of a single, unified competitive advantage in all country markets where a company competes. 

D)
greater exposure to both increases in tariffs and restrictive trade barriers and added difficulty in accommodating the diverse trade restrictions and regulatory requirements of host governments. 

E)
not being able to export products manufactured in one country to markets in other countries and being largely unsuitable for competing in the markets of emerging countries. 
Answer: C   Page: 222   Learning Objective: 3   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Value Creation 

50.
A “think global, act global” approach to strategy-making is preferable to a “think local, act local” approach when 

A)
a big majority of the company's rivals are pursuing localized multicountry strategies. 

B)
country-to-country differences are small enough to be accommodated with the framework of a mostly uniform global strategy. 

C)
plants need to be scattered across many countries to avoid high shipping costs. 

D)
market growth rates vary considerably from country to country. 

E)
host governments enact regulations requiring that products sold locally meet strict manufacturing specifications or performance standards. 
Answer: B   Page: 222   Learning Objective: 3   Difficulty: Easy   Taxonomy: Comprehension   AACSB: Domestic/Global Economic Environments 

51.
Which of the following is the most unlikely element of a localized multicountry strategy? 

A)
Granting country managers fairly wide strategy-making lattitude 

B)
Plants scattered across many host countries, each producing product versions for local area markets  

C)
Marketing and distribution adapted to the buying habits, customs, and culture of each host country 

D)
Preference for local suppliers (use of some local suppliers may be mandated by host governments) 

E)
Selling direct to buyers (perhaps via the company’s Web site) to avoid having to establish networks of wholesale/retail dealers in each country market 
Answer: E   Page: 223   Learning Objective: 3   Difficulty: Easy   Taxonomy: Comprehension   AACSB: Value Creation 

52.
A “think global, act global” approach to crafting a global strategy involves 

A)
pursuing the same basic competitive strategy theme (low-cost, differentiation, best-cost, focused) in all countries where the firm does business. 

B)
selling much the same products under the same brand names everywhere and expanding into most, if not all, nations where there is significant buyer demand. 

C)
integrating and coordinating the company's strategic moves worldwide. 

D)
utilizing the same competitive capabilities, distribution channels, and marketing approaches worldwide. 

E)
All of the above.
Answer: E   Page: 223   Learning Objective: 3   Difficulty: Easy   Taxonomy: Comprehension   AACSB: Value Creation 

53.
Which of the following is the most unlikely element of a “think global, act global” approach to crafting a global strategy? 

A)
Minimal responsiveness to buyer tastes, cultural traditions, and market conditions in each country market 

B)
Scattering plants across many countries, with each plant producing product versions for local area markets  

C)
Utilizing the same competitive capabilities, distribution channels, and marketing approaches worldwide

D)
Requiring local managers in host countries to stick close to the chosen global strategy 

E)
Selling much the same products under same brand names worldwide 
Answer: B   Page: 223   Learning Objective: 3   Difficulty: Easy   Taxonomy: Comprehension   AACSB: Value Creation 

54.
The approach of a firm using a “think global, act local” version of a global strategy entails 

A)
producing and marketing a variety of product versions under the same brand name, with each different version being designed specifically to accommodate the needs and preferences of buyers in a particular country. 

B)
little or no strategy coordination across countries. 

C)
pursuing the same basic competitive strategy theme (low-cost, differentiation, best-cost, focused) in all countries where the firm does business but giving local managers some latitude to adjust product attributes to better satisfy local buyers and to adjust production, distribution, and marketing to be responsive to local market conditions. 

D)
selling the company’s products under a wide variety of brand names (often one brand for each country or group of neighboring countries) so that buyers in each country market will think they are buying a locally-made brand. 

E)
selling numerous product versions (each customized to buyer tastes in one or more countries and sometimes branded for each country) but opting to only sell direct to buyers at the company’s Web site so as to bypass the costs of establishing networks of wholesale/retail dealers in each country market. 
Answer: C   Page: 221 - 222   Learning Objective: 3   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Value Creation 

55.
The competitive strategy of a firm pursuing a “think global, act local” approach to strategy-making 

A)
entails little or no strategy coordination across countries. 

B)
usually involves cross-subsidizing the prices in those markets where there are significant country-to-country differences in the product attributes that customers are most interested in. 

C)
involves selling a mostly standardized product worldwide, but varying a company’s use of distribution channels and marketing approaches to accommodate local market conditions.  

D)
is essentially the same in all country markets where it competes but it may nonetheless give local managers room to make minor variations where necessary to better satisfy local buyers and to better match local market conditions. 

E)
involves having strongly differentiated product versions for different countries and selling them under distinctly different brand names (one for each country or group of neighboring countries) so that there will be no doubt in customers’ minds that the product is more local than global. 
Answer: D   Page: 222   Learning Objective: 3   Difficulty: Easy   Taxonomy: Comprehension   AACSB: Value Creation 

56.
The essential difference between a “think global, act global” and a “think global, act local” approach to strategy-making is that 

A)
a “think global, act global” approach entails extensive strategy coordination across countries and a “think global, act local” approach entails little or no strategy coordination across countries. 

B)
the former aims at implementing the same business model worldwide whereas the latter aims at implementing customized business models to better match local market circumstances.

C)
the “think global, act local” approach gives local managers more latitude to make minor strategy variations where necessary to better satisfy local buyers and to better match local market conditions. 

D)
a “think global, act global” approach involves selling a mostly standardized product worldwide whereas a “think global, act local” approach entails selling products that are highly differentiated from country to country. 

E)
a “think global, act global” approach involves selling under a single brand name worldwide whereas a “think global, act local” approach entails utilizing multiple brands (typically one for each different country or group of neighboring countries). 
Answer: C   Page: 221 - 222   Learning Objective: 3   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Value Creation 

57.
Which of the following does not accurately characterize the differences between a localized multicountry strategy and a global strategy? 

A)
A global strategy entails extensive strategy coordination across countries and a multicountry strategy entails little or no strategy coordination across countries. 

B)
A global strategy often entails use of the best suppliers from anywhere in the world whereas a multicountry strategy may entail fairly extensive use of local suppliers (especially where use of local sources is required by host governments). 

C)
A global strategy tends to involve use of similar distribution and marketing approaches worldwide whereas a multicountry strategy often entails adapting distribution and marketing to local customs and the culture of each country. 

D)
A global strategy involves striving to be the global low-cost provider by economically producing and marketing a mostly standardized product worldwide whereas a multicountry strategy entails pursuing broad differentiation and striving to strongly differentiate its products in one country from the products it sells in other countries. 

E)
A global strategy relies upon the same technologies, competencies, and capabilities worldwide whereas a multicountry strategy often entails the use of somewhat different technologies, competencies, and capabilities as may be needed to accommodate local buyer tastes, cultural traditions, and market conditions. 
Answer: D   Page: 220 - 223   Learning Objective: 3   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Value Creation 
The Quest for Competitive Advantage in Foreign Markets

58.
In expanding outside its domestic market, one way a company can strive to gain competitive advantage (or offset domestic disadvantages) is by

A)
using a differentiation-based competitive strategy in those country markets with superior resources

B)
deliberately choosing not to compete in countries with high tariffs and high taxes (which then have to be passed along to buyers in the form of higher prices), thus keeping costs and prices lower than rivals. 

C)
using an export strategy to circumvent the risks of adverse exchange rate fluctuations. 

D)
using location in a manner that lowers costs or else helps achieve greater product differentiation and allowing for the transfer of competitively valuable competencies and capabilities from its domestic operations to its operations in foreign markets. 

E)
employing a multicountry strategy instead of a global strategy. 
Answer: D   Page: 224   Learning Objective: 4   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Value Creation 

59.
In expanding into foreign markets, a company can strive to gain competitive advantage (or offset domestic disadvantages) by 

A)
building a state-of-the-art facility to fully capture scale economies via an export strategy. 

B)
using export, licensing, or franchising strategies so as to minimize risk and capital investment. 

C)
locating buyer-related activities in all countries where it sells its product. 

D)
dispersing its activities among various countries in a manner that lowers costs or else helps achieve greater product differentiation and transferring competitively valuable competencies and capabilities from its domestic operations to its operations in foreign markets. 

E)
avoiding the use of strategies that entail coordinating its domestic strategic moves with its strategic moves in the various foreign markets that it enters. 
Answer: D   Page: 224   Learning Objective: 4   Difficulty: Hard   Taxonomy: Comprehension   AACSB: Value Creation 

60.
Which one of the following is not one of the ways a company can strive to gain competitive advantage (or offset domestic disadvantages) by expanding into foreign markets?

A)
By competing in both developed and emerging country markets and/or by selling direct to foreign buyers via the company’s Web site 

B)
By dispersing its activities among various countries in a manner that lowers costs.

C)
By transferring competitively valuable competencies and capabilities from its domestic operations to its operations in foreign markets

D)
By dispersing its activities among various countries in a manner that helps achieve greater product differentiation and, and/or working to deepen/broaden its resource strengths and capabilities 

E)
By using cross-border coordination of its strategic moves in ways that a domestic-only competitor cannot 
Answer: A   Page: 224   Learning Objective: 4   Difficulty: Hard   Taxonomy: Comprehension   AACSB: Value Creation 
Using Location to Build Competitive Advantage


61.
To use location to build competitive advantage, a company that operates multinationally or globally must 

A)
employ either an export strategy or a franchising strategy. 

B)
scatter its production plants across many countries in different parts of the world so as to minimize transportation costs. 

C)
consider (1) whether to concentrate each activity it performs in a few select countries or disperse performance of the activity to many nations and (2) in which countries to locate particular activities. 

D)
locate production plants in those countries having suppliers that can supply all the necessary raw materials and components so as to avoid inbound shipping costs. 

E)
concentrate all of its value chain activities in a single country—the one that has the best combination of low wage rates, low shipping costs, and low tax rates on profits. 
Answer: C   Page: 225   Learning Objective: 4   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Value Creation

62.
To use location to build competitive advantage when competing in both domestic and foreign markets, a company must 

A)
scatter its production plants across many different country markets so as to minimize the costs of shipping to its own distribution centers and/or to wholesalers/retail dealers.  

B)
consider (1) whether to concentrate each activity it performs in a few select countries or to disperse performance of the activity to many nations and (2) in which countries to locate particular activities. 

C)
concentrate buyer-related activities in a few well-chosen locations so as to maximize the capture of distribution-related scale economies.  

D)
disperse both production and distribution activities across many nations in order to hedge against fluctuating exchange rates and lessen the risks of adverse political developments. 

E)
avoid selling in countries where there are high trade barriers or where buyers purchase in small quantities. 
Answer: B   Page: 225   Learning Objective: 4   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Value Creation 

63.
In competing in foreign markets, companies find it advantageous to concentrate their activities in a limited number of locations when 

A)
there are significant scale economies in performing an activity. 

B)
the costs of manufacturing or other activities are significantly lower in some geographic locations than in others. 

C)
when there is a steep learning or experience curve associated with performing an activity in a single location (thus making it economical to serve the whole world market from just one or maybe a few locations). 

D)
certain locations have superior resources, allow better coordination of related activities, or offer other valuable advantages. 

E)
All of the above. 
Answer: E   Page: 225 - 226   Learning Objective: 4   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Value Creation 

64.
In which of the following circumstances is it not advantageous for a multinational competitor to concentrate its activities in a limited number of locations in order to build competitive advantage? 

A)
When the costs of performing certain value chain activities are significantly lower in certain geographic locations than in others 

B)
When a company has competitively superior patented technology that it can license to foreign partners 

C)
When there is a steep learning or experience curve associated with performing an activity in a single location 

D)
When certain locations have superior resources, allow better coordination of related activities, or offer other valuable advantages 

E)
When there are significant scale economies in performing the activity 
Answer: B   Page: 225 - 226   Learning Objective: 4   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Value Creation


65.
Dispersing the performance of value chain activities to many different countries rather than concentrating them in a few country locations tends to be advantageous 

A)
when high transportation costs make it expensive to operate from central locations. 

B)
whenever buyer-related activities are best performed in locations close to buyers. 

C)
if diseconomies of large size exist, thereby making it more economical to perform an activity on a smaller scale in several different locations. 

D)
when it is desirable to hedge against (1) the risks of fluctuating exchange rates, (2) supply interruptions or (3) adverse political developments. 

E)
All of the above. 
Answer: E   Page: 226 - 227   Learning Objective: 4   Difficulty: Easy   Taxonomy: Comprehension   AACSB: Value Creation 

66.
The competitive advantage opportunities that a global competitor can gain by dispersing performance of its activities across many nations include 

A)
being able to shift production from one country to another to take advantage of exchange rate fluctuations, differing wage rates, differing energy costs, or differing trade restrictions. 

B)
being in better position to choose where and how to challenge rivals. 

C)
shortening delivery times to customers by having geographically scattered distribution facilities. 

D)
locating buyer-related activities (such as sales, advertising, after-sale service and technical assistance) close to buyers. 

E)
All of these. 
Answer: E   Page: 226 - 227   Learning Objective: 4   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Value Creation 

67.
Dispersing particular value chain activities across many countries rather than concentrating them in a select few countries can be more advantageous when 

A)
buyer-related activities (such as sales, advertising, after-sale service and technical assistance) need to take place close to buyers. 

B)
buyers demand short delivery times and/or high transportation costs make it uneconomical to operate from one or just a few locations. 

C)
it helps hedge against the risks of exchange rate fluctuations, supply disruptions, and adverse political developments. 

D)
there are diseconomies of scale in trying to operate from a single location. 

E)
All of these. 
Answer: E   Page: 226 - 227   Learning Objective: 4   Difficulty: Easy   Taxonomy: Comprehension   AACSB: Value Creation 
Using Cross Border Transfers of Competencies and Capabilities to Build Competitive Advantage

68.
Transferring core competencies and resource strengths from one country market to another is 

A)
a good way for companies to develop broader or deeper competencies and competitive capabilities that can become a strong basis for sustainable competitive advantage. 

B)
best accomplished with a multicountry strategy as opposed to a global strategy. 

C)
feasible only with a global strategy; it can't be done with a multicountry strategy. 

D)
unlikely to result in a competitive advantage. 

E)
nearly always the easiest and most sure-fire way to build competitive advantage in trying to compete successfully in foreign markets. 
Answer: A   Page: 227   Learning Objective: 4   Difficulty: Easy   Taxonomy: Comprehension   AACSB: Value Creation 

69.
A key approach for a company to grow sales and profits in several country markets is to

A)
transfer its valuable competencies and resource strengths among these markets to aid in the development of broader competencies and capabilities.

B)
employ a multicountry strategy rather than a global strategy. 

C)
locate technical after-sale services close to buyers.

D)
minimize transportation costs among these markets.

E)
take advantage of less restrictive restrictions and requirements of host governments.
Answer: A   Page: 227   Learning Objective: 4   Difficulty: Easy   Taxonomy: Comprehension   AACSB: Value Creation
Strategies to Compete in the Markets of Emerging Countries

70.
Companies racing for global market leadership 

A)
generally have to consider establishing competitive positions in the markets of emerging countries. 

B)
are well-advised to avoid all the risks and problems of competing in emerging country markets. 

C)
seldom have the resource capabilities it takes to be effective in competing in emerging country markets and usually are at a strong competitive disadvantage to the domestic market leaders. 

D)
can usually be expected to earn sizable profits quickly in emerging country markets. 

E)
usually encounter very low barriers in entering the markets of emerging countries. 
Answer: A   Page: 228   Learning Objective: 5   Difficulty: Hard   Taxonomy: Comprehension   AACSB: Value Creation 

71.
Which of the following is not a typical option that companies have to consider to tailor their strategy to fit the circumstances of emerging country markets?

A)
Prepare to compete on the basis of low price

B)
Be prepared to modify aspects of the company’s business model to accommodate local circumstances (but not so much that the company loses the advantage of global scale and global branding) 

C)
Try to change the local market to better match the way the company does business elsewhere

D)
Develop a strategy for the short-term and forget about a long-term strategy because conditions in emerging country markets change so rapidly

E)
Stay away from those emerging markets where it is impractical or uneconomic to modify the company’s business model to accommodate local circumstances
Answer: D   Page: 230 - 231   Learning Objective: 5   Difficulty: Hard   Taxonomy: Comprehension   AACSB: Value Creation 

72.
One of the most viable strategic options companies should consider in tailoring their strategy to fit circumstances of emerging country markets include 

A)
Try to change the local market to better match the way the company does business elsewhere

B)
Be prepared to modify aspects of the company’s business model to accommodate local circumstances 

C)
Prepare to compete on the basis of low price

D)
Stay away from those emerging markets where it is impractical to modify the company’s business model to accommodate local circumstances

E)
All of these
Answer: E   Page: 230 - 231   Learning Objective: 5   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Value Creation
Defending Against Global Giants:  Strategies for Local Companies in Emerging Markets


73.
The basic strategy options for local companies in competing against global challengers include 

A)
best-cost provider, focused low cost, and low-cost leadership strategies. 

B)
export strategies, licensing strategies, and cross-border transfer strategies. 

C)
utilizing keen understanding of local customer needs and preferences to create customized products or services, developing business models to exploit shortcoming in local infrastructure, and using acquisitions and rapid growth to defend against expansion-minded multinationals

D)
franchising strategies, multicountry strategies keyed to product superiority, global low-cost leadership strategies, and cross-border coordination strategies.

E)
focused differentiation and broad differentiation strategies. 
Answer: C   Page: 232 - 233   Learning Objective: 5   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Value Creation 

74.
The best strategy options for a local company in competing against global challengers include 

A)
locating buyer related activities, such as sales, advertising, or technical assistance, close to buyers.

B)
export strategies, entering into alliances and/or joint ventures with one or more foreign companies having globally competitive strengths, and/or cross-border transfer strategies. 

C)
export strategies, licensing strategies, franchising strategies, and cross-market coordination strategies. 

D)
using understanding of local customer preferences to create customized products or services, transferring the company's expertise to cross-border markets, and/or using acquisitions and rapid growth strategies to defend against expansion-minded multinationals


E)
offensives aimed at the global challengers' strengths, promoting anti-dumping legislation, and/or launching some type of guerilla warfare strategy. 
Answer: D   Page: 224   Learning Objective: 5   Difficulty: Hard   Taxonomy: Comprehension   AACSB: Value Creation 

75.
Which of the following is not a viable strategy option for a local company in competing against global challengers?

A)
Using cross-market transfer strategies to hedge against the risks of exchange rate fluctuations and adverse political developments

B)
Developing business models to exploit shortcoming in local distribution networks or infrastructure

C)
Taking advantage of low-cost labor and other competitively important local work-force qualities

D)
Transferring a company's expertise to cross-border markets and initiating actions to contend on a global scale

E)
Using acquisitions and rapid growth strategies to defend against expansion-minded multinationals
Answer: A   Page: 224   Learning Objective: 5   Difficulty: Hard   Taxonomy: Comprehension   AACSB: Value Creation 
Short Answer Questions


76.
Identify and briefly discuss the key reasons why a company may consider expanding outside its domestic market.
Page: 208   Learning Objective: 1   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Domestic/Global Economic Environments

77.
Briefly identify the special features of competing in foreign markets. 
Page: 209 - 213   Learning Objective: 2   Difficulty: Hard   Taxonomy: Comprehension   AACSB: Domestic/Global Economic Environments 

78.
Explain how exchange rate fluctuations pose a risk to manufacturing companies who rely upon an export strategy to compete in foreign markets. 
Page: 211 - 212   Learning Objective: 2   Difficulty: Hard   Taxonomy: Comprehension   AACSB: Domestic/Global Economic Environments 

79.
Identify and explain the significance of each of the following terms and concepts:


a.) multicountry strategy


b.) global strategy


c.) export strategy


d.) licensing strategy



e.) franchising strategy
Page: 213 – 214; 215; 216   Learning Objective: 3   Difficulty: Medium   Taxonomy: Knowledge   AACSB: Value Creation 

80.
Discuss in some detail the difference between a multicountry strategy and a global strategy and give the pros and cons of each. 
Page: 213 - 214   Learning Objective: 2   Difficulty: Hard   Taxonomy: Comprehension   AACSB: Value Creation 

81.
What circumstances call for use of a multicountry strategy for competing in international markets?  When is a global strategy "superior" to a multicountry strategy? 
Page: 213 - 214   Learning Objective: 2   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Domestic/Global Economic Environments 

82.
Identify and briefly describe any four of the six generic strategic options for competing in foreign markets. 
Page: 215   Learning Objective: 3   Difficulty: Medium   Taxonomy: Knowledge   AACSB: Value Creation

83.
Compare and contrast the advantages for entering and competing in foreign markets for the strategic options of exporting, licensing, and franchising.
Page: 215 - 216  Learning Objective: 3    Difficulty: Medium   Taxonomy: Comprehension   AACSB: Value Creation

84.
What are the pros and cons of using strategic alliances to try to enhance a company's ability to compete in foreign markets? 
Page: 216 - 219   Learning Objective: 3   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Value Creation 

85.
Identify four things a company needs to consider or do if it is to make the most of strategic alliances with foreign partners. 
Page: 216 - 217   Learning Objective: 3   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Value Creation 

86.
Briefly discuss why a domestic company desirous of entering foreign markets might see attractive advantages in forming strategic alliances with foreign companies.  What are the risks and disadvantages of such alliances? 
Page: 216 - 219   Learning Objective: 3   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Value Creation 

87.
A global strategy embraces the theme “think global, act global” whereas a multicountry strategy relies more on a “think global, act local” mentality.  True or false?  Explain. 
Page: 220 - 223   Learning Objective: 3   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Value Creation 

88.
Explain the differences between a “think global, act global” strategy and a “think global, act local” strategy. 
Page: 221 - 222   Learning Objective: 3   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Value Creation 

89.
Explain why a company desirous of competing in foreign markets needs to pay careful attention to where it locates it value chain activities. 
Page: 224 - 227   Learning Objective: 4   Difficulty: Hard   Taxonomy: Comprehension   AACSB: Value Creation 

90.
Under what circumstances is it advantageous for a company competing in foreign markets to concentrate its value chain activities in a select few locations? 
Page: 225 - 226   Learning Objective: 4   Difficulty: Medium   Taxonomy: Knowledge   AACSB: Domestic/Global Economic Environments 

91.
Under what circumstances is it advantageous for a company competing in foreign markets to disperse certain value chain activities across many countries? 
Page: 226 - 227   Learning Objective: 4   Difficulty: Medium   Taxonomy: Knowledge   AACSB: Domestic/Global Economic Environments 

92.
Discuss why a company desirous of competing in foreign country markets needs to pay close attention to the advantages of cross-border transfer of competencies and capabilities. Is such transfer often a key to competitive advantage? Why or why not? 
Page: 227   Learning Objective: 4   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Value Creation 

93.
Identify and briefly describe the strategic options for tailoring a company’s strategy to compete in emerging country markets.
Page: 230 - 231   Learning Objective: 5   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Value Creation

94.
Identify and briefly describe a local company's strategic options in competing against global challengers. 
Page: 232 - 234   Learning Objective: 5   Difficulty: Medium   Taxonomy: Comprehension   AACSB: Value Creation 
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