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HE #48
What are common types of barriers to entry that can cause a monopoly? (Choose TWO.)
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A. Elastic demand

B. Economies of scale in the production process
C. Free entry and exit

D. A single firm owning a key resource

E. Perfect information

4. BD

Y.

InGlobal Economics for Managers, monopolies arise whenbarriers to entryprevent competitors from entering a market. Two
common barriers arecontrol of a key resourceandeconomies of scale, making options A and B correct.

When a single firm owns a unique or scarce resource, competitors cannot produce the good without access to that resource.
Economies of scale create monopolies when one firm can produce at a lower average cost than multiple firms due to high fixed
costs.

Options C, D, and E promote competition rather than monopoly.

Thus, options A and B correctly identify monopoly-creating barriers to entry.

HE #49
What are examples of equity modes of entry? (Choose THREE.)

A. Acquisitions

B. Franchising

C. Greenfield mvestments
D. Licensing

E. Strategic alliances

HE. ACE

MH.

InGlobal Economics for Managers,equity modes of entryinvolve ownership stakes in foreign operations.

Strategic alliances,greenfield investments, andacquisitionsall require equity participation, making options A, B, and C correct.
Strategic alliances often involve shared ownership and joint decision-making, Greenfield investments require firms to build new
facilities from scratch, while acquisitions involve purchasing existing foreign firns.

Licensing and franchising are non-equity contractual modes.

Therefore, options A, B, and C correctly identify equity modes of entry.

EHE #50
Direct exports have which advantage?

A. Full control over foreign distribution
B. Lower transportation costs

C. Capitalization of economies of scale in production in the home country
D. Elimination of exchange rate risk

He. C

LR

InGlobal Economics for Managers,direct exportingallows firms tocapitalize on economies of scale in production in the home country,
making option B correct.

By concentrating production domestically, firms can achieve lower average costs, maintain quality control, and leverage existing
facilities and expertise. Direct exporting avoids the fixed costs of establishing foreign production facilities.

Options A, C, and D are incorrect because exporting typically involves transportation costs, limited distribution control, and
exposure to exchange rate risk.

Thus, option B correctly identifies a key advantage of direct exporting,

EE #51
Managers and firns rationally pursue their interests and make choices within institutional constraints.
‘Which situation illustrates this proposition of the nstitution-based view of global business?



A. A multinational relocates production after a minimum wage increase.
B. A firm lowers prices to gain market share.

C. A firmincreases advertising to boost brand awareness.

D. A firm introduces a new product due to consumer trends.

HE: A

ME:

InGlobal Economics for Managers, a core proposition of theinstitution-based viewis that firms make rational decisionswithin
institutional constraints, making option C correct.

When a country raises its minimum wage, labor costs increase due to a formal institutional change. A multinational firm responding by
relocating production to a lower-cost country demonstrates rational behavior shaped by institutional rules.

Options A, B, and D reflect competitive strategy but do not directly mvolve institutional constraints.

Therefore, option C correctly illustrates the institution-based view.

A2 #52
Which staterment about the GDP deflator is true?

A. Tts percentage change from one year to the next is the inflation rate.
B. It includes fewer core economic measurements than GDP.

C. It follows a nearly strict decreasing pattern from a base year.

D. It is a more reliable indicator of economic well-being than real GDP.

HE:. A

Y.

InGlobal Economics for Managers, theGDP deflatoris a price index used to measureinflation, making option A correct. The
percentage change in the GDP deflator from one year to the next reflects the overall inflation rate of domestically produced goods
and services.

The GDP deflator is calculated as:

GDP Deflator = (Nominal GDP / Real GDP) x 100

Because it includes all goods and services produced domestically, it provides a broad measure of price changes across the
economy. Unlike the CPI, it is not based on a fixed basket of goods.

Option B is incorrect because real GDP, not the GDP deflator, is used to assess economic well-being. Option C is incorrect
because the GDP deflator is derived from the same GDP components. Option D is incorrect because the deflator generally increases
over time due to inflation.

Thus, option A is correct.
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