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WGU Global Economics for Managers (C211, UZC2) Sample Questions (Q45-
Q50):
NEW QUESTION # 45 
What is one of the elements of the Porter Diamond in the theory of national competitive advantage of industries?

A. Trade deficits
B. Foreign supply markets
C. Firm opportunity costs
D. Domestic demand conditions

Answer: D

Explanation:
InGlobal Economics for Managers, one of the four core elements ofPorter's Diamond Model of National Competitive
Advantageisdomestic demand conditions, making option C the correct answer. Michael Porter' s framework explains why certain
industries within particular countries achieve international competitiveness, emphasizing the role of the national environment in shaping
firm performance.
Domestic demand conditions refer to thenature, size, and sophistication of demand in the home market.
When domestic consumers are demanding, quality-conscious, and forward-looking, firms are pressured to innovate, improve
product quality, and adopt advanced production methods. These pressures help firms develop capabilities that later become
advantages in international markets. For example, firms accustomed to serving sophisticated domestic buyers are better prepared to
compete globally.
Option A is incorrect because firm opportunity costs are a general microeconomic concept and are not part of the Porter Diamond.
Option B is incorrect because the model emphasizesdomestic factor conditions, not foreign supply markets. Option D, trade deficits,
is a macroeconomic outcome and does not explain the structural sources of competitive advantage within industries.
Global Economics for Managershighlights that Porter's Diamond consists of four interrelated determinants:
factor conditions, domestic demand conditions, related and supporting industries, and firm strategy, structure, and rivalry. Among
these, domestic demand conditions are particularly important because they influence the direction and pace of innovation. Strong
home demand encourages firms to anticipate global trends rather than merely react to them.
For managers, understanding domestic demand conditions helps explain why firms from certain countries dominate specific global
industries. Therefore, option C accurately identifies a key element of the Porter Diamond theory.

NEW QUESTION # 46 
When producing a piece of luggage, the marginal cost is $92 and the marginal revenue is $81. What is the best action for the firm?

A. Restart production
B. Decrease production
C. Increase production
D. Enter the market

Answer: B

Explanation:
According toGlobal Economics for Managers, whenmarginal cost exceeds marginal revenue, firms should decrease production,
making option D correct.
In this case, MC = $92 and MR = $81. Producing an additional unit would reduce profit because the cost of production exceeds
the revenue gained. Reducing output moves the firm closer to the profit-maximizing condition where MR equals MC.
Options A, B, and C would worsen losses or ignore marginal decision-making principles.
Therefore, option D is the correct managerial response.

NEW QUESTION # 47 
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What are weaknesses of the theory of mercantilism? (Choose TWO.)

A. The theory emphasizes comparative advantage.
B. Application of the theory reduces national wealth in the long run.
C. The theory promotes free trade.
D. The theory encourages specialization and productivity growth.
E. The theory leads to inefficient allocation of resources.

Answer: B,E

Explanation:
In Global Economics for Managers, mercantilism is widely criticized for two major weaknesses: it leads to inefficient allocation of
resources and reduces national wealth in the long run, making options A and B correct.
Mercantilism views global trade as a zero-sum game, where one country's gain comes at another's expense.
As a result, it emphasizes export promotion, import restrictions, and accumulation of precious metals. These policies distort market
signals and push resources toward protected industries rather than their most productive uses, leading to inefficiency.
Over time, these inefficiencies reduce overall economic growth and national wealth. Protectionist measures raise prices for
consumers, reduce competition, and discourage innovation. Retaliation by trading partners can further harm exports and global
welfare.
Options C, D, and E describe modern trade theories, not mercantilism. Mercantilism rejects comparative advantage and free trade.
Therefore, A and B correctly identify weaknesses of mercantilism.

NEW QUESTION # 48 
In which situation is the dodger strategy appropriate for responding to multinational enterprises (MNEs)?

A. There is high industry pressure to globalize, and competitive assets are transferable abroad.
B. There is low industry pressure to globalize, and competitive assets are customized to home markets.
C. There is low industry pressure to globalize, and competitive assets are transferable abroad.
D. There is high industry pressure to globalize, and competitive assets are customized to home markets.

Answer: B

Explanation:
InGlobal Economics for Managers, thedodger strategyis appropriate whenindustry pressure to globalize is low and a firm's
competitive assets are customized to its home market, making option D correct.
Under this strategy, firms avoid direct confrontation with multinational enterprises by focusing on niche markets, specialized
products, or protected domestic segments. Since globalization pressure is weak, firms are not forced to expand internationally, and
their localized assets give them an advantage at home.
Dodgers may also cooperate selectively with MNEs or operate in areas where global competition is limited.
This strategy minimizes risk and preserves firm-specific advantages without costly global expansion.
Options A and B align with extender strategies. Option C aligns with contender strategies.
Thus, option D correctly identifies when the dodger strategy is appropriate.

NEW QUESTION # 49 
What is true about producer surplus?

A. It is used to measure the well-being of sellers
B. It measures social welfare
C. It equals total revenue
D. It measures the well-being of consumers

Answer: A

Explanation:
InGlobal Economics for Managers,producer surplusmeasures thewell-being of sellers, making option B correct.
Producer surplus is the difference between the price producers receive and the minimum price they are willing to accept. It reflects
profits plus fixed costs and indicates how much sellers benefit from participating in a market.
Options A and D confuse producer surplus with consumer or total surplus. Option C is incorrect because producer surplus is not
total revenue.



Therefore, option B is correct.

NEW QUESTION # 50
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