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R RE #92
The formula "fixed costs (FC) + variable costs (VC)" represents which quantity?

e A Inplicit cost
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¢ B. Marginal cost
e C. Average cost
¢ D. Total cost
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InGlobal Economics for Managers, total cost (TC)is defined as the sum offixed costs (FC)andvariable costs (VC), making option C
correct. The formula is:

TC=FC+VC

Fixed costs do not change with output in the short run, while variable costs vary with production. Total cost captures the full cost of
producing a given level of output.

Average cost divides total cost by quantity, marginal cost measures the cost of one additional unit, and implicit cost reflects
opportunity costs.

Therefore, option C correctly identifies total cost.

P& #93
Which term best describes a market structure of limited competition in which the market is shared by a small number of sellers?

A. Oligopoly

B. Perfect competition

C. Monopoly

D. Monopolistic competition
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InGlobal Economics for Managers, anoligopolyis defined as a market structure characterized bylimited competition in which a small
number of sellers dominate the market, making option C the correct answer.

These firms collectively control a large share of total market output, and each firm's actions significantly influence the behavior and
profitability of the others.

Oligopolistic markets are common in industries with high barriers to entry, such as automobiles, airlines, telecommunications, and
energy. Barriers may include economies of scale, high capital requirements, technological advantages, or government regulation.
Because only a few firms operate in the market, strategic decision making becomes critical

Option A, monopoly, nvolves a single seller. Option B, monopolistic competition, includes many sellers offering differentiated
products. Option D, perfect competition, nvolves many sellers with no market power.

Global Economics for Managersemphasizes that oligopolies are marked by strategic interaction, where firms must anticipate
competitors' reactions when setting prices, output, advertising, or mvestment levels. This interdependence distinguishes oligopoly
from other market structures.

Thus, option C accurately describes a market structure with limited competition and a small number of sellers.

R A #94
What is an example of a company that is market-seeking?

A. A company searching for a location where there is a high mterest in camping supplies

B. A company searching for a location where the cost of unskilled labor is low

C. A company searching for a location where rocks and minerals can be mined

D. A company searching for a location where a specific type of plastic is low-cost and readily available
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InGlobal Economics for Managers, amarket-seeking companyis one that nvests in or enters a foreign location primarily toserve local
or regional customers, making option C the correct answer. Market-seeking behavior is driven by demand-side considerations
rather than cost or resource availability.

Option C describes a firm searching for a location where there ishigh consumer interest in camping supplies

, which directly reflects a desire to access and serve a specific market. Such firms are motivated by factors like market size, growth
potential, consumer preferences, and proximity to customers. Market-seeking firns often establish foreign subsidiaries, sales offices,
or production facilities to adapt products to local tastes and respond quickly to demand.



Option A describes aresource-seekingfirm, focused on obtaining low-cost or specialized inputs. Option B also reflects resource-
seeking behavior, specifically in extractive industries. Option D describes acost-seeking (efficiency-seeking)firm that locates
production in regions with low labor costs.

Global Economics for Managersclassifies foreign direct investment motives into market-seeking, resource- seeking, efficiency-
seeking, and strategic asset-seeking. Market-seeking investment is particularly common in consumer goods and service industries,
where understanding local preferences is critical for success.

For managers, recognizing market-seeking motives helps guide decisions about location, marketing strategy, and product adaptation.
Thus, option C accurately illustrates a market-seeking company.

P& #95
What are represented by formal institutions?

A. Cultural beliefs
B. Social norns
C. Traditions

D. Laws
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InGlobal Economics for Managers, formal institutionsare represented primarily bylaws, making option C correct. Formal institutions
include constitutions, statutes, regulations, contracts, and property rights that are officially codified and enforced by governments or
legal authorities.

These mstitutions reduce uncertainty by clearly defining acceptable behavior and outlining consequences for violations. For firms,
formal institutions establish the legal framework for business operations, including rules governing entry, competition, taxation, and
dispute resolution.

Options A, B, and D describeinformal institutions, which are unwritten and enforced through social mechanisms rather than legal
authority.

Therefore, option C correctly identifies laws as representations of formal istitutions.

FIRE #96
What are properties of a typical indifference curve? (Choose TWO.)

A. Indifference curves can intersect.

B. Indifference curves slope upward.

C. Indifference curves do not cross.

D. Higher indifference curves are preferred to lower ones.

EX: CD

SRR

InGlobal Economics for Managers, indifference curves have two key properties:higher curves represent higher utility, andcurves do
not cross, making options A and C correct.

If curves crossed, preferences would be inconsistent. Higher curves indicate greater satisfaction.

Options B and D violate consumer theory assumptions.

Thus, A and C are correct.
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