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P #52
In which mode of entry do companies build new factories and offices from scratch?

¢ A Greenfield operations
¢ B. Joint ventures
¢ (. Co-marketing operations
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¢ D. Direct exports
EE: A

R -

InGlobal Economics for Managers, greenfield operationsrefer to a mode of foreign market entry in which companiesbuild new
factories and offices from scratch, making option D the correct answer. This approach represents the most direct and investment-
intensive form of foreign direct investment.

Greenfield operations allow firms complete control over design, technology, management practices, and corporate culture. By
starting from the ground up, companies can implement global standards, protect proprietary technologies, and tailor operations to
strategic objectives. This mode of entry is commonly used when firms seek long-term presence in a foreign market and when suitable
acquisition targets are unavailable.

Option A, co-marketing operations, involves collaborative marketing efforts rather than production investment. Option B, direct
exports, requires no foreign production facilities. Option C, joint ventures, involve shared ownership and management rather than full
control.

Global Economics for Managersnotes that while greenfield investments offer high control and potential efficiency, they also nvolve
high costs, longer setup times, and greater exposure to political and economic risks. Managers must weigh these trade-offs carefully
when choosing an entry mode.

Thus, option D correctly identifies the mode of entry in which firms build new facilities from scratch.

HM #53
Which transaction is included in the consumption component of GDP?

A. A firm purchases new machinery
B. A company exports automobiles
C. A person pays for a haircut

D. A governiment builds a highway

Ef#: C

fEERL:

InGlobal Economics for Managers, theconsumption component of GDPincludeshousehold spending on goods and services, making
option C correct.

When a person pays for a haircut, it represents a direct purchase of a service by a household. Consumption is the largest component
of GDP in most economies and includes spending on nondurable goods, durable goods, and services.

Option A is classified as investment. Option B is government spending. Option D is an export, counted in net exports.

Thus, option C correctly identifies a consumption transaction.

E R #54
When supply increases and demand stays the same, what happens to the equilibrium point of price and quantity?

A. Quantity increases

B. Quantity decreases

C. Price increases

D. Price remains the same

EfE: A
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InGlobal Economics for Managers, an increase in supply with demand held constant leads to anew equilibrium characterized by a
lower price and a higher quantity, making option A-quantity increases- the correct answer. This outcome follows directly from
standard supply-and-demand analysis.

When supply increases, the supply curve shifts to the right. At the original equilibrium price, producers are now willing and able to
supply more than consumers wish to buy, creating excess supply. To eliminate this surplus, sellers reduce prices. As prices fall,
quantity demanded increases until a new equilibrium is reached where quantity supplied equals quantity demanded.

Although price also changes (it falls), the question asks what happens to theequilibrium point of price and quantity, and among the
given options, onlyquantity increasesis correct. Price does not remain the same, nor does it increase, and quantity certainly does not
decrease.

This concept is critical for managers analyzing productivity improvements, technological progress, or reductions in input costs.



Supply increases are often driven by innovation, economies of scale, or favorable regulatory changes, all of which allow firms to
produce more at every price.
Thus, option A correctly describes the equilibrium outcome when supply increases and demand remains unchanged.

HP #55
What is one characteristic of a market surplus?

¢ A Quantity demanded exceeds quantity supplied
¢ B. Price is below equilibrium

¢ (. Quantity supplied exceeds quantity demanded
e D. There is upward pressure on price

Ef#: C
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InGlobal Economics for Managers, amarket surplusoccurs whenquantity supplied exceeds quantity demanded, making option B
correct.

Surpluses typically arise when prices are set above the equilibrium level. At higher prices, producers supply more while consumers
demand less, creating excess supply. Market forces then place downward pressure on prices until equilibrium is restored.

Options A and C describe shortages. Option D may be true in some cases but is not the defining characteristic.

Thus, option B correctly defines a market surplus.

B #56
Which quantity measures the market value of all final goods and services produced within a country in a given period of time?

A. Net domestic product (NDP)
B. Gross domestic product (GDP)
C. National disposable income

D. Gross national income (GNI)

IEf#: B
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InGlobal Economics for Managers,gross domestic product (GDP)is defined asthe market value of all final goods and services
produced within a country's borders during a specific period, making option C correct. GDP is the most widely used indicator of a
country's economic performance and size.

GDP includes onlyfinal goods and servicesto avoid double counting, Intermediate goods used in production are excluded because
their value is already embedded in final goods. GDP also measures productionwithin national borders, regardless of whether the
producers are domestic or foreign-owned firms.

Option A, GNI, includes income earmed by citizens abroad and excludes income earned domestically by foreign firms. Option B
subtracts depreciation from GDP. Option D is not a standard national income measure.

Managers use GDP to evaluate market potential, economic growth, and country risk. Therefore, option C correctly identifies GDP.

B #57
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