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IntroductionIntroduction
Preparing for a certification exam can feel overwhelming, but with the
right tools, it becomes an opportunity to build confidence, sharpen your
skills, and move one step closer to your goals. At Examzify, we believe
that effective exam preparation isn’t just about memorization, it’s about
understanding the material, identifying knowledge gaps, and building
the test-taking strategies that lead to success.

This guide was designed to help you do exactly that.

Whether you’re preparing for a licensing exam, professional
certification, or entry-level qualification, this book offers structured
practice to reinforce key concepts. You’ll find a wide range of
multiple-choice questions, each followed by clear explanations to help
you understand not just the right answer, but why it’s correct.

The content in this guide is based on real-world exam objectives and
aligned with the types of questions and topics commonly found on
official tests. It’s ideal for learners who want to:

• Practice answering questions under realistic conditions,
• Improve accuracy and speed,
• Review explanations to strengthen weak areas, and
• Approach the exam with greater confidence.

We recommend using this book not as a stand-alone study tool, but
alongside other resources like flashcards, textbooks, or hands-on
training. For best results, we recommend working through each
question, reflecting on the explanation provided, and revisiting the
topics that challenge you most.

Remember: successful test preparation isn’t about getting every question
right the first time, it’s about learning from your mistakes and improving
over time. Stay focused, trust the process, and know that every page you
turn brings you closer to success.

Let’s begin.
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How to Use This GuideHow to Use This Guide
This guide is designed to help you study more effectively and approach
your exam with confidence. Whether you're reviewing for the first time
or doing a final refresh, here’s how to get the most out of your Examzify
study guide:
1. Start with a Diagnostic Review

Skim through the questions to get a sense of what you know and what
you need to focus on. Your goal is to identify knowledge gaps early.
2. Study in Short, Focused Sessions

Break your study time into manageable blocks (e.g. 30 – 45 minutes).
Review a handful of questions, reflect on the explanations.
3. Learn from the Explanations

After answering a question, always read the explanation, even if you got
it right. It reinforces key points, corrects misunderstandings, and
teaches subtle distinctions between similar answers.
4. Track Your Progress

Use bookmarks or notes (if reading digitally) to mark difficult questions.
Revisit these regularly and track improvements over time.
5. Simulate the Real Exam

Once you're comfortable, try taking a full set of questions without
pausing. Set a timer and simulate test-day conditions to build confidence
and time management skills.
6. Repeat and Review

Don’t just study once, repetition builds retention. Re-attempt questions
after a few days and revisit explanations to reinforce learning. Pair this
guide with other Examzify tools like flashcards, and digital practice tests
to strengthen your preparation across formats.

There’s no single right way to study, but consistent, thoughtful effort
always wins. Use this guide flexibly, adapt the tips above to fit your pace
and learning style. You've got this!
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Questions
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1. What is a key challenge of a transnational approach?
A. Coordination across widely dispersed subsidiaries
B. Lack of product uniformity
C. No need for standardized processes
D. Inflexible local marketing

2. What is a command economy?
A. An economy where the government determines production

and pricing.
B. An economy built on free markets with little regulation.
C. An economy driven by consumer supply and demand.
D. An economy based on local bartering.

3. What is ethnocentric staffing?
A. Hiring locally to maximize adaptation.
B. Recruiting host-country nationals for leadership roles.
C. Staffing globally by alternating nationalities.
D. Key management positions filled by parent-country nationals

to maintain corporate culture.

4. A significant cultural feature in Latin American countries?
A. Valuing personal relationships and hierarchy, with a fluid

concept of time (polychronic).
B. Emphasis on punctuality and individualism.
C. Preference for standardized schedules.
D. Reluctance to rely on personal trust.

5. Which term describes employees who are citizens of the
host country where the subsidiary operates?
A. Expatriates
B. Host country nationals
C. Third country nationals
D. International assignees
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6. Which description best fits currency forward contracts?
A. A contract that swaps principal and interest payments in

different currencies.
B. A contract giving the buyer the right to exchange currency at

a set price.
C. An agreement to buy or sell a currency at a specific price on

a future date, customized between two parties.
D. A contract traded on an organized exchange with

standardized terms.

7. Which statement best describes an economic union?
A. A central political apparatus coordinates the economic,

social, and foreign policy of member states.
B. Involves a common market, a common currency, and

harmonized tax rates and policies.
C. A loose alliance for cultural exchange and defense only.
D. A policy harmonization without trade integration.

8. Which funding option is described as a loan facility
extended on a global scale?
A. Global equity
B. Global loans
C. Equity
D. Cash

9. What does Power Distance measure?
A. The level of technology adoption
B. The size of a country
C. The degree of uncertainty avoidance
D. The degree to which less powerful members of a society

accept and expect unequal power distribution

10. What are the advantages of exporting as an entry
strategy?
A. High cost and high risk for the firm.
B. Low cost and low risk for the firm.
C. Long setup time.
D. Requires significant investment.
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Answers
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1. A
2. A
3. D
4. A
5. B
6. C
7. B
8. B
9. D
10. B
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Explanations
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1. What is a key challenge of a transnational approach?
A. Coordination across widely dispersed subsidiaries
B. Lack of product uniformity
C. No need for standardized processes
D. Inflexible local marketing

Transnational strategies aim to deliver global efficiency while staying responsive to local
needs, so the organization becomes a network of dispersed subsidiaries that must work
together. The main challenge is coordinating across widely dispersed subsidiaries. You
must align strategy, share information, and standardize key processes across borders, yet
still empower local units to tailor offerings to their markets. This is hard because teams
operate in different time zones, languages, cultures, and regulatory environments, so
decisions, data, and incentives must be harmonized through complex governance and
information systems. Building and maintaining consistent platforms, metrics, and flows
of knowledge across the globe while preserving local responsiveness tests the
organization’s ability to act as an integrated whole. While other issues like product
adaptation or process standards may arise, they are managed within this overarching
coordination challenge.

2. What is a command economy?
A. An economy where the government determines production

and pricing.
B. An economy built on free markets with little regulation.
C. An economy driven by consumer supply and demand.
D. An economy based on local bartering.

A command economy is an economic system in which the government plans and directs
what goods should be produced, in what quantities, and at what prices. Central planners
allocate resources, set production targets, and control prices, often with state ownership
of key industries. This centralized control shapes what people can buy and how resources
are used, and it typically limits consumer choice in guiding production. In contrast,
market-based systems rely on prices and decisions emerging from buyers and sellers in a
free market, and barter-based or less-regulated setups rely on different mechanisms for
trade. The description that emphasizes the government determining production and
pricing best captures how a command economy operates.
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3. What is ethnocentric staffing?
A. Hiring locally to maximize adaptation.
B. Recruiting host-country nationals for leadership roles.
C. Staffing globally by alternating nationalities.
D. Key management positions filled by parent-country nationals

to maintain corporate culture.
Ethnocentric staffing is when a multinational fills key management roles in its foreign
subsidiaries with people from the home country to keep the parent company’s culture,
policies, and control intact across the organization. This approach ensures coordination
with headquarters, consistent decision-making, and straightforward transfer of
knowledge and practices from the home office. It’s common in the early stages of
international expansion or when maintaining a strong, uniform corporate culture is a
priority. For example, American managers running European operations helps preserve
US management styles and metrics. However, this can limit local adaptation and the
development of host-country leaders, and may cause resentment if locals feel excluded.

4. A significant cultural feature in Latin American countries?
A. Valuing personal relationships and hierarchy, with a fluid

concept of time (polychronic).
B. Emphasis on punctuality and individualism.
C. Preference for standardized schedules.
D. Reluctance to rely on personal trust.

In Latin American contexts, relationships and social structure drive how people interact,
and time is treated as more flexible. Building trust through personal connections matters
a lot, and respect for hierarchy often guides decision-making. This
combination—prioritizing people and their relationships, while not sticking rigidly to
schedules—shapes negotiations, meetings, and daily business practices.  That relational
focus contrasts with cultures that emphasize punctuality, individualism, standardized
schedules, or were reluctant to rely on personal trust. So, the option described best
matches the common dynamic: valuing personal relationships and hierarchy with a fluid
view of time. When engaging with Latin American partners, invest in
relationship-building, acknowledge authority and seniority, and expect some flexibility in
timing.
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5. Which term describes employees who are citizens of the
host country where the subsidiary operates?
A. Expatriates
B. Host country nationals
C. Third country nationals
D. International assignees

The main idea here is understanding staffing categories in international human resource
management. A host-country national is someone who is a citizen of the country where
the subsidiary operates. So, in a multinational company, a Brazilian citizen working in a
subsidiary in Brazil is a host-country national.  This term is used to describe locally
sourced employees who bring knowledge of the local market, culture, and labor
practices, and who are often employed under local contracts. It aligns with approaches
that favor local talent for subsidiary operations, typically improving fit with the local
environment and reducing costs associated with sending expatriates.  Expatriates are
employees from the home country sent to work abroad, which is a different group.
Third-country nationals are citizens of a country other than either the home country or
the host country. International assignees is a broader label sometimes used for people on
international assignments, often overlapping with expatriates.

6. Which description best fits currency forward contracts?
A. A contract that swaps principal and interest payments in

different currencies.
B. A contract giving the buyer the right to exchange currency at

a set price.
C. An agreement to buy or sell a currency at a specific price on

a future date, customized between two parties.
D. A contract traded on an organized exchange with

standardized terms.
Currency forward contracts are private, customized agreements to buy or sell a specified
amount of one currency for another at a fixed exchange rate on a specific future date.
The rate is agreed today, and both parties are obligated to complete the transaction at
maturity. This over-the-counter, tailor-made nature distinguishes forwards from other
instruments: futures are standardized and traded on exchanges with daily settlement and
margin requirements; options give the right, but not the obligation, to exchange at a set
price; and currency swaps involve exchanging principal and interest payments over time
rather than a single future delivery. Therefore, the description that captures a bilateral,
customizable agreement to transact at a set price on a future date is the best fit.
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7. Which statement best describes an economic union?
A. A central political apparatus coordinates the economic,

social, and foreign policy of member states.
B. Involves a common market, a common currency, and

harmonized tax rates and policies.
C. A loose alliance for cultural exchange and defense only.
D. A policy harmonization without trade integration.

Economic unions are about deep integration of economies, not just trade rules. They
involve removing trade barriers and also aligning key economic policies so that the
member countries function almost as a single economic space. The best description is
the statement that includes a common market, a common currency, and harmonized tax
rates and policies. A common market means not only free trade in goods and services but
also the free movement of labor and capital, which reduces frictions across borders. A
common currency ties together monetary policy across members, reducing exchange-rate
risk and making prices more comparable. Harmonized tax rates and policies align the
fiscal environment, minimizing distortions and creating predictability for businesses
operating across borders.  Other choices point to political integration, or to cultural and
defense ties, or to mere policy coordination without trading integration. While those can
accompany economic links, they don’t capture the full depth of an economic union, which
centers on the combination of free trade plus monetary and fiscal alignment and factor
mobility.

8. Which funding option is described as a loan facility
extended on a global scale?
A. Global equity
B. Global loans
C. Equity
D. Cash

Global loans are debt facilities provided by lenders across multiple countries, typically
arranged as a syndicated loan that a multinational company can draw on as needed. This
setup creates a loan facility that operates on a global scale, offering large, flexible
funding across jurisdictions with standardized terms and covenants. In contrast, equity
involves raising capital by selling ownership stakes (not borrowing), while cash refers to
existing funds rather than a financing arrangement. So the funding option described as a
loan facility extended on a global scale is global loans.
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9. What does Power Distance measure?
A. The level of technology adoption
B. The size of a country
C. The degree of uncertainty avoidance
D. The degree to which less powerful members of a society

accept and expect unequal power distribution
Power Distance measures how much a society accepts and expects unequal power
distribution, especially in institutions and organizations. In high power distance cultures,
people tend to accept centralized authority, clear hierarchies, and less input from
subordinates in decisions. In low power distance cultures, there’s more emphasis on
equality, participative decision-making, and challenging authority, leading to more
distributed power and autonomy. This concept is distinct from technology adoption
(unrelated to power dynamics), country size (not a cultural measure), or uncertainty
avoidance (which is about tolerance for ambiguity and risk).

10. What are the advantages of exporting as an entry
strategy?
A. High cost and high risk for the firm.
B. Low cost and low risk for the firm.
C. Long setup time.
D. Requires significant investment.

Exporting as an entry strategy lets a firm reach foreign customers by selling products
abroad while keeping production at home. This keeps initial costs down because there’s
no need to invest in foreign factories, local distribution networks, or new legal entities. It
also limits risk since the company isn’t committing to long-term, complex international
operations or significant currency and political exposure. The approach is relatively
quick to start and flexible, allowing a firm to scale up, scale down, or discontinue with
fewer sunk costs than more invested entry modes. So the main advantages are low cost
and low risk for the firm.
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Next StepsNext Steps
Congratulations on reaching the final section of this guide. You've taken
a meaningful step toward passing your certification exam and advancing
your career.

As you continue preparing, remember that consistent practice, review,
and self-reflection are key to success. Make time to revisit difficult
topics, simulate exam conditions, and track your progress along the way.

If you need help, have suggestions, or want to share feedback, we’d love
to hear from you. Reach out to our team at hello@examzify.com.

Or visit your dedicated course page for more study tools and resources:

https://globalbusinesssysstrats.examzify.com

We wish you the very best on your exam journey. You've got this!
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