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1. What is a critical aspect that innovation capabilities in a
firm include?

A. Cost reduction in manufacturing processes

B. Research and development of new products and services
C. Distribution strategies for existing products

D. Market analysis for consumer preferences

2. Which of the following is a major weakness of the product
life cycle theory?

A. It emphasizes only U.S. product launches

B. Many innovations come from outside the USA

C. It ignores simultaneous global product launches
D. It is too simplistic for modern markets

3. Which of the following dimensions relates to the extent to
which power is accepted as unequal?

A. Uncertainty avoidance
B. Power distance
C. Masculinity

D. Long-term orientation

4. One way firms can increase benefits for external
stakeholders is through:

A. Cutting operational costs

B. Modifying business practices
C. Reducing product range

D. Hiring external consultants

5. Which theory is characterized by the idea that nations with
more diverse resource endowments will be stronger in trade?

A. Mercantilism

B. Factor Endowment Theory
C. Strategic Trade Theory

D. Absolute Advantage
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6. What does well-functioning markets rely on according to
the Globalisation Trilemma?

A. Strong community relationships
B. Government-provided institutions
C. International trade agreements

D. Corporate governance structures

7. Which of the following would NOT be considered a
capability-enhancing objective?

A. Accessing new technological ideas
B. Improving managerial capabilities
C. Increasing production efficiency
D. Upgrading technological standards

8. What is a characteristic of the Dynamic capabilities view in
international business?

A. Focuses solely on static resource allocation.

B. Emphasizes the importance of adaptability in competitive
advantage.

C. Prioritizes government intervention in trade policies.
D. Disregards the impact of market fluctuations.

9. What does the 'R' in the VRIO Framework stand for?
A. Resource allocation
B. Rarity
C. ROI

D. Regulatory compliance

10. Which of the following is a reason firms may prefer FDI
over licensing?

A. Lower market entry barriers

B. Greater direct management control

C. Access to broader network connections
D. Enhanced local opportunities
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1. What is a critical aspect that innovation capabilities in a
firm include?

A. Cost reduction in manufacturing processes
B. Research and development of new products and services

C. Distribution strategies for existing products
D. Market analysis for consumer preferences

Innovation capabilities in a firm fundamentally revolve around the ability to develop new
products and services. This encompasses the processes of research and development
(R&D), where ideas are generated, tested, and refined to create solutions that meet
emerging market needs or enhance current offerings. Developing new products and
services is essential for staying competitive, addressing gaps in the market, and
responding to technological advancements or changes in consumer preferences. While
cost reduction, distribution strategies, and market analysis are important aspects of
business operations and can support innovation, they do not inherently constitute the
innovation capability itself. Cost reduction often aims at improving efficiency rather than
fostering new forms of products or processes. Distribution strategies focus on how
existing products reach customers rather than creating new offerings. Market analysis
provides valuable insights into consumer behavior and preferences but is primarily a tool
that can inform R&D efforts rather than being a part of the innovation capabilities. It is
the ability to actively engage in R&D that differentiates firms as innovators in the
marketplace.

2. Which of the following is a major weakness of the product
life cycle theory?

A. It emphasizes only U.S. product launches

B. Many innovations come from outside the USA
C. It ignores simultaneous global product launches
D. It is too simplistic for modern markets

The assertion that many innovations come from outside the USA is indeed a major
weakness of the product life cycle theory because this theory primarily originated from
observations of market behavior in developed countries, particularly the United States.
Consequently, its framework inherently reflects a Western-centric view, overlooking the
significant contributions and innovations emerging from global markets. As the
marketplace has evolved, particularly with globalization, innovations do not occur in
isolation within a single country; they can emerge and be launched in various countries
simultaneously. By focusing primarily on the U.S. perspective, the theory fails to account
for the dynamic and diverse nature of global innovation. This oversight can lead to an
incomplete understanding of how products are developed and marketed in today's
interconnected world, ultimately limiting its applicability in a global business context.
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3. Which of the following dimensions relates to the extent to
which power is accepted as unequal?

A. Uncertainty avoidance
B. Power distance

C. Masculinity
D. Long-term orientation

The concept of power distance specifically addresses the level of acceptance and
expectation of unequal distribution of power within a society or organization. In cultures
with a high power distance, there is a general acceptance that power is unequally
distributed; those in lower positions typically defer to authority and accept hierarchical
structures. Conversely, in cultures with low power distance, people tend to emphasize
equality and reduce hierarchical barriers, promoting a more democratic approach to
power dynamics. Understanding power distance helps explain various cultural behaviors,
such as decision-making processes, communication styles, and the roles of authority
figures in different societies. This dimension is crucial in international business as it
influences management styles, employee relations, and the overall organizational
culture.

4. One way firms can increase benefits for external
stakeholders is through:

A. Cutting operational costs
B. Modifving business practices

C. Reducing product range
D. Hiring external consultants

Modifying business practices is a strategic approach that firms can use to enhance their
relationships with external stakeholders, which may include customers, suppliers,
investors, and the wider community. By adjusting how they operate, companies can
better align with stakeholders’' needs and expectations, leading to increased satisfaction
and loyalty. For instance, a firm might implement more sustainable practices that
resonate with environmentally conscious consumers or adopt customer-centric
approaches that improve service quality. Such modifications not only strengthen
stakeholder relationships but can also lead to improved corporate reputation and trust,
which are vital for long-term success. Cutting operational costs, reducing product range,
and hiring external consultants do not inherently focus on stakeholder benefits in the
same way. While these actions might lead to financial improvements or operational
efficiencies, they often do not directly contribute to enhancing relationships or the
well-being of external stakeholders. In contrast, modifying business practices shows a
proactive commitment to responding to the expectations and demands of those outside
the organization, therefore fostering a more positive impact on stakeholders.
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5. Which theory is characterized by the idea that nations with
more diverse resource endowments will be stronger in trade?

A. Mercantilism
B. Factor Endowment Theory

C. Strategic Trade Theory
D. Absolute Advantage

Factor Endowment Theory, also known as the Heckscher-Ohlin model, posits that a
country’s comparative advantage in international trade is primarily determined by its
factor endowments, such as land, labor, and capital. According to this theory, nations
with a diverse array of resources are better positioned to engage in trade because they
can produce a wider variety of goods, leveraging their unique combinations of resources
effectively. Countries that have access to a diverse set of resources can cater to different
markets and meet various consumer needs, which enhances their competitiveness in
global trade. This diversity allows them to not only export many goods but also to import
those that they may lack in terms of resource provision, leading to mutual benefits in
trade relationships. Understanding this theory is crucial in recognizing how variations in
natural resources and capital influence international trade dynamics and the economic
strength of nations.

6. What does well-functioning markets rely on according to
the Globalisation Trilemma?

A. Strong community relationships

B. Government-provided institutions
C. International trade agreements

D. Corporate governance structures

Well-functioning markets rely heavily on government-provided institutions, as outlined in
the Globalisation Trilemma. This concept highlights the necessity of established
frameworks and regulations that ensure market efficiency, protect rights, and foster fair
competition. Efficient institutions are crucial in creating a stable economic environment
where businesses can operate without uncertainty. Government-provided institutions
include the rule of law, property rights, contract enforcement, and regulatory bodies that
oversee market operations. These elements are vital for instilling confidence among
investors, promoting accountability, and reducing the risk of market failures. In essence,
strong institutions facilitate the smooth functioning of markets by ensuring that all
economic actors can engage and compete fairly, thus underpinning overall economic
development and globalization. Understanding this reliance allows one to grasp why
many nations strive to strengthen their institutional frameworks to capitalize on the
benefits of globalization. Other factors, like community relationships, international trade
agreements, and corporate governance structures, play important roles in the economy
but do not address the foundational need for regulatory and institutional support that
governments provide for markets to thrive effectively.
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7. Which of the following would NOT be considered a
capability-enhancing objective?
A. Accessing new technological ideas
B. Improving managerial capabilities
C. Increasing production efficiency
D. Upgrading technological standards

Increasing production efficiency is often viewed as a performance-enhancing objective
rather than a capability-enhancing one. Capability-enhancing objectives focus on
expanding and developing an organization’s existing competencies and skills. This could
involve acquiring new technologies, improving management skills, or upgrading
technological standards, as these actions contribute to building the organization's
long-term capabilities. In contrast, increasing production efficiency typically deals with
optimizing current processes and systems to produce goods or services more effectively,
rather than enhancing the fundamental capabilities of the organization. Therefore, while
improving efficiencies can lead to better performance, it does not necessarily enhance
the underlying capabilities that an organization possesses. Thus, when identifying
objectives that specifically enhance capabilities, options that involve strategic
improvements to skills and technologies are more fitting, distinguishing them from
objectives aimed at optimizing existing operations, like increasing production efficiency.

8. What is a characteristic of the Dynamic capabilities view in
international business?

A. Focuses solely on static resource allocation.

B. Emphasizes the importance of adaptability in competitive
advantage.

C. Prioritizes government intervention in trade policies.
D. Disregards the impact of market fluctuations.

The Dynamic capabilities view emphasizes the importance of adaptability in gaining and
sustaining competitive advantage within international business. This perspective
highlights how firms must not only possess valuable resources but also be able to
reconfigure and adapt those resources in response to changing market conditions and
environmental challenges. In an increasingly volatile global market, the ability to
quickly adjust strategies, innovate, and respond to unforeseen circumstances is critical
for long-term success. Organizations that cultivate dynamic capabilities can effectively
sense, seize, and transform opportunities, enabling them to stay competitive. While
other options do not align with the core principles of this view, the focus on adaptability
directly relates to a firm's ability to maintain a competitive edge amid fluctuations and
transformations in the international business environment.
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9. What does the 'R' in the VRIO Framework stand for?
A. Resource allocation

B. Rarity
C. ROI

D. Regulatory compliance

The 'R' in the VRIO Framework stands for Rarity. This framework is a strategic tool used
to analyze a firm's internal resources and capabilities to determine their potential
competitive advantage. Rarity is a critical aspect because for a resource or capability to
provide a firm with a sustainable competitive advantage, it must not only be valuable but
also rare. If a resource is common and easily obtainable by competitors, it typically does
not confer a significant advantage. Thus, rarity helps firms assess whether they have
unique strengths that can be leveraged in the marketplace, allowing them to outperform
their competitors. Understanding this concept is essential for effective resource
management and competitive strategy formulation in global business contexts.

10. Which of the following is a reason firms may prefer FDI
over licensing?

A. Lower market entry barriers
B. Greater direct management control

C. Access to broader network connections
D. Enhanced local opportunities

Firms often prefer foreign direct investment (FDI) over licensing because it allows for
greater direct management control of operations. When a firm engages in FD], it
establishes a physical presence in a foreign market, enabling it to make strategic
decisions on-site, oversee operations, and ensure the implementation of its standards and
practices. This level of control can lead to improved quality management, consistency in
product delivery, and the ability to respond quickly to market changes. In contrast,
licensing arrangements typically involve granting another company the right to use
certain assets, such as intellectual property, which often results in less oversight and
control over how those assets are utilized. This can potentially lead to inconsistency in
product quality and brand representation, which may negatively impact the overall brand
reputation. Thus, the ability to directly manage and control operations is a significant
advantage of FDI that many firms prioritize when entering international markets.
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