**Section B: Short Answer Questions (SAQs)**

6. Explain the concept of cultural distance in the context of
international business. Provide an example of how cultural distance
can affect business operations.

**Answer:** Cultural distance refers to the differences between
cultures in terms of language, customs, beliefs, and values. These
differences can impact international business operations. For
example, if a multinational company expands into a foreign market
with a significantly different culture, such as entering a Middle Eastern
market with strict cultural norms, it may need to adapt its marketing,
product offerings, and business practices to align with local customs to

succeed.
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7. Discuss the advantages and dlsadvar{@ﬁa\g@bahzatlon for
businesses. Provide exampl or ’ZA
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dvantages of globalization for businesses:** Globalization can
prowde access to larger markets, reduce production costs through
outsourcing, and foster innovation through exposure to diverse ideas
and technologies. For instance, a technology company can tap into a
global talent pool for software development.
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- **Disadvantages of globalization for businesses:** Globalization
can lead to increased competition, potential cultural
misunderstandings, and dependence on foreign suppliers. An
example is a local manufacturer facing stiff competition from cheaper
overseas alternatives, potentially leading to job losses.



8. Explain the difference between free trade and protectionism, and
provide examples of policies associated with each approach.

**Answer:**

- **Free trade:** Free trade promotes open markets and the removal
of trade barriers like tariffs and quotas. An example is the North
American Free Trade Agreement (NAFTA), which eliminated trade
restrictions between the U.S., Canada, and Mexico.

- **Protectionism:** Protectionism involves government policies that
protect domestic industries from foreign competition, often through
tariffs, quotas, and subsidies. For instance, imposing tariffs on steel
imports to protect domestic steel producers is a protectionist policy.

9. Describe the stages of international market entry strategies that a
company might consider when expanding globally. \)\(
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**Answer:** The stages of interna “ ﬁ@&@éntry strategies

include:

**Exportlng. m’&‘agducts a%o@& %gh intermediaries or

direc ?
- **Bicensing:** AIIom?ga foreign company to use your intellectual
property in exchange for royalties.

- **Joint Ventures:** Partnering with a local company to establish a
new entity in a foreign market.

- **Wholly Owned Subsidiaries:** Establishing a presence in the
foreign market by owning 100% of the subsidiary.

- **Franchising:** Allowing foreign individuals or companies to
operate under your brand in exchange for fees.
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Heckscher-Ohlin model: This model explains trade patterns based on the
differences in factor endowments (i.e., land, labor, and capital) between
countries.

2. Globalization has had a significant impact on international business. It has made
it easier and cheaper for companies to trade and invest across borders. This has
led to increased competition and the emergence of global markets.

3. The different strategies that companies can use to enter international markets
include:

o

Exporting: Selling goods and services to foreign customers without
establishing a physical presence in the foreign country.

Importing: Buying goods and services from foreign suppliers and selling
them in the domestic market.

Licensing: Granting a foreign company the right to produce and sell your
products or services in exchange for a royalty fee.

Franchising: Selling a foreign company the right to use your bus r%
model and operate under your brand name in exchantf®a %)a ty fee

and initial franchise fee.

Joint venture: Partnering with N@}! com AO establish a new
business in a f‘e‘g@m 92

o WMd subsidi estgkang a new business in a foreign country
P ( atis 100% ag«e parent company.

4. The challenges of managing international operations include:

O

o

O

o

o

Managing cultural differences

Managing language barriers

Managing political and economic instability
Managing trade barriers

Managing currency fluctuations

5. Case study: Company X should consider the following key factors when making
the decision to expand into the Chinese market:

o
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The size and growth potential of the Chinese market



Section B:
1. The three main types of international business strategies are:

o Exporting: This involves selling goods and services to foreign markets
without establishing a physical presence in those markets.

o Importing: This involves buying goods and services from foreign markets
for sale in the domestic market.

o Foreign direct investment (FDI): This involves establishing a physical
presence in a foreign market, such as by building a factory or acquiring a
local company.

2. The factors that companies should consider when entering a new international
market include:

o The political and economic environment of the country
o The cultural environment of the country

o The competitive landscape of the country

o The company's own resources and capabilities CO ‘u\L
internation
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3. The main challenges that companies face h@g@_&@r{
markets include: NO\&.
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o Exchange rate fluctuations
o Trade barriers
o Competition from local companies

4. The role of international trade organizations such as the World Trade
Organization is to promote free and fair trade between countries. They do this by
negotiating trade agreements, providing dispute resolution mechanisms, and
promoting trade liberalization.

5. The ethical implications of international business include issues such as:

o Human rights

21



