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Chapter 12 – Global Marketing Strategies
Multiple Choice Questions

1. __________ is said to link trading partners, whether they are giant corporations or single individuals with a small business:

a) Technology.

b) Better management.

c) Higher salaries.

d) Smaller organizations.

Answer a
(Introduction
Page 366)

2. Expanding a small business into international markets:

a) guarantees its success in the marketplace.

b) makes it a member of GATT automatically.

c) often helps it to grow faster and better survive competition.

d) leads to business failure for companies under $100 million in annual revenue.

Answer c
(Strategies for “Going Global” 
Page 371)

3. Becoming a global business depends on instilling a global culture throughout the organization that permeates:

a) a little of what the company does.

b) some of what the company does.

c) a lot of what the company does.

d) everything of what the company does.

Answer d
(Strategies for “Going Global” 
Page 371)

4. As with any new venture, the entrepreneur needs to ask, and answer, all of the following questions about the business except:

a) Is there a profitable market in which our firm has the potential to be successful for an extended period of time?

b) Does our firm have the specific resources, skills and commitment to succeed in this venture?

c) Are there pressures domestically that are forcing the firm to seek global opportunities?

d) Are we able to efficiently travel to, from, and within our global market?

Answer d
(Why Go Global? 
Page 369)

5. Which of the following is true about global competition?

a) There is less of a focus on quality and more of a focus on price internationally.

b) It makes companies more customer-focused.

c) It is largely the domain of small businesses due their flexibility.

d) It tends to shorten the life cycle of a product or service.

Answer b
(Why Go Global 
Page 367)

6. The reality of “going global” is that the entrepreneur must understand the needs of the:

a) Suppliers.

b) Government.

c) Customers.

d) Employees.

Answer c
(Strategies for Going Global 
Page 371)
7. The first step to becoming a truly global company is to:

a) establish an export program.

b) find a joint venture partner.

c) begin to think globally, taking on a global attitude toward a business.

d) hire motivated, multilingual managers.

Answer c
(Domestic Barriers 
Page 389)
8. A small business owner needs to consider several questions before launching an international venture, such as:

a) “Do we have the correct multinational management in place?”

b) “Can we find an appropriate international partner for this venture?”

c) “What non-tariff barriers do we have to be prepared to overcome?”

d) “Are we sensitive to the cultural differences of conducting international business?”

Answer d
(Why Go Global? 
Page 368)
9. The type of companies that are an important channel of foreign distribution for small companies just getting started in international trade or for those lacking the resources to assign their own people to foreign markets are referred to as:

a) Export management companies.

b) Joint ventures.

c) Sole proprietorships.

d) Export trading companies.

Answer a
(Trade Intermediaries

Page 374)
10. Often joint ventures fail because the entrepreneur didn’t:

a) Define at the outset important issues such as each party’s contributions and responsibilities, the distribution of earnings, the expected life of the relationship, and the circumstances under which the parties can terminate the relationship.

b) Understand in depth their partner’s reasons and objectives for joining the venture.

c) Select a partner who shares their company’s values and standards of conduct.

d) All of the above.

Answer d
(Joint Ventures 
Page 378)
11. _________ is the primary market for U.S. franchisers:

a) South America.

b) Canada.

c) Mexico.

d) the Caribbean.

Answer b
(International Franchising 
Page 380)

12. __________ involves a transaction in which a company selling goods in a foreign country agrees to promote investment and trade in that country.

a) Countertrade.

b) Export.

c) Import.

d) Bartering.

Answer a
(Countertrading and Bartering 
Page 380)

13. Small businesses go global:

a) for very different reasons than large businesses do.

b) through joint ventures with large companies.

c) when they realize their success and survival depends on them going global.

d) often between their fifth and seventh year of existence as a domestic company.

Answer c
(Domestic Barriers 
Page 389)

14. The simplest and least expensive way to conduct international business is through:

a) foreign licensees.

b) the World Wide Web.

c) joint ventures.

d) trade intermediaries.

Answer b
(World Wide Web 
Page 372)

15. John is taking his company global on the World Wide Web. He is currently conducting market research on the international market. In the evolution of small businesses going international via the web, John's company is at which step in the evolutionary process?

a) Step 1

b) Step 2

c) Step 3

d) Step 4

Answer b
(World Wide Web 
Page 373)

16. A relatively easy way of getting into international marketing, which currently handles about 10% of all U.S. exports, is through ________ who act as distributors in foreign countries for domestic companies of all sizes.

a) Foreign licensees

b) International franchises

c) Joint ventures

d) Export trading companies

Answer c
(Joint Ventures 
Page 377)

17. A/an ________ is a business that buys and sells products in a number of countries, offering a range of services—importing, exporting, shipping, distributing, and others—to their clients.

a) foreign joint venture

b) export trading company

c) foreign licensee

d) resident buying office

Answer b
(Export Trading Companies 
Page 375)

18. An export trading company is:

a) a government-owned or business-owned facility set up in a foreign country to buy products that are made there.

b) a firm in an overseas distribution network selling noncompetitive products made by other firms.

c) formed by an agreement by which a licenser gives a foreign licensee the right to use a patent, trademark, copyright, technology, and products in return for a percentage of the licensee's sales or profits. 

d) a business that buys and sells products in many countries, either in its own name, or as an agent for its buyer-seller clients.

Answer d
(Export Trading Companies 
Page 375)

19. ______ is/are one of the trading intermediaries a small company can use to enter the global marketplace.

a) Export merchants

b) Joint ventures

c) International franchising

d) Establishing international locations

Answer a
(Manufacturer’s Export Agents 
Page 375)

20. A/an _________ is a government- or privately-owned company established in a foreign country for the purpose of buying goods made there.

a) export trading company

b) resident buying office

c) foreign distributor

d) export merchants

Answer b
(Resident Buying Office 
Page 375)

21. A resident buying office is:

a) a business that buys and sells products in many countries, either in its own name, or as an agent for its buyer-seller clients.

b) a firm in an overseas distribution network selling noncompetitive products made by other firms.

c) a government-owned or business-owned facility set up in a foreign country to buy products that are made there.

d) formed by an agreement where a licenser gives a foreign licensee the right to use a patent, trademark, copyright, technology, and products in return for a percentage of the licensee's sales or profits.  

Answer c
(Resident Buying Office 
Page 375)

22. Evie works for a domestic wholesaler who does business in foreign markets, buying goods from domestic companies and selling them in foreign markets. Evie's firm is an:

a) resident buying office.

b) export trading company.

c) foreign distributor.

d) export merchant.

Answer d
(Export Merchant 
Page 375)

23. In a ______, two or more AMERICAN small businesses form an alliance for the purpose of exporting their goods abroad. The companies get antitrust immunity and share responsibility for the business equally.

a) foreign joint venture

b) trade intermediary

c) export ventures

d) export management company

Answer c
(Trade Intermediaries 

Page 374)

24. In a/an ________, a domestic small business forms an alliance with a company in the target nation for the purpose of exporting to that market.

a) foreign joint venture

b) trade intermediary

c) domestic joint venture

d) export management company

Answer a
(Joint Venture 

Page 377)

25. The most important ingredient in the recipe for a successful joint venture is: 

a) choosing the right country or region.

b) generating sufficient capital to pursue the venture.

c) choosing the right partner.

d) hiring efficient employees to carry out the venture.

Answer c
(Joint Venture 

Page 377)

26. The U.S. Commerce Department, the SBA, and the Trade Administration provide a number of services. TOP—the trade opportunity program—is one and through it entrepreneurs can:

a) receive up-to-the minute pre-screened sales leads, including joint venture possibilities.

b) establish business relationships in major markets by helping them make networking contacts.

c) gain access to contact and product information for more than 82,000 foreign distributors.

d) place advertisements that will reach thousands of foreign customers.

Answer a       (Resources for Locating a Trade Intermediary 
Page 376)

27. If you can’t afford to invest in foreign facilities, don’t have time to even learn the foreign market, but you are willing to give someone else the right to make and market your product for a fee and royalties, your best bet for entering the foreign market is:

a) a foreign management company.

b) joint venturing.

c) foreign licensing.

d) international franchising.

Answer c
(Foreign Licensing 
Page 378)

28. Foreign licensing has its greatest potential in the licensing of:

a) products.

b) intangibles.

c) goods.

d) franchises.

Answer b
(Foreign Licensing 
Page 378)

29. Domino’s Pizza, McDonald’s, etc., in Japan and Europe are examples of:

a) foreign management companies.

b) joint venturing.

c) foreign licensing.

d) international franchising.

Answer d
(International Franchising 
Page 379)

30. In international franchising, ____ is the secondary market(s) for U.S. franchisers:

a) Japan

b) Canada

c) Europe

d) Both (a) and (c)

Answer d
(International Franchising 
Page 380)

31. Countertrades have significant drawbacks, including:

a) getting goods that are of no direct use to the seller.

b) receiving currency that cannot be exchanged outside the foreign nation.

c) needing a trading intermediary to arrange the countertrade, thereby raising costs.

d) being limited in size to $100,000 per deal.

Answer a
(Countertrading and Bartering 
Page 381)

32. The first step an entrepreneur should take when starting an export business is to: 

a) recognize that the tiniest companies and least experienced entrepreneurs have the potential.

b) research and pick target markets.

c) develop a distribution strategy.

d) find his/her customer.

Answer a
(Exporting 
Page 382)

33. To break into international markets the entrepreneur needs to take several steps including:

a) analyzing his/her commitment to the effort.

b) researching the markets and picking a target market.

c) developing a distribution strategy.

d) all of these.

Answer d
(Exporting 
Pages 382-384)

34. Candi is thinking through a number of management issues in making her exporting decision. She is thinking about her company's ____ capacity when she is thinking about how exporting will affect meeting domestic orders, her pricing structure, collection process, and what it will cost her for the company to make enough product for foreign export.

a) financial

b) management

c) production

d) marketing

Answer c
(Production Capacity 
Page 385)

35. The biggest barrier to small business exports is:

a) the lack of experience.

b) the lack of financing.

c) not understanding other cultures.

d) not having appropriate products for export.

Answer b
(Financial Capacity 
Page 385)
36. __________ is the exchange of goods and services for other goods and services.

a) Countertrade.

b) Export.

c) Import.

d) Bartering.

Answer d
(Countertrading and Bartering 
Page 381)

37. When collecting for the sale of foreign goods, a small business will use a _____, an agreement between their bank and the foreign buyer's bank that guarantees payment.

a) bank draft

b) foreign sales agreement

c) tariff voucher

d) letter of credit

Answer d   
(Collect your money 
Page 387)

38. Sometimes, once established in international markets, businesses _____, despite the frustrations of securing services, the significant capital investment involved, etc.

a) offer foreign licenses

b) sell international franchises

c) establish an international location

d) use trade intermediaries

Answer c
(Establishing International Locations 
Page 388)
39. Key to successfully establishing an international location is:

a) securing the necessary licenses to operate in the foreign country.

b) finding the right person to manage the international office.

c) making a substantial investment in personnel.

d) being able to speak the language of the foreign country.

Answer b
(Establishing International Locations 

Page 388)
40. International trade has:

a) been cut by 50% by international trade barriers.

b) declined three-fold over the last decade.

c) grown 36-fold to over $9 trillion since the 1970s.

d) centered around the Pacific Rim for the last five years.

Answer c
(Barriers to International trade 
Page 389)

41. Of the three domestic barriers exporters face, _____ is the biggest.

a) information

b) attitude

c) financing

d) language

Answer b
(Barriers to International Trade 
Page 389)

42. John wants to expand into the foreign markets, but he can’t convince his partners. They feel international markets are the domain of large corporations. John is facing which barrier to international trade?

a) financing

b) political

c) cultural

d) attitude

Answer d
(Cultural Barrier 
Page 392)

43. An entrepreneur wants to move into international markets but can’t quite figure out how to do it. He’s not clear on his target market or how to approach it but he knows he needs to “go global.” This entrepreneur is experiencing which barrier to international trade?

a) financing

b) information

c) cultural

d) attitude

Answer b
(Barriers of International Trade 
Page 389)

44. A type of non-tariff barrier to trade that consists of selling large quantities of products in foreign countries below cost is referred to as:

a) dumping.

b) clearance selling.

c) bartering.

d) exporting.

Answer a
(International Barriers 
Page 391)

45. Malcolm won a contract to provide nuts, bolts, and washers to a small African country’s military.  Unfortunately, neither his bankers nor venture capitalists would provide the loans needed to buy the material to produce the order.  The bank didn’t do international loans.  Which barrier to international trade is Malcolm experiencing?

a) information

b) cultural

c) financing

d) attitude

Answer c
(Barriers of international trade 
Page 390)

46. The tax that a government puts on products that are imported into a country is called a/an:

a) embargo.

b) tariff.

c) quota.

d) non-tariff barrier.

Answer b
(Tariff Barriers 
Page 390)
47. A quota is:

a) a duty, or tax, that a government puts on products that are imported into the country.

b) the maximum amount of a product that can be imported or exported.

c) a prohibition or suspension of foreign trade of specific imports or exports.

d) a law that a government uses to regulate products that are imported into the country.

Answer b
(Tariff Barriers 
Page 390)
48. An embargo is:

a) a duty, or tax, that a government puts on products that are imported into the country.

b) the maximum amount of a product that can be imported or exported.  

c) a law that a government uses to regulate products that are imported into the country.

d) a prohibition or suspension of foreign trade of specific imports or exports.

Answer d
(Tariff Barriers 
Page 391)
49. The members of the European Community have limited the number of cars Japanese automakers can export into the European market.  This is an example of which type of trade barrier?

a) tariff

b) quota

c) embargo

d) dumping

Answer b
(Tariff Barriers 
Page 390)
50. Political barriers that entrepreneurs face are:

a) government takeovers of private property.

b) attempts at coups to overthrow ruling parties.

c) violent acts against businesses and their employees such as kidnappings and bombings.

d) all of the above.

Answer d
(Political Barriers 
Page 391)

51. An American executive went to a foreign country to sign a business contract.  While there, he found that there were numerous government regulations his company needed to meet before closing the deal. This executive was experiencing which barrier to international trade?

a) non-tariff

b) political

c) cultural

d) domestic

Answer b
(Cultural Barriers 
Page 392)
52. Wanda is an American manager with a U.S. firm in Japan. Wanda is having difficulty “conducting business.”  When invited to play golf she attempts to talk business, but her Japanese hosts gently refuse.  When she meets a new corporate customer, she tries to get “right down to business” to show respect for their time, but they insist on talking about non-business matters for several meetings.  Wanda is experiencing what international barrier to doing business?

a) cultural

b) political

c) domestic

d) non-tariff

Answer a
(Cultural Barriers 
Page 393)

53. The General Agreement on Tariffs and Trade has had what effect on tariffs around the world?
a) It has had little effect, only lowering them an average of 4.7%.

b) It has eliminated tariffs among member nations and raised them to nonmembers.

c) It has had no effect.

d) It has reduced them by 90% since 1947.

Answer d
(GATT 
Page 395)

54. The North American Free Trade Agreement:

a) brought Chile, Mexico, the United States, and Canada together as one market.

b) eliminated all tariffs among member nations, effective immediately, and raised them to nonmembers.

c) benefits the trading relationship between Canada and the United States most.

d) created a unified market of 406 million people and $11 trillion in goods and services.

Answer d
(NAFTA 
Page 396)
55. The North American Free Trade Agreement has which of the following provisions?

a) The immediate elimination of all tariff and quota barriers on all goods

b) The elimination of non-tariff barriers by 2008

c) A lowering of safety and air quality standards

d) The formation of a North American Trade Organization

Answer b
(NAFTA 
Page 396)

56. Many consumers across the world have an affinity for anything American, which has allowed some companies to take products that have reached the maturity stage of the product life cycle in the United States and sell them very successfully in foreign markets. This refers to:

a) Increase sales & profit

b) Extend products’ life cycles
c) Raise quality levels
d) Lower manufacturing costs
Answer b
(Why Go Global 
Page 367)

57. Which of the following refers to demographic / physical environment when screening a country?

a) Population size, growth and density

b) System of government

c) Economic growth

d) Balance of payment

Answer a
(A Country Screening Matrix

Page 369)

58. Which of the following refer to demographic / physical environment when screening a country?

a) Urban and rural distribution
b) Climate and weather variations
c) Shipping distance & Natural resources
d) All of the above
Answer d
(A Country Screening Matrix 

Page 369)

59. Currency: inflation rate, availability, controls, stability of exchange rate;  Balance of payments;  Per capita income and distribution; Disposable income and expenditure patterns are components of:

a) demographic / physical environment
b) social / cultural environment
c) economic environment
d) market access
Answer c
(A Country Screening Matrix 

Page 369)

60. Understanding the customer needs and desires is a component of:

a) demographic / physical environment
b) social / cultural environment
c) product potential
d) market access
Answer c
(A Country Screening Matrix 

Page 370)

61. Issues to be addressed before entering into a joint venture include:

a) What contributions will each party make?

b) Who will be responsible for making which decisions?

c) Under what circumstances can the parties terminate the relationship?

d) All of the above

Answer d
(Joint Venture 

Page 378)

62. Which type of international entry requires “prenuptial agreement”?

a) Foreign Licensing

b) Foreign Direct Investment

c) Import / Export

d) None of the above

Answer d
(Joint Venture 

Page 378)

63. A ____________ is an agreement between an exporter’s bank and the foreign buyer’s bank that guarantees payment to the exporter for a specific shipment of goods. 

a) Bank draft

b) Letter of Credit

c) COD

d) Line of Equity

Answer b
(Exporting 
Page 387)

64. A ___________ is a document the seller draws on the buyer, requiring the buyer to pay the face amount (the purchase price of the goods) either on sight (a sight draft) or on a specified date (a time draft) once the goods are shipped. 

a) Bank draft

b) Letter of Credit

c) COD

d) Line of Equity

Answer a
(Exporting 
Page 387)
65. Which of the following is correct?

a) A tariff is a tax, or duty, that a government imposes on goods and services imported into that country.

b) A quota is a tax, or duty, that a government imposes on goods and services imported into that country.

c) A quota is a limit on the amount of a product imported into a country.

d) Both a and c

Answer d
(Tariffs 
Pages 390-391)

66. George is planning to import fabrics to the Bahamas.  After investigating the trade rules, he found that he can only import limited yards of fabrics to the Bahamas.  This is an example of:

a) Tariff

b) Quota

c) Embargo

d) Dumping

Answer b
(Tariffs
Pages 390-391)

67. Martha has heard that Iranian caviar is in demand and is planning to start an importing business.  After further research, she found that she is not able to import such product from Iran to the United States. This is an example of:

a) Tariff

b) Quota

c) Embargo

d) Dumping

Answer c
(Tariffs 
Page 391)

68. An ___________ is a total ban on imports of certain products or all products from a particular nation.

a) Tariff

b) Quota

c) Embargo

d) Dumping

Answer c
(Tariffs 
Page 391)

69. The ___________ of a nation includes the beliefs, values, views, and mores that its inhabitants share.

a) Political beliefs

b) Business beliefs

c) Personal beliefs

d) Cultural beliefs

Answer d
(Culture 
Page 392)
True or False Questions
70. Even though large companies must view themselves as "global companies" if they are to succeed, small companies cannot because they have a significant competitive disadvantage in the global environment.

Answer F
(Introduction 
Page 366)
71. A recent study concluded that American firms with global operations grew faster and earned more than purely domestic companies.

Answer T
(Introduction
Page 366)
72. Multinational companies are only 25% more likely to survive the decade than domestic companies.

Answer F
(Introduction 
Page 366)

73. For many businesses across the world, "going global" is now a matter of survival, not preference.

Answer T
(Why Go Global 
Page 366)

74. Currently, only about 40% of goods made in America face foreign competition but that percentage will rise dramatically over the next decade.

Answer F
(Why Go Global 
Page 367)

75. Small businesses go into global markets for a number of reasons such as to offset declining domestic sales.

Answer T
(Why Go Global 
Page 367)

76. Going global tends to make companies more quality and customer conscious.

Answer T
(Why Go Global 
Page 367)

77. Going global often shortens the products' life cycles and raises manufacturing costs, but it does enhance a company's reputation.

Answer F
(Why Go Global 
Page 367)

78. An important question for the small business owner to ask before entering global markets is, "If we go global, can we get back out?"

Answer T
(Why Go Global 
Page 369)

79. Going global can lower manufacturing costs.

Answer T
(Why Go Global 
Page 367)
80. Some companies have been able to take products that had reached the maturity stage of the product life cycle in the United States and sell them successfully in foreign markets.

Answer T
(Why Go Global 
Page 367)

81. Going up against some of the toughest competition in the world forces a company to hone its competitive skills.

Answer T
(Why Go Global 
Page 367)

82. One of the issues an entrepreneur must address before going global is whether or not there is a profitable market in which the firm has the potential to be successful for an extended period of time.

Answer T
(Why Go Global 
Page 369)

83. The least expensive way to enter international markets is by using a trade intermediary.

Answer F
(The World Wide Web 
Page 372)

84. When using the world wide web to enter international markets, companies go through a four-step evolutionary process that begins with doing market research on their target company,

Answer F
(The World Wide Web 
Page 372)

85. The use of trade intermediaries currently accounts for nearly 50% of all UNITED STATES exports.

Answer F
(Trade intermediaries 

Page 374)
86. One form of trade intermediary, the export management company, is a merchant intermediary that works on a buy-and-sell arrangement with domestic small companies.

Answer T
(Trade intermediaries 

Page 374)

87. Unlike an EMC or an ETC, manufacturer’s export agents are international sales representatives who work on commission in a short-term relationship with the small domestic company.

Answer T
(Export Trading Companies 
Page 375)
88. In order to grow their international business, Chong and Kelly's Engineered Demolitions, they have had to become more culturally sensitive.

Answer T
(Manufacturer’s Export Agents 
Page 375)
89. Export merchants represent a limited number of non-competing domestic companies.

Answer F
(Export Merchants 
Page 374)

90. Selling to a resident buying office is just like selling to domestic customers since the buying office handles all of the details of exporting the products.

Answer T
(Resident Buying Offices 
Page 376)

91. Foreign distributors work in a close partnering relationship with a small business, providing a wide range of services to a limited number of domestic companies.

Answer F
(Foreign Distributors 
Page 375)

92. The key to establishing a successful relationship with a trade intermediary is to thoroughly screen in order to determine what type of intermediary the small company needs.

Answer T
(The Values of Trade Intermediaries 
Page 376)

93. In a domestic joint venture, a domestic company forms an alliance with a company in the target nation.

Answer F
(Joint venture

Page 377)

94. When two small businesses in the target nation form an alliance, they have formed a foreign joint venture.

Answer F
(Joint Venture
 
Page 377)

95. Choosing the "right" joint venture partner is crucial to its ultimate success.

Answer T
(Joint Venture

Page 377)

96. The Commercial Service International Contacts List (CSIC) and the Country Directories of International Contacts (CDIC) provide the same information but organized in different ways.

Answer T
(Resources for Locating a Trade Intermediary 
Page 376)

97. One way to avoid the failure of a joint venture is to not use any kind of an agreement that details what to do if the business fails, as this just predestines the joint ventures failure.

Answer F
(Joint Venture 

Page 378)

98. Foreign licensing is when a business buys and sells products in many countries, either in its own name, or as an agent for its buyer-seller clients.

Answer F
(Foreign Licensing 
Page 378)

99. The licensing potential for intangibles, such as technology, trademarks, etc., is often greater than the licensing opportunities for products.

Answer T
(Foreign Licensing 
Page 378)

100. While franchise outlets are throughout the world, Europe is the primary market for U.S. franchisers.

Answer F
(International Financing 
Page 379)

101. A small business exporting to Hungary would likely have to engage in barter or countertrade since Hungarian currency is not convertible into any other currency.

Answer T
(Countertrading and Bartering 
Pages 380-381)
102. Successful bartering is easier than countertrade but requires finding a business with complementary needs.

Answer T
(Countertrading and Bartering 
Page 381)

103. Most Export Management Companies (EMSs) are merchant intermediaries, working on a buy-and-sell arrangement with domestic small companies.

Answer T
(Trade Intermediaries 

Page 374)

104. ETCs usually perform both import and export trades across many countries’ borders.

Answer T
(Trade Intermediaries 

Page 375)

105. Most products sold in the United States require major modifications before they can be sold in foreign markets.

Answer F
(Exporting
Page 384)

106. An important management issue to consider before going international is to decide who will be responsible for the export entity's organization and staff.

Answer T
(Exporting – Table 12.3
Page 383)

107. Lack of export financing remains a significant barrier to small businesses selling in foreign markets.

Answer T
(Find Financing 
Page 385)

108. The best way for Specialty Building Supplies to move into international markets, given their expertise and their Autovent product, would be direct exporting.

Answer F
(Exporting 
Pages 370-371)

109. The key to successfully establishing an international location is properly screening for the right partner company with compatible goals and products/services.

Answer F
(Establishing International Location 
Page 387)

110. Usually, the first step a small business takes when getting its products into international markets is setting up permanent offices in foreign countries.

Answer F
(Establishing International Location 
Page 388)

111. An advantage to establishing an international location is lower start-up costs in the foreign country.

Answer T
(Establishing International Location 
Page 388)

112. Small companies often find that competing in foreign markets and selling to foreign customers makes them tougher competitors at home.

Answer T
(Establishing International Location 
Page 388)

113. Very few nations interfere with free international trade by erecting trade barriers with tariffs, quotas, and embargoes.

Answer F
(Barriers to International Trade 
Page 389)

114. The three biggest domestic barriers to exporting facing small businesses are the appropriateness of the product, political and cultural information, and finding a suitable foreign agent to assist them.

Answer F
(Domestic Barriers 
Page 389)

115. When a government imposes a quota on a particular imported good, the effect is to raise the price customers must pay for that good.

Answer T
(Tariff Barriers 
Page 390)

116. Specialty Building Supplies’ primary barrier in entering Japan was political.

Answer F
(Tariff Barriers 
Page 390)
117. American small business owners are often astounded at how much less government regulation there is in foreign countries.

Answer F
(Political Barriers 
Page 391)

118. In most other countries, American business owners and managers find human resource laws to be very similar, if not more stringent, than they are in the United States.

Answer F
(Business Barriers 
Page 392)

119. Cultural differences among countries have little impact on international trade.

Answer F
(Culture Barriers 
Page 392)

120. Fortunately for U.S. business owners, American customs and habits have become the standard for proper business behavior around the world.

Answer F
(Culture Barriers 
Page 393)

121. The World Trade Organization was formed as a consequence of the growth of the European Community.

Answer F
(WTO 
Page 395)

122. GATT will probably bring 2 million jobs and as much as $1 trillion to the U.S. economy over the next decade.

Answer T
(GATT 
Page 395)

123. In Spain, patience is a must for conducting business; Spaniards like to get to know business associates before working with them.

Answer T
(Culture Barrier 
Page 394)

124. An American business owner greeting a Japanese executive should use both a handshake and a bow.

Answer T
(Culture Barrier 
Page 395)

125. NAFTA is an agreement between the United States, Canada, Mexico, Argentina, and Chile, forming a free trade arena among these countries.

Answer F
(NAFTA 
Page 396)

126. NAFTA includes provisions reducing tariff and non-tariff barriers and toughening health and safety standards.

Answer T
(NAFTA 
Page 396)

127. In a domestic joint venture, the businesses share the responsibility and the costs of getting export licenses and permits, and they split the venture’s profits.  

Answer T
(Joint Ventures

Page 377)

128. The most important ingredient in the recipe for a successful joint venture is choosing the right country or region.

Answer F
(Joint Ventures 
Pages 377-378)

129. The goal of countertrading is to help offset the capital drain from the foreign country’s purchases.
Answer T
(Countertrading and Bartering 
Page 381)

130. The first step on how to establish an exporting program is to analyze the product or service.

Answer F
(Exporting 
Page 382)

131. Simply duplicating the practices companies have adopted (and have used successfully) in the domestic market and using them in foreign markets is an effective strategy for entrepreneurs.
Answer F
(Business Barriers 
Page 392)

132. Understanding cultural differences is one of the most important keys to international business success.
Answer T
(Cultural Barriers 
Page 393)

133. A free trade area is a region in which there are no tariffs or taxes on imports and exports.

Answer F
(NAFTA 
Page 396)

134. Export / import the exchange of goods and services for other goods and services, is another way of trading with countries lacking convertible currency.
Answer F
(Countertrading and Bartering 
Page 380)

135. In a barter exchange, a company that manufactures electronics components might trade its products for the coffee that a business in a foreign country processes, which it then sells to a third company.

Answer T
(Countertrading and Bartering
Page 381)

136. A letter of credit reduces the financial risk for the exporter by substituting a bank’s creditworthiness for that of the purchaser.

Answer T
(Exporting 
Page 387)

137. A letter of credit is a document the seller draws on the buyer, requiring the buyer to pay the face amount (the purchase price of the goods) either on sight (a sight draft) or on a specified date (a time draft) once the goods are shipped. 

Answer F
(Exporting 
Page 387)

138. Companies should be flexible and willing to make adjustments to their products and services, promotional campaigns, packaging, and sales techniques when selling abroad.

Answer T
(Domestic Barriers 
Page 389)

139. A is a tax, or duty, that a government imposes on goods and services imported into that country is considered to be a tariff.

Answer T
(International Barriers 
Page 390)

140. Embargo is when there is a limit on the amount of a product imported into a country.

Answer F
(International Barriers 
Page 391)

141. An embargo is a total ban on imports of certain products or all products from a particular nation.

Answer T
(International Barriers 
Page 391)

142. The culture of a nation includes the beliefs, values, views, and mores that its inhabitants share.

Answer T
(Culture 
Page 392)

Essay Questions
143.  Why it is important for small businesses to "go global?”

(Why Go Global)

144. Describe the four stages of global competitiveness developed.

(Why Go Global)

145. How can a small business use the World Wide Web to go global?

(Strategies For Going Global)

146. One of the seven ways a small business owner can “go global” is through trade intermediaries.  Identify the six types of trade intermediaries and explain why a small businessperson might use each one.

(Trade Intermediaries)

147. Discuss joint ventures, identifying the two primary types, and why a small business might consider using a joint venture to go global.

(Joint Ventures)

148. How do foreign licensing and international franchising differ? Why would a small business owner choose one over the other in going global?

(International Franchising)

149. Explain the concepts of countertrade and barter and what role they play in international business.

(Countertrading and Bartering)

150. Describe how culture can be a barrier to "going global" and offer examples from three different countries.

(Cultural Barriers)

151. For the small business owner there are two major trade agreements, GATT and NAFTA. Explain each one and its impact on the small business “going global.”

(International Trade Agreements)
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