Discussion Questions

Provide a couple of paragraphs to help you prepare your thoughts so that you can contribute to the discussion about International
Business. Questions that you could address in your preparation: (You do not have to answer all of them, but you should at least

understand them enough to contribute during the discussion)

Chapter 1

How would you think International Business and Strategic Management are related to each other?

International Business (IB) and Strategic Management are deeply intertwined, like two sides of the same coin. Think of Strategic
Management as the “How-To” of performance, while International Business provides the complex “Where” and “Context.”

Which stakeholders do you thing should get the most consideration in why?

1. The Shareholder Primacy View: Historically, many MBA programs emphasized Shareholders (owners) as the primary stakeholder.
The logic is simple: they provide the capital and take the financial risk, so the firm’s strategy should focus on “maximizing
shareholder wealth.” From this perspective, profits are the ultimate scorecard of success.

2. The Stakeholder Theory View: More recently, the focus has shifted toward Stakeholder Theory, which argues that for a firm to be
successful in the long run, it must balance the interests of all parties that can affect or are affected by the firm.

Which International Business forms appeal to you the most?

International business forms generally fall into two broad categories: Trade-based and Investment-based.
To provide a high-level overview, here are the primary forms businesses use to cross borders:

* Exporting and Importing: The most common and often first step, involving the sale of goods made at home to foreign
markets, or bringing foreign goods into the home country.
e Contractual Agreements: This includes Licensing and Franchising, where a firm grants a foreign entity the right to use its
intellectual property or business model in exchange for fees or royalties.
¢ Foreign Direct Investment (FDI): A more advanced stage where a firm invests assets directly into a foreign country's facilities
or organizations to gain control and management. This can take the form of:
¢ Strategic Alliances and Joint Ventures: Partnering with a local firm to shate resources and risks.
e Wholly Owned Subsidiaries: Establishing a “carbon copy” of the parent firm or a specialized facility (like a greenfield

or brownfield investment) in another nation.
Which of the dimensions of the CAGE analytical framework do you think influences International Business the most?

The framework measures the distance between countries across four dimensions: Cultural, Administrative, Geographic, and
Economic. While the “most influential” dimension often depends on the specific industry, many strategists argue that Cultural
Distance (differences in religious beliefs, race, social norms, and language) is the most pervasive. This is because culture often acts as

an invisible barrier that influences consumer behavior and management styles in ways that are difficult to quantify.

Do you agree with "When in Rome do as the Romans do?" or do you subsctibe to the idea that there are universally
shared standards that can and should be enforced?

Ethical Relativism (the “When in Rome” approach) suggests that because different countries have different ethical standards, it is
appropriate for local moral standards to take precedence. From this perspective, if a certain business practice is common and

accepted in a host country, it is ethically “right” for a company to follow suit, even if that practice is frowned upon at home.



Ethical Universalism argues that there are fundamental concepts of right and wrong that transcend culture and borders. These
universal standards (such as basic human rights or honesty) form a “moral compass” that should apply to all businesses everywhere,

regardless of local customs.

The middle-ground approach is called Integrative Social Contracts Theory. This theory suggests that while universal “hyper-norms”
(like protecting human rights) must always be followed, there is also “moral free space” where local traditions and cultures should be

respected.

Chapter 2

How do the three pure forms of government relate to the three main types of legal system?

Foundational Principles of Political and Legal Systems: In political science and international business, governments are often
categorized by their philosophy regarding the rights of the individual versus the group and the role of the state. The relationship
between these systems is often a reflection of a country's history, culture, and religious values.

The Three Pure Forms of Government:

e Democracy: Power is derived from the people, either through direct referendum or elected representatives. It is the most
common form of government today.

* Authoritarianism: Control is centralized in a strong leader or a small group not democratically elected or accountable to the
public.

¢ Totalitatianism: An extreme form of authoritarianism whete the government secks to control every aspect of an individual's

life, often driven by a specific ideology like communism.
The Three Main Types of Legal Systems:

e Common Law: Based on tradition and precedence; judges interpret the law, and their rulings can set precedents for future
cases.

e Civil Law: Based on a detailed, written code of laws; it focuses on how the code applies to specific facts and is the most
widespread system globally.

* Religious (Theocratic) Law: Based on religious guidelines, such as Islamic Sharia law, which governs many Islamic nations and
impacts business through rules like the prohibition of charging interest.

What kind of government is the UAE?

The United Arab Emirates (UAE) is a federation of seven states, known as emirates, which are each ruled by a local hereditary leader
called an emir. These emirates are Abu Dhabi (the capital), Dubai, Sharjah, Ajman, Umm al-Qaywayn, Ras al-Khaimah, and Fujairah.

In terms of the relationship between government forms and legal systems:

e Form of Government: The UAE is a pluralistic system that functions as a federation of monarchies. While it has a central
federal government, the power is concentrated in the hands of the ruling emirs, which aligns with authoritarian characteristics
because leaders are not democratically elected by the general public.

e Type of Legal System: The UAE utilizes a hybrid legal system that combines elements of Civil Law and Religious (Sharia)
Law.

e Civil Law: Much of the commercial and administrative legislation is based on detailed written codes.
e Sharia Law: As an Islamic nation, religious guidelines deeply influence both social behavior and specific business
practices, such as the prohibition of charging interest in banking.

Which considerations or factors in direct foreign investment do you think deserve the most attention?

Determining which factors in Foreign Direct Investment (FDI) deserve the most attention depends on whether you are looking

through the lens of a host government trying to attract capital or a multinational corporation (MNC) trying to maximize returns.



Factor Priority for MNNCs | Priority for Host Governments

Stability High (Risk Mitigation) | High (Credibility)

Incentives | Moderate (Bonus) High (Competitive Tool)
Labor High (Operating Cost) | High (Job Creation)
Market Size | High (Growth) Moderate (Negotiating Power)

1. Political, Economic, and Legal Stability

From a corporate perspective, this is often the most critical factor because it underpins the security of the entire investment.

¢ Transparency and Rule of Law: Host governments must reassure businesses that operating conditions are transparent—
meaning policies are clearly stated and in the public domain—and stable.

¢ Predictability: MNCs look for environments that are unlikely to change suddenly, as political and economic risks arise
primarily when a country lacks a long history of commitment to the rule of law.

2. Infrastructure and Location Advantages

Strategic location choice is a primary driver for FDI because it can create unique competitive edges.

¢ Resource Access: This includes better access to raw materials, key suppliers, and energy. For example, Google chooses
locations for its server farms near hydroelectric dams specifically for cheap electricity.
e Logistics: Host governments often prioritize enhancing infrastructure in energy, transportation, and communications to attract

specific industries.

3. Administrative and Regulatory Environment

The “ease of doing business” is a significant filter during the due diligence phase of FDI.

e Bureaucracy: Managers must evaluate if it is straightforward to set up operations or if another country offers an easier
administrative process.

e Ownership Restrictions: Governments often restrict FDI through ownership limits or sanctions, which can be a deal-breaker
for firms requiring maximum control.

e Expatriation of Funds: A critical financial factor is whether a company can easily take profits out of the country or if local

restrictions exist.

4. Human Capital and Labor Costs

The quality and cost of the workforce are central to both “Efficiency-Seeking” and “Innovation-Seeking” FDI.

* Education and Skills: An educated and skilled workforce is a top investment criterion; consequently, many countries invest
heavily in education to appear more attractive to foreign firms.
e Cost vs. Productivity: While cheap labor is a draw in “factor-driven” economies, strategists also look at “technological

readiness” in “efficiency-driven” economies.
Why would governments want to encourage direct foreign investment?
Governments often compete aggressively to attract Foreign Direct Investment (FDI) because it serves as a powerful catalyst for

national development. The motivations are rarely just about the “cash injection”; they are about the long-term structural

improvements to the economy.



Chapter 3

When you hear the term Culture, what things come to your mind as the items that make up a culture?

When we talk about the specific items that make up a culture, think of it as a layered ecosystem rather than a single definition. To get
our gears turning, I'd like to look at it through the lens of Edgar Schein’s Three Levels of Culture, which moves from the things we
can see to the deeply embedded beliefs we don't even think about.

Thinking about Hofstede's five dimensions of culture, where do you think that there are major differences between the US
and the UAE?

To master the differences between the US and the UAE using Hofstede’s framework, it is helpful to look at the scores through a
“Strategic Distance” lens. While both countries are modern and globalized, their underlying cultural “operating systems” function

quite differently.
1. Power Distance (High in UAE vs. Low in US)

The UAE typically scores significantly higher in Power Distance. This means that in the UAE, hierarchy is respected and accepted;
subordinates expect to be told what to do, and power is often centralized at the top. In contrast, the US is highly Egalitarian;
employees expect to be consulted, and there is a preference for flat organizational structures.

2. Individualism vs. Collectivism (US is High vs. UAE is Low)

The US is one of the most Individualistic cultutes in the wortld, prioritizing personal goals and “I”” over “We”. The UAE is a
Collectivist society where loyalty to the “In-Group” (family, tribe, or long-term business partners) is paramount. In the UAE, business
is personal; you must build the relationship before you can build the contract.

3. Uncertainty Avoidance (UAE is High vs. US is Low-Mid)

The UAE tends to have a higher preference for Uncertainty Avoidance, meaning there is a greater reliance on formal rules, structured
social norms, and religious or traditional laws to guide behavior. The US culture is more tolerant of ambiguity and is generally more
comfortable with risk-taking and “learning by doing”.

4. Masculinity vs. Femininity

Both the US and UAE are often classified as Masculine societies, but the drivers differ. In the US, this manifests as a high drive for
individual achievement and competition. In the UAE, it is often reflected through the “protector” role and the importance of

national and family status/honor.
5. Long-Term Orientation

The US is famously Short-Term Oriented, with businesses often focused on quartetly results and immediate efficiency. The UAE,

while rapidly developing, often balances this with a more Long-Term view rooted in legacy and generational stability
In what ways do you think the differences in the culture of the US and the culture of the UAE might affect negotiation?

In international business strategy, negotiations aren't just about the numbers on the page; they are about the cultural scripts each side
is following. Based on the Hofstede dimensions we discussed—specifically Power Distance and Individualism—the friction points
usually emerge in how the deal is made rather than just what the deal is.

1. Relationship vs. Task (Collectivism)

In the US, “time is money,” and negotiators often want to get straight to the contract (Task-oriented). In the UAE, business is built
on a foundation of trust and honor (Relationship-oriented). You might spend three meetings drinking tea and discussing family
before the “real” business even begins; if you rush this, you may be viewed as untrustworthy or transactional.



2. Decision-Making Authority (Power Distance)

American negotiators often come to the table with “delegated authority,” empowered to make deals on the spot. In the UAE, because
of High Power Distance, the person sitting across from you may need to gain consensus from a higher-ranking family member or

executive. This can make the process feel “slow” to an American, but it is actually a sign of internal alignment.
3. Communication Style: High vs. Low Context

The US is a Low-Context culture—people say exactly what they mean (“No” means “No”). The UAE is a High-Context culture,
where “No” is often considered impolite. Instead, you might hear “Inshallah” (God willing) or “We will see,” which requitres you to

read between the lines to understand the true level of commitment.

Of the six Global Business area affected by culture according to this chapter, which would you want to take into account
in working with companies in the UAE?

In international business strategy, culture is not a separate department but a force that permeates every function of a global firm.
According to the “International Business” text by Saylor Academy, there are six key global business areas fundamentally affected by

culture that you must account for when working with companies in the UAE:
1. Business Negotiations

In the UAE, negotiations are a “high-context” activity where the relationship often precedes the contract. While a US firm might
focus on the “deal” (Task-Oriented), Emirati partners often prioritize “Guanxi” or equivalent local networking and trust-building

before discussing terms.
2. Marketing and Consumer Preferences

As seen in the Dunkin’ Brands case, local flavors and preferences are vital. In the UAE, this might mean adapting product offerings

to align with local tastes or religious requirements, such as ensuring food products are Halal-certified.
3. Management and Authority

The UAE generally exhibits a higher Power Distance than the US. Employees may expect more paternalistic leadership and clear, top-
down instructions rather than the collaborative, egalitarian style common in American corporate culture.

4. Communication (Verbal and Physical)

Language is a conspicuous expression of culture. Beyond the spoken word, “High-Context” cultures like the UAE rely heavily on
body language and physical context. For example, a “yes” might signify “I understand” rather than “I agree”.

5. Attitudes Toward Time and Deadlines

The UAE is traditionally a Polychronic culture, where people often do several things at once and prioritize relationships over rigid
schedules. An American “Monochronic” manager might find this frustrating, but it is a sign that the local partner values the

interaction more than the clock.
6. Global Business Ethics

Ethics are often rooted in national culture. In the UAE, business ethics are significantly influenced by Islamic Law (Sharia), which
prohibits charging interest. To operate successfully, you must understand Sharia-compliant financial strategies, such as leaseback or
sale-buyback agreements, to earn a profit while remaining ethically aligned with local laws.



Chapter 4

Pick one of the following and discuss how it describes the economy of a country. (GDP, PPP, HDI, HPI, GDI, GEM. )

Human Development Index (HDI) as an Economic Descriptor

While traditional measures like Gross Domestic Product (GDP) focus strictly on the total value of goods and services produced, the
Human Development Index (HDI) was developed to provide a more comprehensive picture of a country's “stage of development”.
In the context of international business strategy, relying solely on income-focused statistics can be misleading when assessing the

actual sophistication of a business environment or the quality of a local market.
The HDI describes an economy by measuring average achievements in three basic aspects of human development:

e Health: Measured by life expectancy at birth. This indicates the quality of the healthcare infrastructure and the overall well-
being of the labor force.

* Knowledge: Measured by a combination of the adult literacy rate and the combined primary, secondary, and tertiary school
enrollment ratios. For a business, this identifies the skill level and “human capital” available in the local workforce.

e Standard of Living: Measured by GDP per capita adjusted for Purchasing Power Parity (PPP). This reflects the actual “buying
appetites” and purchasing power of local citizens, rather than just raw production figures.

Why HDI Matters for Business Strategy

From a strategic perspective, a high HDI ranking suggests a more stable and “postindustrial” economy with transparent legal
environments and well-developed commercial infrastructure. For example, even if a country has a large total GDP, a low HDI might
indicate significant inequality or lack of education, which could limit the domestic market for high-end or high-tech goods.

By using HDI, managers can gauge if a country is an “innovation-driven” economy (typically high HDI) or a “factor-driven”
economy (typically lower HDI), which fundamentally changes how a firm would approach marketing, staffing, and investment.

Discuss where you think the UAE is as far as being a "developed country."

1. Economic Classification (GDP and PPP)

Economically, the UAE is a powerhouse. While the text notes that developed OECD countries typically dominate the “full
democracy” and highly developed rankings, it also points out that level of development is not always a binding constraint for other

nations.

¢ GDP & Purchasing Power Parity (PPP): The UAE is often grouped with “high-income” nations. When measuring economies,
managers often prefer GDP per person adjusted for PPP because it reflects the actual buying power of local residents. In the
UAE, high oil revenues and a robust service sector have historically placed its PPP-adjusted GDP among the highest in the
world.

e Infrastructure: A hallmark of a developed country is its “advanced factors,” which include investments in technology,
education, and infrastructure. The UAE has invested heavily in “supply-driven” infrastructure (similar to the Chinese model

mentioned in your readings), creating world-class ports, airports, and telecommunications that rival any Western nation.
2. Human Development Index (HDI)

The Human Development Index (HDI) provides a more complete picture than GDP alone by measuring health (life expectancy),
knowledge (education), and standard of living;

e Ranking: In the 2010 rankings provided in your text, the UAE was classified under “Very High Human Development” (ranked
32nd globally). This puts the UAE in the same top-tier category as the United States, Norway, and Australia.

* Health and Education: Its high ranking is a result of significant strides in adult literacy and life expectancy, moving the
country away from being a “factor-driven” economy to one that is increasingly “innovation-driven”.



3. The “Institutional” Perspective

While the UAE is “developed” in terms of wealth and human well-being, it may still face “distance” in other areas when compared to

Western developed nations:

e Political and Legal Systems: Unlike most “full democracies” in the OECD, the UAE is a monarchy with a legal system heavily
influenced by Religious (Shatia) Law. For example, Islamic finance laws prohibit interest, requiring businesses to use creative
strategies like “sale-buyback” agreements to remain compliant while earning a profit.

* Ease of Doing Business: According to the World Bank’s Doing Business rankings mentioned in your text, the UAE
(specifically highlighted by the inclusion of Bahrain in similar regional contexts) often scores well for its business-friendly

environment and streamlined administrative processes compared to other developing nations.
Make an argument for why the UAE should be still be considered a "developing economy."

1. High-Income Developing Economy Status

In international business, the world is no longer split into “neat categories”. The UAE is often termed a “high-income developing

economy”” because it possesses the wealth of a developed nation but still exhibits many traits of the developing world.

¢ Economic Dependency: Unlike fully developed “postindustrial” economies that are driven by a diverse services sectof,
developing economies often rely heavily on a few key commodity industries. Despite massive diversification efforts, the UAE's
economy remains significantly influenced by the oil and gas sector.

* GSP Preferences: In the World Trade Organization (WTO), countries “announce for themselves” whether they are developed
or developing. Many high-income nations in the Middle East maintain “developing” status to benefit from favorable trade

provisions, such as longer transition periods to implement agreements.
2. Institutional and Legal “Distance”

The CAGE framework (Culture, Administration, Geography, and Economics) highlights that even high-income nations can be

“distant” from the Western definition of a developed economy.

¢ Administrative Distance: Developed economies typically feature “transparent legal and regulatory environments”. While the
UAE has made strides, its legal system is a unique mix of civil, common, and Religious (Sharia) Law. This differs significantly
from the institutional frameworks of OECD nations.

e Political Structure: Most developed nations are charactetized by “democratically elected governments”. As a monarchy, the
UAE's political risk and decision-making processes are centralized, a trait more common in emerging matkets than in

traditional ““advanced” economies.
3. The “Dual” Nature of Technology and Social Infrastructure
Developing countries often display a “clash” between modern and antiquated systems.

¢ Factor-Driven vs. Innovation-Driven: Michael Porter’s theory notes that developed nations compete on “advanced factors”
like highly skilled labor and research. While the UAE is moving toward an Innovation-Driven economy, it still relies heavily on
imported “human capital” and foreign workers for high-tech roles, rather than a self-sustaining domestic innovation
ecosystem.

¢ Social Metrics: While the UAE has a “Very High Human Development” (HDI) ranking, it still faces challenges in areas like
income distribution and domestic ptivate-sector employment for citizens, which are core focuses for developing nations

looking to stabilize their long-term growth.
Do you think the UAE could be considered an emerging market similar to the BRIC countries? Why or why not?

Arguments for the UAE as an Emerging Market (Similar to BRIC)

¢ Institutional Evolution: Like the BRIC nations, the UAE is transitioning its legal and political institutions to better support
global commerce. A key trait of emerging markets is the move toward transparency and the reduction of trade barriers to



inspire business confidence.

e High Growth and Diversification: Emerging markets are characterized by rapid growth and a shift away from “factor-driven”
economies. The UAE’s aggressive push to diversify away from oil mirrors the BRIC strategy of moving into high-tech,
services, and infrastructure-led growth.

e Infrastructure Investment: Similar to China’s “supply-driven” infrastructure model, the UAE has invested heavily in “advanced
factors” like world-class ports and telecommunications ahead of demand to attract Foreign Direct Investment (FDI).

Arguments for the UAE as a Developed/Advanced Economy

e Human Development Index (HDI): According to the 2010 UNDP rankings in your text, the UAE is classified under “Very
High Human Development” (ranked 32nd globally). This puts it in the same tier as the US and Western Europe, whereas the
BRIC nations typically fall into the “Medium” or “High” (but not “Very High”) categories.

e Purchasing Power Parity (PPP): The UAE’s GDP per capita, adjusted for PPP, is significantly higher than that of the BRIC
countries, reflecting a much higher standard of living and “buying appetite” among its residents.

¢ Post-Industrial Traits: Developed economies are often “service-based”. While the BRICs are still heavily
industrial/manufacturing-focused, the UAE’ economy is increasingly dominated by services like finance, toutism, and

logistics.
Chapter 5

What are your thoughts on the WTO and the US' participation in the WTO?

1. The Role and Perception of the WTO

The WTO is the only global international organization dealing with the rules of trade between nations. It serves as an institutional
framework designed to promote free and fair trade by providing a forum for member nations to dispute, discuss, and debate trade-

related matters.

¢ Evolution from GATT: The WTO was formed in 1995 to replace the General Agreement on Tariffs and Trade (GATT).
Unlike GATT, which was a series of rules, the WTO is a formal institution with expanded powers, particularly in the
settlement of disputes.

e Expansion of Scope: Beyond physical goods, the WTO now manages the General Agreement on Trade in Services (GATS)
and TRIPS, which focuses on protecting intellectual property rights (IPR) globally.

e The MFN Principle: A cornerstone of the WTO is the “Most-Favored-Nation” (MFN) clause, which requires that a trade
benefit granted to one member must be extended to all. This ensures that no nation is disadvantaged in the global trading

system.
2. The US Participation in the WTO
The United States was a primary architect of the post-WWII trading system and remains a dominant player in the WTO.

e Strategic Use of the Dispute System: The US frequently uses the WTO to challenge trade practices it deems unfair. A
prominent example is the “Airbus vs. Boeing” case, where the WTO condemned European subsidies to Airbus, potentially
allowing the US to raise import tariffs in retaliation.

¢ Protecting Domestic Interests: US trade groups, such as the National Cattlemen’s Beef Association, rely on the government to
raise issues through the WTO, such as Japan's restrictions on US beef imports following mad cow disease concetns.

e The Globalization Debate: Participation in the WT'O is a focal point of the debate between “Flat World” proponents (like
Thomas Friedman), who see the WTO as a necessary flattener for global efficiency, and “Multidomestic” skeptics (like Pankaj
Ghemawat), who argue that administrative and political distances between nations remain significant.

3. Current Challenges and Friction Points

Participation is not without controversy. While the WTO promotes free trade, the US and other nations often engage in
protectionism to guard key domestic industries, a practice sometimes referred to as “neo-mercantilism”.



e Doha Round Stalls: The current round of negotiations (the Doha Round) has faced significant hurdles since 2001, particularly
regarding agricultural subsidies in developed nations like the US, which developing nations argue create an uneven playing
field.

e Sovereignty Concerns: Critics in the US and Europe often express concern that international bodies like the WTO may

infringe on a country's sovereign right to make its own economic and political policies.

Pick one of the four types of regional economic integration and discuss how it is supposed to benefit international trade,
and if you think it is fulfilling its intentions.

How an Economic Union Benefits International Trade
An Economic Union is designed to create a “borderless” marketplace. It functions by combining three key elements:

e Free Trade: All internal tariffs and quotas are removed.

e Common External Policy: All members apply the same tariffs to non-member countries.

¢ Unified Economic Policies: This includes a common currency (like the Euro) and the “Four Freedoms”—the free movement
of goods, services, capital, and labor.

The strategic benefit is Scale and Efficiency. By removing exchange rate risks and administrative “friction” at borders, companies can
treat an entire continent like a single domestic market. This allows for massive economies of scale and forces local monopolies to
compete, driving down prices for consumers.

Is it Fulfilling its Intentions?
The answer is a mix of strategic success and “institutional friction”:

e The Success: The EU has successfully created the world's largest single market. For a business, this means you can
manufacture a product in Germany and sell it in Spain without changing the packaging for different regulations or worrying
about currency fluctuations (within the Eurozone). This has undeniably boosted trade volumes.

¢ The Challenge: Fulfilling the intention of a “unified” economy is difficult because while the economy is integrated, the politics
remain national. We saw this during the Eurozone crisis; Greece and Germany have very different fiscal needs, but they share

the same monetary policy. This “one size fits all” approach can lead to significant tension, as seen with Brexit.
Discuss how you think the UN is fulfilling its stated goals. What do you think it is doing well and what is it not doing well?

In international business strategy, supraorganizations like the United Nations (UN) are viewed as “global balancers” designed to
create an institutional framework where nations can cooperate rather than compete through conflict. Established in 1945, the UN

serves as a primary vehicle for reducing “Administrative Distance” by creating common laws and standards for all nations.
Chapter 6

What are the reasons what we need to have an international monetary system?

To master the concept of an international monetary system, we must first understand why it is essential for a globalized economy. At
its core, an international monetary system provides the necessary structure for nations to trade and interact financially without being
limited by their local currencies or borders.

What is you option on the criticisms of the International monetary fund (IMF)?

The International Monetary Fund (IMF) is a supra-organizational body ctreated alongside the World Bank after World War 11 to
provide stability and predictability to the global monetary system. While it plays a critical role in preventing financial collapses, it is
frequently a lightning rod for debate in international business circles.

To help you uncover these insights independently, let’s look at the foundational principles often at the heart of these criticisms:



» Sovereignty and Policy Conditionality: When the IMF provides “bailouts” to countries in crisis (like the $1 trillion rescue fund
for Greece and other euro-zone nations in 2010), it often imposes strict budget cuts and tax increases. Critics argue these
“one-size-fits-all” mandates disregard local cultural, social, and political histories.

¢ Economic Ethos Divide: There is often a fundamental divide between competitive export-oriented nations and deficit-heavy
countries. The IMF is sometimes criticized for imposing the “economic ethos” of the North (strict work habits, high
productivity) on Southern nations without considering if those reforms are culturally feasible.

e Transparency and Corruption: Some nations, like Greece, have been accused of concealing the true level of their deficits
before seeking aid, leading to questions about the IMF's ability to enforce transparency in ingrained cultures of corruption.

How do you think of the World bank performance?

Establishing your perspective on the World Bank is a crucial next step in mastering the landscape of international finance and
strategy. Much like the IME, the World Bank is a supra-organizational body that emerged from the 1944 Bretton Woods Agreement,
but its performance is judged by a different set of objectives and outcomes.

Initially founded to fund the post-WWII reconstruction of Europe, the World Bank’s mission has evolved into a broader global

purpose: reducing poverty and supporting long-term economic development.
To help you evaluate its performance, consider these three “Strategy Lenses™:

e Impact on Infrastructure: The Bank provides loans for critical public sector investments, such as roads, telecommunications,
schools, and hospitals. Success here is often measured by whether these investments lead to higher national productivity and
GDP.

e The “Trade vs. Aid” Debate: A significant critique of the World Bank's performance is that long-term charity can be
“degrading” and ineffective. Some experts argue that business investments and trade, which employ local workers, are a more
powerful engine for recovery than traditional aid.

¢ Health and Environmental Outcomes: The Bank also measures its success through social metrics. For example, it tracks health
hazards like indoor kerosene fumes in developing countries, seeking to replace them with sustainable energy solutions.

What are the biggest benefits to business of the IMF and World Bank?

While these institutions are often viewed through a political or humanitarian lens, they provide essential “scaffolding” that allows
international businesses to operate with greater predictability and less risk.

Here are the biggest strategic benefits from a business perspective:

e Monetary Stability and Predictability: The IMF serves as a stabilizer for the global monetary system. By providing loans to
countries facing balance-of-payment crises, the IMF helps prevent currency collapses that would otherwise make it impossible
for businesses to price products or repatriate profits.

e Infrastructure and Market Development: The World Bank funds large-scale infrastructure projects—such as roads,
telecommunications, and power grids—that are often too risky for private companies to finance alone. This creates the
physical and digital backbone that businesses need to enter and scale in emerging markets.

¢ Reduction of Transaction Costs: By fostering international cooperation and standardizing certain economic rules, these
institutions help lower the “cost of doing business” across borders. This stability allows firms to plan long-term investments
rather than reacting to constant economic volatility.

 Risk Mitigation for Foreign Investment: When the World Bank or IMF intervenes in a developing nation to improve
transparency or reduce corruption, it increases “business confidence”. This makes it safer for multinational corporations to
engage in Foreign Direct Investment (FDI)—building factories or offices in those countries rather than just exporting to
them.



Chapter 9

What are some reasons you might choose a joint venture over a wholly owned subsidiary?

Choosing between a joint venture and a wholly owned subsidiary is a pivotal decision in international expansion, as it fundamentally
changes how a company manages risk and control. While a wholly owned subsidiary offers total control and all of the profits, it also
requires the firm to bear the full burden of costs and risks. A joint venture, by contrast, involves forming a new corporate entity

jointly owned by two or more companies that share revenues, expenses, and control.
What are the three reason that firms engage in countertrade?
According to international business principles, here are the three core reasons:

e Lack of Convertible Currency: Many developing nations or countries with unstable economies may not have access to “hard”
currency (like the US Dollar or Euro) to pay for imports.

e Bypassing Trade Barriers or Controls: Some governments impose strict currency controls or import restrictions; countertrade
allows firms to bypass these financial hurdles by trading goods directly.

¢ Gaining Competitive Advantage: In highly competitive markets, offering to accept a country’s local products as payment can

make a firm’s bid more attractive than a competitor who demands cash.
What is the difference between outsourcing and global sourcing?

The core difference lies in what is being changed: outsourcing involves changing who performs an activity, while global sourcing

involves changing where an activity or resource is acquired.

¢ Outsourcing (The “Who” Factor): Outsourcing is a strategic decision to contract out value chain activities that were formerly
performed in-house to outside specialists.
* Global Sourcing (The “Where” Factor): Global sourcing is the practice of procuring goods, services, or resources from the

global market across certain national borders.
Name and explain four of the common documents used for export and import transactions.

e Bill of Lading: This is a contract between the exporter and the carrier (such as UPS or FedEx). It authorizes the cartier to
transport the goods and acts as both proof of shipment and proof that the goods have been received.

e Commercial Invoice: This is essentially the bill for the goods being shipped. Exporters use it to request payment, while
governments use it to determine the value of the goods for customs and valuation purposes.

e Export Declaration: This document is provided to customs and port authorities. It contains contact information for both
parties and a description of the items, allowing the government to verify the export and compile national trade statistics.

¢ Certificate of Origin: As the name suggests, this document declatres the country where the product was originally
manufactured. It is primarily used to determine the correct import duties, which may be lower if the country has a specific

trade agreement (like “most favored nation” status).

Chapter 14

Define market segmentation and list segment examples.

Market Segmentation is the process of dividing a broad consumer or business market into sub-groups of consumers based on shared

characteristics

¢ Geographic: Location, climate, ot population density.

e Demographic: Age, gender, income, or education level.

e Psychographic: Lifestyle, values, social class, or personality traits.
* Bchavioral: Usage rates, brand loyalty, or benefits sought.



Explain three advantages of centralized marketing.

* Brand Consistency: By controlling all communications from a central point, a company ensures that its brand identity, tone,
and visual standards remain identical across every market, preventing brand dilution.

¢ Economies of Scale: Centralization allows for bulk purchasing of media and shared production costs for creative assets,
significantly reducing the “per unit” cost of marketing materials.

e Operational Efficiency: Standardized processes eliminate the “reinventing the wheel” syndrome, as high-level experts at HQ
develop frameworks that are pushed out globally, reducing redundant work across local teams.

Define product adaptation for customization of products offered.

Product adaptation is the process of modifying an existing product to meet the specific needs, preferences, or regulatory
requirements of a particular market or customer segment. Unlike a “standardized” strategy where one product is sold globally
without change, adaptation acknowledges that cultural, economic, and legal differences dictate how a product is perceived and used.

Explain the choices a company has to partner, to acquire, or to build from scratch for distribution in a foreign locale.

e Partner (Borrow): This involves forming a Joint Venture or Strategic Alliance with a local distributor. You leverage their
existing “last-mile” networks and cultural knowledge in exchange for a share of the margins.

e Acquire (Buy): This is the rapid-entry method whete you putrchase an existing local distributor or competitor. You
immediately inherit their infrastructure, staff, and customer relationships, though you face significant integration challenges.

e Build from Scratch (Build): Known as a “Greenfield Investment,” this involves setting up your own wholly-owned subsidiary.
You maintain 100% control over the brand experience and operations, but it is the slowest and most capital-intensive route.



