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Second Semester MBA Degree Examination, May/June 2010
International Business Management

Max. Marks: 100

Note: 1. Answer any FOURfull questions from Q.No. 1 to 7.
2. Question No.8 is compulsory.

a. What is globalization? (03Marks)
b. Differentiate between domestic and international business. (07Marks)
c. Explain the different modes and entry strategies of international business. (10Marks)
a. Define the political system. (03Marks)
b. What are ethical issues? List the actions for improving international business ethics.

(07Marks)
c. What is an _economic system? Explain the types of economic systems and list out the

determinants of economic development. (10Marks)
a. Define mercantilism. (03Marks)
b. Differentiate between absolute and comparative advantage. (07Marks)
c. Explain national competitive advantage as explained by Michael Porter. (10Marks)
a. Explain the need for formulating the international trade policy. (03Marks)
b. How WTO is different from GAIT? (07Marks)
c. What are the various instruments of international trade policy? Explain all. (10Marks)
a. What are the different levels of economic integration? (03Marks)
b. Discuss the arguments for and against regional integration. (07Marks)
c. Discuss the objectives and organization structure ofSAARC. (10Marks)
a. List the differences between a multinational corporation and a global corporation. (03Marks)
b. Discuss the headquarters and subsidiary relations in MNCs. (07Marks)
c. Explain the organization structure of MNCs, with respect to anyone approach. Give its

advantages and disadvantages. (10Marks)
Write short notes on :
a. Foreign exchange market. b. Currency convertibility. c.IMF. d. World Bank.(20Marks)

CASE STUDY: The Coca Cola Company ~oes worldwide with a local strate2V

Coca - Cola is the largest selling soft drink company in the world, but salesvary by
nation. For example, Americans consume almost 30 gallons of coke annually, in contrast to
Europeans who drink less than half this amount. In some countries, such as France, Italy and
Portugal, the average is in the range of 10 gallons. In an effort to increase its European sales,
the Coca - Cola company has been taking a number of steps.

One of these, has been to replace local franchisers who have become too complacent,with
more active, market - driven sellers. In France, for example, Pernod, a Coca - Cola franchisee, was
forcedto sell some of its operations back to the Coca - Cola companywhich in turn, appointeda
new marketingmanager for the country. In addition,coke's price was lowered and advertisingwas
sharplyincreased.As a result,per capita'consumptionin France has been goingup.

In England, Beechamand Grand metropolitanused to be the Coca - Cola company'snational
bottlers,but that has now been turned over to Cadbury Schweppes,most famous for its Schweppes
mixers.The latter immediatelybegan a seriesof marketing programs,that resulted in salestripling
withinthreeyears.

In Germany the pace has been even faster. Beginning in the early 1990s, the Coca - Cola
company identified East Germany as one of its primary targets and began building a distribution
networkthere, to both packageand sell coke locally.Meanwhile throughout the entirecountrythe
companyhas taken even bolder steps includingthe replacement of an inefficient bottlingnetwork
and the institution of a new, well - financedmarketingcampaign. As a result, Germanyis now the
Coca - Cola company's largestand most profitablemarket in Europe.
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But all of this has come at a price. For example, some government agencies and companies
have expressed concern about the Coca - Cola company's overriding emphasis on cost control and
market growth and its willingness to push aside those who are unable to meet these goals. As a
result, the EU's competition directorate has been asked to investigate possible
anti-competitiveness tactics. Meanwhile in the UK, the British Monopolies and Mergers
Commission (now the competition commission) has investigated the Coca-Cola company regarding
its joint venture with Schweppes. San Pellegrino, the mineral water company has filed a complaint
with the commission of the European communities, contending that the Coca-Cola company abused
its dominant position by giving discounts to Italian retailers who promised to stock only coke.

Yet, none of these actions has stopped the Coca - Cola company to establish a strong foothold
in Europe. As the EU continues to eliminate all internal tariffs, it will be possible for a chain store
with operations in France, Germany, Italy and the Netherlands to buy soft drinks from the lowest
cost supplier on the continent and not have to worry about import duties for shipping them to the
retail stores. So low cost and rapid delivery are going to be key strategic success factors in what is
likely to be major "Cola war". The Coca - Cola company believes that its current strategy puts it in
an ideal position to win this battle, although recent developments shed some doubt on whether the
company will be successful as it is forecasting.

On the positive side, Coca - Cola HBC, the world's second largest coke bottler, has been
strengthening its presence in eastern Europe, through the recent acquisition of its parent group's
bottling operations in the Baltic states and Russia. CC HBC is going to pay the Coca - Cola
company $ 200 million for territories that include the fast growing markets of Moscow and
St. Petersburg as well as less developed operations in central and eastern Russia. At the same time,
the Coca-Cola company is investing almost $ 400 million in Russia and the Baltic in order to bolster
sales and the market volume as projected to grow 20 percent annually, in this region.

On the other hand, the company has had a number of recent setbacks. Worldwide market
growth has been flat and the Coca-Cola company's effort to develop innovative, non carbonated
products has not proven very successful. The company knows that, its future growth is going to
depend heavily on its-ability to supplement its current product line, with new offering, such as
calcium - fortified waters, vitamin enriched drinks, and perhaps coffee and tea offerings. Worst of
all perhaps, a few years ago the company began centralizing control and encouraging consolidation
among its bottling partners. The Coca - Cola company believed that, by making all key operating
decisions in Atlanta, it could drive up profitability. Unfortunately, at the same time that, it was
pushing for this centralized type of operation, regional markets began demanding that the company
be more responsiveto local needs, In short, the Coca - Cola company was going global while the
markets want it to go local.

The Coco - Cola company is now trying to turn things around. In particular, the firm is now
implementing three principles that are designed to make it more locally responsive. First, the
company is instituting a strategy of "Think local; act local" by putting increased decision
making in the hands of local managers. Second, the firm is focusing itself as a pure marketing
company and pushing its brands on a regional basis and local basis rather than on a
world - wide basis. Third the Coca - Cola company is now working to become a model citizen

by reaching out to local communities and getting involved in civic and charitable activities.
In the past, the Coca - Cola company succeeded as a multinational because of its

understanding and appeal to global commonalities. Today it is trying tohold its market share by
better understanding and appealing to local differences.

Questions:

a. Why is the Coca - Cola company making foreign direct investment in Europe? (05Marks)
b. How is the Coca- Cola company improving its factor conditions in Europe? (05Marks)
c. How is local rivalry helping to improve - The Coca - Cola company's competitive

advantage? (05Marks)
d. Is the Coca - Cola company a multinational enterprise? (05 Marks)

*****

20f2

www.InyaTrust.com

www.InyaTrust.com


