Booklet 6: International Trade and Markets: PATTERNS
3.2.1 Global Systems and Global Governance 

Booklet 6 – INTERNATIONAL TRADE AND MARKETS:
Volume and Patterns
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[bookmark: _Toc529107377]1.	International Trade Introduction 
[bookmark: _Toc529107378]1.1	Define the term TRADE:




The notion of comparative advantage is why most nations trade – countries should specialize in providing goods and services that they excel at producing. They trade these for things they are not good at producing.
https://www.youtube.com/watch?v=Tzjn-v99fZw 

Summarise ‘Trading Characteristics’.
	Category
	Development characteristics
	Trading characteristics

	Developed economies/countries
	
	

	Emerging economies (EE)
	
	

	Less developed economies/countries (LDCs)
	
	






1.2	Global Trade:

TASK: What do you think has been the main driver of global economic integration over the past 200 years?


https://www.youtube.com/watch?v=J-qGCZ4wmxs (Definition and need for free trade)
One consequence of global systems (such as the WTO) has been to bring countries together into trading blocs, which support free trade agreements between member countries without incurring protectionist measures, such as tariffs or charges. Many successful regional trade agreements exist, such as NAFTA (North America Free Trade Agreement) and various European agreements.
Free trade agreements and market principles are criticised by some: https://www.youtube.com/watch?v=M4Sz1NNvepk 
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Optional http://estream.godalming.ac.uk/View.aspx?ID=1744~4q~qLPeeqUN Senegal =  2 min 48  - 6 min 40. Free Trade principles - impacts on LICs – add to your notes



[bookmark: _Toc529107380]1.3	Barriers to Trade 

Protectionism – 
· A deliberate policy by government to impose restrictions on trade in goods and services with other countries – usually done with the intention of protecting home-based industries from foreign competition.
· Used by governments in both developed and developing countries to protect their established or emerging industries
· Used within trade blocs, so countries outside the trade bloc have to pay an additional tariff to trade within the trade bloc.  Opponents of trade blocs argue that by offering unfair advantages to member countries, they restrict the development of the global economy.
https://www.youtube.com/watch?v=wFO8FDvLoms 
1. Trade barriers are used by countries as a ‘protectionist’ measure. What are countries trying to protect (AO1) (4 marks) 





2. 2. Identify TWO types of external trade barrier protecting an economy and explain how they work (AO1,AO2) (6 marks) 
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2. Volume and Pattern of International Trade and Investment
[bookmark: _Toc529107379]2.1.	Trends in Volume and Patterns of Trade between HICs, NEEs and LICs.
Which countries dominate world trade and why?



[image: Table

Description automatically generated][image: Text, letter

Description automatically generated]
Figures 1 and 2 show two patterns of trade: inter-regional trade (between regions) and intra-regional trade (between countries within regions – in this case continents) from 2000 to 2016. Which regions dominate world trade and why?
TASK:  Analyse the data in Figures 1 and 2 (6 marks).
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General Patterns in World Trade
Using the maps, analyse the patterns (6 marks):






From the maps and data– international trade patterns are dominated by a few large economic blocs – North America, Europe and East Asia.
Emerging economies (such as China, India, Brazil) are challenging this dominance
Value of world merchandise trade increased by more than 7% per year on average between 1980 and 2011, reaching a peak of US$18 trillion in 2013. 
Value in world trade of services was US$4.6 trillion in 2013

2.2.	Trends in Foreign Investment 
Define Foreign Direct Investment:




A report by the UN Conference on Trade and Development (UNCTAD, 2014) showed that inflows of global FDI grew to US$1.45tn in 2013
Flows to developing countries reached a record high of US$778bn, which makes them worth 54% of the worldwide amount
The top 10 host countries for FDI inflows (2013) – USA stays as the top country, with US$188 billion investment. Mexico is number 10, but it’s growth in FDI doubled in 1 year.
China was the largest recipient of FDI by 2014.
FDI flows to developed countries as a whole dropped by 14% compared to 2013 also mirroring the small but significant shift in world trade from HICs to LICs.

TASK – Study Figure 3 and list factors that might influence the volume and patterns of international trade and investment
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Demography, investment, technology, energy and other natural resources, transportation costs and institutions are fundamental economic factors that all shape the overall nature of trade and explain why countries trade.  Many NICs have increased proportion of young adult workers, whereas many HICs have an ageing population – all with different needs and spending habits.
Regulations, protectionism and high transportation costs can limit trade.

[bookmark: _Toc529107394]3	Further Guidance: References 
[bookmark: _Toc529107395]3.1	Further reading

International Trade deals ‘in the news’
Students can take this study further by undertaking independent research. They can investigate some recent news stories that link well with the study of globalisation.
· Markets update  Shares soar as Trump hints at possible US-China trade deal https://www.theguardian.com/business/2018/nov/02/shares-soar-as-trump-hints-at-possible-us-china-trade-deal 
· World Bank update   New Zealand – best place to do business: https://www.theguardian.com/business/2018/oct/31/new-zealand-is-best-place-to-do-business-but-uk-slips-to-ninth-report-world-bank 
· Trade war:  Quick guide to US-China trade war:  https://www.bbc.co.uk/news/business-45899310 

Textbooks:
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What is meant by ‘free trade’?

What are the pros and cons of free
trade?

Pros of free trade: Cons of free trade:

How does free trade affect lower-
income countries?

(Hint: think in terms of the costs and benefits
of socio-economic development)
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Barriers to Trade: Examples

Or take cotton. If EU and
US cotton subsidies were
removed, cotton exports
from sub-Saharan Africa
could i increase by up to 75%.

<" r;»\v

Cashew nuts - Mozamblque

Rich countries have also
created obstacles designed
to bar imports from
developing countries with
a natural advantage in
producing agricultural
goods. These barriers
include high ‘tariffs’—
taxes charged at the
border on imported goods.










Barriers to Trade: Examples

Cashew nuts  -Mozambique 
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@ Figure 6 World merchandise exports by region and selected economy, 1948-2013
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Study Figure 6. With reference to specific figures and
countries/and or regions, analyse changes in world
exports. Write your answer as concise evidence-based
bullet points.
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Advantages of international trade Disadvantages of international trade.

Comparative advantage ~ a country specialises in producing only.
those goods that can be produced efficiently and at the lowest
opportunity cost (see ‘The Umbrella City' below).

Econormies of scale — producing a narrower range of goods and
Services means that a country can produce i higher volumes and
ata cheaper cost per item/unit

Purchasing pawer  increasing trade results in increased
‘competition that lowers prices and allows consumers to be able to
buy more for their money.

Fewer domestic monopolies — domestic prices may be kept high
when a single firm controls a large proportion of the domestic
market (25% or greater), as there s less competition. Imports
from overseas competitors help to lessen this effect.

Transfer of technology - application of new technologies is
incentivised as this may lead to design improvements and cost
savings as well as supporting innovation and enterprise (see 1.2,
Uganda).

Increased employment ~ increased production for export i likely
to result in increased employment.In turn, as a result of the
multpler effect, more jobs wil be created across the whole
economy.

2 Figure 3 Advantages and disadvantages of international trade

Over specialisation ~ If demand fals or f the same goods can be
produced more cheaply overseas, then production needs to shif
to other products. Specialised production centres tend to be less
flexble and less able to diversiy (see 1.3, Nigeria)

“Product dumping’~ profit ines can be dangerously Ught, even to
the point where goods are sold at a potential loss. Dumping refers
to exporting at a price that is lower in the foreign market than the
price charged domestically.

Stunted growth or decline of local and emerging industries — new
home-grown industries may find it difcult to grow and become
established when faced with existing foreign competition. where
costs are lower.

Protectionism and tarifs ~ a country/ government may protect
important domestic industries by imposing additional taxes and
tariffs on imported goods and/ or encouraging exports.

De-sillng ~ traditional skils and crafts may be lost when
production technology replaces manpower. So-called 'screwdriver
jobs' may dominate.

Exploitive and lobourintensive industres ~ the biggest cost for
most industries is abour; this is particularly true for consémer
manufacturing industries. By squeezing this cost, even if working
conditions are compromised, profits can be maximised.
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Learning Objectives:

= Students are able to define the term ‘trade’

= Students are aware of barriers to trade and
understand the term ‘protectionism’

= Students can describe and explain general patterns in
world trade between HICs, NEES and LICs.

= Students understand the global trends in Foreign
Direct Investment (FDI)

INTERNATIONAL
TRADE AND ACCLSS
TO MARKETS

KEY WORDS:

Trade Terminology g

Trade bloc: a group of countries that have

certain rules and regulations in order to trade with each other
(most offer free trade)

Import: a good brought into a country

Export: a good going out of the country

Quota: a set limit on how much of a certain good can be
imported

Barrier: a generic name given to methods of limiting or
stopping trade

Tariff: an added tax on imports (effectively making the good
more expensive)

Embargo: partial or complete ceasing of trade with certain
countries (usually done for political reasons)

Sanction: a general term for ceasing or limiting trade for
political reasons

Subsidies: when domestic goods have their costs reduced to
compete with imports, or when domestic goods have their cost
of exporting reduced (usually via government grants)
Protectionism: a method of guarding the production of a
domestic good by placing trade restrictions on imports of the
same good

Free trade: trade without quotas, tariffs or other restrictions
Fair trade: when fair prices are paid to manufacturers/
farmers on certain goods










§

Students are able todefine the term ‘trade’

§

Students are aware of barriers to trade and 

understand the term ‘protectionism’

§

Students can describe and explain general patterns in 

world trade between HICs, NEES and LICs.

§

Students understand the global trends in Foreign 

Direct Investment (FDI)
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