Booklet 7: International Trade and Markets: Relationships between HDE, EME and LDE
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Booklet 7 – INTERNATIONAL TRADE AND MARKETS:
Trading Relationships and Patterns between Highly Developed Economies, Emerging Major Economies and Less Developed Economies.
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1. Trading Relationships and Patterns: HDE, EME and LDE

[bookmark: _Toc26340570]1.1	Trading Relationships: HDEs, EMEs, LDEs

Trading relationships and patterns between large, highly developed countries (e.g. USA and EU), emerging major economies (e.g. China and India) and smaller, less developed economies (Latin America and southern Asia) have been determined over the last 70 years by a series of trade agreements and principles.

· Who are the main trading entities?



New players have risen to prominence in world trade - developing countries (LDEs) and rapidly industrialising Asian economies (EMEs)– two important groups - BRICS and MINT. 
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In 2013, China became the world’s biggest trader in goods. Import and exports totalled $4,159 billion.  In 2015, China overtook the USA as the largest economy in the world.
Developing economies continue to grow their trade with HDEs and EMEs, but this is slow.

· Patterns of trade vary – in Europe and Asia Pacific intra-regional trade is high, whereas in Latin America and sub-Saharan Africa most trade goes outside the region
· Trade relationships between HDEs, EMEs and LDEs, are changing – as Western countries pull back from global trade it is increasingly conducted between Asia Pacific, Latin America and sub-Saharan Africa.

· Trade has become more regionalised since 1990, particularly in Europe and Asia.. What might be the reasons for this?





[bookmark: _Toc26340572]1.3	Trading Agreements and Principles

· Trade is drawing in an increasing number of countries – the WTO had 124 members when it started in 1995, and it has grown to 164 members today.
· Expansion of the WTO membership and world trade has been accompanied by the formation of regional trade ‘blocs’ like the EU, which support free trade between member countries without incurring tariffs or charges.
· The groupings of emerging nations are becoming increasingly important, e.g. ASEAN and APEC
· Countries outside the trade bloc have to pay an additional tariff to trade within the trade bloc.

TASK:

1. What are the benefits of being in a trade bloc?






[bookmark: _Toc26340575]1.4	Anti-globalisation

· Huge changes are taking place: trade involving EMEs has grown rapidly, so much so that trade within regions is more important than trade with HDEs.

· Explain what trade deficits means:  




TASK:	Highlight the causes and impacts of anti-globalisation
1. Why does the US administration have a large trade deficit?
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2. What has happened to the steel industry in developed economies? Explain how this may have led to a feeling of anti-globalism.



2. Larger Trade Agreements - Issues

2.1 [bookmark: _Toc26340577]Larger trade deals

Growing anti-globalisation results in threats to larger trade deals such as the Doha Round, Trans-Pacific Partnership (TPP) and even Brexit – countries want to protect their growth.

· Some supporters within the USA view the development of the both TTP and TTIP agreements as a strategic move to make deals with both the West and the East and may be a response to the emerging threat of China as an economic superpower and driver of trade.
· There are many opponents to the TTIP agreement on social and environmental grounds. Their major concern is that it will give power to large TNCs above that of democratically elected governments.

TASK:
1. Read Hodder page 303, (also Oxford page 22) on the TPP and TTIP. 

Trans-Pacific Partnership (TPP)




Transatlantic Trade and Investment Partnership (TTIP)





2. Read the article on the TPP and the website.

· https://www.cfr.org/backgrounder/what-trans-pacific-partnership-tpp 
· What were the main points agreed to under the TPP?
· What would be the benefits of the deal, especially for the US?
· Why did the US pull out of the deal?
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3 [bookmark: _Toc26340578]The role of China in Africa: EME 
[bookmark: _Toc26340579]3.1	Chinese interest turns to Africa, as it becomes the world’s largest economy
https://www.newsweek.com/china-us-wants-world-itself-thats-why-cant-accept-beijing-role-africa-861019 
https://www.youtube.com/watch?v=d4EkznawTXg

[image: ] The rapid industrialisation of China has offered opportunities for some regions, particularly Africa, to improve terms of trade but this is not an equal power relationship.
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TASK: Summarise the role of China in world trade:

How are China’s trading patterns and relationships changing? Complete the table.
Refer to the information above, page 304 in Hodder textbook and Oxford textbook page 19 – China 
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Additional notes:



4 [bookmark: _Toc26340580]Less Developed Economies and World Trade
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 African countries have low intra-regional trade, and this can hinder their growth: https://www.youtube.com/watch?v=GRh8s6zb1bg –– take notes on the importance for Africa on improving trade within and outside of the continent




See pages 304 to 305 in Hodder on Latin America and trade blocs. Example - MERCOSUR: the EU and North America are its main markets. This is significant in the trade relationships between HDEs and LDEs.

The role of LDEs in global world trade is changing, but it faces a number of challenges still.  

EXTENSION TASK - RGS Lecture on: ‘Africa in the 21st Century’ with Kofi Annan and Bob Geldof: https://www.rgs.org/geography/online-lectures/africa-in-the-21st-century-(1)/





5 [bookmark: _Toc26340581]Exam Question Practice
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Learning Objectives:

= Students can discuss trading relationships and patterns
between:

= large, highly developed economies (HDE) such as the United
States, the European Union, emerging major economies (EME)
such as China and India and smaller, less developed economies
(LDE) such as those in sub-Saharan Africa, southern Asia and
Latin America.

= Students can recognise the unequal nature of world trade and
dominance of a few countries, e.qg. the role of Trade Blocs
and other multilateral agreements in offering unfair
advantages to the few.

= The role of China in world trade — research China in Africa -
a growing trade relationship offering opportunities for some
regions to improve their terms of trade.

= LDESs are increasing their role in global trade, forming their
own trade blocs (e.g. MERCOSUR in South America).

INTERNATIONAL
TRADE AND ACCESS
TO MARKETS

KEY WORDS:

Terms of trade

Trade Bloc

Multi-lateral agreement
Bilateral agreement
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fuelled some of the anti-globalisation views
that have intensified since 2016.

Anti-globalisation trends

The current US administration believes its
large trade deficit is the result of ‘unfair’ trade.
US manufacturing exports dominated global
trade in the 1960s and 1970s. Now east and
southeast Asia have become major exporters
of commodity goods like electronics, and
both the USA and certain European countries
import more electronics than they export. In
the 1980s, as production shifted from Western
countries to east and southeast Asia and
South America, the manufacturing industry
in ‘developed’ countries hit a crisis.

When Western countries dominated
manufacturing, workers in those countries
could depend on factory jobs that paid
good wages. But as firms moved their plants
offshore wages stagnated. Statistics provided
by the Pew Research Center show that, after
adjusting for inflation, real wages of US
manufacturing workers are not that different
today from 40 years ago. Farmers too have not
had an easy time. Farm incomes in the USA
and European countries have dropped in the
past 5 years. Stagnation of real wages helps
to explain the backlash against globalisation
that we are seeing now, in the Brexit vote and
the election of Trump.

Industrial decline

The backlash may also be traced to the
decline of certain industries in areas which
used to form the manufacturing backbone
of countries in North America and Europe.
China now exports four times as much
steel as the USA, and twice as much steel as
Germany. This was not the case 15 years ago.
US manufacturing companies that use steel as
an input turned to imported steel because it
was cheaper. At its peak, the US steel industry
hired more than 100,000 American workers.

Employment in the industry has now fallen
to 81,000 and is still declining. Together,
these changes have fuelled anti-globalisation
sentiments in America’s industrial heartland
in the Midwest.

The impact on trade blocs

The backlash against international trade
has contributed to the stalling of trade
bloc development that we have seen with
Brexit and the failure of the Trans-Pacific
Partnership. Brexit is of course also about
other issues, including perceived problems
associated with migration. But the impacts
on trade are complex.

Several decades of EU integration mean
that firms have built infrastructure and
supply networks across Europe to support
international trade. It is not so easy for Rolls-
Royce to pull out from Poland — relocating
factories is costly. When Rolls-Royce imports
parts, it is in effect managing its European
and global supply chain. This involves buying
parts from its subsidiaries and facilities in
other countries and using them in the final
assembly of its luxury cars. It is no longer so
easy to distinguish what is ‘made in England’
or ‘made in America’ when production relies
on such complex global networks.

Conclusion

There are two opposing trends in the geography
of contemporary trade. An increasing number
of countries are becoming involved in global
trade, but some developed countries are
withdrawing from trade pacts. Rising anti-
globalisation sentiments in the West could
be damaging for a region like sub-Saharan
Africa which depends on Western markets.
It is not surprising that such countries are
diversifying their trade relations away from
Europe and North America to Asia Pacific. It
is important to note that trade is increasingly
conducted between Asia Pacific, Latin America
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Impacts of metal extraction

In the last 20 years, there has been a dramatic
increase in demand for metal from the
emerging economies of east Asia, particularly
China (Figure 3). To meet this growth in
demand, metal supplies that were previously
uneconomic to exploit have been developed.
In short, the frontiers of metal exploitation
have shifted from north to south — from the
advanced markets and developed economies
to those that are emerging and developing.
This global shift, despite political risks, is
particularly apparent in Africa.

New mines in Africa result in more investment and

jobs and, in turn, increased government revenues. New
trade routes have been established and the geopolitical
implications of increased African—-Asian cooperation are
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© Figure 3 Percentage growth in China’s
consumption of metals (2002-14)

policies offer a ‘no strings attached' route to development.
However, critics point to unfulfilled Chinese promises
of development assistance, flooding of cheap Chinese
manufactured goods into African local markets and to

also significant. China in particular argues that its economic  working practices that are unsafe and unethical
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© Figure 5 Attitudes towards Chinese and US investment in
sub-Saharan Africa; surveys of seven African countries and
the percentage of their population that has a favourable
view of USA and China
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STRETCH YOURSELF

The West has held back from investing in parts of Africa, including
signing trade agreements, where doubt exists over governance (such
as fears of corruption and abuse of human rights). Following trade
and aid agreements with these same African governments, should
China be seen as a saviour or a sinner? For example, many millions of
Africans have been lifted out of poverty while others accuse China as
acting like yet another colonial power (see Figure 5, 118) The annual
Global Attitudes survey may help to structure and to inform your
argument (www.pewglobal.org — search for ‘China in Africa’)
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China is an emerging economy that has
economically benefited from
international trade. Use the table to
show the trade relationship China has
with other countries.
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LICs are increasing their role in global trade. In particular, LICs are developing their stance in trade through
trade blocs. In South America, MERCOSUR is the leading trade bloc with four full-time members and a number
of associates and observer states. For LICs in Africa, the African Economic Community (AEC) is the prominent
trade bloc. Both MERCOSUR and the AEC aim to be customs unions and strive to achieve free trade areas.
Within Africa and the AEC, there are several, smaller trade blocs and IGOs, such as the East African Community
(EAC) and the Intergovernmental Authority on Development (IGAD).

! In recent years, there have been several geopoli{ical meetings and discussions with heads of state and
government leaders regarding trade between the world's major trade blocs (such as the case with the
TTIP). Some people see this as an opportunity for development and a way to increase geopolitical
relations. On the other hand, other people argue increased international trade will lead to more
interdepen&ence, pose risks to public services and will damage the environment. Critics also argue that
increasing global trade will lead to more severe exploi{a{ion of workers as companies compete to race
to the bottom' to

find the cheapest method of procluction.

Do you think international trade can ever be increased in a truly sustainable manner?

Question are trade blocs so important in global trad
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EXAM STYLE
QUESTION

P — Pattern

A — Anomalies

D — Data (manipulation)
L - Links

Africa
3.4% .
ot At Top exporters by continent
(% of total world trade value in 2015)
3.0% Oceania , 1.5%
Figure 1 Top importers by continent, 2015 South America, 3% s, 2.0%

North America, 14%

Asia, 41%

The total value of world trade in 2015 was $15.7
trillion. Using figures 1 and 2 analyse the trading
relationships of world trade. (6 marks) 1

Zig Zag Exam Question Paper A

Europe, 38%

Figure 2 Top exporters by continent, 2015
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@ Figure 1 Main trade blocs
of the world

@ Figure 2 In the 2016 UK
referendum, more than 17.4
millon people voted to leave
the EU and 16.1 millon
voted to remain. Facebook

“remain’ iiends shared
this image following the
referendum.




