97. Trading blocs
1. Delete as necessary:
Trading blocs are agreements between countries that  promote / restrict  and manage trade within specific world regions. Well known trading blocs include the EU (European Union - the world’s  largest / smallest trading bloc), NAFTA (North American Free Trade Agreement) and ASEAN (Association of Southeast Asian Nations). The blocs aim to promote trade among member countries and thus boost economic growth, while imposing (to varying degrees) trade  barriers / discounts  and restrictions on non-member nations. 

2.  Match the term to the explanation (write A-E in the space by the correct term):
	
	Term
	Ans
	Explanation

	2.1
	Common Market
	
	A. Members trade freely with one another, but determine their own trade barriers with countries outside the bloc.

	2.2
	Customs Union
	
	B. Member states adopt common economic policies e.g. the EU’s Common Agricultural Policy (CAP).

	2.3
	Economic Union
	
	C. In addition to customs union, labour and capital can move freely between member states without restriction.

	2.4
	Monetary Union
	
	D. Member countries adopt a common currency and, via a common central bank, centralised monetary policy.

	2.5
	Free Trade Area
	
	E. A common external tariff is applied to all non-members; trade policies are unified.


3. True or False? Identify whether each of these statements is true or false about the European Union:

3.1  Laws and government policies within EU countries are identical.



(TRUE/FALSE)

3.2  Imports into the EU face a common external tariff.




(TRUE/FALSE)

3.3  An advantage for EU firms is access to a ‘domestic market’ of nearly 500 million people.
(TRUE/FALSE)

3.4  The EU trading bloc means a teacher in the UK is free to get a job in any EU country.
(TRUE/FALSE)

4.  Data response

New kid on the bloc - TPP
In Autumn 2015 an agreement was reached (but not yet signed) between twelve countries to form a Trans-Pacific Partnership. Including Japan and America, it would be fair to suspect an anti-China aspect to this new trading bloc. In addition America will be hoping to gain better export access to fast-growing countries such as Vietnam and Malaysia – while they will be thrilled to have low-tariff access to the NAFTA countries America, Canada and Mexico. 
The agreement's stated goal is to "promote economic growth; support the creation and retention of jobs; enhance innovation, productivity and competitiveness; raise living standards; reduce poverty in our countries; and promote transparency, good governance, and enhanced labor and environmental protections."
4.1 State one reason why an Asian nation might NOT wish to join the new trading bloc. 

______________________________________________________________________________________

______________________________________________________________________________________

4.2. Discuss three factors that might affect the extent to which a firm benefits from being based within the new bloc.

______________________________________________________________________________________
______________________________________________________________________________________

______________________________________________________________________________________
______________________________________________________________________________________
97. MARK SCHEME - Trading blocs
1. promote … largest … barriers
2.1 C
2.2 E
2.3 B 

2.4 D
2.5 A
3.1 False
3.2 True
3.3 True
3.4 True
4.1
Loss of revenue from currently imposed tariffs; cost of contributing to the administration of the bloc; doubts about the ability to maintain control of own laws etc.
4.2 
Depends on the extent to which a firm trades within the bloc (thus potentially benefitting) or trades outside the bloc (with less benefit). 

Depends on the extent to which a firm competes on price and thus might be affected by the possibility of cheaper imports from other member nations or the extent to which a firm might be able to exploit freer trade to its advantage.

Firms in remote areas may benefit more than those already in accessible areas.
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