Booklet 6: International Trade and Markets: PATTERNS 2023
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
(give a named example)
	Development characteristics
	Trading characteristics

	Highly developed economies (HDEs)/countries
	
	

	Emerging major economies (EMEs)
	
	

	Less developed economies/countries (LDEs)
	
	






1.2	Global Trade:

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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Remember Senegal and Free Trade principles – think about the impacts on LDEs – add to your notes above.



[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?
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Figures 1 and 2 show two patterns of trade: inter-regional trade (between regions) and intra-regional trade (between countries within regions or continents) from 2000 to 2016. Which regions dominate world trade?
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Description automatically generated]TASK:  Analyse the data in Figures 1 and 2 (6 marks).





General Patterns in World Trade
Using the maps, analyse the changing patterns from 2000 to 2016 (6 marks):






From the maps and data– international trade patterns are dominated by a few large economic blocs – North America, Europe and Asia-Pacific region.
Emerging economies (such as China, India, Brazil) are challenging this dominance. China is now the world’s largest trader, surpassing the US in total trade value in 2018.
Value of world merchandise trade increased by more than 7% per year on average between 1980 and 2011, reaching a peak of US$18 trillion in 2013. Growth of international trade has stalled in recent years. In 2018 value of world trade in goods was US$ 19.48 trillion.
Value in world trade of services was US$5.8 trillion in 2018.
Greater integration of economies has impacted the pattern of global trade. There are a number of factors driving current patterns of global trade:
Comparative advantage
Proximity
Agglomeration
Market size and strength
Geopolitical relationships


2.2.	Trends in Foreign Investment 
Define Foreign Direct Investment:



A report by the UN Conference on Trade and Development (UNCTAD, 2019) showed that inflows of global FDI totalled US$1.39 trillion in 2019, a small increase on 2013 (US$1.45 trillion).  FDI to developed economies fell to US $640 billion. Flows to developing countries remained stable at US$750 billion.
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TASK – What do you think attracts investors to invest in certain countries over others?

There are several attractions that pull in FDI investment, but the main ones are:





TASK – Study Figure 3 and choose 2 factors and explain HOW they might influence the volume and patterns of international trade and investment (1 positive and 1 negative)
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Point 1 (positive) – 




Point 2 (negative) - 


3. Exam Question 

Q2. The diagram below shows the leading international trade partners and their pattern of trade with each other in 2013.   The lines are drawn in proportion to the amount of trade at the point of origin and destination.[image: A diagram of a network of colored lines
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Analyse the data shown in the diagram above. 
[6 marks] 
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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



Cashew nuts  - Mozambique 










Barriers to Trade: Examples

Cashew nuts  -Mozambique 
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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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In 2019, FDI inflows totalled US $1.39 trillion, which

was the fourth consecutive annual decline. FDI to

developed economies fell to US $640 billion, whereas

flows to developing economies remained stable at

around US $750 billion. A 2019 UN Conference on

Trade and Development (UNCTAD) report found the

following trends for FDI:

@ Developing countries receive almost twice as much
FDI as they initiate.

@ FDI from North America has slumped.

@ The Asia-Pacific region accounts for 40 per cent of
FDI inflows.

@ Eight of the top 20 recipients of FDI were developing
economies.

@ The largest FDI investors were Japan, China and France.
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Table 7.7 Top ten recipients of FDI by total and as a percentage of

their GDP

Recipient FDI received, Recipientasa FDlasa

by total 2019 percentage of  percentage

(USS$ billion) GDP of GDP, 2018
(%)

1. USA 251 1. Congo 38.29

2. China 140 2. Malta 32.64
;3-Shigapors 1110 43-Clyana 3043, .
4. Brazil 75 4. Hong Kong | 26.76

5. UK 61 5. Singapore 25.00

6. Hong 55 6. Cyprus 20.86

Kong

7. France 52 7. Seychelles 19.35

8. India 49 8. Mozambique | 18.20
9.Canada |47 9. Ireland 16.87

10. Germany | 40 10. Mongolia 14.94

Source: UNCTAD and OECD
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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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B Asia Pacific
B Australasia
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* Only countries displayed in Figure 1
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§ 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)
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