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Teacher’s Introduction

The case studies in this series are designed to support students as they
study the Edexcel A module Theme 4: A global perspective. These case
studies cover the Edexcel A specification perfectly, and are designed as
real-world contexts to complement the theoretical content of the module,

Always check the exarmn board
website for new information,
including changes to the
specification and sample
assessment material,

Each case study contains:

%  Contextual information: this is the body text of the case studies,
providing the relevant information, facts and figures,

%  Data: each case study contains data presented in a graphical format.

*

Data response questions: for each case study, students are presented with two guestions set in response to
the data presented. Answers are included.

%  Test your knowledge questions: for each case study, students are presented with two guestions designed to
rimic short-answer examination guestions. Answers are included.

% Extended-response guestion: for each case study, students are presented with one question designed to
mimic long-answer examination guestions. Possible answers are included in summary form.

This resource is designed to be useful to students of all abilities. Students of the highest ability require up-to-date
contextual information for use in examination, while for lower-ability students these case studies may
complement class activity and help to ground theoretical content in real-world contexts.

These case studies are designed to be up to date for 2022 and provide as contemporary a snapshot of economic
discussion as possible. However, it is likely that some themes which are relevant and topical at the time of
teaching may not be included. It is therefore advised that these examplas are used in tandem with the study of
the most recent themaes.

| hope this resource can contribute towards an engaging and rewarding learning environment. Best of luck with
your teaching!

January 2023
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While throughout the 1990s and
appeared to be an unstoppable
2020s is far more uncertain. The
the United States and China - ha
“trade war' since 2018.

1ces. In retaliation, China ha
American goods.

In part, the
its peak in Z

: ing to fry to reverse the exiraordinary trade deficit b
resented a $419.2 billion gap between imports and exports. Ho

since the tarif’s were put in place has returned the gap only to pre-2015 levels. Fig '

trade deficit over the last 30 years, in mithons of dollars.

Figure 1
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manifested itself on both sides of the global divide.

For developing nations, having infant sectors of their economy opened up to the en

conseguences, as it forces them to compete on equal terms with far stronger and m
This can serve to lock developing economies into relations of dependence with the
stall the process of economic development completely. if a developing economy w
playing field, then the principles of trade liberalisation often start to be questioned.

1 https:/ fwww.census.gov/foreign-trade/balance/c5700.himi
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Meanwhile, in developed economies, labour-intensive sectors such as manufacturing
compete with the far cheaper labour available in developing economies. While it make
production to wherever the major input is substantially cheaper, it also contributes to
sectors of an economy, and increases political demands for a less liberal approach to

Use the data

1. By what percentage did the value of Chinese exports increase between 200 A

Test your nowledge...

1. identify two consequences of a ‘trade

2. Explain tweo policy

Yan tariffs, available to governments see
frade def Z

Mpact of a tariff, using a suitable diagram.

Extended-response question

1.  Evaluate the merits of trade liberalisation.

COPYRIGHT
PROTECTED
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Indonesia, with its massive population of 273 million, is a key
destination in the manufacture of Nike footwear products. There are 38
Nike factories in the South East Asian country, making it the third
largest production location for Nike operations after China and
Vietnam. 24% of Nike's footwear is produced by a total of 135,000
Indonesian labourers. A large proportion of workers in Nike's supply
chain are female, with the company itself estimating this figure 3

Nike has experienced decades of crifi
indonesian factories manufa
delayed or unpaid w

ing conditions in
cts. Allegations include
‘stalf, the use of underage, iilegal
and forced “iangerous working conditions, such as overcrowding in dila
frequently a of fostering these conditions by providing minimal investment
while demanding goods excessively guickly.

Nike is also accused of being footloose’. 1t is estimated that 0.2% of the value oft
local labour force. At the outset of the coronavirus pandemic, Nike factories let go a)
the district of Banten, exacerbating an unemployment crisis in the region. Nike is an
headquarters in the US state of Oregon. f

In addition, Indonesia does not excel at capturing the value that could be generate
foctwear industry. Figure 1 shows that the value of associated services as a share
production is low in Indonesia, relative to comparable economies.

Figure 12
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2 hitps:/ fvaww.iccc.ordd/wp-content/uploads/2020/08/ An-Anatysis-of-the-Global-Value-Chain-for-in
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In Indonesia, minimum wages are set by the provincial governiments and so vary ac
average minimum wage received by an Indonesian worker was $307 a month, thou
rural regions which are more poorly connected. Previous rules allowed firms to opt
they could demonstrate that it reduced their profitability, however, these exemption
and medium-sized enterprises.

Although low by Asian standards, Indonesian minimum wages are relatively high co
Cambodia, which lies directly north of Indonesia. In Cambodia the minimuim wage
is set at 5194 a month. Nike have been increasingly relocating their productionto C
begun opening stores in Cambodia. 65% of the population of Cambodia are under 3
the Cambodian government, and demand in the health and fitness sector is boomin

Use the data

Take a look at Figure 1

ion in the passage.

of associated services important to consider?

2. Suggest a possible reason why Cambodia has been more successful at devely
around its footwear industry, 5

Test your knowledge...
1. How much above the absolute poverty line of $2.15 a day is the minimum w
in Cambodia? :

2. identify four factors that affect international competitiveness.

Extended-pesponse question

1. Evaluate whether Nike's production strategy is beneficial for Indonesian ec

Data Response Case Studies Volume 2: A Level Economics Edexcel A {Theme 4) Page 5
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Giobalisation; Toxation

One of the features of globalisation has been the rise of transnational
companies, or TNCs, which reach vast numbers of consumers around the
world and often reap vast profits as a result.

On the one hand, TNCs have unparalleled access to funding and economies
of scale, allowing them to provide goods and services to global consumers
on a scale that would have been unthinkable a few decades aco On the

other hand, the global nature and power of TNCs have ~ piablems for
govemments, particularly when it comesto ¢

to receive their fair share of tax reven
ve to minimise their tax liability. If a firm can find
“hrough a tax haven, then they will naturally do so.

The basic problem i is this: ao
companies ha
such as fu

In a globalised economy, a footloose’ TNC can easily choose to set up shop in ano
accommodative tax system. One impact of this has been a ‘race to the botiom’ on
compete to fure TNC activity away from other economies and towards their own, F
average corporate taxation rate worldwide, which has almost halved in the last 40

Figure 1
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sing of their contribution to government revenu

placing more of a tax burden on smaller businesses
mpean countries, and the percentage of their health budgets tho
idance in a single year. -

TNCs make huge profits:
public expey
shows a ran’
corporate 1ax%y
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Figure 2
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Corporate tax avoidance is a major negative consequence of globalisation. While so.

this doesn't change the fundamental ability of global firms 1o relocate. Unless ali ¢
a strict global tax regime, it is difficult to see how nations can stop competing over
tax rates.

Use the data

1. Using Figure 1, calculate the percentage decrease in UK corparation tax bety

2020. Give your answer 1o one dacimal place.

2.  Amazon made a profit of 5200 billion in 2021. On average, what would be
the firm’s corporate tax bill, according to Figure 17

Test your knowledge...

1. Explain two macroeconomic objectives fair taxation of TNCs can heip to ac

2. Using a suitable diagram, explain the impact of a rise
rmarket equilibrium,

Extended-resngnss o

1. Assess activeness of increasing corporation tax to help reduce a bud
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nd barpiers: The

Specialisation and trode

Y 12019, the South American custom
of a free trade agreement with the Eu
years of negotiations. The deal propo
tariffs between the two trading blocs
sought by Mercosur is the removal of
such as beef and poultry. Conversely

on their manufactured goods, particu

or a number of reasons. Goven

America may turther scupper the deal.

Figure 1 shows EU exports to Mercosur by type of good in 2018. Figure 2 shows the§
same yeatr. :
Figure

The Common Agricultural Policy (CAP} is a /”
controversial feature of the EU's economic

arrangements. The CAP amounted to exactly a third of
the EU's budget in 2027, and provides extensive B Appliances
subsidies and a buffer stock scheme to the farming

. . £ Vehicles
sectors in EU member states. This ensures that
farmers receive a set minimum price for their goods, Oit & gas
and are shielded from fluctuations of supply and [ Pharmaceuticals
demand in the marketplace. A frequent consequence B Plastics
is considerable oversupply of food in the EUL. 8 Food

The CAP is both supported and criticised across the
EU for many reasons. One key criticism is that it either Other
shuts out or reduces in value imports of agricultural
goods from developing nations, who tend to be highly
reliant on exports from their primary economic sector
to generate growth,

COPYRIGHT
PROTECTED
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Use the data

1. Using Figures 1 and 2, explain the difference between the export goods of

2. What is distinct between the goods in Figure 1 and the goods in Figure 27

Test your knowledge...

1. Explain the difference between a free trade area, a customs union, a com
monetary union.

2. Explain a buffer stock scheme, using a suitak

Extended-rasao

‘her protectionism undermines economic growth,

COPYRIGHT
PROTECTED
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Terms of trade; Trading blocs; Exchange rates

The growth of the Chinese economy
with the East Asian superpower set i
world's nominally largest economy b
world's few economies to avoid rece
pandemic, instead experiencing slow
Chinese standards, but relatively imp
developed nationgin the Global North,
rates of Cldiss e the United States
: ions until 2026,

A

By some measures of gross domestic product, however, China is already the world's
adjusted for local prices - known as Purchasing Power Parity, or PPP - China is com
£U, and has been for many years. Some cite this as an example of China's economic
suggests the Chinese economy has contributed more to global growth than any othe

Yet at the World Trade Organization, China continues to
some consternation among Western developed erg
power means it should give up advantages .
econories in the WT0 are permitt
longer time periods to
production- iyl

atus of a develop
argue that China's
nefit nations with far less e
“special and differential treatment pro
aue commitments, such as the removal of tariffs.
ientated model of growth, as it keeps their exports ch

Although ecor®imnies seeking access to China's massive domestic market may view
which support China's claim of developing status. In global GDP per capita, for exa
Argentina and Mexico, and below the global average.

Aside from claiming developing status, Western leaders also argue that China enga<§
They point towards the country’s currency — the renminbi — which they argue is deli
{overleaf) shows the US dellar value of a Chinese yuan since 1981. 5
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Figure 2

Use the data

1. Using Figure 1, identify what happened in 2022 for the first time since 1976

2. What does Figure 2 suggest about Ching’s exchange rate system?

Test gour knowledge...

1. Explain why China would deliberately devalue its currency.

2. Explain two purposes of the World Trade Organization.

Extended-response question

1. Evaluate whether the Chinese economy should still be considered deveiopir&f’s\;

Data Response Case Studies Volume 2: A Level Economics Edexcel A {Theme 4) Page 11
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3 &

Balance of payments; Financial markets

The balance of payments current account measures the extent of
a country's incomings relative to its outgoings. Onereasonit is
important is because it also indicates the ability of a country to
repay its debts, and thus can determine its ability to borrow money
on international markets. If a country records too big a deficit on
the balance of payments, then investors may doubt the ability of a
country to repay and stop lending to their government,

in international economics, the moment at wht
stop Eendmg to a country is critical as

he govemmem

in 2009, the Sn Lankan government took out large foreign loans, particularly from C:
infrastructure projects, and also in part to help fund tax cuts and boost its domestic |
first shift in the balance of payments. Greater foreign borrowing further increases thy

In 2019, a series of terrorist attacks in the capital city Colombe hobbled the country.
been a major international tourist destination, with tourism a major industry genera
After the attacks, this figure dropped to $1.5 billion — a major decline in the country
tourism was further exacerbated by the coronavirus pandemic.

But perhaps most crucially an ill-fated law passed by the government to ban fertilis
was introduced in 2021. One of Sri Lanka's major exports is tea, and the fertiliser bay
and led to tea exports collapsing, while food imports into the country grew. ‘

In dealing with the fallout of the worsening trade balance, the government doubled ¢
them by printing money. The resultant runaway inflation was catastrophic for the ca
prices eventually leading to mass protests and ultimately the overthrow of the presic
Figure 1 demonstrates the economic growth and inflation rate in Sri Lanka between:;

Figure 1

Y R 0o D a0 WEh  Omn W WP

2016 2017 2018

I

coomoommoonnor (3P wmoe woee [nflation
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By Septermber 2022, the interim government had struck a deal with the Internationa
$2.9 billion, conditional on significant economic refonms being conducted. Figure 23
Lanka is now burdened with, in billions of dollars, relative 1o ifs foreign exchange re 5

Figure 2

Res

Long-term debt  ElGovernment bonds B Debt due imminently

Use the data

1. How could the ecanomy of SriLanka in 2022 be described, based on Figure i

pose a problem for policymakers?

2. 5rilanka’s GDP was valued at 573 billion in 2022. Using Figure 2, calculate £

national debt as a proportion of its GDP,

Test your knowledge...

1. Explain the importance of foreign exchangs reserves.

2. Explain the difference between a country’s current account and financial ach

Extended-response question

1. With reference o

the advantages of government borrowiy

Data Response Case Studies Volume 2: A Level Economics Edexcel A {Theme 4)
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Reducing uncertainty is a primary goal of central banks. Interest rates
are a key tool in controlling inflation, and maintaining a more stable
economic environment. In economics, we normally think of high
interest rates being adopted as a means of reducing inflation, and low
interest rates acting as a means of increasing the inflation rate.

Figure 1

00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 &

As a result, the country has long been stuck in a loop of low inflation and low intere
ideas. In an attempt to stave off deflation, Japan became one of the first countries
rates, with the central bank lowering the rate from 0% to -0.1%. This means the Ba
savers and a payment for borrowers, reversing the way we
accumulating wealth would be even more strong!
are with interest rates low. This would, 1

invest, lend or sp
iate economic activity and b

#for a long time had been rejected out of hand

I's a strange idea at fir
Figure 2 (overleal) shows the inflation rate of Japan

it work? W
10 2022,

Data Response Case Studies Volume 2: A Level Economics Edexcel A {Theme 4) Page 1
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Figure 2

00 01 024 12 13 14 15 16

it would appear from the data that inflation did rise after 2016, although it still rema
of growth continued to escape the Japanese economy. However, Japan had other in
highly export-orientated economy and, after years of no growth, is also heavily inde

Ultimately inflation in Japan did rise in 2022, as around the world. But this isthe re
than any pickup in domestic demand. So Japan's search for growth goes on.

Use the data

1. Using Figure 2, identify what is happening to the value of the currency in:
a. Jlapanin 2005
b, Japanin 2015
c. TheiKin2021

2. Using Figure 2, identify in which year the Bank of England achieved its targe\\

Test your knowledge...

1. Explain the consequences of deflation anan g

2. Explain why an export-orie
interest rates.

Extended-response question

1. With reference to Japan, evaluate whether monetary policy is an effective t
economic growth, :

ernational campe

ily indebted economy might ben:{s
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the primary measure of inequality used b
Gini coefficient. In 2022, South Africa sc
compares o a global average just below

Inequality initially fell when racial aparth
however, over the pasitwo decades it ha
the fall of ¢ ‘the South African
liber rously, opening up the
: , some argue this has deepened

wthat ‘trade-induced’ technological change benefited hig
Elining wages and opportunities for low-earning and low-skilled

Some stud
while leadin

work was harmed by the increased competition from cheap imports in the primary a;'

economy, where low earners tend to work.

This theory is consistent with sky-high unemployment figures in modern-day South{

Africa's levels of unemployment are very high, even relative to similar economies.

Figure 1°

South Africa is the most unequal country Z

ndustries, such as the textile and clothing

Unemployment

Youth ungs

veloping economies B South Africa

wh less than 15% of the nation's entire wealth. More than half
the richest 1
exceed their assets. Figure 2 (overleaf) visualises this wealth disparity, comparing

http://www.tips.org.za/files/trade_thurlow.pdf

ality from which the country suffers - wealth dispariti

he population, while the poorest 50% of the population have 'neg

¢ https:/ fwww.imf.org/en/News/Articles/2020/01/29/na012820six-charts-on-south-africas-persistent-and s
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Figure 2°

Bottom 50% Middie 40% B Top 10%

™

Despite the impoverishment of most of the country's citizens, South Africa is the we
2021, it was estimated that 6571 billion dollars of private wealth is held in South Afri
amount held in the next three wealthiest countries (Egypt, Nigeria and Morocco) co

The devastating impact of South Africa’s inequality is plain to see. The country is st
violent crime, including some of the highest murder rates in the world. 18.2 miflion
entire population — live in extreme poverty. In some poorer parts of the country, the
extreme poverty exceeds two-thirds. Life expectancy is 64 years old, ranking the co
war-torn states such as Afghanistan, Sudan and Yemen. South Africa also suffers f
home to 17% of the world's cases, despite providing just 8.7% of the world's populay

Use the data

1. Using Figure 2 and the information in the text, calculate the total wealth of
bottom 50%, middle 40% and top 10%.

2. Draw a Lorenz curve based on the information given in Figure 2.

Test your knowledge...

1. Explain the connection bet

squality and wealth inequality.

2. Whywsg enz curve for a country be mare informative th
the G !

Extended-response question

1. With reference to South Africe, discuss the relationship between economic
and inequality. ‘

5 hittps://sa-tied-archive. wider.unt.edu/article/extreme-inequalities-distribution-household-wealth-sout
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Measures of development

Students of international economics will be aware that GDP figures do not always giy
of iving in a country. It was for this reason that the Human Development Index, or H
development using health and education metrics, as well as GDP per capita, a cleate
where countries are in the developmental race. :

One of the major outliers identified by 1
small state of just 1.5 million people on
i a bare-bones ect

201 oil were discovered. T)
small nation's GDP exploded. F
ollars, the value of the economy betwe

Figure 1

14,000,000,000

12,000,000,000

10,000,000,000

8,000,000,000

6,000,000,000

4,000,000,000

2,000,000,000

As we can see, striking oil was a bonanza for the county’s economy. The economy grey
2009, including growth of 150% in 1997 alone! The gains significantly enriched the pre

in 2021 Eguatorial Guinea’s GDP per capita was measured at §8,426. This puts it in;
countries, comparable to nations in Central America and “Europe. However, k
metrics it is nowhere near. For example, it has one ¢ st iife expectancies

also placing 151% in the world inmea sng. Figure 2 highlights the H
compared to some selected na

Figure 2
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So why is Equatorial Guinea such an outlier? Quite simply, the huge economic gains
distributed around the population. There is significant corruption in the country’s go
noor humanitarian outcomes. President Teodoro Obiang Nguema Mbasogo is an aus
1979. He has been accused of keeping the country's wealth for himself and his fami
in poverty.

HDI can also help us to see where the wealth of the nation has been concentrated. B
Figure 3 we can see that the poorest region ~ the interior area of Wele-Nzas - has &
lowest in the world. By contrast, the cutlying Insular Islands, where the capital city it
Finally, Figure 4 breaks down Equatorial Guinea's exports, showing the extent of the

Figure 3 Fs
# Region HDI Score .
1 fnsular 0.713
2 Litoral L
3 Kie.
4 Cen
5 Wele-ras 0.486
. \
Use the data

1. What does Figure 3 suggest about the distribution of weaith in Equatorial G

2. Take a ook at Figure 4. Why might this be a problem for an economy?

Test your knowledge...

1. State two indicators of development, other than those included in Figure 2.

2. Explain two problems with GDP per capitaas a m development,

Data Response Case Studies Volume 2: A Level Economics Edexcel A {Theme 4)

COPYRIGHT
PROTECTED




Growth and development strategies; Macroeconomi

Venezuela has the largest known oil reserves of any country in the world, and is th
largest producer of oil, according to the Organization of Petroleum Exporting Cow
{OPEC). Oil accounts for roughly 95% of the South American nation's exports.
The state-owned oil company, PDVSA, has responsibility for extraction and
distribution of the cil reserves, with much of the revenue going to
the state.

But, while this abundance of oil would suggest that th
should be very highly developed, instead itis
long economic collapse.

5 have been diverted away from promoting growth and deveiopment
constructing more robust economic institutions capable of withstanding shocks.
The 2014-16 collapse in oil prices was among the biggest in modern history. Whiiez:s;
was being maintained until September 2014, this suddenly plummeted throughout 2
a barrel in January 2016, Figure 1 highlights these fluctuations.

Figure 1
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in prices. Inst®yy, the decﬂme was seemingly due to generai global oversupply as ar
Developing countries that boomed in the 2000s, such as China, Russia and Brazil, w
slow down and 50 their demand for oil reduce. The United States, the world's bigges
producing its own shale oif and thus becoming less dependent on imports. The worl
decided to maintain its rate of oil production, rather than slow down its production t
in Europe a shift towards gas and renewable energy was also beginning to decrease
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The collapse in ol prices had a catastrophic effect on the economy of Venezuela. W
over the price of oil, economic sanctions enforced by the United States, endemic go
increasing political instability within the country, economic and social collapse was
economic crisis has been hyperinflation. By 2017 the inflation rate had reached 400
stopped producing official inflation estimates. By the end of 2019, some estimates |
10,000,000%. Figure 2 highlights the pace at which hyperinflation can take hold.

Figure 2
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Use the data

1. What does Figure 1 suggest about oil prices?

2. ldentify four negative consequences of the trend in Figure 2 for individuals.

Test your knowledge...

1. Demonsirate the impact of falling oil prices, using a suitable diagram.

al economic relay:

2. Explain two impacts of hyperinfiation on a country’

Extended-response questiny

1. i ) nic policies that Venezuela could adopt in order to
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Financial markets; Role of central banks; Public exp

In September 2022, the recently elected British Prime Mini;
Kwasi Kwarteng announced a range of large public spendis
to £100 billion was announced to cover the energy costs o
followed by a further £45 billion worth of tax cuts, intendet
range of individuals and businesses and generate economi
Respomibiiity, responsible for explaining how public exper
permitted o issue any public mforma about how the m
be raised. :

arkets to the latter announcemé
, spooked by the enormous unfunded ;
e to continue paying off its debts, and lost confid

The reaﬁi"

, seen in Figure 1 against the US dollar.

Figure 1

vy started selling their UK financial commitments. This ¢

relying on low interest rates in order to keep up with their payments. A large numbef
withdrawn at the peak of the crisis.

Eventually, the political pressure that resulted from this combination of financial scé
reverse their expensive policies, and ultimately pushed them both out of office. Bu
important maintaining the confidence of financial markets is to the functioning of
boundaries of plausible macroeconomic policies lie.
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Use the data

1.  The pound started 2022 at a value of 51.35. How much of its value had it los

Test your knowledge...

1. Explain two functions of the financial market.

2.  Explain twe consequencas of a currency depreciation.

3. Using a suitable diagram, explain how fax cuts ie economic grc\

Extended-response gue?

B ro e of the central bank in managing UK financial cris
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Market failure in the financial sector

£

world has had to adjust to a lower-growth model which has resulted in stagnating |
political instability. That the effects of this moment are still felt today is testament
markets in the functioning of the modem economy.

Figure

inancial crisis: 15 years ¢

Even 15 years on, the impact of the global financial crisis continues be felt across dé
economic growth that was pervasive in the Global North prior to the crash has never:

2005 2006 2007

20 2010 2011

GOP growth {%)

instead, the real reason behind the crash was that it resubted from structural weak
were built into the fabric of the international economy. These weaknesses give us
factors which can trigger financial crises.

Take, for instance, asymmetric information. In the US, the early

2000s were years of unparalleled prosperity. Confidence in the

financial system was high. As such, some banks began

extending mortgage loans to potential homeowners who were

considered 'sub-prime’ {that is, unlikely to pay it back}.
Extending these risky loans was made possible by th

development of various complex fgnancaa! :
the burden of risl between diffe

The problem

and traders were unsure haw much they actually stood to Eose
triggering a panic and the ensuing financial meltdown.

Almost all banks were very highly ‘leveraged’, meaning that the value of their loans A
reserve funds. This made an unexpected decline in the value of their loans devastati
the amount of reserves banks have to hold have been tightened up. ’
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Another aspect of market failure that emerged from the crisis was moral hazard. 6
fatling banks because they hoped that it would prevent even more damage tothe e
going under. Figure 2 shows us the extent of assets owned by commercial banks, c¢
economies in which they operated.

Figure 2
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if true free-market economics had prevailed, the banks that had taken excessive 1i
Instead, the banks were ‘too big to fail’. The moral hazard is the possibility that the
for bankers o continue taking excessive risks.

One lasting impact of the crash on the UK's governance has been the development
(Quantitative easing was first used by the Bank of England as an emergency measu
economy. However, it has since become a more permanent feature of the UK's eco
role in the mid-2000s, the coronavirus pandemic of 2020-2021 and the financial

Use the data

1. What does Figure 1 tell us about financial crises?

2. Does Figure 2 suggest that the UK was more ¢r | d 1o a financial

ledge

Test your know

: of market failure not mentioned in the passage, and he
financial crisis.

2. Explain two functions of the UK’s central bank.

Extended-response question

1. Discuss the benefits of greater regulation over financial institutions.
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Answers

Use the data
i.

Test your knowledge
1.

Extended-response guestion
1.

The answer is 400%.

e,

Arnswers could include lower economic growth, increased business uncertainty, hig

reduced consumption, increased tariffs and more. Accept any two correct answers.;

: price of imports
eness of domestic firms or ing
Award 1 mark for any correct vo), and o ‘

further 1 mark for an

ipply. As per on the right, the introduction of
a tariff shifts the world supply curve upwards, increasing
prices from P1 fo P2. Domestic consumption falls from
guantity demanded 1 to QB2, while domestic production
increases from guantity supplied 1 to Q52. The amount that
is imported changes from the difference between Q31 and
QD1 to the difference between (52 and D2, Thus, the tariff
has the effect of reducing imports and boosting domestic
consumption. Award 1 mark for a partial explanation,

2 marks for a full explanation. Award 1 mark for a fully
labelled diagram, and 1 mark for the world supply curve
shifting upwards.

Liberal trade policies have focused on the removal of trade barriers and the opening§
The drive for more liberal trade arrangements has been pushed by developad econd
rnain advantage of free trade is that it reduces costs, making trade cheaper for imp
and economies focusing on specialisation and making a particular sector as efficien
comparative advantage with firms or economies pursuing specialisation in other a
ir theory be felt throughout the economy, improving outcomes for firms, reducing 1
down the cost of living for individuals. This should also help to improve economic gré
increase new markets and opportunities for developing countries. The removal of bc
sel their produce to developed countries. This is often very lucrative for developin
lowear relative to developed nations and so they can undercut the costs of productio
employment in their own domestic market through intau 5

However, trade liberalisation is contre
it hard to cormpete with the :
emerging or even

ten critiqued for a number o
trced economies in the Global North
1Wustries, which can no longer receive protect
=ndence can be ‘lockad in’ to international trade patte
nsiprovide raw materials or low-tech, low-income production, whi
s and more developed economies can retain high-skill, high-tech
industrialisation in lapan and South Korea required infant industry protections. in
unevenly and unequally applied, with more developed nations forming ‘free trade
internally but create new barriers for external nations, e.g. the EU. Liberal trade is
where it is accused of contributing to the decline in traditional industry sectors of thi
manufacturing, as developing nations can undercut production costs and force firms%
This phenomenon can be recognised in the US and UK. :

Cverall, it may be concluded that while trade liberalisation clearly reduces inefficie
trade restrictions can also be integral to economic development.
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Preview of Answers Ends Here

This is a imited inspection copy. Sample of answers ends here to stop students looking up answers to
their assessments. See contents page for details of the rest of the resource.



