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Syllabus

International trade and trade theories

Trade policy. The Bretton Woods Institutions. Trade
agreements

Balance of payments and exchange rate regimes
International factor movements

Economic growth and economic development. Inequality
and poverty and foreign aid. Economic globalization



International trade and trade theories
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Bilateral trade, 2000-2017 (USD Billion)

Source: https://wits.worldbank.org
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https://wits.worldbank.org/

|_eading exporters in world merchandise trade, 2015-2017

(billion dollars and percentage)
Source: World Trade Report, 2016, 2018 (www.wto.0rg)

2015 2017

Rank Exporters Value Share Rank Exporters Value Share
1 China 2 275 13.8 1 China 2263 12.8
2 | United States| 1505 9.1 2 United States | 1547 8.7
3 Germany 1329 8.1 3 Germany 1448 8.2
4 Japan 625 3.8 4 Japan 698 3.9
5 Netherlands 567 3.4 5 Netherlands | 652 3.7
6 Korea 527 3.2 6 Korea 574 3.2
I Hong Kong 511 3.1 7 Hong Kong 550 3.1
8 France 506 3.1 38 France 535 3.0
9 K?n”g;geodm 460 28 9 Italy 506 | 2.9
10 Italy 459 28 10 K?n”g;geodm 45 | 25
24 Poland 198 1.2 22 Poland 231 1.3




Merchandise exports, 1991-2015 (USD Billion)

Source: http://comtrade.un.org/data/
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Merchandise exports, 1991-2015 (USD Billion)

Source: http://comtrade.un.org/data/
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Source: https://wits.worldbank.org

Merchandise exports, 2000-2017 (USD Billion)
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https://wits.worldbank.org/

Leading importers in world merchandise trade, 2015-2017

(billion dollars and percentage)
Source: World Trade Report, 2016, 2018 (www.wto.0rg)

2015 2017

Rank Importers Value Share Rank Importers Value Share
1 | United States| 2 308 13.8 1 United States| 2410 13.4
2 China 1682 10.1 2 China 1842 10.2
3 Germany 1050 6.3 3 Germany 1167 6.5
4 Japan 648 3.9 4 Japan 672 3.7
5 KLiJn”g: geodm 626 3.7 5 KLiJn”Q: ;eodm 644 | 36
6 France 573 3.4 6 France 625 3.5
7 Hong Kong 559 3.3 7 Hong Kong 590 3.3
8 Netherlands 506 3.0 8 Netherlands | 574 3.2
9 Korea 436 2.6 9 Korea 478 2.7
10 Canada 436 2.6 10 Italy 453 2.5
24 Poland 193 1.2 22 Poland 230 1.3
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Merchandise imports, 1991-2015 (USD Billion)

Source: http://comtrade.un.org/data/
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Merchandise imports, 1991-2015 (USD Billion)

Source: http://comtrade.un.org/data/
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Merchandise imports, 2000-2017 (USD Billion)
Source: https://wits.worldbank.org
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https://wits.worldbank.org/

Total trade of the EU and the Total trade of the EU and China

US with Africa, 2000-2014 with Africa, 2000-2014
2014 I 2014 I
2010 —— 2010 —
0% 20% 40% 60% 80% 100% 0% 20% 40% 60% 80% 100%
mEU = US mEU = China

2000-2014 - a 7.0 percentage increase 2000-2014 — a 28.2 percentage decrease



Bilateral trade of the EU, China, and the US with
Africa’s 34 LDCs, 2000-2014 (USD billion)
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Total trade of the EU and the US Total trade of the EU and China

with Latin America, 2000-2014 with Latin America, 2000-2014
2014 2014
] ]
2012 2012 I
] ]
2010 2010 I
I ]
2008 IS 2008 I
] |
2006 IS 2006 I
] |
2004 = 2004 I
] |
2002 = 2002 I
I |
2000 = 2000
0% 20% 40% 60% 80% 100% 0% 20% 40% 60% 80% 100%
mEU = US WM EU = China

2000-2014 — a 2.9 percentage increase 2000-2014 — a 38.3 percentage decrease



Total trade of the EU and the US Total trade of the EU and China

with Central and South America with Central and South America
2014 I 2014 I

201 — 2017 —

2010 — 2010 ——

2005 — 2007 —

2006 — 2006 ——

2004 — 2001 —

2002 — 2007 ——
2000 — 2000 E——

o
X
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o
X

20%  40%  60%  80%  100%
mEU = US mEU = China

2000-2014 - a 0.2 percentage increase 2000-2014 — a 39.5 percentage decrease



Classical and Neoclassical Trade Theory

 Early Thinking about Trade, Mercantilism
David Hume and the Price-specie-flow
Mechanism

» Absolute Advantage in Production

« Comparative Advantage and the Gains from
Trade



The Heckscher-Ohlin Model

Factor Abundance, Factor Intensities

The Heckscher-Ohlin (H-O) Theorem
The Factor-Price Equalization Theorem
ne Stolper-Samuelson Theorem

ne Rybczynski Theorem

Testing the H-O Model, Leontief Paradox




Alternative Theories of International Trade

Trade with Economies of Scale
Intra-industry Trade
Theory of Overlapping Demands
Product Life Cycle Theory
Gravity Model




Instruments of Trade Policy

« Tariffs under Perfect Competition and Monopoly,
Tariff Cutting Formulas

* Non-tariff Barriers (NTBSs):

Quotas, Voluntary Export Restraints (VERS), Export Subsidies,
Technical Barriers to Trade, Sanitary and Phytosanitary
Measures, Blue Tariffs, Red-Tape Barriers, Rules of Origin,
Antidumping, Countervailing Duty, Safeguards



The Bretton Woods Conference (New Hampshire),
1-22 July 1944

« The United Nations
Monetary and Financial
Conference, 730 delegates
from 44 Allied nations.

« Aim: to regulate the
International ~ monetary &8
and financial order after
World War II.

« The Bretton Woods
system of exchange rate
management.

Mount Washington Hotel

'y ih'illln- LU
" llll taamt i
-+ " ::: ::I :: TR G v 1T SR



The Bretton Woods Institutions

@ WORLD BANKGROUP

The International Bank for Reconstruction and
Development (IBRD)

The International Development Association (IDA)

The International Finance Corporation (IFC)

GATT/WTO The Multilateral Investment Guarantee Agency
(MIGA)

—3/, WORLD TRADE The International Centre for the Settlement of
{ ORGANIZATION Investment Disputes (ICSID)



Trade Agreements and Economic Integration,

Arguments for Trade Liberalization

Arguments for Trade Protection

Optimum Tariff Argument

Trade Policy as a Part of Broader Social Policy

Protection as a Response to International Policy Distortions
Protection to Offset Market Imperfections

Infant Industry Argument

Strategic Trade Policy



Balance of Payments
« Components and determinants of balance of payments.

« Equilibrium, disequilibrium and adjustment in balance of
payments

The Exchange Rate and Exchange Rate Regimes
« Determinats of exchange rates.

 The Mundell-Fleming model and effectiveness of
monetary and fiscal policy.

« Exchange rate regimes (hard pegs, soft pegs, floating
arrangements)



International Factor Movements

* [nternational labour migration

 International capital flows. Regulations over
International capital flows. Foreign Direct Investment



International migrants, number of migrants and migrants

as % of world’s population
Source: https://publications.iom.int/system/files/pdf/wmr_2018 en.pdf
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International migrants, by major region of residence, 2000 to 2015 (millions)
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Top destinations (left) and origins (right) of international migrants in 2015 (millions)
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Fifteen largest populations of migrants from a single country or area of origin living
in a single country or area of destination, 2000 and 2015

Mexico— United States
Indiz— United Arab Emirates
Russia—* Ukrains

Ukraine— Russia
Bangladesh—> India
Kazakhstan— Russia

Russia—» Kazakhstan
Afghanistan— Iran

China—# China, Hong Kong SAR
State of Palestine—* Jordan
China—# United States
India— Pakistan

Myznmar— Thailamd

Indiz— United States

Poland— Germiany

4 a 12
MNumber of migrants [millions)



FDI inflows, top host economies,
2016 and 2017 (Bilions of dollars) (x) = 2016 ranking

United States (1)
China (3)

Hong Kong, China (4)
Brazil (7)
Singapore (6)
Netherlands (5)
France (14)
Australia (3)
Switzerland (8)
India (11)
Germany (19)
Mexico (16)
Ireland (20

Russian Federation (13)

I 2O
. 457

World Investment Report 2018



FDI outflows, top home economies,
2016 and 2017 (Billions of dollars) {x) = 2016 ranking
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Economic Growth and Development

Economic growth is the increase in the amount of the
goods and services produced by an economy over time.

It implies only an increase in quantitative output.

Economic development is the increase in the standard
of living in a nation's population with sustained growth
from a simple, low-income economy to a modern, high-
Income economy.

It refers to social and technological progress and
Involves improvements in a variety of indicators such
as literacy rates, life expectancy, and poverty rates.



Economic Growth — Measures Economic Growth

National Income and Its Composition,
1919-1938 — published in 1941

Gross National Product (GNP) is
the market value of all goods and
services produced in one year by
labour and property supplied by the
residents of a country.

Gross Domestic Product (GDP) is
the amount of goods and services
produced in a year, in a country. It is
the market value of all final goods
and services made within the borders
of a country in a year.

Simon Kuznets (1901-1985)

1971- Nobel Memorial Prize in Economic
Sciences



Nominal GDP, 1980-2019, (billions of USD)

Source: http://www.imf.org
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Nominal GDP, 1980-2019, (billions of USD)

Source: http://www.imf.org
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« Economic growth Is measured as the percent rate of increase
In real gross domestic product GDP (or GDP per capita).

Eate of economic growth

GDP, — GDP,
GDP,

where GDF 1s GDP in current period,
GDF, 1s GDP 1n basic peniod.



Growth Rate and Welfare

Country A Country B Country C
Years
1% 5% 10%
0 100 100 100
10 110.46 162.89 259.37
30 134.78 432.19 1744.94
50 164.46 1146.74 11739.09




GDP per capita and Population (World Total)

Source: Statistics on World Population, GDP and Per Capita GDP, 1-2006 AD, October 2008

(www.ggdc.net/maddison)

Year GDP per capita (constant 1990 US$) Population (in thousands)

1 467 225 820
1000 453 267 330
1500 566 438 428
1600 596 556 148
1700 615 603 490
1820 667 1041720
1870 873 1271916
1913 1526 1791214
1950 2113 2 525501
1970 3736 3685 775
1980 4521 4433 174
1990 5162 5 256 680
2006 7285 6 496 812




GDP per capita and Population (World Total)

Source: Statistics on World Population, GDP and Per Capita GDP, 1-2006 AD,

October 2008 (www.ggdc.net/maddison)
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The Growth of the World Population and Some Major Events in the History of Technology
Source: The Growth Report. Strategies for Sustained Growth and Inclusive Development, 2008,

populations (millicns)

(www.worldbank.org)
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The fastest growing countries, 2001-2018

Source: https://data.worldbank.org/

2001-2018 2009-2018

conty | “ET G | Cunmy | e rowth
Myanmar 9.7% Nauru 12.2%
Quatar 9.2% Ethiopia 9.8%
China 9.2% Turkmenistan 8.7%
Ethiopia 9.1% China 7.9%
Azerbaijan 8.4% Zimbabwe 7.8%
Nauru 8.4% Lao PDR 7.5%
Turkmenistan 8.2% Myanmar 7.5%
Equatorial Guinea 8.2% Rwanda 7.2%
Rwanda 7.8% Uzbekistan 7.1%
Tajikistan 7.7% India 7.1%



https://data.worldbank.org/

The slowest growing countries, 2001-2018

Source: https://data.worldbank.org/

2001-2018 2009-2018
Yemen, Rep. -0.4% Yemen, Rep. -3.7%
Greece 0.03% Libya -3.5%
Italy 0.2% Greece -2.7%
Libya 0.3% Equatorial Guinea -2.4%
Micronesia 0.4% Timor-Leste -2.1%
Portugal 0.5% Ukraine -1.5%
Zimbabwe 0.6% Dominica -0.8%
Brunei Darussalam 0.7% T”.?(')%Z%gnd -0.5%
Jamaica 0.8% Italy -0.3%
Japan 0.8% Croatia -0.1%



https://data.worldbank.org/

Real GDP growth, Annual percent change, 2019

Source: http://www.imf.org
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Economic Growth and Development

Determinants of Growth and Development.
Growth strategies.

Development Theories. Measures of Development
Sustainable Development.

Different Concepts of Convergence.
o-convergence and Absolute Convergence.



UHNW — ultra high net worth individuals, 2014
Source: World Ultra Wealth Report, 2014

Net Worth UHNW TOTAL WEALTH
POPULATION US$ billion

$1 billion + 2 325 7 291
$750 million to $999 million 1295 1075
$500 million to $749 million 3590 2 464
$250 million to $499 million 9335 3530
$200 million to $249 million 14 580 3170
$100 million to $199 million 25 400 3660
$50 million to $99 million 63 120 4775
$30 million to $49 million 91 630 3760
TOTAL 211 275 29 725
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Source: Human Development Report 2015 (http://hdr.undp.org)
Overseas Development Institute (ODI)

* 29% of the population in 101 developing
countries, or about 1.5 billion people,
experience multidimensional poverty.

« The 1.5 billion people live on less than $1.25 a
day and the 2.5 billion people live on less than
$2 a day (ODI).



Inequality and Poverty and Foreign Aid

« Causes of Poverty in Developing Countries
« Poverty Lines. Measures of Poverty
« Official Development Assistance

* North-South, South-South, and Triangular
Development Cooperation



The Brandt Line

Global North and Global South, 1980s

More developed countries

“‘-_

Less developed countries



Global North and Global South, IMF
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Economic Globalization

« Arguments for and Against Globalization.
 Measures of Globalization.
 Globalization with Human Face.
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