Questions on the case studies

Many Chapters in the book contain Case Studies taken from the Financial Times. Deepen your knowledge of international economics by attempting some of the discussion questions below.

Case study 3.1 (p. 38) 

In the industry biosphere, only the strongest survive (Financial Times, 7 August 2002)

Case study 3.2 (p. 39)

Questions raised about the Cisco club (Financial Times, 7 October 2002)

1. Give examples of increasing returns which are external to a firm.

2. Show how they can give rise to a ‘cluster’ of companies. 

3. Give examples of the ways in which ‘clusters’ interact with the communities in which they are located. 

4. Why might shareholders be concerned about the possible conflicts of interest arising within companies with strong local ties?

Case study 4.1 (p. 67)

Brazil warns US on free trade pact (Financial Times, 7 August 2002)

Case study 4.2 (p. 68)

Clouds over US wheat farmers (Financial Times, 26 September 2002)

1. If ‘free trade is best’, why has the US raised tariffs on steel imports? 

2. Should Brazil be concerned about US farm subsidies and tariffs on steel imports? 

3. What will be the impact of increased US farm subsidies on wheat acreage in the US Midwest? 

4. Using supply and demand analysis, make a prediction about the long-run trend in world wheat prices.

Case study 5.1 (p. 83)

A good deal on trade (Financial Times, 29 July 2002)

Case study 6.1 (p. 108)

Waiting patiently for the single regional market (Financial Times, 6 September 2002)

1. Are critics of the EU correct when they accuse it of having ‘double standards’ in its attitude towards protectionism?

2. How can the policies of a trade bloc like the EU be reconciled with the free trade principles of the WTO? 

3. Do you think small developing countries benefit from belonging to a trade bloc?

Case study 7.1 (p. 130)

Investment going east boosts EU integration drive (Financial Times, 31 October 2002)

Case study 7.2 (p. 132)

Central and eastern Europeans already sampling life in EU (Financial Times, 24 July 2002)

1. Give reasons why Europe’s accession countries are popular with EU investors. 

2. Do relatively low wages in central and eastern European countries explain the high numbers of migrants from these countries now working in the EU? 

3. What reasons other than wages might account for the strong immigration into the EU from accession countries?

Case study 9.1 (p. 164)

Dollar falls (Financial Times, 10 November 2002)

Case study 9.2 (p. 175)

A difficult week for the US (Financial Times, 16 October 2002)

1. Give likely reasons for the fall (or rise) of the value of the dollar. 

2. How significant are differential real rates of interest between the US and Japan and the euroarea? 

3. If foreign investors believe that the US dollar is overvalued, will this make them more, or less willing to purchase US equities?

Case study 10.1 (p. 189)

Weak dollar hits Hyundai figures (Financial Times, 15 November 2002)

Case study 10.2 (p. 195)

Zimbabwe tightens exchange controls amid economic gloom (Financial Times, 15 November 2002)

1. Hyundai has other problems in the US apart from the weak dollar. What are they?

2. Would a fall in the value of the Korean won compensate for these other difficulties? 

3. Zimbabwe has an overvalued currency. How do its problems compare with those of Korea?

Case study 11.1 (p. 202)

Spanish investors worry about exposure to Brazil (Financial Times, 29 July 2002)

Case study 12.4 (p. 237)

Spain sets eurozone example with second balanced budget (Financial Times, 26 September 2002)

1. Why have Spanish investors moved so strongly into Brazil?

2. As the euro appreciates, how are their investments affected? 

3. How has Spain ‘shamed’ its EU partners? 

4. Why does Spain receive so much EU aid?

Case study 12.1 (p. 225)

City warns EU over single financial market (Financial Times, 25 November 2002)

Case study 12.2 (p. 229)

Economists rake over coals of ejection from ERM (Financial Times, 16 September 2002)

Case study 12.3 (p. 231)

Single currency ‘boosts eurozone trade’ (Financial Times, 9 September 2002)

Case study 12.5 (p. 238)

Labour market: structural problems run deep (Financial Times, 25 November 2002)

1. Explain why the City of London favours a ‘market-based’ approach to a single European financial market.

2. Why do economists believe that sterling failed within the ERM?

3. Would UK entry into the euroarea boost UK foreign trade?

4. How does membership of the euroarea impact on national governments’ abilities to reduce the level of unemployment in their economies?

Case study 13.1 (p. 246)

Viewpoint (Financial Times, 10 November 2002)

Case study 13.2 (p. 263)

Foreigners remain on the sidelines despite market’s strong performance (Financial Times, 16 September 2002)

Case study 13.3 (p. 268)

Poland seeks more EU compensation (Financial Times, 27 September 2002)

1. ‘Transition’ in central and eastern Europe has brought many unexpected consequences. 

2. Do current difficulties in the Ukraine undermine the credibility of the strategies which were recommended by the professional economists? 

3. Why might foreign direct investors still be reluctant to move into Russia?

4. Should the EU permit accession countries like Poland to maintain their existing tariffs on certain products when they join the EU?

Case study 14.1 (p. 280)

IMF’s favourite sons could spell trouble for their parent (Financial Times, 16 August 2002)

Case study 14.2 (p. 284)

Debt relief missing targets says IMF study (Financial Times, 6 September 2002)

1. Why does the IMF tend to favour government ministers who ‘speak the language’ of IMF policy-makers?

2. What are the key features of this ‘language’? 

3. Very few countries have managed to qualify for the new IMF/World Bank debt relief scheme. Why?

Case study 15.1 (p. 300)

An anti-piracy program for Africa’s music industry (WIPO Magazine, July–September 2002)

Case study 15.2 (p. 310)

Netherlands acts against re-sold Aids drugs (Financial Times, 3 October 2002)

1. Discuss the likely impact of counterfeit CDs and tapes, and internet downloading, on musicians in the developing world.

2. Should measures be introduced to safeguard musicians?

3. Why are pharmaceutical companies under pressure to cut the prices of Aids drugs sold in Africa?

4. What are the repercussions likely to be when drugs destined for Africa are re-sold at cut-price in Europe?

