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· Major sectors in international trade
· Goods
· Durable Goods: Machinery and equipment, long-life consumer goods.
· Consumable Goods: food, clothing
· Services
· Financial, consulting, engineering and design, travel
· Canadian Exports: Commodities, Services, Manufactured goods
· Canadian Imports: Machinery, consumer manufactured goods, foodstuffs, tourism

Some Benefits to Trade
· Peterson Institute for International Economics, estimates American real incomes are 9% higher than they would otherwise have been as a result of trade liberalizing efforts since the Second World War. 
· Trade allows Canadians to purchase goods and services not available easily/naturally.
· Trade allows Canadians to improve our standard of living, by selling goods and services other countries desire. 

· Benefits to Business
· Obtain inputs otherwise not available
· Ex) rare earth metals from China
· Fixed Costs amortized over more sales
· Ex) empty seats at Carleton are lost sales income
· New ideas, new processes for producing

Potential Impacts
1. Human Rights
a. Corrupts practices, child labour, and unsafe working conditions.
                                                      OR
b. Women have more income in Central America, Africa, and Asia – more control over own future.
2. Pollution
a. Water and air quality in China; or Mexico; and hazardous mining in Congo.
                                                     OR
b. Cleaned up heavy industry in Eastern Europe; effluent treatment plants in Venezuela; tougher pollution laws in many countries. 
3. Workers made redundant (fired, laid-off)
a. Manual labour has moved from advanced economies to developing economies. Ex) toys, clothes, electronic assembly. Displaced workers in Montreal, New York, Paris. 
                                                     OR
b. 300 million moved up and out of poverty in China; 200 million in India, and 20 million in Brazil.
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Globalization
· Globalization refers to the shift toward a more integrated and interdependent world economy.
· Globalization has several different facets, including:
· Globalization of Markets
· Globalization of Production
· Globalization of Consumers
Learning Outcome
· Understand what ‘globalization refers to and how it affects each of us.
· Learn some of the history behind globalization, and what is driving it now.
· Gain an appreciation for the arguments for and against globalization. 

· Globalization of Markets: Refers to the merging of separate national markets into one huge global marketplace.

· Globalization of Production: Refers to the sourcing of goods and services from locations around the world to take advantage of national differences, costs, and quality of factors of production. 

· In today’s world, national economies are merging into an interdependent economic system.
· This is good and bad in different ways.
· It’s great to be all working together and creating a better and faster system.
· It’s bad because if one country shuts down and decides to opt out or can’t be a part of this system anymore, a lot of the system shuts down.

1. Reduce Tariffs
a. Eliminate non- tariff barriers.
b. International Institutions
i. UN
ii. World Bank
iii. IMF
iv. WTO
2. Technological change
a. Communications plus I.T.
b. Transportation
i. Faster ships, planes, trains
ii. Containerization
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Learning Outcome
· We will examine differing political, economic and legal systems of countries.
· You should understand what this means for business: because of the different political, economic and legal systems in countries, and different cultures. 

What is a Political System?
· Political system refers to the system of government in a nation.
· Assessed according to:
· The degree to which the country emphasizes collectivism as opposed to individualism.
· The degree to which the country is democratic or totalitarian. 

· Collectivism: Political system that stresses the primacy of collective goals over individuals goals.
· Advocates state ownership of the basic means of production, distribution, and exchange. 
· The primary goal is to manage to benefit society as whole, rather than individual capitalists. 
· Socialism:
· Communism – revolution and totalitarian dictatorships.
· Social Democrats – Socialism by democratic means.

· Individualism: Political system that focuses on the interests of the individual over the interests of the state. 
· Individual Freedom and self-expression – John Stuart Mill
· Let people pursue their own economic self-interest – Adam Smith
· Totalitarianism = Collectivism (Cuba, North Korea)
· Democracy = Individualism (United States, Australia)

· Market Economy: Economic system in which the interaction of supply and demand determines price and production. 

· Command Economy: Economic system in which the government determines the allocation of resources including the determination of production and prices. 

· Mixed Economy: Economic system in which certain sectors are left to private ownership and free market mechanism, while other sectors are owned and managed by the government. 

· Legal Systems: Refers to the rules or laws that regulate people’s behaviour and business practices. 
· Common Law: very detailed contracts.
· Civil Law: Much shorter and less specific. 
· Theocratic Law: 
· Contract: a document that specifies the conditions under which an exchange is to occur and details the rights and obligations of the parties involved. 
· Property: Refers to a resource over which an individual or business holds a legal title, meaning it owns the resource. (Land, equipment, capital, mineral rights… etc.)
· Property Rights: Legal rights over the use and income of a property. 
· Actions against Property Rights
· Private Action: private individuals against property holders including actions such as: theft, piracy, blackmail.
· Public Action and Corruption: Bribes, levying excessive taxation, requiring expensive licenses or permits from property holders. 

· Intellectual Property: patents, copyrights, trademarks. 
· Trade Related Aspects of Intellectual Property Rights (TRIPS): is the agreement amongst member states of the World Trade Organization to oversee the enforcement of stricter intellectual property regulations. 
· Product Safety Laws: standards to which products must adhere. 
· [bookmark: _GoBack]Product Liability: holding a firm and its officers responsible when a product causes injury, death, or damage. 

· GNI: Gross National Income: Total income of all citizens of a country. 
· PPP: Purchasing Power Parity: Adjustment in gross domestic product per capita for a comparison of living standards in different countries. 
· HDI: Human Development Index: the quality of human life in different countries in terms of: Life expectancy, education attainment, average incomes. 
· GINI Index: measures the extent to which the distribution of income or consumption expenditure among individuals or households within an economy deviates from a perfectly equal distribution. 
· A Gini Index of 0 represents perfect equality, while an index of 100 implies perfect inequality. 

· Political Risk: the likelihood that political forces will cause drastic changes in a country’s business environment that adversely affect the profit and other goals of a particular business enterprise. 
· Economic Risk: the likelihood that economic mismanagement will cause drastic changes in a country’s business environment that adversely affect the profit and other goals of a particular business enterprise. 
· Legal Risk: the likelihood that a trading partner will opportunistically break a contract or expropriate property rights. 

· Norms (Folkways): The routine conventions of everyday life. Ex) attitudes toward time in different countries. People are very time conscious in Canada. In other countries, some people are very “relaxed” about time, and arriving on time. 
· Norms (Mores): Norms central to the functioning of a society and to its social life. Ex) Indictments against theft, adultery, incest, and cannibalism. Much greater significances than folkways. 

· Social Strata: The basis of characteristics such as family background, occupation, and income. Individuals are born into a particular stratum.

· Social Mobility: the extent to which individuals can move out of the strata into which they are born. 
· Caste System: Closed system of stratification in which social position is determined by the family into which a person is born, and change in that position is usually not possible during an individual’s lifetime. Often a caste position carries with it a specific occupation. 
· Class System: Social status is determined by the family into which a person is born and by subsequent socioeconomic achievements. Mobility between classes is possible through his or her own achievements and/or luck. 

· Hofstede isolated five dimensions that he claimed summarized different cultures.
· Power distance
· Degree to which the upper class is separated from the lower class. 
· Individualism vs. Collectivism
· If the country were more about collectivism than you would market an ad with groups of people. 
· Ex) Beijing would have a cellphone commercial showing people sharing stuff about the phone with all their friends. In New York, you’d show an individual and how they used it to save time or money. 
· Uncertainty avoidance
· If the culture is very afraid of uncertainty then they will create many laws, rules, and regulations to control people’s behaviour. ex) Texas
· On the opposite would be a culture that values freedom and has few laws because the people believe they can take care of themselves and are not uncertain. Ex) Ontario
· Masculinity vs. femininity
· In some countries, difference between men and women might be very extreme. Ex) Afghanistan. 
· Ex) it may be attractive to have a female actress posing as a lawyer in an IT commercial marketing some IT product, but this would not be believable in some regions where female access to post-graduate university education is still not common. 
· Long-term vs. short-term orientation

· Bureaucracy: Ease of doing business. 
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Lecture #4 – International Trade Theories

Lecture
1. Trade growth comes in waves.
2. Not equally benefitted. 
3. What comes next? – Benefit to you?
4. Research – The economist articles.
5. Today’s Discussion
a. History of Trade/Trade  
b. Benefit to Trade
c. Ideas for the Future

Learning Outcome
· See how trade developed and why countries tend to specialize?
· Learn theories explaining trade flows, and arguments for and against government policies on trade. 
· Understand implications of Trade theories for international Business. 

**ALL GOOD EXAM QUESTIONS COMING UP** (soooooo basically you better study this……..) 

Theory
· The economic arguments surrounding the benefits and costs of free trade in goods and services are not abstract academic ones. 

Overview of Trade Theory
· Adam Smith’s theory of absolute advantage.
· Proposed in 1776, Smith’s theory was the first to explain why unrestricted free trade is beneficial to a country.
· Free trade refers to a situation where a government does not attempt to influence what its citizens can buy and sell.
· Absolute Advantage: A country has an Absolute Advantage in the production of a product when it is more efficient then any other country in producing it.
· Comparative Advantage by David Ricardo.
· Theory that countries should specialize in the production of goods and services they can produce most efficiently. A country is said to have a comparative advantage in the production of such goods and services. 
· Heckscher-Ohlin Theory (refined view of David Ricardo)
· Predicts that countries will export those goods that make intensive use of factors that are locally abundant, while importing goods that make intensive use of factors that are locally scarce. 
· Free trade is beneficial. 
· These show why it is beneficial for a country to engage in international trade even for products it is able to produce for itself. 
· Ghana- cocoa
· Brazil – coffee
· Saudi Arabia – oil
· China – Ginseng 
· The great strength of the theories of Smith, Ricardo, and Heckscher-Ohlin is that they identify with precision the specific benefits of international trade. 
· Benefits of Trade: The gains of trade arise because international trade allows a country to specialize in the manufacture and export of products that can be produced most efficiently in that country, while importing products can be produced more efficiently. 
· Mercantilism: An economic philosophy advocating that countries should simultaneously encourage exports and discourage imports. 

The Product Life-Cycle Theory
· Observation new productions are developed for large and affluent markets. (USA and EU)
· Initial production for home market, export sales start advances countries and to high-income buyers)
· As international demand grows, production disseminates to other countries. 
· Markets in advanced economies mature.
· Product becomes more standardized and price is main competitive factor. 
· Production costs may become key to holding profit margins.
· Production migrates to lower-cost locations (possibly developing countries). 
· Raymond Vernon’s Theory: Argued that early in the life cycle of a typical new product, while demand is starting to grow rapidly in the USA, demand in other advances countries is limited to high-income groups. 

New Trade Theory
· Began to emerge in the 1970s when a number of economists were arguing that increasing returns to specialization might exist in some industries.
· Economies of Scale: Represent one particularly important source of increasing returns. Economies of scale are unit cost reductions associated with a large scale of output. 

National Competitive Advantage
· Michael Porter’s Theory (The Competitive Advantage of Nations, 1990) determines that four broad attributes of a nation shape the environment in which local firms compete, and these attributes promote or impede the creation of competitive advantage.
1. Demand Conditions
2. Relating and supporting industries
3. Factor endowments
4. Firm strategy, structure, and rivalry

Porter’s The Competitive Advantage of Nations, 1990 four broad attributes. 
1. Demand conditions – the nature of home demand for the industry’s product or service.
a. Influences the development of capabilities.
b. Sophisticated and demanding customers pressure firms to be competitive. 
2. Relating and supporting industries – the presence or absence of supplier industries and related industries that are internationally competitive.
a. Can spill over and contribute to other countries.
b. Successful industries tend to be grouped in clusters in countries. 
3. Factor endowments – a nation’s position in factors of production necessary to compete in a given industry.
a. Can lead to competitive advantage
b. Can be either basic (natural resources, climate, location) or advanced (skilled labor, infrastructure, technological know-how)
4. Firm strategy, structure, and rivalry – the conditions governing how companies are created, organized, and managed, and the nature of domestic rivalry.
a. Different management ideologies affect the development of national competitive advantage. 

· Vigorous domestic rivalry creates pressures to: innovate: improve quality, reduce costs, and invest in upgrading advanced features. 

















BUSI 2701 – International Business 			             	February 3rd, 2015

Lecture #5 – Political Economy of International Trade

Learning Outcome
· Understand the evolution of the international trading system.
· Understand the methods used by governments to intervene in markets.
· Understand the pros and cons of strategic trade policy. 

· International Political Economy (IPE): the ways in which political forces shape the systems through which economic interactions are expressed. 
· Concerns the effect that economic interactions (including power of collective markets and individuals acting both within and outside them) have upon political structures and outcomes. 

Free Trade
· Refers to a situation where a government does not attempt to restrict what its citizens can buy from another country. Or what the can sell to another country. 

Economic Formula for GDP
GDP = C + I + G + (X – M)
C = Sum of Consumption
I = Investment
G = Government Spending
X = Exports
M = Imports

Mercantalism emphasized maximizing exports and minimizing imports. 

When governments intervene they use what we call “Instruments of Trade Policy”
· Tariffs
· Ad valorem tariffs
· Are levied as a proportion of the value of the imported good.
· Specific Tariffs
· Are levied as a fixed charge for each unit of a good imported (for example, $3 per barrel of oil)
· Subsidies
· A government payment to a domestic producer
· Ex) cash grants, low-interest loans, tax breaks, and government equity participation.
· By lowering production costs subsides help domestic producers compete against foreign imports and gain export markets. 

· Import and export restrictions
· A direct restriction on the quantity of some good that may be imported to a country. 
· The restriction is usually enforced by issuing import licenses to a group of individuals or firms. 
· Ex) USA has a quota on cheese imports.
· Local content requirements
· Demands that some specific fraction of a good be produced domestically.
· The requirement can be expressed either in physical terms. (75 percent of component parts for this product must be produced locally)
· Or in value terms (75 percent of the value of this product must be produced locally.)
· Administrative policies
· Bureaucratic rules designed to make it difficult for imports to enter a country. 
· Ex) federal express has had a tough time expanding its global express shipping services into Japan because Japanese customs inspectors insist on opening a large proportion of express packages to check for pornography, a process that can delay an “express” package for days. 
· Antidumping policies 
· Dumping is selling goods in a foreign market at below their costs of production, or as selling goods in a foreign market at the below their ”fair” market value. 
· Like buying Nikon Cameras in New York for a cheaper price than in Japan – where they make them.
· There are two ways to prove ‘dumping’.
· The accused country’s producers are selling below their own cost of production
· Or accused country’s producers are selling below some ‘fair market value’, usually deemed to be receiving country’s own cost of production. 
· In Canada, CBSA may investigate. (Canada Border Services Agency)

All of these are instruments governments can use to either increase or reduce trade. 

· For example, the Canadian federal government imposes tariffs that run between 200 per cent and 300 per cent on virtually all dairy products. 






Why Do Government Intervene In Markets?
1. Political Arguments – concerned with protecting interests of certain groups within a nation (normally producers), often at the expense of other groups (normally consumers)
2. Economic Arguments – concerned with boosting the overall wealth of a nation – benefits both producers and consumers. 

Political Arguments for Intervention
1. Protecting jobs and industries (most common reason for trade restrictions)
a. Results from political pressures by unions or industries that are “threatened” by more efficient foreign producers, and have more political clout than consumers.
2. National Security
a. Protecting industries deemed important for national security – industries like aerospace or electronics are often protected because they are deemed important for national security. 
3. Retaliation
a. Retaliating to unfair foreign competition – when governments take, or threaten to take specific actions, other countries may remove trade barriers. 
4. Protecting consumers
a. From “dangerous” or “unsafe” products
5. Furthering foreign policy objectives
a. Preferential trade terms can be granted to countries that a government wants to build strong relations with.
b. It can also be used to punish rogue states. 
6. Protecting human rights

Economic Arguments for Intervention
1. The infant industry argument
a. New manufacturing industries cannot initially compete with well-established industries in developed countries. 
b. To allow manufacturing to get a toehold, the argument is that governments should temporarily support new industries (with tariffs, import quotas, and subsidies)
c. Until they have grown strong enough to meet international competition. 
2. Strategic trade policy
a. Government support can help raise national income.
b. Government might intervene in an industry if it helps domestic firms to overcome the barriers to entry created by foreign firms. 

Canada is in NAFTA and is in a union called CPPA. This is with Europe and gives access to 500 million consumers in Europe. Canada agreed to lower restrictions, lower tariffs on automobiles, and provide them with a number of lumbers. 
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· Foreign Direct Investment (FDI): The acquisition or construction of physical capital by a firm from one (source) country in another (host) country. 
· Occurs when a firm invests directly in facilities to produce and/or market in a foreign country.
· The firm becomes a multinational enterprise.
· Can be in form of:
· Greenfield investments: the establishment of a wholly new operation in a foreign country.
· Acquisitions or mergers with existing firms in the foreign country. 
· Multinational Enterprise (MNE): A firm that owns business operations in more than one country. 
· Green Field Investment: Establishing a new operation in a foreign country. (buying of real-estate and building something)
· Flow of FDI: The amount of FDI undertaken over a given time period (normally a year).
· Outflows of FDI are the flows of FDI out of a country.
· Canadian companies buying property and/or setting up operations in another country. 
· Inflows of FDI are the flows of FDI into a country. 
· Stock of FDI: the total accumulated value of foreign-owned assets at a given time. 
· Many people talking about FDI quote information from UNCTAD.
· It is the most authoritative and reliable source of information about global FDI by country and by activity and its statistics and diagrams are quoted equally by the right and left wings. 

The Direction of FDI
· Most FDI has been directed at the developed nations around the world. 
· USA has been the favourite target of FDI inflows. 
· Since WW2, the US has been the largest source country for FDI.
· Two alternatives to FDI are exporting and licensing. 
· FDI has grown more rapidly than world trade and world output.
· Firms still fear the threat of protectionism
· Democratic political institutions and free market economies have encouraged FDI
· Globalization is forcing firms to maintain a presence around the world.
· Limitations of exporting and licensing are means for capitalizing on foreign market opportunities. 


Limitations of Exporting
· Transportation
· Cost barriers
· Products of low value-to-weight ratio

Limitations of Licensing
· Internalization theory explains why firms often prefer foreign direct investment over licensing as a strategy for entering foreign markets. 
· Licensing may result in a firm giving away valuable technological know-how to a potential foreign competitor. 
· Licensing does not give a firm the tight control over manufacturing, marketing, and strategy in a foreign country. 
· When the firm’s competitive advantage is based not so much on its products, as on the management, marketing, and manufacturing capabilities that produce those products. 

The “Political Environment” and FDI
· Ideology toward FDI has ranged from radical stance against it, to non-interventionist principle of free market economics. 
· Radical View: argues that the multinational enterprise (MNE) is an instrument of imperialist domination. They argue that MNEs extract profits from the host country and take them to their home country. 
· Free Market View: argues that international production should be distributed among countries according to the theory of comparative advantage. Countries should specialize in the production of those goods and services that they can produce most efficiently. 
· Pragmatic Nationalism: FDI has both benefits and costs. FDI can benefit a host country by bringing capital, skills, technology, and jobs, but those benefits often come at a cost. 

Three Main Components to Balance of Payments Accounts
1. The current accounts records transactions that pertain to goods, services, and income, receipts, and payments. 
a. Current account deficit: a country imports more than it exports.
b. Current account surplus: a country exports more than it imports. 
2. The capital account records one-time changes in the stock assets. 
3. The financial account records transactions that involve the purchase or sale of assets.
a. Net change in US assets owned abroad.
b. Foreign owned assets in the US.

Is a Current Account Deficit Bad?
· A current account deficit is either funded by selling assets abroad or borrowing abroad. 
· If the trade deficit is buying equipment, it will help future economic growth and improve productivity. 
· Persistent deficit on consumer goods could limit future growth. 
· If foreigners stopped buying Canadian and American assets a dollar crisis would occur. 
· It isn’t whether Balance of Payments is positive or negative – it’s the composition.
· If the deficit on Current Accounts is for equipment, capital goods, etc., it is investment to increase future productivity. 
· If the deficit is only to buy consumer goods then it is consumption on credit. 

Lecture #6 – Regional Economic Integration

Definition: Agreements among countries in a geographic region to reduce, and ultimately remove, tariff and nontariff barriers to the free flow of goods, services, and factors of production between each other.

Benefits
· European Common Market – originally an agreement on steel and coal between France and Germany; largely to form economic links to avert future wars.
· Access to resources; to free up labour mobility; to gain access to larger markets; and of course regional security. 

Does regional trade agreements promote free trade?
· In theory, yes.
· Europe – efficient to work with one common currency.
· North America – provides business with access many more consumers, and flexibility on plant location, input sources, etc.

Criticisms 
· Regional trade blocks compete against each other.
· Warns against loss of culture, loss of head offices, ‘selling out to US’

Examples of Regional Economic Integration
· NAFTA (North American Free Trade Agreement): Canada, US, and Mexico.
· BRIC (The Big Four): Brazil, Russia, India, and China. Four largest economies outside of the OECD.
· Large differences between countries in BRIC (Two are democracies, while two have authoritarian regimes). 




Examining the Levels of Regional Economic Integration
1. Free Trade Area
a. Eliminates all barriers to the trade of foods and services among member countries. 
b. Each country sets its own trade policy for non-members. 
c. Ex) NAFTA and EFTA (Norway, Iceland, Liechtenstein, and Switzerland).
2. Custom Union
a. Eliminates all barriers to the trade of goods and services among member countries.
b. Adopts a common external trade policy, and must set up common administration to deal with non-members. 
c. Ex) Andean Pact (Bolivia, Columbia, Ecuador, and Peru).
3. Common Market
a. Eliminates all barriers to the trade of goods and services among member countries. 
b. Adopts a common external trade policy.
c. Permits the free movement of the factors of production (labour, capital, technology, etc.)
d. Ex) MERCOSUR (Brazil, Argentina, Paraguay, and Uruguay).
4. Economic Union
a. Eliminates all barriers to the trade of goods and services among member countries. 
b. Adopts a common external trade policy. 
c. Allows the free movement of the factors of production.
d. Adopts a common currency, a harmonized tax rate, and a common monetary and fiscal policy.
e. Ex) European Union (EU)
5. Political Union involves a central political apparatus that coordinates the economic, social, and foreign policy of member states.
a. The EU is headed toward at least partial political union. 
b. Collective approval of fiscal budgets, integrated monetary policy, common supervision of large banks. 

The Case for Regional Integration
· Economic Case for Integration: an attempt to achieve additional gains from the free flow of trade and investment between countries. 
· Political Case for Integration: Linking neighbouring economies and making them increasingly dependent on each other creates incentives for political cooperation between neighbouring states. 





Impediments to Integration
· It has never been easy to achieve or sustain for two main reasons.
· Firstly, while a nation as a whole may benefit significantly from a regional free trade agreement, certain groups may lose. Moving to a free trade regime involves some painful adjustments. 
· Secondly, there are concerns over national sovereignty. 
· Ex) Canada negotiated protection for culture under NAFTA, and moved mile and egg board price restrictions into high external tariffs. 
· The benefits of regional integration are determined by the extent of trade creation, as opposed to trade diversion. 
· Trade Creation occurs when high-cost domestic producers are replaced by low-cost producers within the free trade area.
· Trade Diversion occurs when lower-cost external suppliers are replaced by higher cost suppliers within the free trade area. 

Political Structure of EU
1. The European Council
2. The Council of Ministers
3. The European Commission
4. The European Parliament
5. The Court of Justice

What works for the Eurozone?
· Common market is conductive to increased competition, and increased specialization of production.
· Provides larger economies of scale, allows greater mobility of factors of production (to move to the area where they are most valued, and thus more efficient allocation of resources).

What are the Problems for the Eurozone?
· Common monetary policy (Eurozone currency and Europeans Central Bank) without common fiscal policy. 
· Countries on periphery are in crisis due to large debt-loads, and central countries are reluctant to pay out to help. 
· Crisis provoking a loss of sovereignty, which may be good or bad. 

NAFTA
· NAFTA should be viewed as an opportunity to create an enlarged and more efficient productive base for the entire region.
· One likely effect of NAFTA will be that many US and Canadian firms will move some production to Mexico to take advantage of lower labour costs. 

· The case against NAFTA is that some people claim that ratification would be followed by a mass exodus of jobs from the US and Canada into Mexico as employers sought to profit from Mexico’s lower wages and less strict environmental and labour laws.

Mercosur
· Originated in 1988 as a free trade pact between Brazil and Argentina.
· In 1990, it added Paraguay and Uruguay.
Caricom
· Customs union between the English-speaking Caribbean countries. However, it has repeatedly failed to progress toward economic integration. 

What is Free Trade of the Americas (FTAA)?
· The FTAA was not established and now support from the US and Brazil is mixed.
· The US wants stricter enforcement of intellectual property rights and lower manufactured goods and tariffs.
· Brazil and Argentina want the US to eliminate agricultural subsidies and tariffs. 
· If the FTAA is established, it will have major implications for cross-border trade and investment flows within the hemisphere. 
· FTAA would create a free trade area of 850 million people accounted for nearly $18 trillion in GDP in 2008.

ASEAN (Association of South East Asian Nations)
· ASEAN members are countries that do NOT include the big economies of China, Japan, and South Korea.

Trans-Pacific Partnership (TPP)
· Originally, Chile, New Zealand, and Singapore, then Brunei added on. 
· In 2008, the US joined the negotiations, as Australia, Vietnam, Malaysia, and Peru.
· Canada and Mexico announced negotiation in 2012.
· Japan is an observer. 
· The goal of the TPP is to eliminate all tariffs on goods and services among participating countries, as well as negotiate freer government procurement; better intellectual property protection; increased regulatory coherence; and labour environment rights.
· What’s good about the TPP?
· Opens up markets in Asia for Canadian companies. 
· Access to larger market. 
· Facilitates amending NAFTA, without re-opening NAFTA on intellectual property, state-owned companies, and government procurement. 
· What’s bad about the TPP?
· Canada must commit in advance to closed chapters of the agreement.
· Abandon protections of agriculture.
· Investor legal provisions would allow companies to sue governments.
· Copyright rules may weaken Internet openness.

What are the Implications of Economic Integration for Managers?
· Regional economic integration
· Integration opens new markets.
· Allows a firm to realize cost economies bhofy centralizing production in those locations where the mix of factor costs and skills is optimal.
· Some of the criticisms
· Within each grouping, the business environment becomes even more competitive. 
· There is a risk of being shut out of the single market by creation of “trade fortress”.
· Always dislocation for some industries. 
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