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Write a definition of trading blocs here:

________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
EU trading bloc
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EU trading bloc brief details
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Brexit – impact on the UK
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Hard Brexit
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ASEAN trading
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NAFTA Trading
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________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
Expansion of trading blocs
Write a definition of trade bloc expansion here:
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
[image: ]Expansion of trading blocs
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Impact on business of trading blocs 
Opportunities of free trade
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[image: ]Drawbacks of free trade
What country is this McD’s in?  What clues to the country are in the picture?
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Case studies and question continue on page 8
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Extract A
Sony launches PlayStation 4 (PS4) at a price close to cost

The video games console market is very dynamic. There are three main console
manufacturers: Nintendo, Sony and Microsoft. A console war started in November 2013
when Sony launched the PS4, followed one week later by the release of

Microsoft's Xbox One.

Experts consider the PS4 to be the most powerful video games console ever produced.
The global mark-up per console is surprisingly low at 4.2%.

Component costs US dollars ($)

Electrical components 348

Controller 18

Box contents 6

(Source: adapted from http://allthingsd.com/20131119/
teardown-shows-sonys-playstation-4-costs-381-to-build/)
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Extract C
Talks start on ASEAN enlargement

Negotiations have started between the Association of South East Asian Nations (ASEAN)
and its six major trading partners with the aim of creating the world's largest regional
trading bloc by the end of 2015. The addition of six new members: China, India, Australia,
Japan, New Zealand and South Korea will expand the 10-country trading bloc which will
become known as ASEAN+6. An enlarged ASEAN will cover more than half the world’s
population and will have a combined GDP of $17.23tn (trillion).

It is hoped that the new members of ASEAN+6 will agree to the further liberalisation of
markets and reduce tariffs and non-tariff barriers.

(Source: adapted from http://www.thejakartapost.com/news/
2013/01/31/talks-asean6-trade-bloc-kick-may html)
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(d) Assess the likely impact of the proposed expansion of ASEAN on a business such
as Sony.
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Evidence E

The Western Balkans

Mixed picture as region waits to join the EU

Non-EU members such as Croatia, Serbia, Bosnia-
Herzegovina, Montenegro, Kosovo, Albania and
Macedonia are referred to as the Western Balkans and
form the core of south-eastern Europe.

Low wages could make parts of the region attractive to
manufacturers, because these countries have cheaper
labour markets than neighbours to their north and they
are closer than Asia. “A lot of European investment will
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now go into emerging Europe; not only the car factory investments of the past but also
alot of smaller scale manufacturing” says Christian Keller, chief economist for European
emerging markets at Barclays Capital.

For these small countries, integration with the EU provides the obvious formula for economic
growth. Croatia expects to become the bloc’s 28th member within three years. Montenegro is
expected to apply in 2011 and Serbia aims to be fully “EU-ready” by 2015.

The Western Balkans and Moldova are members of CEFTA (Central European Free Trade Area)
which is seen as a stepping stone to EU membership. Former members include Bulgaria, Czech
Republic, Romania, Hungary, and Slovenia. These countries ended their CEFTA membership
when they were admitted to the EU. It is designed to encourage members to trade more freely
with each other before joining the EU. Regional trade co-operation is supposed to reduce

the costs of trade and reduce prices to consumers. Unfortunately CEFTA has not eliminated
enough trade barriers to promote free trade.
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Evaluate the likely impact of the further enlargement of the EU on UK businesses.
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Evaluate the likely impact of the further enlargement of the EU on UK businesses.




image23.png
«

a joins ASEAN to launch world's 3rd biggest trade area

On New Year's Day 2010, China joined ASEAN (The Association of Southeast Asian Nations)
to create the world's third-argest free-trade area and the largest in terms of population,
with 1.9 billion people. The new free-trade area, which willremove tariffs on 90% of traded
goods, i expected to increase trade between the member states substantially. China sees
the agreement as a way of securing supplies of raw materials, while other countries in
ASEAN, such as Cambodia, Indonesia, Malaysiz, the Philippines, Thailand and Vietnam, see
opportunities in Chinas huge market.

ile many industries are eager for tarifs to be reduced, e.g. o textiles, rubber, vegetable
oils and steel, a few countries are concemned about what the agreement will mean for their
businesses. Malaysia ~ which already exports palm oil, rubber and natural gas to China ~is
one country that might benefit from the removal of taiffs.

‘While competing with more Chinese imports may pose new challenges for ASEAN
‘manufacturers, increasing their access to the 1.3 billion people of China could produce
significant benefits.
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Analyse two ways that the expansion of ASEAN could affect UK businesses.
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Analyse two ways that the expansion of ASEAN could affect UK businesses.
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Evidence B
Mothercare and responsible sourcing

“Our responsible sourcing programme is about people and the environment. Our
Responsible Sourcing Code is based on the ETI ( Ethical Trading Initiative) base code and
covers 10 key areas.

+ Noforced labour
+ Workers can choose to join a trade union
+ Safe and hygienic working conditions

+ No child labour
. + Wages are reasonable and fair
+ Reasonable working hours
+ No discrimination
. + Regular employment
+ No physical or verbal abuse

+ Environmental protection.”

(Source: adapted from www.mothercareplc.com/responsible-sourcing)
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Evidence A

Overseas focus by Mothercare pays off

Mothercare’s focus on overseas expansion appears to be working, with first-half
international retail sales overtaking domestic sales for the first time at the babycare retail
group.

Ben Gordon, Chief Executive, said that Mothercare had made the transition to overseas
markets with ease and that there was huge potential in emerging markets with
expanding middle classes and rising populations. China, Russia, Turkey and India have
been its fastest growing markets.

Mothercare's 860 international stores are franchised or run as joint ventures, for example
in China through Mothercare-Goodbaby China Retail. Mothercare has just announced a
new joint venture in India with DLF Brands which will add to its existing presence there.

Mothercare has made a series of acquisitions (mergers and takeovers) in recent years
including the purchase, for £85m, of the baby toys chain Early Learning Centre which
has 80 outlets in 20 countries. Its newest purchase is the fashionable maternity clothing
brand, Blooming Marvellous.

Mothercare currently sources the vast majority of its toys and equipment from China and
about 50 per cent of its clothing.

(Source: adapted from www.ft.com/cms/s/0/3f08e0aa-d7b5-11df-b478-
00144feabdco.htmi¢axzz1EPygZ3as)
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2 Analyse two possible reasons why new markets might be important for the future
success of a business such as Mothercare.
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