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IGCSE Paper 3 November 2008

You have been asked to write a report on whether or not your government should pursue
greater involvement in globalisation.

At the end of the paper are six sources of information on the subject of Globalisation. The
report has been divided in the paper into a series of tasks. Use the information, together with
your knowledge and understanding of economics, to answer questions 1-6.

e You should use economic concepts and terms

e You should use diagrams, graphs or tables where you think they are appropriate. (Use the
extra sheet provided if necessary.)

e You should refer to the sources in your report, but do not spend time copying large amounts
from the sources
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1.

Using Source A, compare the trade figures for Malaysia and Kenya.

(Total 4 marks)
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2.

With reference to the sources:

(a) Explain two benefits of globalisation to developing countries.

(Total 8 marks)
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3. Using Source D, examine why women are the biggest winners and children often the
biggest losers from globalisation.
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4. With reference to the sources, why is it important to ‘promote competition’ in order to
benefit from globalisation?

(Total 4 marks)

Leave )
blank

M3 21 1 0 A0 6 1 2




Leave\
blank
5. With reference to the sources, discuss whether developed countries, such as the United
Kingdom, will be losers from globalisation.
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6. To what extent will globalisation benefit your country? With reference to the sources,
justify your answer.

(Total 8 marks)
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Source A
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Malaysia Trade with the World 2000-2005
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O Export Value B Import Value OTrade Balance Value

(400 billion RM = 86 billion euros)

Source: www.matrade.gov.my

Kenya Merchandise Trade with the World
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Source: IMF (Direction of Trade Statistics)
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Source B

Competition leads to greater productivity

To take advantage of the opportunities associated with globalisation it is vital to raise
investment levels and improve productivity. Adopting policies that promote competition is
central to raising productivity. Policy barriers to competition in developing countries are
common — legal restrictions prevent entry of foreign participants, trade barriers limit import
competition, state monopolies protect domestic firms from private sector competition and
poorly designed regulatory regimes in privatised industries block competitors — stifling
productivity growth. Firms in Korea, Malaysia and Thailand are more productive than firms
in India and China partly because of lower trade restrictions and administrative barriers to
entry. Introduction of competition in privatised industries increases efficiency. Telephone
services in countries with competitive markets expanded three times faster than countries
with private monopolies.

Source: http://web.worldbank.org November 2005

Source C

Costs of Globalisation

Low-wage countries have traditionally taken jobs from countries like Australia, Germany
and the United States (US). Now, middle-income countries are being hit. Whereas in the
1990s many US firms moved manufacturing to Mexico these have now gone to China,
leaving Mexico with fewer manufacturing jobs than in 1990.

Rising incomes, in countries such as China and India, will lead to more demand for exports,
from high tech firms in countries such as the United Kingdom. This ignores, however, the
timescale involved and the fact that those who lose their jobs may not be employed in these
industries.

Governments in these countries need to focus on generating jobs and reducing costs for
businesses in globally competitive markets. They must also increase opportunities for higher
education and training.

Source: www.theage.com.au
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Source D

Globalisation’s winners and losers

Globalisation affects different countries in different ways, producing winners and losers
between and within countries. The most obvious winners are generally agreed to be the
middle class and women, while the obvious losers are the poor and the environment.

Globalisation is generally reducing inequality, but this is often uneven. The most successful
countries are those where the ratio of trade to income has doubled in the last twenty years.
In these countries both education and life expectancy have increased enormously, while
absolute poverty has dropped by 14%. The least successful have seen trade fall and capital
move to other countries. Their incomes have fallen and poverty has risen.

Within countries the biggest winners are women. This is due to:
e higher household incomes

improved education

better nutrition

increased life expectancy

lower birth rates.

Losers are often children used in child labour. Another negative effect is the increase of lead
in the environment. This results in damage to the health to all, but particularly the physical
and intellectual growth of children.

Source: www.aliciapatterson.org/APF2102

Source E

Benefits and costs of Multinational Companies for developing countries

Multinational companies are a major source of globalisation. Some are engaged in production
in many countries while others are heavily involved in exporting and importing.

Benefits:

e Provide jobs directly and indirectly through growth of industries needed to service
multinationals such as banks. This increases income for workers and thus shops etc

e Training and education for the workforce creates a higher skilled labour supply, which
can benefit other areas of the economy.

e Provide tax revenue for governments.

Costs:

e Management may be imported and therefore these skills are not transferred to local
people

e Interested in low cost labour which may not lead to any major increase in local
incomes

e Many multinational companies are capital intensive and do not reduce unemployment
significantly.

Source: www.bized.ac.uk
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