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By Ned Browne, Carly Evans and Gerald Wood    
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These Topic Tests are designed to give teachers assessment tools, which they may use at the 

end of teaching successive sections of Unit 3.  There are five tests designed to examine: 

 3.3.1-2: Why does a business seek international markets?  Key players in the world 

economy. 

 3.3.3: How does a company decide which countries to target? 

 3.3.4: Other considerations before trading internationally. 

 3.3.5: Globalisation. 

 3.3.6: Are multinationals a force for good or should they be controlled? 

 

Each Topic Test has three key features: 

 

1. It is laid out in the general format and approach of the Unit 3 examination, and so helps 

students to become familiar with the approach which they will face when they sit the Unit. 

 

2. Accompanying each test is a mark scheme, based around Edexcel‟s own mark schemes.  

These both assist the teacher in marking students‟ work, and helps students understand why 

they scored the mark they did – and what they need to do to improve their mark. 

 

3. Also accompanying each test is a set of suggested answers.  These are rather longer than 

most students would have time to produce in an examination setting, and also contain more 

analysis and detail than students would be expected to know.  They will therefore be useful as 

a source of further study.  They inevitably contain some points of view personal to the 

authors and should therefore be seen as an example of how the questions might be tackled. 

Except in multiple choice questions, there is of course no such thing as a single „right‟ 

answer.  

 

Licence 

The printed material is sold with a licence to photocopy for the benefit of students and 

teachers within the purchasing institution, but not further afield. 

 

Disclaimer 

While the authors are all experienced teachers of Edexcel‟s Economics and Business A level, 

the endorsement of Edexcel has neither been sought nor given for this work   
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Instructions 

Use black ink  

Answer all questions in both Section A and Section B 

You may use a calculator 

 

Information 

Total marks for this paper is 80 (1 mark per minute, plus 10 minutes for reading) 

Quality of written communication will be taken into account in questions 4 and 9.  You 

should take particular care on these questions over spelling, punctuation, grammar and clarity 

of expression 

Advice 

Read each question carefully 

Keep an eye on the time 

Try to answer every question 

Check your answers if you have time at the end 

   Write your name here 

 

                                                             Centre Number:                                 Candidate Number 

 Topic Test 1 of Unit 3 

 

 

 

 

 

Other name Surname 

         

Unit 3: International Business 

Topic Test 1: Why does a business seek international 

markets? & Key players in the world economy  

 
Paper Reference 

6BS03/01 

6EB03/01 

Date: 

Time: 1 hour 30 minutes 

Total Marks You do not need any other materials. 

Other name 
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SECTION A 

Answer ALL the questions in this section 

Evidence A 

Luxury brands in China 

After the Americans and the Japanese, the Chinese are the world‟s third largest consumers of 

luxury goods, on which they spend £3.9 billion a year. While America and Japan have both 

shared in the global recession, China has continued to grow at 9 to 10% a year – growth rates 

that Western countries can only dream about.  

Market research shows 80 million Chinese counted as „middle class‟ in 2007 – but on current 

trends that number is expected to hit 700 million by 2020.  While the definition of „middle 

class‟ is a salary of just £8,000 a year, once the higher purchasing power of the Chinese yuan 

is taken into account, this is more like £19,000 in terms of relative purchasing power – 

enough to start saving for Chanel perfume, if not quite a Bentley.  

Luxury brands know where to go. In 2005, Louis Vuitton opened a flagship store in Beijing 

despite the open piracy of its products in China.  Its twelfth store in the country, the 17,000 

square foot shop extends over three floors selling everything from a £230 purse to a £125,000 

gold watch made to order.  Five years on, those 12 stores have almost tripled to 34.  

 

Evidence B 

Bigger, better, newer, faster ... 

It‟s an exciting time in the container shipping industry.  There are approximately 4,500 

container ships in the world, and they keep on growing in size.  In 2006, the first 9600 teu 

ship was completed, the Kin Los Angles, launched by Samsung Heavy Industries.  A teu is a 

standard-length 20-foot container – i.e. a Twenty foot Equivalent Unit.  Due to sophisticated 

automation, this mammoth can be crewed by just 19 men – over 500 containers per crew 

member.   

Since then, they have got even bigger.  The Ebba Maersk was reported in Tangiers, Morocco 

in May 2010 with over 15,000 teu on board.  Sailing between the main ports of Asia, North 

America and the Far East, container ships have made it far cheaper to send bulk cargo 

thousands of miles across an ocean than a hundred miles inland. 
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1. Briefly analyse why Louis Vuitton has invested so heavily in China.  (6) 

2. Analyse two possible reasons for building bigger container ships.  (8) 

3. Assess two possible problems associated with trading with China.  (9) 

4. Evaluate the likely impact of the Chinese population‟s increased purchasing power on 

multinationals. (12, includes assessment for Quality of Written Communication) 
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SECTION B 

Answer ALL the questions in this section 

Evidence A 

iPad’s global launch 

Apple set the global launch date for its tablet computer, the iPad, at 28th May 2010.  Until 

then, it had only been available in the USA, where it had sold approximately one million 

units in the month since its US launch.  It then went on sale in selected European countries 

plus Australia, Canada and Japan.  Retailing from £429 up to £699 in the UK, the product is 

only marginally more expensive than in the USA, once VAT is taken into account.     

By October 2010, the estimate was that 21 million tablet computers will sell in 2010 and that 

no fewer than 15 million of these will be the iPad.  Says Anna Hunt, market researcher, 

„Apple‟s early market leadership will be difficult to catch. The market will likely become 

quite crowded as new tablet products continue to be deployed through 2011, but only a few 

have the marketing reach and brand presence that can compete with Apple.‟ 

 

Evidence B 

Apple boss faces tough questions on conditions at the iPhone factory 

In June 2010, Steve Jobs, the boss of Apple, was confronted with the news that several 

workers at the Chinese factory which manufactures the iPhone had committed suicide.  

Owned by a Taiwanese company, Foxconn, there had been 10 suicides at the factory in short 

succession.  

Workers, mostly from rural China, commonly put in 12 hour shifts before walking out of the 

factory into an adjoining dormitory to sleep – and will do this for six days a week.  A 72 hour 

working week is almost double the 37-40 hours, which is common in European factories.  

However, Steve Jobs was determined to see the good side, “You go in this place and it's a 

factory but, my gosh, they've got restaurants and movie theatres and hospitals and swimming 

pools”, he enthused. 

Foxconn‟s founder and chairman, Terry Gou, responded to the fuss with some generosity.  

From October 2010, workers at the plant received a whopping 66% pay rise. While the new 

salary of £190 a month is still very low by Western standards, it is indicative of the coming 

shift towards higher wages in China more generally.      

A Foxconn spokesman said it was hoped the wage increase would reduce the pressure to do 

overtime, and so improve workers‟ health.  Mr Gou himself said he was having trouble 

sleeping and dreaded after-hours phone calls, fearing that they would bring news of another 

suicide. “This wage increase has been instituted to safeguard the dignity of workers”, he said.  

However, shares in Foxconn fell sharply when the news was announced. 
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Evidence C 

Cigarette sales in Sweden 

 

 

Evidence D 

Emerging countries bite back 

For years tobacco companies have responded to increasing law suits in Western countries by 

stepping up their marketing efforts in poorer regions where they are less likely to be held to 

account for their actions.  But in 2008 the Nigerian Government filed a £22 billion claim for 

damages against British American Tobacco, Philip Morris and International Tobacco Ltd.  Its 

case is built around documents showing that the companies specifically targeted teenagers in 

its promotional strategy. 

However, the amount claimed is a significant proportion of the Nigerian government‟s entire 

budget – and critics have pointed out that only six years previously the Nigerian government 

encouraged BAT to move a large section of its manufacturing facilities from Britain to 

Nigeria with promises of tax breaks. 

With sales of just $600 million a year, the potential damages are several times greater than 

turnover. But then tobacco companies have learned to live with law suits.  Two years on the 

case is still negotiating the various procedural obstructions put up by the tobacco companies.  

Meanwhile, cigarette sales across the developing world are growing at a healthy 3.4% per 

year. 
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5. Explain why Apple would want to sell its products in multiple markets. (6) 

6. Analyse two possible reasons for Apple outsourcing its manufacturing to a company 

based in China.  (6) 

7. Assess the likely impact on Chinese companies of increased foreign investment in 

China.  (8) 

8. Evaluate the decision of tobacco firms to concentrate their sales effort on developing 

countries such as Nigeria.  (10, includes assessment for Quality of Written 

Communication) 

9. Evaluate the costs and benefits of trade liberalisation.  (15, includes assessment for 

Quality of Written Communication)  
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Unit 3 Sample Paper 1   Mark scheme 

Q.1 Briefly analyse why Louis Vuitton has invested so heavily in China.   Mark 

 Knowledge 2, Application 2, Analysis 2 Total:6 

  

Knowledge – e.g. limited growth in home markets due to market saturation, profit 

maximisation 

Application – to Louis Vuitton 

 

Analysis – for any suitable extension / comment 

 

1-2 

1-2 

1-2 

 

 

Q.2 Analyse two possible reasons for building bigger container ships.   Mark 

 Knowledge 2, Application 2, Analysis 4  Total:8 

 Knowledge: some relevant understanding e.g. of  economies of scale, growing 

world trade 

Application: some application of these to container ships; also relevant diagram e.g. 

falling average cost curve  

 

Analysis: Coherent response perhaps justifying the identification of one key reason 

and wrapping up with an informed and balanced conclusion.  Also independent 

commentary e.g. limits imposed by depth of water by ports 

General: if only one reason, cap at 4 

1-2 

 

1-2 

 

1-4 

 

 

Q.3 Assess two possible problems associated with trading with China.   Mark 

 Knowledge 2, Application 2, Analysis 2, Evaluation 3  

Level 4 Coherent response, perhaps justifying the identification of one key problem – or 

contrasting with the benefits of trading with China.  Either way, leading to 

informed and balanced conclusion 

7-9 

Level 3 Some commentary, perhaps referring to piracy comment in Evidence A  5-6 

Level 2 Some application of those factors to China  3-4 

Level 1 Some understanding of  relevant factors: intellectual property infringement, 

cultural and language barriers, public relations pitfalls 

1-2 

 General: if only one reason, cap at 4  
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* Q .4 Evaluate the likely impact of the Chinese population‟s increased purchasing power 

on multinationals. 

Mark 

 Knowledge 2, Application 2, Analysis 3, Evaluation 5  

Level 4 Coherent response with depth for high score e.g. informed comment on extent of 

impact, and factors on which the magnitude of this impact depends – industry 

sector, time period considered, country of origin of multinational  

QWC – good-to-excellent spelling, precise and effective business/economics 

terminology, coherent and fluent response  

8-12 

Level 3 Some analysis e.g. impact on Chinese multinationals compared with others, 

varying impact by industry sector  

QWC – reasonable-to-good spelling, business/economics terminology used quite 

well 

5-7 

Level 2 Some application of those factors to China & multinationals e.g. China‟s 

economic growth rate, size of population, impact on global commodity prices  

QWC – reasonable spelling, limited amount of business / economics terminology 

3-4 

Level 1 Some understanding of  relevant terms – e.g. purchasing power, real GDP/head, 

income elasticity of demand  QWC – frequent errors in spelling, and/or weak 

style/structure of writing and/or poor legibility 

1-2 

 

Q.5 Explain why Apple would want to sell its products in multiple markets. Mark 

 Knowledge 2, Application 2, Analysis 2 Total:6 

 Knowledge: some understanding of company aims e.g. turnover, profits, 

avoidance of risk, competitive advantage, market power, global economies of 

scale  

Application: some application of terms e.g. to Apple  

Analysis: some commentary – e.g. to what extent; balanced conclusion, 

eschewing dogmatic assertion 

1-2 

 

 

1-2 

1-2 

 

 

Q.6 Analyse two possible reasons for Apple outsourcing its manufacturing to a 

company based in China.   

Mark 

 Knowledge 2, Application 2, Analysis 2 Total:6 

 Knowledge: some understanding of  relevant factors: cost, average cost, lead 

times, proximity to markets, allows Apple to focus on design – its core 

competitive advantage 

Application: of those factors to Apple, perhaps directly referring to Evidence A 

and B  

Analysis: perhaps justifying a choice of the more important reason of the two 

General: if only one reason, cap at 3 

 

1-2 

 

1-2 

1-2 
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Q.7 Assess the likely impact on Chinese companies of increased foreign investment in 

China.   

Mark 

 Knowledge 1, Application 2, Analysis 2, Evaluation 3  

Level 4 Coherent response, leading to informed and balanced conclusion,  perhaps 

justifying the view that the impact will vary across different economic sectors 

6-8 

Level 3 Some commentary, perhaps identifying which Chinese companies would face 

opportunities and which threats; perhaps considering macroeconomic impact too 

4-5 

Level 2 Some application of this to China e.g. referring to Evidence A and B: perhaps 

diagram(s) with AD shifting out in short-term ; AS in long-term; or PPF  

2-3 

Level 1 Some understanding of  terms e.g. increased demand, construction industry, 

upward pressure on wages, multiplier effect 

1 

 

Q.8 Evaluate the decision of tobacco firms to concentrate their sales effort on 

developing countries such as Nigeria.   

Mark 

 Knowledge 1, Application 1, Analysis 3, Evaluation 3  

Level 4 Balanced conclusion,  perhaps looking at decision from the point of view of 

different stakeholders 

10 

Level 3 Some commentary, perhaps in terms of lack of real alternatives for tobacco 

companies so low opportunity cost  

3-5 

Level 2 Some application of this to tobacco companies, e.g. referring to Evidence C and D 

and/or Supply/Demand diagram  

2 

Level 1 Some understanding e.g. of key ideas such as declining growth in domestic 

markets, reduction of trade barriers 

1 

 

*Q. 9 Evaluate the costs and benefits of trade liberalisation.   Mark 

 Knowledge 2, Application 2, Analysis 3, Evaluation 8  

Level 4 Coherent and balanced response for high score: perhaps comparing short-term and 

long-term outcomes; looking at winners and losers; considering impact on culture 

and politics as well as economics; at higher end, with informed & personal views 

QWC – good-to-excellent spelling, precise and effective business/economics 

terminology, coherent and fluent response  

8-15 

Level 3 Some assessment e.g. increased competitiveness versus the information 

asymmetry leading to an inefficient market in tobacco sales  

QWC – reasonable-to-good spelling, business/economics terminology used quite 

well 

5-7 

Level 2 Some application e.g. reference to Evidence A or B or D 

QWC – reasonable spelling, limited amount of business / economics terminology 

3-4 

Level 1 Some understanding of  relevant terms e.g. trade liberalisation, tariffs, quotas, 

informal obstruction, WTO  QWC – frequent errors in spelling, and/or weak 

style/structure  and/or poor legibility 

1-2 
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Unit 3 – Sample paper 1  Suggested answers 

SECTION A:   4 questions, 35 marks    

You are advised to spend no more than 40 minutes on Section A – so you have roughly one mark per 

minute.   

1. Briefly analyse why Louis Vuitton has invested so heavily in China.  (6) 

Like most large companies, Louis Vuitton will be always seeking growth opportunities in order to 

increase its turnover and profits.  In the case of high-end, luxury brands such growth opportunities are 

difficult to find within an established domestic market without jeopardising brand value by moving 

down market.  Therefore, growth opportunities are more likely to be found in emerging markets.   

China is easily the biggest of such markets.  While most of the 80 million Chinese counted as „middle 

class‟ in Evidence A may not be able to afford Louis Vuitton prices, if only 10% can then this is still a 

vast market.  Even more important is the potential growth of this market by a factor of almost 10 by 

the year 2020.  Louis Vuitton needs to get established now in order to be well-positioned for the 

explosive growth in the number of seriously wealthy Chinese coming up on the horizon.  The 

combination of very high sales and very high profit margins is likely to generate a great return for 

Louis Vuitton‟s shareholders. 

2. Analyse two possible reasons for building bigger container ships.  (8) 

One reason is the consistent growth in international trade, which has averaged 4-5% per annum over 

many decades.  There is no sign of this process slowing down – though the 2008-09 global recession 

did create a pause.  Therefore there is every prospect of even larger container ships being fully 

occupied with voyages into the foreseeable future.  Even if they are not always full at present, the 

extra capacity has to be available to cope with the likely year-on-year increase in demand. 

Secondly, the cost structure of shipping is such that the extra cargo is best carried in the same number 

of lager ships rather than simply more ships of the same size.  If one ship has double the dimensions 

of another, the larger ship will have four times the cross-section yet eight times the volume of the 

smaller ship.  The fuel needed to displace the water will be four times greater, yet the number of teu 

on board can be eight times greater.  In other words, the average cost per teu carried will be halved.  

These massive ships ply the seas between the world‟s major deep-water ports like Rotterdam, Los 

Angles and Singapore.  Of course, smaller ships are also required. Using a hub-and-spoke system, 

some of the teus will be unloaded onto smaller container vessels and transported to minor ports along 

the same seaboard. 

In conclusion, container ships are mimicking the development of aircraft in their pursuit of cost-

minimisation.  Very large carriers make the transcontinental journeys between hub airports (or 

seaports), followed by onward journeys by rail, road – or smaller airplane (or ship). 

3. Assess two possible problems associated with trading with China.  (9) 

One problem is the widespread theft of intellectual property.  This is a particular problem with high-

value, easily-copied items such as famous brand-name clothing, software, books and DVDs.  Of 
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course this is a global problem, but emerging economies typically have less efficient policing to catch 

the thieves – and may be less inclined to take the problem seriously as most of the property stolen will 

belong to foreign companies based in richer countries.  However, this is going to happen whether or 

not the firm in question seeks a legal market in China.  In the case of Louis Vuitton in Evidence A, it 

could be argued that by making the genuine article widely available this will remove one incentive for 

copying. Furthermore, Louis Vuitton‟s Chinese stakeholders will also have a commercial interest in 

reducing such behaviour. 

A second problem is the currency risk which is always present when trading across currency areas.  

The Chinese government has for many years kept the value of the yuan artificially low.  This has been 

achieved by selling yuan to buy American (and other) bonds.  Should this policy ever be abandoned, 

the yuan will rise in value.  While this will be good news for those selling into China, it will squeeze 

the profit margins of firms using China as a manufacturing base.  China is essentially a one-party 

dictatorship and this introduces a strong element of uncertainty into its future behaviour.  The 

exchange rate risk is but one part of the wider risk in dealing with a government that manipulates 

more than just its currency.   

However, these risks have to be balanced against the potential enormous gains of doing business with 

China.  The world‟s largest companies see it as a market which is too big to ignore.  

4. Evaluate the likely impact of the Chinese population’s increased purchasing power on 

multinationals. (12 includes assessment for Quality of Written Communication) 

China has, since the early 1980s, been growing its economy at a rate of roughly 10% per annum.  

Even in the global recession of 2008-09, this growth rate has only slightly dipped to nearer 9% per 

annum.  These increases in GDP feed through to similar-sized increases in purchasing power.  Some 

of the additional income is saved, and recycled by the banking sector into investment projects, while 

some is consumed. 

The combination of this stunning, sustained economic growth rate and the world‟s largest population 

of 1,300 million people means that „going to China‟ is the conventional wisdom for almost every 

multinational.  However, this same increase in purchasing power which makes China more attractive 

as a market also makes it slightly less attractive as a supplier.  Increased purchasing power reflects 

increased wage rates, which will diminish China‟s competitive advantage.  However, China is running 

such an enormous trade surplus at the moment that this inevitable rebalancing will be all to the good.  

Some multinationals will shift manufacturing away from the Chinese seaboard to even cheaper areas: 

Western China, Indonesia and sub-Saharan Africa. 

Additionally, multinationals have to make their case to the Chinese consumer – and indeed the 

Chinese government – on their merits.  The difficulty that Google has had in operating in a country 

whose government wishes to restrict the free flow of information is an indication that a growing 

China does not mean automatic riches for every multinational.  Instead, Google‟s Chinese-owned 

rival, Baidu, has become the market leader by adopting a more conciliatory approach to the 

authorities. 

Multinationals may well find it best to pursue joint ventures with Chinese companies.  While this 

entails sharing the profits, it means multinationals can tap into local marketing expertise – and also 

local knowledge as to how to deal with regional authorities and the national government.  However, 

one of the problems with these joint ventures is that the overseas multinational may well find that the 



14    

 

parent company of the Chinese partner is actually a competitor.  The danger is that the foreign 

multinational is useful for its expertise but will ultimately be discarded once it has served its purpose. 

In conclusion, while the increase in China‟s purchasing power has created unprecedented 

opportunities for foreign multinationals, not every opportunity will bear fruit.  Most multinationals 

will wish to avoid putting all their eggs in one basket and still aim for growth across a range of 

countries, thereby spreading both political and commercial risk.  The very size of the Chinese market 

gives its government considerable leverage over foreign companies – a fact they would do well to 

remember. 

SECTION B:   5 questions, 45 marks    

You are advised to spend about 50 minutes on Section B – so you have one mark per minute plus 5 

minutes reading time. 

5.  Explain why Apple would want to sell its products in multiple markets. (6) 

There are so many straightforward commercial reasons for them to do so, many of them centred round 

the concept of economies of scale.  Suppose, for example, the iPad cost $100 million to develop.  If it 

sold just 5 million products in the USA, then that would be a $20 development cost per computer.  

But if it could sell 50 million units worldwide, then the average development cost falls to just $2.  

That‟s an extra $18 profit on every unit sold – and of course ten times as many have been sold in total.  

Profits might go up by a factor of twenty. 

Companies like Apple need a constant stream of high technology, innovative products.  These are 

inevitably expensive to develop, and indeed to market.  The large amounts of cash generated by the 

most successful products fund the research program – and help pay for the less successful products of 

which there will inevitably be some.  Indeed, it is probably true to say that a company that generates 

new products at the rate which Apple is doing would not be possible unless it was achieving the sales 

levels made possible by selling into multiple markets. 

In conclusion, Apple will always want to sell successful products in multiple markets although it 

makes sense to trial new products in one country first.   

6. Analyse two possible reasons for Apple outsourcing its manufacturing to a company 

based in China.   (6) 

The obvious reason is wage rates.  Even after their 66% wage increase (see Evidence B), workers in 

the Chinese factory are still being paid less than 10% of what Apple would have to pay equivalent 

American staff.  Given that there is no reason to think that the quality will be any less, there is very 

little reason not to do so.  The product will take longer to ship to US markets – but then an increasing 

proportion of their overall market will be in the Far East anyway.  For example, we read in Evidence 

A that Japan was one of the first countries to receive the iPad. 

Outsourcing production also gives Apple a degree of protection from criticism.  If workers put in 

excessively long hours, then Apple is less likely to be criticised for this than if they owned the 

factories directly.  However, human rights campaigners have been quite successful in shifting 

responsibility down the supply chain.  Evidence B refers to the manufacturing facility as the „iPhone 

factory‟ – not the „Foxconn factory.‟  It may not be a public relations problem for Apple if the 

workers are poorly paid – but it does become a problem for them if the workers start committing 

suicide. 
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In conclusion, there has to be a compelling case for retaining manufacturing in a high-cost, developed 

country.  In the case of Apple, whose core competence has always been design, no such case exists. 

7. Assess the likely impact on Chinese companies of increased foreign investment in China.  

(8) 

The likely impact is almost entirely positive. Foreign direct investment projects will need a host of 

local services – many types of labour (though some highly-skilled workers may be recruited outside 

the country), and everything from estate agents and landlords, to construction companies and 

stationery supplies.  Additionally, they may well need a local company with which to form a joint 

venture.  And if there is ever a dispute between the two companies then the legal system is more 

likely to favour the local firm. 

Additionally, much foreign investment will simply be financial investment in the form of share capital 

or loan capital directed at local companies.  The successful small Chinese company looking for a 

venture capital partner to fund expansion is just as likely to find one flying over from the US as it is 

among the local Chinese community. 

But in some cases increased foreign investment may provide direct competition to local companies.  

For example, China has many automobile manufacturers not far from their start-up phase, and they 

may not welcome the car plants set up by failing US companies as they seek to reduce costs by 

shifting manufacturing from the US to China and also gain a toehold in the Chinese market. 

8. Evaluate the decision of tobacco firms to concentrate their sales effort on developing 

countries such as Nigeria.   (10) 

Sales of tobacco have come under increasing pressure in Western countries due to the shortened life 

expectancy associated with its consumption.  For example, Evidence C shows the severity of the 

situation from the perspective of a tobacco company with sales in Sweden falling by half in the 16 

years to 2007.  Tobacco companies are faced with few strategic options.  Diversification into non-

tobacco products is one such option but the danger here is that, if the tobacco companies ever lose a 

really serious legal case in the US, then the other businesses might be pulled down with them. 

Faced with these dilemmas, expansion into emerging countries is the only remaining option – not just 

to grow, but even to remain at their current size.  Emerging countries will typically have fewer laws 

restricting the sale of tobacco and those laws will be less effectively enforced.  Finally, the size of any 

damages (if awarded) is likely to be considerably lower. 

However, Evidence D indicates that even this strategy is not without its risks, with the Nigerian 

government claiming an amount which is a „significant proportion of its budget.  Whether this is a 

serious attempt to get money out of the tobacco companies is difficult to say: perhaps individuals 

within the judiciary or other government departments are hoping to be bought off.  Nonetheless, it 

makes clear that legal risk for tobacco companies is not just associated with Western countries. 

In conclusion, from the perspective of tobacco companies, their decision to focus on developing 

countries is probably the correct one.  For those concerned with the public health outcomes associated 

with smoking, the move will be viewed as a cynical attempt to evade proper regulation of their 

extremely dangerous activities by seeking markets where the proper mechanisms for holding them to 

account are either completely absent or ineffective.     
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9. Evaluate the costs and benefits of trade liberalisation.  (15 includes assessment for Quality 

of Written Communication)  

Trade liberalisation describes the process of removing barriers to international trade.  This might 

entail the lowering of tariffs, by negotiations conducted under the auspices of the World Trade 

Organisation (WTO).  Equally, the WTO provides a mechanism for resolving trade disputes and 

thereby freeing up trade.  Further, the cost barrier to international trade has fallen as containerisation 

has vastly reduced transport costs.  At a different level, the collapse in international telecom prices 

and the widespread adoption of broadband internet has opened up whole new markets to international 

competition.  For example, one school in London has recently been giving help to its weaker Maths 

students by giving them one-on-one tuition over the Internet with tutors from India. 

It will be apparent from this that there are vast benefits to be had from international trade.  As markets 

become more competitive, so prices fall to the benefit of consumers.  Equally, business tends to flow 

to the cheapest, lowest-wage countries.  While this creates losers – for example the UK-based Maths 

tutors who might otherwise have got the work – it also reduces inequality across the globe by raising 

wage levels in the poorest countries as demand for their services increases.  We read this in Evidence 

B, where Chinese workers in one main factory received an unprecedented 66% pay increase. 

That this process is not without its costs is also plain from the same piece of Evidence: apparently 

excessive work hours have led to a spate of suicides.  But it must not be forgotten that the alternative 

of back-breaking work on peasant farms is even less attractive – which is why the workers have 

moved into factories in the first place.  As one economist has noted, “the problem with the Third 

World is not that it has too many sweat shops, but that it has too few.”  The point being made is not 

that sweat shops are pleasant places to work – but that they are better than the current alternatives and 

are a stage on the path of economic development, which will in time lead on to something much 

better. 

However, Evidence D illustrates one cost of trade liberalisation – the increasing spread of disease.  As 

international trade becomes easier and cheaper, so everything travels more freely.  This includes 

addictive and destructive habits such as smoking, but also global flu pandemics.  Any disease that 

relies on human-to-human transmission cannot travel any faster than those humans. In pre-industrial 

societies, this means at walking pace.  In our society it means at the speed of a plane. 

Finally we should note that the benefits of trade liberalisation are not just economic: ideas travel too.  

Autocratic and dictatorial regimes normally rely on the isolation of their population from the wider 

world: North Korea is a case in point.  Even in China, access to a vast range of websites is blocked. 

The more people travel and trade, the more this isolation is broken down – and this may lead to 

benefits of a political and social nature. These are valuable in themselves - and may also generate yet 

further economic growth.  

 


