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‣ Governments often intervene to regulate trade


‣ Political motives


‣ Economic motives


‣ Cultural motives


‣ Promotion for trade


‣ Subsidies


‣ Export financing


‣ Foreign Trade Zones


‣ Special Government agencies


‣ Restrictions of trade


‣ Tariffs: export tariff; transit tariff; import tariff


‣ Quotas


‣ Embargoes


‣ Currency
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International Competition
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US-China Trade War
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WTO



‣ Gross Domestic Product (GDP) is the value of the finished domestic goods and services 
produced within a nation's borders.


‣ Gross National Product (GNP), or Gross National Income (GNI), is the value of all finished 
goods and services produced by a country's citizens, both domestically and abroad.


‣ GDP measures both the economy’s total income (earned by domestically- located factors of 
production such as labour, land and capital) and the economy’s total expenditure (on 
domestically-produced final goods and services).
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National Accounting

GNI=GNP=GDP+Factor Payments from Abroad-Factor Payments to Abroad



‣ Not-for-sale production


‣ Wellbeing of people


‣ Environmental impact


‣ Purchasing power


‣ …


‣ Still, GDP plays an important part 
in measuring the general economic 
performance for a country
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What GDP Can’t Measure



‣ One of the limitations of GDP or GNP is that the measure does not show the purchasing 
power of each unit of the currency in a country


‣ Purchasing Power: Value of goods and services that can be purchased with one unit of a country’s 
currency.


‣ Purchasing Power Parity: Relative ability of two countries’ currencies to buy the same “basket” of 
goods in those two countries.


‣ By the idea of purchasing power, we can also define nominal exchange rate and real 
exchange rate
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Purchasing Power Parity
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Purchasing Power Parity

The Big Mac index is a way of measuring Purchasing Power Parity (PPP) 
between different countries. By diverting the average national Big Mac 
prices to U.S. dollars, the same goods can be informally compared. The 
Big Mac can also be a good indicator for the individual purchasing power 
of an economy since it exists worldwide in a standard size, composition 
and quality.
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Purchasing Power Parity



‣ Adoption


‣ Partnerships


‣ Localization


‣ Development assistance


‣ Insurance


‣ Information gathering


‣ Lobbying
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Managing Political Risks
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Quiz Questions
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