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Trading and Environment 

Increasing trend of the value of global exports determines how international trade growth, with this high growth rate, the amount of production and technology during time series between 1800 to 2014 are also increased in order to express their domestic goods to other countries. Since we can export more than the past, it increases the gross domestic product as well. Different countries have different gross domestic growth level of export percentage. In ASEAN countries are heavily rely on export such as Vietnam and Cambodia which have 85.95% and 69.85% respectively of gross domestic goods as exported products in 2014. 

Global map showed flows of economy in more details in different types of finished goods that shipping along the world. As we are creating activities, it also released carbon dioxide is added to the atmosphere. It might not affect our everyday life dramatically, but it still accumulated in the air and affect right away. As we have seen from previous slide that most of ASEAN countries are export countries, and we can see in detail on figure 7.2 and 7.3 that ASEAN neighbors are firstly main partner of exporting as well as importing goods which we called intra industries. On the other hand, we have inward flows of foreign direct investment which is Extra-ASEAN becomes important factors in 2005-2018. The most activities that foreign investing in ASEAN countries are manufacturing, followed by financial and insurance activities because we have cheaper production and labor costs than their own country. Therefore, foreign investors decided to invest more in developing countries. 

As mentioned before that when we created more activities, it is not only achieving economic growth but also creating environmental problems. So, trade liberalization has positive impact in way that it created higher economic welfare due to higher real income and it access population’s preference for environmental quality. Different countries have different costs and resources. We have comparative advantage to produce in one country which has lower production cost or in country that has capital intensive in its abundant factor of production and then export to another country which has higher production cost or has intensive in its scarce factor of production as state of one of international trade policies, The Heckscher-Ohlin theorem. 

Next, we consider about the relationship between pollution and income per capita which is the environment Kuznets curve, indicated in U shape. Countries have to tradeoff between these two significant factors until level when people concern more about greenhouse gas emission because at the beginning of industrial development, it still releasing more pollution as income per capita increased. When we plotted the environment Kuznets curve in low income countries, we will see that the curve is steeper because the country does not have any adequate taxes or policies in order to control pollution emission. 

Trade and environment have scale effects such that when opening trade among countries, it creates bigger scale of economies. So, we released more pollution in environment. While effect of the composition effect on environment is still ambiguous because it depends on mixed of production and in terms of technique effects, trade liberalization can exchange production improvement or technology from countries to countries which generated more environmental quality. 

We still have conflict in resource curse. When group of people have power over population and received benefit from controlling source of natural resources or failed to used resources at its potential level. Moreover, another environmental problem, negative externalities occurs when private firms and consumers are producing and consuming greater than optimal level
and its productions release pollution to the atmosphere. The example of Transboundary pollution problem is ASEAN in Singapore. Even though Singapore might not create their pollution problem by itself. They have PM 2.5 as international problem affected from Indonesia production which is level of global pollution such that it emitted negative impact from every economic country, the particular country can not handle or solved it within country. The way we can protect environmental problem is to build country standard which can be different among countries or to set import tax in order to control carbon permission per production. 

Economics of Multinational Enterprises 

Economics of Multinational Enterprises is only the guidelines for the companies who want to invest or set their plant in other countries. While direct investment is cross-broader investment made by investors that planning to have some management power in that firm they invested which different from portfolio investment, investors should have lasting interest 
evidenced such that they own at least 10% of voting power of direct investment enterprise. There are many types of foreign direct investments which can separated based on company activities. Horizontal foreign direct investment are companies that producing same goods in one country and another country while vertical foreign direct investments are companies that trying to export product abroad. Foreign direct investment can invest on something with other domestic firms because local firms know much about how to contact with others in their own country or they might be merge with firm in order to be one company. Multinational enterprises will choose specific host country based on resources that country has and considered with production cost as well. When enterprises can invest more in one country, they can also sell their products in neighbor countries as well. For instance, Japan invest car manufacturer in Thailand can also sell in other ASEAN countries as well. Enterprises can attack more customers in new market as well as expand their production. 

According to Dunning’s OLI framework which separate benefit of foreign direct investment into three types of advantages. First, ownership advantages such as Starbucks are established their coffee shop in Thailand. As well-known coffee company, they have managing capability and specific knowledge in order to attack customers. Second, location advantages come when foreign enterprises can take advantage from government control, rule or regulation from being investors in other countries. For example, those countries have cheap factor prices or lower transportation resulting in incentives for investment. Lastly, international advantage occurs when foreign firm have to select which costs are minimized their expenses between exporting or expanding factory cost in other countries. 

Foreign direct investment also giving impact to host and home country in both positive and negative impact such that import will be decreased since foreign firms are now producing in home country as well as resource allocation and unemployment rate will be lower because of more production need more worker, but the income will be distributed. 

Next, we consider case study in Laos. Since foreign direct investment stocks are increasing overtimes. Approved level of investments does not match with actual investments is problems in Laos. The way they protect that problem is to welcome more countries to invest in their country in order to reduce risk from main investment and generate a lot of policy as well. After Laos becoming member of WTO, it also generates incentive to foreign investors to invested in country. There are two main motive of foreign investment in Laos which are natural resource-seeking foreign direct investment and marketing-seeking foreign direct investment.

 
