WEEKLY REVIEW – 19th September 2005.
UK House Prices Slowing

The three months to the end of July saw a price growth of only 5% in house prices when compared with the same period a year earlier. All of the UK saw a slowdown in house price growth during July, except Northern Ireland. 
 North/South divide 

In July, the average cost of a UK home was £186,207, up from £184,162 in June, according to the ODPM. (Mr Prescott’s Office) House price growth across England was 3.1% in July, compared with June's 4.1%. Scotland saw a decline to 12% from 14%, while Wales experienced a drop to 7.6% from 10.8%. Prices in Northern Ireland rose to 15.9% from June's 14.2%. 

	


The level of house price growth fell in all English regions except the West Midlands between June and July. England's northern regions were still those posting the highest level of house price inflation, with the North West up 7.3% in July, Yorkshire and Humber up 7.1%, and the North East 6.5% higher – so they are still playing ‘catch-up’ as their southern equivalents cool off more quickly. July's growth rate in the West Midlands was 5.7%, compared with 3.4% in the East Midlands, 3.1% in the East, 1.5% in the South West, 1.3% in the South East 1.3% and 0.9% in London. London still has the most expensive properties in the whole of the UK, with the average price of a property in the capital now standing at £270,285. The cheapest properties are to be found in the North East of England, where the average price is £134,034. 
Questions

1. Why are housing costs and interest rates so closely linked in the United Kingdom?

2. What might be the ‘economic affects’ of a continued ‘north-south’ divide in house prices?

3. How might both central and local government try to help (a) first time buyers and (b) those trying to move house from one region to another?

4. In what ways might this slowdown in house prices begin to impact on other parts of the UK economy?
EU News

EU closer to Premier League move  

At the very top it is obvious that football is big business. Some of our top clubs have huge global appeal and they use this to drive up their rewards from televised matches. At present Sky controls the sole right to show live Premier League games and this has not pleased the European Commission and they are now giving serious thought as to whether they should act to end the Premier League's exclusive live broadcast contract with Sky. At present Sky has the sole right to air live Premier League games, but the Commission wants to open this up to rival broadcasters from 2007. If the Commission decided against a sole right then they have the power to impose a penalty of as much as 10% of a company's annual turnover.
 Premier League v European Commission – the case to -date
2001 - EC probe into sale of Premier League media rights

2002 - EU charges league with breaking competition law

August 2003 - Sky wins four tiered live rights packages

August 2003 - EC unhappy and says League has 'serious questions' to answer

2005 - EC expresses its concerns about distribution of rights in 2007 

The European Commission has long called for the Premier League to open up live games to more than one broadcaster. Sky has said that it is solely a matter for the Premier League and the European Commission. Cable broadcaster NTL also has been calling for live Premier League coverage - which is worth millions of pounds a year - to be opened up. "Two 50% packages would be the only way that we would be able to bid for the rights," said an NTL spokeswoman. 

Is there a case for a theoretical exemption?
The Premier League has so far agreed to make a limited number of live games available to broadcasters other than Sky. Once the Commission has published its statement of objections, the Premier League will have the opportunity to respond, and can ask for a closed hearing on the matter. The Commission could choose to exempt the Premier League from antitrust rules, but it must first decide there is a good reason to do so, such as a benefit to fans. Premier League clubs have long argued that Sky's single contract guarantees the payments they need to continue to pay high players' wages. The clubs fear that sharing out the live coverage could see a reduction in broadcasting revenues and start the process of ending the ‘cash cow’ that football has become.

Questions
1. What reasons might The European Commission use to support a decision that ended the sole right of Sky to broadcast live Premiership games?
2. How might Sky mount its defence against the charge that the market for this lucrative form of football should be ‘more open’ to competition?

3. In what ways might the end of the sole rights that were awarded to Sky impact on the Premiership clubs?
4. With the countries such as China and India now showing huge growth in their appetite for football and its associated merchandise suggest ways in which ‘soccer’ could grow its sales revenue in a ‘global’ context. 
EU Country Profiles

Some more details on the new entrants – this time they are on the small island countries who joined the EU in May 2005.

Cyprus

Economic summary: 

GDP/PPP: Greek Cypriot area (2003 est.): $8.9 billion; $16,000 per capita; Turkish Cypriot area (2003 est.): $1.217 billion; $5,600 per capita. Real growth rate: Greek Cypriot area: 1.6%; Turkish Cypriot area: 2.6%. Inflation: Greek Cypriot area: 4%; Turkish Cypriot area: 12.6%. Unemployment: Greek Cypriot area: 3.4% (2002 est.); Turkish Cypriot area: 5.6%. Arable land: 11%. Agriculture: potatoes, citrus, vegetables, barley, grapes, olives, vegetables. Labour force (2000): Greek Cypriot area: 306,000; Turkish Cypriot area: 95,025 (2000); Greek Cypriot area: services 73%, industry 22%, agriculture 5% (2000); Turkish Cypriot area: services 56.4%, industry 22.8%, and agriculture 20.8% (1998). Industries: food, beverages, textiles, chemicals, metal products, tourism, wood products. Natural resources: copper, pyrites, asbestos, gypsum, timber, salt, marble, clay earth pigment. Exports: Greek Cypriot area: $1.054 billion (f.o.b., 2003 est.): citrus, potatoes, pharmaceuticals, cement, clothing and cigarettes; Turkish Cypriot area: $46 million (f.o.b., 2003 est.): citrus, potatoes, textiles. Imports: Greek Cypriot area: $4.637 billion (f.o.b., 2003 est.): consumer goods, petroleum and lubricants, intermediate goods, machinery, transport equipment; Turkish Cypriot area: $301 million (f.o.b., 2003 est.): food, minerals, chemicals, machinery. Major trading partners: UK, Greece, UAE, France, Russia, Germany, Italy, South Korea, Japan.

Communications: Telephones: main lines in use: Greek Cypriot area: 405,000 (1998); Turkish Cypriot area: 83,162 (1998); mobile cellular: Greek Cypriot area: 68,000 (1998); Turkish Cypriot area: 70,000 (1999). Radio broadcast stations: Greek Cypriot area: AM 7, FM 60, shortwave 1 (1998); Turkish Cypriot area: AM 3, FM 11, shortwave 1 (1998). Radios: Greek Cypriot area: 310,000 (1997); Turkish Cypriot area: 56,450 (1994). Television broadcast stations: Greek Cypriot area: 4 (plus 225 low-power repeaters); Turkish Cypriot area: 4 (plus 5 repeaters) (Sept. 1995). Televisions: Greek Cypriot area: 248,000 (1997); Turkish Cypriot area: 52,300 (1994). Internet Service Providers (ISPs): 6 (2000). Internet users: 150,000 (2002).

Transportation: Railways: 0 km. Highways: total: Greek Cypriot area: 11,141 km; Turkish Cypriot area: 2,350 km; paved: Greek Cypriot area: 6,428 km; Turkish Cypriot area: 1,370 km; unpaved: Greek Cypriot area: 4,713 km (2000); Turkish Cypriot area: 980 km (1996). Ports and harbours: Famagusta, Kyrenia, Larnaca, Limassol, Paphos, Vasilikos. Airports: 16 (2002).

International disputes: hostilities in 1974 divided the island into two de facto autonomous areas, a Greek Cypriot area controlled by the internationally recognized Cypriot Government and a Turkish-Cypriot area, separated by a UN buffer zone; UN deadline on sides accepting a federation plan for reunification have expired. 

The island is divided by a thin buffer zone occupied by the United Nations Forces in Cyprus (UNFICYP), which since 1974 has separated the northern Turkish Cypriot sector from the southern Greek Cypriot sector. Agricultural products include cereal grains, olives, citrus, potatoes, and cotton; in addition, the Greek sector grows deciduous fruits and wine grapes, and the Turkish side grows tobacco, vegetables, and table grapes. Sheep, goats, poultry, hogs, and some cattle are raised. Fishing is an important industry in the Turkish sector, and the Greek side has a strong manufacturing economy (processed foods and beverages, paper, chemicals, textiles, metal products, and refined petroleum). Tourism is important for both areas but has been affected by political instability. Mineral resources include copper, pyrites, chrome, asbestos, and gypsum. Timber is also important. The Greek sector is considerably more prosperous than the Turkish side, which is heavily dependent on aid from Turkey.

Useful web sites

http://www.kypros.org/
Lots of information on Cyprus – the Greek section.

 News service

http://news.bbc.co.uk/1/hi/world/europe/country_profiles/1016541.stm
MALTA
An overview
GDP (2003): $4.85 billion.
Annual growth rate (2003): 1.6%.
Per capita income: $12,173.
Budget: Income.............. $1.32 Billion
Expenditure ... $1.76 Billion

Main Crops: Potatoes, cauliflowers, grapes, wheat, barley, tomatoes, citrus, cut flowers, green peppers; pork, milk, poultry, eggs.

Natural Resources:
 Limestone, salt.

Major Industries: Tourism; electronics, ship building and repair, construction; food and beverages, textiles, footwear, clothing, tobacco
Possessing few indigenous raw materials and a very small domestic market, Malta has based its economic development on the promotion of tourism, accounting for roughly 30% of GDP, and exports of manufactured goods, mainly semi-conductors, which account for some 75% of total Maltese exports. Since the beginning of the 1990s, expansion in these activities has been the principal engine for strong growth in the Maltese economy.

Tourist arrivals and foreign exchange earnings derived from tourism have steadily increased since the late 1970s. Following the September 11 attacks, the tourist industry has suffered some setbacks worldwide. Maltese tourist arrivals fell by a cumulative 7% during 2001 and 2002. At the same time, the bursting of the high tech bubble dampened exports and private investments.

Despite these adverse developments, the relatively flexible labour markets kept unemployment fairly steady at 7.2 (Labour Force Survey Jan - March 2004) Following a decline in GDP in 2001, a modest recovery began in 2002, with some improvements in the tourist sector in the second half of the year. Employment growth, however, remained weak.

The recent low economic growth coupled with corporate bond preference by the private sector has contributed to a weak demand for bank loans. Combined with the strong growth in deposits in the past couple of years, this has led to a rapid build up of liquidity in the banking system and pressures to reduce interest rates that are fully liberalized. The banking system remains highly concentrated with two of the four local banks accounting for about 90% of total loans and deposits.

The Maltese Government has pursued a policy of gradual economic liberalization, taking some steps to shift the emphasis in trade and financial policies from reliance on direct government intervention and control to policy regimes that allow a greater role for market mechanisms. Malta’s accession into the EU will mark the total dismantling of protective import levies on industrial products, increasing the outward orientation of the economy. Malta maintains a long-standing exchange rate peg to a basket of currencies Ð currently composed of the euro, pound sterling and dollar. The peg has delivered low inflation and served Malta well, especially during the period of liberalization.

The fiscal situation remains difficult despite some progress in consolidating public finances. The budget deficit was brought down from 10.7% of GDP in 1998 to 9.7% of GDP in 2003 (still high by EU standards), mainly through increases in tax rates and improved collection of taxes due. Current expenditures were reduced in the late 1990s but have crawled back up. The public sector wage bill and subsidies to public enterprises were mainly responsible for this increase. Substantial privatization proceeds have limited the increase in public debt, which grew from 24% of GDP in 1990 to almost 72.01% in 2003.

The Maltese Government is expected to shortly announce reforms to the pension and welfare system and reduce the public sector involvement in the economy as part of the medium- term fiscal consolidation plan. According to the Maltese government plans, the fiscal deficit is expected to go down to 3.5% of GDP by the end of 2005. Economic growth was 1.6% in 2003
Useful web sites

http://www.malta.co.uk/
General interest site

http://www.centralbankmalta.com/
Central Bank of Malta

http://www.gov.mt
The Government of Malta
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The international economy

Poor Countries and Trade

At the recent Gleneagles Summit of the G8 (held in Scotland in early July) the world’s largest economies discussed some very important topics concerning developing economies. This week we look at trade and the problems the poorest nations in the world face. 
The following charts and tables offer a useful resource for showing how trade moves between developed and developing economies. They may also assist you in provoking discussions within groups.
[image: image2.png]SumkrN

Growth of overall world trade 1950-2002

3 $6,000m

*s200m




[image: image3.png]Where trade grows, the economy follow:

Midale east*Ea iy





[image: image4.png]Of all world trade in 2002...

37% 0.6%

Top five Least
exporting. developed
Countries
i Population
it

L

i
ittt
it 646m i e 648m HHERE




[image: image5.png]Commodity prices keep falling...
— Food
— Hetals

Dependence on a single commodity (% of exports)





[image: image6.png]Subsidies tilt the balance...

Subsidies Aid
$305bn $50.6bn

Subsidies: The 30 richest ' 20 richest

countries’ support to their o dovelopment
Swn agricultural industrics  assistance o poor countries





[image: image7.png]Services - the new export...

o us 5

Developing countries





[image: image8.png]More than one
Number living on le

poverty
an$1 .y (mition)

East Asia Snu(h Asia Africa
m "1411
1
i1 fizer 997 11 ﬂ 241 1 11
111 1t LR NN
LTI
LTI

1950 2000 201511990 2000 2015 19¢





The major trade blocks of the world.

NAFTA

The United States has linked with Canada and Mexico to form a free trade zone, the North American Free Trade Agreement (NAFTA). The NAFTA agreement covers environmental and labour issues as well as trade and investment, but US unions and environmental groups argue that the safeguards are too weak. The USA hopes to expand the area to the rest of Latin America creating a Free Trade Area of the Americas (FTAA) by 2005, but key countries like Brazil are sceptical of its benefits. The US is separately signing free trade agreements with Chile and the five Central American countries of Honduras, Nicaragua, El Salvador, Panama, and Costa Rica. Meanwhile, the regional free trade pact called Mercosur, between Brazil, Argentina, Uruguay, and Paraguay, has been put under severe strain because of currency devaluation first by Brazil, then by Argentina

CAIRNS GROUP

Cairns group of agricultural exporting nations was formed in 1986 to lobby at the last round of world trade talks in order to free up trade in agricultural products. It is named after the town in Australia where the first meeting took place. Highly efficient agricultural producers, including those in both developed and developing countries, want to ensure that their products are not excluded from markets in Europe and Asia. Canada, Brazil and Argentina are other leading members. Recently key developing country members like Brazil, India and China appear to be working towards forming a separate negotiating group. 

APEC

The Asia-Pacific Economic Cooperation forum is a loose grouping of the countries bordering the Pacific Ocean who have pledged to facilitate free trade. Its 21 members range from China and Russia to the United States, Japan and Australia, and account for 45% of world trade. Progress on free trade initiatives was seriously dented by the 1997-98 Asian Crisis, which hurt the economies of the fast-growing newly industrialised countries like South Korea and Indonesia, and the SARS epidemic of 2003. But recently China suggested it would be interested in establishing a free-trade zone with the growing economies of South-east Asia. 

THE EUROPEAN UNION

The EU has become the most powerful trading bloc in the world with a GDP nearly as large as that of the United States. The creation of the euro as a single currency for 12 EU members has led to ever closer economic links, but currently its biggest economy, Germany, has gone into recession. The EU is also facing the prospect of integrating the 10 new members from the poorer regions of Eastern Europe, who joined in May 2004, into its economic system. The EU has found it difficult to shed its protectionist past based on the idea of self-sufficiency in agriculture which limits agricultural exports from the other countries, but will implement a major reform of its Common Agricultural Policy in January 2005. 
Some questions.

1. We hear a lot about ‘fair trade’ but what does it actually mean?

2. Why are countries seeking membership of trading blocks?

3. In what ways can aid be given to developing countries?

4. Over the last thirty years the continent of Africa has seen the average income of its citizen’s fall in real terms – why?
Some useful sites
International Affairs

www.etown.edu/vl
An excellent site which offers an extensive library on international affairs and many related links and basically allows you to operate in a ‘virtual’ world.

Fair Trade
 The following sites offer a range of opinions and data on this important topic in Economics. 

http://www.fairtradeexpo.org/ 

Fair trade Meeting, Cancun, 2003. ;
 http://www.globalexchange.org/campaigns/fairtrade/ 

 A pressure group campaigning for fair trade for developing economies – contains links to World Bank and IMF with analysis to their respective roles in fair trade 

 http://www.oxfam.org.uk/what_we_do/fairtrade/ 

 The respected site of this global NGO

http://www.guardian.co.uk/fairtrade/0%2C12458%2C794377%2C00.html 

Special report from The Guardian, a British based daily newspaper  
http://store.yahoo.com/fairtradeonline-uk/ 

Fair Trade on line – a site informing potential consumers of where they can buy fair trade items 

 http://www.foe.co.uk/campaigns/global_trade/issues/fair_trade_future/ 

 Friends of the Earth campaign for fair trade  
http://www.maketradefair.com/en/index.htm 

An informative site supporting fair trade
 http://www.fairtradefederation.com/ 

International Organisations
	The World Bank
	The World Bank

	International Monetary Fund
	IMF

	United Nations Development Programme
	UNDP

	United Nations Conference on Trade and Development
	UNCTAD

	United Nations Educational, Scientific and Cultural Organization
	UNESCO

	United Nations Children's Fund
	UNICEF

	The UN Refugee Agency
	UNHCR

	Food and Agriculture Organization of The United Nations
	FAO

	
	


Arms Spending

Preamble

In the aftermath of the New Orleans flooding some Americans have begun to wonder if their government has got its priorities right. The ‘Iraq’ question is back in the papers and chat shows and people are asking serious questions about how scarce resources are being spent by the world’s only real superpower.

At the same time dictators, military regimes and other questionable governments are looking for arms. But should developed countries sell arms to nations whose people live on a dollar a day? 

What’s your opinion?

A recent report (which referred to 2004) noted that for the sixth consecutive year spending on arms had risen. For the first time since the end of the Cold War the spending on arms topped 1 trillion dollars. The amount spent on aid during the same period was $78.6billion. 

The US was the largest spender on arms with a 12% year-on year increase in 2004 to US$ 455 billion. America’s spending on aid is now 4.1% of its arms expenditure, though to be fair private giving via various sources is always considerably more than the Federal Budget. 

In the run up to the G8 Summit Mr Blair has tried to persuade President Bush to support his 100% write of debt that would increase money stocks held within the continent of Africa by approximately US$ 20 billion. One has to cast doubt on the political will in the US to actually increase aid in real terms by the sums that some NGO’s are calling ( some want as much as US$ 50 billion annually).

It is interesting, though some may say depressing to look at the spending on arms of the richest members of the G8 club.

Country


Arms Spending 

Aid Spending

Canada



US$ 10.6bn


US$ 2.5bn

France



US$ 46.2bn


US$ 8.5bn

Germany


US$ 33.9bn


US$ 7.5bn

Italy



US$ 27.8bn


US$ 2.5bn

Japan



US$ 42.4bn


US$ 8.9bn

Russia



US$ 19.4bn


N/A

United Kingdom

               US$ 47.4bn


US$ 7.8bn

United States


US$ 455bn


US$ 19bn

From these seven powerful member countries come the world’s 10 biggest arms dealers and in 2004 they sold US$ 24bn worth of arms and half of this sum went to ‘developing countries’. A closer look, and this was conducted by the Congressional Research Service shows that in 2003 five members of the G8 – US, UK, France, Germany and Russia – were responsible for 89% of arms sales to ‘developing countries’. In the recent Commission for Africa Report it notes that ‘the cost of arms sales and the conflicts they help to sustain have a massive and disastrous effect on the possibility of sustained development.’ One has to wonder if the G8 members are serious in their intensions to address poverty in Africa if they continue to finance research in arms, offer export underwriting and subsidies to arms manufacturers.

It is disturbing to note that current arms’ spending is still not at the highest level it reached during the climax of the Cold War. It is still beneath its height of 1987-88 but it has risen considerably since 1998. The US and its ‘war on terror’ now spends nearly half of the total spent on arms and accounts for more than the next 32 biggest spenders. On current trends the US will top US$502bn by 2010. The main recipients of the arms will be China (Peoples’ Republic) and India. The south Asia region recorded the biggest increase in spending in 2003 and this was largely due to the 19% increase in arms spending recorded by India. 

UN Millennium Project - 2000

The recent meeting in New York of the world’s leaders pledged again to work towards the UN’s Millennium Goals. So, here they are and you may like to keep a watch on just how many are achieved.
http://www.un.org/millenniumgoals/
The official site of the UN Millennium Project 2000

Main Targets

1. Eradicate extreme poverty and hunger
Reduce by half the proportion of people living on less than a dollar a day

Reduce by half the proportion of people who suffer from hunger

2. Achieve universal primary education

Ensure that all boys and girls complete a full course of primary schooling

3. Promote gender equality and empower women
Eliminate gender disparity in primary and secondary education preferably by 2005, and at all levels by 2015

4. Reduce child mortality
Reduce by two thirds the mortality rate among children under five

5. Improve maternal health

Reduce by three quarters the maternal mortality ratio

6. Combat HIV/AIDS, malaria and other diseases
Halt and begin to reverse the spread of HIV/AIDS

 Halt and begin to reverse the incidence of malaria and other major diseases

7. Ensure environmental sustainability
Integrate the principles of sustainable development into country policies and programmes; reverse loss of environmental resources

Reduce by half the proportion of people without sustainable access to safe drinking water

8. Develop a global partnership for development
Develop further an open trading and financial system that is rule-based, predictable and non-discriminatory. Includes a commitment to good governance, development and poverty reduction—nationally and internationally

Address the least developed countries’ special needs. This includes tariff- and quota-free access for their exports; enhanced debt relief for heavily indebted poor countries; cancellation of official bilateral debt; and more generous official development assistance for countries committed to poverty reduction

Address the special needs of landlocked and small island developing States

Deal comprehensively with developing countries’ debt problems through national and international measures to make debt sustainable in the long term

In cooperation with the developing countries, develop decent and productive work for youth

In cooperation with pharmaceutical companies, provide access to affordable essential drugs in developing countries

In cooperation with the private sector, make available the benefits of new technologies—especially information and communications technologies

