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Abstract 

 

This master thesis analyses the impact of international trade on economic growth for 

emerging markets. Emerging markets are increasing their share in global GDP output and 

contribute a great share to total GDP growth in the last years. The exploratory case study 

provides an in-depth country analysis of Colombia, South Africa, and Vietnam. The research 

establishes a relationship between global cross-border trade of goods and services and the 

impact on economic development in these markets. It shows how these markets have 

benefitted from outward strategies, such as an increase in GDP growth, rise in national 

income and an overall reduction of poverty. Nonetheless, the thesis points further to adverse 

findings, such as the bankruptcy of uncompetitive business, price volatility and overall 

economic dependency on the international community. Through qualitative interviews with 

directors from the German Chamber of Commerce, the thesis extracts local insights about the 

domestic markets and identifies challenges and opportunities. The analysis considers the 

current US-China trade conflict and identifies the impact on the economies selected. 

 

KEYWORDS: international trade, free trade agreements, trade policies, economic growth, 

tariffs, international trade organization, emerging markets 
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Resumo  
 

Esta tese de mestrado analisa o impacto do comércio internacional sobre o crescimento 

econômico para os mercados emergentes. Os mercados emergentes estão aumentando sua 

participação na produção do PIB global e contribuir com uma grande parte para o crescimento 

do PIB total nos últimos anos. O estudo de caso exploratório fornece uma análise aprofundada 

do país em profundidade da Colômbia, África do Sul e Vietnã. A pesquisa estabelece uma 

relação entre o comércio transfronteiriço global de bens e serviços e o impacto no 

desenvolvimento económico destes mercados. Mostra como estes mercados beneficiaram de 

estratégias externas, tais como um aumento do crescimento do PIB, aumento do rendimento 

nacional e uma redução global da pobreza. No entanto, a tese aponta ainda para conclusões 

adversas, tais como a falência de empresas não competitivas, a volatilidade dos preços e a 

dependência económica global da comunidade internacional. Através de entrevistas 

qualitativas com diretores da Câmara de Comércio Alemã, fomos capazes de extrair insights 

locais sobre os mercados domésticos e obter uma compreensão profunda dos desafios e 

oportunidades. A análise considera o atual conflito comercial EUA-China e identifica o 

impacto sobre as economias selecionadas. 

PALAVRAS CHAVE: comércio internacional, acordos de livre comércio, políticas 

comerciais, crescimento econômico, tarifas, organização do comércio internacional, mercados 

emergentes            
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1. Introduction 

 

The global economy of the 21st century has experienced rapid advancements in the 

Information and Communication Technology (ICT). Globalization and international 

cross-border trade have fostered economic growth, spurred development, created 

employment and reduced poverty (WBG, 2019e). In the 1980’s and 1990’s, an 

increasing number of politicians worldwide opened their economies for international 

trade to benefit from economic growth and leverage on the comparative advantage 

(Greenaway, Morgan, & Wright, 1997). The end of the cold war and the collapse of the 

Soviet Union fueled the integration process of a global world economy. Trade barriers 

were lowered and cultural exchange enhanced (Getchell, 2019). The poor performance 

of international markets, especial during the Latin American debt crisis in 1982, 

motivated academics and policy makers to change their focus away from inward 

oriented policies towards outward oriented strategies (Edwards, 1993). Many leaders in 

emerging economies increasingly understood the importance of openness and 

implemented “development strategies based on market oriented reforms that included as 

a fundamental component the reduction of trade barriers and the opening of 

international trade to foreign competition” (Edwards, 1993, p. 1359).  In contrast, 

economies like Japan, South Korea, Taiwan, and China followed export-orientated 

strategies. International institutions, such as the International Monetary Fund (IMF) and 

the World Bank Group (WBG) fueled the opening process of economies. Even though 

they were founded subsequently to World War II, they gained significance during that 

time. These institutions argue that effective economic reforms boost the impact of trade 

liberalization inter alia. The underlying motivation is based on improved market 

conditions and enhanced allocation and accumulation of capital and goods to foster 

welfare gains. The world developed towards an international community which enabled 

free cross-border flow of goods, services, and capital.  

Trade liberalization has contributed to reduce poverty worldwide. International trade of 

goods and services created new employment opportunities for unskilled workers in 

developing countries, lifting them to the middle class (IMF, 2001; WBG, 2019e). 

According to WBG president’s Jim Yong Kim, “over the last 25 years, more than a 

billion people have lifted themselves out of extreme poverty, and the global poverty rate 
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is now lower than it has ever been in recorded history. This is one of the greatest human 

achievements of our time” (WBG, 2019b, p. 1). Further benefits of international trade, 

accompanied with a strategy and structural reforms, are greater access to goods and 

services, lower consumer prices and increased innovation and productivity.  

Additionally, “trade has helped increase the number and quality of jobs in developing 

countries, stimulated economic growth, and driven productivity increases” (WBG, 

2019d, p. 1). 

However, the global financial crises of 2008/2009 raised legitimate doubts about 

globalization (Huwart & Verdier, 2013). U.S. citizens and Europe’s population are 

increasingly concerned about “behind-the-door” negotiated Free Trade Agreements 

(FTA), globalization, respective rules and regulations and question the benefits of 

global integration. Citizens are anxious about respective labor regulations, the rule of 

law and environmental aspects. Fueled by the election of Mr. Trump as the 45th 

president of the USA, Brexit, and the rise of right-wing parties like AfD in Germany, 

Front National/National Rally in France and Lega Nord in Italy, the international 

community stands at a crossroad. Since World War II, the USA has been the major 

force in shaping the global trade system. Nonetheless, Mr. Trump is skeptical and 

questions the benefits of new FTAs for the USA. He implemented trade-restrictive 

policies to defend national interests, like tariffs on steel and aluminum products, more 

aggressive enforcement of U.S. trade laws, and blocking of “appointment of members to 

the appellate body and by refusing to engage in serious reform discussions” (Mildner, 

Ross, & Jansen, 2019). He withdrew from the Trans-Pacific Partnership (TTP) and 

renegotiated the terms and condition of the North American Free Trade Agreement 

(NAFTA) to derive more preferential terms for the USA (Donnan, 2018).  

Especially China is a major concern for the current U.S. administration. Mr. Trumps is 

worried about the increasing power, global presence and, in his view, unfair trade 

policies implemented by China. On August 23, 2019, Mr. Trump twittered, that he 

doesn’t “need China and, frankly, would be far better off without them” (Politi, Smith, 

& Greeley, 2019, p. 1). Following, he announced an increase from 25% to 30% of 

existing tariffs on Chinese goods and services worth USD 250 billion which escalated 

the trade conflict. The current U.S. trade deficit of USD 419.53 billion as of 2018 is a 

further argument for the U.S. to criticize China’s trade surpluses and “unfair” trade 
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practices. Due to his “America-First” ideology, protectionist policies and geopolitical 

ideas, the international community may expect a higher level of volatility, uncertainty, 

complexity, and ambiguity. The trade conflict between the two largest economies has an 

impact, direct and indirect, on the growth of emerging markets. Especially these 

economies are increasingly dependent on a smooth macroeconomic environment and 

positive outlook. The escalating trade conflict prevents certain markets to fully benefit 

from the benefits of globalization. Nonetheless, since trade is twofold, the conflict also 

creates beneficiaries. According to the United Nations Conference on Trade and 

Development (2019), Taiwan gained an estimated USD 4.2 billion in exporting office 

machinery and communication equipment to the US. Furthermore, Vietnam, which will 

be analyzed in more detail, gained approximately USD 2.6 billion by exporting 

furniture and communication equipment to the U.S. Mexico and the EU increased 

exports by USD 3.5 billion and USD 2.7 billion respectively (UNCTAD, 2019). The 

new economic reality forces politicians in emerging countries to adapt. They need to be 

prepared to take proper actions to equalize potential economic disadvantages. In 

particular, the topic of tariffs is extremely relevant for middle and low-income 

countries, since they mainly export raw materials or low value added products. 

In the academic literature, much has been done to investigate and understand the 

relationship between outward-oriented economic strategies and economic growth. Many 

scholars found a positive relationship between openness and economic growth (Bond, 

Jones, & Wang, 2005; Dollar, 1992; Edwards, 1993; Grossman & Helpman, 1991). 

Nevertheless, there are a number of authors that found no evidence or even a negative 

correlation (Rodríguez & Rodrik, 2000; Ulaşan, 2014).  

This ambivalence and twofold relationship is interesting, because economic growth and 

development is especially crucial for emerging countries. Developed countries need to 

play a fair game and practitioners need to negotiate at eyes level and equal terms with 

emerging markets. The purpose of this thesis is to explore the impact of international 

trade on economic growth for developing economies. The research question is 

What has been the impact of international trade  

on economic growth for emerging markets? 
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To narrow the scope, the thesis presents an exploratory case study based on a country 

analysis of Colombia, South Africa and Vietnam. The research objective is to identify 

market-oriented trade policies that fueled economic growth and to assess the extent to 

which international cross-border trade fosters economic growth. The research question 

requires an in-depth analysis of each market’s economic development to understand 

economic drivers. The research approach is based on three detailed country profile 

studies that investigate the past, present the status quo and provide information on the 

future. The argumentation goes, that liberalizing the domestic economy for international 

trade and adopting economic outward strategies does have a positive relationship on 

economic growth. Liberal trade policies maximize gains from trade, increase 

competitiveness, create jobs, and leverage on the comparative advantage. Nevertheless, 

the free flow of goods and services is two edged, yielding winners and losers as well as 

unequal distribution of respective gains.  

The structure of the thesis is as follows. In the first chapter, the historical evolvement of 

trade, institutions and initiatives is illustrated. Second, relevant theories by Adam Smith, 

David Ricardo and Joseph E. Stiglitz are presented. The thesis analyses existing 

literature to link international trade liberalization with economic development and point 

to positive as well as negative academic contributions. The third Chapter presents the 

methodology and research approach. Chapter 4 is the start of the case-based country 

analysis. First, the rising importance of emerging markets is discussed and reasons for 

selecting Colombia, South Africa and Vietnam provided. Subsequently, the thesis 

analyzes the development of these economies, by providing insights about the historical 

background, industrialization path, economic environment and fiscal as well as 

monetary policy. Further, the connection to international trade is conducted, presenting 

export and import statistics for each market. A qualitative interview followed by an 

analysis and summary completes the thesis.  

2. Theoretical Context and Literature Analysis 

 
Following, the thesis provides the theoretical context and literature review. The thesis 

provides a brief review of the history of globalization and international trade, followed 

by the classical theories established by Adam Smith, David Ricardo, and Joseph 
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Stiglitz. Thirdly, existing literature is analyzed and academic work that favors 

international trade for economic growth and work that questions the benefits presented. 

2.1. Historical Background 
 

During the 1950s, 1960s, and 1970s, a number of emerging economies adopted 

protectionist measures, so called Import-Substitution Industrialization policies to 

develop an infant industry for industrialization. This policy approach was especially 

popular among Latin American countries. The idea was based “on two fundamental 

premises: (1) a secular deterioration in the international price of raw materials and 

commodities would result, in the absence of industrialization in the least developed 

countries, in an ever-growing widening of the gap between rich and poor countries; and 

(2) in order to industrialize, the smaller countries required (temporary) assistance in the 

form of protection to the newly emerging manufacturing sector” (Edwards, 1993, p. 

1358). These ideas originate from the academic work of Raul Prebisch (1950) and Hans 

Singer (1950). Nonetheless, the debt crisis of 1982 and global economic slowdown 

motivated decision makers to change their strategy and open the markets. The term 

trade liberalization refers to the integration of the world economy and the reduction, 

optimally removal, of tariff and non-tariff barriers (IMF, 2001). The establishment of 

the General Agreement on Tariffs and Trade (GATT) in 1947 marks the starting point 

of an integrated world trading system. The GATT is a multilateral agreement signed in 

Geneva between 23 countries. Its aim was to reduce existing tariffs and harmful trade 

barriers (OECD, 2003). It is considered to be a framework for regular multilateral 

negotiations on liberalizing trade. Several rounds of multilateral trade liberalizations 

decreased and eliminated trade barriers and raised living standards worldwide (IMF, 

2001). In the 47 years of existence, the GATT established rules of international trade 

and spurred high growth rates in global commerce. However, it was a provisional 

organization and the latest round in Uruguay, lasting from 1986 to 1993, led to the 

foundation of the World Trade Organization (WTO). The WTO replaced the GATT on 

January 1, 1995 (WTO, 2019). In 1998, the multilateral trade system celebrated its 50th 

anniversary. In 2001, the Doha Round marked another milestone in the reform of the 

international trade system, eliminating trade barriers and establishing trade rules with an 

special focus on developing economies (WTO, 2019). Since the WTO foundation, the 
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organization increased its member base to 164 countries and represents 98% of 

international trade activities. In 2015, the organization celebrated its 20th anniversary.  

The IMF concludes, that most, but not all developing countries have gained from the 

integration and “in some, income have risen dramatically” (IMF, 2001, p. 1). Regional 

and international integration of developing countries have raised their importance. 

Especially Asia belongs to the top contributor in trade volume growth terms, increasing 

by 8% (WTO, 2018b). China and India proactively participate in global trade, 

implemented market-oriented reforms and embraced trade liberalization. However, the 

gains from international trade have not been distributed equally. Especially Latin 

America has benefitted less. The IMF also recognized, that the already poorest countries 

in the world have lost substantially share in global trade. Even though the merchandise 

output of the least-developed countries increased by 13%, it remains low and stagnated 

below 1% (WTO, 2018b). 

2.2. Classical Theories  

 
The most fundamental work of classical economics and international trade theory was 

established by Scottish economist and philosopher Adam Smith. During the industrial 

revolution, he published his book “The Wealth of Nations” in 1776. According to Smith 

(1776), 

“if a foreign country can supply us with a commodity cheaper than we ourselves can 

make it, better buy it off them with some part of the produce of our own industry, employed in a 

way in which we have some advantage. The general industry of the country, being always in 

proportion to the capital which employs it, will not thereby be diminished […] but only left to 

find the way it can be employed with the greatest advantage (Adam Smith, 1776, p. 350).  

His analysis follows, that there is a difference in costs of traded commodities between 

two countries because of differences in natural and acquired advantages. He concluded, 

“whether the advantages which one country has over another, be natural or acquired, 

is in this respect of no consequence. As long as one country has those advantages, and the other 

wants them, it will always be more advantageous for the latter, rather to buy of the former than 

to make” (Adam Smith, 1776. p. 351-352).  
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Consequently, Adam Smith introduced the concept of an absolute advantage and 

indicated the benefits of efficient resource allocation (Myint, 1977). Adam Smith 

further elaborated on the economic development of nations. He stated that: 

“by opening a more extensive market for whatever part of the produce of their labour  that 

may exceed the home consumption, it encourages them to improve its productive powers, and to 

augment its annual produce to the utmost and thereby to increase the real revenue and wealth 

of the society” (Adam Smith, 1776, p. 342).  

Adam Smith clearly favored free trade and competition. He argued that tariffs increase 

prices, making the poorest worst of. Moreover, he favored an environment with limited 

government intervention, that kept the market open and free (Adam Smith Institute, 

2019).  

In 1817, David Ricardo, a British economist, introduced the principle of comparative 

advantage in his much-cited book “Principles of Political Economy and Taxation”. His 

idea is based on the absolute advantage of Adam Smith. He argued that economies 

should specialize in the production of goods and services to gain from trade. In his 

chapter on foreign trade, the author stated: 

Under a system of perfectly free commerce, each country naturally devotes its capital 

and labour to such employments as are most beneficial to each. This pursuit of individual  

advantage is admirably connected with the universal good of the whole. By stimulating industry, 

by regarding ingenuity, and by using most efficaciously the peculiar powers bestowed by 

nature, it distributes labour most effectively and most economically, while, by increasing the 

general mass of productions, it diffuses general benefit, and binds together by one common tie 

of interest and intercourse, the universal society of nations throughout the civilised world. 

(Ricardo, 1821, p. 125) 

He presented the law of comparative advantage with a numerical example of trade 

between England and Portugal. Even though Portugal has an absolute advantage in the 

production of cloth and wine in terms of labor costs per unit, England has a comparative 

advantage in the cloth production. He emphasized that Portugal would be better off if it 

produces more wine than it can consume but trades it with England for clothes. 

Therefore, international trade enables countries to trade beyond their production 

possibility frontier and is considered to be beneficial in both ways.  
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In contrast to Adam Smith and David Ricardo stands Joseph Eugene Stiglitz. The 

American Economist questioned the benefits of free markets, due to existing 

asymmetric information in markets. He opposed the policy of “market fundamentalism” 

favored by the IMF and U.S. Treasury (Liberty Fund Inc., 2019). Stiglitz questioned the 

competitive equilibrium model and considered the principal agent theory as important 

(E. Stiglitz, 2001). He concluded that globalization only works for a minority and 

pointed to the role of the government in implementing rules and regulation that foster 

equal economic growth. In reference to developing countries, the Nobel Laureates 

stated that especially informational problems “impedes firm’s willingness to invest and 

undertake risks, thus slows down growth” (E. Stiglitz, 2001, p. 515). He emphasized, 

that the “IMF interventions, in which interest rates are raised to very high levels, 

discourage the use of debt, forcing firms to rely heavily on retained earnings” (E. 

Stiglitz, 2001, p. 515).  

2.3. Literature Analysis   
 

A number of academic scholars, economists, experts and policy makers have 

investigated the impact of international trade liberalization on economic growth. 

Following, an overview of existing literature on the topic is provided.  

In academics, four main channels have been identified through which trade 

liberalization has an impact economic growth. First, capital accumulation plays a crucial 

role as well as the equality of factor prices. The last two channels are related to the 

formation of human capital, knowledge, and technology transfers (Khan Jadoon, Abdur 

Rashid, & Azeem, 2015). Economists and academic scholar agree that outward oriented 

economies grew faster than their respective peers (Grossman & Helpman, 1991; 

Edwards, 1993). The analysis of traditional trade theory conducted in the previous 

chapter confirms and suggests that a country’s openness is beneficial through 

specialization, investments, productivity gains, and efficient allocation of available 

resources. To measure the trade openness, Dollar (1992) introduced an “index of real 

exchange-rate distortion” and an “index of real exchange-rate variability” for 117 

countries. These indices measure the outward orientation, because “outward orientation 

generally means a combination of two factors: first, the level of protection […] and 

second, there is relatively little variability in the real exchange rate, so that incentives 
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are consistent over time” (Dollar, 1992, p. 524). He emphasized that “outward 

orientation measure is highly correlated with per capita Gross Domestic Product (GDP) 

growth in a large sample of 95 developing countries” during the period of 1976 to 1985 

(Dollar, 1992, p. 540). He concluded, that “trade liberalization, devaluation of the real 

exchange rate and maintenance of a stable real exchange rate could dramatically 

improve economic growth performance in many poor countries” (Dollar, 1992, p. 540).  

Bond et al. (2005) conducted a dynamic general-equilibrium study for middle-income 

developing countries in East Asia and Latin America. The authors argued that 

production factors used to increase export activities in the stage of increasing returns of 

experience are available and enable small open economies to benefit from international 

trade liberalization. They emphasized that the development of a countries export sector 

“requires specialized labor services to manage and promote foreign sales” in the form of 

knowledge (Bond et al., 2005, p. 2). It enabled an economy to foster wage and output 

growth. The link to Ricardo’s comparative advantage can be drawn at this point. Trade 

liberalization enables countries who participate in international production to shift its 

focus from labor-intensive goods to service-intensive activities. This shift is described 

by the authors as a dynamic evolution of the comparative advantage. Nonetheless, the 

authors also anticipated negative aspects. The reduction of trade barriers reduces wages 

in the short-term to facilitate exports. Once knowledge has been obtained, the service 

industry starts to evolve and wages rise again (Bond et al., 2005). 

Chang et al. (2009) studied the effect of trade openness and economic growth in the 

light of complementary reforms. They applied a non-linear growth regression and 

proxies of openness with structural indicators, such as investment in education, financial 

system depth, inflation stabilization, etc. that helps a country to take advantage of 

international competition. They concluded that complementary reforms enhance the 

growth effect of openness significantly (Chang et al., 2009). This supports the argument 

by international institutions that constantly require economic reforms for financial aid. 

More recently, Tahir & Azid (2015) found a positive relationship between trade 

openness and economic growth. They concluded that it is statistically significant for 

developing markets. 

Moreover, a number of scholars established the positive correlation between 

international trade liberalization and accumulation of knowledge and technology. 
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Especially technologic advancements and spillover effects are an enhancing component 

for the development of emerging markets (Barro & Sala-i-Martin, 1997; Baldwin, 

Braconier, & Forslid, 2005; Almeida, 2006). However, a country´s ability to leverage 

and absorb technology advancements is influenced by the present education system as 

well as the R&D capacity (Fagerberg, 1994; Verspagen, 1991). Aghion, Howitt, & 

Mayer-Foulkes (2005) found that financially constraint economies, so most developing 

countries, face greater challenges with technology adaption. Lastly, Haltiwanger (2011) 

and McMillan & Verduzco (1986) addressed the national government environment. 

Thus,  developing countries experience difficulties to leverage on the full advantage of 

technology transfers, since they have a low level of human development and R&D 

activities, poor financial and political institutions (Zahonogo, 2016). 

More recent literature supports the argument that trade liberalization fosters economic 

growth. For instance, Aksoy&Salinas (2006) conducted a descriptive study to show the 

impact on growth before and after trade liberalization for a sample of countries. To 

avoid a measure for trade openness, they used within-country estimations to establish 

the link between trade liberalization and economic growth. To increase objectivity, they 

excluded major exogenous factors, corrected “methodological deficiencies in existing 

event studies” and neglected markets which are transitioning from socialism, are 

involved in conflicts and depend on only one natural resource (Aksoy & Salinas, 2006, 

p. 4). They showed the evolution of average growth of GDP per capita for selected 

developing countries 12 years before and 9 years after respective structural trade 

reforms. The authors concluded “that trade liberalization indeed has been followed by 

improved economic performance and a significant increase in economic growth” and 

noted that the estimated average increase in growth after trade liberalization varied 

between 1.2% and 2.6% (Aksoy & Salinas, 2006, p. 3). They further emphasized that 

especially small markets and Sub-Saharan African countries benefitted substantially 

(Aksoy & Salinas, 2006). 

Furthermore, Busse and Königer (2012) from the Hamburg Institute of International 

Economics (HWWI) established a causal relationship between GDP per capita growth 

and trade. In contrast to other authors, they considered the trade-to-GDP or “trade 

openness” ratio as not suitable for measuring the effect of trade on GDP growth. 

Instead, the authors employed a distinct trade variable which measures imports and 
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exports as a share of lagged total GDP. This trade measure avoids a potential bias when 

both volume of exports and imports and total GDP change simultaneously. They found 

“evidence that the expansion of trade, e.g., through its associated access to additional 

technologies, has a significant impact on income growth as well (Busse & Königer, 

2012, p. 18). In addition, they showed that both channels, trade and the expansion of 

trade, have an independent influence on GDP per capita growth” (Busse & Königer, 

2012, p. 18). In the context of emerging markets, they stated, that “trade has been found 

to be effective in fostering economic growth in developing countries” (Busse & 

Königer, 2012, p. 18). 

Most recently, Mr. Irwin (2019) also investigated the link between trade reform and 

economic growth. The “paper examines three strands of recent work on this issue: 

cross-country regressions focusing on within-country growth, synthetic control methods 

on specific reform episodes, and empirical country studies looking at the channels 

through which lower trade barriers may increase productivity” (Irwin, 2019, p. 1).  In 

line with the previously mentioned scholars, the author found evidence that trade 

reforms positively impact economic development on average. However, he anticipated 

that economic development is not heterogeneous across markets (Irwin, 2019).  

Following the analysis of scholars who identified a positive relationship between trade 

liberalization, economic growth, and respective factors, the thesis presents scholars that 

question the benefits or see a negative relationship between trade and growth.   

Benefits of greater trade liberalization are unequally distributed and vary according to 

economic development. According to Lucas (1988), there is a gap between the 

beneficial effects of economic growth for poor and rich nations. This argument is 

supported by Kim & Lin (2009). The authors conducted a cross-country analysis to 

study the effect of trade openness on economic growth. The threshold variable for 

economic development was the initial real income per capita. They found, that high-

income countries can leverage to a greater extent on openness than low-income 

countries can (Kim & Lin, 2009). They argued, that developing economies don’t 

leverage on the full effect of technology transfer because of poor human capital and/or 

financial institutions. In addition, less-developed economics might not benefit at all, 

because they are not capable of absorbing the technologies. Another study confirmed 

that growth and real income for the developed countries is positive, whereas both 
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indicators are significantly negative for emerging markets (Kim, 2011). This implies 

that greater international trade liberalization creates divergent economies. Similar to 

Chang et al. (2009), Kim (2011) emphasized that financial development, inflation, and 

trade openness influence the real effects of trade for economies.  

Ulaşan (2014) employed a panel data framework with various trade openness indicators 

such as current openness, real openness, collected import duties and fraction of open 

years. The article found no evidence that lower trade barriers or “trade openness by 

itself does or does not boost economic growth (Ulaşan, 2014, p. 166). In addition, 

Rodríguez & Rodrik (2000) investigated the relationship between lower policy-induced 

barriers to international trade and economic growth. They “argued that methodological 

problems with the empirical strategies employed in this literature leave the results open 

to diverse interpretations” (Rodríguez & Rodrik, 2000, p. 1). They reviewed part of the 

literature provided above, such as Dollar (1992) Edwards (1993). They criticized that 

the indicators of openness are weak parameter of trade barriers or that they are 

significantly related to other reasons of weak economic growth. They concluded there is 

little evidence “that open trade policies-in the sense of lower tariff and nontariff barriers 

to trade-are significantly associated with economic growth” (Rodríguez & Rodrik, 

2000, p. 1).  

3. Methodology 
 

The objective of the research question is to assess the extent to which international 

cross-border trade fosters economic growth for three emerging markets. To answer the 

research question, the thesis applies qualitative method for its analysis. The qualitative 

approach provides explanations to real world experiences in a systematic manner. It 

enables to gain deeper knowledge, understand the case and cut through complexity 

(Creswell, 2018).   

The choice of research method is largely based on three conditions. First, the nature of 

the research question is crucial. The thesis analyzes the “how” and “why” of 

international trade on economic development. Second, the research method depends on 

the “(b) extent of control a researcher has over actual behavioral events and (c) the 

degree of focus on the contemporary as opposed to entirely historical events” (Yin, 
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2014, p. 9). For a case study, it requires no control of the behavioral events and focus on 

contemporary events. Therefore, the case study approach is most optimal, because the 

research question seeks to explain and investigate the relationship between cross-border 

trade and economic growth on an explorative basis. Yin (2014) further stated, that if 

research questions are kind of “what” questions, the research approach is “a justifiable 

rationale for conduction an exploratory study, the goal being to develop pertinent 

hypothesis and propositions for further inquiry” (Yin, 2014, p. 16). According to Yin 

(2014), “a case study is an empirical inquiry that investigates ta contemporary 

phenomenon (the “case”) in depth and within its real-world context, especially when the 

boundaries between phenomenon and context may not be clearly evident” (Yin 2014, p. 

16). Such inquiry depends on various sources of evident. Consequently, the analysis 

gathers public information and data from internationally recognized institutions, such as 

the WBG, IMF and several other institutions. The analysis uses economic reports and 

extracted information from international media. Partially, the analysis covers multiple 

cases and applies a cross-case approach; since data is collected for each country and 

then compared. However, researchers have legitimate concerns about the case study 

approach. For instance, case studies appear to be sloppy, unsystematic and vague. They 

seem to impact the findings and conclusion ambiguously. Further, it seems implausible 

to generalize from a case study since they only consider a specific case. Therefore, the 

thesis is analyzing three different markets on three different continents to rebut this 

argument. Case study research is also considered to be a soft research approach.  

Following, Yin (2014) suggests five components of a research design that are essential 

for case studies. First, a research question needs to be established. As we have stated in 

the introduction, the research question is: “What has been the impact of international 

trade on economic growth for emerging markets?”. Second, a case study proposition 

needs to be noted. For the purpose of this thesis, the proposition is that international 

trade spurred economic growth in emerging markets, especially in Colombia, South 

Africa, and Vietnam. The objective is to show that market-oriented policies foster 

development. The third component is the unit of analysis. The respective unit for this 

thesis is the economic analysis. This analysis includes data for fiscal and monetary 

policy, followed by the international relations and a qualitative interview. As a fourth 

component, Yin (2014) suggests logically linking the data to the propositions and 

establishing a criteria for interpretation. This component is achieved, by gathering 



 
 

26 

 

information and data from multiple resources to show that international trade has a 

positive effect on economic growth. The thesis suggests, that the implementation of 

investor friendly reforms is, among other factors, a driver for economic development in 

emerging markets.  

In terms of the interviews, individual, unstructured and generally open-ended 

conversations with local directors of the German Chamber of Commerce were 

conducted, to elicit refreshing views and opinions on a real-world issue. The respective 

participants are familiar with the topic and purposefully selected to enhance 

understanding of the problem (Creswell, 2018). Prior to the interview, an E-Mail with a 

CV for introduction was sent, providing the participants with a short impression. 

Finally, three telephone interviews, each lasting approximately 30 – 45min were 

conducted. Followed by an introduction to the research problem, all participants were 

asked the same set of questions. Current topics as well as advantages and disadvantages 

of each emerging market were discussed. Second, the US-China trade conflict was 

addressed, assessing risks and opportunities. Third, all participants were asked about 

their perspective about the future. Fourth, the participants were required to provide an 

intensive evaluation about the impact of international trade on the economic growth. 

The goal was to identify government policies’ and initiatives. Lastly, each participant 

had to give a personal advice to the president.  

After data collection, it was analyzed, and information interpreted according to Creswell 

(2018). Raw data was organized and prepared for analysis. The analysis extracted 

relevant information, disregarded parts and narrowed the answers so that they match the 

themes of the study. A final consideration for qualititative research is validity and 

accuracy. Creswell (2018) suggests, checking for triangulation in data. The collected 

data was extracted from multiple resources, adding validity and objectivity (Creswell, 

2018). 

In sum, the qualitative research method, in particular the case study approach is most 

suitable for the research question on international trade and its impact on economic 

growth.  
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4. Country Analysis 

 
This chapter provides an analysis of the three economies to comprehend economic 

development, growth drivers and global importance. Colombia’s path towards an open 

economy is examined, the rise of South Africa illustrated, and the ascent of Vietnam 

studied. A general overview and historical background are provided, because the past 

has largely influenced today’s economic development. Then, the thesis analyzes the 

economic environment and illustrates government initiatives. Subsequently, the thesis 

establishes the link to international trade; indicates existing and intended FTAs and 

provides exports and imports statistics. This subchapter is followed by the qualitative 

interviews. Finally, an analysis is conducted followed by a summary.  

4.1. Rise of Developing Countries in International Trade 
 

Following since 1980, the GDP based on Purchasing Power Parity (PPP) as a 

percentage of world GDP has increased for emerging markets and developing countries 

(IMF, 2019). In 2007, this share was more than 50% for emerging countries than 

developed markets, emphasizing the rising role of these markets. Below, this 

development is depicted graphically, using data from the IMF.  

  

Figure 1: GDP based on PPP as percentage of World, Data retrieved and adapted from IMF (IMF, 2019) 
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The graph also indicates that in the nearby future, this development path will continue, 

and emerging markets will increase their share in world GDP.  

Interestingly, these economies also experienced higher growth rates compared to 

developed nations. The real annual percentage change in GDP growth of emerging 

countries has since 1989 outperformed that of developed markets. Exceptions can be 

found during the period of 1994 and 1998. This development is depicted below, using 

data from the IMF.  

  

Figure 2: Real GDP Growth, Data retrieved and adapted from IMF (IMF, 2019) 

4.2. Reason for Selection of Colombia, South Africa and 

Vietnam  
 

Now, reasons for the selection of Colombia, South Africa, and Vietnam are provided. 

First of all, it was important to select three economies from different continents in order 

to avoid regional causality and gain an enhanced understanding of various regional 

customs unions, intergovernmental alliances, and trade blocs. Colombia is interesting, 

because it is part of the Andean community, a free trade area. Founded in 1969 with the 

Cartagena Agreement as the Andean Pact, the long – term objective is to “promote the 

expansion of markets and guarantee an effective economic development to the region” 

(International Democracy Watch, 2019, p. 1). The country engages in the 

Comprehensive and Progressive Agreement for Trans-Pacific Partnership (CPTPP), 

-4

-2

0

2

4

6

8

10

1
9
8
0

1
9
8
5

1
9
9
0

1
9
9
5

2
0
0
0

2
0
0
5

2
0
1
0

2
0
1
5

2
0
2
0

Advanced economies

Emerging market and
developing

economies

World



 
 

29 

 

known as Trans-Pacific Partnership (TPP) 11 which entered into force on December 30, 

2018. The CPTPP evolved after the U.S. administration under Mr. Trump withdrew 

from the agreement. South Africa participates in several custom unions and trade blocs. 

The country actively participates in the Southern African Customs Union, the oldest 

existing custom union worldwide. South Africa is part of the free trade area of the 

Southern African Development Community as well as the African Union. All of these 

communities and unions follow a slightly different objective but have in common that 

they aim to improve the socio-economic development of member states. The choice of 

Vietnam is based on its strong involvement in the Association of Southeast Asian 

Nations (ASEAN) community as well as the CPTPP. The CPTPP represents 13.5% of 

the global economy which is equal to USD 10 trillion and 15% revenue in global trade. 

If production increases, Vietnam expects GDP growth of 3.5% by 2030 only due to 

CPTPP (Das, 2018). 

The second factor was the historical development. All three countries went through a 

challenging past, considering Colombia’s drug funded armed conflict, the Apartheid 

regime in South Africa, and the first and second Indochina War in Vietnam. These 

historical developments are different in nature, sequence of events, parties involved and 

respective timeframe, but, and that was important, had and still have a significant 

impact on each country until today.  

Third, the economic development, measured as the GDP in constant 2011 USD terms 

considering PPP, is similar between the three economies and has steadily risen over the 

past 30 years. Depicted below, GDP growth is shown. Even though the GDP values are 

not the same, the graph indicates equal economic growth for the three markets.  
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Figure 3: GDP Development, PPP (constant 2011 international $) Colombia, South Africa, Vietnam, Data retrieved 

and adapted from WBG (WBG, 2019c)1 

Fourth, the credit ratings provided by the global credit rating agencies, S&P, Moody’s 

and Fitch were considered. The rating has a direct impact on the borrowing costs since 

it indicates the financial performance of the borrower. A rating evaluates the ability of a 

country to pay back its debt and forecasts the likelihood of default. In the table provided 

below, the ratings including an outlook is provided.   

 

Table 1: Credit Rating Colombia, South Africa, Vietnam (Trading Economics, 2019a, 2019b, 2019c) 

The rating for Vietnam and South Africa are non-investment speculative grade, whereas 

for Colombia it is a lower medium investment grade. A long-term issue credit rating of 

BBB “exhibits adequate protection parameters. However, adverse economic conditions 

                                                                 
1 PPP GDP is gross domestic product converted to international dollars using purchasin g power parity rates. An 

international dollar has the same purchasin g power over GDP as the U.S. dollar has in the United States. 

GDP is the sum of gross value added by all resident producers in the economy plus any product taxes and 

minus any subsidies not  included in the value of the products. It  is calculated without making deduction s 

for depreciation of fabricated assets or for depletion and degradation of natural resources. Data are in 

constant 2011 international dollars. 
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or changing circumstances are more likely to weaken the obligor's capacity to meet its 

financial commitments on the obligation” (2019 Standard & Poor’s Financial Services 

LLC, 2019, p.1). In contrast, an “obligation rated BB is less vulnerable to nonpayment 

than other speculative issues” (2019 Standard & Poor’s Financial Services LLC, 2019, 

p. 1). The S&P ratings for Colombia and South Africa date back to 2017 and might not 

reflect the current economic environment adequately.  

Fifth, there is a similarity in terms of corruption. Corruption is a common phenomenon 

among emerging countries but is also a challenge in developed markets. According to 

Transparency International (2019), a global civil society organization, all three countries 

scored alike. South Africa achieved a score of 43, Colombia 36 and Vietnam 33 out of 

100. This indicates that corruption plays a significant role in these markets and prevents 

them to leverage on the positive impact of international trade. 

4.3. The Republic of Colombia 

4.3.1. Overview 

  

The Republic of Colombia is located in northern South America. It shares borders with 

Brazil, Ecuador, Panama, Peru, and Venezuela and comprises an area of 1,138,910 km2. 

It is a presidential republic and named after its founder Christopher Columbus. The 

country gained independence from Spain on July 20, 1810. The country is divided into 

32 departments and one capital district. Since August 7, 2018, President Ivan Duque 

Marquez from the Democratic Center Party governs Colombia. He is the successor of 

Juan Manuel Santos Calderón of the National Unity Party who governed the country 

from 2010 to 2018. In this function, Mr. Marquez acts as chief of state and head of 

government. The natural resources found in the country are petroleum, natural gas, coal, 

iron ore, nickel, gold, copper, emeralds, and hydropower (CIA, 2019a).  

As of 2018, the total population amounts to 49,648,658, up from 33,102,575 in 1990.2 

The annual population growth rate is steady and was 1.6% in 2000, 1.1% in 2010 and 

1.5% in 2018 (WBG, 2019a).3 Population density increased from 35.7 in 2000 to 44.7 

                                                                 
2 Total population is based on the de facto definition of population, which counts all residents regardless of 

legal status or citizenship. The values shown are midyear estimates.  
3 Population density is midyear population divided by land area in square kilometres. Population is based o n the 

de facto definition of population, which counts all residents regardless of legal status or citizenship --
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in 2018. The country’s population is relatively young with a median age of 30.4 years. 

Poverty remains a major challenge for the country despite significant improvements in 

the past. The country managed to decrease the poverty significantly, from 16.4% in 

2000 to 3.9% in 2018.4 The country increased the Gross National Income (GNI) per 

capita from 8,253 to 10,567 and reached 12,859, respectively for 2000, 2010, and 2018 

(WBG, 2019a).5 As a result of creating jobs and reducing informality through social 

initiatives, the authorities claimed to have lifted 3.2 million people out of monetary 

poverty and 1.4 million out of extreme monetary poverty (Ministry of Finance, 2017).  

  

Figure 4: GNI per capita in constant 2011 PPP international USD Terms Colombia, Data retrieved and adapted from 

WBG (WBG, 2019a) 

The WBG provides further indicators for the country that helps our analysis to measure 

the impact of trade liberalization for economic growth. The income share held by 20% 

lowest income group increased from 1.9% in 2000 to 4.1% in 2018. In addition, the 

GINI coefficient decreased constantly since 2010 and is estimated to be 49.7 in 2018. 

For the first time, that indicator is below 50, but still relatively high. Moreover, the life 

expectancy at birth rose to 75 in 2018, fostered by greater immunization rate from 88% 

in 2000 to 93% in 2018 (WBG, 2019a).  

                                                                                                                                                                                              
except for refugees not permanently settled in the country of asylum, who are generally considered part of 

the population of their country of origin. Land area is a country's total area, excludin g area under inland 

water bodies, national claims to continental shelf, and exclusiv e economic zones. In most cases the 

definition of inland water bodies includes major rivers and lakes.  
4 Poverty headcount ratio at $1.90 a day (2011 PPP) (% of population) 
5 GNI per capita, PPP (constant 2011 international $) 

7

8

9

10

11

12

13

14

1990 1995 2000 2005 2010 2015

T
h
o
u
sa

n
d

 

GNI per Capita Development 



 
 

33 

 

4.3.2. Historical Background 
 

In the past, the Colombia had to deal with an ongoing drug funded conflict between 

government forces, paramilitaries, and antigovernment groups. In 1964, the leftist 

National Liberation Army (ELN) and Maoist People's Liberation Army (EPL) were 

founded, followed by the emergence of the Revolutionary Armed Forces of Colombia 

(FARC) in 1966 and left-wing guerrilla group M-19 in 1971. To tackle drug trafficking, 

the President, by then Julio Turbay, started to take actions in 1978 and initiated a 

national war on drugs in 1984 (BBC, 2019). During the 1990s, the conflict between the 

FARC, the ELN, and the government escalated as they tried to seize. As an integral part 

of Nixon’s war on drugs, the USA launched together with President Andres Pastrana 

Arango the “Plan Colombia” in 2000 which included financial aid of USD 1 billion and 

coordinated military operations. In 2006, the far-right United Self-Defenders of 

Colombia (Autodefensas Unidas de Colombia) agreed to dismiss its paramilitary 

operations and dissolve the organization formally. Subsequently, militant groups were 

founded that challenged the government with violent attacks, shootings and hostages. In 

June 2016, the Colombian government and the FARC signed a historic peace agreement 

(CIA, 2019a). The draft was rejected by 50.2% of Colombians in October 2016. A 

revised version was signed on November 24, 2016 by Mr. Santos and Mr. Jiménez and 

subsequently ratified by Congress (Santos, Jiménez, 2016). Proactively initiated by 

President Juan Manuel Santos, the formal end of the conflict was the result of several 

years of intensive negotiation. Mr. Santos was awarded the Nobel peace prize “for his 

resolute efforts to bring the country's more than 50-year-long civil war to an end” in 

2016 (Malcangio, 2017, p 1.). The agreement implied the formation of a comprehensive 

system of truth, justice, reparation and non-repetition that acknowledged the rights of 

victims (Laing, 2018). To ensure the aspects on national level, “the Special Jurisdiction 

for Peace, the Commission for the Clarification of the Truth, Coexistence and Non-

Recurrence, and the Unit to Search for Missing Persons were established” (Laing, 2018, 

p. 1). According to the National Victims Registry (NVR, 2018), there were a total of 

8,650,169 victims. This number represents 17% of the country’s population and 

exemplifies the harmful consequences of the conflict (Alsema, 2018). However, the 

demobilization of the FARC has spurred the creation of a power vacuum and territorial 

disputes between armed groups (UNHCR, 2018). The implementation of the peace 
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agreement has caused major problems and uncertainty with respect to illegal activities 

such as drug trafficking and unauthorized mining. The government tries to increase its 

presence and the country “maintains relatively strong democratic institutions 

characterized by peaceful, transparent elections and the protection of civil liberties” 

(CIA, 2019, p. 1). 

Historically, the coffee and tobacco industry contributed most to Colombia’s economic 

output. The coffee boom fueled the economic development and, directly and indirectly, 

financed major infrastructure improvements in Colombia. The improvement of the 

railway network “reduced the cost of transportation and the cost of capital, and its 

construction also increased the demand for manufactures” (Paolera et. al., 2018, p. 18). 

The creation of the central bank in 1923 attracted additional international capital 

inflows. FDI increased manufacturing output and led to the diversification of the 

industry, partially smoothing the adverse effect of the great depression. Colombia 

actually grew at an average of 9% during the 1930s, due to “increasing coffee exports, a 

large depreciation of the exchange rate, protectionist policies and the improvement in 

transportation infrastructure set up in the 1920s, which paid off in the 1930s” (Paolera et 

al., 2018, p. 19). Like most Latin American country, the era after WWII was 

characterized by the import substitutions industrialization (ISI) programs. The 

government protected the development of infant manufacturing industry sectors, 

expanding the textile and other industries. The ISI strategy was characterized by “trade 

protectionism, subsidized and directed credit and tax exemptions” (Melendez & Perry, 

2010, p. 4). Policy makers also developed industrial banks and implemented an 

exchange rate devaluation system to overcome the volatility of foreign exchange. The 

manufacturing industry developed and transformed between 1955 and 1970s. The 

production of durables grew from 4.6% to 14%, manufacturing of intermediate goods 

went from 16% to 39% during that period. In the period after 1967, the country slowly 

but steadily started to export goods and diversify the economic sector (Paolera et al., 

2018). The Andean Community founded in 1969 promoted also the economic 

integration of Colombia. The government was able to leverage on the export revenue 

streams, reduced tariffs and removed quantitative export restrictions. Policy makers 

introduced a competitive exchange rate to foster export growth. By 1975, the economy 

went through a period of de-industrialization up until the Latin America debt crisis of 

1982. The debt crises started with the increase of interest rates in the USA and led to a 
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sudden stop of capital inflows. Even though Colombia did not default on its foreign debt 

like most economies in South America, the economy went through a difficult time. The 

1980s was a turning point for the country and motivated politicians and policy makers 

to shift the economic model. It followed a period of structural changes, such as labor 

and financial markets reforms, drastic trade liberalization and deregulation. During that 

period, “the scarcity of foreign exchange in the early 1980s demonstrated the need for a 

new development model, with less balance of payments constraints and with exchange 

rate stability” (Paolera et al., 2018, p. 33). During the 1990s, the industrial growth per 

year was 2%. Oil production increased and slowly replaced the coffee sector. The 

government established policies to foster productivity as well as competitiveness, 

increased privatization efforts and implemented free trade zones with reduced corporate 

tax rate of 15% (Melendez & Perry, 2010).   

Overall, Colombia’s economy is still very dependent upon commodities, such as coffee 

in the past and oil today. The ISI program fostered the industrialization process, which 

was further fueled by trade liberalization. Structural reforms promoted growth, but 

initial internal disadvantages hindered to some extent the industrialization process.  

4.3.3. Economic Environment 
 

According to the WBG (2019a), Colombia is classified as an upper middle-income 

country. The GDP in constant 2011 USD has increased from 255.85 billion in 1990 to 

333.416 billion in 2000. In 2010, the GDP amounted to 495.503 billion and finally 

increased to 661.96 billion in 2018.6 Real GDP grew annually by 2.9%, 4.3%, and 2.7% 

for 2000, 2010 and 2018 respectively.7  GDP growth in Colombia is mainly fueled by 

domestic demand, “growing at an average annual rate of 3.8% between 2012 and 2017” 

(WTO, 2018a, p. 18). The demand is the result of gross capital formation during the 

period from 2012 to 2014. In recent years, the economic growth dropped due low oil 

                                                                 
6 PPP GDP is gross domestic product converted to international dollars using purchasin g power parity rates. An 

international dollar has the same purchasin g power over GDP as the U.S. dollar has in the United States. 

GDP is the sum of gross value added by all resident producers in the economy plus any product taxes and 

minus any subsidies not included in the value of the products. It  is calculated without  making deduction s 

for depreciation of fabricated assets or for depletion and degradation of natural resources. Data are in 

constant 2011 international dollars. 
7 Annual percentage growth rate of GDP at market prices based on constant local currency. Aggre gates are 

based on constant 2010 U.S. dollars. GDP is the sum of gross value added by all resident producer s in the 

economy plus any product taxes and minus any subsidies not included in the value of the products. It  is 

calculated without making deduction s for depreciation of fabricated assets or for depletion and 

degradation of natural resources. 
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prices from 2014 to 2016 and the subsequent depreciation of the local currency, the 

Colombian peso. The oil prices for a barrel of West Texas Intermediate (WTI) fell more 

than 50% and plunged from USD 133.27 in June 2014 to USD 52.87 in January 2015 

and reached USD 36.54 by February 2016 (Macrotrends, 2019). This oil price shock 

was unique in its speed and duration. It had substantial consequences for the Colombian 

government since oil is the prime source of foreign exchange earnings and fiscal 

revenue. Moreover, investments in the mining and hydrocarbon sector dropped due to a 

fall in international commodity prices (WTO, 2018a).  

The country leveraged on further economic indicators besides GDP. For instance, the 

time required to start a business in Colombia has decreased to 11 days in 2018, down 

from 44 days in 2000. This helps foreign investors and companies to establish business 

operations and create jobs. As a consequence, the tax revenue as percentage of GDP 

increased over the period 2000 to 2017 from 11.22% to 15.20%. Mobile phone 

subscription almost exponential increased from 5.6 in 2000 to 126.81 in 2017. Alike, 

internet usage went up to 62.26% in 2017 (WBG, 2019a). 

In February 2017, the country introduced the medium-term macroeconomic program 

known as Colombia Repunta (“Colombia bounces back”) to respond to the structural 

shock of 2014. The program aimed to “revive investment, reduce exchange-rate 

volatility by maintaining a flexible exchange-rate regime, press ahead with 

infrastructure works and boost tax revenue” (WTO, 2018a, p. 15). To foster and 

promote private investments, the incentives of the Colombia Repunta included a full 

deduction of VAT on capital goods as well as a uniform 20% tax rate for free trading 

zones. The government introduced new tax incentives for hotels and power generation 

from renewable sources as well as tax deductions for new investments in hydrocarbons 

and mining. In addition, the program increased investments to support housing growth, 

education and to simplify the foreign-investment regime, eliminating duties on more 

than 3,400 tariff lines (WTO, 2018). 

In the future perspective, the country is expected to experience growth rates of 3% in 

2020 with a robust household demand, expending labor market and rather stable 

commodity prices. The oil price and recent slowdown of the U.S. economy, Colombia’s 

largest trading and investment partner, are the major challenges. For the period 2020 to 

2024, the Economist Intelligence Unit (EIU) (2019a) expects private consumption to 
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grow by 3.2% on average. The growing unemployment and COP depreciation might 

hurt consumer confidence, but in the medium term, better access to credit and higher 

real wages fuel economic growth. Further investments into infrastructure, agro-industry 

and tourism are anticipated by improvements in the business climate. Investment 

growth is expected to be on average 4.3% for the period 2020-24. The oil industry can 

benefit from an increase in Brent crude prices in comparison to the price levels of 2015-

2017 (Economist Intelligence Unit, 2019a).  

Below, a chart summarizes economic indicators for the future. 

 

Figure 5: Economic Indicators Colombia, Outlook (Economist Intelligence Unit, 2019a) 

4.3.3.1. Fiscal Policy 
 

The Ministerio de Hacienda y Credito Publico (Ministry of Finance and Public Credit) 

is responsible for fiscal policy in Colombia, codified in the provisions of Decree No. 

246 as of 2004. The government aimed at achieving a primary surplus, but in the wake 

of the oil crises in 2014 shifted its focus towards a balanced budget. The fiscal deficit 

increased from 2.3% of GDP in 2012 to 4% in 2016, due to an increase in government 

spending and decrease in tax revenue. Policy makers understood that they need to fuel 

revenue collection through a reduction of inefficiencies and fight against tax evasion. 

Hence, the National Tax and Customs Directorate was modernized and provided with 

more power to ensure effective and efficient tax collection. Income tax and VAT fraud 

became a criminal offence, implying a charge of up to nine years in prison. 

Additionally, the structural tax reform included a VAT increase from 16% to 19% and 

corporate tax rate decrease to 33% in 2019, 32% in 2020, and 31% in 2021. According 

% 2019 2020 (f) 2021 (f) 2022 (f) 2023 (f) 2024 (f)

GDP 3.1 3 3.2 3.1 3.4 3.1

Private consumption 3.6 3.2 3.1 3.4 3 3.2

Government consumption 3.7 3 3.8 3.5 4 4

Gross fixed investments 3.3 3.7 4.4 3.4 5.5 4.7

Exports of goods and services 1.8 2 2.2 3.1 4.1 1.8

Imports of goods and services 5.4 3.6 3.8 4.5 5.2 4.7

Domestic demand 3.5 3.3 3.5 3.4 3.7 3.6

Agriculture 3.9 4.2 4 4 4 4

Industry 3 3.2 3.8 3.8 3.8 3.8

Services 2.8 2.6 2.7 2.5 2.5 2.5

Economic Indicators 
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to the Ministry of Finance (2017), the tax reform increased tax revenue by 0.6% of GDP 

and positively influenced private investments (WTO, 2018a). 

The country implemented a fiscal rule in 2011 (Law No. 1473) that required the 

government to keep a fiscal deficit below 1% of GDP from 2022 onwards and allowed 

for “countercyclical policy when the expected GDP growth rate is at least two 

percentage points below the long-term rate” (WTO, 2018a, p. 20). In terms of tariffs, 

the country introduced a structural tariff reform and lowered the average tariff by 50% 

in order to increase national competitiveness and spur exports.  

In the future perspective, the fiscal position will gradually improve during the period 

2020 to 2024. The recent tax reforms and economic growth will decrease the 

government’s deficit from 2.5% in 2020 to 1.7% in 2024. The budget of 2020 

implements a 5% nominal increase of spending in the short-term. Even though the 

government is “legally allowed to sell 8.5% of shares in Ecopetrol – the state owned oil 

firm – as well as other strategic assets in which it owns a majority share, privatization 

efforts remain unclear and are not mentioned in budget” (EIU, 2019a, p. 6). The budget 

plan remains fairly optimistic and the government may be required to pass further fiscal 

reforms in 2020. The access to international capital markets is good and the country has 

a flexible IMF credit line of USD 11.5 billion until June 2020 (EIU, 2019a). 

4.3.3.2. Monetary Policy  
 

In terms of monetary policy, the country pursued an inflation targeting system to 

achieve a stable inflation rate with GDP growth close to its long-term potential. The 

Banco de la República de Colombia is responsible for supervising and publishing 

quantitative inflation targets with respect to the consumer variation index (WTO, 

2018a). In 1990, the inflation was 29.14%, went down to 9.22% in 2000 and reached 

3.24% in 2018. This is still slightly higher than in 2010 (2.27%) and during the period 

2012 to 2014, but it is considered to be a good sign for Colombian consumers (WBG, 

2019a).8 In September 2019, the inflation rate stood at 3.8% and the central bank targets 

an inflation rate of 2%-4% in the long run (EIU, 2019a). Below, the inflation is 

illustrated for period of 1990 to 2018.  

                                                                 
8 Inflation as measured by the consumer price index reflects the annual percentage change in the cost to the 

average consumer of acquirin g a basket of goods and services that may be fixed or changed at specified 

intervals, such as yearly. The Laspeyres formula is generally used. 
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Figure 6: Inflation, consumer prices (annual %) for Colombia, Data retrieved and adapted from WBG (WBG, 2019a) 

In terms of interest rate policy, the bank decreased the intervention rate to 3.25% during 

2012 to 2014, but then raised it again to 7.75% in August 2016. As of November 2017, 

the rate has been lowered to 4.75%, followed by another decrease in 2018 to 4.25%. In 

addition, the bank engages in buying and selling foreign currency (WTO, 2018a). In 

terms of its exchange rate policy, Colombia has implemented since September 1999 a 

floating exchange-rate regime. The “exchange rate regime, FX regulation and FX policy 

determine the resilience of the economy in the face of external shocks and allow for the 

possibility of countercyclical monetary policy responses” (Vargas, 2011, p. 1).  

Below, the development of the COP to USD is depicted over a period of 10 years. 
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Figure 7: COP to USD Chart (XE.com Inc., 2019a), accessed on 28.09.2019 

In the second half of 2020, the EIU (2019a) expects the Banco de la República de 

Colombia to lower the main policy interest rate by 50 basis points. This implies a 

moderate positive interest rate in real terms and should increase domestic credit by an 

annual average of 7.8% in 2020 to 2024. The pressure from tax reforms and COP 

depreciation in the July to September 2019 period leaves the inflation rate rather 

elevated. The COP will further depreciate in 2020. The current US-China trade conflict 

has an impact on the country, because investors are increasingly concerned about 

emerging markets and invest rather conservatively. Thus, currency remains volatile 

(EIU, 2019a).  

4.3.4. International Relations  
 

The country has a long history of international relations. The country is a founding 

member of the WTO and has an open investment regime, “seeking better market access 

conditions for its exports and the best suppliers for its imports while endeavoring to 

reduce its production costs” (WTO, 2018a, p. 10). New regional trade agreements for 

goods and services with Costa Rica, the Republic of Korea, the United States and the 

European Union emphasize the outward – oriented strategy. The Pacific Alliance 

framework fuels integration within the continent and enables economic growth. In 

addition, FTA with the countries of the European Free Trade Association (EFTA) spur 

economic activities (WTO, 2018a).  
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In the future perspective, the country maintains strong ties with its main trading 

partners, such as the U.S., Canada, South Korea and the EU. The Pacific Alliance is 

valuable to Colombia and the country intends to strengthen relations with Peru, Chile 

and Mexico and “priorities the development of relations between its existing members” 

(EIU, 2019a, p. 5). The relationship to the U.S. has improved, besides recent critiques 

by Mr. Trump on Colombia’s cocaine production. The EIU (2019a) expects that the 

U.S. maintains its aid for Colombia to ”finance forced crop substitution and coca 

eradication, as well as the implementation of the FARC peace deal” (EIU, 2019a, p. 5).  

Below, an overview of existing trade agreements is provided, emphasizing the country’s 

international trade liberalization. The thesis shows multilateral agreements, custom 

unions, FTAs and economic association agreements, stating the date of signature and 

date on which they went into force.  
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Table 2: International Relations Colombia (SICE, 2019) 

In the context of international trade, an analysis of Colombia’s export and import 

statistics is conducted.  

In 2017, the country exported goods and services worth USD 39.1 billion. According to 

the Observatory of Economic Complexity (2017), the main export products are crude 

petroleum (USD 11.1 billion), coal briquettes (USD 7.63 billion), coffee (USD 2.7 

billion), refined petroleum (USD 2.06 billion) and gold (USD 1.45 billion).9  The 

cluster “mineral products”, accounting for more than 55% of total exports, is comprised 

of petroleum oils, oils from bituminous minerals, crude account (28% / USD 11.1 
                                                                 
9 Using the 1992 revision of the HS (Harmonized System) classificat io n 

Agreement/Partner Date of Signature

WTO members 01.01.1995 

Agreement/Partner Date of Signature

Andean Community 26.05.1969

Agreement/Partners Date of Signature Date of Entry into Force

Pacific Alliance 28.04.2011 01.05.2016

Costa Rica 22.05.2013 01.08.2016

Republic of Korea 21.02.2013 15.07.2016

European Union 26.06 2012

European Free Trade Association (EFTA) 25.11.2008 01.07.2011

Canada 21.11.2008 15.08.2011

Northem Triangle (El Salvador, Guatemala and Honduras) 09.08.2007

Chile 27.11.2006 08.05.2009

United States of America 22.11.2006 15.05.2012

Mexico 13.06.1994

Agreement/Partners Date of Signature Date of Entry into Force

Venezuela 28.11.2011 19.10.2012

Colombia - Ecuador - Venezuela - MERCOSUR 18.10.2004

CARICOM 24.07.1994 01.01.1995

Panama 09.01.1994 18.01.1995

Nicaragua 02.01.1993

Costa Rica 02.03.1984

Agreement/Partner Date of Signature Date of Entry into Force

MERCOSUR 21.07.2017

Agreement/Partners Date of Signature

United Kingdom 15.05.2019

Israel 30.09.2013

Panama 20.09.2013

Multilateral Agreements

Trade Agreements signed, but not in force yet

Economic Association Agreements

Preferential Trade Agreements

Free Trade Agreements

Customs Unions
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billion), followed by bituminous coal, (17% / USD 6.82 billion) and oils petroleum, 

bituminous, distillates, expect crude (5.3% / USD 2.06 billion). The cluster “vegetable 

products” (14%) consists mainly of not roasted, not decaffeinated coffee (6.7% / USD 

2.62 billion) and cut flowers and flower buds for bouquets (3.5% / USD 1.37 billion). 

Below an overview of the product mix and its share in total exports for Colombia is 

provided. 

 

Figure 8: Exports Colombia (Observatory of Economic Complexity, 2017a), accessed on 15.10.2019 

The main export destination of Colombia is the USA, with goods and services exported 

worth USD 11.1 billion. As of 2018, the country exported products to the USA worth 

13.8 billion and up to June 2019 7.7 billion (US Census Bureau Foreign Trade Division, 

2019a). Secondly, the country exports merchandise products valuing USD 2.57 billion 

to Panama, followed by China (USD 2.02 billion), the Netherlands (USD 1.86 billion) 

and Mexico (USD 1.56 billion). Within the continent, Ecuador, Brazil, Peru and Chile 

are essential destinations for products from Colombia. A share of 3.9% of total products 

was exported to Ecuador, 3.5% to Brazil, 3.1% to Peru and 2.8% to Chile. Based upon 

the findings, Colombia’s exports are still mainly commodity oriented, with mineral 

products accounting for more than 50% of total exports. The country’s export declined 

in the phase of the 2014 oil price shock, weakened GDP growth and increased the trade 

deficit on the balance of payment (WTO, 2018). 



 
 

44 

 

 

Figure 9: Exports in USD billion 

In contrast, Colombia imported goods and services worth USD 44.3 billion as of 2017. 

Thereby refined petroleum ranks first, worth USD 2.81 billion. Following, the country 

heavily imports broadcasting equipment (USD 1.99 billion), as well as cars (USD 1.89 

billion). Lastly, packaged medicaments worth USD 1.2 billion and planes, helicopters, 

and/or spacecraft worth USD 932 million is an important import driver for the 

country.10 Based on the total imports, 6.3% (USD 2.81 billion) were oils petroleum, 

bituminous and distillates, except crude. Transmit-receive apparatus for radio, TV, etc. 

accounted for 4.5% (USD 1.98 billion), followed by medium sized cars, medicaments 

(2% / USD 0.897 billion) and maize, except seed corn (1.8% / USD 0.803 billion). 

Below is an overview of products and its share in total imports for Colombia. 

 

Figure 10: Imports Colombia (Observatory of Economic Complexity, 2017a), accessed on 15.10.2019 

In terms of origins, the USA is again the most significant player, accounting for USD 

11.7 billion imports in 2017. In 2018, the value of imports from the USA amounted to 

13.78 billion and 6.42 billion for 2019 (US Census Bureau Foreign Trade Division, 

                                                                 
10 Using the 1992 revision of the HS (Harmonized System) classificat io n 
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2019a). Following, China and Mexico rank second and third with an import value of 

USD 8.58 billion and USD 3.47 billion respectively. Lastly, Brazil and Germany are 

essential import partners, valuing USD 2.42 billion USD 1.86 billion respectively. In 

terms of intercontinental trading, the country imports mostly from Brazil (5.5%), 

Ecuador (1.7%), Chile (1.6%) and Peru (1.5%).  

 

Figure 11: Exports in USD billion 

As of 2017, the country disclosed a negative trade balance of USD 5.18 billion in USD 

terms. The sharp decline starting in 2014 is a result of the oil shock and its impact on 

the currency exchange rate devaluation lasting until 2016. Thereby, the blue line depicts 

exports and the red line in the graph illustrated imports respectively.  

 

Figure 12: Colombia Trade Balance (Observatory of Economic Complexity, 2017a), accessed on 15.10.2019 

4.3.5. Qualitative Interview  
 

As part of this thesis, I conducted a qualitative interview with Mr. Thorsten Kötschau, 

the local director of the German Chamber of Commerce (AHK) in Colombia. The 

interview was conducted on August 21, 2019 via telephone.  
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Asked about current economic development initiatives, Mr. Kötschau pointed to the 

Economia Naranja. The initiative provides incentives for young entrepreneurs to get 

involved in the creative industry sector. Moreover, the government wants to foster 

industry 4.0 developments and engaged iNNpulsa, a digital consulting firm, to enhance 

such activities in the country. Furthermore, the policy aims to increase productivity via 

price, automation, and quality for the agribusiness sector. More than 13 Colombian 

production companies are working together to foster this goal. Mr. Kötschau mentioned 

such development in the blueberry market, in which German companies can benefit and 

provide technology to upscale production. 

Nonetheless, the currency volatility is a challenge. Since 2006/2007, the overall 

business environment has not performed well, leading to 3 recessions in a row. 

However, lately, the economy picked up. Inflation and the political uncertainty 

represent hindering factor within the country, even though the current government is 

considered to be economic friendly.  

Moreover, when asked about the resource intensive state of the economy, Mr. Kötschau 

acknowledged the heavy dependency. For instance, the nickel price has been volatile 

over the last years and remains a danger for the government who relies on nickel 

revenues. Coal and coal briquettes are the second most important export commodities. 

Considering the climate change and the German “Energiewende”, Mr. Kötschau sees 

little future in the medium term for these commodities, implying the need to shift the 

countries focus away from commodities. The current trade conflict affects the country 

indirectly. The government does not interfere, since the USA and China are important 

trade partners for Colombia.  

When asked about the positive and negative economic situation, Mr. Kötschau 

mentioned four major risks. First, the currency exchange rate hinders economic 

development and has a substantial impact on government’s revenue. Second, a legal risk 

remains, and companies complain about uncertainty in terms of law enforcement. Third, 

the political development in Venezuela and the overall macroeconomic outlook remains 

important. Colombia is considered to be a transit country, though which an estimated 

1.4 million of refugees have passed since the beginning of the Venezuelan crises. The 

national health system reached its bottleneck capacity and the situation could worsen if 
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change does not take place. Furthermore, Venezuela fuels the domestic conflict by 

supporting guerilla groups.  

In terms of potential, the country has a young population that embraces technology. 

This helps to develop future oriented industrial sectors. For instance, cement companies 

are able to build blocks with 3-D printers that use German technology. Consequently, 

the president wants to educate young pupils with mandatory software class in High 

School. He acknowledges that by 2040, over 65% of current jobs will not exist 

anymore. Thus, the president wants to prepare its citizens for the future with quality 

education. 

In terms of free trade and its impact on the country, Mr. Kötschau is positive and 

confirms that free trade is beneficial for Colombia. Trough trade liberalization and 

FTAs, the country gained access to several strategic markets, such as the EU. Moreover, 

60% of the goods traded are nowadays exempt from duties. However, he also 

acknowledged that free trade hardened local competition, forced companies to become 

more competitive or file for bankruptcy.  

Lastly, Mr. Kötschau emphasized the strategic and long-term vision of the current 

president. In his view, Colombia does have a positive vision that enhances a competitive 

and innovative industry landscape. The president should strengthen the dual training 

and education system and focus on 9 professional groups. Especially, the prosperous IT 

industry, the 3-D printing and industry 4.0 can help the country to leverage even more 

on its capabilities. Finally, the peace agreement and its respective policies need to be 

observed and fulfilled.  

4.3.6. Analysis 
 

According to the World Economic Forum (WEF) (2018), the country positions itself on 

rank 60th out of 140 countries in the Global Competitiveness Index 4.0. The country 

scores low in terms of institutions, composed of security, social capital, etc., (89th/140) 

and the report points to high organized crime and homicide rates. In addition, the report 

identifies the burden of government regulation and terroristic incidences as weaknesses 

of the institutional pillar. Second, Colombia’s product market pillar composed of 

domestic competition and trade openness, ranks 85th out of 140 countries. Thereby the 
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distortive effect of taxes and subsidies on competition (126th/140) and the prevalence of 

non-tariff barriers impose challenges to the countries’ development. Third, the lagging 

ICT adaptation positions the country on 84th out of 140 economies. Fourth, the report 

points to deficiencies with respect to infrastructure and ranks the country on the 83rd 

place. The organization points to the poor efficiency of train services as well as road 

quality (Schwab, 2018). 

Nevertheless, the Republic of Colombia can shine with respect to other index 

components. The Global Competitive Index (2018) finds that the country is doing well 

in terms of health and ranks it 35th, with a healthy life expectancy of 69.1 years. Second, 

the analysts consider the market size as favorable and rank Colombia on the 37 th 

position. Third, the positive business dynamics within Colombia lead to the 49th 

ranking. Especially the index components insolvency recovery rate and regulatory 

framework played an important role and country score 30th and 46th, respectively. 

Fourth, the country scores well in the financial institutions pillar (53rd/140). The WEF 

identified the credit gap and soundness of Colombian banks as strong points (Schwab, 

2018). 

4.3.7. Summary  
 

In summary, the previous chapters have illustrated opportunities as well as challenges of 

Colombia over the last years in the context of economic growth. The analysis suggests 

that international trade spurred Colombia’s development. It has increased the 

competitiveness and led to the diversification of the domestic economy. Through 

international trade, the country slowly, but steadily, moved away from its dependency 

of natural resources. This is further supported by the arguments provided by Mr. 

Kötschau.  

The election of President Iván Duque Márquez has enhanced the future oriented 

perspective taken by the government. The main pillars of his policy strategy are legality, 

entrepreneurship and equity. Through investments in infrastructure, an environmental 

sustainable development and intensive innovation, these objectives can effectively be 

achieved (WBG, 2019f). Moreover, the president emphasized the need of austerity and 

responsibility in terms of public resources management. The implementation of 

promising policies, such as the Financing Law, the reduction of effective corporate 
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taxes and revenue measures are going to increase revenue collection. These are fruitful 

indicators that will in the long-term strengthen confidence, attract foreign investors and 

thus FDI. The confidence boost is further fueled by the peace agreement.  

Furthermore, the WBG, (2019d) expects growth to strengthen in the period of 2019 to 

2021. Investments are going to increase due lower taxes for firms, raising private 

consumption in the medium-term. In terms of Colombia’s oil resource, the WBG (2019) 

expects an increase in profitability and therefore exploitation and exploration are going 

to experience a major boost. The implementation of a full-fledged inflation-targeting 

regime and flexible exchange rates are supporting the economy (WBG, 2019f). The 

young population quickly adapts to new technologies, acquires new skills and hopefully 

leverages on them in the future. Following our analysis, there are reasons to argue that 

the economy benefited from international trade. 

Nonetheless, the analysis provided evidence, that through internationalization of the 

economy, non-competitive enterprises had to close, resulting in unemployment and 

increasing the social burden for the government. Further, the interview emphasized the 

significant risks, such as a volatile currency and legal risk. Colombia, like most 

developing counties, largely depends on the overall macroeconomic development. The 

oil shock illustrated that dependency. The current trade tensions are hindering an 

optimal development of the country.  

Lastly, the role of Colombia in the current crises in neighboring Venezuela is 

outstanding. Some 1.4 million people have fled the country since the outbreak of the 

crises caused by President Maduro. Colombia is doing much to support refugees 

crossing the border, providing health support and other beneficiaries. Nonetheless, there 

is a capacity bottleneck for Colombia and the progress of the crises will have an impact 

on the development of the country.  

4.4. The Republic of South Africa 

4.4.1. Overview 
 

South Africa is the most southern country in the continent of Africa. The country covers 

an area of 1,219,090 km2 and shares boarders with Botswana, Lesotho, Mozambique, 

Namibia, Eswatini, and Zimbabwe. The Republic of South Africa is a parliamentary 
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republic and its name is derived from its location. The country is divided into nine 

provinces, namely Eastern Cape, Free State, Gauteng, KwaZulu-Natal, Limpopo, 

Mpumalanga, Northern Cape, North West, and Western Cape. Pretoria is the 

administrative, Cape Town the legislative and Bloemfontein the judicial capital. The 

chief of state as well as the head of government is the current president Matamela Cyril 

Ramaphosa who governs since February 15, 2018 and is member of the African 

National Congress (ANC). He succeeds Jacob Zuma, who governed the country during 

the presidential term from 2009 to 2018. The president is indirectly elected for a five 

year term from the National Assembly (CIA, 2019b). The country is rich in natural 

resources, like “gold, chromium, antimony, coal, iron ore, manganese, nickel, 

phosphates, tin, rare earth elements, uranium, gem diamonds, platinum, copper, 

vanadium, salt, natural gas” (CIA, 2019b, p. 1).  

The total population of South Africa is estimated to be 57,779,622 in 2018. In 1990, the 

population was 36,800,509 and has grown since steadily.11 The annual population 

growth rate has remained stable at 1.4% in 2000, 1.5% in 2010 and 1.4% in 2018 

(WBG, 2019d). As a result, the density of the population increased from 37.1 in 2000 to 

42.2 in 2010 and reached 46.6 in 2018. 12 As of 2018, Johannesburg is the biggest city 

in terms of citizens with 9.227 million, followed by Cape Town with 4.43 million, 

Durban accounting for 3.134 million inhabitants, and Pretoria with 2.378 million (CIA, 

2019b). The country has a median age of 27.4, indicating a young population. However, 

the fertility rate has significantly decreased between the 1960s and 2014, from 6 

children per woman to circa 2.2. The WBG (2019c) estimated the poverty headcount 

ratio 35.0% in 2000 to 16.5% in 2010.13 In addition, the country increased the GNI per 

capita from USD 9,498 in 2000 to USD 11,722 in 2010 to USD 11,758 in 2018 (WBG, 

2019d).14 During the last five years, the GNI per capita decreased and is only slightly 

higher than in 2010. 

                                                                 
11 Total population is based on the de facto definition of population, which counts all residents regardless of 

legal status or citizenship. The values shown are midyear estimates.  
12 Population density is midyear population divided by land area in square kilometers. Population is based on 

the de facto definition of population, which counts all residents regardless of legal status or citizenship- -

except for refugees not permanently settled in the country of asylum, who are generally considered part of 

the population of their country of origin. Land area is a country's total area, excludin g area under  inland 

water bodies, national claims to continental shelf, and exclusiv e economic zones. In most cases the 

definition of inland water bodies includes major rivers and lakes.  
13 Poverty headcount ratio at $1.90 a day (2011 PPP) (% of population) 
14 GNI per capita, PPP (constant 2011 international $) 



 
 

51 

 

Below, a graphical illustration is provided.  

 

Figure 13: GNI per capita in constant 2011 PPP international USD Terms South Africa, Data retrieved and adapted 

from WBG (WBG, 2019d) 

The income share held by the 20% lowest income group has not changed significantly 

and decreased in the past years, from 3.1% in 2000 to 2.5% and 2.4% for 2010 and 2014 

respectively. The GINI coefficient actually increased from 2000 (57.8) to 2005 (64.8). It 

slightly decreased to 63.0 in 2014 but remains relatively high, indicating a high 

inequality (WBG, 2019d). The life expectancy rate remained rather stable at 56 in 2000 

as well as 2010 and only marginally increased to 63 in 2017. The immunization rate for 

measles decreased from 79% in 1990 to 60% in 2017.  

Moreover, HIV and AIDS remain one of the greatest challenges for country and is one 

of the major reasons for the low life expectancy. In 2018, an estimated 7.7 million 

people are infected with HIV/AIDS, representing an adult prevalence rate 20.4%. Each 

year an estimated 77.0000 people die from the harmful consequences. The HIV/AIDS 

infection hinders the development and prevents prosperity for a majority of South 

Africans (CIA, 2019b).  

4.4.2. Historical Background 
 

The starting point of our analysis is the year 1652, when the first European settlement 

was founded in Table Bay, todays Cape town by the Dutch East India Company. The 
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colony grew rapidly as Dutch farmers arrived and employed slaves from East Africa, 

Madagascar and the East Indies. In 1820, some 4.500 British settlers, including 

tradesman, teachers, blacksmiths and professional farmers arrived in Algoa Bay. It 

followed a period of intensive conflicts and occupations by the British and Dutch 

conquers. During the 1800s, the European settlers moved towards the east from the port 

of Durban. In 1867, precious diamonds were discovered near Kimberley, the diamond 

mining industry evolved and secured “South Africa’s position as the world’s leading 

producer in the mid-twentieth century” (Government of South Africa, 2019, p. 2). A 

turning point in the country’s history was the exploration of the Witwatersrand 

goldfields in 1886, which resulted in the Anglo-Boer/South African war between 

Britain and Transvaal as well as the Orange Free State. It is considered to be “the 

bloodiest, longest and most expensive war Britain engaged in between 1815 and 1915” 

(Government of South Africa, 2019, p. 3). In May 1910, the Union of South Africa was 

created by the British colonies Cape Colony, Natal, Transvaal, and Orange Free State, a 

“white man’s union” that excluded black population from general public participation. 

The fight for equal rights and political involvement led to the foundation of the African 

National Congress (ANC) in 1912. On August 22, 1934, the Union of South Africa 

declared independence, implementing the Statute of Westminster from 1931. In 1948, 

the pro-Afrikaner National Party seized power, manifested the supremacy of whites and 

the situation worsened for the black population. It is considered to be the starting point 

of the apartheid regime, especially after the declaration of South Africa as a republic on 

May 31, 1961, by Prime Minister Hendrik Frensch Verwoerd in a whites-only 

referendum (Government of South Africa, 2019). Despite the rule of the Europeans, the 

ANC continued its fight and influenced leaders such as Nelson Rolihlahla Mandela, 

Oliver Tambo and Walter Sisulu. In the years that followed, a large part of the 

population started to demonstrate, but faced a strong response from the government. 

During the Rivonia trial between 1963 and 1964, eight ANC leaders, among them 

Nelson Mandela, were sentenced to life in prison. Following international pressure, 

economic slowdown and continuing resistance of the black population, the Apartheid 

regime began to fall. Independence was gained on April 27, 1994, which marks the 

national holiday referred to as Freedom Day. That same month, the first democratic 

election was held, the ANC gained 62%, and “the National Party as well as Inkatha 

Freedom Party participated in a government of national unity under President Mandela, 
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South Africa’s first democratically elected president” (Government of South Africa, 

2019, p. 4). The ANC gained popularity, won 69.68% and celebrated 10 years of 

freedom in 2004. On May 9, 2009, Jacob Zuma was inaugurated as the president of the 

country and ruled South Africa almost 10 years, after being reelected in 2012. Nelson 

Mandela, who spend 27 years of his life in prison and enabled the transition and fought 

for unity of South Africa, died on December 5, 2013 (Government of South Africa, 

2019).  

Like many developing countries, South Africa’s path to industrialization was marked by 

several transformation processes and structural reforms. The discovery of precious 

minerals, especially gold and diamonds leveraged the economic development in the late 

19th century. Mining and mining related industrialization contributed a great share to 

South Africa’s economic output, implying a comparative advantage in natural resources.  

In the 1920s, the country pursued, like other emerging markets, an ISI strategy to 

develop industrial sectors and encourage national production of industrial goods. The 

policy led effectively to the country’s transformation from the production of consumer 

goods to capital and intermediate goods, thus from a relatively “light to heavy industry” 

(Moritz, 1994, p. 14). Thus, heavy industry increased its share in total manufacturing 

value added from 36.4% in 1925 to 64.3% in 1985. In the 1980s, the country gradually 

started to open up its market for international trade. However, some policy measures 

were accompanied “by increasing emphasis on formula duties and the introduction of an 

import surcharge in 1988” (Moritz, 1994, p. 18). Some manufacturing sectors enjoyed 

special benefits and were heavily protected, such as consumer goods, in particular 

textiles, apparel and leather, but also capital and intermediate goods. South Africa has a 

very complex tariff system, including ad valorem tariffs, specific duties, formula duties 

which can change on a weekly base adding uncertainty for international investors and 

hindering the industrialization process. In addition, protection increased prices on input 

products, raising production costs and hindering local producers to compete in 

international markets (Moritz, 1994). In an attempt to foster the industrialization 

process, South Africa implemented the so-called General Export Incentive Scheme 

(GEIS) in 1990. The system is based on a formula and incentivized exports. However, 

trade liberalization occurred between 1988 and 1998, but not equally across all 

economic sectors (Fedderke & Vaze, 2001). Fedderke & Vaze (2001) actually found, 

that tariffs have been reduced, but only for certain industries, thus hindering the overall 
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industrialization process. The sanctions during the Apartheid regime also slowed the 

effective industrialization process. The high cost of capital, due to a lack of confidence 

and poor macroeconomic performance, presents an additional difficulty (Moritz, 1994). 

These factors decrease the competitiveness of South African products and services. The 

country needs to fuel the “value added of manufactures and to expand incomes from 

exports” (Moritz, 1994, p. 34). Additional efforts in productivity, improving the 

business environment and reducing harmful tariffs are required to fully benefit from 

international trade. 

4.4.3. Economic Environment 
 

The Republic of South Africa is classified as an upper middle income country (WBG, 

2019d). Since the 1990s, the GDP in international dollars using PPP rates increased 

constantly, from 364.333 billion in 1990 to 436.214 in 2000 to an impressive 701.716 

billion in 2018.15 Annual GDP growth rates were 4.2%, 3.04% and 0.79% for the years 

2000, 2010 and 2018 respectively.16  

The country improved its economic environment for investors. In 2003, it took an 

entrepreneur 56 days to open a business. In 2018, this time went down to 40 days 

because of higher administration efficiency and lower initial setup costs. The 

government slightly increased tax revenue from 23.3% to 25.0% to 27.0% compared to 

GDP for 2000, 2010 and 2017 respectively.  The country experienced an exponential 

mobile cellar subscription increase from 18.2 in 2000 to 97.6 users in 2010 and reached 

156.0 subscriptions per 100 people in 2017. More than 50% of South Africans are using 

the internet. The country is performing strong, but still faces large inequality levels and 

a divided population (WBG, 2019d).  

                                                                 
15 PPP GDP is gross domestic product converted to international dollars using purchasin g power parity rates. An 

international dollar has the same purchasin g power over GDP as the U.S. dollar has in the United State s. 

GDP is the sum of gross value added by all resident producers in the economy plus any product taxes and 

minus any subsidies not included in the value of the products. It  is calculated without making deduction s 

for depreciation of fabricated assets or for depletion and degradation of natural resources. Data are in 

constant 2011 international dollars. 
16 Annual percentage growth rate of GDP at market prices based on constant local currency.  Aggregates are 

based on constant 2010 U.S. dollars. GDP is the sum of gross value added by all resident producer s in the  

economy plus any product taxes and minus any subsidies not included in the value of the products. It  is 

calculated without making deduction s for depreciation of fabricated assets or for depletion and 

degradation of natural resources.  
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In 2011, the National Planning Commission of South Africa published the “National 

Development Plan: Vision for 2030” to offer a long-term perspective and 

comprehensive plan that improves the life of South African citizens (National Planning 

Commission, 2012). The plan aims at tackling the harmful effects of inequality, 

unemployment and poverty. By 2030, the government wants to eliminate income 

poverty and “reduce the proportion of households with a monthly income below [ZAR] 

419 per person (in 2009 prices) from 39 percent to zero” (National Planning 

Commission, 2012, p. 34). The Commission defined milestones, such as a GINI 

coefficient of 0.60, which is still very high, but can be considered an improvement to 

the current situation. Another milestone is that the share of national income held by the 

40% lowest income group should increase from 6% to 10%. The quality of education 

should improve, so that every child is literate in 3rd grade. The government wants to 

“produce sufficient energy to support industry at competitive prices, ensuring access for 

poor households, while reducing carbon emissions per unit of power by about one-

third” (National Planning Commission, 2012, p. 34). Additional ambitions are access to 

clean water, infrastructure, food supply and the legal system.  

The National Development Plan is a profound strategy to provide access to fairly paid 

employment and better public transport. The government needs to improve public 

services, increase coordination, tackle corruption, and reduce crime rates.  The National 

Development Plan aims at uniting South Africans around a common, ambitious and 

intensive program (National Planning Commission, 2012). 

In the future perspective, the country faces structural challenges, such as power 

blackouts, high unemployment rate and fiscal pressure. The power shortage impacts the 

GDP growth potential for the country, albeit international investors and private 

operators could leverage on energy efficiency and provide stable supply. The economic 

growth will not be sufficient to lower the high unemployment rate of 29% in 2019. The 

market is strongly constraint by domestic policy development and, as most emerging 

markets, by global economic trends. Mr Ramaphosa’ re-election in May raised 

expectations on growth fueling structural reforms. Besides that progress has been slow, 

the EIU expects “the pace to quicken in 2020, buoying private-sector confidence and 

investment” (Economist Intelligence Unit, 2019b, p. 7). The current US-China trade 

conflict has an impact on the country due to lower US growth. Further, the uncertainty 
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and possible disruptions of Brexit play a crucial role in the future economic 

development for South Africa.  

Below, an overview of economic indicators for the period 2019 to 2024 is provided.  

 

Figure 14: Economic Indicators South Africa, Outlook (Economist Intelligence Unit, 2019b) 

4.4.3.1. Fiscal Policy 
 

The global economic situation raised concerns about revenue collection. The objectives 

of the October 2018 Medium Term Budget Policy Statement have not been met and a 

decline in tax revenues is expected. Furthermore, state-owned companies have increased 

the financial burden. Especially, the unbudgeted bail-out for Eskom, the national 

electricity public enterprise, has put additional pressure while the government tries to 

mitigate the risk (National Republic of South Africa Treasury, 2019). As a consequence, 

the treasury department forecasts that the debt-to-GDP, currently at 56.7%, will increase 

to 68.5% in 2021/2022 and further upsurge to 75.8% in 2024/2025. These figures are 

revised and include financial support for Eskom. The treasury department depicted the 

impact of Eskom’s situation on the debt-to-GDP ratio.  

% 2019 2020 (f) 2021 (f) 2022 (f) 2023 (f) 2024 (f)

GDP 0.7 1.8 2.7 3.1 3.3 3.1

Private consumption 1.5 2 3.1 3.1 3.8 3.7

Government consumption 1.3 1.6 2.8 3 3.3 3.3

Gross fixed investments 1 2.4 2 3.8 4 4

Exports of goods and services 1.9 4.9 4.9 5.6 5.6 6.9

Imports of goods and services 4.5 5.2 5.5 5.8 6.9 8.3

Domestic demand 1.5 2.1 2.8 3.2 3.7 3.7

Agriculture -2.5 4 3.5 3.8 4 3.7

Industry 2 2.8 3 3.3 3.5 3.5

Services 0.3 1.3 2.5 3 3.2 2.9

Economic Indicators 
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Figure 15: Debt-to-GDP Ratio (National Republic of South Africa Treasury, 2019), accessed on 21.11.2019 

The fiscal deficit, currently at 5.9%, is estimated to decrease slightly from at 6.5% in 

2020/2021 to 5.9% in 2021/22. According to the treasury department, “Growth in debt 

and debt service costs is unsustainable and requires difficult decisions” (National 

Republic of South Africa Treasury, 2019, p. 2). If adequate reforms don’t meet the 

objectives, the “risk from associated contingent liabilities, alongside requests for fiscal 

support, may materialize” (National Republic of South Africa Treasury, 2019, p. 28/29).  

The weak economic performance and administrative weaknesses results in lower 

personal and corporate income tax collection. The authorizes want to increase “the tax-

free threshold for personal income taxes” (National Republic of South Africa Treasury, 

2019, p. 36). Another measure is to increase the levy on fuel by 29 cents per liter as well 

as on alcohol and tobacco products in a range of 7.4% to 9%. The South African 

Revenue Service is also under pressure after reports found “massive failure of 

governance and integrity”, implying corruption (National Republic of South Africa 

Treasury, 2019, p. 37).  

In terms of government spending, a large amount is “allocated to learning and culture, 

social development, health and community development” (National Republic of South 

Africa Treasury, 2019, p. 47). Thereof, the compensation for state employees averages 

34.4% of total expenditure and represents the bulk of government spending.  
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Thus, the “significant upward adjustment in the projected deficits (and borrowing 

requirements) could imperil South Africa's remaining investment-grade rating”, 

increasing borrowing costs (Economist Intelligence Unit, 2019b, p. 6).  

4.4.3.2. Monetary Policy 
 

The monetary policy is determined by the South African Reserve Bank (SARB). The 

bank follows the primary objective to “achieve and maintain price stability in the 

interest of sustainable and balanced economic development and growth” (SARB, 2019, 

p. 1). The bank operates fully autonomously and “conducts monetary policy within a 

flexible inflation-targeting framework” (SARB, 2019, p. 1). Inflation targeting protects 

the most vulnerable from price increases, was introduced in 2000 is determined by the 

central government with the support of the SARB. The SARB set a target range of 3% 

to 6%. SARB recognizes that price volatility increases uncertainty, hinders growth, and 

fuels unemployment. Since 1992, the country managed single digit inflation rates with 

the exception of 2008. Throughout the last years, the inflation ranged between 7.1% in 

2009 and 0.9% in 2015. In recent years, it fluctuated around 5%, marking 4.5%, 6.6%, 

5.2%, and 4.5% for the years 2015, 2016, 2017, and 2018 respectively (WBG, 

2019d).17 The inflation was 4.5% in 2019 and is expected to slightly rise again to 5.1% 

in 2020 (EIU, 2019b). Unfavorable weather conditions will increase food prices and put 

further pressure on the inflation. For the period 2021 to 2024, the EIU expects inflation 

to average 4.7% and “prudent monetary policy, stricter competition laws and efficiency 

gains” to “mute price growth” (EIU, 2019b, p. 7). Below, the inflation is illustrated 

from 1990 to 2018.  

                                                                 
17 Inflation as measured by the consumer price index reflects the annual percentage change in the cost to the 

average consumer of acquirin g a basket of goods and services that may be fixed or changed at specified 

intervals, such as yearly. The Laspeyres formula is generally used. 
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Figure 16: Inflation, consumer prices (annual %) for South Africa, Data retrieved and adapted from WBG (WBG, 

2019d)  

In terms of the interest rate, the SARB cut the reference rate in July 2019 by 25 basis 

points to 6.5%. The rate is expected to decrease further in early 2020 based upon 

inflation and exchange rate perspective. For the period 2020 to 2024, the intervention 

rate is expected to move within a narrow range (EIU, 2019b). The exchange rate regime 

in South Africa is de facto a floating system (Hsing, 2016; Oseifuah & Korkpoe, 2008). 

The country transitioned from a fixed, to a managed-floating exchange rate and adopted 

finally a free-floating regime. The regime change was due to an “important shift in 

South Africa's development strategy, from export promotion with import controls to 

greater openness through trade liberalization” (Oladipo, 2017, p. 54). The currency, the 

ZAR, depreciated since the end of 2004 against the USD. The deprecation “is expected 

to cause high inflation, increase international capital outflows, reduce foreign 

investments, and destabilize an economy” (Hsing, 2016, p. 1). Similar to the Colombia, 

the uncertainty and threat to the global economy fueled by the trade war is a constraint 

for South Africa’s volatile currency. Additional domestic problems are increasing the 

pressure and the countries investment grade crating is at risk. The EIU (2019b) expects 

the ZAR to further depreciate, from ZAR15.44/USD in 2020 to ZAR18.15/USD in 

2024.  

Below, the development of the ZAR to the USD is depicted over a period of 10 years. 
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Figure 17: ZAR to USD Chart (XE.com Inc., 2019c), accessed on 28.09.2019 

4.4.4. International Relations 
 

Alike most developing countries, South Africa is increasingly participating in 

international trade. The country transitioned from a highly protected economy to a 

country that leverages on its comparative and competitive advantage. It is a founding 

member of the WTO and participates in several custom unions and organizations, such 

as the Southern African Customs Union (SACU), Southern African Development 

Community (SADC) and African Union. The country further has signed several FTAs 

and economic partnership agreements. During the apartheid regime, the country faced 

severe sanctions by developed countries to increase pressure on the government. The 

country itself implemented trade protection measures that hindered a free flow of goods 

and services. The country was largely dependent on natural resource, especially gold, 

and thus vulnerable to the world market prices. The intensive trade liberalization and 

outward oriented focus picked up in the 1990s and increased imports and exports. The 

country remains the most advanced country in Africa and plays a significant role in 

regional and global affairs (EIU, 2019b). Especially in Southern Africa, the country is 

engaged and “will continue to support peacekeeping operations in the continent's 

conflict zones” (EIU, 2019b, p. 5). The country is pursuing stronger South-South ties, in 

particular with the BRIC economies and African trade blocs. Just recently, President 

Cyril Ramaphosa was in Brasilia, Brazil for the 11th BRICS Summit from 13th to 14th 
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November 2019. The objective was “to strengthen intra-BRICS relations and mutually 

beneficial cooperation across the four pillars of cooperation, particularly in intra-BRICS 

trade and investment, as well as to ensure the ongoing implementation of the outcomes 

of the 10th BRICS Summit hosted in South Africa in 2018” (DIRCO, 2019, p. 1).  

South Africa’s ambition to play an important role and gain from regional as well as 

international trade, are illustrate below. 
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Table 3: International Relations South Africa (Dti, 2019) 

Following, the thesis takes a closer look at the composition of the imports/exports mix. 

Agreement/Partner Date of Signature

WTO members 01.01.1995 

Agreement/Partner Date of Signature

Southern African Customs Union (SACU)

South Africa, Botswana, Lesotho, Namibia and Swaziland
29.06.1910

Agreement/Partners Date of Signature Date of Entry into Force

Southern African Development Community (SADC) FTA 17.08.1992 17.08.1992

Trade, Development and Cooperation Agreement 

(TDCA)

South Africa and the European Union (EU)

11.10.1999 01.05.2004

EFTA-SACU Free Trade Agreement (FTA)

 SACU and the European Free Trade Association (EFTA) 

-Iceland, Liechtenstein, Norway and Switzerland

26.06.2006 01.05.2008

Agreement/Partners Date of Signature Date of Entry into Force

SACU-Southern Common Market (Mercosur)

SACU and Argentina, Brazil, Paraguay and Uruguay
15.12.2008/03.04.2009 01.04.2016

Agreement/Partner Date of Signature Date of Entry into Force

Economic Partnership Agreement between the SADC 

EPA States, of the one part, and the European Union and 

its Member States, of the other Part

South Africa, Botswana, Namibia, Swaziland, Lesotho and 

Mozambique (referred to as the SADC EPA Group) and 

the European Union (EU)

10.06.2016 Pending

Agreement/Partners Date of Signature

Generalised System of Preferences (GSP)

Africa Growth and Opportunity Act (AGOA) 18.05.2000

Agreement/Partners Date of Signature

Trade, Investment and Development Cooperation 

Agreement (TIDCA) / Cooperative framework agreement

SACU and US

16.07.2008

Trade and Investment Framework Agreement (TIFA) / 

Bilateral agreement

South Africa and US

18.02.1999

Agreement/Partners

SACU-India PTA

SADC-EAC-COMESA Tripartite FTA

The African Continental Free Trade Area (AfCFTA)

Multilateral Agreements

Other agreements

Trade Agreements under negotiations

Non-reciprocal Trade Arrangements

Economic Partnership Agreements

Preferential Trade Agreements

Free Trade Agreements

Customs Unions
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In terms of exports, the economy sold goods and services worth totally USD 108 billion 

in 2017. Thus, South Africa is the 34th largest exporter worldwide. The bulk of exports 

are natural resources, such as gold, diamonds, platinum and coal, amounting to USD 

16.9 billion, USD 9.8 billion, USD 9.0 billion, and USD 6.23 billion respectively. The 

only manufactured good are cars, worth USD 6.9 billion, ranging slightly before coal 

briquettes (Observatory of Economic Complexity, 2017b).18 Within the cluster 

“precious metals”, accounting for 34% of total exports, gold in unwrought forms 

presents 9.7% (USD 10.5 billion) of total exports, followed by diamonds (jewelry) 

unworked or simply sawn (6.9% / USD 7.5 billion) and gold, in semi-manufactured 

forms (5.9% / USD 6.37% billion). The cluster “mineral products” includes bituminous 

coal (4.3% / USD 4.67 billion), iron ore (2.5% / USD 2.75 billion), and manganese ores 

(2.4% / USD 2.63 billion). Ferrochromium with >4% Carbon represents 3.2%, worth 

USD 3.48 billion, medium sized cars 2.5% (USD 2.67 billion) and medium diesel 

engine cars 2% (USD 2.21 billion) of total exports. 

In the graph below, the main export products are depicted indicated clearly the 

dependency of the country on natural resources.  

 

Figure 18: Exports South Africa (Observatory of Economic Complexity, 2017b), accessed 15.10.2019 

In terms of export destination, China is South Africa’s most important trading partner in 

USD terms. The country exported goods and services worth USD 17.1 billion to the 

People's Republic of China. Second place was the USA, with products worth USD 8.21 

billion in 2017. More recent figures from 2018 indicate an increase in exports, totaling 

to USD 8.47 billion. Up until June 2019, a total of USD 3.47 billion has been exported 

to the USA (US Census Bureau Foreign Trade Division, 2019b). The third most 

important country was India with a value of USD 8.0 billion, followed by the UK with 

                                                                 
18 Using the 1992 revision of the HS (Harmonized System) classificat io n 
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USD 7.97 billion and Germany, with products worth USD 7.05 billion in 2017 

(Observatory of Economic Complexity, 2017b) 

 

Figure 19: Exports in USD billion 

South Africa imported goods and services totaling USD 81.9 billion in 2017. The 

economy was the 38th largest global importer. The main two import products are crude 

and refined petroleum, worth USD 6.42 billion and USD 4.96 billion respectively. Due 

to the strong automobile industry, the country imported cars worth USD 4.11 billion, 

followed by gold USD 2.97 billion and broadcasting equipment in the value of USD 

2.78 billion.19 In terms of imports, the cluster machines account for 24% of total 

imports, followed by mineral products (17%), transportation goods (12%) and chemical 

products (11%). Transmit-receive apparatus for radio, TV present 3.4% (USD 2.77 

billion) of total imports, followed by computer data storage units (0.95% / USD 0.788 

billion). In terms of mineral products, petroleum oils, oil from bituminous minerals, and 

crude account for 7.8% (USD 6.42 billion) of total imports, followed by oils petroleum, 

bituminous, distillates (6.1% / USD 4.96 billion). 

Below an overview of the product mix and its share in total imports is provided. 

                                                                 
19 Using the 1992 revision of the HS (Harmonized System) classificat io n 
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Figure 20: Imports South Africa (Observatory of Economic Complexity, 2017b), accessed 15.10.2019 

The top main import originations are alike the export destinations. The primary import 

market is China, with goods and services amounting to USD 15.6 billion. Then 

Germany followed the list, with products imported to South Africa worth USD 7.23 

billion. On the third place ranked the USA, with a value of USD 5.49 billion, and USD 

5.52 billion in 2018 (US Census Bureau Foreign Trade Division, 2019b). India (USD 

4.28 billion) and Saudi Arabia (USD 3.89 billion) are placed fourth and fifth. These 

figures are for economic year 2017.  

 

Figure 21: Imports in USD billion 

Overall, the trade balance of the Republic of South Africa is positive and stands at USD 

26.4 billion in net exports. Since 1998/1999, the country managed to export more than it 

imports, resulting in a positive trade balance since then.20  

Thereby, the blue line depicts exports and the red line in the graph illustrated imports 

respectively.  

                                                                 
20 With an exception of Q1 of 2012  
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Figure 22: South Africa Trade Balance (Observatory of Economic Complexity, 2017b), accessed 15.10.2019 

4.4.5. Qualitative Interview 
 

Mr. Frank Aletter, deputy CEO and head of business development of the AHK in South 

Africa was interviewed on September 11, 2019. In general, Mr. Aletter assessed the 

economic environment in South Africa as difficult combined with low and non-

sustainable growth rates. He stated that South Africa is in a technical recession, due to 

homemade problems, policy uncertainty, corruption and state capture.  

In terms of current trends and developments, he emphasized the difficult 

implementation of the National Development Plan 2030. He also mentioned the current 

corruption scandal with power supplier Eskom, railway company Transnet, airline Sasol 

and retail holding company Steinhoff International Holding N.V. Especially the case of 

Eskom is representative for South Africa’s corruption problem. The company supplies 

energy for the country. Eskom is highly inefficient, employs too many people and does 

not invest into the new and innovative power plants to diversify operations. The 

company faces a strong labor union. 

According to Mr. Aletter, the country performs well in certain aspects. First, the 

economy is largely diversified, offering broad business opportunities to foreign 

investors. Due to its strategic location, it is considered to be a pivotal point in the Sub-

Saharan region. It offers a reliable and sustainable financial sector that is able to 

promote business activities. Lastly, the ease of doing business also improved, attracting 

foreign investors and fueling business operations in the country.  

Nevertheless, a number of challenges hinder the country. First, the black population 

needs to be more integrated into the domestic economy since workforce is dominantly 

white. Highly educated people are leaving the country for a better job abroad. Finally, 
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from the almost 60 million people, only 10% are effectively paying taxes and contribute 

duties. This underlines the unequal economic situation. Moreover, the local content 

requirements hinder efficient operations for companies according to Mr. Aletter. 

When asked about the benefits of trade liberalization, Mr. Aletter confirmed that the 

country profited from free trade. However, he anticipated that the local industry needs 

to become more competitive to sustain the pressure from global markets. Fairly 

negotiated FTAs need to be implemented, for instance the one with Mercosur. Further 

engagement with African countries fosters trade through retail or financial activities. 

As a recommendation to the president, Mr. Aletter emphasized the need to attract FDI 

as well as German companies to enter the market. Therefore, the macro, business and 

financing conditions need to be improved. Especially for medium-sized enterprises the 

market is attractive. Mr. Aletter also mentioned that entrepreneurs, such as the Falke 

family, have personal reasons to operate in the country.  

4.4.6. Analysis 

 

According to the Global Competitiveness Report (2018) published by the WEF, a 

number of challenges are along the road that prevents economic growth. The country 

received an overall rating of 67th out of 140. First, the country faces significant 

challenges in the pillar health and was ranked 125th. The experts estimated the healthy 

life expectancy to be 53.8 years, mainly due to high HIV/AIDS rates and poor and 

exclusive health system. Secondly, the skillset of young South Africans is relatively 

poor, ranking the country on the 84th place. The digital skills (116th/140) as well as the 

pupil-to-teacher ratio in primary education (107th/140) prevent young people to obtain 

the qualifications they need to lift themselves out of poverty. This fuels unemployment, 

which is 27.6 % in the first quarter of 2019. Further, the quality of vocational training 

lacks international standards. Thirdly, the product market pillar needs (79th/140) 

improvements. Especially in the light of international trade, the prevalence of non-tariff 

barriers (95th/140), complexity of tariffs 93th/140), and distortive effect of taxes and 

subsidies on competition (92th/140) mark deficits that can relatively easy be avoided 

(Schwab, 2018). Lastly, the organized crime rate as well as the homicide rate remains 

significantly above average, ranking the country on place 125th and 135th respectively. 

The overall business dynamics are harsh, considering that it takes 45 days to start a 
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business (128th/140), even though that number has decreased from 56 days in 2003 

(Schwab, 2018).  

Nonetheless, the country has enormous potential and showed development in the past 

years. For instance, the financial sector performance (18th/140) stands out and the 

market capitalization amounts to 273.2% of GDP. The insurance premium contributes 

to the positive image of the financial sector, with a premium of 13.3% compared to 

GDP. In terms of domestic credit provided to private sector, the country also 

outperforms 129 other countries. The country scores a 46th in the innovation capability 

pillar, emphasizing an advanced cluster development (33rd/140) and scientific 

publications (34th/140). The WEF recognizes the collaboration among different 

stakeholders (38th/140) and quality of research institutions (39th/140) (Schwab, 2018). 

In addition, the country scores remarkable results in certain categories. For instance, the 

cost of starting a business, even though it takes a long time, is relatively low and 

amounts to 0.2% of GNI per capita. This shows that the country wants to motivate 

entrepreneurs and attract foreign investors who create jobs and foster growth. The 

mobile-cellular telephone subscription rate is considered good. Innovative companies 

that offer phone-based money transfer, financing and microfinancing services for 

instance can leverage on this fact and improve the life of South Africans.  

4.4.7. Summary  
 

The economy of South Africa is partially on the right track, but still requires major 

improvements and reforms. The country managed to peacefully transition from the 

apartheid regime to a democracy with increasing rights for the black population. The 

opening of the economy spurred the competitiveness of local enterprise due to external 

pressure. Since 1994, the ANC ruled the country and implemented consistent, 

sustainable budgetary policies through which the country was able to participate in the 

international bond market (WBG, 2019g). However, low economic growth due to 

external shocks, inequality, poor tax collection and financial distress caused by state-

owned enterprises impeded the government to pursue the objectives of the National 

Development Plan 2030. Especially Eskom is regarded as major problem, because it 

does not adequately supply energy, halting economic growth. More recently, Fitch has 

downgraded the country to BB+, which is one notch above junk level including a 
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negative outlook (Trading Economics, 2019b). This raises borrowing costs and 

constraints fiscal budget. The country is heavily dependent on international commodity 

prices, since most of its exports are natural resources.  

The key challenges the country is facing are numerous. In 2015, 18.8% of the 

population lived below the international poverty line of USD 1.90 per day.21 Even 

though the country managed to reduce the poverty rate by 15% since 1996, the poverty 

rate actually increased, implying that policies lack impact. This is partially the result of 

poor education and a lack of skillset required to gain access to qualified jobs. Total 

unemployment rate is at 27.6%, for the youth this rate is estimated to be 55.2%, fueling 

crime rates (WBG, 2019g). Inequality remains another major challenge, presented by an 

increase of the GINI coefficient from 0.61 in 1996 to 0.63 in 2015. South Africa 

remains of the most unequal countries worldwide. Furthermore, it is extremely hard for 

the youth to escape the vicious circle of poverty. In a country where the “richest 10 

percent of the population held around 71% of net wealth in 2015, while the bottom 60 

percent held 7% of the net wealth”, the numbers are speaking its own language (WBG, 

2019g, p. 1). 

Nevertheless, the countries growth in real income, the provision of safety nets, the 

increase in basic services and financial support for housing are remarkable steps 

towards a prosperous future for South Africans (WBG, 2019g).  

4.5. Socialist Republic of Vietnam 

4.5.1. Overview 
 

Vietnam is a country in South East Asia and has a total area of 331,210 km2. It shares 

borders with China, Laos, and Cambodia. The socialist republic of Vietnam is a 

communist state with 58 provinces and 5 municipalities. On September 2, 1945, the 

country gained independence from France. As of October 23, 2018, the current chief of 

state is President Nguyen Phu Trong. His political predecessors Tran Dai Quang died on 

the September 21, 2018. In Vietnam, the head of government is Prime Minister Nguyen 

Xuan Phuc, since April 7, 2016. Antimony, phosphates, coal, manganese, rare earth 

                                                                 
21 Based on international poverty line of US$1.90 per day measured in 2011 PPP, exchange rates (WBG, 2019g) 
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elements, bauxite, chromate, offshore oil and gas deposits, timber, hydropower, and 

arable land are the main natural resources of the country (CIA, 2019c). 

In 1990, the total population was 67,988,862 and increased since steadily to 95,540,395 

in 2018.22 The WBG quantifies the annual population growth to 1.1% in 2000, 1% in 

2010 and 0.99% in 2018 (WBG, 2019i). The population density increased from 257 in 

2000 to 284 and stood in 2018 at 308.23 The country has one of the highest population 

densities in the world, but population is not evenly distributed. The largest 

concentration of people can be found along the South China Coast as well as the Gulf of 

Tokin in the north.  

The largest city is Ho Chi Minh City in the south with 8.145 million inhabitants, 

followed by Da Nang (1.444 million), Hai Phong (1.219 million), and Can Tho (1.175 

million). The capital Hanoi in the north had only 1.064 million inhabitants in 2018 

(CIA, 2019c). Similar to Colombia and South Africa, the country is relatively young 

with a median age of 30.9 years. The country fostered economic development and 

improved the GNI per capita from USD 2,725 in 2000, to USD 4,265. In 2018, it stood 

at USD 6,220.24 Below, a graphical overview of the GNI per capita development in 

constant international 2011 USD terms using PPP is given.  

                                                                 
22 Total population is based on the de facto definition of population, which counts all residents regardless of 

legal status or citizenship. The values shown are midyear estimates.  
23 Population density is midyear population divided by land area in square kilometers. Population is based on 

the de facto definition of population, which counts all residents regardless of legal status or citizenship - -

except for refugees not permanently settled in the country of asylum, who are generally considered part of 

the population of their country of origin. Land area is a country's total area, excludin g area under inland 

water bodies, national claims to continental shelf, and exclusiv e economic zones. In most cases the 

definition of inland water bodies includes major rivers and lakes. 
24 GNI per capita, PPP (constant 2011 international $) 
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Figure 23: GNI per Capita Development in constant PPP international USD Terms Vietnam, Data retrieved and 

adapted from WBG (WBG, 2019i) 

Vietnams government reduced the poverty headcount ratio significantly, from 38 in 

2002 to 4.2 in 2010 and finally to 2 in 2016.25 The GINI coefficient decreased slightly 

since 2002, from 37 to 35.3 in 2016, the lowest of the country under investigation. The 

income share held by lowest 20% income group decreased from 7.8% in 1990 to 6.9% 

in 2016, implying a negative trend in the distribution of wealth. As of 2016, the income 

share held by the highest 20% was 42.5% (WBG, 2019i).  

4.5.2. Historical Background 
 

In July 1857, Napoleon III decided to invade Vietnam. The country became part of 

French Indochina officially referred to as Indochinese Union in 1887. The French 

implemented a Western-style administration and left little power to the Vietnamese 

(Buttinger et al., 2019). In the phase of World War II, the French cooperated with Japan 

and Japan occupied the French territories. During that time, Hồ Chí Minh entered the 

political stage. He was a revolutionary communist and founder of the League for the 

Independence of Vietnam, known as Việt Minh independence movement. Towards the 

end of the war, the communist party gained control over large areas in the north while 

France and Britain occupied the south. In March 1946, the French and Hồ Chí Minh 

signed the Fontainebleau Agreements. Despite the promising accord, the interests of 

                                                                 
25 Poverty headcount ratio at $1.90 a day (2011 PPP) (% of population) 
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both parties were too irreconcilable, because the French targeted a colonial rule while 

Hồ Chí Minh aimed at total independence (Buttinger et al., 2019). As a consequence, 

the first Indochina War started in December 1946. The war ended with the defeat of the 

French during the Battle of Dien Bien Phu by the Việt Minh. In 1954, the Geneva 

Accords were signed, which divided the country in a communist north and an anti-

communists South along the 17th parallel north (CIA, 2019c). The north was supported 

by the Soviet Union, China and other communist allies, while the South was supported 

by the USA, South Korea, Thailand, Australia, and New Zealand (Buttinger et al., 

2019).  

The second Indochina War, commonly referred to as Vietnam War, followed 

subsequently to the first one when anti-communist politician Ngo Dinh Diem came into 

power in 1955. The USA supplied the south with military equipment and financial 

means to manifest its position in South East Asia. In contrast, the north engaged the 

National Liberation Front, referred to as Việt Cộng (Front national de libération du 

Sud-Viêt Nam or NLF) to foster communism in the south. During the war, the U.S. 

increased the number of advisors to 17,000 by the end of 1963 (Buttinger et al., 2019). 

Under U.S. President Lyndon B. Johnson, the number of soldiers increased. The war 

intensified, and by 1968 some 500,000 US troops were stationed in Vietnam. The 

guerilla strategy by the Việt Cộng was efficient and devastating for the USA. In late 

January 1968, the Việt Cộng and North Vietnamese started the Tet Offensive and 

“attacked more than 100 cities and military bases, holding on to some for several 

weeks” (Buttinger et al., 2019, p. 1). Following, U.S. citizens raised legitimate concerns 

about the involvement of the USA. In May 1968, both parties entered into peace 

negotiations in Paris. Under President Richard M. Nixon, the war continued but the 

USA started to deploy troops from Vietnam. In January 1973, the USA signed a peace 

agreement with all three Vietnamese parties (North Vietnam, South Vietnam, and the 

Viet Cong). Regardless, the war continued for additional two years. In 1975, North 

Vietnamese troops began a last offensive against the South regime and the war finally 

finished on April 30, 1975, when the People's Army of Vietnam took over Saigon, 

today’s Ho Chi Minh City (Buttinger et al., 2019). 

After the war, the country had to deal with several internal challenges and ongoing 

conflicts with neighboring states, such as Cambodia and Laos. On July 2, 1976, the 
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country was reunified and the Socialist Republic of Vietnam proclaimed. The country 

has been in war over a generation and left its citizens traumatized.  

Like Colombia and South Africa, Vietnam also had several stages of industrialization, 

which can be divided into three main stages. First, the socialist industrialization in the 

centrally-planned economy took place from 1965 to 1985, followed by the transition 

from centrally-planned to market economy which occurred between 1986 and 2005 and 

finally, the period following WTO participation in 2007 to present. 

The country was divided into two parts until 1954; each part had its own political and 

economic ideal. The French government was developing an agriculture production, 

especially fostering rice and rubber production in the south and manufacturing was 

developed in the north with mainly coalmining for export. The country´s industrial 

policy was stated in the First Five-Year Plan (1961-1965), putting priority on the heavy 

industry sectors. The plan was discontinued in 1964, after the USA conducted air strikes 

in the north, stopping the development. Between 1965 and 1972, additional U.S. 

bombings destroyed the industrial cites of the north. After the war, the country faced 

several challenges. First, Vietnam had to repair the war consequences and restore the 

country’s infrastructure as well as industrial bases. Second, it had to adopt a unified and 

a central planned system for the country and third continued the First Five-Year Plan by 

integrating a Second Five-Year Plan (1976-80) which aimed at lifting Vietnam into a 

socialist economy within the next 20 years. The government decided on every aspect on 

the economy. All industries were state-owned enterprises, ruled directly by the 

ministries and provincial authorities, making them bureaucratic and unprofitable. Most 

of the national income in the early 1980s came from the agricultural sector. Growth of 

the agricultural and light industrial sectors outperformed the heavy industry, despite its 

larger share of the government budget. Small-scale production, high unemployment, 

low-labor productivity and insufficient availability of food and consumer goods were 

characterizing the economy. Production of coal increased by 8%, electricity 11.1%, and 

oil 10% between 1980 and 1987 (The Global Economy, 2020).  New industries 

emerged, especially with the discovery of oil which increased government revenues and 

accounted for the greatest share of Vietnamese exports. During the period from 1991 to 

1995, average annual industry growth rate reached 13.7%, a pace that was maintained in 

later years. Important changes were also observed in the structure of the economy with a 
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reduction of proportion of agriculture in GDP declining from 46.3 in 1988 to 20.9% in 

2005, while the share of industry increased from 21.6% cent to 4%1 and services from 

33.1% to 38.1% during the same period (The Global Economy, 2020). The process of 

integrating Vietnam into the international community took a higher step with the 

membership to the WTO and ASEAN. 12 years after its application, the country joined 

the WTO in 2007. It appeared to accelerate the economic restructuring efforts and 

allowed better contribution of trade to the development of the country. However, it also 

implied increased international competition, which has been reinforced by China’s 

participation in the WTO. After 30 years of renewal, the economic structure of Vietnam 

moved towards industrialization and modernization. The integration of Vietnam into the 

world economy provided significant opportunities but also meant major challenges. One 

of them is the government’s approach to human rights and privacy. Press freedom is one 

of the worst in the world (PSF, 2020), citizens are increasingly surveilled online since 

the introduction of the Vietnam's Law on Cybersecurity(National Assembly of Vietnam, 

2018), and human rights activists are not welcome. Today, the country is very reluctant 

to globalization, making the country vulnerable to external shocks. Its exports are worth 

108% of its GDP in 2008(The Global Economy, 2020) and much of its success is based 

on foreign investment and trade. Finally, Western protectionism may be a challenge. 

However, today, the country is a very export-oriented economy, receiving significant 

imports and promoting exports.  

4.5.3. Economic Environment 
 

Vietnam is classified as a lower middle income country (WBG, 2019i). Since the 1990s, 

the GDP has increased constantly and almost doubled every 10 years. In 1990, the GDP 

was 99.1 billion, more than doubled in 2000 to 205.7 billion, up surged to 390.002 

billion in 2010 and reached an impressive 631.39 billion in 2018.26 Thereby, the GDP 

grew annually by 6.4% and 7.1% in 2010 and 2018 respectively.27  

                                                                 
26 PPP GDP is gross domestic product converted to international dollars using purchasin g power parity rates. An 

international dollar has the same purchasin g power over GDP as the U.S. dollar has in the United States. 

GDP is the sum of gross value added by all resident producers in the economy plus any product taxes and 

minus any subsidies not included in the value of the products. It  is calculated without making deduction s 

for depreciation of fabricated assets or for depletion and degradation of natural resources. Data are in 

constant 2011 international dollars. 
27 Annual percentage growth rate of GDP at market prices based on constant local currency. Aggregates are 

based on constant 2010 U.S. dollars. GDP is the sum of gross value added by all resident producer s in the  

economy plus any product taxes and minus any subsidies not include d in the value of the products. It  is 
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The country established a more investor-friendly environment. The time required to 

start a business in the country has been successfully decreased from 61 in 200 to 17 

days in 2018 through structural and economic reforms. Fiscal authorities managed to 

increase tax revenue as percentage of GDP from 16.5% to 22.3% during 2000 to 2010. 

Furthermore, the mobile cellar subscription increased from 1.0 in 2000 to 125.6 users in 

2017 and stood at 147.2 in 2018. Internet usage increased to 70.35% in 2018 (WBG, 

2019i). 

The country’s economic development is partially the result of the reform program 

referred to as Đổi Mới (“Renovation”). The program was launched in 1986 under the 6th 

National Congress of the Communist Party of Vietnam. The policy was introduced to 

tackle the economic challenges at that time, such as high inflation of over 700%, 

economic recession, and diminishing revenues (Van Arkadie & Mallon, 2004). 

Furthermore, the Soviet Union cut its financial support for the country, increasing the 

isolation (London, 2009).  

The reform program had a significant impact on the economic development. First, the 

agricultural sector experienced development; transfer of technology took place which 

fueled productivity growth. Moreover, the “opening up domestic and international 

markets has greatly expanded choices, increased value added per worker, and thus 

increased income” (Van Arkadie & Mallon, 2004, p. 257). In terms of human capital, 

the reform enabled investments in basic education which led to today’s literacy rate of 

95% (WBG, 2019i).28 Furthermore, technical as well as professional training spurred 

adaptation of more advanced technologies required for sophisticated goods and services. 

The increasing foundation of small and medium-sized companies enabled income 

opportunities for large parts of the population and reduced poverty. The Đổi Mới reform 

liberalized the Vietnamese market by spurring privatization and changes in ownership 

of state-owned enterprise. This increased competition led to productivity gains. More 

importantly, the reform attracted FDI which enabled the country to leverage on “labor 

intensive industrial exports” and provide “know-how and finance for the fast growth in 

energy exports” (Van Arkadie & Mallon, 2004, p. 260). Overall, the Đổi Mới reforms 

                                                                                                                                                                                              
calculated without making deduction s for depreciation of fabricated assets or for depletion and 

degradation of natural resources.  
28 Adult literacy rate is the percentage of people ages 15 and above who can both read and write with 

understan din g a short simple statement about their everyday life.  
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created a socialist - oriented  market economy and enabled the country to transition 

from a low to a middle-income country.  

On April 12, 2016, the Resolution of the 5-year Socio-Economic Development Plan of 

2016 – 2020 was passed at the 11th session of the National Assembly. The plan followed 

previous initiatives that was implemented during the period of 2011 – 2015 and 

manifested the economic, social and environmental objectives for the country. The 

major goals were GDP growth over the next 5 years by 6.5% - 7% annually and a GDP 

per capita of USD 3,200 to 3,500 USD by 2020. The state budget deficit is supposed to 

be lower than 4% of GDP and total factor productivity will contribute for about 30% to 

35% of economic growth (Thi Kim Ngan, 2016). Further, the goal is to keep 

unemployment in urban areas below 4%. In terms of health care, the objective is to 

employ 9 to 10 doctors, offer 26.5 patient beds for 10,000 people and provide health 

insurance coverage for above 80% of the population. Lastly, the percentage of poor 

households should be reduced on average by 1% - 1.5% annually (Thi Kim Ngan, 

2016). 

The outlook for Vietnam remains overall positive. The country is the fastest-growing 

ASEAN market and significantly outperforms its regional peers in terms of export 

trading activities. Weaker external demand negatively impacted the “export-focused 

manufacturing and processing sectors” (EIU, 2019c, p. 7). However, there is evidence 

that export manufacturing shifted from China to Vietnam due to current trade tensions 

and implemented tariffs on Chinese goods. This shift “will be a major driver for growth 

in both exports and investment by multinationals […] and the export-oriented 

production capacity will offset the impact of weaker external demand conditions in 

2019-20” (EIU, 2019c, p. 7). The EIU (2019c) expects annual average real GDP growth 

rates for the period of 2020 to 2024 of 6.6%.  
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Figure 24: Economic Indicators Vietnam, Outlook (Economist Intelligence Unit, 2019c) 

4.5.3.1. Fiscal Policy 
 

Vietnam’s state budget is comprised out of a local and a central budget. All levels are 

involved in the decision-making process and the state budget is estimated in a bottom 

up and top down approach. However, the National Assembly approves fiscal policies, 

since the country has no independent fiscal institutions involved in the process 

(Ministry of Finance, 2019).  

The policies implemented by Đổi Mới program had a positive impact on the public 

fiscal management. First, the program established a structure to maintain basic fiscal 

discipline with aggregate and detailed fiscal controls. Second, public finance was 

organized in a decentralized manner that manifested autonomy to local governments for 

administration as well as delivery of public services (WBG & Government of Vietnam, 

2017). Third, it established a system of “fiscal transparency and accountability on the 

basis of mutual accountability between executive and legislative branches with the 

support of audit institutions and the judicial system” (WBG & Government of Vietnam, 

2017, p. 8). 

However, during the global financial crises, the country tried to mitigate the adverse 

effects with increasing the public debt level countercyclical. The national debt related to 

GDP slightly increased from 54.72% in 2014 to 59.66% in 2016. In 2017 it slightly 

decreased to 58.2% and in 2018 it reached 57.5% of GDP (Statista, 2019). The 

government’s statutory limit is 65% of GDP.  

% 2019 2020 (f) 2021 (f) 2022 (f) 2023 (f) 2024 (f)

GDP 6.9 6.5 6.3 6.3 6.9 6.8

Private consumption 6 5.7 5.5 5.6 5.6 5.8

Government consumption 6.5 6.5 6.5 6.3 6.1 6.2

Gross fixed investments 9.4 9 9.3 9.2 9.2 9.2

Exports of goods and services 7.1 7.4 7.8 8.5 8.3 7.7

Imports of goods and services 6.9 7.5 8.1 8.7 8 7.6

Domestic demand 7.1 6.7 6.8 6.8 6.6 6.8

Agriculture 2.3 3.3 2.6 2.7 2.6 1.3

Industry 8.5 7.8 7.2 7.4 8 7.3

Services 7.1 6.4 6.7 6.5 7.1 8.1

Economic Indicators 
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Figure 25: Debt to GDP (Statista, 2019), accessed on 23.11.2019 

During the period 2018 to 2021, the fiscal deficit decreased and averaged 3.6% of GDP. 

The GDP is expected to grow due to “robust consumption growth (indirect taxes 

contribute the greatest amount to the public coffers), SOE reform and a push towards a 

leaner government in terms of staffing levels” (Economist Intelligence Unit, 2019c, p. 

6). Nevertheless, the fiscal deficit will further increase during 2022 to 2024, due to 

investment pressure on infrastructure. 

The government experienced increased revenues in the past years, due significant 

economic growth rates. However, the government of Vietnam collected less revenue in 

terms of GDP (WBG & Government of Vietnam, 2017). The revenue fell from 26.4% 

during 2006 - 2010 to 23.4% for 2011 to 2015. The decline in oil revenue (4.8% to 

3.0%), followed by tariff revenue (5.5% down to 4.2%) as well as revenue from 

property sales (2.5% to 1.7%) explain the decrease in revenue collection. The fiscal 

authority implemented preferential tax policies to increase competitiveness, foster 

investments and reduce bureaucracy for companies. They cut the corporate income tax 

rate and raised the level of deductions for family circumstances to personal income 

taxpayers. The measures also included “reducing or exempting agricultural land tax and 

extending the time limit for payment of VAT, corporate income tax and land-use fees” 

(WBG & Government of Vietnam, 2017, p. 13). 
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4.5.3.2. Monetary Policy 
 

In Vietnam, the monetary and exchange rate policy is determined and executed by the 

State Bank of Vietnam (SBV). In reference to the Law on the SBV 2010 and Resolution 

No. 77/2014/QH13 dated November 10, 2014, the objective of the SBV is to  

"manage the monetary policy in a proactive and flexible manner in close association 

with the fiscal policy to control inflation, stabilize macro-economy, support economic growth at 

a reasonable level, and ensure the liquidity of credit institutions.” (State Bank of Vietnam, 

2019, p. 1) 

Furthermore, the SBV is responsible for the interest and exchange rates to ensure the 

value of currency, the Vietnam Dong (VND). The bank managed to control inflation by 

increasing money demand, financial deepening and de-dollarization. The SBV favors a 

transition to a system that employs the inflation rate as a nominal anchor (International 

Monetary Fund, 2018).  

Since the beginning of the 21st century, inflation is a challenge for Vietnam’s policy 

makers. In 2000, the inflation was negative, amounting to 1.71%, but has since then 

spurred to its peak in 2008 when it reached 23.12% annually. In the following year, the 

government was able to decrease the annual inflation rate with respect to consumer 

prices to 7.06%. However, in the subsequent years, the rate went up again, reaching 

another high in 2011 of 18.68%. The government was able to stabilize and decrease the 

rate over the years to a low of 0.88% in 2015, its lowest level since 14 years. In the 

years from 2016 to 2018, the inflation rate remained relatively stable, ranging from 

3.25% to 3.54% respectively (WBG, 2019i).29 Below, a graph illustrates the inflation 

for the period from 1995 to 2018. 

                                                                 
29 Inflation as measured by the consumer price index reflects the annual percentage change in the cost to the 

average consumer of acquirin g a basket of goods and services that may be fixed or changed at specified 

intervals, such as yearly. The Laspeyres formula is generally used.  
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Figure 26: Inflation, consumer prices (annual %) for Vietnam, Data retrieved and adapted from WBG (WBG, 2019i) 

In terms of interest rates, the benchmarking refinancing rate has been cut to 6% in 

September 2019 to bolster the economy, foster growth, and provide access to liquidity 

in the light of weaker demand in international markets (Nguyen Dieu Tu Uyen, 2019). 

The SBV is expected to raise interest rates slowly in 2021 and increase them gradually 

again in 2024 to keep inflation stable and provide a favorable environment for economic 

growth (Economist Intelligence Unit, 2019c). Like other developing markets, the 

country has a long history in terms of implemented exchange rate policies. Since the 

start of the economic reforms in 1986, the country adopted three different exchange rate 

polices. During the 1980s, the country implemented a free-floating exchange rate 

regime. Between 1993 and 1996, the country adopted a pegged system, but the SBV had 

to devalue the currency heavily during the Southeast Asian financial crisis of 1997. The 

SBV introduced a managed floating regime in 1999. In the following years until 2007, 

the nominal official exchange rate was relatively stable with a range for fluctuations of 

+/- 0.25% between 2002 until 2006. In 2007, the SBV conducted changes in the 

exchange rate policy to allow for greater flexibility. Therefore, the economy 

experienced more frequent depreciations (Bui, 2018). According to the IMF (2012), the 

“de facto exchange rate arrangement is classified as “stabilized,” and the de jure 

exchange rate regime is “floating” (Takeda & Ghura, 2012, p. 2).30 It followed a phase 

                                                                 
30 Pursuant to the Decree No. 160/2006/ND-CP of 28 December 2006, Viet Nam operates a floating 

exchange rate mechanism administered by the State Bank of Viet Nam on the basis of the monetary baskets of  
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of depreciation which gradually stabilized after February, 2011. The government 

imposed monetary policy tightening which decreased black market activities and 

increased the confidence (WTO, 2013). In the past years, the currency continued to 

depreciate but in a rather stable manner. In 2018, Prime Minister Nguyen Xuan Phuc 

said, that Vietnam “needs to stabilize the exchange rate and keep it flexible within a 2 

percent band compared with the end of last year,” (Reuters, 2018, p. 1). This implies 

that the economy sticks to its macroeconomic targets even though it faces challenges of 

a devaluation of the Chinese yuan in the phase of the trade conflict.  

Below, the development of the VND to the USD is depicted. 

 

Figure 27: VND to USDVND Chart (XE.com Inc., 2019b), accessed on 28.09.2019 

4.5.4. International Relations 

 

Vietnam’s foreign policy has historically been determined by the relationship to China. 

The country intends to reduce the exposure to the People’s Republic and increase ties 

with countries that face disputes with China as well, such as India and Japan (EIU, 

2019c). The disputes about the Southern China Sea and China’s aggressive unilateral 

interactions created an atmosphere of mistrust. Consequently, Vietnam increased 

defense efforts and military activity, albeit maintaining close economic relationship 

with China. Vietnam’s continued economic liberalization, emphasized by the number of 

                                                                                                                                                                                              
the countries having trade, borrowin g, debt -payment and investment relations with Viet Nam accordin g to 

specific macro-economic objectives in each period (Article 39) (IMF, 2012; and IMF, 2011, Appendix  

Table II.9). (WTO, 2013) 
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FTAs mainly contributes to the fact that the country is benefiting from the current US-

China trade conflict. Politicians “are keen to deepen ties with the US, which sees 

relations with Vietnam as a means of counterbalancing China's regional influence” 

(EIU, 2019c, p. 5). During the period of 2020 to 2024, the country is expected to 

leverage on its ASEAN participation and “ASEAN-led bilateral deals, as well as the 

FTAs that Vietnam has signed with South Korea and the EU” (Economist Intelligence 

Unit, 2019c, p. 6).  

 

Table 4: International Relations Vietnam (Asian Development Bank, 2019) 

Vietnam exported goods and services worth USD 220 billion as of 2017, making the 

economy the 21st largest exporter in the world. The Observatory of Economic 

Complexity (2017) investigated the main export products. These are broadcasting 

equipment worth USD 30.7 billion, telephones in the value of USD 14.9 billion, 

Agreement/Partner Date of Entry into Force

WTO members 11.01.2007

Agreement/Partners Date of Signature Date of Entry into Force

Viet Nam-European Union Free Trade Agreement 08.10.2012 30.06.2019

ASEAN-Hong Kong, China Free Trade Agreement 12.11.2017 11.06.2019

Eurasian Economic Union-Viet Nam Free Trade 

Agreement
29.05.2015 05.10.2016

[Republic of] Korea-Viet Nam Free Trade Agreement 05.05.2015 20.12.2015

Viet Nam-Chile Free Trade Agreement 11.11.2011 14.03.2012

ASEAN-Australia and New Zealand Free Trade 

Agreement
27.02.2009 01.01.2010

ASEAN Free Trade Area 28.01.1992 01.01.1993

Agreement/Partner Date of Signature Date of Entry into Force

Comprehensive and Progressive Agreement for Trans-

Pacific Partnership
08.03.2018 30.12.2018

ASEAN-India Comprehensive Economic Cooperation 

Agreement
13.08.2009 01.01.2010

Japan-Viet Nam Economic Partnership Agreement 25.12.2008 01.10.2009

ASEAN-Japan Comprehensive Economic Partnership 14.04.2008 01.12.2008

ASEAN-[Republic of] Korea Comprehensive Economic 

Cooperation Agreement
24.08.2006 01.06.2007

ASEAN-People's Republic of China Comprehensive 

Economic Cooperation Agreement
29.11.2004 01.07.2005

Agreement/Partners

ASEAN with Pakistan, Eurasian Economic Union, Canada, EU Free Trade Agreement

Vietnam with Ukaine, Pakistan

Regional Comprehensive Economic Partnership

Free Trade Area of the Asia Pacific

Comprehensive Economic Partnership for East Asia (CEPEA/ASEAN+6)

East Asia Free Trade Area (ASEAN+3)

Multilateral Agreements

Trade Agreements under negotiations

Economic Partnership Agreements

Free Trade Agreements
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followed by integrated circuits (USD 14.6 billion), textile footwear (USD 9.5 billion) 

and leather footwear (USD 6.06 billion).31 The cluster machines, which accounted for a 

little less than 50% of exports, transmit-receive apparatus for radio, TV represented 

14% (USD 30.7 billion) of total exports, followed by parts of line telephone/telegraph 

equipment (6.7% / USD 14.7 billion), and monolithic integrated circuits (6.4% / USD 

14.1 billion). Parts and accessories of data processing equipment were further a 

component of the cluster and accounted for 2.3% of total exports worth USD 4.96 

billion. In the cluster “food and headwear”, sports footwear, sole rubber or plastic, 

upper textile represented 2.7% of total exports, worth USD 5.99 billion. 

Below an overview of products and its share in total exports for Vietnam is shown.  

 

Figure 28: Exports Vietnam (Observatory of Economic Complexity, 2017c), accessed 19.10.2019 

Thereby, the USA was with goods and services exported worth USD 46.2 billion the 

most important export destination in 2017. In 2018, Vietnam exported products worth 

USD 49.2 billion to the USA, and until June 2019 goods and services worth USD 30.44 

billion (US Census Bureau Foreign Trade Division, 2019c). China represented the 

second most important export market with merchandise products worth USD 39.9 

billion as of 2017. Third, the country exported products valuing USD 18.1 billion to 

Japan, USD 16.1 billion to South Korea and goods and services worth USD 10.9 billion 

to Germany (Observatory of Economic Complexity, 2017c).  

                                                                 
31 Using the 1992 revision of the HS (Harmonized System) classificat io n 
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Figure 29: Exports in USD billion 

The country imported goods and services worth USD 204 billion, ranking the country 

on the 21st place in the world. The top import products were integrated circuits worth 

USD 15.6 billion followed by telephones (USD 10.2 billion) and redefined petroleum 

worth USD 7.23 billion. Moreover, electrical parts and light rubberized knitted fabric 

represented USD 4.69 billion and USD 4.51 billion respectively.32 In terms of imports, 

integrated circuits accounted for 7.6%, worth USD 15.6 billion, followed by telephones 

(5% / USD 10.2 billion) and machinery having individual functions (2% / USD 3.99 

billion). In the cluster “food and headwear”, light rubberized knitted fabric represented 

2.2% of total imports, valuing USD 4.51 billion. 

Below, the import statistics for Vietnam in terms of products are provided.  

 

Figure 30: Imports Vietnam (Observatory of Economic Complexity, 2017c), accessed 19.10.2019 

In terms of destination, China was the top origin with goods and services valuing USD 

70.6 billion, followed by South Korea with a value of USD 47.7 billion and Japan with 

a value of USD 13.1 billion. Singapore and Hong Kong ranged fourth and fifth with a 

                                                                 
32 Using the 1992 revision of the HS (Harmonized System) classificat io n 
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value of USD 11.8 billion and USD 10.1 billion respectively (Observatory of Economic 

Complexity, 2017c).  

 

Figure 31: Imports in USD billion 

In 2017, Vietnam reported a positive trade balance of USD 15.7 billion of net exports 

compared to a negative trade balance in 1995 of USD 2.29 billion. Thereby, the blue 

line depicts exports and the red line in the graph illustrated imports respectively.  

 

Figure 32: Vietnam Trade Balance (Observatory of Economic Complexity, 2017c), accessed 19.10.2019 

4.5.5. Qualitative Interview  

 

An interview with Mr. Marko Walde, the local director of the AHK in Vietnam was 

conducted. The interview was conducted on August 20, 2019 via telephone. In general, 

a discussion of the current development of the country was initiated. Due to the trade 

conflict between the US and China, Vietnam gained importance as a manufacturing site 

for international operating companies in global value chains. To reduce geopolitical 

risks, an increasing number of business leaders established production sites in the 
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country to bypass the tariffs imposed on China. The situation occurs that Chinese 

companies were selling their goods via Vietnam to international clients. The trade 

conflict for Vietnam is however twofold. In the short run, Vietnam might partially 

benefit, but in the long-term the country might be negatively influenced by the external 

consequences. Moreover, Mr. Walde stated that the country lacks companies that could 

in the short-term substitute the additional demand.  

As advantages of the country, he mentioned the ongoing trade liberalization and 

reduction of tariffs. He pointed out, that in Vietnam, a 100% foreign subsidiary 

company can be founded, a legal matter that stands in contrast to China, where a Joint 

Venture with a domestic company is required. The mentality of the Vietnamese people, 

such as diligence and conscientiousness, are beneficial for international investors.  

However, during the interview, he also pointed out some negative aspects. First, he 

mentioned the weakness of domestic companies and stated that 51% of the economic 

substance and 73% of exports are generated by foreign businesses operating in the 

market. He considers the foundation of the economy, based on communistic ideology, 

as critical. The country is still in the process to develop from a state-controlled system 

towards a liberal and open market system. This process, marked by the participation in 

several international associations and organizations, raised the pressure on local 

enterprises. The fierce competition resulting from an outward economic strategy, forced 

many non-competitive firms to close operations and file for bankruptcy. Still today, 

45% of operating enterprises are fully or partially owned by the government. These 

companies enjoy a constitutional privilege which enables them enhanced access to 

credits and conditions.  

When asked how Mr. Walde considers the future, he is optimistic considering 

impressive growth rates. There is potential for German companies to enter the market. 

The country developed its own private automotive startup manufacturer, called VinFast. 

It is one of the largest private companies in the country and cooperates with BMW. The 

LUX A2.0 and LUX SA2.0 are based on the BMW 5 series. He pointed to the positive 

relationship with German companies, taking into account fierce competition from South 

Korea and Japan.  
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All in all, when asked if the country benefited from international trade, he clearly stated, 

that Vietnam has significantly gained from free cross-border trade. 

4.5.6. Analysis 

 

The country has transitioned from a centrally planned, intensive agrarian market to a 

more market-friendly and diversified economy. The policy measures stated in the 5-year 

Socio-Economic Development Plan emphasized the efforts of Vietnam’s policy leaders 

to successfully manage this transition. The country benefited from a stable political 

system and its commitment to long-term sustainable growth. The young population and 

relatively low inflation rate fostered economic development. The “stable currency, 

strong FDI inflows, and strong manufacturing sector” were drivers for a positive 

economic outlook (CIA, 2019c, p. 1). The economic integration remains an important 

driver for economic development. In 2017, the country successfully hosted the Asia-

Pacific Economic Cooperation (APEC) for the second time in Danang, emphasizing its 

effort to engage, participate, integrate and leverage on free trade.  

As pointed out in the 5-year Socio-Economic Development Plan, the government 

understood the need for further reforms, particular with respect to state-owned 

enterprises, business and financial sector transparency, red tape, and public debt to GDP 

ratio. Moreover, the government needs to address growing energy challenges, and 

infrastructure problems for a demanding middle class (CIA, 2019c).  

The Global Competitiveness Report published by the WEF (2018) points out some 

challenges for the country. First, Vietnam performed poorly in terms of its product 

market, ranking the country on place 102nd out of 140. The economy was little 

diversified, emphasized by its export products. The prevalence of non-tariff barriers 

(124th/140) and the competition in services (103rd/140) hindered the country to gain 

mutual benefits. Second, the pillar business dynamism imposed challenges for the 

country (rank: 101st out of 140). Especially the willingness to delegate authority 

(110th/140) and the insolvency recovery rate (109th/140) is pointed out by the WEF as 

harmful. Third, the skillset of graduates is one of the worst, the quality of vocational 

training as well as ability to think critically, ranking the country 128th, 115th and 113th 

respectively. Fourthly, the ICT adaption needs major improvements. The country 

performed poorly on the segment mobile-broadband subscriptions, indicating that less 
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than 50% of the population subscribed to a mobile-broadband (rank: 101st/140). 

Additionally, less than 50% of Vietnamese were using the internet (88th/140) and are 

subscripted to fiber internet (69th/140) (Schwab, 2018).  

However, the report also points out some positive aspects of the economic environment. 

First, the country ranked 29th in terms of its market size, considering an import 

percentage of 103.6% compared to its GDP (7th/140). Furthermore, the financial system 

(59th/140) was relatively stable and scores high in terms of provision of domestic credit 

for private sector activities (24th/140). The percentage of non-performing loans to the 

overall loan portfolio of 2.3% was also positive, ranking the country on the 39th place. 

Third, the macroeconomic stability (64th/140) provided incentives for international 

investors to engage with Vietnam, considering the low inflation rate (1st/140) as of 2018 

as well as good debt dynamics. Lastly, the health condition of the population was 

considered to be good and the WEF ranks Vietnam in this pillar on position 68th, with a 

healthy life expectancy of 65.9 years (Schwab, 2018).  

4.5.7. Summary 
 

Since the implementation of the Đổi Mới program in 1986 by the Vietnamese 

Communist Government and the 5-year Development Plan, the economy experienced 

rapid economic growth and development. The country managed to transition from a 

Soviet-type centralized and planned economic structure and one of the poorest countries 

to a liberal market that is nowadays a to be lower middle-income country (WBG, 

2019h).  

Through the opening of its domestic market and the participation in free trade the 

economy continued to grow. The country benefited to a great extent from its 

membership in the ASEAN community. The domestic demand and its export-oriented 

manufacturing industry accelerated this development. The extreme poverty rate has 

decreased below 3%. As the labor market environment is favorable, the WBG (2019f) 

estimated that the poverty decreases even further. Moreover, the government increased 

the access to household infrastructure, such as electricity and clean water. In 2016, more 

than 95% of the population in urban areas had access to these services (WBG, 2019h). 
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Nevertheless, the country still faces a number of challenges. The WBG (2019f) pointed 

to the weak external demand, shifting trade patterns, and incomplete banking and SOE 

reforms. Externally, the country is also impacted by the global financial instability and 

the trade war, since China is an important trading partner. The experts of the WBG 

estimated a moderate growth of 6.6% for 2019, due to credit tightening and a decrease 

in private consumption (WBG, 2019h). The outlook for the country remains positive, 

but fundamental challenges need to be addressed by policy makers in Vietnam.  

5. Conclusion 
 

In the 21st century, globalization and ICT progress have increased international cross-

border trade. This development has advanced the share in worldwide GDP and overall 

importance on a global level of emerging markets. The annual GDP per capita growth in 

developing countries, such as Colombia, South Africa and Vietnam has outperformed 

growth rates of developed countries, such as the USA, France, Germany, and Italy.33  

The research question of this thesis was: “What has been the impact of international 

trade on economics growth for emerging markets?” An exploratory case study based on 

an in-depth country analysis of Colombia, South Africa and Vietnam revealed insights 

on economic reforms, industrialization path, and international free trade, explaining the 

economic growth in these markets. The idea of free trade goes back to Adam Smith, the 

greatest advocate of international trade. Adam Smith as well as David Ricardo 

suggested that economies benefit from free flow of goods, Joseph Stiglitz questioned 

that. Existing literature revealed the ambivalent relationship between international trade, 

liberalization and economic growth. Nonetheless, literature as well as international 

institutions, such as the WBG and IMF, suggests that opening the domestic market 

results in economic growth for emerging economies. Through the country analysis, an 

enhanced understanding of the economic development and main drivers for growth was 

gained. Participation in free trade increases competitiveness and enhances innovation. 

The downside of increased competitiveness is that companies who can’t innovate fast 

                                                                 
33 Annual percentage growth rate of GDP per capita based on constant local currency. GDP per capita is product 

divided by midyear population. GDP at purchaser's prices is the sum of gross value added by all resident 

producers in the economy plus any product taxes and minus any subsidies not included in the value of the 

products. It  is calculated without making deduction s for depreciation of fabricated assets or for depletion 

and degradatio n of natural resources. 
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enough have to file for bankruptcy, increasing the government burden. Further, trade 

liberalization efforts were formalized in the Colombia’s Colombia Repunta, South 

Africa’s NDP 2030 and Vietnam’s 5-year Socio-Economic Development Plan. It 

emphasizes the understanding of each government to leverage on the benefits of the free 

flow of goods and services. Policy makers acknowledge that international trade has a 

positive impact on the economy, creates jobs, and increases government revenues. 

Especially the qualitative interviews provided reasons to argue to that the three markets 

have benefited from cross-border trade. The interviews with Mr. Kötschau (AHK 

Colombia), Mr. Aletter (AHK South Africa), and Mr. Walde (AHK Vietnam) gave 

fruitful insights on the current economic situation and growth drivers.  

Besides the business opportunities entailed by globalization, the thesis further revealed 

common challenges for developing countries to leverage on the benefits of trade 

liberalization. For instance, emerging markets often face poor financial environment as 

well as a complex and burdensome regulatory set-up which hinders prosperous 

investments. Weak information and telecommunication technology alongside poor 

infrastructure presented further challenges for most developing countries.  Additionally, 

innovation and productivity has stalled due to “anticompetitive behavior by major 

market players or cartels” (WBG, 2018, p. 1). To complement, the thesis sums up the 

challenges and opportunities for Colombia, South Africa, and Vietnam. 

The Republic of Colombia has made significant progress in the past years and lifted a 

majority of the population out of poverty. The formal end of the drug funded conflict 

enabled the country to leverage on its economic potential. However, the peace 

agreement is volatile and under threat. Recently, Ivan Márquez, a longtime leader of the 

FARC announced the return of the guerilla organization and accused Colombia’s 

government of “betrayel” (Long, 2019). Colombia still heavily relies on commodities 

and world prices. Even worse, the coal dismantled in the country has no future and 

alternatives are required. However, participation within the Andean Community, the 

Pacific Alliance and potential future agreements with EFTA are expected to increase 

economic activities and fuel growth. In addition, the prosperous future oriented 

perspective by President Iván Duque Márquez is favorable for Colombia’s 

development.  
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South Africa’s past has hindered large parts of the population to gain from economic 

growth. The lack of proper jobs due poor education prevented the country to prosper. 

South Africa, like Colombia is heavily dependent on natural resources and volatile to 

world community prices. The government has to decrease its dependency and utilize 

existing capacities more effectively. Employment for large majority of black people 

needs to be created and wages need to growth steadily to increase disposable income. 

President Cyril Ramaphosa's is currently dealing with corruption charges and a 

controversial land reform that would expedite land transfers to the majority of the black 

population. Upon his presidency, he promised to fight corruption and pledged to bring 

“ethics” back to South African politics. Nonetheless, the exact process how it will help 

the poor and spur economic development remains an obstacle (Kliment, Debinski, 

Allison, & Levy, 2019). The corruption scandals with respect to Eskom and other 

companies emphasized homemade problems. More importantly, the fight against 

HIV/AIDS has to gain momentum, another internal situation that halts economic 

development.  

The socialist republic of Vietnam clearly benefited from free flow of goods and 

services. The country experienced impressive growth rates fueled by its engagement in 

international trade. In the short term, the export-oriented economy gains from the 

current trade conflict and leverages on its comparative advantage. Its strong 

participation, within the region and worldwide, leads to economic growth and further 

integration. The ASEAN membership enabled the country to have access to 

international markets, exporting mainly sophisticated technical goods. In addition, the 

country managed to overcome the harmful effects of the long-lasting war and 

transitioned from a communist style country to an investor friendly and attractive 

market.   

To overcome the challenges, the WBG (2018e) pursues a number of strategies. 

Emerging markets have to foster the integration process into global value chains via 

investments and reforms. These countries have to improve logistics, leverage on 

infrastructure, enhance border management and implement efficient customs authorities. 

An effective approach further integrates effective measures against harmful corruptive 

actions by respective authors. All three countries have to fight bribery, which especially 

hurts the poorest. To facilitate trade and economic growth, emerging markets need to 
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participate in international trade at arm’s length condition. This implies that 

negotiations with developed markets need to be fair and at eye level. A global strategy 

for trade liberalization should be manifested in national development plans. This for 

instance, has been successfully implemented by the three markets. Besides a global 

strategy, policy makers need to intensify “the poverty impact of integration policies” 

(WBG, 2019e, p. 1). It implies that reforms need to create inclusive employment 

opportunities for the most vulnerable and small traders in remote areas with a focus on 

woman. Moreover, the WBG (2019e) assists developing, especially low-income, 

countries with multilateral initiatives, such as “Aid for Trade”. These programs 

alongside market and competition policies offered by multinational institutions can fuel 

the integration process. Optimally, these structural reforms are complemented with 

investments into education and health care. A fair and equal tax system that funds a 

social cushion for citizens is crucial for a countries’ development.  

Nevertheless, the analysis revealed how vulnerable these markets are to external shocks 

and the global economic environment. The US-China trade conflict, based on ideology 

and self-confidence by Mr. Trump, is poison for the international community. Both 

leaders are well advised not to engage in saber-rattling, but rather get back to the 

negotiation table. Trump’s speech at the 74th UN general assembly in September 2019 

emphasized the radical change of the current US administration. During his speech, he 

delivered “a nationalist manifesto denouncing “globalism” and illegal immigration and 

promoting patriotism as a cure for the world’s ills” (Borger, 2019, p. 1). He stated, that 

“the future does not belong to the globalists. The future belongs to patriots” (Borger, 

2019, p. 1). The decision to meet early October in Washington to talk about the further 

progress “came after a call between Liu He, China’s vice-premier, and top US officials 

including Robert Lighthizer, the US trade representative, and Steven Mnuchin, the US 

Treasury secretary” (Politi & Mitchell, 2019, p. 1).  

The thesis is limited to international trade and economic growth. The study has not 

established a basis for the relationship between international trade and social 

development. Additional aspects, such as environmental issues are not part of the scope 

and thus have not been addressed. Therefore, future research needs to investigate the 

consequences of international trade on socio-economic development. The consequences 

of global trade, for especially the poorest, have to be identified by scholars to derive 
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more suitable, efficient and effective solutions for policies makers. The environmental 

impact is another field for further research. The international flow of goods and services 

can have a positive as well as negative impact on the environment. Scholars need to 

assess them and recommend proper strategies to overcome the negative externalities. 

Finally, the economic results of the current US-China trade conflict on emerging 

markets can be a fruitful research topic for the future.



 

 
 

Appendices 
 

Appendix 1: Interview Questionnaire 

Interview Structure 

1. Introduction 

Dear Participant, 

First of all, I want to thank you for your participation in this questionnaire. This 

interview will take around 30 to 45min and will cover questions about international 

trade, trade liberalization as well as the economic development of [respective country]. 

The questions are going to be unstructured and generally open-ended to gain a better 

understanding about the current situation in [respective country]. I kindly ask you to 

contribute insights which you think have made an impact on the economic development 

of [respective country]. Once I finish this thesis, I will be happy to contribute my results 

to you by January 2020.  

During the interview, I will take notes to record this interview and later extract relevant 

information for the purpose of writing the thesis. These notes will be delated afterwards.  

In addition, I would like to know, if I can cite you and your full companies name in my 

thesis? If not, I will cite you anonymously. 

If you don’t have further questions or remarks, I would like to start the interview now. 

I want to thank you again for your time and effort 

2. Set of Questions  

What is the current economic situation in the [respective country]? 

Please provide a short assessment of current economic driver, opportunities and 

challenges for policy makers in the [respective country]. 

What are the implications of the US-China trade conflict? 

How do the imposed barriers impact economic activities? 

What are the economic advantages and disadvantages of the country? What is most 

critical? 

Which government policies have fuel economic growth in the past years? 

How did the [respective country] benefit from international trade? What is the attitude 

of the current government in terms of trade liberalization? 



 
 

II 

 

What FTAs are currently under negotiation and/or initiated? 

What is the future outlook? Please identify opportunities and biggest challenges ahead? 

What is your personal advice for the current president? What economic activities should 

he foster and further develop? 

Do you have further comments that would help me to evaluate the economic situation?
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