Decoupling and the Flat World theory – 21 Nov 07

The term “decoupling” is often used nowadays to describe how the emerging markets seem to be disconnected from the developed economies and are no longer dependent on them anymore.

But as I’ve argued before, this is probably not really the case because the ‘volume and value of all these domestic operations depends on the role the country’s producers play in the global economy’.

Kay also raised the issue of having to choose between the term ‘decoupling’ and the ‘flat world’ to describe what is happening in the world now.  The flat word term was coined by Thomas Friedman, in his book ‘The World is Flat’, which describes how barriers have been broken down in the world allowing people, businesses and countries to compete with each other on a level playing field.

He said that if he were to choose between both words, he would choose the flat world theory to describe the changing world.  ‘The collapse of communism and economic reforms in China and India have brought about the integration of large sectors of economic activity that were once largely divorced from the global market economy’.  This he argues is the ‘most important, and beneficial, economic change of our time’.

Oil prices

The futures prices for crude oil hit a record closing high just above $98.  This has been fuelled by supply concerns and cold weather in north-eastern states in the US.
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