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Abstract

Trade wars and intense competition between superpowers create a wide range of economic impacts
around the world. According to the study of Jong-Wha Lee and Phillip Swagel (1997), our hypothesis states
that non-tariff measures between two superpowers consisting of the countries in the North-West and the
countries in the North-East may not reduce the global economic growth. The geopolitical conflicts may
encourage international trade among the same group of countries, and trade competition among the
Northern countries in may benefit the Southern countries. The Double Backbone North-South Growth Model
is developed in this research, and the empirical evidences obtained from the model support such hypothesis.

A Double Backbone North-South Growth Model developed in this research is based on a conceptual
framework that describes the changes in economic structure and the changes in economic growth with the
possibility of bias growth between countries. Countries in the North-western bloc have developed more
technological innovation than those of the countries in the North-eastern bloc and the Southern bloc,
respectively. According to the Kaldorian Growth Model, the natural rate of growth depends on the external
factors as well as the parameter representing the level of technological advancement, while the capacity
utilization rate is determined by the demand side factor according to the Kaleckian Growth Model. Our model
indicates the possibility of multiple equilibria under some conditions. The results of the empirical study
obtained from the Random Effect Model reveal that the findings are consistent with theoretical model in
many aspects, except that the real exchange rate is not statistically significance as suggested in the theory.
Countries in the southern bloc such as India and Thailand can get partial benefits from the geopolitical
conflict. India benefits from the global supply chain problems. The Southern countries, both India and
Thailand also get benefits from the imports of technological and innovative products such as ICT related

products.
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There are many factors that have a causal relation with the economic growth in the Northern
countries, but the main factor is the growth rate of consumption. The rate of change in the International
Geopolitical Risk Indicator has the greatest impact on the growth rate between EU and Russia compare to the
other countries in the Northern Bloc.

In the overall picture, the growth of capital investment is one of the most important factors driven
economic growth in the selected countries. Thus, the public policies used to promote investment in
innovative industries can support productivity should be focused most; however, the Double Backbone
North-South Growth Model developed in this research points that the capital accumulation and productive
capacity accumulation may create an over-determination problem when the country pursue the balanced

growth.
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