S Unit Iv International Trade
|- repzy .
Geography : India People And Economy

¢ |nternational Trade

International Trade

International trade is the exchange of goods and services across national boundaries. It allows countries to
obtain commodities they cannot produce themselves or to purchase goods at a lower price from other
countries. Historically, trade began with the barter system in primitive societies, where goods were exchanged
directly without money. Over time, trade expanded from local markets to long-distance routes such as the Silk
Route, which connected Rome to China over 6,000 km.

From the fifteenth century onwards, European colonialism introduced new forms of trade, including the slave
trade. The Industrial Revolution increased demand for raw materials like grains, meat, and wool, which
industrialized nations imported as raw materials and exported as finished products to non-industrialized nations.
International trade is based on principles such as comparative advantage, complementarity, and transferability
of goods and services, aiming to be mutually beneficial to trading partners.

Basis of International Trade

The basis of international trade includes several factors:

o Difference in National Resources: Resources are unevenly distributed globally due to geological structure,
mineral resources, and climate, influencing the types of goods produced.

e Population Factors: The size, distribution, and diversity of populations affect the volume and type of goods
traded. Cultural factors also influence trade, as certain cultures produce unique goods valued worldwide.

¢ Stage of Economic Development: Different stages of economic development affect the nature of items
traded.

¢ Extent of Foreign Investment: Foreign investment can boost trade in developing countries by providing
capital for industries like mining and agriculture.

e Advancements in Transport and Preservation: Improvements in rail, ocean, and air transport, along with
refrigeration, have expanded the spatial reach of trade.

Types and Aspects of International Trade

International trade can be categorized into:



e Bilateral Trade: Trade between two countries based on agreements to exchange specified commodities.
e Multilateral Trade: Trade involving multiple countries, often granting "Most Favoured Nation® status to some
partners.

Important aspects of international trade include volume, sectoral composition, and direction of trade. The
balance of trade records the value of imports and exports; a negative balance occurs when imports exceed
exports.

Trade Liberalisation, Dumping, and Globalisation

Trade liberalisation refers to opening up economies by reducing trade barriers such as tariffs, allowing goods
and services to compete freely. Dumping is the practice of exporting goods at prices lower than the home
market or production cost, which can harm domestic industries. Globalisation is the increasing integration of
economies through trade, investment, and technology.

Impact of the World Trade Organisation on Global Trade

The World Trade Organisation (WTO), established in 1995 replacing the General Agreement on Tariffs and Trade
(GATT), sets global trade rules and resolves disputes among member nations. It covers trade in goods and
services, including telecommunications and banking, and addresses intellectual property rights. WTO promotes
trade liberalisation and fair competition.

Concerns and Challenges of International Trade

While international trade fosters regional specialisation, improves living standards, and promotes cultural
exchange, it can also lead to dependence, unequal development, and environmental degradation.
Unsustainable resource exploitation by multinational corporations causes deforestation, marine depletion, and
pollution. Sustainable development and addressing health and environmental concerns are essential to mitigate
long-term negative impacts.

Seaports as Gateways of International Trade

Seaports and harbours serve as chief gateways for international trade, facilitating the docking, loading,
unloading, and storage of cargo. Port authorities maintain navigable channels and provide necessary services
such as tugs, barges, labour, and management. Ports are classified based on cargo type (industrial or
commercial), location (inland or out ports), and specialised functions (oil ports, naval ports, entrepot ports).

Exam-Oriented Questions and Answers



What is international trade and why is it important?

International trade is the exchange of goods and services across national borders. It is important because it
allows countries to obtain goods they cannot produce themselves and to buy products at lower costs,
promoting economic growth and development.

Explain the basis of international trade.

The basis of international trade includes differences in national resources, population factors, stages of
economic development, foreign investment, and advancements in transport and preservation technologies.

What are bilateral and multilateral trade?

Bilateral trade is trade between two countries based on agreements to exchange specific goods. Multilateral
trade involves multiple countries trading with each other, often granting "Most Favoured Nation” status to some
partners.

What role does the World Trade Organisation play in global trade?

The WTO sets global trade rules, resolves disputes among member countries, promotes trade liberalisation, and
covers trade in goods, services, and intellectual property rights.

How can international trade be detrimental to some nations?

International trade can cause dependence on foreign markets, unequal development, and environmental harm
due to unsustainable resource exploitation.

Why are seaports important in international trade?

Seaports act as gateways for international trade by providing facilities for cargo handling, storage, and
transportation, enabling efficient movement of goods across countries.

Solved Examples

Example 1:

Question: Explain how the principle of comparative advantage influences international trade.



Answer: The principle of comparative advantage states that countries should specialise in producing goods they
can produce more efficiently and trade for goods that other countries produce more efficiently. This leads to
mutual benefits and increased overall production.

Question: What is the significance of the Silk Route in the history of international trade?

Answer: The Silk Route was an ancient trade route connecting Rome to Ching, facilitating the exchange of luxury
goods over 6,000 km. It is significant as an early example of long-distance international trade.

Practice Set

e Define international trade.
e What is bilateral trade?
e What does WTO stand for?

e Explain the impact of trade liberalisation on domestic markets.
e Describe the role of seaports in international trade.
e What are the main bases of international trade?

e Discuss the environmental concerns associated with international trade.
e Analyse how foreign investment influences trade in developing countries.
e Explain the difference between balance of trade and balance of payments.

Answer Key

International trade: Exchange of goods and services across national boundaries.

Bilateral trade: Trade between two countries based on agreements.

WTO: World Trade Organisation.

Trade liberalisation impact: Reduces tariffs, increases competition, may challenge domestic industries.
Seaports role: Facilitate cargo handling, storage, and transportation in international trade.



e Bases of trade: National resources, population factors, economic development, foreign investment,

transport advancements.

e Environmental concerns: Resource depletion, pollution, habitat destruction.

e Foreign investment influence: Provides capital, technology, and infrastructure boosting trade capacity.

¢ Balance of trade vs balance of payments: Balance of trade records exports and imports of goods and
services; balance of payments includes all financial transactions including investments and transfers.

Quick Reference

International Trade: Exchange of goods/services across countries.
Comparative Advantage: Specialisation based on efficiency.
Bilateral Trade: Trade between two countries.

Multilateral Trade: Trade among multiple countries.

Trade Liberalisation: Removal of trade barriers.

WTO: Global trade regulatory body.

Seaports: Gateways for international trade.

Balance of Trade: Difference between exports and imports.

Glossary

Barter System: Direct exchange of goods without money.

Comparative Advantage: Ability to produce goods at lower opportunity cost.
Dumping: Selling goods abroad at lower prices than domestic market.
Globalisation: Integration of economies through trade and investment.
Tariff: Tax on imported goods.

Most Favoured Nation: Trade status granting equal trade advantages.
Entrepot Port: Port where goods are imported, stored, and re-exported.
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Initial form of trade within local markets

Early example of international trade over 6,000 km

Expansion of trade and new trade forms

Shift in trade patterns between industrialised and non-
industrialised nations

Effort to liberalise global trade

Global trade regulation and dispute resolution



Impact on GDP: Trade as a major
component of national economic growth.
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