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Tal>le 1: 'DIFFERENCE BETWEEN DO'MESTIC AND IN'fERNA~FIONAL 'fRA.DE 
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Basis 

Nationality of 

Bu yen; and Sellers 

Nationality of 

Other 

Stakeholders 

• 'Dom~stic 1rf'$de 

Under this person of one nation work 

in their respective dornestic market. 
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,I. 
I 

' I i· • 
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t·nterna,ioilal Trade 
I !l 

I J 

Under this person from different 

nations works in the intemational 

market. 

Stakeholders like supplier.s~ producers, 

.. • employees, Midd,leman, etc.,. are of 

. different' nations 

''I 



Mobility of 

Factors of 

Production 

Heterogeneous 

Customers 

Risks 

Policies 

Currency 

Factors of production like capital and 

labour are 1uobile across one nation. 

Usually, custon1ers are ho111ogeneous 

in the do 1nest'ic market 

Under this one nation is subject to the 

political risk of its respective nation. 

These are subje-ct to different policies 
I 

and regulations, laws o_f a single 
- . 

nation. 

Only one currency is ,in~olved~11 
I 

,. 1
1 I ;J iJi' II ,ril 1·11 I 

1 11 I 

Factors of production like capital and 
I 

I 

labour are mobile across the different 
I. t' na ·1on. 

111 , 
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Custo1ners are ~pt hbino geneous in the 
I I , lli 

international market"due to a different 
' I I\ II I 

religion, caste, language, etc. 

This may &e a barrier to international 

trade as different nations have 

different political risks.· 

These· are subject to different policies 

and regulations, laws of multiple 

nations. 

There is involvement of more than one 

currency. 



ADV ANT AGES OF INTERNATIONAL TRADE: 

The foHowing are the n1aj0•r gains clabned to be emerging from intetnationa:1 trade: I' 1i 
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1 I' leads to the optimum allocation of world ~s resources, making it possible to make t_.he most ,l I, . 

I,; Optimum .Alloc.ation: lnten1ational specialization and geographical division of Jabour 
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1 Gains of Specialization: Each trading country gains when the total 0utput increases as a 
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;1 .I:, :ii ::1 ·llvesJtt ;1o~dirtis~on iof1!abour :and s~ecia'lization. These gaT
11 
J 1are11 i~ t~e' lfotm of1more aggregate 
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production, larger number of varieties and greater diversity of qualidtrs ~f goods ·that become 
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" 1awilable. for co111sumpiio:n 1n •ea.ch ciuntry as a result of tntema1 , tionar #We~iil:, 1 
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3. Enhanced Wealth·: Increase in the exchang~abl~ value of ·.possessions, .mea~ of 
enjoyment and wealth of each ttading country. 

I • 

4. Larger Output: Enlargement of world's 11aggrega.te output. -' - ! 11 I' I • . • 

5. Welfare Contour: Increase in; 1lt~~ I wdr1
1
d's pros~rity and eCOnomic welfare of eacii .'I- ., .. I 1 • , ii --

! I ' j I trading nation. 1 -

~.Cultural Values: Cultural excha~pge,i~)1 .~ies· ~moiig"'different ~untries develop when tliey 
' I I I ", : { _, 

enter into mutual tradipg. 
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- ' • II I ' : ,.· II·; 11 1lf 11 I I • s ..... "cs'-c, SC".:: ;_'-"'-'-7. Better International Politic,: lntema rfnal trade, 

1 
relations ~el~ m ~tno~g 

mtcemational politicalrelations.
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-8 .. D,aling with Scarcity; A 1countey can easily solve 1 ·1 , Qf ni-w materials 
o;r food through imports. 'I • . I, I 
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9~ Adva·ntAgeous Competition: Competition from foreign goods in the domes.tic market 

tends to induce home producers to become more efficient to improve and maintain the quality 

of their 1prdducts. 

10. L1arget sm of Market~ Because of foreign trade, when a country's size of market 

, expands, domestic produce~s can operate on a larger scale of prod~ction which results in 

further •economies iof s,calr ~d tints, cat) promote development. Syri
1 
chroni¥d application of 
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,1' ' . in¥eS'tm~nt lo many indllstri s 1s·irnultaheously become possible. ~r~is he~ps[ industrialization 
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DISADVAN'F1~GE~11{)F I~JERN4TIONAL TRADE: II I' 
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When a c-0untry plac~slundue i 11i1ance on, foreign trade, 'there is a likelihood of the following 
1 t~JI I I I • 

disadvantages: I 11 
1 I 

I 
1. E~ustion of Resouttes: When a country has larger and continuous exports, her 
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,I I h ed '1 d • essenha1 raw mat. ena an . mmera s m~ get ex aust . , un ess new resources are tappe . or 
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developed ( e.g., the near-exhausting oi'~J re~purc~s of the ~il""producin,g .countries). . 
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2 .. B.low to In. fant Industry: Foreigili.'c. Q~pefitio.n may. adversely affect new and ·developing. 
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infimt industries at home. • \ f \ii1}\/\J, : • • . · 
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3. Dumpmg: Dumpmg tactics resorted ~,(!1~~'
1
aj!~J;~r,~,~ co,w1tr1es ~y harm th~ developmen~ 

of poor countries. :I 'I''. j i:,:1i" 1 .: 
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4. D1ven1ficati~n of Savings: A

1 

,high ~11opens1~$ to import 1:"11Y cau~e teduction m the 
domestie savings of a ~untry. This mar adversel~ affect h~~

11

f~te of capital ~nnation and 1he 

process of growth. ,j I I I ' : • i1 1! 1\ J· , , . . . 
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S~ Declining Domntic ICmploymentr 11µnder foreign tr~~'t ! ~q~iil i 'M ~lmtry tends to 
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economy. When .co,un.tries ~end ~o 'b~ int,efdepe.nd~n,t~' their ~e~wil? .~1~io II inc,te~e.ndence 1s 
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