"Ml You are already Goliar with the term “trade”
=it as a lertiary acivity which you have sindied in
Chapter-8 Chapler 7 of (his book. You know Lhal irade
means the voluniary exchange of goods and
servioes, Two parileés are required Lo tade. One
persan sells and the olher purclhipses. Inoeriain
places, people harier thelr goods, For both the
parties {rade 1s mutually benefictal,
 Trade may be conducted al two levels:
Internatlonal and national. Intermational lrade
is the exchange of gonds and services among
couniries across natlonal boundaries.
Cotntries need Lo tmde to obtain commodiles,
they cannol produce themselves or they can
purchase elsewhere al a lower piice.
© The mitial form of trade in primitive
soctelles was thie barter system, where direct
exchange of soods (ook place, In this system if
vou were a pollerand were in need of a plumber,
vou would hove Lo lpok [or a plumber who
would be th need of pots and you could
exchange your pots for his plumbing service,

Evary January after the harvest saasen Jon Beel Mala
takes place in Jagiroad, 35 km away from Guwshati
and it = possibly the only fair In India, where barter
systam is still alive. A big marks! is organised during
ihis fair and peopie from various tibes and communi-
fie= exchange their prodlcls.

The difficulltes of barier sysiem were
overcome by (he introduction of money, In the
olden ttmes. before paper and cotn curTency
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came inlo being, rare objects with very high
inirinsic value served as money, like,
Ninis{ones, absldian, coirie shells, lger's
paws, whale's (eelh, dogs leeth, sKins, [urs,
callle, rice, peppereamns, sall, small tools,
copper, silver and gold.

welejilfe ] Crieh

The word salary comes from the Latin woed Safanium
which means payment by sall. As in those limes
producing sall from sea water was Unknown and could
onfy be made from rock sall which was rare and
axpensive; Thal is why it became a mode of paymant.

HISTORY OF INTERNATIONAL TRADE

In anclenl Umes. transporiling goods over long
distances was risky. henice trade was restricled
Lo Incal markels. People then spenl most of thetr
resolirees on basic necessitles - food and
clothes. Only the rich people bought Jewellery,
costly dresses and this resulted in rade of
luxury ilems.

The Silk Route 1s an early example of long
distance trade connecting Rome (o China —
along the 6.000 km roule. The raders

transported Chinese siik. Roman wool and:

precious methals and many other high value
cormmiodities from mtermediate patnts mdndia,
Persia-and Ceniral Asta.

After the distnlegration of the Roman
Empire, European commerce grew during
iwelfth and thirteenth century with the
developmen!. of ocean going warships trade
between Earope and Asta grew and the
Americas weir discovered.

Filleenlh cenlury oowards, Lhe Eurepedan
colorgalism began and along with trade of exotic
commodities, ‘a new form ol trade emerged
which was calléd slave trade. The Partuguese,
Dutch. Spantands, and British captured African
nattves il lorcefully tmnsporied them Lo the
newly discovered Americas for Lietr labour in
the plantations, Slave trade was a lucrattve
bustness for mare than two hundred years ull
it was abolished tn Denmark tn 1792, Greal
Britatm 1807 and United Stales in 1808,
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Figure &3 : Adverilsement for Sigoe Aucilon, [820

This Amernican stave aucbon advertised slaves for sale
or temporary hire by their owners. Buyers often paid as
miuches $2,000 fora Ekﬂfad. healthy slave. Such auc-
nmyafwhnmnave:ﬁw their loved ones again.

Aller the Industrial Revolution the demand
for raw matertals like gralns, meal, wool also
expanded, bt thetr monelary value declined
in relation to the manufactured goods,

The tndusirtalised natons lmported
primary productis as raw materials and
exporied the value added Anished products
back lo Lhe non-tndusiralised natlons.

I the laler half of the nineleenth century,
regions prodilcing primary poods were no more
tmportant, and industrial nations became each
other’s principle customers.

Durtng the World Wars | and I, countries
imposed t(rade taxes and quantlitalive
restrictions for the first time, During the post(-
war period, organisallons ltke General
Agresmen| for Tarllfs and Trade {which later
became: the World Trade Organisation), helped
in veducing tarifl’

Why Does International Trade Exist?
Intermation:] trade s the resull of spectalisation

_,_,_.___

tn production. It benefils the world economy i M‘ é‘g
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different countriés practise speclalisation and
division of labour in the production of
commadiles or provision of services, Each kind
ol speciallsation can pive rise (o trade, Thus,
Inlemaiional irade is based an the princple of
comparalive advaniase. complimeniarily and
transferabiily of goods and services and In
principle, should be mutually beneficial (o the
trading partners.

In madern limes, irade ts the basis of Lhe
world's economic organisatlon and Is relnted
Lo the faretgn pollcy of nalions, With well-
developed transportation and communication
syslems, no country s willing lo forego the
benefils dertved (rom participalion In
international trade, '

Basis of International Trade

) Dhfference in national resources: The
world's national resources are unevenly
disiributed because of differences o Lhelr
physical make up 1e. geology, relief soll
and climale.

(a) Geologioal structure: I delermines
the mineral resource base and
lopographical differences ensure
diversity of crops and antmals
raised. Lowlands have greater
agricultural potential. Mouniains
altract lourisls and promole
lourism,

(b) Mineral resources: They are

- unevenly distributed the world over.
The avallability of mineral resources
provides the basts for industrial
development. '

fe) Climate: Il mfluemees the type of lora
andd fauna that cansuvive in a given
reglon. It also ensures diversity In
the range of various producis, c.g.
wool production can lake place In
cold reglons, bananas, rubber and
cotod can grow in bopleal reglons.,

() Population faciors The stze, distribution

and diversity of people between countries

affect the type and volume of goods
traed.

fa) Cultural factors: Distinctive forms of

art and crafl develop 1n ceriain

Fundlamemizis qf Heman Geograpiy

cultures which are valued the world
over, eg, China produces Uie finest
pearcelains and brocades. Carpets of
Iran are famous whitle North Afrcan
leather work and [ndonesian batik
cloth are prized andicralis.

(b} Size of population; Densely
populated countries have large
volume of inlemmal (rade but litUe
exiernal trade hecause most of the
ngriculiural and Indusirial
production = consumed in the local
markeis, Standard of lving of the
papulation determines the demand
for betler quality miported products
hecanse with low standard ol Bving
arily a few people can afford Lo buy
costly unparted goods.

() Stage of economic devpelopmeni: Al
different sfages of economic disslopment
of countries, the pature of ilems traded
underge changes. In agriculturally
important cotmiries, agro products are
exchanged for manufactured goods
whereas industrialised natlons export
mwachinery and finished products and
imporl food grains and other raw
malenals.

(v} Extent of forefgn intesiment: Forelgn
investinent can boost (rade tn developing
countnes which lack tn capilal required
for the development of mining, ol dniling,
heavy engineering. lumbering and
plantation agriculture. By developing
siich capial Intensive Indusbries In
developing countries, the tndustnal
natlons ensure tmport of food stuils,
minerals and creste markets for their
fimshed products. This entire cycle steps
up the volume of trade between nations.

v} Transport: In olden times, lack of
adequate and efllctent means of tmnsport
restricted trade to local areas, Only high
value fiems, e.g. gems, silk and spices
were traded over long distances. With
expanstons of rall. ocean and atr
transport. better means of refrgeration
and preservaiion, trade has experienced

spaiial expanston.




Balance of Trade

Balance of trade records the voluine of goods
and services impotted as well as exported by a
couniry to other countres. I the value of
imparts 1s more than the value of a couniry’s
experts. the couniry has negalive or
unfavourable balance of trade. If the value of
exports s more Lhan the value ol iImports, then
the couniry has a pésitive ar favourmble balarice
ol trade. '

Balance of trade and balance of payments
have serious mmplications for a couniry’s
economy. A negative balance would mean that
the country spends more on buving goods than
IL can earn by selling t=s goods. Thts would
ultimately lead to exhausion of ils financtal

Types of International Trade

Intemattemal trade may be categornsed tito two
types:

fa) Bilderal trade: Bilateral trade 18 done
by two countries with each other. They
enter into agreemend Lo trade specified
commoditics amongst them. For
example. conntry A may agree (o trade
somme raw material with agretment o
purchase some other specifled Hem o
counlry B ervice versal
Multi-lnieral trade: As'ihe lenn suggesis
mullt-lateral trade Is conducled with
imany irading counires. The same
country can tade with a number of
other countries, The country may also
grant the status of the "Most Favoured
Nittton™ (MFN) on some of the trading
PArtners.

{b)

Case for Free Trade

The act of openingup economtes for trading is
known as free trade or trade ltberalisation. This
1= done by bringing down trade barniers like
tariffs. Trade Uberalisatlon allows poods and
services [rom everywhere Lo compete wilh
tlomeslic producls and sepvices:

Clobalisation along with free trade can
aifversely affect the economles of developing
coumiries by not giving equal playing fleld by
mmposing conditions which are unfavourmable.
With the development of transport and
communicalion sysiems goods and services can
travel [asier and (arther than ever before. Bul
free trade should nol only lel deh countries
enter the markels, butl allow (he developed
countries 1o keep Lhelr ovwn markets protected
from foreien products.

Couniries also need to be cautions aboul
dumped goods: as along wilth [ree Lrade
dumped goods of clieaper prices can harm (he
damsstic prcfucers.

Dumping
The prattice of selling a commadity in two
colntrles &t 3 price thal differs for reasons
/ tiot related to costs is called dumping.

Panel to study
anti-dumping
duty on shrimp
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w[ctivity
Think of some reasons why dumping is becoming a
sefious concern among frading nations?

World Trade Organlsation

In 1948, to liberalise (he world from high
customs lanfis and various other lypes of
resirietions, General Agreement for Tanlfs and
Trade (GATT) was formed by some countnes.
Im 1984, 1t was decided by the member
couniries losel upa pﬁ1uam:nl insiitution for
toaking afler the promotion of free and fair trade
amongs| natton and (he GATT was transformed
into the World Trade Organtsation from 1=
January 1995,

WTO is the only Inlenational ofgantsation
dealing wilh the global riles of trade between
naltons. I sets the riles for the global (rading
syslem and resolves dispules beltween s
member natlons. WTO also covers trade In
services, such as lelecommunicalion amd
banking, and others 1ssues such as inlelleciual
rghis,

The WTO has however been crtctsed and
opposed by (hiose who are wormied about the
cifects of free (rade and economic globalisation.
It 1s argued thal free trade does nol make
oridtnary people’s lives more prosperous. (i fs
actually widentng the gull between rich and
poor by making rich couniries more rich. This
is becanse the influenttal nations in the WO
focus on thelr own commercial inlerests:
Moreover, many developed countries have not
fully opened their markels (o products from
diveloping countries. I 18 also argued that
1ss11es af health, worker's nghis, child tabour
and enviromment are ignored.

reffe) ¥ e )

WTC Headquarters are localed in Geneva, Switzerdand.

164 couniries were members of WTO as on December
2016

Indiahas been o of the founder mermber ol WTO.

74  Funclamsminls f Hremin Geoeprupdi)

Reglonal Trade Blocs

Regonal Trade Blocs Have come up tn order (o
encoarage (rade belween countries with
geographical proximity. simtlarity and
complementanies in irading tems and to curbh
restrictions on trade of the developimng world.
Today, 120 regfonal trade blocs generate 52 per
cent of the world trade. These trading bloes
developed as a response o the (aflure of the global
oreailsations (o speed up hiras-reglonal rade.

Though, hese replonsl blocs remove rade
tariffs within the member nattoms and
encourmge ree (Fade. In the future 1L could g=t
Increasingly difficull for fiee trade o take place
between different trading blocs,

Concemns Related to International Trade

Undertaking internalfonal trade 1s mutually
benefictal to nations 11 leads (o regional
specialisation, higherigvel of production, better
standard of Iving worldwide avatlability of
gnods and serviges, equallsation of prices and
wages and diffusion of knowledge and culture.

International irade can prove (o be
detrimenial o natons of 1t leads 1o dependence
on olther countries. uneven levels of
development, exploftallon, and commercial
rivalry leading Lo wars. Global trade allects
many aspects of life; 1L can Impact everything
frotn the eoviccmment Lo health and wedl-being
ol the people around the world, As countries
compele to ttade more, production and the ase
ol matural resources spiral up, resources gel
used up faster than they can be replentshed.
As g result, maring lile ts also depleiing fast.
forests are betngcnt down and river basins sold
off (o private drinking water compantes. Mult-
national corperations trading in oil. gas mining,
pharmaceuticals and agri-business keep
expanding thetr operations al all cosis creating
maore pallution— thelr mode of work does not
[ollow e norms of sustalnable developiment.
Il srzanisallons are geared only Lowards proflt
making, and environmenlal and health
cancens are nol addressed, thes U could lead
to sertous implications tn the future.
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GATEWAYS OF INTERNATIONALTRADE
Ports

The chief galeways of the world of international
trade are the harbours and poris. Cargoes and
travellers pass from one part of the world to
another through these pons.

The ports provide facilities of dockine.
loading, vnloading and the storage facthitles for
cargn. in order to provide these facilities, the
pert authorities make armangemenis for
matntatning navigable channels. arranging tugs
and barges. and providing labour and
managerial services: The Imporiance of a port
is judged by the size of cargo and the rumber
of ships handled, The quantity of cargo handled
by & pert is an indicator of the level of
development of #ts hinterland.

Fig. g.3; san Francisco, the largest land-locked
harbour n the worid

Types of Port

Generally, parts are classtiied according (o the
tvpes of traffic which they handle,

Types of port according lo cargo handled:

{1 Industrial Porls: These poris specialise m
butk cargo-like grain, sugar, ore, oll,
chemicals and similar malerals.
Commercin! Poris: These ports handle
general cargo-packaged products and
manufaclured good. These porls also
handle passenger (raffic.

()

Fig. 8.4: Leninprad Commerclal Port

() Comprefensive Ports: Such ports handle
bulk and general carge In larpge volumes.
Most of the world’s greal poris are
classified as compreliensive ports.

Types of port on the basis of location:

) Intand Ports: These ports are located away
from the seacoast. They are Unked to the
sea through a rver ora canal. Such poris
are accessible to flal bottom ships or
banges, Forexample. Manchester ts Inked
with a canal: Memphis is localed on the
river Mississippi; Rhine has several poris
ltke Mannheim and Duisburg: and
Kolksta is located on the river Hooglt, a
branchal the fver Ganga.

Chui Ports; These are deep waler paris bulli
away from the actual ports. These serve
the parent poris by recetving those ships
which are unable to approach them due
o their large size. Classic combination.
for example, is Athens and its onl pori
Piraeus in Grecoe.

fif}

Types of port on the basis of spectalised
lunctons:

il il Poris: These poris deal in the
processing and shipping of ofl. Some of
these are tanker poris and some are
refinery poris. Maracaibo in Venezuela.
Esskhira in Tuntsta. Tripolt tn Lebanon are

{anker poris. Abadanon the Gulfof Persta 7

is a refinery pori.

ntermnttondl Tmda
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) Parts qf Call: These are the ports which

ariginally developed as calling poinis on
matn sea roules where ships used Lo
anchar for refuelling, watering and laking
food ttems. Laler on, ey developed tuio
commercial ports, Aden, Honolulu and
Singapore are good examples.

Packet Station: These are also known as
Jerry ports. These packet slillons are
exclustvely concerned wilh the
irmmsporiallon of passengers and matl
across waler bodles covering short

)

other across the water body, e.g. Dover' in
England and Calals in France across the
I-?a:tgﬂ.-ilﬂtmtmtl.

countries for I:EIJm'L Stngaptmz 15 an
entrepol for Asta. Rotlerdam (or Europe.

and Copenhagen for Lhe Baltic reglon.
Naral Ports; These are parts which have

anly stralegte impariance, These poris

- serve warships and have repatr workshops

for them. Kochl and Karwarane examples

distances, These statlonis otcur In palrs of such ports In India,
located tn such a way (hat they face each
EXERCISES

1. mmcmmﬁmutmmmmmmmm

il Most of the worlid's greal purts are

fa) Naval ornis
bl il Toris

trade?,
(a)  Asin
bl North Amierica

il

ehnasifien s

&)  Comprehensive Poris
(i Industrial Ports
i) Which one of the following continents bias the masdmum flow of glotul

(el

Enmpt-

(1] Mﬂt..-l.
2.  Answer the llowing qunﬂ.lmm in sbant 30 words:
fj  What ts the basic function of the World Trade Organtsation?
(H Wiy is it detrimontnl for o notion (o hnve negitive balanes of paymonts?

What Hencfits do natiens get by fomming trading hlocs?

3. Answer the following questions i ool more thor 150 waords:
1) How are ports helplol for trade? Give 2 elnssfication of ports on the basis

of thefr location.

il :fﬁ&r.dn mations gaip from internationnd Trade?




