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nterational Trade Theories

1.1 The Major questions
1.2 The basis for trade

1.3 Limitations of trade theories
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| nte@mnal Trade Theorles

The main questions on which classical and
neoclassical theories focus are:

Why do countries import and export the sorts

of products they make and at what relative
prices of terms of trade?

How are these trade flows related to the
characteristics of a country and how do they
affect domestic factor prices?

What are the gains from trade and how are

they divided among trading countfﬁes/;fmf %Mf’
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1.2 The basis fortrade

1. Absolute advantages

2~ Comparative advantages
3. Trade based on monetary
costs differences

& Asaghrs

L 995 0.,0.0000080000000000.00000000,00000000,0000080000000900.00000000,00000000,0000000,0.000000000000p00000000p000
BB ETRINERZLSHE
=) s A= K



mitations of rade theories
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These limitations result from its simple assumption of the
model.

The key assumption is that the factors of production (land,
labor, and capital) are immobile between countries;
Another is perfect information exists as to international
trade opportunities;

Also, the model assumes perfect competition does not
allow monopoly or oligopoly.

Probably the most important limitation is that it sees the
business enterprise simply as a black box “converting
Inputs into outputs and fully described by Its productlon

function”.
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Product Cycle Model
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The model suggests that firms innovate new products
at home and in relation to home market.

In the new product stage, the product is manufactured
In the home country and introduced into the foreign
markets through exports. In the mature product stage,
the product has become sufficiently standardized that
price competition becomes important. As costs
factors begin to dictate that foreign markets be
serviced by local production and foreign
manufacturing facilities be established. Generally in

other high-income country. {lﬁ_ Mk e 5hr A4
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:’:_"«’” Determmants of
‘ lational Competitive Advantage

O @ @ | 5 5 a @ ( 0-.-.-.-.-....-.O.-‘...‘-.“‘...-‘.Q-....“0-.-....-‘O‘-‘......—‘-...“Q‘-G...‘-’

Chance

: \ i
Company Strategy,
Structure,

and Rivalry
N 4

Two externa

fac’rors tha | Factor Demand |
IO IR [ Conditions [ Conditions
four N 4
determinants§\.

Related
and Supporting
Industries

Government

EE R



(1) EREEAREANMETIZA—KT R

(2) WERZLERFEETT T RFIEHHEITE
B

(3) RIREEFPLI G EZEXE.

& Asaghrs

99500000008 000000000000000000,00000000,00000800000800900.000800000,00000900,00000000.00000000,00000800000000000000000000000
—_— Al

-2 TR 5 00E E S e
- s L= K



