A Consclentious Lookat
Regton&i & !ntematten&% Trade

_ What's the "__g séde of trade? '

e Can buy many things at Iower prtces
S Can buy exat:c stuff, like sp:ces

= Opens up more markets formy
company, community & region.
= [ efs many people elsewhere have
 David Brown ; more access fo basic needs, jobs
- Ao  new technologies.
= Enables the world as a whoie to
produce more.
What's the down side of trade? Comparative Advantage
. T What's it all about?
- =Competition may squeeze out jocal . s
~ businesses & force worker layoffs. ' ”“:;Pfa’"sh’;’w - Example: two nations—
" Not self-reliant: very dependent on o i:?zns o’; Kawt & Trey v
ther places for goods. - =9 . fual erkiny
. i e s nations tobe By are good at food
- e More exposiire lo global ecanomie < -  Detleroffin  production, but Troy is
po!‘ tical uncertainties. e e s iclei thiit
= May unintentionally suppori bad L goods. _ Kant at machinery
labor & enwronmental pract;ces : - production.

Exarmple adapted from Mariiu Hurt McCarty, Doflers and Senss: An introduction
o Economics 8ih ed (Reading MA: Addison-Wesiey, 1957), p. 335337,

Each day’s labor can prﬁdéce.;.

e &
/

5 _
/ In Kant In Trov
‘ E 5 food boxes 5 food boxes
u ‘ or
2 machines | 4 machines

Without spec:&f:z&t:on i

_ Kant co could Tmy could \E‘*-.;
. produce : produce ;
1250 food boses| /250 food boxes
plus ‘ plus ;,»-‘f
E 100 machines | 200 machines;”!
Ifeach had 100 iabor da}s* 7_

58 fm‘ food, 50 for machines.




With specialization...

Kane vffould ; Troy would \
‘ focus on ; s
= food 8‘:" . machines &
| produce 500 \ produce 400 /-
‘ boxes 5
e j __“
 If each had 100 labor days.

Then, by trading, both could have more
machines and stili meet their food needs

Kantcould  Troy ceuld

have have
Without | 250 food boxes |250 food boxes

trade and and
100 machines | 200 machines
With 250 food boxes|250 food boxes
" trade - and, say, and, say,

150 machines | 250 machm&s

Ixmu‘ has traded 2‘?0 food boxes for 150 machines. The
ferms of frade could be different, depending on supply

and demand. bargaining power & exchange rates.

- But what about the trade négatix}es?

How fo minimize i.‘iye harms‘?

Some act;ons mtght be

‘He}p to displaced workers in acqumng
_new skills & relocating. :

: Momtormg {o ensure no bad worker
condtt:ons or enwronmemai :mpacts.

li.ong-tenn agreements to make the
trade relationship dependable.




