
Free Trade: Definition, Advantages, and
Disadvantages

Definition:
Free trade is an economic policy where countries allow the exchange of goods and services across
borders without tariffs, quotas, or other trade barriers. It encourages open competition and
specialization among nations.

Advantages of Free Trade:
1. Efficient resource use: Countries specialize in producing goods where they have a comparative
advantage.
2. Lower prices: Competition and specialization lead to cheaper goods for consumers.
3. Wider variety: Consumers have access to a greater range of goods and services from other
countries.
4. Economic growth: Increased trade encourages investment, innovation, and productivity.
5. International cooperation: Trade promotes friendly relations and global interdependence.

Disadvantages of Free Trade:
1. Domestic industries may suffer: Local industries might not compete with cheaper foreign goods.
2. Unemployment: Workers in uncompetitive sectors may lose jobs due to import competition.
3. Economic dependence: Countries may become overly dependent on others for essential goods.
4. Unequal benefits: Developed nations may gain more than developing countries from trade.
5. Environmental harm: Increased production and transport can lead to environmental degradation.


