
A product can carry the work of several countries before it reaches a customer. Its 
materials may come from one place, its components from another, and its design from a 
business thousands of miles away. International trade is the exchange of goods and 
services across national borders. An export is a good or service sold to a buyer abroad; 
an import is one purchased from abroad. The same transaction is an export from the 
seller’s country and an import into the buyer’s country. These words describe the 
direction of exchange, rather than whether the exchange is beneficial. To understand its 
value, we need to examine what people obtain, what they give up, which opportunities 
develop, and which adjustments the exchange requires. 

Robin McBride and Andréa McBride John built a wine business connecting places that 
had shaped their separate childhoods. Robin grew up in California and Andréa in New 
Zealand; after finding one another, they developed a shared enterprise drawing on their 
connection to wine. Their company story describes that relationship, while the McBride 
Sisters Collection includes wines from both California and New Zealand. Their 
achievement demonstrates how knowledge of more than one market can become a 
business capability. A company can recognize a product abroad, understand customers 
elsewhere, and organize the work required to connect them. That work involves 
relationships, quality, distribution, and communication. International trade becomes 
possible through people and organizations capable of managing those connections 
reliably. 

Countries trade partly because their resources and circumstances differ. Climate affects 
what can be grown. Geography influences access to minerals, ports, and transportation 
routes. Education, equipment, infrastructure, and accumulated experience affect what 
businesses can produce efficiently. Customers also value variety, so countries may 
exchange different versions of products they both make. Two countries can both export 
shoes, furniture, or wine because buyers want different designs, qualities, and 
characteristics. Trade also includes services: an animation studio can deliver work to an 
overseas producer, and an engineering firm can advise a foreign client. The International 
Monetary Fund’s introduction to trade explains why the reasoning behind international 
exchange extends beyond physical goods. 

One of the most important ideas is comparative advantage, which means producing 
something at a lower opportunity cost than another producer. Opportunity cost is the 
best alternative given up when making a choice. Comparative advantage differs from 
absolute advantage, which means producing more with the same resources, or using 
fewer resources to produce the same amount. A producer can have an absolute 
advantage in several activities and still benefit from exchange. The reason is that its 
advantage may be stronger in one activity than another. Specialization means 
concentrating effort on particular products or tasks. By directing resources toward 
activities with lower opportunity costs, producers can create opportunities for mutually 
beneficial trade. The logic concerns the tradeoffs involved in production, rather than a 
ranking of people’s intelligence or worth. 

https://www.mcbridesisters.com/pages/story
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Consider two fictional countries, Aster and Bayland, producing cloth and water pumps. 
With a specified amount of resources, Aster can produce either twelve rolls of cloth or 
six pumps. Bayland can produce either six rolls of cloth or two pumps. Assume for this 
example that resources can shift between the two activities at constant rates. Aster 
produces more of either product with the same resources, giving it an absolute 
advantage in both. However, making one pump costs Aster two rolls of cloth, because 
twelve divided by six equals two. Making one pump costs Bayland three rolls, because 
six divided by two equals three. Aster therefore has the comparative advantage in 
pumps. Bayland has the comparative advantage in cloth: each roll costs it one-third of a 
pump, compared with one-half of a pump in Aster. 

Suppose the countries exchange one pump for two and a half rolls of cloth. Aster gives 
up a pump that costs it two rolls to produce and receives two and a half rolls. Bayland 
obtains a pump for two and a half rolls instead of giving up the three rolls needed to 
produce it domestically. Both gain from that exchange under the example’s assumptions. 
The exchange ratio is part of the terms of trade: how much of one product is exchanged 
for another. Transportation and other trading costs can reduce or eliminate the gain, so 
they must be included in an actual decision. The example demonstrates a possibility, 
rather than a guarantee about every trade agreement. Its lesson is that different 
opportunity costs can create room for both sides to benefit. 

Productive advantages can also be developed. Training, dependable electricity, better 
equipment, research, and experience can change what an industry is capable of doing. 
Enda, the running-shoe enterprise co-founded by Kenyan entrepreneur Navalayo 
Osembo, illustrates the effort to build a branded product business around Kenya’s 
running culture. The World Intellectual Property Organization’s profile highlights its 
trademarks, employment, and contribution to Kenyan enterprise. A trademark is a 
protected sign, such as a name or logo, that identifies the commercial source of a 
product. Enda’s achievement shows the significance of participating in design, branding, 
and customer relationships alongside physical production. Comparative advantage does 
not require a country to remain permanently in the same activity; investment and 
learning can expand the activities available to it. 

Modern trade frequently involves global value chains, meaning the stages that create a 
product’s value are distributed across countries. Those stages can include research, 
design, materials, manufacturing, assembly, marketing, and distribution. The final 
country of assembly does not necessarily create all the product’s value. Consider a 
fictional outdoor-equipment company that imports specialized fabric, designs protective 
clothing domestically, and exports the finished garments. Imports support its exports by 
providing an input it needs. A restriction that makes the fabric more expensive could 
therefore affect the competitiveness of the finished clothing abroad. This connection 
helps explain why businesses do not divide neatly into companies that benefit from 
imports and companies that benefit from exports. Many depend on both, at different 
points in their production. 

https://www.wipo.int/en/web/videos/enda-kenya


Selling into a larger market can also change production costs. Economies of scale occur 
when average cost falls as output increases over a relevant range. Suppose a fictional 
manufacturer spends $100,000 developing and testing a specialized product. Spread 
across 1,000 units, that development cost represents $100 per unit. Spread across 10,000 
units, it represents $10 per unit, before manufacturing and other costs are considered. 
Access to overseas customers may make the larger production run possible. Greater 
scale does not guarantee efficiency forever: coordination, shipping, and management 
can become more difficult as operations expand. Still, the example explains why 
international customers can matter to a business whose domestic market is too small to 
support the full cost of developing a product. 

Crossing a border adds practical work. Customs authorities administer the entry and exit 
of goods, including relevant documentation and duties. A business may need to 
establish what a product is, where it originated, its value, and whether it satisfies 
applicable requirements. Logistics is the coordination of transportation, storage, and 
delivery. The landed cost of an imported product includes the purchase price plus 
relevant expenses required to bring it to its destination, such as freight, insurance, and 
duties. A low factory price can therefore become less attractive once the complete cost is 
calculated. Delivery reliability matters too. An inexpensive component that arrives too 
late can interrupt production, making time an economic cost even when it does not 
appear as a separate charge on the supplier’s invoice. 

A tariff is a tax imposed on imported goods. The World Trade Organization explains that 
tariffs raise government revenue and can give domestic goods a price advantage relative 
to competing imports. In a simplified example, a 10 percent tariff applied to an import 
with a customs value of $100 creates a $10 duty. The importer is generally responsible 
for paying the duty to the importing government. Its economic burden may then be 
shared through higher customer prices, lower importer margins, or a reduced price 
negotiated with the foreign supplier. The foreign government does not automatically pay 
the tariff. How the cost is distributed depends on competition, available substitutes, 
contracts, and the willingness of buyers and sellers to change their behavior. 

Trade restrictions can have different effects on different businesses within the same 
country. A tariff on imported metal may help a domestic metal producer compete, while 
increasing costs for domestic manufacturers using that metal. A foreign government may 
respond with restrictions of its own, affecting exporters in other industries. An import 
quota limits the quantity permitted to enter rather than directly imposing a tax rate. 
Product standards and inspection requirements can also affect trade, though many serve 
legitimate purposes such as protecting safety or plant health. The relevant question is 
how a measure works, what purpose it serves, and whether its benefits justify its costs. 
Labels such as “pro-business” or “anti-trade” are too broad to explain the effects across 
producers, workers, and customers. 

The gains from trade are also distributed unevenly. Customers may benefit from lower 
prices or greater variety, and exporting businesses may gain new sales. At the same 
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time, an industry facing stronger import competition may reduce employment or close 
facilities. A national gain does not automatically replace the income of a displaced 
worker or restore the tax base of a town. Skills may not transfer easily, available jobs 
may be far away, and retraining takes time and resources. Recognizing those costs 
makes the analysis more complete. Trade policy and domestic policy interact: education, 
transportation, employment support, access to financing, and investment in affected 
places influence whether people can participate in new opportunities. Benefits that exist 
in an aggregate calculation still need practical routes to reach households. 

Dependence on international suppliers introduces questions about reliability as well as 
price. Concentrating purchases with one supplier may lower costs during normal 
conditions but leave a business exposed if that supplier cannot deliver. Diversification 
means spreading purchases across suppliers, locations, or routes so that one disruption 
is less likely to stop the whole operation. A company might hold additional inventory, 
qualify an alternative component, or maintain some production closer to customers. 
Each choice has a cost. Keeping extra inventory uses money and storage, while 
qualifying another supplier requires testing and oversight. The objective is 
resilience—the ability to continue or recover when conditions change. Producing 
everything domestically does not eliminate disruption, since local factories can also face 
shortages, disasters, or concentrated dependencies. 

Trade figures need similarly careful interpretation. A trade balance compares the value of 
exports with imports over a period. Imports exceeding exports produce a trade deficit; 
exports exceeding imports produce a trade surplus. Some reports cover goods only, 
while others include services, so the scope matters. A trade deficit is not the same as a 
government budget deficit, and it is not a national business-loss calculation. Imports 
provide something in return for payment, including consumer products and equipment 
used in production. Trade balances also connect with international saving and 
investment flows. A country’s overall condition cannot be judged from that balance 
alone. Productivity, household living standards, employment, debt obligations, and the 
uses of imported resources all help explain what the exchange means economically. 

For an entrepreneur, reaching foreign customers requires more than making a product 
available online. The business must understand customer preferences, product 
requirements, delivery expectations, distribution partners, and payment arrangements. A 
distributor purchases or handles products for sale through a particular market; its 
knowledge can help a producer reach customers who would otherwise be difficult to 
serve. The McBride sisters’ connection to California and New Zealand illustrates the 
commercial value of understanding places and products across borders. Enda’s account 
of its Kenyan identity and international ambitions illustrates another route: developing a 
distinctive product and presenting it to a wider audience. In both cases, knowledge, 
ownership, and relationships become part of what the enterprise contributes. 

International trade enlarges the range of people with whom a business can cooperate 
and compete. It can provide customers, materials, expertise, and opportunities to 

https://www.endasportswear.com/pages/our-story
https://www.endasportswear.com/pages/our-story


develop greater productive capacity. It also creates responsibilities involving quality, 
reliable delivery, working conditions, and the consequences of changing production 
patterns. Understanding trade means being able to hold those relationships together. A 
lower price deserves examination of the full cost; an export success deserves 
examination of the capabilities that made it possible; a displaced worker deserves more 
than an abstract statement about national gains. The achievements of businesses 
crossing borders become especially instructive when we can identify what they built: a 
useful product, a trusted name, knowledge of their customers, and the ability to deliver 
value beyond the place where the enterprise began. 

 


