
INTERNATIONAL TRADE POLICY 

WHAT IS INTERNATIONAL TRADE POLICY ? 

International Trade Policy refers to the set of laws, regulations, and agreements that a country uses to manage its 

trade with other nations. It includes the rules that control imports and exports, determine tariffs and quotas, and 

guide international economic relationships to protect national interests and promote economic growth. 

Types of Trade Policies 

There are mainly three types of trade policies: 

1. Free Trade Policy – allows goods and services to move freely across borders with little or no government 

restrictions. 

Example: Trade between countries in the European Union (EU). 

2. Protectionist Trade Policy – uses barriers such as tariffs, quotas, or subsidies to protect local industries from 

foreign competition. 

Example: A country putting high taxes on imported cars to support its local car industry. 

3. Fair Trade Policy – focuses on ensuring ethical, social, and environmental standards in international trade, 

promoting fair prices and working conditions. 

Example: Fairtrade-certified coffee or chocolate. 

Why Countries Use Trade Policies 

Countries create trade policies to: 

 Protect local industries and jobs. 
 Increase exports and bring more money into the country. 
 Control imports to reduce dependency on foreign goods. 
 Maintain economic stability and balance trade. 
 Promote national security by limiting trade with certain countries. 

Advantages and Disadvantages of Trade Policies 

Advantages  

Protects domestic industries and jobs.  

Encourages economic growth and stability. 
 

Improves quality and competitiveness of local products.  

Helps governments control economic balance.  

Disadvantages 

May increase prices for consumers. 

Can cause trade conflicts or wars. 

Reduces variety of available products. 

May slow down global cooperation. 

 



 

                  Key components of international trade policy 

Tariffs : Taxes on imported goods to make them more expensive and protect local products. 

Quotas :Limits on how much of a product can be imported or exported. 

Subsidies :Financial help from the government to support local industries. 

Trade Agreements: Deals between countries to make trade easier and reduce barriers. 

Exchange Rate Policy : Controls how a country’s currency value affects imports and exports. 

Import and Export Regulations : Rules that control what goods can enter or leave a country. 

Embargoes and Sanctions : Bans or restrictions on trade with certain countries. 

Customs Procedures : Systems at borders to check, tax, and control traded goods. 

 

 

 


