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Free trade is good for some but bad for others." Discuss this statement and whether free trade is a good or bad idea overall.  Should the world become more integrated through free trade agreements, or is it better to protect certain products from foreign competition?
People from all Continents and cultures have been bartering and trading their wares in some form ever since man has learned to walk upright.  The basic utilitarian needs of these societies have led to basic free trade at local markets, farms and even between individuals for centuries.  Before monetary societies existed, the “Barter System” was commonly used to exchange goods or services between individuals and businesses.  As Global economies developed, they quickly realized the importance of free trade and the need to implement regulations and to protect and enforce them.  Even before free trade as we now know it, “mercantilism” existed for many centuries leading to global prosperity which in turn lead to the development of free trade, General Agreement on Tariffs and Trade (GATT) and now currently the World Trade Organization (WTO).  Free trade is defined as the exchange of goods and services between countries that are “free” of high tariffs, quotas, onerous or unilateral requirements or processes.  Due to the rapid growth of new technologies, and communication systems, which led to the need for new materials, minerals and products more countries entered into global trading.  As a result of this global trading boom, in 1995, 124 nations signed a treaty under GATT (now WTO) to cut tariffs systematically by an average of 40% during a fixed time frame.
According to the International Trade Administration, The United States currently has free trade agreements (FTAs) with 17 countries.  These countries are Australia, Bahrain, Canada, Chile, Costa Rica, Dominican Republic, El Salvador, Guatemala, Honduras, Israel, Jordan, Mexico, Morocco, Nicaragua, Oman, Peru and Singapore.  The U.S. has also signed trade agreements with Colombia, Korea and Panama, but these agreements are still waiting for Congress’ approval before they can go in effect. 
FTA’s bring tremendous opportunities to exporters, especially from economies as large scale as the United States.  According to the U.S. Department of Commerce, FTA countries accounted for over 42% of the U.S. exports in 2006.  Free trade gives exporter’s access to the markets so as they can conduct business more competitively.  Competition leads to a higher quality of products through innovation and improvement, job creation and better- paying jobs.  Free trade also helps poorer countries foster economic development, through increased savings and investments.  As scarce goods and services become more available to consumers, prices fall substantially which increases the standard of living in countries that have an open market.  

The U.S. economy has grown substantially by having an open market.   Since 1990, the U.S. economy has grown by more than 23%, adding more than $2.1 trillion to the nation’s gross domestic product (GDP) and raising the wealth of the average American consumer by more than $5,500 according to Denise H. Froning, a former Trade Policy Analyst at the Center for International Trade and Economics at The Heritage Foundation.

In our ultra-modern world today, multinational corporation’s utilization of technological advances which reduces their production and shipping costs allowing them to be more competitive.  This leads to various countries specializing in industries in which they are relatively superior (The Law of Comparative Advantage), which leads to economic growth to all the trading countries.  However, because modern technology has enabled easy communication, transfer of knowledge, machinery, and other factors of production, some countries will gain and others will lose; as capital and labor will move to the countries where the lowest cost of production is (Law of Absolute Advantage).  

In January 2010, the China-Association of Southeast Asian Nations (ASEAN) free trade area was created with the goal of taking geographic advantage of their economic co-operation.  It is the world’s largest free trade area, which covers a population of 1.9 billion and involves around 4.5 trillion U.S. dollars of trade volume.  The average tariff on goods from ASEAN countries to China was cut down to 0.1% from 9.8% while tariffs on Chinese goods were cut down to 0.6% from 12.8%.  By 2015, tariffs will be eliminated on 90% of Chinese goods and is expected to be extended to other ASEAN countries.

For some, such as fruit importers in Vietnam; this is great news as fruits become cheaper to buy in the international market, and this savings is passed on the consumers.  This also gives many importers a chance to expand their business, as the FTA will lower the costs of transportation and customs related expenses.  Free trade definitely benefits businessmen who resell goods and services in their home country.  They can take advantage of buying it cheap, increasing their profit margin.  

The downside to this is that the smaller local farmers, factories and businesses will be unable to compete because they cannot take advantage of the economies of scale that some countries, such as China, have over other countries.  Economies with a large population which equates to an excess labor force in the economy, drives wages down, which lowers the standard of living for that economy or country.  The difference in labor laws and standards of living that some countries have in order to have very cheap labor costs will also have a negative impact on this economy.  For these reasons, local producers do not have the ability to lower their prices to compete with cheap goods and services from other countries.  Free trade is bad for their business and may even force them to shut down.  

Theoretically, quality goods and services have an inelastic demand.  The idea is, is that if local producers are able to continually deliver high quality goods and services, then people will keep buying them.  In fact the real world does not function like this and an especially in a bad economy, an individual’s buying behavior changes.  These consumers will buy the cheaper product.  Quality becomes a second or third criteria for most people who are trying to make ends meet.  In countries like the Philippines, Vietnam and Thailand where more than 70% of the population are living in poverty, cheap imported goods become mainstream forcing many local producers to shut down, this leads to unemployment, which makes the poor even poorer.

Advanced technologies, products and services that a country cannot produce by itself will allow local citizens to benefit from free trade.  These imported goods and services will hopefully serve as tools for its local citizens in producing goods and services they can also export to other countries.  By contrast, other goods (especially ones that compete with local farmers) should be limited and/or controlled by the government.  Not so much that the extent of the control becomes protectionism, but just enough to help local farmers to develop, grow and hopefully someday be able to compete with importers.

Overall free trade will benefit the large economies and growing countries with new and unique products and/or services to offer the world.  It is easy to see however, how the smaller poorer economies and third world nations with little goods or services to offer the global community can easily get swallowed up in the vast vortex of global free trade.
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