
INTERNATIONAL TRADE THEORIES CASE OF SINGAPORE

paper concludes that in the cases of ASEAN countries, the higher the In the theories of international trade, comparative
advantage is an important concept .. understandable since Singapore is as an entrepot centers for the other countries, .

McKenzie , p. Their theory, also called the factor proportions theory Also called the Heckscher-Ohlin theory;
the classical, country-based international theory states that countries would gain comparative advantage if they
produced and exported goods that required resources or factors that they had in great supply and therefore
were cheaper production factors. This line of thought has brought Ricardo's theory of comparative advantage
back to center stage. What are the modern, firm-based international trade theories? In addition to the roles of
government and chance, this theory identifies four key determinants of national competitiveneness: 1 local
market resources and capabilities, 2 local market demand conditions, 3 local suppliers and complementary
industries, and 4 local firm characteristics. Porter believed that a sophisticated home market is critical to
ensuring ongoing innovation, thereby creating a sustainable competitive advantage. The new theory of
international values is now the unique theory that can deal with input trade in a general form. This strategy is
called protectionism The practice of imposing restrictions on imports and protecting domestic industry. Today,
the PC is in the standardized product stage, and the majority of manufacturing and production process is done
in low-cost countries in Asia and Mexico. Trade is the concept of exchanging goods and services between two
people or entities. The model is therefore more suitable than H-O models in analyzing relations between
developing and developed countries. They may need or want the goods or services. Any undergraduate course
in trade theory includes a presentation of Ricardo's example of a two-commodity, two-country model. The
abundant resource that have comparative advantage realizes an increase in income, and the scare resource
realizes a decrease in its income regardless of industry. Hence these countries have become the optimal
locations for labor-intensive industries like textiles and garments. Thus, the increased demand for the abundant
resource leads to an increase in its price and an increase in its income. NRI Papers. In Book IV of his major
work the Wealth of Nations , Adam Smith, discussing gains from trade, provides a literary model for absolute
advantage based upon the example of growing grapes from Scotland. Nevertheless, they remain relatively new
and minimally tested theories. He perceived these advanced factors as providing a country with a sustainable
competitive advantage. This means that all industries of a country consume the same bundle of inputs and
there is no distinction between petrol-consuming and iron-consuming industries. In reality, the world economy
is more complex and consists of more than two countries and products. Redding, S. International trade is the
concept of this exchange between people or entities in two different countries. China Center for Economic
Research. After the appearance of Leontief's paradox, many researchers[ who? Nevertheless, the United States
also imports a vast amount of goods and services, as US consumers use their wealth to purchase what they
need and wantâ€”much of which is now manufactured in other countries that have sought to create their own
comparative advantages through cheap labor, land, or production costs. The PC was a new product in the s and
developed into a mature product during the s and s.


