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[ Chapter 8: International Trade ]

About this Chapter

Chapter 8 explains why countries exchange goods and services across borders. You will study
bilateral and multilateral trade, balance of payments, the WTO, trading blocs (EU, ASEAN,
SAARC) and the classification of ports through which most global trade still passes.

Topics covered: Why Nations Trade * Bilateral vs Multilateral * Balance of Payments ® WTO
Trading Blocs (EU, ASEAN, USMCA, SAARC) ¢ Ports: Function & Location

Also see for this chapter: Revision Notes

Exercises

Choose the right answer from the four alternatives given below.

(i) Most of the world’s great ports are classified as:

(a) Naval Ports  (b) Oil Ports (c) Comprehensive Ports (d) Industrial Ports.

(ii) Which one of the following continents has the maximum flow of global trade?
(a) Asia  (b) North America (c) Europe (d) Africa.

SOLUTION

Concept used. The chapter classifies ports by function and by location. By function the
categories are Industrial Ports (bulk cargo), Commercial Ports (general cargo),
Comprehensive Ports (mixed cargo of many kinds), Naval Ports (military), Oil Ports
(crude and refined petroleum), Fishing Ports and others. Most of the world’s largest
ports, Singapore, Shanghai, Rotterdam, Hong Kong, handle a mix of containers,
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passengers, dry cargo and oil, so they fall in the Comprehensive Ports bucket.
Continent-wise, Europe has historically led global trade thanks to dense inland
infrastructure, multiple deep-water ports and the European Union’s single market.

* (i) Naval ports are dedicated to warships; oil ports to crude and refined petroleum
(Mina-al-Ahmadi, Esperanza); industrial ports to bulk commodities for nearby
factories. Comprehensive ports (like Singapore, Shanghai, Rotterdam) handle a mix
of all cargo types and so describe “most” of the world’s great ports. Answer: (c)
Comprehensive Ports.

* (ii) Europe’s combination of dense rail/road networks, the EU single market and
major ports (Rotterdam, Hamburg, Antwerp, Le Havre) has historically given it the
largest share of world trade flow. North America is a close second; Asia’s share has
been rising sharply but Europe leads in the NCERT chapter’s framing. Answer: (c)
Europe.

1z Port-function mnemonic

Function — Cargo: Naval = warships; Oil = crude; Industrial = bulk; Commercial = general
cargo; Comprehensive = mix of all. The biggest ports always cluster in the Comprehensive
bucket because the largest cities trade in every type of cargo.

Final Answer: (i) (c) Comprehensive Ports; (ii) (¢) Europe.

1r Exam Tip

For continent-level trade MCQs the NCERT chapter ranks Europe ahead of North America.
Use the textbook’s ranking, not contemporary trade-news headlines, for the exam answer.
Both share top spots in real life, but the chapter’s own anchor is Europe.

Strategic angle. Both MCQs reward chapter-anchored memorisation. The first hinges
on the difference between the function of a port (what it ships) and its size (how much it
ships). The second hinges on a continent-level league table that the chapter draws
specifically.

* (i) Port-classification logic. Ports specialise when their hinterland has a narrow
demand: an oil port sits beside an oilfield, a naval port beside a military base. But
the world’s biggest cities (London, Singapore, Rotterdam, Shanghai, Hong Kong)
have varied demand, so their ports handle everything. The textbook calls these
Comprehensive Ports, and “most of the great ports of the world” fall in this bucket.
Answer: (c).
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* (ii) Trade-flow league. Europe is the original trade core. The Rhine and Danube
give the continent inland navigability; the EU eliminates internal tariffs; Rotterdam
(Europe’s largest port) feeds half the continent via rail and barge. The result is that
Europe sits at the top of the international-trade flow ranking in the NCERT chapter.
Answer: (c).

Pattern. For any port-classification MCQ, ask: “Does the port handle one type of cargo
or many?” If many, the answer is Comprehensive. For continent-level trade MCQs, use
the chapter’s ranking (Europe ahead of North America) and the standard hub names
(Rotterdam, Hamburg, Antwerp) to anchor the answer.

| Final Answer: (i) (c); (i) (c).

ICEEN Answer the following questions in about 30 words.

(i) What is the basic function of the World Trade Organisation?
(ii) Why is it detrimental for a nation to have negative balance of payments?

(iii) What benefits do nations get by forming trading blocs?

SOLUTION

Concept used. The World Trade Organisation (WTO) sets and enforces global trade
rules. The balance of payments is the total record of a country’s transactions with the
rest of the world; a persistent negative BoP forces a country to sell foreign-exchange
reserves or borrow abroad. Trading blocs (EU, ASEAN, USMCA, SAARC) are groups of
nearby countries that cut tariffs among themselves to boost mutual trade.

* (i) Function of the WTO. The WTO (formed in 1995 from the GATT) administers the
multilateral rules of global trade. It negotiates trade agreements, settles trade
disputes between member countries, and works to progressively reduce tariffs and
other barriers so that trade flows more freely.

* (ii) Why negative BoP is detrimental. A persistent deficit means a country buys
more from the world than it sells. It must run down its foreign exchange reserves or
borrow from abroad to pay the difference. Repeated deficits weaken the home
currency, raise external debt and import inflation, and eventually lead to
balance-of-payments crises (1991 in India).

* (iii) Benefits of trading blocs. Members enjoy tariff-free or low-tariff access to each
other’s markets, which expands the market size for their producers, encourages
specialisation, lowers prices for consumers through competition, attracts foreign
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investment, and improves political cooperation among member states.

1z One-line takeaways

WTO = global trade referee. Negative BoP = buying more than you sell, drains reserves, raises
debt. Trading bloc = regional free-trade club that expands markets for its members.

Final Answer: (i) WTO sets, enforces and updates the global rules of trade. (ii)
Persistent negative BoP drains reserves, raises debt and weakens the currency.
(iii) Trading blocs expand market size, lower tariffs, encourage specialisation and
attract investment.

Quick reading. Each sub-part is a definitional question. Use the chapter’s exact label
(World Trade Organisation, balance of payments, trading bloc) and add one concrete
example or consequence per answer.

* (i) WTO, sharpened. The WTO is the multilateral body that writes and enforces the
rules of world trade. It runs three main programmes: tariff negotiations (rounds like
Uruguay and Doha), dispute settlement (countries can take complaints to the WTO
panel) and capacity building (helping developing countries trade better). Its goal is a
more open, predictable trading system.

* (ii) Negative BoP, the chain of harm. A negative BoP means money flowing out
exceeds money flowing in. To meet the gap, a country must use up its dollar reserves,
borrow from abroad or let its currency depreciate. Each of these has costs: reserves
shrink, debt grows, imports get costlier, inflation rises, investor confidence falls. The
1991 Indian balance-of-payments crisis is the classic textbook example.

* (iii) Trading-bloc benefits, four channels. Larger market: producers in member
states get tariff-free access to many countries at once. Lower prices: more competition
inside the bloc drives prices down. Specialisation: each country can focus on its
comparative advantage. Investment: foreign firms set up inside the bloc to serve the
whole market. EU, ASEAN, USMCA and SAARC are the chapter’s examples.

Why this matters. Examiners reward students who name the exact institution (WTO,
not just “a trade body”) and who give one concrete example (1991 BoP crisis; EU’s
single market). These two moves earn full marks even in 30 words.

Final Answer: WTO referees global trade. Negative BoP drains reserves and raises
debt. Trading blocs grow markets, lower tariffs, drive specialisation and attract
investment.
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Download the Full Revision Notes for this chapter —

Answer the following questions in not more than 150 words.

(i) How are ports helpful for trade? Give a classification of ports on the basis of their location.

(ii) How do nations gain from International Trade?

SOLUTION

Concept used. Ports are the principal gateways through which more than 80% of world
trade by volume still moves. They reduce inland transport costs, group cargo for
efficient handling and connect hinterlands to ocean routes. The chapter classifies ports
by location as Inland ports, Out-ports, Ports of Call, Packet Stations, Entrepot ports and
Naval ports. Nations gain from international trade through specialisation, larger
markets, cheaper imports, technology transfer and foreign exchange earnings.

* (i) Ports and their location-based classification. How ports help trade. A port is
where the ocean and the land transport networks meet. Without ports, an oil tanker
has nowhere to discharge crude; a container ship has nowhere to unload. Ports
concentrate cranes, warehouses, customs and rail/road links so that cargo moves
quickly and cheaply between modes. Location-based classification. Inland ports are
well inland but connected to the sea by rivers or canals (Manchester via the
Manchester Ship Canal; Memphis on the Mississippi). Out-ports are deep-water ports
built away from the parent city when the parent’s own port silted up (Piraeus serves
Athens; Cochin serves Ernakulam). Ports of Call are stop-overs en-route on long
ocean voyages where ships refuel and resupply (Aden, Honolulu, Singapore). Packet
Stations are short cross-channel passenger ports (Dover, Calais, the Channel ferries).
Entrepot ports import goods and re-export them after processing or repackaging
(Singapore, Rotterdam, Dubai). Naval ports are reserved for warships
(Visakhapatnam, Norfolk).

* (ii) Gains from international trade. Specialisation according to comparative
advantage. Each country focuses on what it produces most efficiently: India software
and pharmaceuticals, Saudi Arabia oil, Brazil iron ore, Japan electronics. Larger
markets. Producers can sell beyond home demand and reap economies of scale.
Cheaper imports for consumers. Indian consumers get crude, electronics and luxury
goods at world prices. Foreign exchange earnings. Exports earn dollars, euros and yen
that pay for imports and build reserves. Technology transfer. Trade brings in new
machinery, ideas and management practices. Political and cultural exchange. Trade
builds bridges between peoples; it also exposes a country to global standards in
quality, labour, environment.

NCERT Solutions ¢ Free download at collegedunia.com Page 5


https://collegedunia.com/articles/e-1731-ncert-notes-class-12-geography-chapter-8-fhg-international-trade
https://collegedunia.com/exams/ncert

Collegedunia | Class 12 Geography Chapter 8: International Trade

Final Answer: Ports connect ocean trade to inland markets and group cargo for
efficient handling. By location: Inland (Manchester), Out-port (Piraeus), Port of
Call (Aden), Packet Station (Dover), Entrepot (Singapore), Naval (Visakhapatnam).
Nations gain from trade through specialisation, larger markets, cheaper imports,
forex earnings, technology transfer and cultural exchange.

X Common Mistake

On Q3(i), do not confuse the location-based classification with the function-based classifi-
cation. Location-based: Inland, Out-port, Port of Call, Packet, Entrepot, Naval. Function-
based: Industrial, Commercial, Comprehensive, Oil, Fishing. The question asks for
location-based, so stay there.

¥ Why This Matters

The gains-from-trade question explains India’s post-1991 economic boom: a country that
was nearly bankrupt opened up to global trade, specialised in software, pharma, textiles
and gems, and quadrupled its GDP in two decades. The same logic explains the rise of
South Korea, Vietnam and Bangladesh as export-led economies.

Structural observation. Q3(i) is a two-part question: how ports help trade + classify
ports by location. Q3(ii) is a single long-answer question: list the gains from
international trade. Both reward chapter-anchored vocabulary plus one named example
per sub-point.

* (i) Two-layer answer. Layer 1, how ports help trade. (a) They aggregate cargo so
ships sail full and per-unit cost falls. (b) They host customs, security and handling
infrastructure that small jetties cannot match. (c¢) They connect modes: ship to rail,
ship to road, ship to pipeline. (d) They create clusters of trade-related services:
warehousing, insurance, finance, packaging. Layer 2, location-based classification.
Inland (Manchester, Memphis), Out-port (Piraeus serving Athens, Cochin serving
Ernakulam), Port of Call (Aden, Honolulu), Packet Station (Dover, Calais), Entrepot
(Singapore, Rotterdam, Hong Kong), Naval (Visakhapatnam, Norfolk). Name one or
two examples per type to lock in marks.

* (ii) Six gains from international trade. Comparative advantage: each country
produces what it does best. Larger markets: world demand absorbs more output than
home demand can. Cheaper imports: consumers get goods at world prices, not at the
higher domestic price. Foreign exchange: exports earn currency to pay for imports
and to build reserves. Technology and skills: trade brings new machinery, designs and
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management ideas. Cultural and political exchange: trade builds diplomatic ties and
exposes nations to global standards.

Marker’s eye. Use the chapter’s classification labels verbatim (out-port, entrepot, packet
station). For Q3(ii) start each gain with a labelled keyword (specialisation, market size,
prices, foreign exchange, technology, exchange) and back it with one example. The

structure itself earns marks.

Final Answer: Ports cluster cargo, customs, modes and trade services; classified by
location as Inland, Out-port, Port of Call, Packet Station, Entrepot, Naval. Nations
gain through specialisation, market size, cheaper imports, foreign exchange, tech-
nology and cultural exchange.

Key Takeaways

International trade exists because countries differ in resource endowments, costs and
consumer preferences; everyone gains from the exchange.

Balance of trade compares goods exports and imports; the broader balance of pay-
ments adds services and capital flows. A persistent negative BoP weakens the currency
and drains reserves.

The WTO (formed 1995 from GATT) is the global trade referee: it negotiates tariff cuts,
settles disputes and supports developing countries.

Trading blocs (EU, ASEAN, USMCA, SAARC) give members tariff-free access to each
other’s markets and improve regional cooperation.

Ports are the gateways of world trade. Classified by location: Inland, Out-port, Port
of Call, Packet Station, Entrepot, Naval; classified by function: Industrial, Commercial,
Comprehensive, Oil, Naval, Fishing.

End of Exercises
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