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Glossary: 
 

International trade: Exchange of goods and services between two nations 

 
Absolute cost differences: one country has the natural advantage in production 

of one commodity and another country has the natural 
advantage in production of other commodity. 

 
Equal cost differences: one nation has the equal absolute advantage in 

production of both commodities. 
 

Comparative cost differences: one nation has the absolute advantage in 

production of both commodities but nation has 
comparative advantage in production of one 

commodity than another at home.  
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 
 

 
 
 

 


