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Summary:

I would like to conclude this topic by summarizing what we have studied. There are
mainly three types of cost differences which affect the international trade. In case of
equal cost differences trade will not occur. Absolute cost differences explain that one
country has the natural advantage in production of one commodity and another
country has the natural advantage in production of second commodity. This natural
advantage arises due to the natural monopoly of the natural resources. Ricardo’s
theory of comparative cost advantage is most popular and useful to understand the
basic and fundamental reason of international trade.




