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Geography and Economics Activity

Pros and Cons of Free Market Trade

In our modern world, trade between nations has become easier and more 
common than ever. We can have goods made overseas and shipped to us 
for sale in our own country. Modern technology has allowed transportation 
around the world to be faster and safer than in the past. 

Many countries have a free trade agreement. In a free trade agreement, two 
or more countries agree that products between the countries can be 
imported and exported without government fees. Free market trade has its 
advantages and disadvantages, however. The table below helps summarize 
the pros and cons of trading on the free trade market. 

Pros Cons 

• Prices of goods can be kept down 
because labor is often cheaper 
overseas—goods are cheaper to 
manufacture. 

• Relationships between countries 
are improved because trade makes 
countries interdependent. This makes 
problems between countries more 
likely to be worked out peacefully. 

• Free trade helps create jobs 
in countries that are suff ering 
economically. This can in turn spread 
culture around the world. 

• Businesses are free to make choices 
about whom they wish to work with 
without being limited by national 
borders. 

• Jobs in the transportation and 
shipping industries are created 
because goods need to be shipped 
quickly around the world.   

• Producing goods overseas takes jobs 
away from the country importing the 
goods. 

• Larger corporations tend to be 
formed by free trade because 
businesses must be large enough to 
organize the trading. 

• Smaller businesses may have a 
harder time developing because the 
economy becomes dependent on 
foreign business. 

• A small country may focus on 
developing its economy by providing 
a local resource to the rest of the 
world, such as a mineral taken from 
the ground. The country may be left 
with nothing when the resource runs 
out. 

• Laws that regulate the trading of 
goods may favor one country over 
another, causing economic problems 
in the less favored country. 
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Geography and Economics Activity cont.

Thinking Economically

Directions: Use the text and the table to answer the following questions. 

1. Defining What is free trade? 

2. Determining Central Ideas Explain one pro and one con of international free 
trade. 

3. Explaining Why might a smaller overseas business have trouble growing in 
areas where exports for large multinational companies are done? 

4. Synthesizing What is a benefit of the United States trading goods with 
Mexico or Central America?

5. Inferring If a country that is going through economic hard times imports 
goods from another country, how might the economy of the exporting 
country be affected?
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