
Lesson Notes: How International Agreements and Trade Organizations

Influence Global Business Activity

Introduction:

● Global business activity is significantly influenced by international agreements
and trade organizations.

● These agreements and organizations play a crucial role in shaping the rules,
regulations, and dynamics of international trade.

1. International Agreements:

Definition and Purpose:

● International agreements are treaties and pacts between countries that
govern their economic interactions.

● The primary purpose is to establish rules for trade, investment, and other
economic activities to promote cooperation and prevent disputes.

Key Examples:

 WTO Agreements: The World Trade Organization (WTO) sets rules for global
trade, covering areas like tariffs, subsidies, and dispute resolution.

 Free Trade Agreements (FTAs): Agreements between two or more countries
to reduce or eliminate barriers to trade, such as tariffs and quotas.



Impact on Global Business:

● International agreements create a more predictable and stable environment
for businesses.

● They reduce uncertainties, encourage cross-border investments, and facilitate
the flow of goods and services.

2. Trade Organizations:

Definition and Role:

● Trade organizations, like the World Trade Organization (WTO), are institutions
that oversee and regulate international trade activities.

● They provide a platform for member countries to negotiate, discuss trade
policies, and resolve disputes.

Key Features:

 WTO Principles: The WTO is based on principles of non-discrimination,
transparency, and promoting fair competition.

 Membership: Countries join trade organizations to benefit from a multilateral
framework that facilitates global trade.

Functions and Services:

● Trade organizations provide forums for negotiations, dispute resolution
mechanisms, and platforms for sharing information.

● They help in developing common standards, reducing trade barriers, and
fostering collaboration among member nations.



3. Influence on Global Business Activity:

Reducing Trade Barriers:

● International agreements and trade organizations work towards reducing
tariffs, quotas, and other trade barriers.

● This facilitates easier access to markets, promoting increased trade and
business opportunities.

Promoting Fair Competition:

● Trade organizations establish rules that promote fair competition and prevent
unfair trade practices.

● This ensures that businesses operate in an environment where competition is
based on merit and efficiency.

Dispute Resolution:

● International agreements and trade organizations provide mechanisms for
resolving disputes between countries.

● This reduces the likelihood of trade wars and disruptions, creating a more
stable global business environment.

4. Challenges and Criticisms:

Challenges:

● Negotiating international agreements can be complex, involving diverse
interests and priorities.

● Enforcement of rules and commitments may face challenges, leading to
disputes.



Criticisms:

● Some argue that trade agreements can disproportionately benefit larger
economies.

● There are concerns about the impact on certain industries and the potential
for social and environmental issues being overlooked.

Conclusion:

● International agreements and trade organizations play a pivotal role in
shaping the landscape of global business activity.

● They establish frameworks that promote fair competition, reduce trade
barriers, and contribute to the stability and growth of the global economy.


