
GLOSSARY OF TRADE AND RELATED TERMS 

Commodity Broadly defined, any article exchanged in trade, but most 
commonly used to refer to raw materials, including such 
minerals as tin, copper and manganese, and bulk-produced 
agricultural products such as coffee, tea and rubber. 

Commodity 	 An international understanding, formally accepted by the 
Agreement 	 principal exporters and importers, regarding international 

trading of a raw material and usually intended to affect its 
price. Some producing countries would like to use 
commodity agreements to raise prices for the commodities 
they produce. Consuming countries generally are willing to 
agree only to commodity agreements that only seek to 
moderate extreme price fluctuations. 

Common Agricultural 
Policy (CAP) 

A set of policies and devices by which member states of the 
European Community (EC) seek to merge their individual 
agricultural programs into a unified effort to promote regional 
agricultural development, fair and rising standards of living 
for the farm population, stable agricultural markets, 
increased agricultural productivity, and methods of dealing 
with security of food supply. Two of the principal elements of 
the CAP are the variable levy (an import duty amounting to 
the difference between EC target farm prices and the lowest 
available market prices of imported agricultural commodities) 
and export subsidies to promote exports of farm goods that 
cannot be sold within the EC at the target prices. 

Common 	 A tariff rate uniformly applied by a common market or 
External Tariff 	 customs union, such as the European Community, to 
(CXT) 	 imports from countries outside the union. For example, the 

European Common Market is based on the principle of a free 
internal trade area with a common external tariff' "Free-trade 
areas" do not necessarily have common external tariffs. 

Common Market 	See Customs Union. 

Comparative 	 A central concept in international trade theory which holds 
Advantage 	 that a country or a region should specialize in the production 

and export  of those goods and services that it can produce 
relatively more efficiently than other goods and services, and 
Import those goods and services in which it has a 
comparative disadvantage. This theory was first propounded 
by David Ricardo in 1817 as a basis for increasing the 
economic welfare of a population through international trade. 
The comparative advantage theory normally favours 
specialized production in a country based on intensive 
utilization of those factors of production in which the country 
is relatively well endowed (such as raw materials, fertile land 
or skilled labor): and perhaps also the accumulation of 
physical capital and the pace of research. 
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