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Favorable balance of trade refers to the value of the exports of a country less the imports. In other words, it is the excess of exports with respect to the imports. It can be considered favorable because the local companies will not face extreme competition from foreign investors from their country. Also, if the value of exports within the country is more than the cost of imports, then they are likely to be at an economic advantage over the nation they are trading with. That is considered favorable because as a result, the country becomes prosperous since the state has more resources to purchase more. When the economy buys more, the number of workers increases as they produce additional services and products. In other words, the number of exported goods will increase along with the labor demand to create those products. Therefore, the rate of unemployment will reduce in the country. It will hence result in the prosperity of the country. Professor Sowell feels like the question is important as people tend to form misconceptions with regards to international trade and the jargons that clutter the discussion up. Whenever we are discussing global business, there may be numerous emotional and misleading words which are used to describe and also confuse aspects which by themselves are simple to understand. For instance, the surplus of imports and exports were known as the unfavorable and favorable balance of trade from ancient times. However, it was believed that importing more than exporting would likely impoverish a country as the difference used to be paid in gold whereas the loss of the gold was perceived as the loss of national wealth. However, in 1776 the “Wealth of Nations” argued that the real country’s wealth comprised of both services and goods and not only gold (Gitman, McDaniel, 2008)
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