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Free Trade and Economic Efficiency .
A Political Economy Analysis of International Trade

ZHAO Feng ZHONG Rongsheng
(School of Economics, Renmin University of China, Beijing, China)

Abstract; The rising trend of de-globalization makes the traditional international
trade theories face challenges. Based on Marxist political economy, this paper
analyzes the internal relationship between free trade and economic efficiency in
international trade. According to the labor theory of value and the theory of
production price, this paper analyzes the efficiency of trade division within the linear
production framework of two sectors in two different countries. This paper shows that
in a free trade that is dominated by capital, the profit-seeking nature of capital will
promote the improvement of social productivity to some extent. But sometimes the
movement of capital faces the “equilibrium dilemma” , resulting in the situation that
social productivity cannot fully develop and economic efficiency is low. This requires
the intervention of an institution that can fully coordinate the interests of all parties.
This insight provides a theoretical basis for state intervention and regulation of
international trade activities.

Keywords: free trade; economic efficiency; capital dominate; state regulation;

political economy analysis
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