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Task 1 Acquaint Yourself with International Trading Policies

Situation 1 Business Preparation

Task 1 Acquaint Yourself with International Trading Policies

Knowledge Points:
/ * Basic conceptions on international trade
* Policies on international trade -
* International trading organizations
Target Goals:
Objecﬁve  Be able to check the latest foreign trade policy adjustments of China
* Be able to check the latest foreign trade policies of our trading partners
* How to learn international trade practice

4 |
%9 1.1 Task Description and Analysis
1. Task Description

In July 2009, Tiger Lau graduated BESHGHX
- ARl Nt Cos bl B A Phapacascs Pt
from one of the colleges in Guangzhou = G e R o R A i B AR B AR,

city and worked in Shenzhen Top ATREREBASVNFRARRRSAR, #5T R AASEEN+ LRI RITEY

Import and Export Co. Ltd (to be ”“ﬁaﬁl’zﬁiﬁﬁﬁiﬁi’i’éﬁ“iﬁgmm Fit, WHETMEGETH, ARE
. » . » N

abbreviated as Top Co. sub -sequently) i miggimparsin. sim, HRSBSKEWT BEF AT TG ~5—aX A3EH. &

e gong s v ESSGE e Smsteye S e v M

screening, testing, and interview - 2 : = i
& g . S A B R KIS,

process, He was recruited and assigned BIGE R B I O ERA

to work in the exporting department. Shenzhen Top import & Export Trading Co., Ltd.

As a sales assistant to the experienced meammﬁmmswmwismmm Gumgdong.510000 China
s T Tel No.:(86 755) 38472359  Fax No.{(86 755) 3847 2645 .
sales manager, Zhang Wei, his first il Bgerlan@hpie cor. W/ fsiew Sogie: ot

duty was to get familiar with policies
and measures on international trade as well as the international trade environment.

2.Task Analysis

International trade is conducted among different countries or regions and is greatly influenced by (% 5M)
a country’s macroeconomic policies( 7 W2 5 BUK). It involves different international policies, laws,
conventions and different international financial systems. Therefore, it is a must for international salesmen to
familiarize themselves with international trade policies and measures of both our country and trading
partners... just as the saying goes: “know the enemy and know yourself and you can fight a hundred battles
with no danger of defeat.”

1.2 Basic Knowledge
1.2.1 International Trade

1. What is International Trade

International trade, also known as world trade, foreign trade, overseas trade, import and export trade, is
the fair and deliberate exchange of goods and services across international boundaries(iZ1 5%) or territories(4i
). It concerns(# /%) trade operations of both imports and exports and includes the purchase and sale for both
visible( FE ) and invisible commodities.

1) Visible/tangible trade(FF T 5;) refers to the exchange of physically tangible goods between countries,
involving(f9 #) the export, import, and re-export(& Hi 1) of goods at various stages of production.
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2) Invisible/intangible/service trade(JGJ% % %) involves the export and import of physically intangible items
such as services. It includes receipts(3£3KX) and payments(3Zf) arising from activities such as customer
service(% J IR %%), shipping or insurance; Income from foreign investment; private or government transfers
of money from one country to another; and intellectual property(%1137=4X) and patents(% 7).

The main difference between internationational trade and domestic trade is that the former is typically more
costly and complicated than domestic trade, and special problems may arise, which are not experienced when
trading at home. The reason is that trade between foreign countries will have peculiarities (F¥1), such as
differences in language, culture, currency, technical specifications for goods and requirements as well as fariff
barriers(FFLBEA) such as custom duties(F<Bi), exchange restrictions(3i3%BR ), fixed quotas (& & FLA)

and other tariff barriers, and complexity($ 7%) in documentation, transportation and insurance.

2. Major Concepts in International Trade

1) Direct Trade (H#: % 5), Indirect Trade(|f1¥: % 5) and Entrepot trade(¥; 11 5))
@ Direct trade: trade directly between an importing nation and an exporting nation.
® Indirect trade refers to the trade done through a third nation or country, it happens when the importing
nation and the exporting nation do not have normal trade relations. i.e. before China and America
established normal diplomatic (#}%%) relations, Chinese goods were exported to America through H.K.

® For various reasons, the exchange of goods or services may not happen directly between the producers
and consumers, but via(£t ) a third party. It is an entrepot trade for third party and involves two or more
business transactions.

2) Value of Foreign Trade(4+%18), Balance of Trade( 5 Z=#0)

@ Value of foreign trade means the total value of imports and exports of a country at a certain period. It is
usually expressed with either the respective country’s or global currency. The UN normally uses U.S.
dollars. To gather visible commodity statistics(4t31), the value of export trade is calculated with FOB(%§
&), while the value of import trade with CIF(Z|F /). Invisible commodities are not required to be
declared in customs. Therefore, there are no customs statistics.

® Balance of trade is the difference between the monetary value of exports and imports in an economy over a
certain period. A favorable balance of trade(1 % li7%) is known as a trade surplus(Z&4%) (Exports >
Imports) ...simply put, total exports are greater than imports; An unfavorable balance of trade( 5% %)
is known as a trade deficit(755) (Exports<Imports).... the country imports more than it exports:
informally called a frade gap(®i 52 %0). Trade balance (Exports=Imports) means exports are equal to
what is imported.

3. Reasons for International Trade

1) Resource reasons. The uneven distribution(434i A~$4)) of resources around the world is one of the basic

reasons why nations began and continue to trade with each other.

(O Favorable climatic conditions and terrain(}sf%/3%). These are very important for agricultural produces.
Differences in these factors enable some countries to grow certain plants while other countries may have to
import them.

® Natural resources. Some countries are major suppliers of certain natural resources because the distribution
of natural resources around the world is somewhat haphazard(f&$X).

® Skilled workers. The U.S., Japan, and western European countries have skilled workers who are able to
manufacture sophisticated equipment(4 % 1% #%) and machinery such as jet aircrafts. Other countries, since
they do not have well-trained engineers and workers, must import the equipment from these countries.

@ Capital resources(% 4<%t ). Developing countries need to modernize their industries and economies with
advanced machinery, equipment and plant that they are not yet able to manufacture because of the lack of
capital. This has given rise to(5|#2) the need for developing international trade.

® Favorable geographic location(M 321 ‘&) and transport costs. Countries have developed close economic
relationships chiefly because they are geographically close to each other. The Sino-Japanese trade
relationship is to some degree determined by geographic proximity(#i¥E#1T) and low transport cost.

2) Economic reasons. In addition to getting the products they need, countries also want to gain economically

by trading with each other. It is made possible by varied prices for the same commodity around the world,

reflecting the differences in the cost of production.

© Increased profits. Either by an increase in volume sales based on the expansion of the size of a company’s
market network. or, and it is often possible, by obtaining better profit margins(F3i8 %% |]) in export markets
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compared with home market levels.

® Spread of risk. A selective and controlled market expansion policy will decrease the company’s
dependence on, for example, its home market. Given the instability of most markets it is clearly preferable
for a company to avoid having too many eggs in one basket, as it were.

® Extension of the product life cycle. there is often a situation in which the decline of the home market for a
product, perhaps because of technical obsolescence(3:RFRIR), is not reflectéd in(JR BL{E) other markets.
Because they are at a different stage of their economic development, they can often offer an expanding, as opposed
to(55... %F ) a declining market.

@ Even out seasonal fluctuations. Products, which have a seasonal demand, can benefit from the fact that
such a cycle is not the same in every part of the world. In simple terms it is always summer somewhere for
the deck chair(#7 B NA7 §4#) manufacturer.

3) Political reasons. Political objectives can sometimes outweigh(ZE T*) economic considerations(Z£ 5% &)

between countries. One country might trade with another country in order to support the latter’s government

which upholds the same political doctrine(#{ X/4k). Sometimes, trade with some countries may be banned or
restricted just to penalize(4 11]) a another government for political disagreements.

4. Benefits of International Trade

1) Cheaper goods. For one thing, countries trade because there is a cost advantage(J4<t#). Further,
competition in the world market remains constant. This has made prices even lower. Last, if the quality of
the imported goods is better but the price is not higher compared with the domestic cost(|E P % F), there is
still a cost advantage.

2) Greater variety when goods come from more countries. Anyone who has experienced China’s
economic development in the past decades can tell the changes in the variety of both capital goods(“4-1= %
¥}) and consumer goods(H F¥I§ % ). These changes have not only improved the quality of our life but
also increased the productivity(“£ 7= 1) of our industries.

3) Wider market with increasing number of trading partners. International trade can greatly expand the
market. The expansion enables manufacturers to take advantage of (F|F) economies of scale(FRAEZHF)
in both research and production. Besides, since markets around the world are often in different
development stages(Z FEWY BY), newly expanded markets(FF#1173%) can help extend the life of products.

4) Growth of economy. Foreign trade has become more and more important for many countries as it creates
jobs that have both economic and political significance(%5FBLIAE X). Thus, countries have attached
increasing importance to foreign trade. For economies that are highly dependent on foreign trade, it is
crucial(3<8# 1)) for them to keep the overseas market growing to ensure the development of the economies.

Please list the advantages and disadvantages of international trade for a certain country, and
T analyze the reasons

5. The Nature of International Trade

1) The governing laws and regulations(FT##% B4 572 3)) are much more complicated.

Contracts of international trade may be governed(&¥) by international treaties(|E Br 4k
#)), international common practices(E [R5 ) or domestic laws([E N %).

First of all, the international trade contract should be governed by the relevant trade
treaties(F %% 5y 1 &) signed by their governments if there are any. The most famous and :
widely used treaties concerning international trade are the WTO trade agreements, and the United —
Nations Convention on Contracts for the International Sale of Goods.

International common practices are customs or usual practices(15%1) with definite( 31 #) contents formed
in the development of internatienal trade, which were put in written form by certain international organizations
or commercial bodies(7 4 #14£) as rules or regulations. The common international practices are: International
Chamber of Commerce Terms 2000(E Br i & 4& AR A B W) 2000 fiR), abbreviated as INCOTERMS
2000, Uniform Customs and Practice for Documentary Credit,2007 Revision, UCP600(2007 fi IR #.15 FiE4E
—18Hl, EFRR2% 600 5 HfRY)), and Uniform Rules for Collection, Publication No. 522(f6Wt%i—#1
W, EERES 522 5 HRY).

When there is no international treaty signed between the respective countries, their domestic laws may
also be used to govern the contract. The parties may stipulate(1] 3Z.) in the contract which country’s domestic
law is to govern the contract, or the parties may leave it open and decided by the courts(¥%:P5%) when disputes
arise and the case is submitted#2%%) to the court for award(# k). In the latter case, the laws of the country,
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which is considered most closely related to the contract, will be chosen by the court.

2) The seller and buyer take greater risks.

@ As two or more countries are involved in international trade, cultural conflicts(SCALPF5E)and language
barriers(V& 5 F553) frequently occur.

@ The amount of an international trade contract is usually much larger than the amount involved(# X&) in a
domestic trade contract, this is especially the case(JUE ) in China.

®) The payment of international trade is often made in foreign currencies(4tif). The fluctuation(E4K) of
exchange rates(7i.¥:%) between the home currency and the foreign currency will change the profit
margin(F| i #) of the business, bringing an additional risk(M i) to the seller and the buyer.

@ The transportation of international goods usually takes longer and involves greater distances than the
transportation of domestic goods(Z~ [E = &) does.

® The economic and political relations between countries easily affect international trade.

1.2.2 International Trade Policies

1. Free Trade Policies
1) Export Subsidy
It chiefly covers:

@ the direct financial subsidy(WfBU#M) : funds that a government offers domestic companies to encourage
exports;

@ foreign currency retention(¥MI 8 &) policy and other programs to encourage and reward exportation;

® privileges(454%) exporters enjoy in transportation and freight over domestic traders;

@ laborers and materials supplied by a government to exporters favorably;

® an array of(—#7%1) services offered by most countries to their exporters in providing information,
sponsoring(#8)) trade expositions(f& ¥ %), and establishing foreign contacts;

® export credit(H {5 1Y) and export credit assurance(H} 15 $¥4E{R) or export credit insurance( 4 {5 5%
TRED).

2) Generalized System of Preference(i& 1 B )
Shortened as GSP, a special preferential treatment(¥¢ AL EFiB) granted to developing
countries( K e H %K) by developed countries(/%i% [E ). Under this system, developed
countries should grant exemptions(#.F%) from tariff or give preferential import duties(tE 3t 0 Il
Fi) on finished/semi-finished products imported from developing countries listed as the _CCPIT “‘
beneficiary. As one aspect of WTO principles, the System helps developing countries with export ARRAER Y
growth and economic improvement.
Under the GSP program, the following principles must be observed:
® Non-discrimination(IEELHL): to treat ‘backward/undeveloped countries/areas’ like ‘developing countries
/beneficiary countries’; to treat ‘advanced/industrial countries’ like ‘developed countries/preference -giving
countries’.

@ Generalized(I i #]): This preferential system is generalized and applies to all products that fall into the
category without exception.

® Non-reciprocal(F F. # [¥)): this is one-way preference given by developed countries to developing
countries

@ Rules of Origin(JAF=HiMM]): Imported materials must be less than 40% in value of manufactured/
processed goods. The manufacturing/processing must bring out a material alteration(S2JEZE %) to the
manufactured/processed goods.

® Direct consignment(E#%iZ%i): goods from the beneficiary countries must be shipped directly to the
preference-giving country(4; B E ) without entering the third market. However, groupage(f#)& H$
1Z) and packing in the third country are allowed.

3) Other Export Encouragement Policies
(O Governments refund(¥MI¥) to their exporters the product tax, the import tariff of the components(F{t-41
1) of the exported finished products(HE| ).




