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Chapter 1 Basics of International Trade

learning objectives

When you complete this chapter, you should know

> the definition of international trade

> the classification of international trade

> what major elements effective business communication constitutes

1.1 Introduction

Whilst economic globalization is an irreversible trend, countries are becoming
interdependent and integrated with others at an increased rate by means of trade, flow
of capital, technology transfer, etc. This boom has been largely accounted by
international trade, which is simply defined as the exchange of goods and services across
international borders or territories. Via international trade, enterprises from different
economies compete and maximize their profit in the global market.

Exchange of information facilitates exchange of goods or services. As said, business
communication in written or spoken form has its vital role throughout the process of
business transactions.

In this chapter, we aim to give a brief introduction of some basic concepts of international
trade, its classifications and the role of English writing in international trade.

HAOUR . 2F LRAC LA N A THEE KBS B AE FERHRK
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1.2 International Trade

1.2.1 Classifications of International Trade

International trade, simply defined as exchange of goods and services between
countries, can be classified into different categories, applying different methods.
Herewith are three commonly used classification methods as well as their related
technical terms.

First, export and import. Per the flow of goods or services, international trade can
be classified into import and export. Import refers to bringing foreign goods or services
into one’s own country while export refers to selling goods or services, which are
produced in home country, to the markets of other countries. International trade is also
called import and export, or foreign trade, if a national perspective is taken.

Second, visible and invisible trade. This classification is based on the physical form
of the traded goods or services. Visible trade involves the exchange of tangible goods
while invisible trade deals with the transfer of intangible goods, mainly services.

Third, direct, indirect and entrepot trade. This classification is based on whether
the trade is conducted via a third party. The imports and exports which occur between
producing and consuming countries directly are called direct trade. Indirect trade
involves buying and selling goods (or services) via a third country. In this sense, the
producers indirectly export and consumers indirectly import. The trade the third country
is engaged in is called entrepot trade, which features imports and re-exports. Transit
trade refers to the passage of the traded goods through a third country, which has no
ownership of the goods, and hence does not process nor reproduce the goods in transit.

International trade can also be classified per different means of delivery, channels
of transaction or modes of trade. In recent years, Chinese international trade is usually
typed into general trade and processing trade. The former involves exports of
domestically manufactured goods by using domestic material or technology, and imports
of goods manufactured abroad; while the latter refers to importing material, spare parts
or technology from abroad, processing or assembling in China and re-exporting after the
goods are processed. Processing trade is regarded as an important type of international
trade in China.

1.2.2 Reasons for International Trade

Regional, national and international trade constitute three different levels of
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business transactions, representing different geographical scopes where the trade occurs.
Based on a historical perspective, trade starts at a regional level, then grows to a
national level and finally crosses the borders of countries or territories and goes
international.

Generally, all the business activities (either international or domestic) have two
pre-conditions. One is the specification of the property right. Citizens from different
countries have no shared property except oceans, and hence they have to exchange for
the products produced in other countries. The other is the labor division. From the
perspective of international trade, the products produced in different countries vary due
to the differences in types and amount of natural resources conditions or productivity
levels of the countries. However, the demands of consumers vary, stimulating the need
for international exchanges of products. Therefore, international labor division is one of
the major reasons for international trade.

1.2.3 International Trade and Business Writing

As a business transaction across international borders, international trade covers a
routine from inquiry, offer, production preparation, quality inspection, delivery,
insurance and customs declaration, etc. It also deals with a set of documentations,
including contract, commercial invoice, shipping note, packing list and certificate of
origin, etc.

Effective communications in today’s business place has become more crucial and
complex than ever before, with the introduction of technology presenting opportunities
and challenges. Information can be communicated through words, which we call verbal
communication. However, for language is not the only source of communication,
messages or thoughts can also be communicated through gestures, facial expressions or
body language, which we call nonverbal communication. Speech contains some
nonverbal elements such as voice quality, pitch or volume. Likewise, the nonverbal
elements such as spatial arrangement of words or the physical layout of a page are always
highlighted for business writing.

Verbal communication can be further divided into oral and written communication,
taking face-to-face talk, phone-calls, video conferencing and letters, E-mail, faxes as
their forms.

E-mail is fast becoming the preferred method of communication in international
trade. Instant, free, relatively safe, less subjective and easy to manage, E-mail is an
effective and efficient means of communication, which we can never afford to ignore.

Our book focuses on written communication via E-mail which occur among different
companies, namely Datax Group Co. , Lid. from China, Kayto Auto Repair from India, Orien
Office Supply in the U.S. A. and Superb GmbH & Co. KG in Germany, as illustrated below:;
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Datax Group
Co.,Ltd.

|

f@ Shelly Géo\

Sales Manager
Datax Auto Repair Mactec
Tel: 86-21-66841111
E-mail: datax_trading1 @yahoo.cn
Addr:Fuzhou Building, 666 Jiading

@ue, Shanghai, China /

Marco Fillmore

Purchasing Manager
Kayto Auto Repair
Tel: 91-11-681333
E-mail: kayto_auto@yahoo.com

Addr: 101 Long Street, New Delhi,

@a

Cindy Xu
Sales Manager

Datax Electronics

Tel: 86-21-66841222

E-mail: datax_trading2@yahoo.cn

]

/@ Michael Chin\

Import Manager

Datax Trading

Tel: 86-021-66841222

E-mail: datax_trading3@yahoo.cn
Addr:Fuzhou Building, 666 Jiading

Addr:Fuzhou Building, 666 Jiading
@ue, Shanghai, China j

é Jeffery Martin

Purchasing Officer
Orien Office Supply
Tel: 1-518-5824999

E-mail:orienofficesupply@yahoo.com
Addr: 99 Sand Street, Hudson, New

York, USA )

. economic globalization: £2¥2BR—&kk
. irreversible trend: ASA] 3 H#E

. flow of capital: ¥¥AFiz)

. maximize; ff------F AL

. facilitate: '{Ei& ’ 11[152 ’ ﬁﬁ%‘]
.g. In order to facilitate selling, it will be better to pack the goods with equally

.6-

1
1
2
3
4. technology transfer: ¥ R¥EH
5
6
e

Avenue Shanghai, China

'ﬂ

& Axia Klein

Project Manager
Superb GmbH & Co. KG

Tel: 49-8662-639999
E-mail:axiaklein@superb.com
Addr: Konigsberger Str. 10

@iegsdorf, Germany j
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assorted colors.
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. business transaction: 5

2.1
visible trade: HEH 5 invisible trade: ¥ % 5
tangible goods: B H & intangible goods: IR &
direct trade: HER S indirect trade: [B#% 5%
entrepot trade: ¥ 0% 5
transit trade: IR AS
be engaged in: - F, \HF, 25
.g. The trade the third country is engaged in is called entrepot trade, which features
imports and re-exports.
FHE=ENER RS O H 5, LIt QM O RHE.
. general trade: HiERE ,— A5
processing trade; M TH 5

.2.2

geographical scopes: s
pre-conditions: RI#E%&M

property right: Wf7=4UH]
international labor division: EHEx4T

.2.3
customs declaration: %

. crucial; BEH, BETER

.g. The crucial thing about leading, he said, is that you have to take people along with you.

i, FriB R, EXEERNRURBRUTLEANBRERE.
. verbal communication; i& & 148 non-verbal communication: EiE = WiE
. video conferencing: ML |

Check List

. What are the major classifications of international trade?
. Why is international trade important?

. What are the popular ways of communication in international trade?



Exercise

Business starts with a business idea. Now, please put YOUR business idea(s) on paper
with the outline given below and make sure to give your business idea(s) a business-like
appearance.

1. To raise capital (the amount required; possible sources of capital; the use of the
funds; repayment terms; interest rate; share in rewards, etc.).

2. To decide on the product or service (outlook for the industry; production capacity;
R&D capacity; purchasing and inventory management; quality control; human
resources, etc. ). _

3. To work on more details (place, price, promotion and profit) .

4. To make a SWOT (Strengths, Weaknesses, Opportunities, Threats) analysis of
YOUR business in the setting of economic globalization.



Chapter 2 Basics of Business Writing

learning objectives

When you complete this chapter, you should know

> The factors you should consider when writing a business E-mail
> How to organize your business writing

> What the proper tone and style of business writing are

2.1 Introduction

We believe that many of us have already heard about the importance of writing
effectively in order to succeed in the world of business. However, it has been observed
that quite a number of us are still looking for an effective means by which we can write
effectively. Failure to write well in the business world results in highly undesirable
consequences, for example, barriers will exist between us and our business partners,
suppliers, contractors, oOr clients, leading to misunderstanding, communication
breakdowns or unsuccessful businesses. On the contrary, with the ability to write
effective business-related documents, we will be able to make our readers feel at ease
(Barrass 2002), which will eventually lead to signing of business agreements, contracts
and a brighter career prospect. Such an importance will become more obvious when we
take a look at a survey done by the U.S. Census Bureau in 1999 (cited in Picardi 2001).
In the survey, employers rate the importance of various factors while considering who to
employ. Communication Skills, which involve one’s ability to do well in business
writing, is rated as the second most important among the following nine factors;
Attitude, Communication Skills, Previous Work Experience, Recommendations from
Previous Employers, Recommendations from Current Employers, Industry-based
Credentials, Educational Qualifications, Score on Recruitment Tests, and Academic
Performance. It is, therefore, extremely important for us to equip ourselves at this stage
of our career with the various essential business writing skills and knowledge in order to
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