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ABSTRACT i

On Innovation in Trade
ABSTRACT

The essence of a market economy is exchange and exchange takes
place through trade. The more complex the social division and the more
advanced an economy, the more dependent production and consumption
become on trade, and hence the more important a role trade plays in a
national economy. Innovation in irade is a prominent source of trade
development , a vital component of a country§ innovation systems , and a
major means to realize the potentials of other innovations. Since World
War II, many countries, especially developed countries, have experi-
enced numerous surges in trade innovations. These innovations drasti-
cally expand their domestic and international trade, open up broad
markets for their economic growth and development , and stimulate more
innovations in other fields. More importantly, these innovations solidify
and elevate the role of trade, establishing the trade industry as a lead-
ing industry in many national economies. Looking into the future, there
is little doubt that innovation in trade will continue to be a key growth
engine for the trade in the 21st century. With advances in science and
tecknology, the pace of innovation in trade will accelerate. Only
through innovation in trade could a couniry enhance its competitiveness
in trade and keep it in step with its economic development. Therefore,
this study of innovation in trade has many important theoretical and

practical implications.



il On Innovation in Trade

Innovation in trade is an area of research that holds many promi-
ses. However, few studies , either domestic or overseas , focus on the sub-
Ject. In an era of innovations and an era when trade becomes a leading
industry , it becomes necessary that we study the origins, characteristics,
and mechanisms of innovations in trade. To study it, we need not only
to learn from relevant theories on innovations developed here and abroad
so that we can have a broad perspective on innovations in general, but
also to study the issues specifically related to innovation in trade , the is-
sues such as the mechanisms , the regularities, and the determinants , of
innovation in trade. The aim of the study is to guide our trade practices.

My dissertation consists of three parts. Part One, consisting of
Chapter 1, Chapter 2, and Chapter 3, develops a general framework
for analyzing innovation in trade, discusses the concepts and character-
istics related to innovation in trade, and studies inherent and external
Jactors that are conducive to innovation in trade. Part Two, consisting
of Chapter 4, Chapter 5, Chapter 6, and Chapter 7, combines norma-
tive analysis with positive analysis to investigate the contents of innova-
tion in trade, ranging from the innovation in trade institutions, trade
technology, trade organizations, and trading formats. Part Three
( Chapter 8) further studies Chinese innovation in trade. The final con-
clusion briefly sums up the significance of this research and the main
contributions of this dissertation.

More specifically, Chapter 1 defines the object of this study and de-
tails the method of this dissertation. The importance of innovation in
trade is established from several angles . innovation is a driving force for
the advancement of mankind; innovation is at the core of a knowledge

economy ; innovation is a source of trade development. The basic con-
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cepts and issues are defined. A framework for studying innovation in
trade is proposed.

In Chapter 2, the innovation theories of western nations are ana-
lyzed. The origin and main achievements of Schumpeter s theory on
technology innovation and institution innovation is presented and ana-
lyzed. The implications of this theory for innovation in trade is dis-
cussed.

Chapter 3 focuses on the motivation and mechanisms of innovation
in trade. The author pays a particular attention to the objectives of trade
innovations. Based on the cost — and - benefit analysis of trade innova-
tions , the author articulates the inherent factors that drive innovation in
trade. The author also analyzes external factors that foster trade innova-
tions. In the process of analyzing those factors, the mechanisms and
structure of trade innovations are also presented. The author argues that
the incentive system for encouraging trade innovations, that for nurtur-
ing entrepreneurship, and that for rewarding new trade enterprises are
all important component parts of the system that bring forth trade inno-
vations.

The task of Chapter 4 is to study innovation in trade institutions.
Innovation in trade institutions is at the core of innovation in trade. The
author details the meanings and functions of trade institutions , discusses
the origin and evolution of trade institutions, analyzes the factors affect-
ing innovation in trade institution , studies the contents and the trend of
institution innovations, and proposes that innovations in trade institu-
tions must lead the growth and development in trade.

Chapter 5 studies innovation in trade organization. The author

traces the evolution process of trade organization, analyzes the factors
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uaffecting innovation in trade organization. These discussions combine
theory with practice and investigate the contents of and the causes for,
innovation in wholesale organization, retail organization, channel or-
ganization, and cooperatives. The author further identifies the trends in
such innovations.

Chapter 6 studies innovation in trade technology. The author takes
technology as an independent element of trade operations, and analyzes
the role of technology innovation in trade. The author argues that inno-
vation in trade technology is fast changing the management — intensive
property of trade operations, and discusses the contents of innovation in
trade technology. Furthermore, the author studies the characteristics of
innovation in trade technology, analyzes the reality of Chinese innova-
tion in trade technology from the perspective of industry organization
theory as well as from other perspectives, and discusses the modes and
selection standards of innovation in trade technology.

Chapter 7 studies innovation in trading mechanisms. Based on the
definition of trading mechanisms, the author first analyzes factors af-
JSecting innovation in trading mechanisms, and studies some generaliz-
able facts about innovation in trading manner mechanisms. Secondly,
by relating to trading practices, the author elaborates on the contents of
innovation in trading mechanisms, and discusses the issues related to
Chinese innovation in trading mechanisms. Finally the author discusses
electronic commerce as a spring of innovation in trading mechanisms,
discusses how electronic commerce may affect trade activities and how we
may foster the development of electronic commerce.

Chapter 8 focuses on Chinese innovations in trade. When studying

innovation in trade, it is inevitable to study Chinese innovation in
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trade. The author analyzes the background of Chinese innovation in
trade, including the contents and progress of Chinese innovation in
trade. Using the Western experience in trade innovations, the author
discusses the characteristics of and existing problems with , Chinese inno-
vation in trade. Based on that analysis, the author proposes some prin-
ciples , strategic goals and focus, and policies in fostering Chinese inno-

vation in trade.
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