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Unit One
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A Brief Introduction to International Trade

Text A

International trade, also known as world trade, for-
eign trade or overseas trade, is the fair and deliberate ex-
change of goods and services across national boundaries. It
concerns trade operations of both import and export and in-
cludes the purchase and sale of both visible and invisible
goods. It arises for many reasons.

The different distribution of the world resources deter-
mines the patterns of world trade. For example, the world’s
raw materials are unevenly distributed, and both modern
manufacturing and agriculture require many different re-
sources. Thus, to obtain these through international trading
is absolute necessary.

The skilled workers and capital resources help deter-
mine what a nation is able to produce and trade with other
countries. The developed countries are rich in skilled work
force and capital resources. However, the developing coun-
tries lacking skilled workers and capital resources are limit-

ed to the manufactures of simple products.
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With the development of manufacturing and - technolo-
gy, there arises another motivation, that is, economic ben-
efit, for nations to trade with each other. It has been found
that a country benefits more by producing goods it can
make most cheaply and buying those goods that other coun-
tries can make at lower costs than by producing everything
it needs within its own border. This is often explained by
the theory of comparative advantage, also called the com-
parative cost theory.

There are still some other reasons for international
trade. Some countries may not be able to produce sufficient
products of particular kinds and have to import some to
meet the large domestic demand. Besides, the preference of
innovation and variety of style also results in international
trade, which makes available a wide range of consumer
choice of a certain product. Still, in some cases, political
objectives can outweigh economic considerations between
two countries. One country might trade with another to sup-
port the latter’s government which upholds the same political
doctrine.

In addition to visible trade, which involves the import-
ing and exporting of tangible goods, there is also invisible
trade, which involves the exchange of services between na-
tions. It consists of such items as transportation and insur-
ance services that we provide for foreigners or that they
provide for us; tourist expenditures abroad; remittances

that immigrants send back home; government expenditures
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abroad; net dividend and interest earnings from invest-
ments abroad, and so on. Invisible trade can be as impor-
tant to some nations as the export of raw materials or com-
modities is to others. In both cases, the nations earn money
to buy necessities.

Some of the forms frequently used by nations to trade
with each other are as follows:

Exporting can mean establishing an export depart-
ment or even an overseas sales branch, which provides a
continuous presence and easier control for the exporter in
the buyer’s country, while a company can also sell its
products abroad indirectly through middlemen commonly
called export agents.

Importing, opposite to exporting, is the process of
purchasing goods and services from other nations.

Trading companies are large international wholesalers.
They serve as a link between buyers and sellers in different
countries to facilitate trade. They purchase goods at the
best price they can obtain in one country and sell them to
buyers in another.

Licensing is a simple way for a manufacturer to be-
come involved in marketing abroad. Under licensing, a
producer ( licensor) in one country signs an agreement
with a manufacturer (licensee) in another country, offer-
ing the right to use its company name, products, patents,
brands and trademarks, as well as its raw materials and

production processes. In return, the licensee agrees to pay
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the licensor a flat fee or royalty.

Under contract manufacturing, a foreign company
produces a certain volume of the firm’s product to specifi-
cation and uses the domestic firm’s name on the final prod-
uct. Contract manufacturing enables the contract manufac-
turer to get off to a quick start and take on less risk.

Joint ventures are a form of business relations which
involves pooling of assets, joint management and a sharing
of profits and risks according to a commonly-agreed formu-
la. Legally, the joint venture is a form of partnership, a
pattern of business organization which can be adopted by
every type of industrial cooperation; in other words, join
marketing, servicing, production, etc., separately or in
combination, may be legally organized as a joint venture.

Direct investment is a market-entry strategy which
involves the establishment of foreign-based assembly and
manufacturing facilities. By direct investment, the company
can keep full control over the investment and marketing

policies.
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Text B

Letter 1

CHINA NATIONAL IMPORT & EXPORT
CORPORATION, SHANGHAI BRANCH
SHANGHAT

22nd May 2005

Messrs. David Miller & Co. Ltd.
36-37 Kent Street
Sydney, N.S. W.200032

Australia

Dear Sirs,

We are in receipt of your fax of the 15th May, from
which we understand that you have booked our order for
two 15-color Screen Printing Machines.

Our Confirmation Order will be forwarded to you in a
few days.

Since the order is placed on FOB basis, you are to ship
the goods from Sydney on a steamer to be designated by us.
As soon as the shipping space has been booked, we shall
advise you of the name of the steamer on which the goods
are to be loaded. For further instructions, please contact our
forwarding agents, Messrs. Kelly Bros. Ltd. , Sydney, who

have hitherto taken care of shipments from you.
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As some parts of the machines are susceptible to
shock, the machines must be packed in seaworthy cases
capable of withstanding rough handling. The bright metal
parts should be protected from water and dampness in tran-
sit by a coating of slushing compound that will not liquefy
and run off under changing conditions.

We trust that the above instructions are clear to you

and that the shipment will give the users entire satisfaction.

Yours Faithfully,
China National Import & Export Corp.

Letter 2

Shanghai ABC Foreign Trade Company
46 Hunan Road, Shanghai
P. R. China

Dear Sirs,

We have obtained your address from the Commercial Coun-
selor of your Embassy in London and are now writing you
for the establishment of business relations.

We are very well connected with all the major dealers here
of light industrial products, and feel sure we can sell large
quantities of Chinese goods if we get your offers at competi-
tive prices.

As to our standing, we are permitted to mention the Bank
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of England, London, as a reference.
Please let us have all necessary information regarding your

products for export.

Yours faithfully,
XYZ Co. , Ltd
John Smith

Manager

Letter 3

Attorney Brothers Ltd.
47 Second Street, London
England

Dear Sirs, -

We write to introduce ourselves as one of the largest export-
ers, from China, of a wide range of Machinery and Equip-
ments. :

We enclose a copy of our latest catalog covering the details
of all the items available at present, and hope some of
these items will be of interest to you.

It will be a great pleasure to receive your inquiries for any of
the items against which we will send our lowest quotations.
Should, by chance, your corporation not deal with the im-
port of the goods mentioned above, we would be most

grateful if this letter could be forwarded to the correct im-
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port corporation.

We are looking forward to your favorable and prompt reply.

Yours faithfully,
Shandong Foreign Trade Company
Li Ning

Manager

New Words & Expressions
international trade [EFR# 5

exchange of goods 535k

import and export # i 1

purchase v. Jij3&

raw material R ¥}

capital resources ¥¥4As

economic benefit ZFH|3E

the theory of comparative advantage RSV HR
comparative cost theory L3R A< iE
domestic demand [EHNFEK

consumer n. JH#%#%

political doctrine G545

visible trade BEH 5

invisible trade T W5

transportation n. iz, iz T A
insurance n. {£§&

tourist expenditures  FfE{FE TH &
remittance n. JLEX

investment n. ¥t %

commodity n. 7= 5, B A
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export agent H TR
trading company 5\ F]
wholesaler n. #t &

licensing n. A IE® 5
manufacturer n. § &7

licensor n. ¥R IEML

licensee n. ¥ A]IEERZ

patent n. & ¥

trademark n. BFR

flat fee Z—W%k

royalty n. FEVFAUE I3, RUBL
contract manufactun'ng élﬁ%ﬂﬁ
joint venture A¥ti

pooling of assets ¥ FEHLE
direct investment FIERYT
strategy n. 5 B%

marketing policy Ti3ZHBR
Messrs n. 5, RAH B4
forward v. ik, B ; 5o 3, %k
on FOB basis A% 24 Ay ZAH
designate v. 3£ 5E

hitherto adv. B HRIA 1L, &4
susceptible adj. 533 -+ =20 ]
seaworthy adj. i& THLITHY
withstand v. Tit5i2, RZHEE
slushing compound JHEEE &)
liquefy v. ¥4k

commercial counselor Rj4%&%
embassy n. FAFIE

competitive adj. B %% 1K)
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standing n. #{7 , FE
regarding prep. % F

catalog n. H 3

prompt adj. SLZIH, REFH

Notes

1. It concerns trade operations of both import and ex-
port and includes the purchase and sale of both visible and
invisible goods.

B AASWSER O, QB RERMEESME
FERTCIE R it o

2. The developed countries are rich in skilled work
force and capital resources. However, the developing coun-
tries lacking skilled workers and capital resources are limit-
ed to the manufactures of simple products.

RIXERA L ERWBRGIT I MBEARIR, MRifi,
RIEPEFHTHRZAEF S NEL, REERRT—
B R BT AT

3. With the development of manufacturing and tech-
nology, there arises another motivation, that is, economic
benefit, for nations to trade with each other.

B HI L FEE AR B R R, 7R T 5 — MR E R
B #E47 R B WA, BNEBE R 25 o

4. Besides, the preference of innovation and variety of
style also results in international trade, which makes avail-

able a wide range of consumer choice of a certain product.

IAh, E R R 5 & AE A B B X eUET Ak ey



