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Unit One  Introduction and Highlight

Unit One

Introduction and Highlight

PartA: &N SEEFR

Exercises (p. 8)

I . Find in the text the English equivalents for the following:

{413 X (protectionism) E AT (domestic market)

F ¥ (interference) H#HH (direct investment)
B 4l (restriction)  HZERME (first voiced by...)

5 2 (dominate) HREX (mercantilism)

# % (consume) #m¥d (outflow of currency)
1% M (currency) WEFH% (portfolio investment)

II. Fill in the blanks with proper English terms:

(1) Merchandise exports are tangible goods sent out of countries.
(2) Service exports and imports  are international earnings other than those
derived from the exporting and importing of

tangible goods.

(3) Merchandise imports are tangible goods brought in.

(4) International trade is all business transactions that involve two or
more countries.

(5) Direct investment (FDI) is one that gives the investor a controlling
interest in a foreign company.

(6) Portfolio investment " is used primarily as financial means for a

company to earn more money on its money
with relative safety.

A REERERNREE
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III. Choose a suitable word for each of the blanks in the following paragraph:

competitive, competitiveness, competition; liberal, liberty, liberalization;
Jacilitate, encourage, help; trade, business, transaction; greatly, increasingly, mainly

International (trade) has been growing rapidly in recent decades because of
technological expansion, (liberalization) of governmental policies on trade and
resource movements, development of institutions needed to support and (facilitate)
international transactions, and increased global (competition). Because of these
factors, foreign countries are (increasingly) a source of both production and sales for
domestic companies.

IV. Match the definitions with the terms:

( X ) mercantilism A. atrading deficit

( B ) mercantilist B. aperson who favors mercantilism

( C) trade surplus C. value that a country gains from exporting
(D) favorable balance of trade more than importing

(A) unfavorable balance of trade D. a fact that a country is exporting more
( E ) neomercantilism than it is importing

E. the approach of countries that apparently
try to run favorable balances of trade in
an attempt to achieve some social or
political objective

V. Translate the following paragraph into Chinese:

A country that is running a surplus, or favorable balance of trade; is, for the time
being, importing goods and services of less value than those it is exporting. In the
mercantilist period, the difference was made up by a transfer of gold, but today it is
made up by holding the deficit country’s currency or investments denominated in
that currency. In effect, the surplus country is granting credit to the deficit country. If
that credit can not eventually buy sufficient goods and services, the so-called
favorable trade balance actually may turn out to be disadvantageous for the country
with the surplus. ,

—AEXUIA S BAEASINE, RIRE 20D SRR S 0P kT 0 3%
YIRRST I EEWENNY, X—2HBEREBE LT, ERESREMTHE
R HFFERNE BRNZER T RRORERFH . LFE, BAERELTHRFER
SO MRMFERRANE TS B IRYAARS, FrigH R 5IMsss: RS hs AT Rt
HARERAF.
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Exercises (p. 18)

I. Give the Chinese equivalents for the following English terms:

)
Q)
3)
4
&)
(6
)
(8)
®

absolute advantage theory (XA EEL)
comparative advantage theory  (HWEMLHE)
international division of labor (EFF573h4 1)
theory of factor endowments  “TERILKIELR)
land-intensive products (LB AR )
labor-intensive products (FFENEHEBI= M)
capital-intensive products (REFER= )
acquired advantage GRALHY
natural advantage (RIRIH)

(10) differences in cultural elements  (XHERER)

II. Translate the following sentences into Chinese according to the patterns:

6y

)

3

“4)

Gains from trade will occur even in a country that has absolute advantage in
all products because the country must give up less efficient output to
produce more efficient output.

(BRAE BT AT 7 SR AR LA A xRS B 3R, BRI 0 B0 = H SR A B 7 o B T A 7
PEHACE RN, WA S PRE. )

Although the United States has an absolute advantage in the production of
both tea and wheat, it has a comparative advantage only in the production of
wheat. This is because its advantage in wheat production is comparatively
greater than its advantage in tea production.

(REEEFR SRRy, e EEFar EAFEANRE, EH™
FHIMBRHEF=FHORBEK. )

‘According to the factor-proportions theory, factors in relative abundance are

cheaper than factors in relative scarcity.

ERERIIINA, BFEFWEZER WA R EZF RN )

To operate international business well, managers of a company must have,
in addition to knowledge of business operations, a working knowledge of
the basic social sciences.

CHTHERAS, AREGHRETFEERWLSSENR CHFELBEANERHA
BEEFTR. )

III. Fill in the blanks with proper prepositions:

Companies must make decisions today (for) an uncertain future. If a company
waits to see what happens (at) political and economic fronts, it may already be too

3
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late because investments (in) research, equipment, plants, and personnel training can
take many years to complete. The company that correctly guesses now where future
opportunities lie will be the one that produces and sells the goods and services
consumers want (at) a price they are willing to pay. The company must do so (in)
conformity (with) the rules of the societies (in) which it operates. Guessing correctly
is not always possible. However, (by) envisioning different ways (in) which the
future may evolve, a company’s management may better avoid unpleasant surprises.

Part B: Reading Comprehension

Passage 1

International trade today little resembles European commerce as it existed
between the 16™ century and the 19" century. Trade in earlier times was conducted
largely between a mother country and its colonies. It was conducted according to
strict mercantilist principles®. The colonies were supposed to supply the mother
country with raw materials, and they were expected to buy all finished goods from
the mother country. Other forms of trade were forbidden to the colonies, but many of
them evaded these restrictions.

A result of the Industrial Revolution, which began in England in the 18" century,
was the transformation of trade from a colonial exchange into a many sided
international institution. Cottage industries gave way to mass production in factories.
Railroads and. steamships lowered the cost of transportation at the same time when
new markets were being sought for the expanding output of goods.

The Industrial Revolution also brought an end to mercantilist policies. The
laissez-faire attitude that emerged in their stead permitted businessmen to
manufacture what they pleased and to trade freely with other nations. Trade was also
stimulated by the growth of banking facilities, insurance companies, and improved
commercial shipping and communications.

The repeal of the Corn Laws® by Great Britain in 1846 ended Britain’s
longstanding policy of protectionism. During the 19" century, many European
nations made commercial agreements with each other easing their tariff rates. Lower
tariffs and the growth of population and industry caused trade to soar in the 19"
century.

In the 20" century two world wars and a major depression caused severe
disturbances in international trade. Nations, sensing a threat to their domestic
economies, sought to protect themselves from further disturbances by erecting
various barriers to trade.

The situation became even worse after Great Britain abandoned the gold
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standard®. The nations that were closely related to Britain, including most of the
members of the Commonwealth, also gave up gold standard. As the means of
making international payments broke down and trade restrictions increased, some
countries had to resort to barter to obtain foreign goods.

International trade was in such severe straits during the depression that a World
Economic Conference was held in 1933. This conference, however, was unable to
halt a rush of currency devaluations, tariff increases, and quota arrangements.

In 1934, U.S. Secretary of State Cordell persuaded Congress to pass the
Reciprocal Trade Agreements Act. This law authorized the President to negotiate
taniff cuts with other nations. The Reciprocal Trade Act provided for protection of
U.S. industries in the event foreign imports increased to such a degree that U.S.
businesses were injured. This protection included peril point and escape clauses®
under which tariff cuts could be refused or rescinded if a U.S. industry suffered
economic hardship. Despite the protectionist clauses in the act, U.S. tariffs were
substantially reduced.

Shortly before the end of World War I, members of the United Nations met at
Bretton Woods, N.H.® to discuss ways of reducing the financial barriers to
international trade. The International Monetary Fund was established as a result of
the conference. The fund was designed to encourage the growth of international
trade by stabilizing currencies and their rate of foreign exchange.

In the early postwar period, more than 20 nations met in Geneva, Switzerland,
to negotiate tariff reductions. When any two nations reached an agreement to reduce
tariffs on a product, the benefits were extended to all participating nations. This was
an application of the so-called most favored nation clause.

The Geneva tariff agreements were written into the General Agreement on
Tariffs and Trade (GATT). GATT also established standards for the conduct of
international trade. For example, the agreement prohibits nations from placing
quotas or limits on imports, except under very special circumstances.

After World War 11 a number of free trade areas were formed to solve trade
problems on a regional basis. Tariffs on goods moving within these areas were to be
abolished, easing the flow of goods and services among themselves. The most
notable free trade area is the North American Free Trade Agreement (NAFTA),
formed between the US, Canada and Mexico. Some of the groups also erected a
single tariff on the goods of outsiders coming into their common area. Such groups
are called customs unions. Since imports from other countries are subject to the same
tariff no matter which member they export to, it is impossible for non-members to
get into the market of the customs union in a detour.

Such an example is Mercosur (Southern Cone Customs Union) formed by
Argentina, Brazil, Paraguay and Uruguay. The common market is further up the
scale of regional economic integration. Now factors of production such as labor,
capital and technology are free to move among members so that they can be utilized

5
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in a more efficient and productive way. In the past the European Community
remained a common market (the European Economic Community)® for some years.
The highest form of economic integration is called the economic union which is
characterized by integration of the domestic policies of its members in respect of
economy, finance, etc. in addition to absence of trade barriers, practice of common
external policy and free production factor mobility. The goal of all trade blocs was to
merge small political units into large geographic entities in which goods could be
freely manufactured and sold.

Besides regional economic integration, some countries have also formed
commodity cartels to control the production, pricing and sale of the particular goods
so as to seek higher and more stable prices for the relevant goods. The most
influential commodity cartel is the Organization of Petroleum Exporting Countries
(the OPEC).

[2f] O BPEEWEX (1500—1750) WA SLATERIPRBIBUE, $E4NE T &
HEFHAMED, ESEMNEARERMTEHBEARES, 20 NS EEH
EB. FEMGEER, R R MAEA E A T R g A e,
EKREBRDE, FEASINE, EAEMESRAOTHIREAEY SR %,
58 R A E SR R E BRBIR AN .

@ EWLHRFLUS, ETRFHINEN TEFEBHRIVEE . IR ERMSR
PFHERBL, —— SR (B7E) (Corn Laws). X2 LU B9 E H 10 0 52BR
M. Fh, mRHH BRI TR AR, T3 EH KRBT
T EERRFR, B47E T 3L R A 3 E A e 1450 Tk ™ & BT
UL, SHIEHETE RO RS AT EL, REERN (59 N,
Hmid R g, Y 1838 —1846 £E(] “ & (BHH:) A8 (Anti-Corn Law
League) MIXAE. (&Y HE 1846 EA4 KT HER.
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