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ABSTRACT

China’s basic policy of reform and opening —up has ex-
panded the space and field of national economic development.
Opening to the outside world is following the liberalization of
trade under WTO frame and Opening to the inside nation is
setting up and perfecting the socialist market economic sys-
tem. During the process of opening, however, it presented
that the domestic market constructing lagged behind the liber-
alization of foreign trade. This kind of situation has restricted
economic development of our country and realization of true in-
terests of foreign trade. It is at the third plenary session of
16th CPC Central Committee that passing a decision on issues
regarding the improvement of the socialist market economic
system which proposed “five coordination” great subject.
Among them include having take into account domestic_eco-
nomic development and opening to the outside world, narro-
wing the gap between urban and rural areas and promoting co-
ordinated development of different regions. So under the con-
dition of opening to the outside world, domestic economic re-
form makes the integration in domestic market and foreign
market. The course, principle and result of the integration
has important research value for author.

This book includes six chapters. The first chapter is an
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introductory which deal with the purpose and meaningfulness
of the subject, the research methods and so on. The second
chapter carrys on the survey of trade interests theory develop-
ment and seeks trace back to thought of our country pursue
trade interests. In one world taking national country as unit,
the purpose of foreign trade of various countries is for obtai-
ning the interests of foreign trade and improving one country’s
welfare level. Because of all sorts of subjective and objective
causes, it is one way of hoping and hardship that developing
countries pursuing trade benefit with lacking of theory. Know-
ing interests and function of foreign trade deeply, lay a foun-
dation for being opening to the outside world and setting up
domestic market economic system. The third chapter has stud-
ied the impact on one country’s welfare level of foreign trade,
through adopting the analytical method of models. It has ana-
lyzed the model that the free trade produces win— win. It has
explained the effect model that foreign trade can promotes na-
tional welfare and analysed the relation between foreign trade
value and trade welfare, the further expanded theory indicateg
that no matter what sides of trade, or the whole country, has
increased trade benefit commonly. At the same time, one
country can’t ignore that trade distortion and domestic market
cause foreign trade welfare worsen theory model and realistic
case. The fourth chapter describes definition, classification,
main form of domestic market distortion, especially in concrete
form and essence of domestic market segmentation; also has

carried on the theory of substituting relation between interre-

I




gional trade and foreign trade; further comparing static inter-
ests difference between interregional trade and foreign trade.
On the basis of analyzing above, it points out that domestic
market distortion and domestic market segmentation restrict
foreign trade interests and its coming to true by theoretical
model and econometric model. The fifth chapter explores the
origin causes of forming domestic market distortion in the
planned economy era and market-based course of our country
and has explained China’s market-based process. Our country
is as a developing big country and in transition economy peri-
od, it is main causes of domestic market distortion that market
distortion leaved by planned economic system, market failure
of market — based process and government over interfere in
transition course. In the sixth chapter, the author put forward
policy principle of eliminating domestic market distortion and
principle of eliminating directly and adjust moderately for do-
mestic market distortion. It emphasized that the maximum of
foreign trade interests should set up at domestic economic inte-
gration effectively. The author has put forward the opinion on
the development strategy of foreign trade of our country. Ana-
lyses and sums up a series of measures which should be taken
artificially for eliminating and rectify government f{ailure,

market failure and intervenes improper.
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