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Foreword

To meet the needs of China’s financial service industries after
her entry into WTO, a series of textbooks on finance written in Eng-
lish is being compiled by the Finance Department of Beijing Lan-
guage and Culture University and will be published in the next few
years. ’

This series is designed for the undergraduates of finance de-
partments across the country, those who want to carry out their
advanced studies in the field of finance abroad, and those who have
already worked in the financial service industries for many years but
up to the present have had little exposure to English.

The series covers the major sub-disciplines within finance includ-
ing, among others, Foreign Banking Law, International Trade, Inter-
national Finance, Financial Markets, Money and Banking, Interna-
tional Settlement, International Credit, Microeconomics and Macroe-
conomics, Essentials of Accounting, Financial Accounting, Account-
ing Analysis and Corporate Finance.

The series has the following features:

@ It provides the reader with up-to-date information on finance;

@ It lays emphasis on the mastery of basic concepts and basic
theories;

@ It supplies the reader with enough case studies to develop his
analytic ability;

@ It addresses the subject matters in a systemic and coherent
way ;

® It is written in simple English to enhance readability .

The compilers of the series (listed in the alphabetical order) are:
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Ai Kang, Associate Professor of Finance at Beijing Language
and Culture University;

Chen Qingbai, Professor at University of International Business
and Economics;

Liu Ke, Professor of Finance at Beijing Language and Culture
University;

Qiu Zhikun, Associate Professor at Beijing Language and Cul-
ture University;

Su Qin, Associate Professor of Finance at University of Interna-
tional Business and Economics;

Wu Jinghong, Lecturer of Finance at Beijing Language and Cul-
ture University;

Xin Bin, Associate Professor of Finance at Beijing Language
and Culture University;

Xu Jingian, Associate Professor of Finance at Beijing Language
and Culture University .

Fang Li

Professor and Dean

College of Foreign Languages

Beijing Language and Culture University



Preface

Purpose of Compiling this textbook in English

For so long, like other courses such as “International Finance”,
“Western Economics” and * Intemnational Business Law”, “International
Trade” or “International Business™ has been taught basically in Chinese.
Most of the textbooks in use are more or less translation of the original Eng-
lish textbooks published a decade ago. This kind of approach has its biggest
advantage of quickly making the students understand and grasp what is dis-
cussed in the textbooks, because the Chinese language is their mother-
tongue . However, teaching those courses in Chinese is not without its disad-
vantage. The most obvious defect is that teaching of professional knowledge
is unfortunately separated from the teaching of the corresponding English.
Consequently the university graduates majored in the fields of international
trade, international business law, international finance and banking find
themselves incompetent and inefficient in handling their foreign economic
work .

It is high time that we changed such situation where imparting of pro-
fessional knowledge and improvement of matching English are not combined .

At a time when the world"s economies are getting increasingly global-
ized, what China needs urgently is high-quality university graduates who are
equipped with rich professional knowledge as well as good command of the
corresponding English. 1t is for this very reason that [ have decided 1o work
out this one-semester English course on International Trade for the under-

graduate students of our finance department.

Organization of the book

This book is organized into the following parts:

Part One (Chapters 1 —4) provides a brief picture of the world’ s trade
and economies .

Part Two (Chapters 5 - 9) discusses various kinds of the most popular
6



trade theories prevailing today in many countries .

Part Three (Chapters 10 - 11) examines the world markets and export
market research which are essential to exporters.

Part Four (Chapters 12 — 16) examines the international trade policies.

Part Five (Chapters 17 - 22) deals with regional economic integration
including a discussion of the OPEC, the APEC and regional trade agree-
ments .

Part Six (Chapters 23 — 26) explores the foreign trade of some devel-
oped countries and developing countries including China’s economic reform,
foreign trade and foreign investment .

Part Seven ( Chapters 27 — 28) deals with international trade financing.

Part Eight ( Chapters 29 - 30) discusses some common trade forms like
counter trade and technology transfer.

Part Nine (Chapters 31) deals with multinationals in international trade
including the roles performed and problems created by them.

Part Ten (Chapters 32 ~ 34) is about the GATT and the WTO.

Part Eleven (Chapters 35 - 39) deals with various aspects of foreign
investment both direct and indirect.

Part Twelve ( Chapters 40 — 42) focuses on international trade practice .

To assist students in their comprehension and critical analysis of the
sometimes complex topics in this international trade course, | have added
some notes on various kinds of difficult points including linguistic ones to the
end of each chapter in addition to review questions.

At the end of the book 1 have included a glossary of international busi-
ness terms .

Finally I"d like to acknowledge the encouragement given to me by Pro-
fessor Fang Li in the preparation of the manuscript for this English textbook

on international trade.

Chen Qingbai
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Basic Concepts Relating To International Trade

Ad valorem tariff 'A tariff calculated as percentage of the value of goods
cleared through customs.

Barter trade” The direct exchange of goods for goods, without the use of
money as a medium of exchange and without the involvement of a third party .

Beggar-thy-neighbor policy” A course of action through which a country
tries to reduce unemployment and increase domestic output by raising tanffs
and instituting non-tariff barriers that impede imports. or by accomplishing
the same objective through competitive devaluation.

Business Sometimes it is used to mean a firm or an enterprise . But when
we say international business, the term means “make and/or sell goods or
services for profil in a global context™ .

Commodity Broadly defined, it refers to any article or goods exchanged
in trade, but most commonly it is used to refer to raw materials, including
such minerals as tin, copper and manganese, and bulk-produced agricultural
products such as coffee, tea, wheat, rubber, etc.

Countervailing duties* Special duties imposed on imports to offset the
benefits of subsidies to producers or exports in the exporting country. GATT
Article VI permits the use of such duties.

Counter trade’ Intemational trading in which goods are paid for in a
form other than hard currency. For example, a South American country
wishing to buy aircraft may pay for them (usu all, through a third party) in
coffee beans (refer to Chapter 29 in Part Eight for detailed discussion) .

Direct trade® 1t refers to direct selling and buying between a goods-pro-
ducing country and a geods-consuming country. From a producing country’ s

point of view, direct selling of goods to a consuming country is direct export
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trade; from a consuming country’s view, it is direct import trade.

Entreport trade’ Trade that passes through a port, district, airport,
etc. before being shipped on to some other country. The entreport trade may
make use of such a port because it is conveniently situated on shipping lanes
and has the warehouses and customs facilities required for re-export or be-
cause that port is the center of the particular trade concerned and facilities
are available there for sampling®, testing, auctioning, breaking bulk®, etc.
Roterdam, Singpore, and Hong Kong are centres of the entreport trade.

Embargo A prohibition upon exports or imports, either with respect to
specitic products or specific countries .

Excise tax' A selective tax — sometimes called a consumption tax —
on certain goods produced within or imported into a country .

Free trade This is a theoretical concept which assumes that internation-
al trade should be guided by the “invisible hand” of the market, unham-
pered by government measures such as tariffs or non-tariff barriers.

Foreign trade From one country’s prospective, foreign trade refers to
exchange activities in goods and services carried out between one country or
one of its areas with another country or its areas. In some other countries
like Japan and the U.K. such activities are also called overseas trade.

International trade Traditionally it refers mainly to the flow of com-
modities or exchange of goods among nations. Sometimes such kind of ex-
change can also be called world trade or even global trade. Today, it is of-
ten used to mean international business.

International business In the West, it is often defined as either private
or governmental business relationships or transactions conducted across na-
tional boundaries. It involves the private and public sectors in the buying
and selling of goods; investing in industries such as manufacturing, oil,
public utilities'', agriculture, business and mining; the licensing of pro-
cess, patents, or trade marks; and supplying personal services, such as in
the marketing, legal, financial, insurance, transportation, accounting, or
management consulting areas. From this we can see, today’s usage of “in-

. . ” . . .
ternational business” is a very broad term covering many areas of business
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among nations .

Trade acceptance'® A bill of exchange or draft drawn upon the purchas-
er by the seller and accepted by the purchaser for payment at a specified
time .

Trade discount'® A deduction from the list price allowed a retailer by a
manufacturer, wholesaler, or distributor, or allowed one firm by another in
the same trade.

Trade deficit"* A situation in which a country’s imports exceed its ex-
ports. Sometimes it is also called a negative trade balance.

Trade surplus" A situation in which a country’s exports exceed its im-
ports. Sometimes it is also known as a positive balance of trade.

Balance of trade'® The total of a country’s exports minus its imports. It
can also be defined as a component of the balance of payments, or the sur-
plus or deficit that results from comparing a country’s expenditures on mer-
chandise imports and receipts derived from its merchandise exports.

Trade credit'’ Credit given to a company when it purchases goods from
another firm.

Trade financing'® Sometimes also known as trade finance. This term,
when used, refers to borrowing or lending based on specific import/export
transactions. (Detailed discussion of this subject will be found in Chapters
27-28.)

Trade controls They refer to tariff, quotas, advance deposits on im-
ports, and other restrictions imposed by a nation on international trade.

Terms of trade ( TOT)" The ratio of the index price of a nation’s ex-
port commodities to its import commodities. Sometimes it is also defined as
the volume of exports that can be traded for a given volume of imports.

Terms-of-trade effect The change in the relative commodity prices at
which a nation trades. It results from the tendency of the volume of trade to
change as the nation grows.

Trade volume™ Measure of the amount of trade that has taken place,
usually in a specified period.

Value of foreign trade® Total foreign trade expressed in monetary
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terms. The total value of imports in a specified period of time is called the
total volume of import trade or total import volume. Likewise the aggregate
value of all exports of a country is called total export trade volume or export
trade volume. The combined volume is the total export and import volume,
which is an important indicator of the scale of a country’s foreign trade in
goods. Such indicator is usually denominated in domestic currency but can

also be in U.S. dollars.
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Questions for Review
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. What is meant by balance of trade?

N =

. What is countervailing duty?



