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Unit 1

International Trade

International trade is the trade which crosses
national frontiers, It is not strictly trade between
nations, but between households and firms resident
in different countries,

There is one very important difference between
domestic and foreign trade, The buying and selling
of a good in international trade gives rise to two
transactions, not one, A UK firm buying a machine
from West Germany must (a) convert pounds into
marks and then (b) exchange the marks for the
machine, It is essential to keep this fact in mind
because all the statistics 'relating  to international
trade will be recorded in the currency of the home
country, For example, the value of the UK's
exports and imports are given in pounds sterling,
but these are simply the pound values of the foreign
currency which has been earned and spent by UK
residents,

Trade between nations has led to a great
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extension of the principle of specialization, The
fact that human beings have different abilities,
aptitudes, interests and personalities helps to explain
why so much labour is specialized; people tend to
do those jobs - for - which they are best suited,
Similarly, the fact that economic resources are
distributed wunevenly throughout the world helps to
explain why countries tend to'specialize, Differen-
ces between countries in climatic conditions, - in the
nature of mineral deposits and in the ratios of labour
to land are obvious reasons why some countries are
more suited to some’ economic activities than others,
Internatiosial trade gives countries the opportunities
to specialize 'in the things they do best,

The earliest trade between countries occurred
when they were able to supply one another with
goods which they were unable to produce for them-
selves, International trade would not have reached
its present volume if 'trade between countries
had been limited in this way, Countries nowadays
import many things which they could produce
themselves, in the same way that individuals pur-
chase many things they could make for themselves.
Division of labour and specialisation, followed by
exchange, result in a greater output of everything,

and the same applies to international trade also,
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The principle underlying international trade is that
a country should specialise in the production of
those things for which it has the greatest advantage
over others, The result of such specialisation will
be a larger total world output of these things than
if every country tries to be as nearly self-sufficient
as possible., The theory of international trade is,
therefore, based on the Principle of Comparative
Cost. In the same way that division of labour and
specialisation within a country make necessary a
greater amount of distribution, so greater division
of labour in the international field necessitates an
expansion of international trade, Nevertheless;, in
spite of the advantages accruing to international
specialisation as shown by the theory of internation-
al trade, and in spite of the great efforts made by
G.A.T.T. to reduce tariffs and other hindrances to
international trade, restrictions on international
trade are still widespread, However, a number of
attempts have been made to develop wider regional
areas of free trade, such as the European Common
Market, and the European Free Trade Area,

Words and Expressions

1. trade [treid] n. the business of buying, selling,
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or exchanging goods, with a country or between
countries A5

v. to carry on trade; to buy, sell a product,
goods, etc, 25y, 4B

trade mark B

trade name BS

international trade EPrR 5

foreign trade Xf4hR 5

overseas trade WBIPR G

domestic trade EHRNREG
cross [kros] v. pass from one side to the other

side of #k3T

3. household [haus'hould] n, FKEE

%

firm [fe:m] n, two or more persons carrying on
a business \F], HE
resident ['rezident] n. person who resides in a
place FER
domestic [de'mestik] adj. native; of one's own
country ENHK, AEK

domestic industry EPR TV

domestic demand EHPHER

demestic-capital AKE®EA
foreign ['forin] édj, of, in, from, another
country SNE, 7ESNERY, KEIER

foreign affair #pZE

foreign capital #NE®EA
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10.

11.

12,
13.

14.
15.
16.
17.
18,
19.

20.

21.

foreign currency #pTi

foreign loans #pMi
transaction [treen'zeekfon] n,. piece of business

. give rise to Bl@, {Fk4E

give rise to two transactions FHEFHER S
UK. the United Kingdom &35 the United King-
dom of Great Britain and Northern Ireland X
AT AL F R ZBE EE
West Germany P, 4 #% the Federal Republic
of Germany fEFEEIILME
machine [ma'fi:m] n., 8%, PR
convert [kon'vet] v, change from one form, use
etc, into another Xf#i, ZE#
pound [paund] n, unit of money 4% (FEEFRHE
f1) EP pound sterling ¥
mark [ma:k] n, unit of German currency 7%
exchange [iks'tfeind3] v.n. Xk, EHEi
statistics [sto'tistiks] n. &it, ZKitEF
value ['veelju:] n, &%, &
the value of the UK's exports and imports FE[F
32 H
export [ex'po:t] v. ['expo:t] n, send goods te
another country H [
import [im'pa:t] v. ['impa:t] n, bring in,
introduce goods from a foreign country P[]
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26,
27.

28.

29.

30.
31.

31.
32,

33.

34.

¢’ economic resource ZFHE R

«

. currency ['karensi] n, money that is actually in

use in a country T

. earn [a:n] v. HH
. spend [spend] v, JE#

. principle ['prinsepl] n, basic truth; general law

of cause and effect JEEE, M
specialization [,spefelai'zeifen] n. %|]{k
aptitude ['eeptitjud] n, natural ability to acquire
knowledge or skill }'g&, fE Sy
personality [,pa:sa'neeliti] n, quality that
make up a person's character 4~
tend [tend] v, be inclined to #&[, fHiH

tend to do something A {32

resource [ri'sd:s] n, wealth, raw material %
climatic [klai'meetik] a, &M

climatic conditions S{&4&H:
mineral ['mineral] n, H¥
deposit [di'pozit] n, F"IK

mineral deposits 7 jE
ratio [reifisu] n, H, M=

in the ralios of labour to land Z 5+ >
economic [,i:ke'namik] adj, of economics 22351y

economic crisis cycle ZF/EHLEM

economic development ZFKE
economic goal ZF B
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35.

36.

37.

38.

39.

40.
41,

42,
43.
44,

45,

economic power ZFFSLT] I
supply ['saplai] v, n, give or provide L4, 4LV
supply sb with sth [A]---$&fk--- '
division [di'vizen] n. 4k, HE
division of labour 43T
output ['autput] n, quantity of goods, etc,,
produced =&
the principle underlying internalional trade E bR
5 5y i B A R B '
apply [a'plail v. iEH
advantage [od'va:ntidz] n, {£%, FlE
specialize ['spefalaiz] v. &[T (AH) ; K
specialize in the production of those things for
which it has the greatest advantage over others
HITNBAE B O ABRE R REH™ 55
self-sufficient ['selfso'fifont] adj. HAHREH
theory ['@ieri] n. Hip, JREE
The theory of international trade is, therefore,
based on the Principle of Comparative Cost, [H
b 52 5 e A B 6 R LA R AR E . the Principle of
Comparative Cost-E[] the Theory of Comparative
Cost s the Theory of Comparative -Advantage,
RS EERRIAR SRS TUREE R ZHE
filte BUSIEERFIZFBRERRTT AT « EZEE.
comparative[kom'peerativ] adj. comparing LhEEEY
comparative cost FLER KA



46,
47,
48,

50,

51,
52.
53.

distribution [,distri'bju:fen] n. 4}, 4%
field [fi:1d] n, area, range i, J5H
G.A.T.T., £#%%E General Agreement on Tariffs
and Trade XBIRRE B

An international body established in 1947 with

the aim of reducing tariffs, as an aid to in-

creasing the volume of international trade.
tariff ['teerif] n, a tax collected by a govern-
ment on goods coming into or going out of a
country SR
restriction [ris'trikfon] n, FR4
regional ['ridzenl] adj. XM, H G
free trade GHR 5

A condition of international trade where nations
do not impose customs duties or other taxes on
the imports of goods from other countries., The
theory of International Trade shows that trade

for the world as a whole will be at its greatest

if it is not subject to restriction by tariffs,

quotasy, etc, It was a desire to -expand world
trade, which is to the benefit of all taking part
in it, that led to a reaction in favour of free
trade after the Second World War, " The efforts
of G,A.T.T. have been directed towards a
general reduction in tariffs and its efforts have

met with some degree of success,
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54.
55.

I.

European Common Market FRiMILFTTH%
European Free Trade Area BRINEHRAZKX

Exercise

Discussion

1. What is international trade?

What are the differences between foreign and

domestic trade?

3. Name a few fuctions of international trade,

4. Do you think international trade is necessary

1

1

and important to the economic development of
a country? . ,

If the United States has an absolute compara-
tive advantage over Europe in food and cloth-
ing, why is it still beneficial to import clothing
from Europe?

Have you got any ideas about how China can

expand its foreign trade?

Fill in the blank spaces with the correct word

or phrase given below,
theory point out profitable commodity
efficiency comparative ~advantage
export import quantity specialize
product portion

The of comparative cost that
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trade between countries can be for all,
even if one of the countries can produce every
commodity more cheaply. As long as there are
minor, relative differences in the of
producing a commodity, even the poor country
can have a in producing it,
Comparative advantage has led countries to
in particular and to mass-produce,

Sometimes this goes one step further, Italy

gained a comparative advantage over many

countries in mass-producing wine, France, self-
supporting in wine, presently large
of Italian wine, which is cheaper, In

turn , a large of the French wine

production is y



Unit 2

Free Trade Areas ‘and

Common Markets

In addition to the international organizations
working for the removal of restrictions on interna-
tional trade, the post-war period has seen the
creation of many regional trading blocs, The basic
idea of these organizations is for a group of nations,
preferably at the same stage of economic develop-
ment, to join together for the purpose of removing
restrictions on trade between themselves, Nations
are attracted to the idea by the prospects of the
economic advantages of having much larger home
markets but, in many cases, there is also a strong
political motive. The formation of closer economic
ties between countries is seen as a necessary first
step to the creation of a political union,

International economic linkages between groups.
of countries may take many different forms,but the
main types are, free trade areas, customs unions.

and common markets,
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Free Trade Areas

Countries which are members of a free trade
area agree to remove all tariffs, quotas and other
barriers to trade between themselves, As far as
trade with the rest of the world is concerned, each
member is free to set its own tariffs or quotas.
Free trade is limited to those goods which are
produced within the member countries, This is a
very necessary rule otherwise there would be a
large-scale diversion of trade, In order to avoid
trade diversion, most free trade areas have regula-
tions which insist that goods exported from one
member country to another only qualify for duty-
free entry if something like 50 per cent of the value
of the goods has been produced in the exporting
country,

The European Free Trade Association (EFTA)
came into being in May 1960, Its original members
were Austria, "Denmark, Norway, Portugal,
Sweden, Switzerland and the United Kingdom,
Finland signed an agreement of association in 1961
and Iceland became a member in 1970, It was form-
ed to allow free trade in industrial goods between
member states, By 1966 all tariffs and quotas on
industrial products had been removed, When they
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