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Unit 1

International Trade

Pre-reading questions

1. Do you know anything about international trade?
2. What kind of trade is called international trade?

International trade, also known as world trade, foreign trade or overseas trade, is the fair
and deliberate exchange of goods and services across national boundaries. It concerns trade
operations of both import and export and includes the purchase and sale of both visible and
invisible goods.

International trade has been carried on between countries and geographical regions for
thousands of years. Over the centuries, international trade, although periodically interrupted
by wars and natural disasters, has gradually expanded, usually at a faster pace than the
expansion of world output. The impetus for the existence and expansion of international
trade is the same as that for any commercial transaction: value creation. International
trade creates value for both producers and consumers. International trade increases
demand for exportable products, thereby raises prices and volumes. It increases the
supply of importable products, thereby reducing prices and increasing product
availability and variety for consumers. International trade increases the efficiency of
resource allocation worldwide, reduces production costs through economies of scale, and
lowers input costs.

International trade can also lead increased exposure for both firms and countries to the
forces in the international economy: changes in prices and demand in export markets, changes
in prices and supply of imported products, and changes in exchange rates. The increased
openness to the international economic environment can increase the variability of a firm’s
profits and of a nation’s GNP growth rate and hence increase the risks of a firm’s operations
and reduce the stability of a country’s economy. International trade can also lead to disruption

and restructuring as domestic firms are forced to compete with less expensive or higher quality
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imported products. On the other hand, international trade can allow firms to diversify its
economy through export.

When pursuing international business, private enterprises and governments have to
decide how to carry out their business, such as what mode of operation to use. A company has
a number of modes from which to choose.

Merchandise Exports and Imports. Companies may export or import either goods or
services. More companies are involved in exporting and importing than in any other
international mode. This is especially true of smaller companies, even though they are less
likely than large companies to engage in exporting. Merchandise exports are tangible
products (goods) sent out of a country; merchandise imports are goods brought in. Because
these goods can be seen leaving and entering a country, they are sometimes called visible
exports and imports. The terms exports and imports frequently apply to merchandise, not
service.

Service Exports and Imports. Service exports and imports are non-product international
earning. The company or individual receiving payment is making a service export, and the
company or individual effecting payment is making a service import. Service exports and
imports take many forms. These are the following sources of such earning: tourism and
transportation, performance of service and use of assets.

Investments. Foreign investment means ownership of foreign property in exchange for
financial return, such as interest and dividends. Foreign investment takes two forms: direct and
portfolio.

A direct investment is one that gives the investor a controlling interest in a foreign
company. Such a direct investment is also a foreign direct investment (FDI). Control need not
be a 100-percent or even 50-percent interest. When two or more companies share ownership of
an FDI, the operation is a joint venture. When a government joins accompany in an FDI, the
operation is called a mixed venture, which is a type of joint venture.

Companies may choose FDI as a mode to access certain resources or reach a market.
Today, about 60,000 companies worldwide have FDIs that encompass every type of business
function—extracting raw materials from the earth, growing crops, manufacturing products or
components, selling output, providing various services, and so on.

A portfolio investment is a non-controlling interest in company or ownership of a loan
to another party. Usually a portfolio investment takes one of two forms: stock in a
company or loans to a company or country in the form of bonds, bills, or notes that the
investor purchases. Companies use portfolio investments primarily for short-term financial
gain, that is, as a means for a company to earn more money on its money with relative
safety.

International trade is inextricably linked with foreign direct investment, international

technology transfer, and international finance. International trade often leads to foreign
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direct investment, which in turn often changes trade flows and patterns. International trade
also affects international finance flows and, in turn, trade is affected by foreign exchange
availability and exchange rate movements. Technology transfer is often accomplished
through international trade in capital goods and, in turn, technology transfer leads to trade
in raw materials and semi-finished and final products.

Acknowledgement of international trade, the forces behind it and the means by which it is
carried out—is essential to all business managers, not just to those directly engaged in
international business operations. International trade, exporting and importing, is often the first
form of international operations for firms in the manufacturing, natural resource, energy, and

agricultural sectors.
/ Words and Expressions

f\f\f\f\f\f\f\f\f\f\f\f\f\f\f\f\f\f\f\f\f\f\f\f\f\y\f\f\f\f\f\ﬁ\f\f\f\f\f&p

3> disruption n. %, K#E CCin ¥
1 foreseeable adj. T TRIL#Y visible exports and imports  FE4p it i o %
3> geographical adj. ¥.3289, XY service exports and imports R4t H 7§
4 impetus . 3 A, 1Rk non-product international earnings EJF %
6> inextricably adv. R 4% 4 75 e E RN (9
4,) periodically adv. JE] ZAEH take many forms ZIL % FH X %
3 restructure v, PX4H performance of services /BATIR %~ %
}) semi-finished adj. ¥ M09, TR—F1 ownership of foreign property )% %
) stability n. #8 M4 FIT A A% /
) transfer n. 445, 444k financial return  FEH =R, LT E R ({
}) variability n. 7 ZH foreign direct investment (FDI) 4} %
% tangible adj. ¥ fikmty, #Hineh, A HBEK %
) e joint venture &4k Y
“) portfolio n. =44 KT mixed venture A4k %
% capital goods H AT on foreign exchange rate  #NLIC & ({
% direct investment A 3E4X GNP (gross national product) E K4 = %
. financial institution & &AL BAh
% foreign exchange market #]NC T 3 input cost &A% A %
3) private enterprise  AAAAN Ak, Ao 4k raw material R A1#F %
% mode of operation 2 EHEX, technology transfer F& K4&ik, H K §
&) merchandise exports and imports 544 ZE %
U oo o o o, o P P P o P P e o o o o o o e o P e o o o o o e o e o 77
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1. exchange rate AN, EH—NEKWEMITFRS —MEEXWE DR,
Profpiags WrrLLud, & LOARE S R A E D i “orag 7. B By i 51
S SAER Bk, & B2 R FF I E R, P — AN E KB T, A AR E 5K
B m, #HHEA—MEE, (HIE R E L0 560 D8 E K mrE .

2. GNP (gross national product) [H R AE/™GUEH, 248 EZK XD Fraa & SEHL
PEAE—E NI CFEEEE) IRAWIR L e & R, 5 TN A= s i i ok A
FE] A1 1R 55 B0 A B AR U 7 WAL N ik 2 S A 25 1R 9 (1 55 0 2 R A 7 TN
A= Bl (AR GDP), JEfig A S alih D A7 8 S S A e I I GEH
N 1A AP I A OR BT S RS SR B M T A P AR ]
b A AT R 1R i R 55 55 (AR L

3. visible exports and imports  SEAHRE W T, TR FESZILCE 1A WL BEAFE 0) 0 1 7
i 3l , WA R AT S, & “RIRR L7 BIFR, FRwah ik i 1

[=v2)
] o

4. service exports and imports AR 453EH 1, $8 RS sl LA AR S R S It H T

5. non-product international earnings  AF/7 i 4 [ Briflc A

6. portfolio AW UFFFA G, 7§ MHEEIA M —FKEAEYAMWRAIT. FEHEEF
FEE M AHREMA S

7. foreign direct investment (FDI) AN ELEAR O siRREBEA FLREHR BT, 4R E IR0 #
CHARNEGEND 5 E BN B ARSI A A P= B 38, DUIR B S AH Y. 1R Al 2278
FERCAZ L, DRI RNE sl ff s A= = 25 0 H I 2EiE 3 .

8. joint venture BN, BIPYANBEIAS DL B IR Al 8 e S R L R AR RS, 4B
BE LA oy RN A

9. international technology transfer  [EFrEe AR il, SRR SERDEPEFIHE A
EFIRNEPE B AREE iE . I A R EOR L, B0 HEBUR S B TR LA 22 8] BR3¢
B BRI FE A EEAREAL, FeBURHUR A CLE R A H 1+
ARk, FEGEE LA AF @ L)@ ae AP 7 kAT

10. international finance EIPr<xfl, J&HEZAMX LA M T2, Buh. U R
PRI B T A I R RS E) .

Post-reading Activities

I. Answer the following questions based on the text.
1. What functions does international trade have?
2. How does international trade affect major firms?

3. What has a close relation with international trade?
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4. What do you think of the function of technology transfer in international trade?

5. What benefits can a portfolio investment bring about?

I1. Read the following terms and match each with its proper definition.

1. investment a. money risked or invested on the result of sth.

2. tangible b. driving force

3. private c. that can be seen or form an idea about in advance; expecting

4. transfer d. of or about money

5. financial e. clear and certain; not imaginary

6. impetus f. a company that is owned by two or more firms of different
nationality

7. foreseeable g. concerning one or a few people only; not public

8. joint venture h. the giving and receiving of the money of one country for that of
another

9. exchange 1. putting money to a particular use to make a profit

10. stake j- move or shift from one place or person to another

III. Translate the following paragraph into Chinese.

Acknowledge of international trade, the forces behind it and the means by which it is
carried out—is essential to all business managers, not just to those directly engaged in
international business operations. International trade, exporting and importing, is often the first
form of international operations for firms in the manufacturing, natural resource, energy, and

agricultural sectors.

IV. Translate the following sentences into English.

1. BB 5 547 B T By i B SR A e 5 K R

2. AR ZHUEGORYE, B x5 5y mons S5 5 e AT iy ) v s = K 0
3. HhR EEB R K.

4. EEORNAST IS, B AEE A DOE e A HAE.

5. 9 KRR A R LK, FEErA S 52 AL K«
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Fast Reading I

US Presses Japan on Farm Imports
and India on World Trade Talks

Number of words: 402

Suggested reading time: 5 minutes

The United States has put new pressure on Japan to import more farm goods from
American companies. The American ambassador to Japan said if Japan does not open its
markets, then “we will just put our resources in other places.”

Ambassador Thomas Schieffer gave that warning in a speech Wednesday to business
leaders in Tokyo.

He also urged the Japanese to permit more foreign investment. Among the most
developed countries, Japan still has the lowest level of foreign direct investment in relation to
the size of its economy.

Food prices in Japan are among the highest in the world as a result of efforts to protect
Japanese farmers. Japan imports more than half of its food. But it places high customs and
other restrictions on many products, especially rice, fruit and beef.

Ambassador Schieffer said he recognizes the emotions involved in the debate over
widening the market for agricultural imports. He noted that many Japanese still remember
when Japan did not produce a lot of food after World War I .

But he also noted that the average age of a Japanese farmer is seventy. He said Japan will
someday have no choice but to accept more imports.

The American ambassador said the dispute over agricultural trade is blocking greater
economic cooperation with Japan. But international farm trade was also the main issue that led
to the suspension of World Trade Organization talks last year.

This week, American Commerce Secretary Carlos Gutierrez was in New Delhi to urge
Indian officials to do more to help restart those talks. The United States is India’s largest
trading partner. But India’s governing coalition depends on support from two communist
parties that oppose trade liberalization.

Also, developing nations want the United States, the European Union and countries such as
Japan to make more cuts in farm protections. They say these give farmers in rich nations an unfair
position. The commerce secretary said the United States is willing to compromise. But in return, he

said, developing nations must do the same on trade in manufactured goods and services.
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The Commerce Department reported Tuesday that the United States had another
record trade deficit last year, for the fifth straight year. The deficit in goods and services
was more than seven hundred sixty billion dollars. Exports rose faster than imports, but
high oil prices added to the deficit. And almost one-third of it was a record trade

imbalance with China.

@ Exercises

I. Determine whether the following statements are True or False according to the text.
Write “T” for true and “F” for false in the brackets.

L. ( ) The United States forces Japan to import more farm goods from American by
refusing to offer resources to Japan in the future.

2. ( ) Although Japan is one of the most developed countries, it still has the lowest level of
foreign investment because the size of its economy is small.

3.( ) Developing nations will have to reduce their protection on trade in manufactured
goods and service if the developed countries make more cuts in farm protections
according to the passage.

4. ( ) As the passage states, India is the largest trading partner of the United States.

5.( ) China had a record trade deficit with the United States last year.

I1. Read the passage again and choose the best answer.
1. According to the passage, any of the following statements can be one of the reasons why
food prices in Japan are among the highest in the world EXCEPT
A. Japan places high customs and other restrictions on many imported products.
B. Most of the food in Japan is imported from foreign countries.
C. As a developed country, Japan offers high salaries to the Japanese people.
D. Japanese government wanted to protect Japanese farmers by restricting the imported food.
2. What does Ambassador Schieffer mean by noting that “the average of a Japanese farmer is
seventy”?
A. All the Japanese farmers are too old to work.
B. Japan will have to depend on food imports because it has not enough farmers in the
future.
C. Japan will have no farmers in the future.
D. Japan protects its farmer only because they are too old.
3. What does “trade deficit” mean in the last paragraph?
A. Surplus. B. Lower export than import.
C. Lower import than export. D. Balance between export and import.
4. What caused the pause of WTO talks last year?
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A. Dispute over international agricultural trade.
B. Debate over international oil trade.
C. Dispute over trade in manufactured goods and services.
D. Debate over widening the market for goods and services.
5. What efforts does the United States make to change the situation of trade deficit?
A. Urging Japan to widen the market for agricultural imports from American companies.
B. Urging Japan to permit more foreign investment.
C. Urging India officials to help restart the WTO talks about farm issue.
D. All of the above.

Fast Reading I1
EU and US Edge Toward Trade Deal

Number of words: 508

Suggested reading time: 5 minutes

A week of trade talks in Brussels have taken the European Union and the United States a
little closer to a deal to liberalise bilateral trade.

EU officials say the trade relationship with the US is already the biggest in the world,
worth more than 2bn euros (£1.7bn) a day.

But barriers remain, and removing them could make it even bigger. If it happens, the
agreement would be huge, capable of changing the shape of global trade.

Trade talks are never quick and easy. They can be fiendishly technical and contentious
politically. They are also wide ranging—the great cliche of trade negotiations is: “Nothing is
agreed until everything is agreed.” But there is clearly a political will on both sides of the
Atlantic to make it work.

Both parties to the talks believe there are significant economic gains to be made from
reducing trade barriers.

A study for the European Commission estimated the combined gains for Europe and the
US at more than 300bn euros a year. A whole range of trade barriers are under the microscope
in these talks.

Double regulation

Much of what they are discussing is regulation. Up to 80% of the gains could come from
this area.

This is not just about unnecessary red tape that can simply be removed, though there may
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be some of that.

The problem is that businesses often have to comply with two sets of regulation if they want
to sell goods in both markets. That means all the associated costs have to be paid twice over.

The regulations often have the same objective—frequently safety. There are different
rules, for example, on car lights and door locks and many other components.

If they mean the same level of safety then in principle each side could accept anything
that has met the other’s standards.

That idea—"mutual recognition” as it’s called—is one of the key features of the EU’s
own internal market that eases trade between EU countries. There are some areas where
mutual recognition will be a political minefield.

Genetically modified (GM) food is the obvious case, where Europe takes a very sceptical
approach to allowing new examples to be sold. It is a very unwelcome barrier to exports as far
as American farmers are concerned. GM wasn’t even discussed this last week according to the
negotiators. It will be tough when they do.

Environmental concerns

There are concerns that regulatory reform might lead to the lowest level protection
becoming the standard—"harmonising down” as it has been called.

The environmental group Friends of the Earth has said the result of the negotiations could
be “a dangerous deregulation of environmental and public health safeguards”. The lead
negotiators from both sides insisted that would not happen.

After the Brussels talks, the chief American negotiator Dan Mullaney said: “Nothing we
do to reduce unnecessary regulatory barriers will undermine the high standards of public
health and safety and environmental and consumer protection that citizens on both sides on the
Atlantic expect and enjoy.”

@ Exercises

I. Answer the following questions based on the text.

1. What is the trade volume between US and EU a day, according to the EU officials?

2. What does the author mean by saying “trade talks are never quick and easy”?

3. Both parties to the talks believe there are significant economic gains to be made from
reducing trade barriers. Where will most of the gains come from?

4. What is one of the key features of the EU’s own internal market?

5. What approach does Europe take to the new examples of GM food?

I1. Determine whether the following statements are True or False according to the text.
Write “T” for true and “F” for false in the brackets.

1. ( ) EU’s trade relationship with the US is already the biggest in the world and it is



