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Chapter One

General Introduction to International
Trade Practices

[l P 52 5 S5 55 fR) A

In this chapter, you will learn;

@ The concept of international trade practices
The export transaction

1.1 The Concept of International Trade Practices
Il i B2 53 S 55 1) 5E X

1.1.1 International trade [Er% 5

Trading is one of the most basic activities of mankind. It has existed in every society, every
part of the world, and in fact every day since the caveman came into being.

For example, the United States is a major consumer of coffee, yet it does not have the
climate to grow any of its own. Consequently, the United States must import coffee from
countries ( such as Brazil, Colombia, and Guatemala) that grow coffee efficiently. On the other
hand, the United States has a wide range of large industrial plants capable of producing various
goods, such as automobiles and airplanes, which can be sold to nations that are in need of them.
If nations traded item for item, such as one automobile for 10,000 bags of coffee, this Kind of
trade would be extremely troublesome and restrictive. But instead of barter, which is the trade of



2 » 4

goods without an exchange of money, the United States receives money in payment for what it

sells. It pays for Brazilian coffee with dollar, which Brazil can then use to buy wool from
Australia, which in turn can buy textiles from Great Britain, which can then buy tobacco from the
United States. This is a typical case of what we call international trade.

Therefore, international trade can be defined as the exchange of goods or services produced in
one country with those produced in another. Yet nowadays in most cases, countries do not trade
the actual goods or services, but trade in exchange for money or currency.

When as viewed from the business relationships and outcomes among different countries,
international trade can be called world trade or global trade; when as viewed from those between a
country and the other countries or its externals, international trade may also be called foreign
trade. A country’s foreign trade can sometimes be called overseas trade, external trade, abroad
trade or import and export trade, etc. , because of the country’s geographical characteristics or
historical traditions. In this work, we will mainly use the concept of export trade to refer to

international trade.

1.1.2 International trade transaction EPr¥5LEFK

Therefore, in this work international trade transactions can relate to the exportation of goods
or services from one country to another. These transactions are referred to as export transactions
and are divided into two categories: those based on a contract for the international sale of goods
and those based on the supply of manpower and techniques to another country, such as the
construction of plants and the transfer of a patent.

1.1.3 Export transactions based on a contract of sale
A E ARV ERI O R 5

These contracts may be carried out by the following three methods:

(1) An exporter sells goods directly to an importer abroad;

(2) An exporter may choose to conduct business through agents, branch offices, distributors
or subsidiary companies abroad;

(3) An exporter may have appointed permanent representatives abroad and then carries out
individual export transactions with them, or through them, by virtue of contracts of
sale.

The latter two methods will not only examine export trading based on the contract of sale, but

also deal with export trading carried out through marketing organizations in other countries.

These methods of export trading are examined in Chapter 7.



1.1.4 Export transactions based on the supply of manpower and techniques
A5 8l ) FEOR B Y 0 5

These transactions generally involve the supply of services, manpower or techniques, such as
the building of large infrastructure works — dams or roads, or the building of a factory with the
attendant transfer of technology, often from an industrialized nation to a less industrialized one.

In this work, this type of transaction will not be particularly examined, for we chiefly focus
on the export trading of sales.

1.2 The Export Transaction 1% %5

1.2.1 The concept of the export transaction 1 [1 % 5 )&
1. Why export

Exporting is an extension of trading with customers living in one country. This extension of
the trader’s domain is highly important, since it enables the vendee to make a choice between
alternative goods in satisfying his needs. Not only are the goods of his own nation available to him
but those of other nations as well. The need to acquire natural resources and capital equipment is
vital to the well-being of all nations.

The advantages of exporting as a national objective are as follows:

1) Exploiting the surplus products
The idea of exporting, of exploiting nations’ surpluses of the products may be easy enough to

accept.

2) Making use of the comparative advantages

A major benefit of exporting is an enhanced opportunity to exploit the comparative advantages
enjoyed by the producers in domestic markets. Every nation in the world will gain by specializing
in selling those goods which it is absolutely best fit to sell, or at least in which it has comparative
economic advantages over other countries. For instance, Japan has been able to export large
quantities of radios and television sets because it can produce them more efficiently than other
countries. It is cheaper for the United States to buy these from Japan than to produce them
domestically. According to economic theory, Japan should produce and export those items from
which it derives a comparative advantage. It should also buy and import what it needs from those
countries that have a comparative advantage in the desired items.

RN TR T



