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With the coming of global integration, international trade has

undertaken and will undertake a significant and somewhat leading role in
integrating the world economy. In order to promote the living standard
and welfare of the people around the world, international trade booms.
Though there are a lot of books about international trade in China at
present, few English books are geared to the trend of bilingual teaching.
Besides, most of the books are inefficient and sometimes play a biased
role in misleading the students and learners to grasp the integrated
contents of international trade. That’s why this book is necessary. For
example, some books are too simple, and learners can only get very rough
skeleton after reading without knowing the true meaning of international
trade. They still feel at the sea about the practical business. -

This book focuses on the main procedures of foreign trade,
illustrating systematically every topic-cerntered chapter by giving the most
important and practical knowledge and vivid examples. On the basis of
the current foreign trade situation in China, the book has 10 chapters,
including business contract, the basic importing and exporting procedure,
terms of trade, description of goods, international payment, letter of
credit, cargo transportation, insurance, inspection, claim, Force Majeure

and arbitration, etc. In most chapters, the main task is to introduce the
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commonly used and customerized international conventional practice in China, and list
clearly and logically different aspects of the topic.

In western economics, we have micro economics and macro economics. As. to this
book, chapter 1,2,3 and 10 are macro, while chapters 4,5.6,7.8 are micro. In fact,
in international trade, having the only knowledge on how to conduct trade is far from
necessary. Especially for students of English major, they even could not continue their
study if they could not have a knowledge of some fundamental economic theory.
Because of this, in the first chapter, there are forms of international trade, modes of
international trade, and the present situation of international trade. All these contents
can be seen as the macro components of international trade to provide fundamental
basis for the course.

Features of the book are as follows:

Vivid charters and tables There are charters or tables to illustrate the content. No
more, no less. We can’t judge a book from the amount of charters and tables, but
appropriate amounts of charters and tables can enhance the explanation of the theory and
practice. Thus, it is concise and time-saving in studying.

Comprehensive exercise The characteristics and advantages of this book which
distinguish the book from others is that it is comprehensive and diverse. That is to say,
besides the basic knowledge, there are a great diversity of colorful exercises including
questions, multiple choice, true or false exercise, and case study. No other books can
compete in this aspect.

Words and phrases with phonetic symbols During years of teaching, I find that
many students can master a huge amount of words, but their pronunciation of the words
is poor. They can not speak with right pronunciation, the phonetic symbols can help to
solve the problem to some degree.

Up-to-date materials and data Many books claim that they are using the up-to-date
materials, but in fact, the theory and conventions are old-fashioned, which will leave a
bad or even wrong impression on learners. Once the misleading information is put into
the learners’ mind, it would be dangerous to refresh it into something new and right.
That is why the book pays special attention to the new and fresh materials and data.

Combined language study and speciality That’s the very purpose of the book. Many
learners who have a great deal of knowledge find that they could not express their
knowledge in English. While people who have a good command of English know nothing

about the knowledge of international trade. A combination of language and speciality
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could offer learners both standard language and necessary knowledge.

Besides, though many students have a lot of information about the world around
us, when referring to a certain subject, I find that they are somewhat naive in
understanding our society. For example, I find some students don’t know how an
economy of a country performs and what contribute to the development of a whole
nation. In a broad sense, my advice here is that the students should know something
about macroeconomics before studying the subject. In a word, international trade, or
foreign trade from the perspective of one particular country, is a contributor to the
development of China and the world.

Besides, we have a lot of Chinese and international websites and magazines about
the international trade. Readers can find more information from the latest versions such
as International Trade, Journal of International Trade, Finance and Trade
Economics , Intertrade and from some websites like http://www. itrade. org. cn/.

With all these advantages, we believe everybody can benefit much from this book.

And your advice is welcome.
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General Introduction to InternationalTrade

EFREZHN]

Objectives:

1. understand the importance of international trade to the world and to a nation

2. understand the reason of conducting international trade by knowing the
comparative advantage theory

3. know the general trend of international trade

4. master different modes of international trade

5. learn how to study the subject well

1.1 The Importance of International Trade [E 78T 518 P

International trade, also called foreign trade or world trade, is the exchange of
capital, goods, and services between people, organizations and countries across
national boundaries. In most countries, it represents a significant share of gross
domestic product (GDP). Practice of international trade, also known as foreign trade
which includes import and export practice, is a course which focuses on and mirrors
the theories and practice concerned with exchange of goods and service between
different countries and regions. The objective of this subject, from the points of
practice and law, is to sum up the experiences and principles in it, generalize and
concise international business customary rules and norms, analyze and introduce the
standard procedures, techniques and various methods to conduct commodity exchange

in a systematic way in international level.
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There was never a time when the sfudy of international trade was as important as
it is today. Foreign trade® is of great importance to a nation for three reasons:

Firstly, foreign trade can create jobs. The international market is very enormous
while the domestic market is comparatively limited. So, with foreign trade, a nation
can increase its sales of products and thereby create jobs at home. This is especially
true of China, whose exports arc producing labor demand intensively. Statistics show
that for each increase in export sales by one hundred million dollars, twelve thousand
new jobs are created in China.

Secondly, foreign trade can improve living standards. According to international trade
theory, a key driver of international trade is cost differentials between countries. A nation
can buy goods in a foreign country more cheaply than it can produce the same goods at
home. Thus, by reducing the cost, and by increasing the range of goods available to the
consumer, foreign trade raises living standards and welfare.

Thirdly, competition with foreign companies brings long-term improvement in
industrial competitiveness. Production efficiencies are upgraded by the introduction
into home market of advanced technologies and equipment improvements that

“strengthen the growth of domestic industries.

China is the third biggest foreign trade economy in the world in terms of trade
volume which has experienced a steady growth. Currently speaking, its three biggest
trade partners are: the European Union, Japan, and the U.S, A.. Following
adjustments in its industrial structures and technological advancement, China’s
‘principal exports are machinery and electronic goods (about half of the total export
volume) and high-tech products(about a quarter of the total volume) which you can
get more information from the latest quarterly or yearly reports from Chinese
government and the World Trade Organization about foreign trade.

News related . .
. China’s global ad campaign (2009-12-1, China Daily)

The Chinese government has launched a global advertising campaign in an effort to
lift the reputation of Chinese-made goods. The 30-second commercial debuted on CNN
Asia with the theme “made in China, made with the world”. The ad is believed to be
the Chinese government’s first-ever branding campaign and is set to be screened in other

markets , including North America .

@ We often say the three drivers of our economy are investment, internal consumption and foreign trade.
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1.2 Theory of Comparative Advantage L {L 5B

Comparative advantage theory was developed on the basis of absolute advantage.
The theory of absolute advantage makes intuitive sense. When a country has absolute
advantage in a certain product, it would export the product and make more money
from other countries. Unfortunately, it is flawed. What will happen to trade if one
country has an absolute advantage in all products? The theory of absolute advantage
incorrectly suggests that no trade would occur. David Ricardo, an early nineteenth-
century British economist, solved this problem by developing the theory of
comparative advantage, which stated that a country should produce and export those
goods and services for which it is relatively more productive than other countries and
import those goods and services for which other countries are relatively more
productive than it is. _

Everyone knows that international trade is beneficial—nobody would suggest that
Norway should grow its own oranges. Many people, however, are skeptical about the
benefits of trading of goods that a country could produce for itself. Shouldn’t
Americans buy American goods whenever possible to help save U. S. jobs? Probably
the most important insight in all of international economics is the idea that there are
gains from trade—that is, when countries sell goods aﬁd services to one another, this
is almost always to their mutual benefit. ‘

The range of circumstances under which international trade is beneficial is much
wider than most people appreciate. For example, many U.S. business people fear that
if Japanese productivity overtakes that of the United States, trade with Japan will
damage the U.S. economy because none of their industries will be able to compete.
Some politicians charge that the United States is hurt by trade with less advanced
countries, whose industries are less efficient than theirs but who can sometimes
undersell U.S. producers because they pay much lower wages.

Yet the comparative advantage theory demonstrates that two countries can trade
to their mutual advantage even when one of them is more efficient than the other at
producing everything and producers in the less efficient economy can compete only by
paying lower wages. Trade provides benefits by allowing countries to export goods
whose production makes relatively heavy use of resources that are locally abundant

while importing goods whose production makes heavy use of resources that are locally
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-scarce®. International trade also allows countries to spécialize in producing narrower
ranges of goods, allowing them to gain greater efficiencies of large-scale production®.

For example, a brain surgeon may be bétter at both brain surgery and lawn
mowing than her neighbor’s teenaged son is. However, if the surgeon is comparatively
better at surgery than at lawn mowing, she will spend most of her time at the
operating table and pay the teenager to mow her lawn. The brain surgeon behaves this
way because the opportunity cost® of mowing the lawn is too high: time spent on
mowing is time unavailable for surgery. In this case, both the surgeon and the young

man have competitive advantages. So this is the basis of the exchange of service.

1.3 Forms of International Trade [E 75 IR

Since there are tremendous differences between international trade and domestic
trade, there are also some special difficulties a company has to be confronted with
when it plans to break into foreign markets. Although the same marketing concepts
and strategies are utilized, cultural, political and economic differences make the task
of entering an overseas market more risky. Thus, most companies proceed cautiously
once they have decided to engage in international trade. They usually do some
researches to have specific knowledge about foreign country’s economic, political,
cultural, and social background as well as tariffs, quotas, and foreign currencies, ctc.
Such researches will help the company choose the best form for dealing in
international trade. The forms frequently used by nations to trade with each other are
as follows:

According to the direction of goods and service, it can be divided into exporting

and importing.

(@ This is related with Heckscher-Ohlin theory (H-O theory) which thinks natural resources play an important
role in international trade. For example, the country which is rich in wine will export wine and the country which is
poor in watch making will import watches.

@ This is the theory of economies of scale. ;

® According to Wikipedia, opportunity cost is the value of the next-best choice available to someone who has
picked between several mutually exclusive choices. For example, A person who has $ 15 can either buy a CD or a
shirt. If he buys the shirt the opportunity cost is the CD and if he buys the CD the opportunity cost is the shirt. If

there are more choices than two, the opportunity cost is still only one item, never all of them.



