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1. INTERNATIONAL TRADE

International trade is the exchange of goods and services
produced in one country for! goods and services produced in
another country. There are several reasons for it.

The distribution of natural resources around the world is
somewhat haphazard?®: some nations possess natural deposits in
excess of* their own requirements while other nations have none,
For example, Britain has large reserves of coal but lacks many
minerals such as nickel, copper, aluminium etc, whereas the
Arab states have vast oil deposits but little else. In the cultiva-
tion of natural products climate plays a decisive role. Some
products will only grow in tropical climates whereas others, such
as citrus fruits, require a Mediterranean* climate. Moreover,
some nations are unable to produce sufficient® of a particular
product to satisfy a large home demand, for example, Britain
snd wheat.® These are the reasons why international trade first
began,

With the development of manufacturing and technology,
there arose another incentive for nations to exchange their pro-
ducts.” It was found that it made economic sense for a nation
to specialize in certain activities and produce those goods for
which it had the most advantages, and to exchange those goods
for the products of other nations which had advantages in dif-
ferent fields. This trade is based on the principle of compara-
tive advantage.

1. the exchange of ... for ...: [-eeeee y )RR WA, 2. hapha~
zard: ['haep'hezadl a. 205, RS, 3. in excess of: #git, 4,
Mediterranean: [ medita'reinjon] a. B ¥y, S. sufficient: X B Ffe
&, AEERIF, 6. ... Britain and wheat: EEM/MEREXHE, XE—
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A4, &8 R %: Britain is unable to produce sufficient of wheat to
satisfy a large home demand. 7. there arose another incentive for
nations to exchange their products: pp4h3iER another incentive,
there B 5|77, arose ZIRiEhid,



The theory of comparative advantage,® also called the com-
parative cost theory, was developed by David Ricardo,” and
other economists in the nineteenth century, It points out that
trade between countries can be profitable for all,even if one of
the countries can produce every commodity more cheaply. As
long as there are minor, relative differences in the efficiency of
producing a commodity even the poor country can have a com-
parative advantage in producing it. The paradox!® is best illus-
trated by this traditional example: the best lawyer in town is
also the best typist in town. Since this lawyer cannot afford
to!! give up precious time from legal affairs, a typist is hited
who may be less efficient than the lawyer in both legal and ty-
ping matters, But the typist’s comparative disadvantage is least
in typing. Therefore, the typist has a relative comparative ad-
vantage in typing.

This principle is the basis of specialization into trades and
occupations. At the same time, complete specialization may ne-
ver occur even when it is economically advantageous. For stra-
tegic or domestic reasons, a country may continue to produce
goods for which it does not have an advantage. The benefits of
specialization may also be affected by transport costs: goods
and raw materials have to be transported around the world and
the cost of the transport narrows the limits'* between which it
will prove profitable to trade, Another impediment to the free
flow of goods between nations is the possible introduction of
artificial barriers to trade, such as tariffs or quotas.

In addition to visible trade, which involves the import and
export of goods and merchandise, there is also invisible trade,
which involves the exchange of services between nations.

8. theory of comparative advantage: FLEiFI28 2618, XL R E ¥
W, 2RELRERFEAERNOEBEEL AT ENLTEHEES TRY—
HHREHIE, 9. David Ricardo: ['deivid ri'ka:dou] X1 - EEH
(1772—1823),19 {32 HER M 4 & AR BFEHAHRE, HBRE
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Nations such as Greece and Norway have large maritime
fleets and provide transportation service. This is a kind of in-
visible trade. When an exporter arranges shipment, he rents
space*® in the cargo compartment of a ship.

The prudent exporter purchases insurance for his cargo’s
voyage. While at sea, a cargo is vulnerable to!'* many dangers,
Thus, insurance is another service in which some nations special-
ize, Great Britain, because of the development of Lloyd’s's
of London, is a leading exporter of this service, earning fees
for insuring other nations’ foreign trade.

Some nations possess litile in the way of'® exportable com-
modities or manufactured goods, but they have a mild and sun-
ny climate. During the winter, the Bahamas'’ attract large num-
bers of tourists, who spend money for hotel accommodations,'®
meals, taxis, and so on. Tourism,'® therefore, is another form
of invisible trade.

Invisible trade can be as important to some nations as the
export of raw materials or commodities is to others. In both
-cases, the nations earn money to buy necessities.

(From The Elements of Export Practice by
Alan E Branch)

2. UNIQUE PROBLEMS IN INTERNA-
TIONAL TRADE

There are some unigue! problems in international trade and
companies doing business overseas must be aware of? them. In

13, rents space: B L7, 14. be vulnerable to: BB =3, in-
Young people are vulnerable to temptations. £ AKX B S HiE R, 15.
Lloyd’s: [loidz] n. S REREAR, IATITHERY, BWRBEH—/G
Mo, HEEMARBREAHHR RS ENE LERALORMEEHEIRN
. 16. in the way of: f£.--- 5, fu: Hollywood fashions in the
way of clothing are servilely imitated by the Japanese. B A Hibi8
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particular, these include (a) cultural problems, (b) monetary?
conversion, and (¢) trade barriers.

Cultural Problems

When companies do business overseas, they come in con-
tact with* people from different cultures. These individuals
often speak a  different language and have their own par-
ticular customs and manners. These differences can create prob-
lems.

For example, in France, business meetings begin promptly at
the designated® time and everyone is expected to be there. For-
eign businesspeople® who are tardy are often left outside to
coo! their heels” as a means of letting them know the impor-
tance of promptness, Unless one is aware of such expected be-
haviors he may end up insulting® the people with whom he
hopes to establish trade relations.

Monetary Conversion

A szcond traditional problem is that of monetary conver-
sion, For example, if a transaction is conducted with the Soviet
Union, payment may be made in rubles. Of course, this curren-
€y is of little value to the American firm, It is, therefore, neces-
sary to convert the foreign currency to® American dollars. How
much are these Russian rubles worth (in terms of'® dollars?
This conversion rate** is determined every market, where the
currencies of countries are bought and sold, Thus there is an
established rate, although it will often fluctuate from day to
day. For example, the ruble may be worth $ 0.75 on Mondayt

3. monetary: ['manitori] a. Tk, 4. come in contact with:
B, 5 REBRER, 5. designate: ['designeit] v. 589, 8%, 6.
businesspeople: H 3 A businessman (businessmen—E #), 2B
LIH3 businesspeople [(businessperson), RRANHALMBEHHE N, &
#, HAHR chairperson f£# chairman, 7. to cool one’s heels: (g%
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and $ 0.72 on Tuesday because of an announced wheat short-
age in Russia, In addition, there is the dilemma!* associated
with converting at $ 0.72. Some financial institutions may be un-
willing to pay this price, feeling that the ruble will sink much
lower over the next week. As a result, conversion may finally
come at $ 0.69. These “‘losses’” must be accepted by the com-
pany as one of the costs of doing business overseas.

Trade Barriers

A third uniquz problem is trade barriers. For one reason
or another’4, all countries impose trade barriers on certain
goods crossing their borders. Some trade barriers are directly
related to exports. For example, the United States permits stra-
tegic military material to be shipped abroad only after govern-
ment permission has been obtained. Most trade barriers, how-
ever, are designed to restrict imports. Two of the most common
import barriers are quotas and tariff's.

Quotas

A quota is a quantitative restriction that is expressed in
terms of either physical quantity or value. For example, a quo-
ta that states that no more than 50,000 Class A widgets!®* may:
be imported from Europe each year is a restriction stated in
terms of physical quantity, Meanwhile, a quota that restricts.
the importation of a certain type of Japanese glassware to'® no
more than $ ! million worth'” a year is stated in terms of val-
ue.

Tariffs

A tariff is a duty or fee levied!* on goods being imported

into the couniry. These tariffs can be of two types: revenue:

13. dilemma: [di'lems] n. 8,3 ERE, B, 14, For one:
reason or another: &%, B E BTFARNER, REIHEETH:
in one way or another{ AR A R); at one time or another (FEAR
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