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Chapter One: Macroscopic Policy
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v Unit 1 Concept of Foreign Trade
v Unit 2 Foreign Trade and Foreign Travel
v Unit 3 Customs Entries '

Unit1 Concept of Foreign Trade

€3 Dialogue 1:

Wang:

Lee:

Wang:

Lee:

Wang:

Lee:

Wang:

Lee:

Understanding International Trade

Hi, Lee. I'm very glad to meet you here. We haven’t seen each other ever since we

graduated from the college. What’s up?

I happen to know you are working in this international trade company? At the moment
I’m walking around trying to learn something about international trade because I"ve got

a job in a transnational company.
That’s great. I’'m also interested in it.
Now would you explain roughly to me what international trade is?

OK. International trade is the business which involves the activities of crossing the
national borders. It includes the international trade, foreign manufacturing and the ser-

vice industry, which is now at a growing trend.
Can I say that includes all business transactions involving two or more countries?

That’s right. Otherwise it is domestic. And also such business relationship may be

private or governmental. The transactions are mainly for high profit.

Higher sales mean higher profit. That’s why international trade is so important that

3
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some nations rely crucially on it.

Wang: Quite right. That’s the case with the large industrial nations. As for small industrial
nations with only a few very specialized resources and a small range of products, they

export in exchange for the many items they need to import.
Lee: How about the developing countries?

Wang: Well, for the developing countries, exports provide employment opportunities and earn-
ings to pay for many foreign products that cannot presently be produced domestically
and the advanced technology not available at home.

Lee: So that’s the role of the economic interdependence among countries in the world. Oh,

you have really made this concept much clearer to me. Thanks a lot.

Wang: Please drop in anytime you like, and keep in touch.

Notes:

1. international trade [E 7% 5
A FIERSMX 2 (W5 SR gD - B R SR B S5 S0 ERES -
kx5 Sy th bR it 57 51 55, EBr 5 5y i i 11 87 5 (import trade ) §1H 11 % 55 (export trade)
PERIM AR, dCART R St O R 5.

2. transnational company F&[E /> &]

TR B AN CL B REVE G LB AR, MBS MBS s E BRtE
ABIAY, NARERR 2 AIE % E A E] .

3. As for small industrial nations with only a few very specialized resources and a small range
of products, they export in exchange for the many items they need to import.

T AR HH AEA £ W UR RS 2L SHRAVE R R /A8 LR = S E %, 0
BHTHBRBRECIIFEEOMRL =50

4. drop in [WfEFF Vi

{5l : Would you drop in when you are in town?
(PREN 8 BRI LF g7 )

€ Dialogue 2:

International Trade Theory

Richard: You told me that you’ve been engaged in international trade for many years. I'm sure

4



B % SR O 5 % ERHR

you’ve already obtained a lot of business experience.

Ma: It is true that I have been in this field for a couple of years, but I feel I still need to
understand it in a theoretical way. One thing that troubles me is that I don’t know the
basis for trade and how the benefits from trade are generated. Professor Richard,
you are an expert in the international economics. Would you mind introducing some
of the theories in the international trade?

Richard: Of course. Let’s begin with the theory of Adam Smith’s Absolute Advantage. In
order to make it clear, let’s take the United States and Honduras for example. The
United States is efficient in growing wheat but inefficient in growing bananas while
Honduras is efficient in cultivating bananas but inefficient in growing wheat. Is that
right?

Ma: Absolutely.

Richard: Then, the United States has an absolute advantage over Honduras in growing wheat
but a disadvantage in cultivating bananas. The United States would specialize in pro-
ducing wheat and Honduras would gain by exchanging its bananas for the U.S. wheat.
In this case, we can say that the U.S. has an absolute advantage in wheat and Hondu-
ras has an absolute advantage in bananas.

Ma: I see. Any other theories?

Richard: Now let’s move to David Ricardo’s Comparative Advantage. To make it easier to
understand, let’s take the United States and Europe for instance. The United States is
relatively more efficient than Europe in producing food and clothing. Therefore, the
U.S. has an absolute advantage in both forms of products. But its efficiency in food
production is greater. Consequently a great deal of clothing is imported from Europe
into the United States.

Ma: So can we say that the U.S. has a comparative advantage over Europe in food pro-
duction?

Richard: It’s very clever of you. And also there are many other trade theories. If you are

interested in them, we may discuss them later.
Ma: All right. Let’s get something to drink.
Richard: Good idea!

Notes:

1. Adam Smith I - #i% (1723 — 1790)
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3. David Ricardo K T - ZFEE (1772 — 1823)
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4. comparative advantage H 5 {1 T4
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5. Honduras JE&R$7 8T (17 T £ E %K)

€3 Dialogue 3:

Foreign Trade Policy

Swift: I'm glad to say that the business relations between us have got along very smoothly for
the years. I have a good reason to believe in your trade policy. Is that right?

Zhao: Of course. Our foreign trade policy is stable and consistent. Why? You look as if you
have something on your mind today. What makes you uneasy, Mr. Swift? Tell me,

please. Maybe I can talk you out of your uncertainty.

Swift: Well, it is said that you are taking up a new foreign trade policy in your business dealings.

Is that true? Does it mean that your trade policy is going to change?

Zhao: We still keep to the major principle of equality and mutual benefit in our trade with other

countries. We are only trying to adapt to some general international practices.
Swift: I'd like very much to know more about this. Could you explain it in detail?

Zhao: With pleasure. We have adopted, for example, payment by installments, compensation

6
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trade and so on.
Swift: Do you accept foreign loans?

Zhao: If the terms and conditions are favorable, we are prepared to accept foreign loans. Apart
from this, we also encourage various forms of foreign investment. For instance, you
can establish an enterprise exclusively with foreign capital if you use advanced technol-

ogy and equipment and market most of the products outside China.

Swift: Then your policy is indeed more flexible than before. This will give both of us a better

chance for cooperation.
Zhao: Yes. It will benefit both of us.

Swift: Thanks for your explanation. Now I’ve come to see that you're really pursuing an open-
door policy. China is progressing rapidly. I hope your policy can remain unchanged.

Zhao: Don’t worry about it. We’ve always adhered to our policy in the past and surely will do

so in the future.

Notes:
1. on one’s mind $E[E¥E, HIEHEMPY

5l : You look worried. Is there something on your mind?
(REEROCEHEN, Hi 203G )
2. talk ... out of ... R A il

i : Eric was thinking about quitting school, but I talked him out of it.

(M HL3w S (% [ IR 2, (HI I ARMFT WX A~ &k o)
3. We still keep to the major principle of equality and mutual benefit in our trade with other
countries. TENIFAEIRAY L 5y b FA T2 U849 2 1 R0 3 E R
4. payment by installments 5> Hf {+§ 3%
5. compensation trade £p 2% 5
MXPRF iR eH, FE28 A — J7 X J7 1@ 45 FH i 2Rk L wE s B, RGN
W BB 05, 2 BIREAT R T %fi?f\ﬂ’ﬂfr Ezﬂ%’

€ Dialogue 4:

China’s Foreign Trade Practices

Mr. Zhao: Well, we want to follow the international practices. For instance, we would
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Mr. McDonalid:

Mr. Zhao:

Mr. McDonald:

Mr. Zhao:

Mr. McDonald:

Mr. Zhao:

Mr. McDonald:

Mr. Zhao:

Mr. McDonald:

Mr. Zhao:

Mr, McDonald:

Mr. Zhao:

Mr. McDonald:

Mr. Zhao:
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welcome the establishment of the representative offices of the foreign compa-
nies, and we’ve also thought of opening up offices abroad.

Those strategies should make it easier for business to be done. Things could
be settled faster if the companies have their own offices on the spot.

That’s the general idea of following the international practices.

Would you accept orders according to our designs?

Yes. We’d also be willing to accept orders made with the buyers’ own mate-

rials, or even packed or packaged with the buyers’ materials too.
That’s a great improvement.

We’re also ready to accept export orders under which components, spare
parts or complete sets of tools will be made according to the specifications of

the buyer’s own machines.

Oh, that’s good. You know, I had no end of trouble haggling with your people

over things like this in the past.

Well now, not only do we accept orders according to the buyer’s specifica-

tions, but we also accept different kinds of payment.

I must say you’re catching up fast.

We’re trying to.

What about prices? Do you still keep to your own? If you do, it’ll go on being

hard to do business with you, just as it was in the past.

We’re trying to adjust our prices in accordance with prevailing prices on the
world markets. Our position is a difficult. Owing to the limited-level in indus-
trial and agricultural production and the changing needs in the overseas mar-
kets, some of our goods fall short of demand, and some still do not meet the
needs of our foreign customers with regard to quality and design. This makes
it difficult to fix prices which are satisfactory to everyone. However, we are
making efforts to raise the quality and quantity of our export goods, increase
designs and varieties, improve packing and packaging.

That’s all very well. But could you tell me just what the reason for these
changes is?

Well, the reason is simple. We’ve just restored or adopted the international
practices. Our commodities are for the use and consumption of foreign cus-

tomers. So it stands to reason that the design, color, type and packaging of our
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export goods should cater to their needs. We don’t want to impose anything
on them, and similarly we don’t want anyone imposing anything on us.

Mr. McDonald: That seems sensible. I hope it will all mean we’ll be able to do more business

in the future.

Mr. Zhao: I'hope so too. Is there anything else on which I can give you information? Our

corporations are glad to consider our buyers’ suggestions with regard to any
other ideas for more flexible trade practices.

Mr. McDonald: No more for now. You have given me quite a lot of information I presently

A L bW

need. Thank you very much.

Notes:

. on the spot {E¥13% ; 7F 4k

5l : The Americans didn’t have troop on the spot and couldn’t control the event.

(EEAEL AT, TTHEHEE.)

- We’re also ready to accept export orders under which components, spare parts or complete

sets of tools will be made according to the specifications of the buyer’s own machines.

A e S HE 200 DT e R ER A SR EE T B AT DU SETT B S AL BSHIRTRS S BT -

. haggle with }{ft, vHAEM

. prevailing price RIS

. fall short of demand g%k, AR R
- fix ve. W€ ; RE

#l . Shall we fix a date for the picnic?

(BATTE— T B RAIRT RILFG?)

. make efforts %25

- So it stands to reason that the design, color, type and packaging of our export goods should

cater to their needs. PRFRATH 7= REETE - Bt - FRMEE ST SMHITMEE.

It stands to reason that... WS W ; MABERREL--- -

f5i . It stands to reason that if we leave late, we will arrive late.
(HRBMRBA T T, HATPSHRE.)

caterto 4, &, &
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¢>» Dialogue 5:

About the Trade Barriers

Mr. Foster: Hi, Mr. Yuan, how about your company?

Mr. Yuan:

Very well. After several years’ development, our company occupies a favorable
position in the whole country. Now we plan to enter the world market. But one
thing that troubles me is that I’ve got no idea about the trade policy. Would you

please help me?

Mr. Foster: With pleasure. Restrictions and regulations dealing with a nation’s trade or com-

Mr. Yuan:

Mr. Foster:

Mr. Yuan:

Mr. Foster:

Mr. Yuan:

Mr. Foster:

Mr. Yuan:
Mr. Foster

Mr. Yuan:
Mr. Foster

Mr. Yuan:

merce are generally known as trade or commercial policies. One of the most im-
portant types of the policy is tariff.
Why do the trading nations levy a tax on the traded commodity?

Developing countries rely heavily on export tariff to raise revenues while industrial

nations invariably impose tariffs to protect some of the domestic industries.

So that’s the primary function of tariffs.

Historically, tariffs have been the most important form of trade restrictions. There
are many other types of trade barriers.

Then what are they?

These non-tariff trade barriers include import quotas, voluntary export restraints,

anti-dumping actions, technical, administrative and other regulations.

If all countries place barriers on international trade, I'm sure it will hurt it greatly.

: Exactly. In recent years, these non-tariff trade barriers were obstruction to the
flow of international trade but now they represent a major threat to the world
trading system.

By the way, what does WTO stand for?

: It stands for the World Trade Organization. Its purpose is to promote free trade

through multilateral trade negotiations.

I see. Thank you very much.

Mr. Foster: You are welcome.

Notes

1. levy vt

10

fEH (B3 5 5



