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Introduction

z

*

e

The twenty-first century is an age of unprece-
dented globalization. As one of the most important
economic activities, international trade is playing a
more and more important part in the development of
a country’s economy and in the acceleration of
globalization. :

For the convenience of studying the following
chapters, this opening chapter sets the stage by
discussing the basic concepts of international trade
and contracts.’

“  Learning Objectives:

After learning this chapter, Yyou are expected to:

->

.9

Understand the basic concepts of international
trade;

Understand the fundamental concepts of
contract;

Outline the reasons why countries are engaging
in international trade;

Remember the principles of a contract.
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1.1 Basics of International Trade

[E| PR 52 25 24

1.1.1 Definition ENX

International trade, also 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.

Import means the purchase of goods or services
from another country, while export means the sale of
goods or services to another country.

1.1.2 Characteristic of International Trade

(EIPR 22 5 BY%F =

The fundamental
international trade different from domestic trade is that

characteristic that makes
international trade involves activities across national
boundaries. Special problems may arise in international
trade that are not normally experienced when trading at
home. In particular:
» Deals might have to be transacted in foreign
languages and under foreign laws, customs
(cultural shocks) and regulations.
»  Information on foreign countries needed by a
particular firm may be difficult to obtain.
»  Foreign currency transaction will be necessary,
e.g. USD, EURO etc.
>  Exchange rate variations can be very wide and
create many problems for international trade.

E =% % (International Trade) 23§
T E R Ao/ R R ZE 6 b RS A
AFERRRGES, AR HEH &,
MR S-Fok 2 R F G E (R4, BIRY Ha
HERR S, BRTHRAEERZE 5 T8
EAH K, BT HREEELF L&A
EXxA. NBRGAETHRIIIT 5 A
HEEARTHERT 5.

EFER $Hhite K% 4§ (Import Trade )
Foth 0 | 5 (Export Trade) #H304405%,
MA A GEE TR S,

REGRTHREATEAR SRR
Ak B SAR A E S e E R, B R
RHYLFAEHSENR H LB 6 F
M. BRRHGHEEER:

I RHTREORMIE, ASEE
RG] (KA & ) SR T i#AT

2. MRS FTE 695N B & T AR
VAERAT.

3B RB SRR, dhT. B
AF.

4, JCH A E 8 AL E R D
RIS A,



» Risk level might be higher in foreign markets.
The risks include political risks (of the
imposition of restrictions on imports etc.);
commercial risks (market failure, products not
appealing to foreign customers, etc.); financial
risks (of adverse movement in exchange rates,
high rates of inflation reducing the real value
of a company’s working capital, and so on);
and transportation risks.

» International managers need a broader range
of management skills than managers who are
only concerned with domestic problems.

»  Large amount of important work might have to
be left to intermediaries, consultants and
advisers.

1.1.3 Reasons for International Trade

EPRR S =L REE

There are many reasons why nations trade goods,
with the most obvious being that they can get products
from abroad that are cheaper or of higher quality than
those that can be produced at home.

Besides, the reasons may also be to acquire resources
and/or benefit, to achieve diversification, and/or to
expand sales.

1.1.4 Benefits from International Trade

=P 52 55 B 974

The benefits that countries gained from trading
internationally are great, which partly explains the
increasing volume involved in international trade.
Generally, countries are likely to get the following
benefits from trading with each other:

Chapter 1  Introduction
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To get cheaper goods or services. As has been
mentioned above, the major reason for countries
to trade with one another is that there is a cost
advantage. And it is this cost advantage of the
supplying countries that enables the demanding
countries to buy certain goods or services of the
same quality or higher quality at lower prices as
the cost involved in producing them in their own
countries is much higher. Furthermore, the ever
developing technology in various fields and the
ever escalating competition in the world market
in the new millennium have been making
prices of the goods even lower, which benefits
consumers to a larger degree. Consumers thus
are able to enjoy goods at much lower price.

To get larger economic growth. By trading
with other nations, nations can gain more market
share on its exported goods and take advantage
of economies of scale. Economies of scale
characterize a production process in which an
increase in the scale of the firm causes a
decrease in the long run average cost of each
unit. In other words, when economies of scale
are realized, the average cost of each unit is
reduced, more profits are able to be generated
from selling more units to more markets.

To get greater variety. No nation can produce
all the commodities or services that it needs,
which makes the international trade possible.
And the different tastes and preferences of the
consumers urge international trade to go even
further. Undoubtedly, as a result, international
trade makes it possible for a nation to provide

1. KRR EREHH SRS, P LY
Pk MRS 5 8 2R RE —RAR Y. B
25 6 RS AR R A A K
BT 2R BARE B R
PESTNES CPEEY TS
4 3 AR AT 20 0T 8 7= S
AR, RS KW A

2. KA E R ZHHEK, Bt s e
HROXSG, HoBFRKEEERGTH
WA AMAEZ P RAE, MEEF

( Economics of scale) A& 454k A& = MAE
HY R TEAREAL = b ) RT3 A,
PP, AFMARZ R, 45 5T R A
T, ¥ESFRAEEE S FHARIR
F&HAHE.

3. 7 Rn 3 b4, BATAE 4
EY S L R Y ENE S
THER B TR, KA k49 TR
RAMETHAER . EARA, B
HREE AN R A RME S A4 &,
HERRET ARLBAE.
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a wider variety of products for its consumers
and thus help to improve the living standards

of its people.

1.1.5 Forms of International Trade

[E PR 2R 5 a9 ZEEY : ] faghan)
Generally, the forms of international trade can be I
summarized into two types: Gy et nale sl
»  Merchandise Exports and Imports ) O LRTRGRE S
- Exporting () e
: 4 @ ko ‘
1) Direct exporting ® Bk Te i
2) Indirect exporting 2V o sl teded
- Importing o) ks, BEME
»  Service Exports and Imports b RLRABEER :

(3) BSREGER
- Travel, Tourism, and Transportation RGeSt

- Performance of Activities Abroad ppinn ad i ind uiGinne
- Use of Assets From Abroad
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1.2 Basics of Contract
& E Y & At
1.2.1 Concept of Contract

BRIBEX

Contract, also known as a covenant, has various
concept statements according to different scholars and
many different regulations based on domestic or
international laws. The earliest contract definition
derived from Roman law. In accordance with the
provisions of the Roman law: contract is consensus (&
) between the two parties on debitor and creditor’s
right. The France Civil Code article 1101 regulates
contracts to be consensus, which are mutually
satisfactory, the person or persons for any other person
or other persons make payment, act or omission of the
debt. Countries that adopt the common law consider the
essence of the contract is the promise made by mutual
parties. If contrary to the promises, legal relief will be
provided. The fulfillment of the promise is the
obligation confirmed by the law. The basic principles of
bourgeois countries: “freedom of contract, contract
first.”

In September 1998, the fourth session of the Ninth
China National People’s Congress (NPC) agreed on the
new “Contract Law”. The 2nd article stating: “agreements
about establishing, changing, and termination of civil
rights and obligations of the partnership between the
equality bodies of natural persons, juridical persons,
and/or between other organizations.”

4 F (Contract), XAkR%, ik
BREX, VINFHARE TRGRE,
B AR AR GRAE., KT
Rt R A RRTF Lk, BB Lkt
Z: AR ARG 5 FARLE Atk %
26946&. CEERER) £ 1101 £AE
AR A AT, HHERE, —ARKA
2 F A — ARBA R 4284+, AR
HHethS. RAXLEGERNAAS
FlERAET ARG % FAZRMLH 642
T, A BRIEAE, BAEEL TR
7, BATEAERERHNG LS. F
ERBERKTARI: “RéYfd, RHZE
E.2
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