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Overview of International Trade

AEFIES:

1. BFRR S MELEML

2. BRFH AR BB,
3. B 2R B,

Key points:

1. Brief history of international trade;
2. Basic concepts of international trade;

3. Development threads of international trade theories.

F—1 ERERASHTE. EREHZE
The Origin, Development and Classification
of International Trade

. EFRBEEES%E  The Origin and Development of
International Trade
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The origin of international trade came about because of the significant development in
human productivity. It is based on two conditions: They had surplus products to exchange and the
appearance of the political entity. In enslaved societies, international trade was limited because of
low productivity, the difficulty of transporting goods and the limited quantity of commodities.
The trading commodities consisted mainly of enslaved human beings (slaves) and the luxury

goods that the rich slave owners consumed. In feudal Societies, international trade kept pace with

economic developments in society. China carried out international trade with European and Asian
countries via the Silk Road. There was also trade contact with the countries bordering the
Mediterranean, Baltic, North and Black Sea. From the end of the 15th to the early 16th century,
the great geographical discovery further promoted the development of international trade. Most
products traded, at this time, were general consumer goods and luxury goods for the consumption
of the feudal lords.
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Once the capitalist mode of production was developed, especially after the Industrial
Revolution, international trade developed rapidly. Rising productivity and the increasing amount
of commodities that were being produced led to more world wide trade. From the 17th to the 19th
centuries, the foreign trade between capitalist countries continually rose. Great Britain
monopolized the international trade for a long time. The goods that were being traded were
general consumer goods, industrial raw materials and mechanical equipments (or machinery).
Towards the end of the 19th century, during the imperialist era, the world’s economic system and

world markets became more unified and formed.
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After that, the impact of the First World War and the world economic crisis between 1929
and 1933 made the capitalist world economy destroyed. The volume of world trade collapsed and
remained stagnant. After the Second World War, the international trade further expanded and
developed. The United States of America became the leading power in international trade.
International trade mainly happens in developed countries nowadays, and the U.S.A. remains the
world’s largest trading nation, although its status has declined somewhat. Germany, Japan and
other countries have developed significantly. The developed countries dominate contemporary
international trade. The developing countries have a very small share in international trade, but
compared with themselves, the foreign trade develops greatly. They have become the forces that
can’t be underestimated. International trade plays a decisive role in the contemporary international
affairs, as well as having an important role in individual countries.
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Since the 1950s, the socialization and internationalization of production has continually
improved. The rapid development of productivity has been brought about by the revolution in
science and technology. It has dramatically changed the machinery used, production methods and
patterns of transportation and communication. The world economy has grown so much as a result
of this revolution so international trade has entered a new stage. Nowadays finished products are
superior to primary products and occupy a dominant position. New and innovative products
emerge continually as well as new ways of doing business such as e-commerce. From this we can
see that international trade is unprecedentedly active with many new features in scale, developing

speed as well as in transaction ways.

—. EPRE 5949 2 Classification of International Trade

1 EERBSARASAEORS. #OR5MiIIKR S Classified according to the
movement of goods: export trade, import trade or transit trade
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Export trade refers to products that are manufactured or processed in the domestic market
that are then exported for sale in other foreign countries. Import trade involves the importation of
products manufactured or produced in foreign countries for sale in the domestic market. When the
products that are manufactured in country A are transported via country C into country B, this
trade activity is known as transit trade for country C. Country C is only involved in the deal
because of its geographical location. It is not directly involved in the business transaction,
however, the goods have to pass through their border controls and customs territory. They

therefore form part of their customs statistics and foreign trade.

2. BALE=ES5N . EERS. BERHMEORS Classified according to
there being participation or non-participation of a thirq country: Direct trade,
indirect trade and entrepot trade
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Direct trade occurs when products are transported directly from the country of manufacture
to the country where it will be consumed. The two parties negotiate and balance accounts directly
with each other. Indirect trade occurs when the manufacturing country has to send their goods via
a country other than the one that the goods are intended for. Indirect trade is referred to as an
indirect export for the country exporting the goods. In the country that the goods will be
consumed in, it is an indirect import. For the country through which the goods pass, this form of
trade is called entrepot trade. Certain countries are very suitable for entrepot trade because of their
beneficial geographical location, for instance, Singapore, Hong Kong, London and Rotterdam

amongst others.



3. HFEIERNS: WLREHINHKRAS Classified by the settlement instrument
involved: free-liquidation trade and barter trade
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Free-liquidation trade can be settled by free convertible currency. Barter trade is settled by
means of goods with the same value being exchanged instead of a money payment. The benefit of
barter trade is that imports and exports are directly connected; this can save foreign exchange and

reduce foreign trade deficit.

4. BRGFEXS: BIERBFTHKSR S Classified by the means of exchange:

document trade or paperless trade
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Document trade, the most popular method used at this point in time, refers to the use of paper
documents in transacting the business deal. Paperless trade first appeared in the 1990s. It refers to
trade done by means of EDI (Electronic Data Interchange), namely trading partners trade
according to agreements and transmit standard business data and information via electronic

network.

F2T ERZESEXRHER

Basic Concepts of International Trade

FERFFTAN 27 5 1R B 97 5 BV AR A R vh,  NAZ R A A 42 [ B 57 5 h BB ) S A
W&o LUFBUEA R E ST L4
During the study of international trade theories and policies, we should understand and

master some important basic concepts. The introduction to these important concepts is as follows:



—. HEPRE 5 53152 5 International Trade and Foreign Trade
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International trade refers to the exchange of goods or services between nations of the world,

which is also called world trade. Foreign trade is trading activities undertaken from the

perspective of a country or an area, which is also called export and import trade.

—. WA GEH. ERREHEMINEZE. EFRE 52 Value of
Foreign Trade, Value of International Trade, Quantum of Foreign
Trade and Quantum of International Trade
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Value of foreign trade is the value in currency reflecting the total value of trade in a given
period of a particular country, i.e. the sum of the volume of imports and exports.

Value of international trade refers to the export or import amount of countries in the world
expressed in currency, which we usually use US dollar to express. Because most countries use
FOB price to calculate their export amount and CIF price to calculate their import amount, so the
world import amount is always more than export amount.
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Quantum of foreign trade is the value of a country’s foreign trade calculated on a constant

price in a given period. The index does not fluctuate and is not affected by price or currency



exchange rate fluctuations. It therefore accurately reflects the actual scale of a country’s foreign
trade.
Quanturn of Foreign trade = value of Foreign trade + Price Index of Import/Export Goods.
Quantum of international trade is the value of international trade calculated on a constant
price in a given period, which is not affected by price or exchange rate fluctuations and this is

often used to reflect the scale change in international trade.

=. BB ZIE IR 5 General Trade and Special Trade
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These are two different methods by which a country’s imports and exports can be calculated.
General trade takes place when goods cross a country’s border. The goods that come in are known
as a general import and the goods that go out are a general export. China, U.S.A., The U.K., Japan
and more than 90 other countries have adopted this method. Special trade uses the customs area as
a standard of calculating their imports and exports. If the foreign commodities have crossed their
borders but remain in a free trade zone, the goods will not be included in their imports. France,

Germany and more than 80 other countries have adopted this method.

M. %35 =% Balance of Trade
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Balance of trade is the difference between a country’s imports and exports over a certain
period of time (Usually 1 year). When a nation exports more than it imports, it is called a trade

surplus. A favorable balance of trade has been achieved. On the contrary, if it imports more than it



