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Unit 1  Introduction &# &) 1

Sem
1 Introduction

S ®

In this unit, you will learn;

+ What is international trade?

+ Classification of international trade

+ Some other basic concepts of international trade
+ Parties involved in international trade

.+ Organizations involved in international trade

‘1.1 What Is International Trade? 1|2 & EF#5 57

International trade is the exchange of goods or
services between two or more countries (regions) ,

involving the use of one or more currencies . (!
International trade is also known as foreign trade,
world trade or global trade.

Foreign Trade Law of the People’s Republic of
China defines international trade as foreign trade, that
is, import & export of goods and technologies and
international trade in According to
Organization  for Cooperation &
Development (OECD), world trade includes imports
& exports of goods and services. The World Trade
Organization ( WTO ) covers global trade on such
topics as goods, services and intellectual property
rights. Nations like the United Kingdom and Japan
also call international trade as overseas trade because
they are island countries which have to ship goods to

services.
Economic

B 5 5 R AN SR A L
ERJEZR (X ) 2 8] 7 i Al
55 IS BT B, ¥ K —Fhak
EZL T eS| i 87 BT R i PsD )
ShR5. MARAGRERA
5o
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B B ] B R 55 S o HRHR &
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other nations over the seas.
Countries in the world participate in international

trade because of different reasons. Absolute advantage,

comparative advantage, factor endowment and the

Leontief paradox are some of the international trade
theories put forward by famous economists at different
times. (?) International trade increases competition,
prevents monopoly and provides stimulus to economic
growth, technical development and rising in living
standards in different countries. In most countries, it
represents a significant share of its Gross Domestic
Product.

In a broad sense, international trade involves the
exchange of goods, and services across international
borders or territories. International trade is also a
which, together with
international finance, forms the larger branch of

branch of economics,

international economics. In a narrow sense,
intei*national trade involves only commodity trade.
This text, mainly refers to the practical exercises in
procedures for handling import & export of commodity

products.

Y BEE T s E A A
Ko

A& EEAREESA
EFRH 5. X s B
e EREBAER[HRIFR
SERARII A Rl 9 25 4 2 B o
FigH W ER R 5 #ig, ER
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4 R o B2 5 A [ 9 A 7 BME R
A B E R

M ERYE, EFRH 5
FEBTYIRN IR 55 6 [ 5 B S 4 i
3. HirHZ W RETFEH—
AP, AN B g — A
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U BB A5 AXEE
JEAR AL HE ) OB R AR
Fe P SRRl 55 o

(1 2 Classification of International Trade [Elfr5E 55402

According to the direction of commodity
movement, international trade can be classified into
export trade, import trade and transit trade.

Export is any goods or commodity that is
transported from one country to another country
through the Customs. China was once famous for the
export of silk products and is still known for its export
of garments and textile products. Export goods are
provided to foreign markets by domestic producers.

Import is any goods or commodity that is brought
into one country from another country through the
Customs. Import goods are provided to domestic

IR YR, EHFRH
SRR A A RS #O
Re T EER S o

WO RS RIEEMEKE
K, B—EHEBER— K%
Y. FEYEZLH 025875
TIERR, BRAEDIAR L O AR
MG ME L. ARy E
WEIAE = R pLE B E AT .

HARGRELMEXKE
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markets by foreign producers. China used to import
cars and now it mostly imports foreign luxuries and
advanced machinery and technology.

Transit trade refers to the transportation of goods
from an exporting country to an importing country
through a third country or region, which has no direct
involvement in the deal.

Regarding form and content, international trade
can also be classified into goods trade, tangible or
visible trade and service trade, intangible or invisible
trade.

Visible trade relates to goods traded while
invisible trade relates to services provided for the
buyers. According to the WTO, these invisible
services mainly include business, communication,
distribution,
services. For example, the United Kingdom used to be

construction, finance and tourism
powerful in visible trade and is now very strong in
invisible trade because of its worldwide services in
insurance and stock exchange markets. Trade in
services normally does not need Customs declaration.

As trade relation is concerned, international trade
can sometimes be classified into direct trade, indirect
trade and entrepot trade or intermediary trade.

When a manufacturing country trades directly
with a consuming country, it is called direct trade.
When a manufacturing country trades indirectly with a
consuming country through a third country, it is called
indirect trade.

Entrepot trade is one kind of indirect trade. If a
trade is directly between a
manufacturing country and a consuming country, but
conducted by a third country, it is called entrepot
trade. In other words, the third country imports from
the manufacturing country, then it exports to the

consuming country. Country or region engaged in
entrepot trade usually has a good location or
favourable trade conditions. For example, as a free

concluded not

trade zone, Hong Kong has a good location and is an
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ideal area for entrepot trade. It can import directly
from other countries and export into mainland China;
the other way round, it can import from mainland
China and export to other countries in the world.

‘1.3 Basic Concepts of International
FEIBR B2 5 i REAC HiE 2

There are two commonly used trade systems by

which international commodity trade statistics are

compiled: general trade system and special trade system. *)

The United Nations recommendations advise using the
general trade
comprehensive recording of external trade flows than
does the special system. The general trade system is
also adopted in China. General trade includes all
goods that cross the national frontier and goods which
are imported into and exported from customs-bonded

system that provides a more

warehouses and free zones. The general trade system
is in use when the statistical territory of a country
coincides with its economic territory so that imports
include all goods entering the economic territory of a
compiling country and exports include all goods
leaving the economic territory of a compiling country.

The balance of trade, which is also an important
concept in international trade, is the difference
between the value of imports & exports in an economy
over a certain period of time. A positive balance of
trade is known as a trade surplus and consists of
exporting more than is imported; a negative balance of
trade is known as a trade gap or, formally, a trade
deficit. The balance of trade is sometimes divided into
goods and service balance; especially in the United
Kingdom the terms visible and invisible balance are

THAE BRI ERY, 2
MR O R 5 W BAR M, i
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used. China has had a trade surplus for the past few
years. However, it is always difficult for every country
to keep a perfect balance in international trade.

Standard International Trade Classification (SITC)
is the classification system kept by the United Nations
to classify the exports and imports of a country to
enable comparing different countries and years. The
SITC classification comparing the
composition of foreign trade and the composition of
international trade. Its purpose is for compiling
international trade statistics on all merchandise
entering international trade, and to promote
international comparability of international trade
statistics. The commodity groupings of SITC reflect:

> The materials used in production;

> The processing stage;

> Market practices and uses of the products;

is used for

> The importance of the commodities in terms
of world trade, and technological changes.

The composition of foreign trade shows the
standard of economic, industrial developments of a
country while the composition of international trade
standard of industrial
developments of the world.

shows the economic,
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‘1.4 Parties Involved in International Transaction

EFR 3 Sy A

There are many parties involved in the process for
the fulfillment of an import or export contract.
Foreign trade operators are referred to as the legal
persons or other organizations engaged in handling the
import and export of goods or services in international
trade. Major parties involved in international trade are
the seller ( exporter) and buyer ( importer). The
seller is the party that provides the products or
services and the buyer is the party that purchases the

#EH O A R 52 R A
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goods or services. Sometimes a seller or buyer can be
a manufacturer or a trading company. Sometimes an
importer or exporter may appoint an agent. An agent
is normally a commission earner.

Apart from import & export operators, many
other parties are involved in an international
transaction. One important party is the Customs that
is in charge of import & export declarations. Another
important party is the carrier that transports goods
from one country into another. Then there is the
insurer -or insurance company, the party that arranges
an insurance to indemnify for importer or exporter’s
losses. Next party is the banks that act as opening
bank, advising bank, negotiating bank and
reimbursing bank. Inspection agency is also an
important party that examines the commodities under
import & export contracts. If there is a dispute
between the buyer and the seller, an arbitration
institution or a law court will be another party
involved.
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(1 5 Organizations Involved in International Trade

ElFx 52 S 81

1.5. 1

International Chamber of Commerce (ICC) is the
global organization of world business for economic
growth, job creation and prosperity. It was founded in
Paris in 1919 with an aim that remains unchanged: to
serve world business by promoting trade and
investment, open markets for goods and services, and
the free flow of capital. ICC sets rules and standards
for international trade, for example, INCOTERMS
2010. Today, ICC has 16 commissions of experts from
the private sector covering every specialized field of
concern to international business and thousands of

International Chamber of Commerce (ICC) HFrE <L

Hirm<2A XA RS
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member companies and associations in around 130
countries. Members include many of the world’s most
influential companies and represent every major
industrial and service sector. The ICC International
Court of Arbitration is the world’s leading body for
resolving international trade disputes by arbitration.

1.5.2 ICC China EfEPEDT S

ICC China is the ICC China national committee.
This national body was founded on January Ist,
1995. ICC China’s members, state-owned, private or
foreign-invested, come from a full range of sectors
such as manufacture, trade, finance, transport,
insurance and commerce. It represents the interest of
businesses operating in China and speaks on their
behalf with the Chinese
intergovernmental organizations,

government and

and facilitates
members’ participation in international business
activities as well as the discussion and formulation of
business practices, usages, rules at international
levels.
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1.5.3 China Council for the Promotion of International Trade ( CCPIT)

TEERESRAZRS

Established in May 1952, China Council for the
Promotion of International Trade ( CCPIT) comprises
VIPs, enterprises and organizations representing the
economic and trade sectors in China. It is the most
important and the largest institution for the promotion
of foreign trade in China. With the approval of the
Chinese government, the CCPIT adopted in 1988 a
separate name China Chamber of International
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Commerce ( CCOIC), which is used simultaneously

with the CCPIT.

s, FkS+EERRS R
HTE R

1.5.4 The World Trade Organization (WT0) tH5R BB S5 HLA

The World Trade Organization ( WTO ) deals
with the rules of trade between nations at a global
level. It’s an organization for liberalizing trade. It's a
governments to negotiate trade
agreements. It's a place for them to settle trade
disputes. The WT'O was established in Geneva on
January 1Ist, 1995 and was the successor to the
General Agreement on Tariffs and Trade ( GATT) 4,
which was created in 1948. The last and largest GATT
round, was the Uruguay Round which lasted from
1986 to 1994 and led to the WTO’s creation. Whereas
the GATT had mainly dealt with trade in goods, the
WTO and its agreements now cover trade in services,

forum for

and in traded inventions, creations and designs of
intellectual property. The WTO agreements are
complex because they are legal texts covering a wide
range of activities. They deal with: agriculture,
textiles and clothing, banking, telecommunications,
government purchases, industrial standards and
product safety, food sanitation regulations,
intellectual property. However, there are a number of
simple, fundamental principles which are the
foundation of the multilateral trading system. These
are:

> Trade without discrimination

A. Most-Favoured-Nation ( MFN ).
other people equally.

B. National Treatment: treating foreigners and
locals equally.

> Freer trade: gradually, through negotiation;

> Predictability; through binding and transparency;

> Promoting fair competition ;

> Encouraging development and economic reform.

Most of the issues that the WTO focuses on

treating
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derive from previous trade negotiations, especially
from the Uruguay Round. The organization is
currently working with its members on a new trade
negotiation called the Doha Development Agenda
(Doha Round ), launched in 2001. The WTO has
nearly 150 members, which is over 97% of world
trade. It is responsible for negotiating and
implementing new trade agreements, and is in charge
of policing member countries’ adherence to all the
WTO agreements, signed by the majority of the
world’s trading nations and ratified in their
parliaments.

Dispute settlement is regarded by the WTO as
the central pillar of the multilateral trading system,
and as a unique contribution to the stability of the
global economy. WTO members have agreed that, if
they believe fellow-members are violating trade
rules, they will use the multilateral system of settling
disputes instead of taking action unilaterally. That
means abiding by the agreed procedures, and
respecting judgments. This system is based on
clearly-defined rules, with timetables for completing
a case. First rulings are made by a panel. Appeals
Ultimate
responsibility for settling disputes lies with member
governments, through the Dispute Settlement Body.
Although much of the procedure does resemble a

based on points of law are possible.

court, the preferred solution is for the countries
concerned to discuss their problems and settle the
dispute by themselves. The first stage is therefore
consultations between the governments concerned,
and even when the case has progressed to other
stages, consultation and mediation are still possible.

The WTO Secretariat has around 600 staff and is
headed by a director general who is appointed by the
Ministerial Conference, which is its highest and
decisive body. The WTO's headquarters is in Geneva,
Switzerland.

China’s accession to the WTO was on Dec. 11th,
2001.
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