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UNIT 1

INTERNATIONAL TRADE



Lesson ONE

International Trade

I. Conversation

Mr Zhang works for a multinational company and today he comes to

the Bank of China to open an account. He meets with his former

classmate Mr Lin a staff member of the bank.

Mr Lin

Mr Zhang

Mr Lin

Mr Zhang

Hi there Zhang. Oh I'm very glad I run into
you. We haven’t seen each other even since we
graduated from the college. What’s up
Well at the moment I'm running around like
crazy trying to learn a lot about international
trade because I’ve got a job in a transnational
company.
That’s great. I’'m also interested in it. Now
please tell me what international trade is.
OK. International trade is business whose activ-
ities involve the crossing of national borders. It
includes not only international trade and for-
eign manufacturing but also the growing ser-
3 .



Mr Lin

Mr Zhang

Mr Lin

Mr Zhang

Mr Lin
Mr Zhang

Mr Lin

Mr Zhang
Mr Lin

vice industry.

So it includes all business transactions that in-
volve two or more countries. Otherwise it is
domestic.

That’s right. And such business relationship
may be private or governmental. The transac-
tions are mainly for profit.

Higher sales mean higher profit. That’s why in-
ternational trade is so important that some na-
tions rely crucially on it.

Quite right. That’s the case with the large in-
dustrial nations. As for small industrial nations
with only a few very specialized resources and a
small range of products they export in ex-
change for the many items they must import.
How about the developing countries

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

So that’s the role of the economic interdepen-
dence among countries in the world.

Oh [I'm afraid I must go now.

Please drop in when you can. I'd like to keep in

touch with you. Bye.

I. Background knowledge — international trade

International trade is business activities which cross na-

4 -



tional boundaries. It includes exports and imports as well as
foreign investments which are summarized as part of balance

of payments accounts.

Il. Words and expressions

multinational maltinsefnal a.
2. crucially ‘kru:fli ad.

3. interdependence intadipendons n.

IV. Special terms and phrases

to run into somebody
employment opportunities
economic interdependence

economic goods

Ol s W N =

economic services

V. Exercises

1. Oral interpretation
1
2
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2. Compose a dialogue on the following situation
Wei Jianguo director-general of the Africa and West
Asia Department announced ten trade and investment
development centers will go into operation in Africa. He
was interviewed by a correspondent on Sino-African
trade. You may include the following in your dialogue.
Places the 10 centers will be located in Egypt Mali
Nigeria Zambia etc.
Purposes trade mineral exploitation machinery elec-
tronics forestry.
Reasons The African market has been controlled by the
Europeans. The land is abundant in mineral deposits.
Significance a breakthrough in Sino-African trade coop-
eration

3. Complete the following talk
A

B Nevertheless the United States could not withdraw

from world trade.

4. Additional exercise
Describe the relationship between international trade and

our standard of living.



Lesson Two

International Trade Theory

1. Conversation

Mr Ma has been engaged in international trade for many years

but has got no idea about the development of trade theory.

Mr Richard

a professor of international economics from

Australia is introducing Mr Ma to the theories of internation-

al trade.

Mr Richard

Mr Ma

Mr Richard

You told me that you've been engaged in inter-
national trade for many years. I'm sure you've
already got a lot of business experience.
Exactly. But one thing that troubles me is that
I don’t know the basis for trade and how gains
from trade are generated. Would you mind in-
troducing some of them

Of course not. Let’s begin with Adam Smith’s
Absolute Advantage. In order to make it
clear let’s take the United States and Hon-

duras for example. The United States is effi-
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Ma
Richard

Ma
Richard

Ma

Richard

Ma
Richard

cient in growing wheat but inefficient in grow-
ing bananas and Honduras is efficient in culti-
vating bananas but inefficient in growing
wheat. Is that right

Absolutely. Please go on.

Then the United States has an absolute ad-
vantage over Honduras in growing wheat but a
disadvantage in cultivating bananas. The
United States would specialize in producing
wheat and Honduras would gain by exchanging
its bananas for U.S. wheat.

I see. Any other theories

Now let’s move to David Ricardo’s Compara-
tive Advantage. To make it more interesting
let’s also 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 ab-
solute advantage in both forms of products.
Its efficiency in food production is greater.
Consequently a great deal of clothing is im-
ported from Europe into the United States.
It’s very clever of you. And also there are
many new trade theories. If interested we
may discuss them later.

All right. Let’s get something to drink.

Good idea



