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ABSTRACT

PROFIT DISTRIBUTION IN
INTERNATIONAL TRADE
AND INVESTMENT

T his is a theoretical monograph concerned

with the study of interest distribution
in contemporary international trade and
‘avestment. As a research achievement of
an economist in a developing socialist coun-
try, the book’s contribution lies in expoun-
ding the following:

1. The position of a nation in inter-
national division of commitment depends on
its level of industrial development. A given
level of industrial development produces
a given type of production structure and
trade structure. 'The “relative advantage” of
a nation can only play a role within the
restrictions of a given type of production and
trade structure, and to go beyond the bounds
of such restrictions is impossible. Different
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types of production structure and trade
structure of nations in different developing
stages of industrialization form the ladders
of international division of commitment.
" 2. In the international division of com-
mitment of such a ladder type, nations at
the lower rungs of the ladder have different
positions of interest from those at the higher
rungs. Generally speaking, the former bear
deficits of national wvalue of trade, while
the latter enjoy surplus of national value of
trade. To nations at the lower rungs of
the ladder, relative interests of trade are
merely potential, while to nations that are
at the higher rungs, the interests are real.

The process ofescalation of a nation in
international division of commitment 1is, as
far as relative interests of trade are concerned,
actually the” process of moving from the
potential to the real.

3. The development process of induss
trialization of a nation must be a continuous
reversive process from types of production



structure to those of trade structure. To a
given type of trade structure, its relative
interests of trade have a tendency of gradual
decrease with development of industrializa-
tion. Meanwhile, a new type of trade
structure with increasing relative interests will
necessarily substitute it. The reversing speed
of the types of trade structure decides the
relative position of a nation at the ladder
of international division of commitment.
A nation, even a developed country, will
bear deficit of national value of trade if it is
unable to realize the reversal of types of
production structure and types of trade
structure, or if the reversal of types of trade
structure lags behind that of those of pro-
duction structure.

4. With the existence of deficit of na-
tional value of nations at the lower rungs
and surplus of such value of nations with
high capital-technology formation, it is
impossible for all trading nations to reach
macrobalance of goods and value of their



national economy. The transfer of inter-
national capital from nations in higher po-
sitions of a ladder to those in lower positions
is the natural result of the functions of in-
ternal rules of macrobalance of the national
economy among all trading countries. It is
also the necessary condition for the realization
of low-position nations’ deficit of national value
of trade and of higher-position nations’
surplus of national value of trade. Therefore,
there exists an inherent unity between inter-
national trade and internationa! investment.

5. The elevation of lower-position na-
tions in international division of commit-
ment is decided, not by the improvement of
foreign trade condition, but by the reversal
from types of production structure to those
of trade structure, from an exporting country
marketing largely labour-intensive products to
that marketing largely capital-intensive pro-
ducts. In other words, in the situation of
international competitions, nations in lower
positions can not improve their interest



position in international trade by spontaneous
relative interests of trade. Therefore, such
nations can only improve their interests po-
sition in international division of commitment
and international trade by taking an active
part in such a division and such a trade,
making use of international investment, and
pursuing corresponding policies and strate-
gics so as to promote the reversal of their own
types of production and trade structures.
6. Developing socialist countries that are
in the stages of turning to an opening system
in international division of commitment,
trade and investment have great specific
characteristics. Generally speaking, in the
process of this kind of transfer, because of the
conflicts between a new system and an old
one, developing socialist countries have to
bear a deficit in national value of trade which
exceeds its degree of industrialization. This
additional deficit in national value of trade
is the price the developing socialist countries
have to pay in the course of turning to an



opening system. The ceiling of such a price
is, in the final analysis, decided by the width
and depth of the whole process of reform.

The author of this book is Professor Wang
Xinkui, Dean of the Economics Pepa.rtmcnt
of Shanghai Foreign Trade Institute. He
is one of the younger Chinese scholars who
have won distinction in the field of economics
theory in recent years. 'This book represents
the fruit of his participation in China’s eco-
nomic system reform in the past decade
and his untiring quest in theory. It will
make due contributions to further devel-
opment of China’s theoretical economics
both for its academic value and for its prac=

tical significance.
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