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Introduction

Developed countries can enhance global trade integration by improving the position of developing countries through the use of comparative advantage.  To identify the comparative advantage of one organization or country to another is to compare the opportunity costs of each, not to compare the absolute advantage of each.  Those organizations or countries that have absolute advantage in the form of produced goods, services or natural resources can benefit “by focusing on those skills and buying other goods or services from those who produce them at a comparatively low cost” (Library of Economics and Liberty, 2009).  Those organizations or countries that have less of an advantage than others still have something valuable to offer and can benefit by focusing on the skills, goods, services or natural resources that can be traded at a lower opportunity cost than their trading partners.  For the purposes of this paper, trade between a developed country, Japan, and a developing country, China will be observed to demonstrate how the use of comparative advantage can allow organizations and countries to enhance their position in the competitive global market such that everyone gains from trade.

Japan is the world’s second largest economy and first largest Asian economy (World Eye Reports, 2009).  The second largest Asian economy is found in Japan’s long-time trading partner and developing country, China.  “Japan continues to urge its Asian neighbors to boost financial cooperation and maintain existing regional development initiatives” (World Eye Reports), in an effort to enhance the Asian and the global economy.  To that end, the two countries cooperate with one another to exercise comparative advantage trading goods, services and natural resources that are mutually beneficial and enhance the trading position of each.

Products of Japan


Freshly, an intensity of production started with reference to hi-tech modernization that has contributed extensively to appealing corporate benefit representation from Japan. An example of this appealing representation relates highly to consumer electronics, wherever digitization and other developments have allowed organizations to produce substantial earnings for widespread fresh products, such as innovative cameras and advanced television sets. However, the products mentioned are by no means the only spot for which capital is gaining. Over 60 percent of the progression with Japan’s advancements goes for special effects such as significant components as construction machinery mainly used for the creation of cars. This represent type of progression represents a sector of how Japan maintains the comparative advantage along with skillful capabilities. 


To create a successful market selling automobiles, a country must look for various technologically advanced procedures arranged with common characteristics, which derive from the scope of Japanese technology. Japan is a nation that installs indicator coordination which exemplifies control, operation, and communication expertise; this type of expertise involves a complex, meticulous system that includes functions that require manufacturing plants equipped with skillful scientists who are capable of engineering parts for products such as Japan’s most successful selling products such as camera’s, televisions, and automobiles. (REITI, 2008)

Natural Resources of China

Natural resources are one of the most cost effective ways to increase wealth and profitability for a nation. These are the resources that are naturally produced, which can then be extracted from the ground, mountains, caves, and mines.  China is a home for many natural resources. 
According to the CIA Factbook, China’s natural resources include coal, iron ore, petroleum, natural gas, mercury, tin, tungsten, antimony, manganese, molybdenum, vanadium, magnetite, aluminum, lead, zinc, uranium, hydropower potential (world's largest). Some of these natural resources, tungsten, aluminum and molybdenum, can be used to manufacture some products in Japan. Since China has a comparative advantage with these resources, engaging in trade with Japan can be beneficial for both countries. China now has the availability to export the natural resources that are easily accessible, and inexpensive to process, to Japan who can use these resources to manufacture the products they are known for, cars (Toyota), and the Sony products such as cameras and televisions. 


Tungsten is a metallic element that is found in the earth. Some of the uses of tungsten include, wires in furnaces, the production of steel to harden the metal, it can be used as a cutting tool, in X-Ray tubes and incandescent lamps (television tubes), which are used and needed for the production of televisions. With tungsten being one of China’s natural resources, the production and extraction of the resource can be effectively, and most efficiently. This natural resource can be used as a trading tool with Japan, who has a need for tungsten to manufacture televisions. 


Aluminum is another metallic element that is a natural resource found in China. Aluminum has many uses including in the production of automobiles. Japan is one of the leading manufacturers in automobiles.  Companies like, Toyota and Mitsubishi would benefit greatly from the import of aluminum from China who can extract the natural resource and produce this commodity efficiently. In addition to aluminum, China also naturally produces another metallic element used to produce steel, another metal used in the production of cars. 
This natural resource is molybdenum. Having the advantage of naturally producing each of these elements puts China in a comparative trading advantage with Japan who needs these elements in the production of their automobiles.

Japanese and Chinese Target Markets

Exports from Japan to China increased by 23.9 percent, and imports from China increased by 23.9 in 2008 (World Eye Reports, 2009).  The electronics and automotive industries are two of Japan’s largest industries.  Electronics and automotive products represent two of Japan’s largest exports, while mechanical and electrical products represent two of China’s largest exports (Manufacturing & Technology News, 2006). Based on the exports mentioned here, the benefits of each country exercising its comparative advantage and target markets for each of its respective products begin to emerge.

Chinese exports of natural resources such as tungsten, tin, and molybdenum and their alloys as raw materials, in the form of semi-finished products such as wires and sheets, and finished products are used for numerous industrial applications.  Target markets for these types of resources are major electronics companies such as Sony, Panasonic, and Toshiba.  These companies produce video and audio equipment such as televisions, Blu-Ray and DVD players.  Other electronics market opportunities can be found in Canon, Fujitsu, or Nikon, each who produce a variety of cameras.  The same resources can be used in the automotive industry by manufacturers such as Toyota, Mitsubishi, and Honda among several others.  Each of the companies listed here represent powerful competition in its respective markets around the globe and can provide China with long-term export relationships.

Japanese electronics and automotive industries export large volumes of finished products to China, while also operating manufacturing facilities in the country from which they market finished products.  China’s size and population make it one of the largest import countries trading in the global market.  As wages in the country rise from employment by industrial companies the rapidly growing Chinese economy has boosted consumer spending in many sectors of the population.  The target market for electronics products and autos is wide reaching and includes the average urban household and some rural areas (Reuters, 2009).  According to research of consumer markets in China, companies should also consider “moving out of the main urban centers and into the rural hinterland to win consumer interest” (Reuters, ¶7).

Impact of Resources on a Country’s Trading Position


Protection is a primary trade policy of developing and developed countries in order to support industrialization. This subject has been a broad focus throughout the economic literature within the continent of Asia. Many elements that contribute to a growing economic development: An example of such an economic development would be the increase of capital, labor force, and the progression of technology especially through with the shift of effort and resources by the means of cultivation to production by the means of weighing the economy. The impact of trade on countries has entirely helped the economic development through expanding exporting and importing. Trade has also assisted in some way owing to the globalization of technology and the range of economies which are achievable largely due to the lengthening of the global market especially with Japanese goods and Chinese labor. (Ho, 1993)
Conclusion

Representing two of Asia’s largest economies, Japan and China’s trading strategies reflect their ability to exercise comparative advantage.  As discussed here, Japan is a firmly developed nation that leads by example and encourages other neighboring countries to cooperate such that they are able to boost one another’s economies.  Not only does Japan rely on imports from China for natural resources and semi-finished components to sustain its large electronics and automotive industries, but it also benefits from exporting those same products back to China.  As a result of its long-term trade relationship with Japan, China has been able to use its comparative advantage to increase the standard of living in its own country.  In addition to this, China has been able to gain experience from the successful trade of exports to, and imports from, Japan.  As a result of this trade relationship Japan is able to grow its own economy and China has been able to continue its transition from a developing country to a well developed trading power in the global economy.
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