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International trade has flourished over the years due to the many benefits it has
offered to different countries across the globe. International trade is the exchange
of services, goods, and capital among various countries and regions, without much
hindrance. The international trade accounts for a good part of a country’s gross
domestic product. It is also one of the important sources of revenue for a developing
country.

-

. China Ranks Znd with 8.8% of World's Exports by 2007

China’s share in world’s exports reached 8.8 percent by 2007, making it the
world’s second largest exporter, trailing only Germany, said the National Bureau of
Statistics (NBS) on Tuesday.

According to a statement released on NBS website, China’s foreign trade has
been growing at an average annual rate of 17.4 percent to 2,173.7 billion U.S. dollars
from 20.6 billion U.S. dollars since 1978 when its reform and opening-up began.

With persistent government efforts to boost foreign trade and encourage
investment, China’s exports rose from 9.8 billion U.S. dollars to 1,217.8 billion
dollars during the period, and imports gained from 10.9 billion dollars to 956 billion
dollars, said the statement.

China endeavored to accelerate its participation of the globalization process,
especially after it joined the World Trade Organization (WTO) in December, 2001,
said the statement.

The move had opened China into one of the most rapid developments in
history. Five years from 2002, China’s exports and imports surged at an annual rate
of 28.5 percent, breaking the 1-trillion-dollar mark by 2004 and overpassing 2 trillion
U.S. dollars by 2007.
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1. Whose share in world’s exports surpassed China’s?

It is a drastic contrast compared with the decades before the reform and
opening-up of the country, when it took China 29 years to boost its foreign trade
volume to 20 billion U.S. dollars.

In 1978 China was a country burdened by trade deficit with scarcely any foreign
reserves. Now it has become the largest foreign reserves holder in the world.

The spectrum of exported products also moved from primary products to
manufactured finished products, and from labor-intensive products to mechanical
and electronic products and high-tech ones, said the statement. The mechanical and
electronic products accounted for 57.6 percent by 2007, while high-tech products
took up 28.6 percent.

The European Union, the United States and Japan ranked as the top three trade
partners with China, with trade volume of 356.1 billion U.S. dollars, 302.1 billion U.S.
dollars and 236 billion U.S. dollars respectively.

Source: http://news.xinhuanet.com/english/2008-10/28/content_10266111.htm

2. What happened after China joined WTQO?

3. What changes have taken place in China's exported
products?

4. Who are the top three trade partners with China?
And how much is the trade volume between them

respectively?

= Mﬁrﬁ

1. Warm up by reading the following words and phbrases before listening to the

passage.

to come into existence FJFUETETE, AL

trade barrier /treid 'beerio/ any regulation or policy that restricts international trade 57 5) B% £
Bretton Woods /'breton wudz/ a town in the United States i S5 1Ak ( ZEE/MVE )
tariff /'tzrif/ n. a government tax on imports or exports JXf, i, Bl
temporary /'temporari/ adj. not permanent; not lasting B 4, Il A )
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dumping /'dampin/ n. selling goods abroad at a price below that charged in the domestic
market {554

permanent /'paxmonont/ adj. continuing or enduring without marked changes in status or
condition or place 7K A K, FFARY)

be supposed to %, #iE

suspend /sos'pend/ v. to render temporarily ineffective JEZ¢ '

$8 2. Listen to the passage. Then fill in the blanks with the missing words you bear.

In (1) , a meeting took place in _ (2) Woods, New
Hampshire: the International _ (3) Conference. There, (1) 1\
agreed to create the International Monetary Fund and the World G A'.IkT
Bank. But they could not agree on an organization to deal with ’% M
international _ (5) . .

Three years later, in 1947, twenty-three nations __(0)  the
General Agreement on __ (7)  and Trade, or GATT. It was meant /\Q‘
to be temporary. Trade negotiations under GATT were carried out

Q Q

~ g

(13 —A

in a series of talks called _ (8) . The first round lowered import % \// g
(9)  on one-fifth of world trade. Later rounds produced ¢/

additional _ (10) | and negotiators added more issues.

3. Listen to the passage again and choose the best answer from the choices given.

(1) WTO came into being in .
A. 1944 B. 1963

C. 1986 D. 1995

(2) Which of the following nations was the newest WTO member?
A. China. B. Vietnam.
C. Uruguay. D. Qatar.

(3) An agreement against trade dumping was reached in the
round.
A. first B. sixth
C. eighth D. ninth
(4) Which is NOT true of Uruguay Round?
A. It lasted much longer than originally planned.

World Bank,

B. Time limits were set for future negotiations.
C. A temporary system to settle trade disputes was created.
D. The round led to the creation of WTO.

(5) The Doha Round is not yet concluded because of disagreement on issues involving

A. tariff reductions B. agricultural subsidiaries
C. dispute settlement D. environmental problems
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4. Questions and Answers

(1) Please describe the functions of World Trade Organization.
% (2) Why was the sixth round of talk called Kennedy Round?
(3) On what condition can we conclude that a country is

dumping?
(4) What is the relationship between GATT and WTO?

1. Warm up by reading the following words and phrases before listening to the

dialogue.

alternative /o:l'tomotiv/ n. one of a number of things from which only one can be chosen
HEE—, ATHEERERINE . Y

arena /a'riina/ n. a particular environment or walk of life 354537, #&

minimize /minimaiz/ v. to make small or insignificant }------ R &b

foothold /'futhould/ ». an initial accomplishment that opens the way for further
developments 37 fE 4t

outlay /autlei/ n. the act of spending or disbursing money 2%, £%%, %

patent /'peitont, 'patont/ n. a document granting an inventor sole rights to an invention %

AL, R, e

scarce /skeoas/ adj. deficient in quantity or number compared with the demand #Z /), A
B, WA

legitimate /li'dzitimit/ adj. authorized, sanctioned by, or in accordance with law &,
AN, ESEM

to capitalize on F|fH

substantially /sob'steen[(a)li/ adv. to a great extent or degree 7434

access /'zkses/ n. means or right of using, reaching, or obtaining {#i [ . #EUTEIREAY 5

AR
justify /'dzastifai/ v. to show to be reasonable or provide adequate ground for yiEBH------ FE
IE i) 5

£0 2. Do the exercises to review the vocabulary.

(1) An international trading system, built on free trade principles, was considered as a(n)
to the protectionist global trade regime.
A. incentive B. approach
C. alternative D. barrier
(2) The increase in world trade should result in more efficient use of the world’s
resources, and in higher standards of living.

g
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A. scarce B. rich
C. deficient D. sufficient
(3) There are instances of African nations, which have failed to on the gains from
trade due to inappropriate macroeconomic setups.
A. concentrate B. depend
C. capitalize D. utilize
(4) China has enhanced its _ to the markets of the advanced country, and has
concurrently become a significant export destination.
A. access B. share
C. openness D. option

(5) Economic gains must be clearly visible if the costs of structural adjustment are to be

A. neglected B. considered
C. dismissed D. justified

§9 3. Listen to the dialogue. Then write the words you bear in the correct blank.

Joyce:

The company is planning to develop foreign markets.

Peter: Yes, it is quite necessary for expanding our business.

Joyce:

Peter:

Joyce:

Peter:

Joyce:

Peter:

There are several alternatives for developing a foreign market. First, we may
enter the international arena by exporting from the home country.

Well, this means of foreign market development is the easiest and the
most common approach _ (1) by companies. When they take their first
international step, this approach can help minimize the risks of financial
loss.

The second is licensing. Licensing is a means of establishing a _ (2) in
foreign markets without large capital outlays. Patent rights, trademark rights
and the rights to use technological processes are granted in foreign licensing.
En, licensing is a legitimate means of _ (3) on a foreign market when
capital is scarce, when import restrictions forbid other means of entry, when a
country is sensitive to foreign ownership.

The third one is to enter joint ventures. One of the strongest reasons for
entering joint ventures is that they substantially reduce political and economic
risks by the amount of partner’s contributions to the venture.

Exactly, and there are more reasons. It may enable
the company to utilize the ~ (4) skills of a local
partner. It allows the marketer to gain access to a
partner’s local distribution system. If the wholly-

owned activities are prohibited, the company can
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seek to enter a market by joint ventures.

Joyce:

The last one is to manufacture within the foreign country. This strategy is

employed only when demand _ (5) the investment involved.

Peter: Yeah, we can manufacture locally to capitalize on low-cost labor, avoid high

import taxes, reduce high costs of transportation to market and gain access to

raw materials.

) % Reading |

Free Trade

[1] For more than two centuries
economists have steadfastly promoted
free trade among nations as the best
trade policy. Despite this intellectual
barrage, many “practical” men and women
continue to view the case for free trade
skeptically, as an abstract argument
made by ivory tower economists with,
at most, one foot on terra firma. These
practical people “know” that our vital
industries must be protected from foreign
competition.

[2] The divergence between econo-
mists’ beliefs and those of (even well-
educated) men and women on the
street seems to arise in making the leap

from individuals to nations. In running

_FKEE TRADE,

CRAPPY |2
EDUCAT (o
SYSTEM

CRAPPY

HEALTH
CARE

SYeTeEM

our personal affairs, virtually all of us
exploit the advantages of free trade and
comparative advantage without thinking
twice. For example, many of us have our
shirts laundered at professional cleaners
rather than wash and iron them ourselves.
Anyone who advised us to “protect”
ourselves from the “unfair competition”
of low-paid laundry workers by doing our
own washing would be thought looney.
Common sense tells us to make use of
companies that specialize in such work,
paying them with money we earn doing
something we do better. We understand
intuitively that cutting ourselves off from
specialists can only lower our standard of
living.

[3] Adam Smith’s insight was that
precisely the same logic applies to nations.
Here is how he put it in 1776:

It is the maxim of every prudent
master of a family, never to attempt
to make at home what it will cost
him more to make than to buy... If a
foreign country can supply us with a

commodity cheaper than we ourselves




can make it, better buy it of them with

some part of the produce of our own

industry, employed in a way in which
we have some advantage.

[4] Spain, South Korea, and a variety
of other countries manufacture shoes
more cheaply than America can. They offer
them for sale to us. Shall we buy them, as
we buy the services of laundry workers,
with money we earn doing things we do
well—like writing computer software and
growing wheat? Or shall we keep “cheap
foreign shoes” out and purchase more
expensive American shoes instead? It is
pretty clear that the nation as a whole
must be worse off if foreign shoes are
kept out—even though the American shoe
industry will be better off.

[5] Most people accept this argument.
But they worry about what happens if
another country—say, China—can make
everything, or almost everything, cheaper
than we can. Will free trade with China
then lead to unemployment for American
workers, who will find themselves unable
to compete with cheaper Chinese labor?
The answer, which was provided by David
Ricardo in 1810, is no. To see why, let us
once again appeal to our personal affairs.

[6] Some lawyers are better typists
than their secretaries. Should such a
lawyer fire his secretary and do his own
typing? Not likely. Though the lawyer
may be better than the secretary at both
arguing cases and typing, he will fare
better by concentrating his energies on
the practice of law and leaving the typing

to a secretary. Such specialization not only

CHAPTER 1 Basics of International Trade '"""Mﬂ
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makes the economy more efficient but also
gives both lawyer and secretary productive
work to do.

[7] The same idea applies to nations.
Suppose the Chinese could manufacture
everything more cheaply than we can—
which is certainly not true. Even in this
worst-case scenario, there will of necessity
be some industries in which China has an
overwhelming cost advantage (say, toys)
and others in which its cost advantage is
slight (say, computers). Under free trade
the United States will produce most of the
computers, China will produce most of
the toys, and the two nations will trade.
The two countries, taken together, will
get both products cheaper than if each
produced them at home to meet all of
its domestic needs. And, what is also
important, workers in both countries will
have jobs.

[8] Americans should appreciate
the benefits of free trade more than
most people, for we inhabit the greatest
free-trade zone in the world. Michigan
manufactures cars; New York provides
banking; Texas pumps oil and gas. The fifty
states trade freely with one another, and
that helps them all enjoy great prosperity.
Indeed, one reason why the United States
did so much better economically than
Europe for more than two centuries is
that America had free movement of goods
and services while the European countries
“protected” themselves from their neigh-
bors. To appreciate the magnitudes in-
volved, try to imagine how much your

personal standard of living would suffer if
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you were not allowed to buy any goods or Source: Adapted from “Free Trade”, by Alan S.
’ services that originated outside your home Blinder, http://www.econlib.org/library/Enc/
state. FreeTrade.html

1. Read the article and complete the chart.

.
From the

perspective of —"" . ‘

individuals
A
Benefits EEEE—
s |
trade From the

perspective of —»<" David Ricardo [ ?
nations
A — |

L12. Read the passage again and answer the following questions.

(1) How did Adam Smith apply the same logic of common sense to nations?

(2) Why is a lawyer not likely to fire his secretary even though the former is a better
typist than the latter?

(3) What is the fundamental difference between Adam Smith’s insight and David
Ricardo’s theory?




