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Lesson 1

Article for Exercise

China Leaps towards Top 10 Traders

Tony Walker Looks at the Pressures
Accompanying Rapid Export Growth.

CHINA this year is expected to enter the “top ten” of the
world’s trading nations, leapfrogging South Korea in the
process. But China’s extraordinary export growth is also
bringing increased pressures for liberalisation and improved
access to its markets.

Sensitive to these pressures, emanating mainly from the
US, whose trade deficit with China in 1992 reached $18bn,
Chinese officials have promised to quicken the pace of reform.
One of China’s main aims is to rejoin the General Agreement on
Tariffs and Trade as soon as practicable, perhaps this year.

The Chinese see early Gatt membership as one way of
dealing with bilateral pressures from its main trading partners—
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the US, Japan and Germany —all of which are restive about their
yawning trade gaps with China.

China’s powerful Ministry of Foreign Economic Relations
and Trade will be monitoring trade signals from the new Clinton
administration, expected to be less tolerant of the imbalance than
its predecessor. Congress has also signalled a growing
restiveness on the China trade issue.

An early indication of the state of China-US trade relations
is likely to come in the next few weeks when officials of the
office of the Special Trade Representative — the first high-level
Clinton team to come to Beijing— sit down to discuss Gatt-
related issues.

The US officials are certain to press their Chinese
counterparts to speed liberalisation in line with the US-China
market agreement reached last October. Under this, Beijing
agreed over the next few years to remove about 75 per cent of its
non-tariff barriers on a global Most Favoured Nation (MFN)
basis.

US trade representatives are also reporting that China is
making a special effort to discuss new projects. Since the end of
1998, American businessmen have been returning to China with
“zest”, according to a US official.

But the larger deals in the petrochemical, power and
transport sectors will take time to bring to fruition. In the
meantime, the Chinese continue rapidly to expand and improve
the range and the quality of their exports.

Progress made by China in the past decade is impressive. A
decade ago, China ranked 20th as a world trader. Then exports
of $18bn represented 4 per cent of Gross Domestic Product
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(GDP) and less than one per cent of world trade. Projected
exports this year of $100bn would represent 20 per cent of
China’s GDP and more than 2. 5 per cent of world trade.

The growing sophistication of Chinese products is also
reflected in the shift towards exports of manufactured items from
50 per cent in 1980 to 80 per cent last year. While China’s
success owes much to cheap labour costs —textiles and footwear
accounted for one third of 1992’s $ 85bn in exports — exports of
machinery, electronic products and transport equipment are the
fastest growing areas.

High foreign investment in capital intensive areas spawned
an increase of about 86 per cent in exports of machinery and
transport equipment in the first nine months of 1992, compared
with 1991. Trade in these items accounted for 16 per cent of
exports last year, compared with just 6 per cent in 1988.

The contribution to China’s booming trade in 1992 of Special
Economic Zones and coastal cities opened to foreign investment
was also notable. Industrial output in these areas increased by 72
per cent in the first half of 1992 compared with 1991 and the bulk
of this was directed towards exports.

In their difficult discussions with representatives of their
main trading partners, Chinese officials are certain to point out
that in spite of China’s export boom, the country is also coping
with a surge in imports. Imports are expected to grow by 19 per
cent this year to $96bn, compared with projected growth in
exports of 16 per cent to around $ 98. 5bn.

Western trade officials say the Chinese are becoming more
concerned about their shrinking trade surplus, down to $ 4. 4bn
last year, and its impact on the country’s reserves. Curbing
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import growth is certain to be linked to problems associated with

an overheating economy, which registered 12 per cent growth

last year, and a risk of inflation.

However, curbs on imports would run counter to Chinese

undertakings to further liberalise its trade regime in preparation

for its re-entry to Gatt.

—From Financial Times = Feb. 16,1993

Read the above article and do the following true-or-false

questions:

1.

Before entering the “top 10” of the world’s trading nations,
China was behind South Korea. ( )

China concerned a great deal over her trade surplus with the
U.S. ( )

As China is a developing country, her main trading partners
wouldn’t care much about their trade imbalance with China.
( )

The Clinton administration acted more friendly than the
previous one though it had harsh words about China. ( )

The U. S. officials would require their Chinese counterparts
to open China’s markets for American goods at a more rapid

pace. ( )

. Years after 1989, most American businessmen refrained

themselves from coming to China. ( )

. Big deals in the petrochemical, power and transport sectors

would see little progress in a long time if improvement in

exports’ quality didn’t take place. ( )

. Textiles and footwear had accounted for quite a large



percentage of China’s total exports and were still growing the
fastest. ( )

9. Most of the goods produced in the special economic zones and

the coastal open cities were sold abroad. ( )

10. Chinese officials might use the increasing volume of imports
as an effective means to defend China in the negotiations
with her main trading partners. ( )

11. China entered the “top 10” of the world’s trading nations in
1997. ( )



Supplementary Reading

D

China’s Import Growth Rate
Exceeds Export Growth in 1998

1. Review of Foreign Trade in 1997

In 1997, China’s foreign trade realized a rapid growth rate
of 12. 1 percent after low-speed growth in 1996. An export
growth rate of 20. 9 percent combined with an import growth
rate of 2.5 percent led to a favorable trade balance of US $ 40. 34
billion, but produced new problems related to an imbalance in
trade activities. The export structure has been effectively
adjusted, spurring new development trends in foreign trade.
China entered the top 10 trading nations in the world last year.

The development momentum of China’s foreign trade is the
result of improvements to the foreign trade management system
and enterprise operation mechanisms. The unitary and closed
foreign trade operation pattern has been changed. Pluralistic
operations are stimulating foreign trade. Global economic

development is creating many opportunities for growth in
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