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Passage 1

Business €nglish Readings  (#D4R)

sia is now considering its economic
Aprospects as China enters the World
. .Trade Organization (WTO). Some in-
vestors are concerned that China will become
a major deflationary(is % % #:49) force in Asia.
Others are worried that China will inflict(i &)
significant damage on Asia’s growth by pulling
away foreign investment and by increasingly
hollowing out(#%) Asia’s manufacturing base
as facilities continue to shift to the mainland.
Though the deflation concern is valid, as
entry to the WTO will help consolidate (8>
China’s competitive power, the second fear is
flawed(x 4 42 4). Asia has not lost, and will
not lose, foreign investment to China. Rath-
er, China’s improving economic well-being(g
##4), will benefit Asia’s exports in the long
term and will exert external pressure on Asian
economies(Z#4) 1o restructure(s #i@).

A formidable force

China’s advantage over other Asian na-
tions is that it has the lowest labor costs in the
region after Indonesia. In addition, China’s
excess(if #)#) capacity remains high, despite
inventory(# & & #) reductions in the past few

years. Inventory liquidation(;k2) has put
pressure on supply levels and, together with
low labor costs, enabled China to cut export
prices and win market share from its neigh-
bors.

WTO induced reform and rising competi-
tion will increase China’s competitive power
and put downward pressure on most Asian cur-
rencies in the years to come. China’s export
push has already exerted deflationary pressures
on Asian export prices and currencies, though
China’s currency has not come under such
pressure itself. There is nevertheless a chance
that volatility(xw£¥) in the foreign-
exchange market could lead to a vicious( & #)
cycle of competitive devaluation(% #ss4k),
which could pressure China to lower the value
of the renminbi (RMB).

A difficult transition

Opening up to foreign competition will
inflict short-term negative shocks on the Chi-
nese economy. WTO membership will boost
China’s labor intensive(# 3 % £ %) industries
and increase exports that rely on imported in-
puts, since imports will become cheaper.
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However, capital intensive (% A % £ 2 #) in-
dustries, such as steel, automobiles, agricul-
ture, machinery, and heavy chemicals, will
suffer in the short term, given (% F) China’s
comparative disadvantage in capital intensive
production.

In the next few years, China may opt(it
#) to undertake policies, like those that other
Asian countries have implemented (% #), to
boost exports further. These include granting
exporters lower taxes and loans at lower inter-
est rates, and even devaluing the RMB. China
is unlikely to choose devaluation in the short
term, however; there is actually strong under-
lying pressure on the RMB to appreciate (#
#i), not depreciate (% {6), because of the
country’s strong balance of payments surplus
(AR

Challenging Japan

Chinese exporters are already competing
with Japanese companies, as China’s export
structure has shifted rapidly towards electron-
ics and machinery and away from primary
goods. Last year China’s trade surplus(ag#)
with the United States finally surpassed
Japan’s US trade surplus.

Japan has good reason to worry: the fast
climb of Chinesc exports up the value-added
ladder has led to a record trade surplus with
Japan. ® The cheap prices and rising quality of
Chinese exports have prompted many Japanese
industries to seek government protection. The
irony is that, after the initial wave of expan-
sion into China’s vast domestic market in the
late 1980s, Japanese firms are rediscovering
China as a cheap production base for export
back to Japan. Thus, many of the products on
Japan’s protection list are actually made by
Japanese subsidiaries(+ 2 3]) in China.

Pressuring Asia

China’s enhanced competitive power will
not only have short-term economic effects on
Asia, but will become a long-term source of
deflation for tradable goods. squeezing Asia’s
pricing power. Foreign capital inflows will
augment China’s supply of capital while an
abundant labor supply, which will include sur-
plus labor resulting from structural reforms,
will curb (32#1) any sharp rise in Chinese labor
costs. China’s down-ward pressure on Asian
currencies will also continue under WTO.

Economies with export structures similar
to China’s will feel most of the competitive
stress. Thailand, the Philippines will face
enormous competition from China in primary
and low value-added industries, such as agri-
culture and textiles, respectively.

A growth and investment engine

Nevertheless, the emergence of Chinese
economic power will also benefit Asia’s
growth by being a source of demand. As a
percentage of its GDP, China imports as much
from Asia as Japan does. China has also been
running a trade deficit(# %) with Asia since
2000. This trend is likely to continue as the
WTO opens more doors for Asian exports to
China and as China’s import appetite grows in
step with incomes and demand for industrial
upgrades.

Economic ties between China and Asia
are buoying intraregional investment and trade
flows, providing a cushion for Asian exports

against slowing demand in the United States .

and Japan.® While China is likely to continue
to receive the bulk (x-#) of foreign investment
to Asia, global outsourcing(st#%#) means
that the Asian investment pie is still growing.
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Passage 1

Asia’s Competitiveness Endgame: Life after China’s WTO Entry

e 3.

Strong FDI (foreign direct investment) in-
flows to China will benefit the rest of Asia via
intraregional demand for goods and services.

A push for reform

More subtly(x % % %), China could also
become a force for reform in Asia. The fail-
ure of many governments to implement re-
forms after the Asian crisis is worsening Asia’s
economic drag(i ). as weak banks and inad-
equate corporate reform have crimped(#)
domestic expansion. Interest rate cuts have
become ineffective in boosting demand, as
banks saddled with(# 4=) bad loans are reluc-
tant to lend and debt ridden companies cannot
borrow.

Beijing has pushed ahead with structural
reforms since the Asian crisis, while many

Asian governments have failed to sustain their
restructuring efforts. As Beijing continues to
liberalize its economy according to WTO
mandates(#z), other countries will be
pressed to follow to meet the Chinese chal-
lenge.

China’s success will ideally spur(##)
Asia’s reform efforts and lead to a more pro-
ductive region in the long term. In reality,
Asia may experience uneven development on
its road to greater efficiency with areas of
strong performance coexisting, uneasily, with
areas of weakness.

Nevertheless, a strong Chinese economy
will not be a bull in the china shop(s 4 %),
but rather will raise the level of welfare across
all of Asia.

(® B The China Business Review, 2002 £ 1 H—-2H., BRENT.)

Notes

WRAME

*,

@ The fast climb of Chinese exports up the value-added ladder has led to a record trade
surplus withJapan. X TE B O AKEH LREGEAZTIRTHBRAT H4)

@ Economic ties between China and Asia are buoying intraregional investment and trade
flows, providing a cushion for Asian exports against slowing demand in the United
States and Japan. ¥ PEHAFEMNAABRZ M2 F4ER#THERER A

HOBAFRA AT EXAFPAATRNBOHEATAEHGEORBET S
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Sercizes

True or False:

[} 1. After China’s entry to the WTO, it is possible that instability in the foreign-exchange

market will bring about another round of currency devaluation.

(] 2. China’s economy will definitely face long-term negative shocks after China’s entry in-

to the WTO.

[} 3. Economic ties between China and other Asian countries may not only promote inter-

national investment, but also provide an opportunity for Asian exports in the case of
the sluggish demand in America and Japan.

[} 4. After 97-98 Asian crisis, firms have been willing to sell off assets or cut off debts, and

banks have been efficient in writing off bad loans.

[} 5. Inthe long term, China’s entry into the WTO will promote Asia’s reform and its pro-

ductivity.

Multiple Choices:

1.

China’s economic well-being will benefit Asia’s exports in the long term.

A. existence B. background C. well-off D. development

Though the deflation concern is valid, as entry to the WTO will help consolidate China’s
competitive power, the second fear is flawed.

A. is pretended B. is true C. can’t hold water D. is perfect
In the warehouse you’ll found a large inventory of fans.
A. new assets B. invented products C. goods in stock  D. stock of value

. There is nevertheless a chance that volatility in the foreign-exchange market could lead to a

vicious cycle of competitive devaluation.

A. being unstable  B. being valid C. being risky D. being competitive
Asian governments have failed to sustain their restructuring efforts.
A. support B. maintain C. accept D. promote
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Chinese (firms Sxpanding to Overseas Market

§ % HANGHAI, China, Oct. 09, 2002
' (United Press International ) — Get rid
-+ of that Westinghouse washing machine
and junk the Kenmore stereo system( 4 #4% %
#), the next brand-name appliance(x A& %)
you buy is likely to be manufactured by a Chi-
nese company.

Increasingly, Chinese firms are setting
their sights on overseas markets, particularly
in the United States. as the domestic markets
in China are becoming fully saturated(444),
according to economists and analysts.

The companies, ranging from appliance
makers to electronics firms to telecommunica-
tions(#43), are shattering the decades-old la-
bel of China as the world’s sweatshop( i+ =)
for cheap Christmas gifts, pottery and tex-
tiles.

China’s membership in the World Trade
Organization has opened its markets to in-
creasing overseas competition. but it has also
widened the playing field for many of the
nation’s top performing corporations.

Successful ventures like Haier, a Chinese
brand-name appliance maker with a regional
headquarters in New York and a distribution
deal with U. S.-based retailer Wal-Mart, are
targeting American consumers.

“We really want to become a first-class
brand. It’s our business strategy,” Zhou Yun-
jie, vice president of marketing for Haier,
told a news conference last month on the side-
lines(# % 4> of a trade fair in Shanghai.

Thousands of Chinese firms like Haier are
developing pioneering, low-cost export strate-
gies to compete in industries such as electron-
ics, which other Asian countries have used to
achieve economic strength.

“In coming years, as the domestic market
becomes more overrun with(£ %) competition
and opportunities for growth in foreign mar-
kets increase, Chinese companies will be see-
king to expand globally,” said Wang Rongji, a
retail(&#) and manufacturing analyst at
Shanghai Securities. “It’s the next frontier for
these firms. ”

Some Chinese firms are buying stakes(s
#r) in overseas companies to expand and com-
pete internationally.

For example, Chinese appliance maker
TCL Group recently bought the bankrupt
Schneider Company, one of the few remaining
TV set manufacturers in Germany, vastly ex-
panding its presence in Europe.

According to company figures, TCL’s an-
nual sales hit more than $2.5 billion last
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year, and it has set up other regional branches
in countries throughout Southeast Asia, the
United States and Russia.

Last October, Meidi Group, headquar-
tered in China’s southern Guangdong prov-
ince, purchased a stake in Sanyo Electric, tak-
ing over control of the troubled firm’s micro-
wave oven(f#a ) parts company in Japan.

Sichuan Changhong, China’s largest TV
manufacturer, reported a profit jump of more
than 400 percent in the first half of this year,
and company officials attributed the robust(3
##) growth in sales to increased exports.

Early this year, Sinopec and China Na-
tional Offshore Oil Corp., the two largest oil
companies in China, purchased major stakes in
oil and gas fields in Indonesia to boost (3t %)
diminishing domestic reserves(i ).

Chinese telecom firms are also eyeing(iz
# %) foreign markets, and some surprising
deals have been clinched(ik &) .

Beijing-based East Communications, a
major China’s telecommunications company,
recently became the largest sharcholder of
U.S. -based Inter Wave communications firm,
taking more than 6 million shares through its
wholly owned subsidiary(#&#> EastCom.
Analysts say it will set the stage for future buy-
outs(&-3pie ) .

“In some acquisitions(ik %) involving big
money, I think we’ll begin to see more Chi-
nese contenders( 4 #),” said Todd Marin, a
senior analyst with JP Morgan Chase in Bei-
jing.

However, some analysts say multi-billion
dollar acquisitions by Chinese corporations are
still uncommon, and claim that most of them
have a long way to go before they compete
with the world’s multinationals(#& ).

“Sure, you're going to see major Chinese

players enter the global arena in the future,
but they have much work to do to improve the
quality of manufacturing, that’s the key,” said
a Western analyst in Shanghai.

Observers say China mainland is taking
over the former positions of Japan, Taiwan
(China) and South Korea in building a produc-
tion economy that will come to dominate the
Asia-Pacific region and possibly much of the
world.

“China is emerging as the sole economic
power in East Asia and is rapidly developing
into a major world competitor that will give
many Western multinationals a run for their
money,”® said Guo Huangli, a senior researcher
in the economics department at Shanghai Uni-
versity. “China will emerge as the Asian ti-
ger.”

Once-popular Asian brand names such as
Sony and Sanyo are being supplanted(ss) by
Chinese companies churning out(x 4) low-
tech products such as household appliances ex-
ported at a lower cost and of high quality.

Unlike the past, Chinese manufacturers
are no longer relying on foreign companies to
market what they produce in their factories,
but instead are now seeking to introduce prod-
ucts to marketplace themselves.

Haier’s deal with retail giant Wal-Mart,
to sell their wares in thousands of the retail
chain’s stores across the United States, means
the appliance maker now has direct access to
the lucrative(# ##) American consumer mar-
ket.

Companies, both state-run and private
enterprises, have joined together in trade
groups to petition(& s ) foreign governments
and the WTO for wider access to markets( ¥
#A) in the United States, Europe and other
regions of Asia.

5
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Last month, a group of several Chinese
TV makers, including Haier, settled an anti-
dumping ¢ & #i 45) dispute with the European
Union, gaining unprecedented (% #744) access
to the world’s second largest consumer mar-
ket.

Prior to that, a trade organization com-
prised of several private Chinese cigarette
lighter manufacturers took the FEuropean
Union to taskGa##m#) over anti-dumping
charges on imports of certain Chinese-made
lighters.

The Chinese government has supported
their efforts wholeheartedly, and has pledged
(4#%i£) to use its newly acquired WTO-clout(#
Reammes B #) to secure a fair playing ground
for the nation’s companies in the global mar-
kets.

“The government has to support these
companies to ensure the nation’s develop-
ment,” a senior analyst at a Beijing-based
think-tank(# & @) said. “They are like two
wings of a bird, each dependent upon the oth-
er.”

Optimism among economists in China is
high. Most believe the government is unlikely
to curb economic reforms, even after this
year’s leadership change, and despite fears
that sweeping reforms in the state-planned
economy could add growing nationwide social
unrest by unemployed farmers and workers.

“There is a widespread consensus (3 %)
within the Communist Party, and among the
political elite(# %), on the need to continue
with efforts to incorporate China’s economic
system with the world,” the analyst said.®

1,018 words

(W% 8 www. yahoo. com CHRISTIAN M. WADE, UPI Business Correspondent
Copyright 2002 by United Press International ,2002 £ 10 H9H., REMT.)

Notes

—2”
o

(@ China is emerging as the sole economic power in East Asia and is rapidly developing into
a major world competitor that will give many Western multinationals a run for their
money. ¥X; TEREANN - ME—R-WEFHAFTHALAE, FALREE
BAABRHHBRFRLERSFANE LHSBFBANIFREANGES.

@ “There is a widespread consensus within the Communist party, and among the political
elite, on the need to continue with efforts to incorporate China’s economic system
with the world,” the analyst said. #X: 547 KL “F B & = 5 A 3R BEH 3%
TEESZERT AR P PEARASEF AR TEANEFhRBASER P
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Seercises

True or False:

[_J 1. According to the article, if Chinese companies decide to enter the global arena in the

future, the capacity of manufacturing is the key.

[} 2. Nowadays Chinese manufactures still have to rely on foreign companies to market

their products.

[} 3. By buying the Schneider Company, one of the few remaining TV set manufacturers in

[
L1

Italy, TCL Group vastly expands in Europe.
China used to be the sweatshop for pottery and textiles for decades.
. After Chinese TV makers settled an anti-dumping dispute, a trade organization of cig-

[S2I

arette lighter manufacturers took the EU to deal with the anti-dumping charges.

Multiple Choices:

1.

Increasingly, Chinese firms are setting their sights on overseas markets, particularly in the
United States, as the domestic markets in China are becoming fully saturated, according to
economists and analysts.

A. pioneered B. filled C. promising D. structured

. “In some acquisitions involving big money, I think we’ll begin to see more Chinese contend-

ers,” said Todd Marin, a senior analyst with JP Morgan Chase in Beijing.
A. competitors B. nurses C. companies D. regulations

. Haier’s deal with retail giant Wal-Mart, to sell their wares in thousands of the retail chain’s

stores across the United States. means the appliance maker now has direct access to the lu-
crative American consumer market.

A. large B. prosperous C. favorable D. challenging

. Some Chinese firms are buying stakes in overseas companies to expand and compete interna-
tionally.
A. sticks B. shares C. grants D. factories

Optimism among economists in China is high. Most believe the government is unlikely to
curb economic reforms.
A. restrain B. promote C. continue D. get rid of

-~
— — e
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Business €nglish Readings (1)

In Search of FOonesty

Will the new fashion for swearing oaths make company bosses tell the truth?

. he certification of company accounts
by senior executives should be a non-
v event(4at#9¥). After all, financial
statements(® 4-48.4) were always supposed to
be true and complete, and lying has long been
deemed fraudulent(rik$%#). But in wake of
(M2 55 2> Enron, Worldcom and a slew
of(i# %) other scandals, America no longer
trusts corporate leaders to tell the truth with-
out being warned by the sound of prison doors

slamming. Thus. new rules requiring chief ex-
ecutives and chief financial officers to sign off
on their accounts have become the stuff of
headlines 3] # & s 4545 3) .

All the headlines this week concerned Au-
gust 14th, the SEC’s(:Riz %% § % A &) dead-
line for the bosses of 695 listed American com-
panies with annual revenue of more than
$ 1. 2 billion to swear for their financial state-
ments or admit to problems. They are not the
only ones under the microscope. Another 250
or so firms (those that do not have a calendar
year-end) are expected to vouchciz) for
their numbers later in the year. And under

America’s new Sarbanes-Oxley act' . the sen-

ior executives of all 14 000 firms listed in the
United States, including those based overseas,
will have to certify their accounts from August
29th.

As people logged on( Em# A &%) in their
thousands to the SEC’s website to check which
companies had made the cut(ix ##:£) — and
as the treasury secretary, Paul O’neill, called
business honesty “the new patriotism” (:# & #
#) - it became clear that several firms would
unpatriotically miss the deadline. Not surpris-
ingly, the battered(£ % #/4) energy and tele-
coms sectors produced the most laggards(#% 5
#) (including CMS, Dynegy and Qwest). A
big trucking group, Consolidated Freightways,
also asked for more time. The penalties these
companies face are still not clear.

Numerous companies filed3tz7) but
added caveats (B i i # 89 3 %) . Among these
was AOL Time Warner. which noted possible
revenue overstatements at AOL. And several
firms filed restated(#; #8449) earnings. inclu-
ding Interpublic and Household International.
Because so many companies filed at the last
minute. bad news buried deep inside may take
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weeks to emerge.

Those who certify dodgy(&rey) ac-
counts are not necessarily doomed to years in
prison. Terms in the oaths such as “wilfully”
and “knowingly” appear in enough places that
clever executives — or those with clever law-
yers — should have little problem escaping
punishment by playing dumb. Just to make
sure, in recent weeks wily (s s #4) bosses have
been forcing their middle managers to sign
documents saying that the information they
have sent up to the CEO’s office is accurate.
If a company blows up(g# ., %), this will al-
low the boss to blame the small fry (. A ).
The positive aspect of this is that, by signing
off on their accounts, the underlings(T &) are
being given a strong reason to resist pressure
from above to cook the books( it s 8 ), says
Robert Pozen, a professor at Harvard Law
School.

The oaths are only the first wave in a
flood of new regulations enveloping companies
in America. The New York Stock Exchange
and the Nasdaq have brought in new listing
standards, and Congress has passed the 130-
page Sarbanes bill. Putting it into practice will
require thousands more pages of legislation.
Companies may have to change the composi-
tion of their boards(# ¥ £) radically, as well
as their relationship with their accounts.

The new rules are aimed at restoring the
quality of disclosure (1 & # %) by preventing
the harmful conflicts that were evident in the
most spectacular(1# A #) recent bankruptcies.
For this approach to succeed, management has
to take its responsibilities as a fiduciary( 44
A seriously; accountants and bankers need to
ensure the disclosure is accurate; and investors
must actively monitor their interests. In re-
cent years, managers simply stopped acting in

the interests of shareholders, and accountants
and bankers stopped requiring accurate re-
ports.

The new listing requirements of the
NYSE and the Nasdaq require firms to get
shareholders approval for all stock-option®
plans. They must also have a majority of inde-
pendent directors on their boards, and only in-
dependent directors on the audit committee(#
it£ R 4> and the committees that select chief
executives and determine pay.

For its part, the Sarbanes act prohibits
companies from providing subsidised(# 4k 8 #9)
loans to executives, and requires bosses to re-
imburse(4}4%) incentive-based compensation( %
4 if profits are found to have been misstated
(#4%). Executives will also have to report sales
of shares more quickly. Furthermore, the bill
states that company lawyers serve the compa-
ny itself, not the managers, and thus have a
duty to report transgressions(iig) to the
board. Accounting firms will have to rotatecs#
#) the partners supervising audits(# i+, &%),
and accounting partners will no longer be able
to jump directly into upper management at cli-
ent companies.

Yet there is suspicion that the changes
will be less effective than they appear.
Enron’s audit committee, after all, was
chaired by a distinguished professor. Lawyers,
bankers, accountants and board members have
always, in theory, worked for shareholders,
not management. Moreover, the new rules
fall short in a number of areas. for instance, a
mandatory(#&4j# &) rotation of auditors would
have guaranteed a change in oversight(s4).

Stricter enforcement may compensate for
such shortcomings. The Sarbanes act in effect
replaces the self-regulation(g##%) of ac-
countants with a new public accounting over-
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sight board, a majority of whose five board
members will be from outside the industry.
Congress. meanwhile, has suddenly decided
that there is more political mileage (s 4t.41#)
in funding the SEC than starving it. The SEC’s
lawyers are among the worst paid in Washing-
ton. DC. “These guys have been overwhelmed
for years.” says a former SEC commissioner.
While all this has been accepted in Amer-
ica as necessary medicine for the country’s
corporate ills, it has caused anger and dismay

abroad though international companies are
usually likely to accept the new rules with good
grace. Most galling (4 A sits44) for countries
outside America are the parts of the act that
conflict with domestic law. It is unclear to
what extent legislators intended to push Amer-
ican jurisdiction so deeply to other countries.
Much still rests on the various exemptions and
interpretations that the SEC will make in
coming months.

(¥ B The Economist ,2002 £8 H 17 H, BEMH.)

Notes

@ Sarbanes-Oxley act:
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B EREGHFRE PEFFHXAPR2ATHERLORLLLEF, £
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@ Stock-option:
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