21 e B RIER I HiAE

ERZHE5RS

TARIF B

. English Course for |
. International Economics and Trade

MR/REILIZKRFHMRAE




1 e B WRIER TIHIE

R K585 T WEE

English Course for International Economics and Trade

E % ?lﬁéi&%
i gkEFH
MBS EEM IR

51

IES

Eo|

Y

b

I
%

y i
=1 Juoom
e ?mu%

s

\ ‘ { \M » i i it
{ i . " A0en SO TIE
M\\ﬁ\\\)’%‘?\\ “‘f‘:‘ i
Shows 4 165 t&mp in open \wﬁv\\\\cﬂﬁtﬂ:‘&:’:\ chrie
an Internet site in the (Ve weeks © COTOTST
terday. The banks sewor ‘;;\ Tactors
Michael Niemira says some "““:‘"\’“ s, "W
“d“w b at work in he L\!‘(‘)‘ e ec““‘““‘}“ and
088 Suggest changes
A e m&%\ﬁs aven'\ “"‘ v.mb v neld
Wl\ e , TN “? i E;"It ge

%%ﬁlﬁi#&ﬁﬁ



LL L

B H % B (CIP) ¥

EPR 2 BY 5 B 5 & lb R 2R Be s 4w . — PR /R IE
ME /R IR TRE A AR AL, 2006
ISBN 7 - 81073 - 781 - 3

1.8 0.%F- N.OBREF¥-RE-5

HER - BHMORRHAS - HiE - BE¥K - M
IV .H31

b iR A B 548 CIP S 1 57 (2006) 55 139094 5

bl

mEE T

AFAREE T RREXR L EM 503, B 1l 0N, iRR . A T48%
S5RGEEWFAENTWIREST , HRE MG ERE 1T EaR

AHEME S NS T HTCHAR. F1HF 1 E4 R THHAABALHS
HB: 58 285 S E8 B ERASHBEIL 5B B3 HD 9E 2 BT HEIEA S
EFH:HEARGT BEISHTHEFRESM; S 5T 16 E 17 AT HFRNEFSHE,

AEERTAENSHBLECWABREEN T W RERMER, CEATHEE —E
AR AR KRR E B

MmAEIEKXKERBEL SRR
mOR E W KR K HE FH 14 B
BAFH B . (0451)82519328  HE 4 : 150001
b4 #* ] 5 % 8
R EOHAHEFTB M g R
FA 787mm x 960mm  1/16  ENFK 8.25 R 148 T
2006F3 A% 1L 20064E 3 A% 1 REIRY
EN%:1—3 000 /it

EHr:16.00 TG



B W
badd ik
b"’{:; English Course for Economics and Trade PREF ACE .

T IER TR RIR E Y A ML, 3B M 2
i | EB T IR AL, S R AR AR A W AR AT S
o S AR E AR B E BN RS S E AR 5]
S BB B AR IR T S R LS LB 5ie
XL RATETIRE T(EFAE 505 & 28 8. 4TS it
Tirh i ) P A SO AT R P05 5 55 R R BT S
STENMELF SRS LA RIRES S 555,

AHB 3R TR DRk JEs K2 RIS 2308 K%
BB AR , A 5 A 17 MHRITTAR. 51
BITEL 5 HITHM/RE TRAEBTKFEHE 5 6 05055 7
BATTANES 14 BTTHIW /R IE TR A BT S B RS 45 8 0.5
10 BLTTRIES 11 BATTH MR TR BN 2B S 1 45 9 27T |
55 12 HITAIE 13 BT IR TR ASE0TE £ RHE 5 15 %
TCHPE 2 ASE K ST IR R S 5 55 16 BITAISS 17 BT db
KEEHOTIH RS . 44 2R B3 T A AT R BRI
S R TR UMK 4T ST L, 3R 3K 75 AR AT A
i,

EBERELBPSE T RBEENIOH LS BETHR
A HOBFSE R, I FLABS T /R TR A E MBS K N X
35, E M FT RS

H T KA IR, B RHR A, 7 TS IE

W H
2005 4F 11 H T /RIE




English Course for Economics and Trade

Part One
WTO & Regional Economic Associations
Unit 1 WTO: Conception, Functions and Basic Principles «=c+vveveevereeees
Unit 2 Overview of WTO Agreements — =r++sesresrrsseeseeseesenseannennin
UGt 3 WTO: Structure «-eserevseseesesersmsesmsesarsrsssssssansssesssseson.
Unit 4  Regional Economic Associations «++-+e+s+sssesessesesesecasinenns
Part Two

International Trade Theories and Policies

UNit 5 Intemational Trade Theories  «-scseseseeesseseseseseseesesemsesenns

UL 6 Turiff Barriors «-+ceesesevseeessseresermsesesesesssesssssssessssssssens

UNIE 7 Nonotariff Barriers ++ssesesesesereresmsesessesssesssemmseessennsens

Unit 8  Beyond Trade Policy Barriers «-+++-vssreesrossreesrrssresrsssnrennn.
Part Three

International Trade Practices

Unit 9 Intemational Trade Terms .............................................

Unit 10  Intemational Trade Practices -+« e

Un_it 11 Trade Facilitation and Promotion =«++ssssrrerresesetnnnniiaeneeeaans

UNIt 12 Eocommerce -+++eeeeerrreereemrmmmerinimniniiniereesiieiee e
. 1 .

CONTENTS




English Course for Economics and Trade

CONTENTS _

Part Four

International Finance

Unit 13 Balance of Payments  «+eseeeereeresseressnrsssmsssesssnsesnnans

Unit 14 Foreign Exchange Market +++++++cessessesseseesssmsnsnssassnnan.

Unit 15  Foreign Exchange Rate e esreresesresssssessssnissssnnssssns
Part Kive

Open Economy and Economic Policy

Unit 16  Economic Policy of Open Economy «+++++++++++sssesesassesssnnaaas
Unit 17 Open China Economy +++++++++#+++sssseessseesninnesniinniineani
REFCIRIICE «-eevvvveneeee et




L L. L.

e

Part One WTO & Regional
Economic Associations

Mnit 1

WTO:Conception,Functions and Basic

Principles

m?;gl_lception }

The World Trade Organization (WTO) deals with the rules of trade between nations at a
global or near-global level. But there is more to it than that.

Essentially, the WTO is a place where member governments go to try to sort out the
trade problems they face with each other. The first step is to talk. The WTO was born out of
negotiations, and everything the WTO does is the result of negotiations. The bulk of the
WTO’s current work comes from the 1986 — 1994 negotiations called the Uruguay Round and
earlier negotiations under the General Agreement on Tariffs and Trade (GATT) . The WTO is
currently the host to new negotiations, under the “Doha Development Agenda” launched in
2001.

Where countries have faced trade barriers and wanted them lowered, the negotiations
have helped to liberalize trade. But the WTO is not just about liberalizing trade,and in some
circumstances its rules support maintaining trade barriers—for example to protect consumers

or prevent the spread of disease.
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At its heart are the WTO agreements, negotiated and signed by the bulk of the world’s
trading nations. These documents provide the legal ground-rules for international commerce.
They are essentially contracts, binding governments to keep their trade policies within agreed
limits . Although negotiated and signed by governments, the goal is to help producers of goods
and services , exporters, and importers conduct their business, while allowing governments to
meet social and environmental objectives.

The system’s overriding purpose is to help trade flow as freely as possible—so long as
there are no undesirable side-effects. That partly means removing obstacles. It also means
ensuring that individuals, companies and governments know what the trade rules are around
the world, and giving them the confidence that there will be no sudden changes of policy.In
other words, the rules have to be transparent” and predictable .

This is a third important side to the WTO’s work. Trade relations often involve
conflicting interests. Agreements, including those painstakingly negotiated in the WTO
system, often need interpreting. The most harmonious way to settle these differences is
through some neutral procedure based on an agreed legal foundation. That is the purpose
behind the dispute settlement process written into the WTO agreements.

The WTO began life on 1 January 1995,but its trading system is half a century older.
Since 1948, the General Agreement on Tariffs and Trade (GATT) had provided the rules for
the system. (The second WTO ministerial meeting, held in Geneva in May 1998, included a
celebration of the 50th anniversary of the system. )

It did not take long for the General Agreement to give birth to an unofficialand defacto
international organization, also known informally as GATT. Over the years GATT evolved
through several rounds of negotiations.

The last and largest GATT round, was the Uruguay Round which lasted from 1986 to
1994 and led to the WTO’s creation. Whereas GATT had mainly dealt with trade in goods,
the WTO and its agreements now cover trade in services, and in traded inventions, creations

and designs (intellectual property) .



o Basic Principles]

The WTO agreements are lengthy and complex because they are legal texts covering a
wide range of activities. They deal with: agriculture, textiles and clothing, banking,
telecommunications, government purchases, industrial standards and product safety, food
sanitation regulations, intellectual property, and much more. But a number of simple,
fundamental principles run throughout all of these documents. These principles are the
foundation of the multilateral trading system.

£ rrode withont discrimination

* Most-Favoured-Nation (MFN)

Under the WTO agreements, countries cannot normally discriminate between their
trading pariners. Grant someone a special favour (such as a lower customs duty rate for one of
their products) and you have to do the same for all other WTO members.

This principle is known as Most-Favoured-Nation (MFN) treatment. It is so important
that it is the first article of the General Agreement on Tariffs and Trade (GATT), which
governs trade in goods. MFN is also a priority in the General Agreement on Trade in Services
(GATS) (Article 2) and the Agreement on Trade-Related Aspects of Intellectual Property
Rights (TRIPS) (Article 4), although in each agreement the principle is handled slightly
differently . Together, those three agreements cover all three main areas of trade handled by
the WTO.

Some exceptions are allowed. For example, countries can set up a free trade agreement
that applies only to goods traded within the group-discriminating against goods from outside.
Or they can give developing countries special access to their markets. Or a country can raise
barriers against products that are considered to be traded unfairly from specific countries . And
in services, countries are allowed, in limited ecircumstances, to discriminate. But the
agreements only permit these exceptions under strict conditions. In general, MEN means that
every time a country lowers a trade barrier or opens up a market, it has to do so for the same
goods or services from all its trading partners—whether rich or poor, weak or strong.

* National treatment
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Imported and locally-produced goods should be treated equally—at least after the
foreign goods have entered the market. The same should apply to foreign and domestic
services, and to foreign and local trademarks, copyrights and patents. This principle of
“national treatment” (giving others the same treatment as one’s own nationals) is also found
in all the three main WTO agreements (Article 3 of GATT, Article 17 of GATS and Article 3
of TRIPS) , although once again the principle is handled slightly differently in each of these.

National treatment only applies once a product, service or item of intellectual property
has entered the market. Therefore, charging customs duty on an import is not a violation of

national treatment even if locally-produced products are not charged an equivalent tax.

@l‘kwtrade:gruimﬂy,wnegoﬁmim

Lowering trade barriers is one of the most obvious means of encouraging trade. The
barriers concemed include customs duties (or tariffs) and measures such as import bans or
quotas that restrict quantities selectively. From time to time other issues such as red tape and
exchange rate policies have also been discussed. Since GATT’s creation in 1947 — 1948 there
have been eight rounds of trade negotiations. A ninth round, under the Doha Development
Agenda, is now underway. At first these focused on lowering tariffs (customs duties) on
imported goods. As a result of the negotiations, by the mid-1990s industrial countries’ tariff
rates on industrial goods had fallen steadily to less than 4% .

But by the 1980s, the negotiations had expanded to cover non-tariff barriers on goods,
and to the new areas such as services and intellectual property.

Opening markets can be beneficial, but it also requires adjustment. The WTO
agreements allow countries to introduce changes gradually, through “ progressive
liberalization” . Developing countries are usually given longer to fulfil their obligations.

§) Predictabitity. dirougth binding and tramsparcncy

Sometimes , promising not to raise a trade barrier can be as important as lowering one,
because the promise gives businesses a clearer view of their future opportunities. With
stability and predictability, investment is encouraged, jobs are created and consumers can
fully enjoy the benefits of competition-choice and lower prices. The multilateral trading
system is an attempt by governments to make the business environment stable and
predictable . '

« 4 -



The Uruguay Round increased bindings Percentages of tariffs bound before and after the
1986 — 1994 talks (See Table 1-1).

Table 1 -1 Percentages of tariffs bound before and after the 1986 — 1994 talks

Before After
Developed countries 78 9
Developing countries 21 73
Transition economies 73 98

(These are tariff lines, so percentages are not weighted according to trade volume or
value. )

In the WTO, when countries agree to open their markets for goods or services, they
“bind” their commitments. For goods, these bindings amount to ceilings on customs tariff
rates . Sometimes countries tax imports at rates that are lower than the bound rates . Frequently
this is the case in developing countries. In developed countries the rates actually charged and
the bound rates tend to be the same. A country can change its bindings, but only after
negotiating with its trading partners, which could mean compensating them for loss of trade.
One of the achievements of the Uruguay Round of muliilateral trade talks was to increase the
amount of trade under binding commitments. In agriculture, 100% of products now have
bound tariffs. The result of all this: a substantially higher degree of market security for traders
and investors.

The system tries to improve predictability and stability in other ways as well . One way is
to discourage the use of quotas and other measures used to set limits on quantities of imports-
administering quotas can lead to more red-tape and accusations of unfair play. Another is to
make countries’ trade rules as clear and public (“transparent”) as possible. Many WTO
agreements require governments to disclose their policies and practices publicly within the
country or by notifying the WTO. The regular surveillance of national trade policies through
the Trade Policy Review Mechanism provides a further means of encouraging transparency

both domestically and at the multilateral level.
&) Promoting fuir competition

The WTO is sometimes described as a “free trade” institution, but that is not entirely

« 5 .
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accurate. The system does allow tariffs and, in limited circumstances, other forms of
protection. More accurately, it is a system of rules dedicated to open, fair and undistorted
competition.

The rules on non-discrimination—MFN and national treatment—are designed to secure
fair conditions of trade. So too are those on dumping (exporting at below cost to gain market
share) and subsidies. The issues are complex, and the rules try to establish what is fair or
unfair, and how governments can respond, in particular by charging additional import duties
calculated to compensate for damage caused by unfair trade. Many of the other WTO
agreements aim to support fair competition: in agriculture, intellectual property, services, for
example . The agreement on government procurement (a “plurilateral” agreement because it is
signed by only a few WTO members) extends competition rules to purchases by thousands of

govermnment entities in many countries.

Encouraging development and economie reform

The WTO system contributes to development. On the other hand, developing countries
need flexibility in the time they take to implement the system’s agreements. And the
agreements themselves inherit the earlier provisions of GATT that allow for special assistance
and trade concessions for developing countries.

Over three quarters of WIO members are developing countries and countries in
transition to market economies. During the seven and a half years of the Uruguay Round, over
60 of these countries implemented trade liberalization programmes autonomously. At the same
time , developing countries and transition economies were much more active and influential in
the Uruguay Round negotiations than in any previous round, and they are even more so in the
current Doha Development Agenda.

At the end of the Uruguay Round, developing countries were prepared to take on most of
the obligations that are required of developed countries. But the agreements did give them
transition periods to adjust to the more unfamiliar and, perhaps, difficult WTO provisions—
particularly so for the poorest, “least-developed” countries. A ministerial decision adopted at
the end of the round says better-off countries should accelerate implementing market access
commitments on goods exported by the least-developed countries, and it seeks increased
technical assistance for them. More recently, developed countries have started to allow duty-
free and quota-free imports for almost all products from least-developed countries. On all of

.6 -



this, the WTO and its members are still going through a leaming process. The current Doha

Development Agenda includes developing

countries’ concemns about the difficulties they face

in implementing the Uruguay Round agreements .

trade barriers

intellectual property

Notes

something immaterial that obstructs or impedes in
world trade

intellectual asset in the form of copyright and/or
patent

Qyestions

1. What are the functions of WTO?
2.What are the basic principles of WTO?
3. What is fair competition?




The WTO Agreements cover goods, services and intellectual property. They spell out the
principles of liberalization, and the permitted exceptions. They include individual countries’
commitments to lower customs tariffs and other trade barriers, and to open and keep open
services markets. They set procedures for settling disputes. They prescribe special treatment
for developing countries. They ref;uire governments to make their trade policies transparent by
notifying the WTO about laws in force and measures adopted, and through regular reports by
the secretariat on countries’ trade policies.

These agreements are often called the WTQ’s trade rules, and the WTO is often
described as “rules-based” , a system based on rules. But it’s important to remember that the
rules are actually agreements that governments negotiated.

This unit focuses on the Uruguay Round agreements, which are the basis of the present
WTO system. Additional work is also now underway in the WTO. This is the result of
decisions taken at Ministerial Conferences, in particular the meeting in Doha, November

2001, when new negotiations and other work were launched.

o Six-part broad outline

-

The table of contents of “The Results of the Uruguay Round of Multilateral Trade
Negotiations: The Legal Texts” is a daunting list of about 60 agreements, annexes, decisions
and understandings . In fact, the agreements fall into a simple structure with six main parts: an
umbrella agreement (the Agreement Establishing the WTO) ; agreements for each of the three
broad areas of trade that the WTO covers (goods, services and intellectual property) ; dispute

. 8 -




settlement; and reviews of governments’ trade policies.

The agreements for the two largest areas—goods and services—share a common three-
part outline, even though the detail is sometimes quite different.

They start with broad principles: the General Agreement on Tariffs and Trade ( GATT)
(for goods) , and the General Agreement on Trade in Services ( GATS). (The third area,
Trade-Related Aspects of Intellectual Property Rights (TRIPS), also falls into this category
although at present it has no additional parts. )

Then come extra agreements and annexes dealing with the special requirements of
specific sectors or issues.

Finally, there are the detailed and lengthy schedules (or lists) of commitments made by
individual countries allowing specific foreign products or service-providers access to their
markets. For GATT, these take the form of binding commitments on tariffs for goods in
general, and combinations of tariffs and quotas for some agricultural goods. For GATS, the
commitments state how much access foreign service providers are allowed for specific sectors,
and they include lists of types of services where individual countries say they are not applying
the “Most-Favored-Nation” principle of non-discrimination.

Underpinning these are dispute seitlement, which is based on the agreements and
commitments, and trade policy reviews, an exercise in transparency.

Much of the Uruguay Round dealt with the first two parts: general principles and
principles for specific sectors. At the same time, market access negotiations were possible for
industrial goods.Once the principles had been worked out, negotiations could proceed on the
commitments for sectors such as agriculture and services.

Another group of agreements not included in Table 2 — 1 is also important: the two
“plurilateral agreements” not signed by all members: civil aircraft and govermnment
procurement. Further changes on the horizon, the Doha Agenda agreements are not siatic;
they are renegotiated from time to time and new agreements can be added to the package.
Mény are now being negotiated under the Doha Development Agenda, launched by WTO trade
ministers in Doha, Qatar, in November 2001 . ’
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Table 2-1 Additional agreements

The basic structure of the WTO agreements: how the six main areas fit together—the umbrella WTO
Agreement, goods, services, intellectual property, disputes and trade policy reviews.

Umbrella Agreement Establishing WTO
Goods Services Intellectual Property
Basic principles GATT GATS TRIPS

. . Other goods agreements .
Additional details Services annexes

and annexes

Countries’ schedules of

Market access Countries” schedules  of| .
) ] commitments ( and MFN
commitments commtments i
exemptions)
Dispute settlement AGREEMENTS AND COMMITMENTS
Transparency TRADE POLICY REVIEWS
|
i
Notes

sectors a part or division, as of a city or a national }
economy s
plurilateral agreements the agreements is not for all WTO members take
part in "

Qyestions

1. How many broad areas does WTO cover and what are they?

2. What is the importance of the Uruguay Round of Multilateral Trade Negotiations?

.10.



The WTO is “member-driven” , with decisions taken by consensus among all member
governments. The WTO is run by its member governments. All major decisions are made by
the membership as a whole, either by ministers (who meet at least once every two years) or
by their ambassadors or delegates (who meet regularly in Geneva) . Decisions are normally
taken by consensus. In this respect, the WTO is different from some other intemational
organizations such as the World Bank and Intemational Monetary Fund. In the WTO, power is
not delegated to a board of directors or the organization’s head.

When WTO rules impose disciplines on countries’ policies, that is the outcome of
negotiations among WTO members . The rules are enforced by the members themselves under
agreed procedures that they negotiated, including the possibility of trade sanctions. But those
sanctions are imposed by member countries, and authorized by the membership as a whole.
This is quite different from other agencies whose bureaucracies can, for example, influence a
country’s policy by threatening to withhold credit.

Reaching decisions by consensus among some 150 members can be difficult. Its main
advantage is that decisions made this way are more acceptable to all members. And despite
the difficulty,, some remarkable agreements have been reached . Nevertheless, proposals for the
creation of a smaller executive body, perhaps like a board of directors each representing
different groups of countries—are heard periodically. But for now, the WTO is a member-

driven, consensus-based organization.
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