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Foreword

About China Inc.

Thirty years of phenomenal growth since 1978 has propelled China to become the world’s
third largest economy, the second biggest trader and exporter. One powerful engine driven
this unprecedented growth is China Inc. , especially those companies that “go global. ”

These Chinese firms conduct and expand their business globally by exporting their
products or services, importing the raw materials or machinery they need. They also build
factories and R&D centers abroad or engage in overseas mergers and acquisitions.

Every year a torrent of products surging out of these firms are finding their way into
billions of homes and offices throughout the world. They are no longer just labor-intensive
footwear or furniture, but now also include high-tech products such as PV solar panels and
semiconductor devices. It is this trillion dollars worth of annual exports that helps China
to leapfrog Germany to become the world’s largest exporting nation soon.

China’s insatiable need for natural resources and luxury goods, ranging from iron ores
to commercial airplanes, from Rolls Royce vehicles to Louis Vuitton purses, is being felt
around the world. China now is world’s second largest crude oil importer and the third
biggest consumer of luxury goods, accounting for 12 percent of sales worldwide.

The world community is also witnessing the fast growing presence and increasing power
of Chinese firms almost everywhere—a Chinese auto plant popping up in Latin America, a
refrigerator factory humming in the US and a high-tech firm erecting telecommunication
networks in Europe. By the end of 2008, China’s total stock of FDI outflows exceeded US
$ 100 billion.

As these Chinese companies become increasingly internationally focused, they also
venture into cross-border M&.A transactions. Lenovo’s takeover of IBM’s PC division for
US$ 1. 25bn in 2004 was widely hailed as the beginning of a wave of big acquisitions
abroad by Chinese firms. Chinalco’s move to inject $19. 5 billion into Rio Tinto Ltd—the
world’s third largest iron ore miner was considered another milestone of China’s desire to
invest large sums overseas though the deal was finally scrapped.

Thirty years ago, virtually every business in China was called a “factory” or “plant. ”
Being small and weak, hardly any of them operated competitively in global business.
Today, many Chinese firms operate globally and some of them such as Lenovo, Haier and
Huawei are beginning to compete with leading multinationals. It will not be another 30
years long before many more local companies become Chinese versions of GE or Nokia,

Toyota or Samsung.
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Abovut the Course

Chinese Companies Going Global is a case-based business English reader, a companion
to MNCs Doing Business in China. Catering for both academic and practical needs, this
reader is intended for students at both intermediate and advanced levels, who desire to
further improve their language proficiency or broaden their business knowledge. Those
who are already in the business community will also find the case studies in the textbook
helpful in their daily business decision-making process.

The book with 46 texts is organized into five parts with each centered on a different
topic. Chapter One describes China emerging as a powerful economy. Chapter Two depicts
the new boundaries of Chinese firms as a whole. Chapter Three hails the popularity of
made-in-China products with end-users around the world while Chapter Four and Five
mainly focus on Chinese firms engaged in purchasing overseas commodities and assets.

The texts written in genres of reports or editorials, commentaries or features are care-
fully selected from internationally well-known publications or academically recognized
sources. They are also sufficiently annotated with introductory remarks, business tips, re-
view questions, and supplemented by vocabulary and translation exercises. Instructors u-
sing this textbook are encouraged to design their own alternative tasks in an attempt to
maximize the good effect derived from interaction between the text knowledge and their re-
al-life experiences, between the language learning and business skill acquisition,

The Business English Reader Chinese Companies Going Global features an integration
of BEC, an acronym for Business, English and Culture. Therefore, the textbook can be
used in either a language class or a business studies class, and for an independent course or
as a supplementary reader for a business course. As a matter of fact, its forerunner MNCs
Doing Business in China has been extensively used ever since its début in 2006 in both lan-
guage and business classes at hundreds of universities throughout China. This textbook, it
is hoped. will be just as intellectually appealing and practically useful to both language and

business students, and to learners both on campus and in the workplace.
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Chapter One Stronger China
BttpE

Text 1 A Less Fiery Dragon
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China may be a smaller economic giant than previously thought.
mericans who spend their time fretting about when their economy will be overtaken
Aby China will have gleefully leapt upon new numbers suggesting that China’s econo-
my may in fact be 40 percent smaller than current estimates. However, the new figures, if
confirmed, would also mean that the world economy has been growing rather more slowly
in recent years than officially reported by the w@, which is less salutary for everyone.

It is not the Chinese government that has been exaggerating the size of its GDP9, but

® IMF; International Monetary Fund EEETESAS BFRMNEFRSMAR., BEHRAES 4
KT CIEW T BRI R R PR 1 12 AT TS P RETVHFILEHMAL KR,

SRR MEFES BRETESERES.
® GDP: gross domestic product B 4 7™ G fH. CREURLENTEN, I —EMHNA—EFRE™

f 722 R BT 4 AR 6 TR 45 4 BLAT T A 3 A0 B4 (. B E AR RS RA WEEEF,E‘{E(GNP)M@.%%@
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international organizations, such as the World Bank® and the IMF, which measure each
nation’s output in terms of purchasing-power parity (PPP)®, If China’s GDP is converted

into dollars using market exchange rates, it amounted to $ 2. 7 trillion last year, only one-

fifth of America’s $13. 2 trillion, and the fourth-largest in the world. But a dollar buys a
lot more in China than in America because prices of many non-traded goods and services
tend to be much lower in poor economies. Converting a poor country’s GDP into dollars at
market exchange rates therefore understates the true size of its economy.

Instead, many economists prefer to convert GDPs into dollars using PPPs, which take

account of price differences between countries. The Economist’s Big Mac index® is a crude

measure of PPP. Much more sophisticated estimates are produced by the International

Comparison Programme®, co-ordinated by the World Bank, which gathers prices for more

than 800 goods and services in countries around the globe. On a PPP basis, the World
Bank ranks China as the world’s second-biggest economy, with a GDP of $ 10 trillion last
year. At its recent pace of growth, China’s GDP could overtake America’s by 2010.

The World Bank’s estimate for China is widely used by economists. Yet few realize
that it is based on a lot of guesswork, as the bank’s previous international price surveys
have not included China. Instead, it extrapolated from a study of prices in America and
China that dates all the way back to the 1980s. The bank’s latest price-comparison study,
due to be published in mid-December, does include China for the first time, and prelimina-
ry evidence indicates that its GDP has been overstated in the past. In a recent article in the

Financial Times, Albert Keidel, an economist at the Carnegie Endowment for Interna-

o WREBF, BAEMSIIMEZ— HE 184 MRAE. HEGEHBREAR . EEXRPTERA
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tional Peace, noted that PPP figures published by the Asian Development Bank (ADB)®,

as part of its input into the World Bank’s International Comparison Programme, implied

that China’'s GDP was 40 percent smaller than the number reported by the World Bank.
Interestingly, the new figure is very close to what the Big Mac index has indicated
all along.

Assume for a moment that Mr Keidel’s figure of 40 percent is correct, then China’s
GDP in PPP terms is slashed from $ 10 trillion to $ 6 trillion. That would still leave it as
the world’s second-largest economy, but it would not overtake America for at least another
ten years. India, on the other hand, would drop from third to fifth place in the world
ranking.

Adjusting the Global Speedometer

China would probably be quite happy to see its GDP revised down, hoping that Amer-
ica might stop picking on a smaller, poorer economy. But revised PPPs would not only
change international rankings, they would also affect the pace of global growth. To calcu-
late world GDP growth, individual countries’ growth rates are weighed by their share of
world output. Using PPP weights, as the IMF does, the world economy has grown by an
average of 5 percent over the past five years, its strongest pace since the early 1970s. This
is largely because emerging economies have been growing by 7. 5 percent a year (compared
with only 2. 3 percent in the G7 developed economies) , and they account for around half of
world GDP. But if China and India are 40 percent smaller than previously thought, world
growth would be trimmed to 4.5 percent. '

The difficulty of measuring PPP is one reason why some economists prefer to compare
the sizes of economies using market exchange rates. After all, it is argued, countries trade
with each other at market rates, so these provide the best basis for comparison. Measured
this way, world growth over the past five years has been a still more modest 3. 4 percent.
Far from being the fastest pace for decades, that is slower than in the 1980s. So has the
global boom been a mirage? A closer look at the numbers shows that this cannot be right.
Measured at market exchange rates, emerging economies’ share of global output last year
was less than in 1980, even though they have been growing more than twice as fast as the
rich economies. The increase in their share of global energy consumption, from 43 percent
in 1980 to 55 percent in 2006, also confirms that their weight in the world economy has
surely risen.

The raw dollar numbers are distorted by big currency swings. For instance, the de-
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valuations in East Asian economies in 1997-989 grossly exaggerated the drop in their out-

put. Measured at PPP, emerging economies’ share of world output has more realistically
risen since 1980—and even if China’s economy is smaller than thought, it is still a mighty
beast. PPP data may be imperfect, but they give a better picture of the relative size of

economies than market exchange rates do. In the words of John Maynard Keynes®, “It is

better to be roughly right than precisely wrong. ”

Words and Expressions

fiery [ 'faror1] adj. T BE R, K
fret [fret] v. ‘ T, U, ERAE
gleefully ['glizfuli] adwv. WE M, B 2Hh SR RAR M
salutary [ 'seeljutort] adj. AIEHH
understate [ anda'stert | v. BHERE, BERE
sophisticated [so'fistikertid] adj. ETHFERK
extrapolate [1k'straepalert] v. T, HE T
slash [sleef] v. KIEE T %
speedometer [spi'domita] n. (WS 2%
mirage ['mira:;z] n. 15, Mg Bk
distort [dis'tot] w. Eih,RE
mighty [ 'marti] adj. SR A
in terms of - RALREE [iT=EE 2 SRR B =K
pick on Peo, Pk

Exercises

Exercise 1 Choose the best answer for each of the following questions.

1. According to the writer, which of the followings can best reflect the relative size of

economies?
A. Big Mac index. B. ICP.
C. Market exchange rates. D. GDP.

2. If China and India are 40 percent smaller than previously thought, world growth would

be reduced to

© 20 HH4E 90 AR AR ML AR IE AR R AN B2 T (AR T B U E R R T SRS BUR R AT Rl 23R
EIEE . HEERENENE FENSE, MEREHESASKIRT KB RIREEHMAS.
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3.

A. 7.5 percent B. 3.4 percent C. 2. 3 percent D. 4.5 percent
The fact(s) that can undermine the reliability of the PPP figures.,

A. prices of many non-traded goods and services tend to be much cheaper in poor econ-
omies

B. converting a poor country’s GDP into dollars at market exchange rates understates
the true size of its economies

C. much of the calculation is conducted on guesswork due to the lack of sufficient his-
torical data

D. all the above

Exercise 2 Fill in each of the blanks with the appropriate words given. Change the form of

the word when necessary.

extrapolate revise slash account for swing

. The IEA ([HPErRETE E) estimated that the world oil demand next year will be million

barrels a day, but it said that this estimate is subject to due to recent econom-
ic indices (¥ 50).
We can the economic conditions from the description of purchasing-power parity.

3. Investment from other economic sectors developed from scratch, hitting 458. 1 billion

yuan in 1997 and 18. 2 percent of the national total.
The proposal would federal tax rates across all levels of income, eliminate the
so called marriage penalty and phase out estate taxes.

The economy forward in the last decade.

Exercise 3 Translate the following sentences into English,

1.

W 3C 134, T AEH 0 2, g N BT AR A TR A 4 R, R bﬂ@@%%ﬂﬂ%
BARERA BT AEWE MR ARS . (PPP)

B &K G H R A, 2007 EpEH O A&ttt F i 8. 8%, Mt R\ R OH,

BB B A5 4E Bk P SR AT - AR MR E 3.25% . (deflation, the European Cen-
tral Bank, slash)




Text 2 Unstoppable yet Unsustainable
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hina has barely paused for breath this year in its jet-propelled rise into a global pow-
Cer, returning the country to a position its leaders and people think it rightfully
occupies.

For the third year in succession, the economy is on track to grow by more than 10 percent,
according to Chinese statistics, a figure that many foreign investment bank economists
think understates the true pace of development.

The leadership team of Hu Jintao, the president, and Wen Jiabao, the premier, has
complemented the powerful economic re-emergence with a packed diplomatic schedule re-
flecting the new pressures, and interests, the country’s growth has delivered it.

In a single week in November, it hosted 10 south-east Asian leaders in southern
China. senior leaders from 48 African countries at a summit in Beijing and pulled together
top envoys from six countries, including Japan and the US, to mediate North Korea’s nu-
clear programme.

These separate events encapsulated China’s paramount security interests, a need for
stability in Asia, more raw materials—especially oil that Africa can provide— and good re-
lations with the US.

At home, China has spawned a new caste of millionaires, an emerging middle-class

centred in large cities on the coast, alongside a struggling rural class and urban poor. ©

The country has shown extraordinary resilience in the face of a wave of challenges
since the late 1990s, successfully sailing through the Asian financial crisis, the bursting of

the internet bubble and the recession in the US® and its own home-grown health crisis,
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