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Overview of International Trade/EFRBE SH#EiA  Unit 1

Pre-reading questions:

1. Explain why economic integration tends to form in the neighboring countries.
2. Compare the world output rankings of 2009 with those in 2012. According to the following text.
Discuss the reasons why these rankings have changed .

Concept of International Trade

International trade is the exchange of capital, goods, and services across international
borders or territories. Goods and services are produced, exchanged, and consumed. That is,
some goods and services produced within every country are sold to economic agents in other
countries; these products are known as exports. Some goods and services consumed within a
country have been purchased from economic agents in other countries; these goods are known
as imports.

Since the late twentieth century, corporations have taken advantages of falling
transportation costs and lowered trade barriers to locate various parts of their production and
assembly operations throughout the world. It is known as global production (or outsourcing),
and it is one of the key factors in explaining the growth in world trade. The production process
can be decomposed into smaller parts or stages that are themselves (partly) tradable. More and
more products are “Made in the World” rather than “Made in China” or “Made in US”.

Economic integration has also been one of the main economic developments affecting
world markets. Countries have wanted to engage in economic cooperation to use their
respective resources more effectively and to provide larger markets for member country
producers. Examples of Economic Integration are listed as follows.

NAFTA (North America Free Trade Area)

EAEG ( East Asia Economic Group)

APEC ( Asia Pacific Economic Cooperation)

SAARC ( South Asian Association for Regional Cooperation)
ECOWAS ( Economic Community of West African States)
GCC ( The Gulf Cooperation Council)

TAFTA (Transatlantic Free Trade Area)

MERCOSUR(South American Common Market)
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The emerging markets of Latin America and the Asia-Pacific region fuel much of the
global economy’s future growth.
. The Asia-Pacific region becomes a hot spot for international
marketers. What World Economic Forum organizers call the “New Champions” are the growing
groups of

As is the case with China, it is now permanently granted most-favored-nation (MFN)
treatment by other WTO members, and also most other trading partners have eliminated
restrictions on imports from China which helped promote China’s labor-intensive exports in a
large number of industries. An analysis of the leading trade partners of China in 2012 indicated
that the EU, the U S and ASEAN were the top 3 countries/regions in terms of their share in the
global trade volume with 14.1%, 12.5% and 10.3% respectively. The combined share of these
three regions was 36.9%, indicating the dominant position of these countries in the global trade
( Table 1.1).

Table 1.1 Top 10 trade partners of Mainland China in 2012

Country/Region Trade volume (Billion $) Share (%)
European Union 546.04 14.1
United Sates 484.68 12.5
ASEAN 400.09 10.3
Hong Kong, China 341.49 8.8
Japan 329.45 8.5
Korea 256.33 6.6
Taiwan,China 168.96 44
Australia 122.30 32
Russia 88.16 23
Brazil 85.72 22

Others 1,043.54 27.0

Recent trends in world economy, however, have weakened significantly by 2012. The
growth rate of global output (Table 1.2) has decelerated from 4.1 percent in 2010 to 2.7
percent in 2011. Overall the global growth rate will end up at a disappointingly 2.9 percent
in 2013, about 0.3 percentage points below the global growth performance in 2012. Despite
a very modest growth in the United States and a more significant one in Japan, developed
economies as a whole are likely to grow by only slightly more than 1 percent in 2012, owing
to the recession currently gripping the European Union. This contrasts with a much stronger
performance in developing and transition economies, where GDP growth should remain
relatively high, at around 5 percent and 4 percent respectively.
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Table 1.2 World Output Growth 2004~2012!")

Region/Country 2004 2005 2006 2007 2008 2009 2010 2011 2012

World 4.1 35 4.1 4.0 1.5 -2.3 4.1 2.7 2.3
Developed countries 3.0 2.4 2.8 2.6 0.0 -3.9 2.8 1.4 1.1
Japan 2.4 1.3 17 22 -1.0 —5.5 44 -0.7 2.2
United States 3.5 3.1 2.7 1.9 —0.4 -3.5 3.0 1.7 2.0
European Union 2.6 2.0 33 3.2 0.3 —4.4 2.1 1.5 -0.3

South-East Europe and CIS 27 6.5 8.4 8.6 52 —6.5 4.2 4.5 4.3

South-East Europe 5.6 49 53 59 42 -3.7 0:7 | 0:2
CIS, incl. Georgia 7.9 6.7 8.7 8.9 53 —6.8 4.6 4.8 4.6
Russian Federation 7.2 6.4 8.2 8.5 52 -7.8 4.0 43 4.7
Developing countries 7.4 6.8 7.6 7.9 53 24 75 5.9 4.9
Africa 7.9 5.4 6.1 6.0 4.8 0.9 4.5 2.5 4.1
Z:fi';&’::ﬁca" R 58 46 56 56 40 20 60 43 34
Caribbean 3.7 7.3 9.3 5.8 3.0 0.2 2.8 2.6 2.7
Mexico 4.1 3.3 5.1 3.4 1.2 —6.3 5.8 3.9 4.0
Brazil 5.7 32 4.0 6.1 52 —0.3 75 2.7 2.0
Asia 8.0 79 8.7 9.0 59 4.1 8.4 6.8 5:5
China 10.1 11.3 127 14.2 9.6 9.2 10.4 9.2 7.9
India 8.3 9.3 9.6 9.7 75 7.0 9.0 7.0 6.0
South-East Asia 6.5 5.8 6.2 7.0 4.0 13 8.0 45 49
West Asia 8.8 6.9 6.7 45 3.8 —1.1 6.5 6.9 3.7

Oceania 2.2 3.5 29 3.6 27 2.1 34 3.8 3.6

. In the Standard International Trade Classification (SITC) code, a product
classification of the United Nations (UN) used for external trade statistics, ten broad groups™
are numbered from 0~9:

food and live animals (Section 0);
beverages and tobacco(Section 1);

[1] Source: UNCTAD secretariat calculations, based on United Nations, Department of Economic and Social
Affairs, National Accounts Main Aggregates database, and World Economic Situation and Prospects: Update as of
mid-2012; ECLAC,2012; OECD, 2012; IMF, World Economic Outlook, April 2012; Economist Intelligent Unit, EIU
CountryData database; JP Morgan, Global Data Watch; and national sources.

[2] Source: 2010 International trade statistics yearbook, Vol 1. Pxiv.
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