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Chapter 1

Intro International Trade

it

on to

News Report
Trade Surplus to Exceed U. S. $250b in 2007
Reuters, Updated ; 2007 —05 -29 1422

China’s trade surplus will reach U. S. $250 - 300 billion in 2007, driven by the
country’s strong external demand, the top economic planner said on Tuesday.

China’s surplus hit a record U. S. $177. 5 billion in 2006. In the first four months of
this year the surplus totaled U. S. $63.3 billion, up 88 percent from a year earlier.

“The trade surplus is unlikely to shrink in the short term, and it may last for a long time
during the industrialization process,” the National Development and Reform Commission
said in a statement on its website ( www. ndrc. gov.cn).

The government has cut export tax rebates and raised export taxes for high-poliuting
and energy-intensive products in an effort to trim the trade surplus.

The commission said that neither a stronger yuan nor cuts in export tax rebates would
result in a large shift of export orders away from China. “It’s hard for importing nations to
find replacements for Chinese manufacturers. It will be impossible in the foreseeable future to
shift orders away from China on a large scale,” it said.

The low cost of labor and resources such as land, power and water, together with deep-
rooted incentives for export-driven economic growth, had kept Chinese manufacturers
competitive in the international market, it said.

The strong global economy was also driving up demand for Chinese goods, the

commission said. It said some factories in the export strongholds of the Pearl and Yangtze
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River deltas had been unable to fill all their orders in the first quarter.

While acknowledging challenges arising from the huge trade surplus such as excess
liquidity, pollution, environmental damage and trade frictions, the commission said it
would take time for China to strike a balance in its trade.

Discussing Activities
1. What is the implication of such huge trade surplus for China?
2. What do you think are the major contributions to China’s trade surplus?
3. Some people hold “the more exports, the better for China” , do you agree? Why, or

why not?

International trade, also known as world trade,
foreign trade or overseas trade, is the fair and deliberate
exchange of goods and/or services across national
boundaries. It concerns trade operations of both import and
export and includes the purchase and sale of both visible
and invisible goods, the former of which is called trade in
goods while the latter of which is called trade in services in
the word of WTO. So, it is the study of the economic
transactions that take place between countries, and further, THIS BOOK IS ABOUT YOUR FUTURE

s . . PLEASE READ IT CAREFULLY.
the study of the impediments ( natural and political ) to S

\ =
those transactions. T+ \‘10/1@/ Decirton

1.1 Why Do Countries Trade?

The Origin of International Trade

Economic activity began with the caveman, who was economically self-sufficient. He
did his own hunting, found his own shelter, and provided for his own needs. One person was
more able to perform some activity than another, and therefore each person concentrated on
what he did best. While one hunted, another might fish. The hunter then traded his surplus
to the fisherman, and the fisherman to the hunter, and thus each benefited from the variety of
diet. However, in today’s complex economic world, neither individuals nor nations are self-

sufficient. Nations have utilized different economic resources; people have developed



