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PART ONE

The International Economy

The unprecedented‘V rapid advance of science and tech-
nology after World War II has enormously enhanced® labour
productivity® world — wide ,and economic cooperation among
nations has become much closer and broader in scope. The e-
conomies of different countries in the world are becoming in-
terdependent® and meanwhile competing vigorously.® A

T

new era® of globalization® of production and finance® has set

in.¥

In view of the intense trade war during the thirties after
the Great Depression,® which was believed to be one (;f the
causes of the disastrous® armed conflict® of World War 11,
the governments of a number of capitalist countries made a
joint proposition® to dissolve® the antagonistic® commercial

® so as to create a new situation in which tariff

contention
barriers would be gradually reduced and international eco-
nomic cooperation strengthened. ® Accordingly, the General

Agreement on Tariffs and Trade was proposed and signed in
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1947. Since then eight rounds of trade negotiations ensued
and the volume of® international trade increased consider-
ably.

However the uneven economic development of nations
which was acutely manifested® by the decline of the hege-
monic® position of the U. S. A. and the trememdous growth
of Japan’s and the EEC® ’s economy has made protection-
ism® reappear in various forms in the world arena. ® It gver-
shadows the futureprospects of world trade, as non-tariff
barriers become widespread, hampering® the economic
growth of developing countries in particular.

In the recent few years,economic regionalization® like
the Consolidated Western European Market® and the Con-
solidated North American Market® has developed to pro-
mote? free trade and capital interflow among nations in the
region. This new development will surely influence the pat-
tern® of world trade.

The rapid growth of GNP and trade of the contempo-
rary® world does not benefit the developing countries as
much as the developed countries. The gap in terms of per
capita® income between the developing and the developed

countries 1s getting wider. Quite a few developing countries




are plagued®@ with high inflation,? heavy external debt®bur-
den and worsening terms of trade ,which have already caused
serious concern in the developing countries at large® and the
far-sighted people of the capitalist countries. Creation of a
new world economic order® is generally considered a matter
of great urgency. @

The above five topics are dealt with one by one in five

chapters (from chapter 1 to 5)in Part I.
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CHAPTER 1

GROWING ECONOMIC COOPERATIONY
AMONG NATIONS

THE OBJECTIVE® OF OUR STUDY

The main task of the study of international economics is
to examine® the international economic relations of the con-
temporary world and probe® the current situation® of the in-
ternational economy and to study their reciprocal depen-
dence,® so as to understand the foreign economic policies of
different countries and the characteristics® of the changes in
international economy. With a view to realizing® its ambi-
tious” plan of modernization,® China must develop her eco-
nomic and cultural exchange with various countries,and es-
tablish and develop her foreign economic relations on the ba-
sis of self reliance® and independence. " Irrespective of® po-
litical and economic system,every country can develop its
foreign trade and promote its international economic cooper-
ation on the strength” of its own superior endowments. ©

Along with the rapid development of science and tech-

nology and hence productive forces,social division of labour
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has been incessantly® expanding in width and depth, which
in turn has promoted the advance of social productive force.
and socialization® and specialization® of production. The
colossal® productive force generated® by mass-production by
machinery has resulted in the extension of social division of
labour across national boundaries® and hence international
division of labour. As to the decisive role of mass- produc-
tion by machinery in the accomplishment® of international
division of labour and world market,Karl Marx once pointed
out,“after the invention of machinery division of labour has
made great headway®...... The weaving and spinning
workers who were previously assembled in a single family
are separated by the machines. By using the machines, now
the spinning workers can live in England ,while the weaving
workers live in East India. Before the invention of machin-
ery ,the industries of a country used to process® the raw ma-
terials produced locally®---"-As‘a result of the application of

¥ and machinery, the scale® of division of

steam engine
labour has made it possible for the large industries to leave
their base®in the home country,®relying entirely upon the
world market,international exchange,®and international di-

vision of labour. ”
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In the contemporary world,no country can exist in iso-
lation® and be separated from the rest of the world. All as-

pects® of a natlonal economy-industry , agriculture, service

£ @

sector,” national income,® employment, standard of living
etc, are linked by economic ties with the economy of its trad-
ing partners. Today,the production process and economic ac-
tivities of a country depend,to a certain extent,® on the pro-
duction process and economic activities of other countries
and regions. As a rule,the formulation of economic policy of
a country will have some impact upon the economy of other
countries.

To study the elements of international economics may

beconducive®

to our understanding of the main features” of
the international economic relations at the present time and
the underlying laws® of development,and enable us to apply
rhem in developing economic cooperation between China and
foreign countries,in order to promote China’s socialist mod-
ernization.

International economy refers to® the aggregate® of in-
ternational economic relations among various countries,
which are interdependent and tied to one another. There are
various economic relations transcending® national bound-

aries, including the relationship of commodity exchange,

DRI QNH OMFGTL OERUA OE-EBEL B4
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monetary finance,® capital and technology interflow® etc.
These international relations constitute the international e-
conomy.

It may be helpful to give two 1llustrat10ns which ex-
plain at some length® the difference between world economy
and infernational economy of the contemporary world, which
encompasses” more than 160 countries. We may look at the
world as an economic entity and study the rapid development
of international trade in 1988, the total amount being US
%2 + 400 br} and jits 'growth r&};}gj‘g}}? rl;xilgg'xest in the last few
years. We may desxre to know how that happened by analyz-
ing the relative increase in trade volume of different cate-
gories® of commodities and different groups of countries.
The statistics compiled by GATT (General Agreement on
Tariffs and Trade) revealed® that manufactured products®
contributed® a great deal to the increase,the business vol-
ume of excavating® industries remained stagnant® and that
of the agriculturél products improved to a certain extent,but
not as much as the manufactured products. The electronic®
products accounted for® 12% of the total of manufactured
products,and the developing Asian countries were the major
suppliers. Chemicals accounted for 13% and the products of

the automotive™ industries also 13% ,of which the industri-
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