


Selected Readings
On
| nternational Business & Economics
From
Western Journals

Shi Tianlu
(Editor - in - chief)

The Press
Of
University of International Business
& Economics

1999



() 182

(CIP)

,1999.10
ISBN 7-81000-933-8

319.4:F

CIP (1999) 66889
& 1999
12 : 100029
850x 1168 1 32 12 5 324
1999 11 2 2003 6 7

ISBN 7-81000-933-8 H 224
: 42001—53000 :22.00



, GATT-WTO



, (The Economist) ( Financid

Times) ( Fourtune) (The Wall Street Jour-
nal) (International Herald Tribune)
(Far Eastern Economic Review) (Newsweek)
(Business Week) (The Christian

Science Monitor) (New York Times)
(Washington Post) (Reader’ s Digest) (The
Times) (Asiaweek)

2.

3.

4.



1999

8



Contents

Lesson 1 Text: China in the Market Place 1
(The Theme for the Lesson: China’ s Foreign
Trade)

Lesson 2 Text: The Curtain Goes Up 19
(Theme: China s Absorption of Foreign Direct
Investment)

Lesson 3 Text: Beijing Rising 38

(Theme: China s Opened Economy)
Appendix to L 1 —3 On China’ s Economic Reform:
Deng Calls for Speedup in Reform 55

Lesson 4 Text: A Global Perspective 71
(Theme: the World Economy)

Lesson 5 Text: U S . is Prepared to See Trade
Relations Worsen 101
(Theme: the US Strategy & Padlicy in Trade)

Lesson 6 Text: Economic Troubles Cloud New
Market s Future 114
(Theme: the Development of EU)



Lesson 7 Text: Japan Says No 127
(Theme: Japan' s Podtion on Trade)
Appendix: Why Japan Won' t Cave into U S . Trade Demands

Lesson 8 Text: Here Cames Korea, Inc . 151
(Theme: South Korea & Other Fast-developing
Asian Countries - their Progress and Problems)

Lesson 9 Text: Prosperity Persists in the UAE 174
(Theme: Newly-emerging Trading Stars)

Lesson 10 Text: Free Trade, with Luck 203
(Theme: GATT - WTO)

Lesson 11 Text: The Comeback of International
Barter 219
(Theme: Barter Still in Use)

Lesson 12 Text: Soft Drink Wars: the Next Battle 233
(Theme: Market Competition)

Lesson 13 Text: Hong Kong is Tops at Cracking U S .
Shell Eggs 249

(Theme: Market Analysis)

Lesson 14 Text: Soft Commodities 258
(Theme: Commodities Market)

Lesson 15 Text: Weekly Commodities 275



(Theme: Reports on Commodities Exchange in
Telex)

Lesson 16 Text: Pushing U .S . Style, Nike And Reebok Sell
Sneakers to Europe 298
( Theme: Marketing & Management)

Lesson 17 Text: New Worlds To Conquer 313
(Theme: the World car Market)

Lesson 18 Text: The Tug of War on Textiles 331
(Theme: the Textiles Trade)

Lesson 19 Text: A Big Hit in the Stores 350
(Theme: Computer Trade)

Lesson 20 Text: An Qil Crisis Knocks on
Reoovery' s Door 360
(Theme: the Oil Market)

Index to Notes on Technical Terms & Introduc-
tions to I nternational Organizations and Enterpris-
es 370



Lesson 1

Text

China In the Market Place

( Excerpts)
Barry Coulthurst examines the development
of China strade policy and the present
state of the overseas economic links .

The pattern of Chind s foreign trade has changed substantialy
since the founding of the People s Republic .During the 1950s China
exported agricultural products to the USSR and East European
countriesin return for manufactured goods and the capital equipment
required for the country’ s industrialisation programme which placed
emphasis on the development of heavy industry . The Great Leap
Forward of 1958—59 initially produced gains in agricultura and in-
dustrial production, but subsequently resulted in serious economic
Imbalances . Economic problems were exacerbated by three bad har-
vests (1959—61) with the result that national income and the vol-
ume of foreign trade contracted during 1960—62 .

The withdrawal of Soviet economic and technical aid in the ear-
ly—1960s caused trade to shift away from the USSR and its Come-
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con partners towards Japan and Western Europe. A oon-
sistent theme of China s foreign trade policies has been the strong
emphasis which has been placed on developing trade relations with
the Third World countries .

The growth of foreign trade was disrupted again during the
Cultura Revolution ( 1966—76) when agricultura and industrial
production fell sharply and transportation constraints became more
serious .

Foreign trade, which has a major role in the Four Modernisa-
tions programme, hasgrown rapidly over the past few yeas . A ma-
jor trade agreement with Japan, under which Chinaexports coal and
oil in return for industrial equipment and technology, was signed in
February 1978 . China also sgned a long-term trade agreement with
the EEC in 1978 while trade with the USA has increased rapidly in
the wake of the normalisation of diplomatic relations at the begin-
ning of 1979 . The Sino-USA agreement on trade relations, which
came into force in February 1980, accords China most-favoured-na
tion treatment .

Breakdown

A commodity breakdown of China s trade shows that fuels account-
ed for 24 per cent of total exports in 1982, food products for 13 per
cent, textile fibres and minera oresfor 7 per cent and manufactured
goods (the most important proucts were textiles, chemicals and ma-
chinery and transport equipment) for 55 per cent . Since the founding
of the Peopl€ s Republic strong emphass has been placed on import-
ing capital equipment in order to strengthen the industria sector .
But the leading categories of imports in 1982 were food, which ac-
counted for 22 per cent of the total, light manufactured itemswith a
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share of 20 per cent and machinery and transport equipment with 17
per cent .

During the past few years a mgor objective of the Chinese au-
thorities has been to reduce the proportion of agricultura exports,
while increasing that of industria and mineral products . A wide va-
riety of industrial goods are now exported and Chinese capital equip-
ment has been used by a number of developing countries to establish
projectsin areas such as agriculture, forestry, light industry, food

processing, water conservation and transport and communications .

The Balance Shifts

The US dadllar value of Chinese exports increased at an average rate
of amost 18 per cent per annum between 1978 and 1983, while im-
portsincreased by approximately 11 per cent per annum . As a re-
sult, the visible trade surplus rose sharply from US 1.4 billion in
1981 to US 4.4 billion in 1982 and US 3.7 billion in 1983 . Ex-
ports grew much faster than imports during this period not only be-
cause of the strong emphasis placed on exporting by China s eco-
nomic planners, but aso because a number of industria projects
were postponed in 1979 . Official recognition that foreign technology
could play a magor role in modernising the Chinese economy had
caused imports to rise by more than 50 per cent in 1978 placing un-
due stran on the national economy . Grain imports have falen
sharply over the past few years—China became a net grain exporter
in 1984—and in 1983 the country started to export soyabeans and
cotton .

The pattern of foreign trade growth was reversed in 1984: the
value of exports increascd by 10 per cent, but imports jumped 38 per
cent with the result that the vigble trade account was in deficit by
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US 1.1 billion . The strong increase in imports last year is at-
tributed to buoyant economic activity as well as to the success of the
Government’ s trade and foreign investment policies .

Direction of Trade

Hong Kong is Chind s major export market accounting for approxi-
mately 26 per cent of total exportsin 1983 (though much is re-ex-
ported to other destinations from there) .Other important markets
include Japan, with a share of 20 per cent in 1983, and the USA
with approximately 8 per cent . The EEC s share of Chind s exports
has generally been around 11—12 per cent over the past few years
(the leading export markets within the European Community are
Germany and the United Kingdom), while the proportion destined
for the Comecon countries declined from almost 15 per cent in 1978
to 6 per cent in 1983 . The non-oil developing countries accounted
for 23 per cent of China s total exportsin 1983 .

In sharp contrast the developing countries provided less than 15
per cent of China s importsin 1983 . The most important suppliers
among the industrial countries were Japan, with a share of 26 per
cent, and the USA with 13 per cent .The EEC s share in 1983 was
15 per cent and that of Comecon 8 2 per cent .

The successful outcome to negotiations between Britain and
China about the future of Hong Kong will strengthen Sino-British
relations and is expected to boost trade between the two countries .
A large British economic and trade delegation, headed by Lord
Young, Minister without Portfolio, visited China in March . The
value of Chinese exports to Britain, which rose rapidy between
1977 and 1980, declined in 1981—82, but recovered strongly in
1983; imports from the United Kingdom followed a similar pattern .
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The most important Chinese exports to Britain in 1983 were cloth-
ing, textile fibres, tea and food products while the leading British
exports included iron and steel, machinery and transport equipment,
scientific instruments, chemicals and textile fibres .

Chinese officials stress the importance of introducing advanced
technology to domestic industry, but the need is for technology of
varying degrees of sophistication, not necessarily for advanced tech-
nology as that term is understood in the West .

Reserves Rise

There are no officia statistics covering the invidble account of the
bal ance of payments, but the size of the visible trade surplus during
1981—83 and a pronounced increase in earnings from tourism sug-
gest that the current account has been in surplus over the past few
years .

Foreign exchange reserves have risen rapidly from approximate-
ly US 2 5 billion at end—1980 to US 17 0 billion (sufficient for
approximately eight months imports) by October 1984 . Approxi-
mately US 12 hillion of the country’ s reserves are held by the cen-
tral bank, the People s Bank of China, while the balance is con-
trolled by the Bank of China which specialises in foreign exchange
business .Individual cities must try to balance their foreign exchange
earnings and requirements, but there is some scope for purchasing
additional foreign exchange with Renminbi yuan .The authorities are
willing to permit a run-down in the country’ s international reserves
over the next few years as a means of accelerating the introduction of
foreign technology .

China has shown a much more flexible approach to foreign trade
over the past few years and has adopted a series of measures designed
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to strengthen international economic co-operation . Foreign countries
are encouraged to mount exhibitions of their goods and China itself
has participated in a number of trade fairs and exhibitions held
abroad . Since the late 1970s China has also adopted foreign trade
practices long-establishcd in many other countries . Goods are pro-
duced according to a sample provided by the customer, while strong
encouragement is given to compensation trade whereby a foreign
seller supplies raw materials and equipment and receives manufac-
tured goods, produced by the equipment provided, in return . Com-
pensation trade differs from barter or countertrade insofar as there is
adrect link between the equipment supplied from abroad and the
manufatured product . Assembly manufacturing began in 1978 and
particular forms of foreign trade are eligible for exemption from cus-
toms duties and taxation .

Investment Encouraged
A series of polices designed to encourage foreign investment have ac-
companied these trade reforms . A law adopted in 1979 defines the
principles governing the rights and interests of participants in joint
ventures. The China International Trust and Investment Corpora-
tion (CITIC), established in 1979, co-ordinates incoming foreign
investment, promotes joint ventures by assisting Chinese and foreign
enterprises to find suitable business partners and also has respons bil-
ity for negotiating contracts relating to 100 per cent foreign-owned
enterprises . When negotiations are complete and ajoint venture con-
tract has been agreed, it is submitted to the Ministry of Foreign E-
conomic Relations and Trade for final approved .

Chind s cautious approach to foreign borrowing is to be main-
tained, at least for the time being . The debt problems confronting a
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number of developing countries have reinforced China s determina-
tion to introduce foreign technology by means of direct investment
and concessonary finance rather than by raising substantial sums of
money on the international capital markets . Foreign investment is
advantageous insofar as it facilitates the transfer of technology and
skills and avoids creating an overhang of debt . The authorities do
not consider it appropriate to incur large amounts of externa debt
until a number of practical bottlenecks in the economy, such as an
inadequate transport network and energy constraints, have been
tackled . China' s access to substantia sums of money from the
World Bank aso reduces the need to borrow on commercial terms .

China has borrowed amost US 2 billion from the World Bank
and its affiliates, but a substantial proportion of these loans are still
to be disbursed . Figures compiled by the OECD and the Bank for
International Settlements show borrowings from Western commer-
cial banks of approximately US 2 billion, but also show that the
bulk of China s foreign obligations consist of non-bank trade-rel ated
credits which exceed US 4 hillion .

While there are limited lending opportunities in the short-term,
there appears consderable scope for foreign banks to undertake prof-
i table business over the longer term . The need to develop business
rel ationships with Chinese enterprises and government officials has
persuaded a large number of foreign banks to open representative of-
fices in Beljing or other parts of China.

—From China Now, Spring 1985, No .112



Words and Expressions

initially
subsequently
exacerbate
contract
disrupt

>SS 88

constraint
in the wake of ;
accord
breakdown
sector
category
item

5 535 5 5 5 <

bal ance
per annum ( )
undue

jab)

stran n. ;
reverse
in deficit ;
attribute

<

buoyant
destination
destine
decline
outcome
boost
Lord

8

5 < 5 < < 5 9o <



