SPRINGER BRIEFS IN BUSINESS

Tao YUAN

On China’s Trade
Surplus

@ Springer




SPRINGER BRIEFS IN BUSINESS

Tao YUAN

On China’s Trade
Surplus

@ Springer




SpringerBriefs in Business

For further volumes:
http://www.springer.com/series/8860


http://www.springer.com/series/8860

Tao YUAN

On China’s Trade Surplus

@ Springer



Tao YUAN

Department of International Economics
and Trade

Nankai University

Tianjin

People’s Republic of China

ISSN 2191-5482 ISSN 2191-5490 (electronic)
ISBN 978-3-642-38924-5 ISBN 978-3-642-38925-2 (eBook)
DOI 10.1007/978-3-642-38925-2

Springer Heidelberg New York Dordrecht London

Library of Congress Control Number: 2013941509

© The Author(s) 2014

This work is subject to copyright. All rights are reserved by the Publisher, whether the whole or part of
the material is concerned, specifically the rights of translation, reprinting, reuse of illustrations,
recitation, broadcasting, reproduction on microfilms or in any other physical way, and transmission or
information storage and retrieval, electronic adaptation, computer software, or by similar or dissimilar
methodology now known or hereafter developed. Exempted from this legal reservation are brief
excerpts in connection with reviews or scholarly analysis or material supplied specifically for the
purpose of being entered and executed on a computer system, for exclusive use by the purchaser of the
work. Duplication of this publication or parts thereof is permitted only under the provisions of
the Copyright Law of the Publisher’s location, in its current version, and permission for use must
always be obtained from Springer. Permissions for use may be obtained through RightsLink at the
Copyright Clearance Center. Violations are liable to prosecution under the respective Copyright Law.
The use of general descriptive names, registered names, trademarks, service marks, etc. in this
publication does not imply, even in the absence of a specific statement, that such names are exempt
from the relevant protective laws and regulations and therefore free for general use.

While the advice and information in this book are believed to be true and accurate at the date of
publication, neither the authors nor the editors nor the publisher can accept any legal responsibility for
any errors or omissions that may be made. The publisher makes no warranty, express or implied, with
respect to the material contained herein.

Printed on acid-free paper

Springer is part of Springer Science+Business Media (www.springer.com)



Preface

China’s trade surplus is a focal question, but there are many wrong opinions about
it which are very popular, so it is necessary for us to write a book to analyze
China’s trade surplus and some related questions.

Is China’s competitive advantage of foreign trade very strong or not? Some
scholars say yes because China’s trade surplus is continuously huge. Some
scholars say no because there may be just two or three Chinese brands American
people know. The book analyzes where the China’s trade surplus comes from and
what are China’s competitive advantages and shortages.

Chinese government, international organizations, foreign governments, Chinese
scholars, and foreign scholars are all talking about expanding domestic demand of
China, and it seems that some of them believe expanding domestic demand is the
only right policy for China because China’s huge trade surplus brings trade fric-
tions, dispute about RMB’s exchange rate, and environmental pollution. However,
expanding domestic demand does not mean giving up export, and the policy of
expanding domestic demand should not supplant the policy of supporting export.
This problem is one of the emphases in the book.

Trade frictions between China and other countries happened frequently and this
problem is closely related with China’s trade surplus. How to reduce trade frictions
is an important and hard work, and there are some wrong methods like reducing
China’s exports. We bring forward some methods to reduce trade frictions in the
book.

Trade frictions between China and the U.S., dispute about RMB’s exchange
rate against U.S. dollar are all hot topics which are closely related with China’s
trade surplus with the U.S. These problems should be solved, but cannot, because
the root of these problems is the different basic situations of the two countries’
economies. When the U.S. trade deficit with China becomes an excuse for the
U.S., China should be clear-headed and find methods to solve it.

There are five graduate students for Ph.D. degree of Department of Interna-
tional Economics and Trade, Nankai University, who participated in this book.
They worked hard and supplied materials for this book, and wrote some first drafts.



vi Preface

They are: LIU, Zhi-cheng (Chap. 1), BAI, Yu-ting (Chap. 2), LIU, Yan-lei
(Chap. 3), YU, Zi-liang (Chap. 4), and YANG, Hong (Chap. 5). We would like to
extend our special thanks to Toby Chai.

But the author, YUAN, Tao takes charge of the views of this book.

April 9, 2012 Tao YUAN


http://dx.doi.org/10.1007/978-3-642-38925-2_1
http://dx.doi.org/10.1007/978-3-642-38925-2_2
http://dx.doi.org/10.1007/978-3-642-38925-2_3
http://dx.doi.org/10.1007/978-3-642-38925-2_4
http://dx.doi.org/10.1007/978-3-642-38925-2_5

Contents

1 China’s Trade Surplus: A Whole View. . .. ... ... ... ....... 1
1.1 The Development of China’s Trade and China’s
Trade Surplus . . . .. ... 1

1.1.1 The Development of China’s Trade After the Reform

and Opening Up . ........ ... ... ... ... ... ..... 1
1.1.2  China’s Trade Surplus and its Causes . .. ........... 2
1.2 The Structure of China’s Trade. . ...................... 4
1.2.1 The Structure of China’s Export Goods. ............ 4
1.2.2 The Development of China’s Export of Machinery
and Electronic Products, Hi-Tech Products. . . .. ... ... 6
1.2.3  The Structure of China’s Import Goods. . ........... 8
1.3 More Trade Frictions Between China and its Main
Export Markets . . . ... ... ... .. .. 10
1.3.1 The Structure and Shares of China’s Export Markets . . . 10
1.3.2  More Frequent Trade Frictions with the Expansion
of China’s Exports . ............ .. ... .. .. ..... 13
1.4 China’s Deficit on Trade in Services . . . ................. 15
1.4.1 The Development of China’s Service Trade. ......... 15
1.4.2 The Category Proportions of China’s Service Trade . . . . 17
Reference. ... ... ... ... . . . . .. 19
2 What Promotes China’s Trade Surplus?. ... ................ 21
2.1 FDI and Processing and Assembling Trade. . . ............. 21
2.1.1 FDI’s Contribution to China’s Exports. . . .. ......... 21
2.1.2  Processing and Assembling Trade
and China’s Exports . . ....... ... ... ... ... ... .. 24
2.2 China’s Comparative Advantage and Competitive Advantage
Are SIIONEZ. . . o vt e e e e e e 25
2.2.1 Labor Advantage . ..............c..cuiiiaa.. 25

2.2.2 Scale Advantage, Technology Advantage
and Industry Advantage. ... ......... ... ... ..... 26

vii


http://dx.doi.org/10.1007/978-3-642-38925-2_1
http://dx.doi.org/10.1007/978-3-642-38925-2_1
http://dx.doi.org/10.1007/978-3-642-38925-2_1#Sec1
http://dx.doi.org/10.1007/978-3-642-38925-2_1#Sec1
http://dx.doi.org/10.1007/978-3-642-38925-2_1#Sec1
http://dx.doi.org/10.1007/978-3-642-38925-2_1#Sec2
http://dx.doi.org/10.1007/978-3-642-38925-2_1#Sec2
http://dx.doi.org/10.1007/978-3-642-38925-2_1#Sec2
http://dx.doi.org/10.1007/978-3-642-38925-2_1#Sec3
http://dx.doi.org/10.1007/978-3-642-38925-2_1#Sec3
http://dx.doi.org/10.1007/978-3-642-38925-2_1#Sec4
http://dx.doi.org/10.1007/978-3-642-38925-2_1#Sec4
http://dx.doi.org/10.1007/978-3-642-38925-2_1#Sec5
http://dx.doi.org/10.1007/978-3-642-38925-2_1#Sec5
http://dx.doi.org/10.1007/978-3-642-38925-2_1#Sec6
http://dx.doi.org/10.1007/978-3-642-38925-2_1#Sec6
http://dx.doi.org/10.1007/978-3-642-38925-2_1#Sec6
http://dx.doi.org/10.1007/978-3-642-38925-2_1#Sec7
http://dx.doi.org/10.1007/978-3-642-38925-2_1#Sec7
http://dx.doi.org/10.1007/978-3-642-38925-2_1#Sec8
http://dx.doi.org/10.1007/978-3-642-38925-2_1#Sec8
http://dx.doi.org/10.1007/978-3-642-38925-2_1#Sec8
http://dx.doi.org/10.1007/978-3-642-38925-2_1#Sec9
http://dx.doi.org/10.1007/978-3-642-38925-2_1#Sec9
http://dx.doi.org/10.1007/978-3-642-38925-2_1#Sec10
http://dx.doi.org/10.1007/978-3-642-38925-2_1#Sec10
http://dx.doi.org/10.1007/978-3-642-38925-2_1#Sec10
http://dx.doi.org/10.1007/978-3-642-38925-2_1#Sec11
http://dx.doi.org/10.1007/978-3-642-38925-2_1#Sec11
http://dx.doi.org/10.1007/978-3-642-38925-2_1#Sec12
http://dx.doi.org/10.1007/978-3-642-38925-2_1#Sec12
http://dx.doi.org/10.1007/978-3-642-38925-2_1#Sec13
http://dx.doi.org/10.1007/978-3-642-38925-2_1#Sec13
http://dx.doi.org/10.1007/978-3-642-38925-2_1#Bib1
http://dx.doi.org/10.1007/978-3-642-38925-2_2
http://dx.doi.org/10.1007/978-3-642-38925-2_2
http://dx.doi.org/10.1007/978-3-642-38925-2_2#Sec1
http://dx.doi.org/10.1007/978-3-642-38925-2_2#Sec1
http://dx.doi.org/10.1007/978-3-642-38925-2_2#Sec2
http://dx.doi.org/10.1007/978-3-642-38925-2_2#Sec2
http://dx.doi.org/10.1007/978-3-642-38925-2_2#Sec3
http://dx.doi.org/10.1007/978-3-642-38925-2_2#Sec3
http://dx.doi.org/10.1007/978-3-642-38925-2_2#Sec3
http://dx.doi.org/10.1007/978-3-642-38925-2_2#Sec4
http://dx.doi.org/10.1007/978-3-642-38925-2_2#Sec4
http://dx.doi.org/10.1007/978-3-642-38925-2_2#Sec4
http://dx.doi.org/10.1007/978-3-642-38925-2_2#Sec5
http://dx.doi.org/10.1007/978-3-642-38925-2_2#Sec5
http://dx.doi.org/10.1007/978-3-642-38925-2_2#Sec6
http://dx.doi.org/10.1007/978-3-642-38925-2_2#Sec6
http://dx.doi.org/10.1007/978-3-642-38925-2_2#Sec6

viii

2.3 Small Proportion of China’s Services Trade Deficit. . . ... ...
2.3.1 Growth of China’s Trade in Services. . ............
2.3.2  The Trade Competitiveness Index of China’s

Services Trade . .. ...... ... . ... . ... . .....

2.4 RMB’s Exchange Rate is Not the Key for China’s
Trade Surplus . . . ... ..
2.4.1 The Pressure of Appreciating RMB. .. ............
24.2 RMB’s Appreciation Cannot Solve the Problem

of Trade Imbalance . . .. ......................
AppendiX . . ... e
References . . ....... .. ... . ... .

3.1 Trade Deficit will Hinder China’s Development . . .........
3.1.1 Trade Deficit will Break the China’s
Industrializing Course . . .. ......... ... ........
3.1.2 Domestic Demand Cannnot Offset the Lack
of Foreign Demand . . .. ......................
3.2 “World Factory” Means Abundant Export . . .............
3.2.1 China Become “World Factory” by Attracting FDI . . . .
3.2.2 Abundant Export is Necessary
for the “World Factory” .. ....................
3.3 China’s Export is Pivotal to Chinese Economy,
Different From the U.S. . .. ... ... .. ... ... ... ....
3.3.1 The Importance of Foreign Trade to China is Different
fromthattothe US.. . ..... .. ... . ... .......
3.3.2 The Fundamental Differences Between
Chinaandthe US. ..........................
3.4 What the Plan to Double Exports of the U.S. Suggests?. . . . . .
3.4.1 The Five-year Plan to Double Exports of the U.S. ... ..
3.4.2 China Should Support Export as the US.. .. ... .....
References . . ....... ... . . . . .

4 To Reduce Trade Frictions
Encouraging Imports Instead of Reducing Exports. . . .. ... ..

4.1

4.2

4.1.1 Decreasing the Percentage of Trade Surplus to China’s

GDP is Important to Reduce Trade Frictions . . ... ...
4.1.2 Expanding Imports .. ............ .. ... ......
Encouraging Chinese Enterprises to Go Out (OFDI) . .......
4.2.1 Reducing Trade Frictions Through OFDI. . .. .......
422 Japan’s Experience .. ............ .. ... .. ...,
4.2.3 A Case of China’s Color TV Industry . . ...........

Contents

.30
.30

.32

. 34
.34

. 36
.37
.42

.43
.43

.43

.45
.48
48

.49

.51

.51

. 53
. 54
55
. 56
.57

.39
.59

.59
.60
.62
.62
. 64
. 65


http://dx.doi.org/10.1007/978-3-642-38925-2_2#Sec7
http://dx.doi.org/10.1007/978-3-642-38925-2_2#Sec7
http://dx.doi.org/10.1007/978-3-642-38925-2_2#Sec8
http://dx.doi.org/10.1007/978-3-642-38925-2_2#Sec8
http://dx.doi.org/10.1007/978-3-642-38925-2_2#Sec9
http://dx.doi.org/10.1007/978-3-642-38925-2_2#Sec9
http://dx.doi.org/10.1007/978-3-642-38925-2_2#Sec9
http://dx.doi.org/10.1007/978-3-642-38925-2_2#Sec10
http://dx.doi.org/10.1007/978-3-642-38925-2_2#Sec10
http://dx.doi.org/10.1007/978-3-642-38925-2_2#Sec10
http://dx.doi.org/10.1007/978-3-642-38925-2_2#Sec11
http://dx.doi.org/10.1007/978-3-642-38925-2_2#Sec11
http://dx.doi.org/10.1007/978-3-642-38925-2_2#Sec12
http://dx.doi.org/10.1007/978-3-642-38925-2_2#Sec12
http://dx.doi.org/10.1007/978-3-642-38925-2_2#Sec12
http://dx.doi.org/10.1007/978-3-642-38925-2_2#Sec13
http://dx.doi.org/10.1007/978-3-642-38925-2_2#Bib1
http://dx.doi.org/10.1007/978-3-642-38925-2_3
http://dx.doi.org/10.1007/978-3-642-38925-2_3
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec1
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec1
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec2
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec2
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec2
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec3
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec3
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec3
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec4
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec4
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec4
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec4
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec5
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec5
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec5
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec5
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec6
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec6
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec6
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec6
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec6
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec7
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec7
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec7
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec8
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec8
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec8
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec9
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec9
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec9
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec10
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec10
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec11
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec11
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec12
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Sec12
http://dx.doi.org/10.1007/978-3-642-38925-2_3#Bib1
http://dx.doi.org/10.1007/978-3-642-38925-2_4
http://dx.doi.org/10.1007/978-3-642-38925-2_4
http://dx.doi.org/10.1007/978-3-642-38925-2_4#Sec1
http://dx.doi.org/10.1007/978-3-642-38925-2_4#Sec1
http://dx.doi.org/10.1007/978-3-642-38925-2_4#Sec2
http://dx.doi.org/10.1007/978-3-642-38925-2_4#Sec2
http://dx.doi.org/10.1007/978-3-642-38925-2_4#Sec2
http://dx.doi.org/10.1007/978-3-642-38925-2_4#Sec3
http://dx.doi.org/10.1007/978-3-642-38925-2_4#Sec3
http://dx.doi.org/10.1007/978-3-642-38925-2_4#Sec4
http://dx.doi.org/10.1007/978-3-642-38925-2_4#Sec4
http://dx.doi.org/10.1007/978-3-642-38925-2_4#Sec5
http://dx.doi.org/10.1007/978-3-642-38925-2_4#Sec5
http://dx.doi.org/10.1007/978-3-642-38925-2_4#Sec6
http://dx.doi.org/10.1007/978-3-642-38925-2_4#Sec6
http://dx.doi.org/10.1007/978-3-642-38925-2_4#Sec7
http://dx.doi.org/10.1007/978-3-642-38925-2_4#Sec7

Contents

4.3 Encouraging the U.S. and EU to Export More High-Tech
Products to China . .. ...... ... .. .. .. .. .. .. . .. ...
4.3.1 The U.S. and EU’s Export Controls of High-Tech
Products Against China . . . ....... ... ... ... .....
4.3.2 Encouraging the U.S. and EU to Relax High-Tech
Products Export Controls Against China . ...........
4.4 To Export More High-Tech and High Value-Added Products. . .
4.4.1 Trade Disputes Occurred Mostly in Low-Tech,
Low Value-Added and Low-End Products . . .. .......
4.4.2 Increasing the Proportion of High-Tech and High
Value-Added Products in China’s Exports . . .. .......
APPendixX . . ...
References . . ... ...

5 The U.S. Trade Deficit with China: An Excuse . . ... ..........

5.1 China’s Exports are not the Primary Cause of the U.S.
Trade Deficit . ......... .. ... .. ... . ... .
5.1.1 The U.S. Trade Deficit is a Long-Term Problem . ... ..
5.1.2  China’s Trade Surplus Largely Reflects the Competitive
Advantage of the East Asian Countries . .. ..........
5.1.3 Several Factors Contributing to China’s Trade Surplus
with the US. andthe EU. . .....................
5.2 The U.S. Never Really Concerns About its Trade Deficit
Because of Dollar Hegemony . . .. .....................
5.2.1 The Triffin Dilemma Explains the Necessary
of the U.S. Trade Deficit. . .....................
5.2.2 The Benefits and Cost of Dollar Hegemony. ... ... ...
5.3 Reprehension of the U.S. to China will not Disappear Soon. . . .
5.3.1 TItis a Trap to Argue China’s Exports Lead
to Global Economic Imbalance. . . ................
5.3.2 China-U.S. Trade Friction is a Long-Term Subject. . . . .
AppendiX . . ...
References . .. ... ... . . . ..

Further Readings . .. .......... .. .. ... .. . . . . . . . ...

ix

67

67

70
72

72
74
74
75
77

71
77

79
81
82
82
84
87
87
88
89
94

95


http://dx.doi.org/10.1007/978-3-642-38925-2_4#Sec8
http://dx.doi.org/10.1007/978-3-642-38925-2_4#Sec8
http://dx.doi.org/10.1007/978-3-642-38925-2_4#Sec8
http://dx.doi.org/10.1007/978-3-642-38925-2_4#Sec9
http://dx.doi.org/10.1007/978-3-642-38925-2_4#Sec9
http://dx.doi.org/10.1007/978-3-642-38925-2_4#Sec9
http://dx.doi.org/10.1007/978-3-642-38925-2_4#Sec10
http://dx.doi.org/10.1007/978-3-642-38925-2_4#Sec10
http://dx.doi.org/10.1007/978-3-642-38925-2_4#Sec10
http://dx.doi.org/10.1007/978-3-642-38925-2_4#Sec11
http://dx.doi.org/10.1007/978-3-642-38925-2_4#Sec11
http://dx.doi.org/10.1007/978-3-642-38925-2_4#Sec12
http://dx.doi.org/10.1007/978-3-642-38925-2_4#Sec12
http://dx.doi.org/10.1007/978-3-642-38925-2_4#Sec12
http://dx.doi.org/10.1007/978-3-642-38925-2_4#Sec13
http://dx.doi.org/10.1007/978-3-642-38925-2_4#Sec13
http://dx.doi.org/10.1007/978-3-642-38925-2_4#Sec13
http://dx.doi.org/10.1007/978-3-642-38925-2_4#Sec100
http://dx.doi.org/10.1007/978-3-642-38925-2_4#Bib1
http://dx.doi.org/10.1007/978-3-642-38925-2_5
http://dx.doi.org/10.1007/978-3-642-38925-2_5
http://dx.doi.org/10.1007/978-3-642-38925-2_5#Sec1
http://dx.doi.org/10.1007/978-3-642-38925-2_5#Sec1
http://dx.doi.org/10.1007/978-3-642-38925-2_5#Sec1
http://dx.doi.org/10.1007/978-3-642-38925-2_5#Sec2
http://dx.doi.org/10.1007/978-3-642-38925-2_5#Sec2
http://dx.doi.org/10.1007/978-3-642-38925-2_5#Sec3
http://dx.doi.org/10.1007/978-3-642-38925-2_5#Sec3
http://dx.doi.org/10.1007/978-3-642-38925-2_5#Sec3
http://dx.doi.org/10.1007/978-3-642-38925-2_5#Sec4
http://dx.doi.org/10.1007/978-3-642-38925-2_5#Sec4
http://dx.doi.org/10.1007/978-3-642-38925-2_5#Sec4
http://dx.doi.org/10.1007/978-3-642-38925-2_5#Sec5
http://dx.doi.org/10.1007/978-3-642-38925-2_5#Sec5
http://dx.doi.org/10.1007/978-3-642-38925-2_5#Sec5
http://dx.doi.org/10.1007/978-3-642-38925-2_5#Sec6
http://dx.doi.org/10.1007/978-3-642-38925-2_5#Sec6
http://dx.doi.org/10.1007/978-3-642-38925-2_5#Sec6
http://dx.doi.org/10.1007/978-3-642-38925-2_5#Sec7
http://dx.doi.org/10.1007/978-3-642-38925-2_5#Sec7
http://dx.doi.org/10.1007/978-3-642-38925-2_5#Sec8
http://dx.doi.org/10.1007/978-3-642-38925-2_5#Sec8
http://dx.doi.org/10.1007/978-3-642-38925-2_5#Sec9
http://dx.doi.org/10.1007/978-3-642-38925-2_5#Sec9
http://dx.doi.org/10.1007/978-3-642-38925-2_5#Sec9
http://dx.doi.org/10.1007/978-3-642-38925-2_5#Sec10
http://dx.doi.org/10.1007/978-3-642-38925-2_5#Sec10
http://dx.doi.org/10.1007/978-3-642-38925-2_5#Sec11
http://dx.doi.org/10.1007/978-3-642-38925-2_5#Bib1

