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INTRODUCTION
From the perspective of economists, globalization is an optimization process of resource allocation beyond boundaries of nation-states. Driven by the market forces, multi-national corporations regulate their production, so as to have their products be manufactured in various places allover the world where comparative advantages are available for the production. The activities of MNCs is aimed to minimize the costs and maximize the profits. Globalization greatly increases flows of productive factors among nation-states, which is reflected by the expansion of international trade in general, and that of processed products or semi-manufactured goods in particular. Another consequence of globalization is great leap of international capital flows. Globalization is characterized by higher growth of global trade than that of global GDP, and even higher growth of global capital flows than that of global trade. Developed IT technology and liberalizations of investment and trade provide preconditions for the contemporary globalization.

Globalization extends the optimization of resources allocation from single economies to the whole world, markedly raising the economic efficiency within the world. FDI brings about more profits to FDI exporting countries while more employment chances to FDI importing ones. All in all, globalization brings about significant benefits to all economies involved and raises the interdependency between them. Through globalization industrialized economies can make the best use of cheaper workforces, more natural resources, and enjoy larger markets, while developing economies obtain funds, technology and advanced management skills required for their development, as well as opportunities of employment and trade.

Globalization is a double-edged sword, however. Despite the positive results mentioned above, globalization also leads to some negative subsequences. Firstly, with the liberalization of trade and investment, activities of MNCs, which are driven by the market forces, have been, to some extent, beyond the manageable extent of the national governments. Modern IT technology represented by internet highly raises the speed of capital flows internationally. A sum of funds as huge as billions of dollars can transfer from the western hemisphere to eastern hemisphere in few minutes, vice versa. This, coupled with financial speculations, arouses shuttle of a couple of trillion USD throughout the world per day. This magnifies risks over the world economy, while exploring the comparative advantages in various countries. Some failure in decision-making in individual countries or localities may give rise to a financial crisis and fast spread uncontrollably to other economies or the whole region, and even impacts negatively the whole world, as exemplified by the financial crisis in Asia around 1998.

Secondly, countries allover the world involve in globalization in different depths, as a result, the benefits they share from the process differ one from another. The top 500 giants play the leading role in globalization, therefore this process is largely a movement between the triad. North America, West Europe and Japan are the biggest gainers. Other industrialized countries second to them, while most developing countries gain relatively less. Some poorest countries are partly or completely marginalized.

Thirdly, as the marketization throughout the world, globalization would create various disparities. Nowadays, not only WTO ministerial meetings, but also G-8 and EU Summits would come up against large-scaled demonstrations and protests by opponents of globalization. The demonstrators come from both industrialized and developing countries. The former oppose globalization for loss of their jobs, because the process tends to bring about capital outflows from higher income economies to lower income ones (and labour force tends to flow from lower income to higher income economies in the case of the EU in the meantime, which is one of the reasons why the first EU constitution treaty was rejected). The latter accuse globalization of worsening the environment and depleting natural resources of their countries. And, they complain that the lion share of benefits brought about by globalization go to industrialized countries, with themselves being exploited.  

CHINA IN GLOBALISATION
It should be noted that quite a number of developing economies, especially those are taking off, significantly benefit from this process. American corporations take up a lion share in number among the top 500, European and Japanese ones second to them. Some Chinese corporations were once insignificantly found in the list, but its mere share in the list declined in recent years. Due to its abundant human resource and huge markets, however, China becomes a major destination of FDI and an important market for MNCs. In this sense, China is also an actor in globalization, but it is just a passive one. Nevertheless, the benefits gained from and contributions made to globalization by China are still significant.

Since the economic reform and opening which started in 1978, China strengthened its connection with the rest of the world, which firstly reflected in the growth pace of its foreign trade. In 1978, China’s total foreign trade flows registered only US$20.64 billion, which included US$10.89 billion of import and US$9.75 billion of export, with 
US$1.14 billion deficit. In 2005, however, the total foreign trade value of China reached US$1422.12 billion, with an export flow of US$762.0 billion and import flow of US$660.12 billion, and registered a surplus of US$101.9 billion.

Figure 1  Growth of China’s Foreign Trade (1978-2005)
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Source: developed based on data from the Ministry of Commerce of PRC (MOFTEC).
In 2005, China’s export, import, and total foreign trade values both ranked the 3rd in the world, remaining the slot in 2004. The shares of it in the world’s totals, however, rose from 6.5 percent to 7.3 percent for export and from 5.9 percent to 6.1 percent for import in the same period.

The export of service trade of China registered US$81.2 billion in 2005, ranking the 8th in the world, and import of service trade reached US$85.3 billion in the same year, ranking the 7th in the world, both having climbed over one slot compared with the previous year. China’s export of service trade takes up 3.4 percent and import of service trade 3.6 percent of the world’s totals, with a deficit of US$4.1 billion.

Figure 2  Share of Export of China in Leading Economies
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Source: developed based on WTO website.
Figure 3 Share of Import of China in Leading Economies
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Source: developed based on WTO website.

China’s trade of goods has grown at a fast rate in general since 1978, but relatively fluctuant from year to year. The annual growth rate exceeded 30 percent in 1978, 1979 and 2000, while registered minus rates in 1982 and 1998. Nevertheless, the average rate in the period from 1978 to 2005 exceeds 20 percent.

The depth of China’s involvement in globalization is also reflected in FDI scale it absorbs. From the early 1980s till the end of November 2005, Chinese Government approved the establishment of 548620 foreign funded enterprises altogether, with US$1263.82 of contracted investment, of which US$615.23 billion have been used. China is the largest destination of FDI other than the United States in the world, and the largest destination of FDI in the developing world. In 2004, China made use of US$60.63 billion, which took up 10 percent of the total FDI made throughout the world in that year. 

With the advantages in advanced technology and management, as well as close connection with the world market, foreign funded enterprises play the role of leading exporters and foreign exchange makers. In 2004, foreign-funded enterprises produced 40.9 percent of the total export value of China, making a substantial contribution to the integration of China into the world economy.

Since it carried out the reform and openness in 1979, China’s economy has gained a big impetus. The market-oriented reform activated the economy by getting rid of the defects of planned economy. This process was experimental and went through more than a decade before its goal model was finalized. The reform, coupled with the opening, brings about a high economic growth in the country. Since the early 1980s, China’s economy has grown at an average rate of 9.2 percent annually in real terms. 

Table 1  Top Ten Economies in the World                          (Bn. USD)

	1970
	1980
	1990
	2000
	2003

	Rank
	Country & GDP
	Rank
	Country & GDP
	Rank
	Country & GDP
	Rank
	Country & GDP
	Rank
	Country & GDP

	1
	USA

1025.5
	1
	USA

2795.6
	1
	USA

5803.3
	1
	USA

9824.7
	1
	USA

10857.2

	2
	Japan

206.8
	2
	Japan

1027.9
	2
	Japan

3052.2
	2
	Japan

4766.1
	2
	Japan

4290.7

	3
	W.Germany

203.7
	3
	w.Germany

826.1
	3
	Germany

1547.0
	3
	Germany

1875.2
	3
	Germany

2386.2

	4
	France

147.0
	4
	France

682.4
	4
	France

1219.8
	4
	UK

1440.9
	4
	UK

1775.0

	5
	UK

123.6
	5
	UK

536.7
	5
	Italy

1104.5
	5
	France

1313.3
	5
	France

1731.6

	6
	Italy

107.7
	6
	Italy

454.6
	6
	UK

994.6
	6
	China

1080.8
	6
	Italy

1455.4

	7
	Canada

85.1
	7
	China

301.5
	7
	Canada

582.7
	7
	Italy

1077.6
	7
	China

1372.0

	8
	Australia

42.9
	8
	Canada

268.9
	8
	Spain

511.5
	8
	Canada

724.2
	8
	Canada

850.5

	9
	Mexico

39.6
	9
	Spain

221.8
	9
	Brazil

465.0
	9
	Brazil

599.8
	9
	Spain

827.1

	13
	China

27.2
	10
	Argentina

209.0
	10
	China

387.8
	10
	Mexico

581.4
	10
	Mexico

611.6


Note: The USSR excl.  At current exchange rates.

Source: OECD statistics.

The table 1 reflects the changes of China’s rank among the leading economies in the world by 2003. In 2005 China’s economic growth rate reached 9.9 percent, with a total GDP of US$2225.7 billion.
 The exact rank of China in the world in terms of GDP of that year is not yet clear, as the statistics of Germany, France and UK of 2005 were not available by the time this paper was drafted. It is believed that China has been the fifth largest economy in the world, having surpassed France and Italy. And, it is expected to surpass UK in 2006, if it turns out still lagging behind that economy in 2005. The share of China in total GDP of the world should be 4 or 5 percent now.

In the late 1970s when the reform and openness policies just began, the Chinese Government vowed to double the per capita income of its people, to US$800, before the new century. This target was achieved ahead of schedule in 1997. Since the reform and opening, the living standard of Chinese people has drastically changed. Let me to illustrate the changes with the number of cars in use in the country, rather than boring tables. 

In the early years of the reform, TV sets and refrigerators were once luxury goods, and there were hardly private cars in China. Nowadays, automobiles in use in the country have hit 34 million in number and continually increase at a rate of 5.75 million each year in the country. Of the total number, 14 million are cars privately owned. The 1990s is the period when the number of China’s automobiles boosted the fastest. For example, there were merely 300 thousand automobiles registered in Beijing in 1993. By the end of 2005, however, the figure has reached 3 million. A half of them are privately owned. 

PROSPECT OF CHINA’S ECONOMY
In the past quarter of century, China economy led the world in terms of growth rate, gave rise to a miracle of long-term growth. Since the “miracle” of high-rate economic growths in Japan and Korea maintained for just about 25 years, quite a number of international observers predicted that the growth of China would slow down in the first decade of the 21st century. 

Most Chinese economists hold a different approach. The performance of China’s economy shows that the on-going growth momentum is still strong, and this trend is believed to persist for another quarter of century. I personally have two arguments.

Firstly, the growth in China is an extensive one so far, which is characterized by increase of products’ quantity. This is a typical feature of developing economies. On the contrary, growths in industrialize economies are normally intensive ones, which are characterized by enhancement in qualities of products and service. China’s economic size expands rapidly in total value terms indeed, but, due to its huge population, a quite large portion of its people are not able yet to enjoy modern life style.

Again, let’s take the figure of automobiles in use for example. China’s automobiles boost rapidly in total number terms, but in per capita terms the figure is totally different. Say, there are 55 automobiles per one hundred people in the United States, 54 in Germany, and 12 even in the South Africa, while in China, this figure is only 0.8 by now. 
This suggests that in the coming quarter of century China’s growth will largely aim to meet the needs of the population for basic necessities. The huge potential demands in home market will underpin a long-term growth in the country.
Secondly, the economic disparity geographically is still highly visible, with east coastal and central regions relatively developed and west regions backward economically. For example, for some years Guangdong Province alone produced 40 percent of China’s export while some west province or autonomous regions made little contribution to that of the country. The geographically economic disparity allows a big roomage for continual high-speed growth for the country in the future.

For the above reasons, China’s economy is expected to continue its growth at a rate above 7 percent for another quarter of century. 
In this moment, China is still a poor country, with a per capita GDP of mere US$1700, lower than that of more than 100 countries in the world. There are still 23 million people living below the poverty line in the country.
 If in the light of the international standard, people live on less than US$2 may exceed 100 million. To have China catch up with advanced industrialized countries in terms of people’s living standard needs at least four decades. 
CHINA AND LEADING TRADING PARTNERS
Globalization reinforces the integration of China into world economy, tightening the ties of China with the rest of the world, among which those with leading economic bodies, such as the European Union, the United States, Japan and Hong Kong, as well as ASEAN, are particularly prominent. The bilateral trade flows of China with the EU, USA and Japan combined account for 45 percent of China’s total foreign trade value. 

Since 2003, the EU has become the first largest trading partner, while China becomes the second largest trading partner of the EU. The bilateral trade flows takes up 15 percent of China’s totals, and 5 percent of the EU’s external trade. And, to make the EU become the top trading partner is one of goals of the comprehensive strategic partnership between the two bodies. The two parties all benefit greatly from the deepening of the bilateral partnership.

The United States is the second largest trading partner of China, while China is the third largest trading partner of the power. The bilateral trade value accounts for about 15 percent of China’s total and about 5 percent of the US’s total.

Table 2  Top Ten Trading Partners of China (2004)

	Rank
	Country (Region)
	Bilateral trade flows (Bn. USD)
	Change relatively to last year (%)
	Percentage in China’s foreign trade Value

	
	World
	1154.79
	35.7
	100.0

	1
	EU
	177.29
	33.6
	15.4

	2
	USA
	169.63
	34.3
	14.7

	3
	Japan
	167.89
	25.7
	14.5

	4
	Hong Kong (China)
	112.68
	28.9
	9.8

	5
	ASEAN
	105.88
	35.2
	9.2

	6
	Korea
	90.07
	42.5
	7.8

	7
	Taiwan (China)
	78.32
	34.2
	6.8

	8
	Russia
	21.23
	34.7
	1.8

	9
	Australia
	20.39
	50.3
	1.8

	10
	Canada
	15.52
	55.1
	1.3


Source: MOFTEC statistics.

Since 2001, China has become a member of WTO. For the WTO entry, China carried out fifteen-year tough negotiations with its leading trading partners. This is also a process that China made efforts to fulfill the requirements of WTO membership and to adapt itself to the global trade system. Since 2001, China has amended 2500 laws or regulations, abolished some 800 laws, to accord the practice within WTO. In addition, it substantially readjusted its policies in tariff, financial service, and government procurement. 

From early 2001 to 2005, the import tariffs were cut to an average of 9.4 percent from 15.3 percent for general goods, while that for IT products, including computers and telecommunications gear, has fallen to zero from 13.3 percent. In the meantime, the import tariffs for farm products were decreased to 15.3 percent from 54 percent during the same period of time, and are to continually decline to 15.2 percent in 2006.
 Such a sharp reduction in import tariff of farm products is without precedent in WTO history. It is extra-significant since the average import tariff of farm products globally is still as high as 62 percent now. Although agriculture produces only 15 percent of the GDP, it employs 65 percent of the workforce in the country. 

China promised to open its financial markets and grant national treatment to foreign banks in 5 years after its entry in WTO. It is actively fulfilling this promise. Since December 2004, foreign banks have been in a position to run Chinese currency operation in 18 Chinese cities.

China took part in talks on joining the WTO Government Procurement Agreement in the second half of 2005. When the agreement is fully reached, it will grant foreign companies with nondiscriminatory access to government purchases. 

TRADE DISPUTES 
Globalization is a deepening process of international division of labour. It necessarily requires readjustment of economic structures in countries involved. In a certain period and to some extent, the changes would give rise to huge crashes and even pains to the societies concerned. The pains are also reflected by rapidly increasing disputes between trading partners. This is because the expansion of trade flows increases the probability  of friction in interests between trading partners. It is understandable that national governments are under an obligation to make every effort to minimize negative effects to their populations brought about by the frictions.

The integration of China into the global economy characterized by the accession of it into WTO forces the country to readjust itself and change its own social and economic models, and in the meantime it also impacts on the rest of the world, including pushing readjustment of the economic structures and social models in the EU and USA.

The tough negotiations on China’s WTO accession as long as 15 years suggest that both China and its counterparts fully foresee the possible crashes of the event on them. At certain stages of the WTO entry negotiations, a major sticking point was China’s insistence that it should be treated as a developing country. Prior to the Uruguay Round, this status was meaningful. The then trade rules permitted “special and differential treatment” for developing countries, although the Uruguay Round reduced most differential treatment to the timing of implementation of obligations afterward. In the context of accession to the WTO, China was forced to agree to shorter phase-in periods and lower caps on certain exports than those granted to many other low-income countries. 

On the opposite side, industrialized countries foresaw that while opening a larger market for their products, China’s WTO entry would arouse import surges of cheaper China-made goods, thus squeezing their own labour-intensive sectors. As a result, they impose “safeguards” ---- temporary import restraints in response to import surges from China. The working group on WTO accession reached a compromise with China establishing some criteria for safeguards over the next 15 years. In addition, China had to compromise to agree itself to be excluded away from “Market Economy Status” in 15 years. This compromise later on proves to make itself very vulnerable in the face of anti-dumping charges by USA and the EU.  

In June 2005, China reached an agreement with the EU in settling disputes over China-made textiles surge, under which the EU permitted imports of textiles from China to boost at annual rates it had not wished to see while China accepted a temporary cap on textile imports, or in other words, agreed to postpone for three years to enjoy the era of the integration of the global textile trade. This was a win-win solution. It demonstrated that the each of the two partners was willing to consider the difficulties of the other side. A similar compromise was also concluded between China and USA in November 2005.

This year, a new trade dispute over China-made shoes breaks out between China and the European Union. We should not be surprised. Increasing trade disputes mirror the deepening of relationships of bilateral trade and interdependency. The dispute over shoes may probably soon be followed by those over steel, cars, or some products else. We should take this phenomenon for granted, and settle such disputes with more positive attitude. That is, to readjust our own industrial structures, to meet the needs of international division of labour. 

Both Europe and USA have deficits in their bilateral trade with China. Although their trade deficits with China exceed US$100 billion each, the general trade surplus of China registers US$101.88 billion, which is a remainder through reduction by deficits of China in its trade with Japan, Korea, Russia and ASEAN. The causes of the trade deficits of EU and USA with China are complicated. One of the major causes is that the saving rate of Chinese is much higher than those of Europeans and Americans. The market-oriented reform in China largely unloads the responsibilities of the state for the people which it undertook under the planned economy system. Say, the state reformed the systems of housing and medical care for employees in public sectors. It replaced the free housing with limited subsidy and tried to commercialise the medical care. The system of free higher education is abandoned. The largely disappearing of state-owned enterprises made thousands and hundreds of their workers losing their pensions. All these reforms force people to save money, so as to make up the absence, with their own bank deposits, of the benefits provided by the state under the planned economy. The bank saving of residents in China is close to the annual GDP of this country in amount. 

Faced with critique of unfair trade practice, Chinese Government tries its best to minimize the trade imbalance by pushing large-scale purchases from USA and the EU. Since 2005, for example, China has signed three commercial agreements with the Boeing company, purchasing altogether 210 Boeing 737 airplanes. In April this year, prior to the Sino-USA Summit, a delegation led by Vice Premier Ms. Wu Yi signed purchasing contracts totaling US$16.2 billion in value, including 80 Boeing airplanes and software worth US$1.7 billion. Since 1990s, Chinese government also initiated a series of similar large-scaled purchasing activities in Europe, to reduce the imbalance in the bilateral trade. 
 With the efforts to expand the imports from the EU and USA, the trade surplus in 2006 is expected to decline to within US$50 billion. 

Underestimation of RMB currency is another issue complained frequently by Americans and Europeans. Americans and Europeans severely criticize the non-marketization of RMB exchange rate, attributing their trade imbalance with China to it. In 1998, however, the inconvertibility of RMB, the Chinese currency, was highly hailed by the countries, for it prevented from spread of the financial crisis in Asia. During the crisis, China insisted not to depreciate its currency, minimizing the harms of the Asian financial crisis to American and European economies at its own expense. As known to all, China is reforming its exchange rate system, increasingly making its currency fully convertible. But, this process is gradual, rather than radical. China faces challenges in globalization which are similar to those faced by every other developing country, therefore it has to step ahead in a way of gradualism. 

As China is a large country both in terms of population, territory area and number of enterprises, IPR protection is a tough task there. Many periodic campaigns have been conducted since 2001. Fines on enterprises that violated IPR laws totaled more than US$1 billion. These cases involved industrial sectors as films, coloured TV, motorcycles, digital cameras, MP3 chips, autos and telecommunication equipment. On 26th April 2006, the Chinese government unveiled a new action plan to combat intellectual property rights violations. This two-year plan will add more muscle to existing regulations and tackle the issue right down to the street level. 

GLOBALIZATION AND IMPACT ON SOCIAL MODELS 

Globalization brings about not only opportunity, but also challenges to its participants. Globalization deepens international division of labour, which requires readjustment of economic structure in all countries involved. The readjustment of economic structure implies that in an individual country some sectors decline while other sectors grow. As a result, a great deal of workforce has to shift out of their original sectors and enter in other sectors through retraining. This process may be tough, and even painful, accompanying some social turbulence. The economy, however, will become more effective and more competitive. National governments should make responses to have the social models adapt to the changes. 

In 2004, Washington complained that Chinese textiles had deprived 60 thousand American workers of their jobs. In 2005, Chinese textiles were charged with threatening livelihood of one million European workers. In 2006, the European Union takes sanctions on Vietnamese and Chinese shoes, as they also hurt shoes makers in its Member States. 
The sanctions were proposed mainly by south Member States, while UK, Germany, Denmark, Sweden and the Netherlands are not much in favour of them. They hold that the measures go against the principle of trade liberalisation. Considering that the Uruguay Round made an arrangement to end the global textile quota system on January 1 2005, these countries completed the readjustment of their industrial structures in past ten years, raising the capital-intensiveness in their sectors concerned to avoid crashes by labour-intensive products from developing economies including China, because they predicted that China, as well as other developing countries, had comparative advantage in these sectors. They made the best use of the transitional period of ten years arranged by WTO. From a long term perspective, economies in south Europe will early or late do so as well. It is globalization that forces them to speed up the pace. 

The process of China’s involvement in globalization also impacts on its own economic structure and, as a result, changes its social model. In order to fulfill its commitment for WTO accession, China’s sharp cut of its import tariff on farm products from 54 percent to 15.2 percent, allowing import surges of farm products from USA and Europe. It further intensifies the excessiveness of labour force in rural China. It is assessed that the excessive rural labour force has reached 100 to 120 million in the country. By 2020, 300 million rural residents will shift into urban area, seeking their new livelihood. This process is a tough and painful. China does not attribute it to import surges of farm products from America and Europe. This change will early or late happen, anyway. Globalization merely accelerates the pace of urbanization in China. 
CONCLUSION

Globalization brings about benefits to all participating economies, though benefits each of them enjoys differ one from another. In the meantime, negative results of it also visible. China is also an actor in globalization and, as a populous country, it plays an increasing role in the process. 
The core of the trade disputes is an issue of employment. Globalization deepens the international division of labour, which is a process of trade in jobs between participants. Say, the EU and USA enjoy comparative advantage in financial service, high-tech and agriculture, while China enjoys that in textile sector. With this context, China trades its jobs in financial service and agriculture for jobs in textile sector with the EU and USA.

Each country has its tasks to respond to the changes in the context of globalization. China needs to pay more attention to exploitation of its home market by encouraging consumption, so as to lower its dependence on the international markets. Industrialised economies may need to adjust their industrial structure to adapt to new international division of labour in the context of globalization.
As a developing country, China faces a lot of problems in its development, of which employment is particularly acute. There is a workforce population of 744 million in China this moment. In the next decade, China will have to create 300 million new jobs to absorb population shifted out of farming sector, laid off from closed state-owned enterprises, and graduated from schools. As a result, the economic rise of China should not be overestimated yet. 
Globalization requires adjustment of economic and social models in all participants. This is a long-term and continual process. All participants should adapt themselves to this process.
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