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© | Parkale Mills in North Carolina (in the United States) s

one of the arget textle manufscturers nthe worl. s chief
exceutiv is wored that tough compeition from China
will get far wors aftr quotas on Chinse textiles (cotton
trousers. gof shis, baby socks and mre than 30 more
products) are removed under a World Trade Organizaton
(WTO) agreement.
© | Some years carler, when similar import barriers were
temporarly removed, Chinese products had flooded the
market, and impors of Chinese trousers alone incressed
by over 1500%. Price of the imported products fel, and
about 55000 jobs in the Unied States were lost. At that
time. to put an end to the job losses the US govemment
temporarly re-imposed the quotas that are now o be
lifted. This time, WTO rules do not penmi new quotas to
be appled again.
© | Purkisle Mills was among those frms that survived the
increased competiion from the flood of imports, nd still
makes yam and sewing thread used in Central American
countries tha produce clothing products sold o the United
States. There are now feas that  flood of Chinese products
that do not make use of US-produced yams and threads
willerously affect the US and Cental American industy.
© | US textle manufucturers say they have leamed o
compete sgainst the products of low-wage countries

ng quotas on United States textiles

like China. However, they accuse China of dumping its
textiles in intemational markets, claiming that subsidies
ranted by the Chinese government on texiles allow
China to sell some finished products at lower prices than
the cost of producing just the yam and threads in the
United States.

The US goverment has opened a case with the WTO,
intended to stop what are claimed to be Chinese unfair
trade practices. If the WTO determines that China s
practising dumping. China could face penalties such as
anti-dumping tariffs

Yet an official of the US International Trade
Administration claims that China is not even exporting all
the products it is permitted to export 1o the United States.
under WTO rules. Even with reductions in US quotas,
Chinese products still face an average tarif rate of 17%.
Lifting the quotas is likely to result in lower prices for
US consumers. He notes that Americans beneft from
the trade relationship between the US and China. Just as
American consumers want o buy Chinese products, so
Chinese consumers want US products. China is a growing.
‘market for US exports

Source: Adspted from Expiring quotas hresten tesiles in the
Charlotte Observer, 29 December 2008.

Question A.1
(@) () Define the term dumping identified in bold
in the text (paragraph 4) [2 marks]
(i) Define the term subsidies identified in bold in
the text (paragraph 4) [2 marks]
() Draw a diagram and use it to explain how the
removal of the US quotas on Chinese textiles will
affect Chinese exports to the US. (4 marks]
(© Draw a diagram and use it to explain the effects of
the remaining US tariffs on Chinese products on US
producers, consumers and workers (paragraph 6).
(4 marks]
(@ Using information in the text and your knowledge
of economics, discuss the benefits that might arise
from free-trade between the United States and
China. 18 marks]

Question A.2
(@) () Define the term quotas identified in bold in
the text (paragraph 2). [2 marks]
() Define the term anti-dumping
tariffs identified in bold in the text
(paragraph 5). [2 marks]
() Using an appropriate diagram, explain the effects
of subsidies granted to Chinese textiles on Chinese
producers and consumers (paragraph 4).
[4 marks]
(© (higher level) Explain why the theory of
comparative advantage is a more powerful
explanation of the benefits of trade than the
theory of absolute advantage. [4 marks]




