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China’s Foreign Trade Imbalance. Structure Features
Mechanisms and Policy Implications

YANG Chao

( National Institute of International Strategy Chinese Academy of Social Sciences Beijing 100007 China)

Abstract: This paper attempts to analyze structure features and mechanisms of Chinas foreign trade imbalance and
concludes some policy implications. The findings are as the following: The size of the China’s trade imbalance is not high compared
to other emerging economies but China is running large trade surplus with E. U. and U. S. and large trade deficit with Japan and
South Korea; China’s trade imbalance is driven by unbalanced trade of major trading provinces; Industries with large percentage of
processing trade can lead to trade imbalances. The policy implications are: As China’s inward foreign investment become more
domestic market-driven the size of China’s trade imbalance will be reduced dramatically; The unsymmetrical Sino-US and Sino£U
investment relations is an important reason for bilateral trade imbalance so a more balanced investment relations is an important
channel to alleviate trade imbalance. Therefore future trade negotiations should be focusing more on demanding market access in

EU and US markets.

Key Words: foreign trade imbalance; structure features; mechanism; policy implications
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