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Introduction

As a reault of the aggressve economic reforms for the market economy and the
open-door policy promoted under the strong leadership of Deng Xiaoping since 1978, China
has achieved drastic economic growth over 18 years (The Economic Planning Agency, 1995;
1996). The high economic growth has been supported by policies to introduce foreign
investment. However, the Chinese government recently has been plagued with a number of
economic difficulties caused by digtortions resulting from the rgpid economic growth.
Seeking for solutions, the government darted tightening its grip on macro economy by
implementing the economic reforms and policies (Aoki and Umada, 1995). Given this
Stuation, China's open-door policy for foreign investment and trade faced a turning point. In
other words, a higtoric role of its policy in the Deng Xiaoping era has come into a
trangition'(Tabata, 1995).

The purpose of this paper is to give consderations to the following:



1) China's Objectives of its APEC Policy --the preparation for the accession o WTO
membership--;
2) Chinas recent efforts for liberdization of trade and investment in APEC;
3) Concern over the possible set-back of China's accesson to the WTO and the influence
towards the Chinas APEC poalicy;
4) Japan's role and attitude towards China's APEC policy.
Findly, as a concluson, this paper will discuss Chinds accesson to the WTO through

APEC, an important process of involving Chinain the international economic system.

The Objectives of China’s APEC Palicy

--the preparation for the accesson to WTO member ship--

There are two objectives for China with regard to APEC policy. One isthe promotion
of economic reforms to encourage a market economy and economic growth in China, while
the other is the preparation for the accesson to WTO membership through the training and
experience that are to be had as aresult of involvement in APEC.

The most important one is to obtain membership of the WTO at an early stage. The
Chinese government has been seeking for long ime to obtain membership of the WTO, the
following reasons given:

1) to expand internationd trade by acquiring the status of a most favored nation (MFN);

2) to secure the accesson to internationad organizations conddered comparable to
Chinas political and economic statusin the world;

3) to promote domestic economic reforms, to open the domestic markets, and to shift to a
market economy;

4) to remove the concern over argument in the United States Congress each year about
the renewd of Chinas MFN datus, and to strengthen China's standing in the United
States.

The basic palicy of the United States on Chinds accesson to WTO membership was "the

! Deng Xiaoping died at Beijing in February 1997.



United States supports Chinas membership of the WTO on condition that it meets dl
commercially ressonable terms’ (1993 Sino-U.S. summit & APEC meeting in Segitle). The
commercialy reasonable terms pointed out by the United States are basic rules of the WTO
such as "equd trestment for domestic and foreign products'. For example, indiscriminate
standards, the gpprova for imported goods, and the nationa treatment of foreign companies
operating in China. But, the United States and the WTO have estimated that Chinds efforts
for various economic reforms were ill not sufficient to meet the conditions for the
membership because of:
1) discrimination on criteria of standard and approva for foreign and domestic goods;
2) discrimination againg foreign companies on foreign trade right;
3) protective measures againg foreign investments for a part of industries in China;?
4) import quotas for agricultura products;
5) Chinds request to attain the comprehensive treatment of the WTO specidly designed
for developing countries®
China has been ddled to obtain the membership of the WTO, but China has been
working on reforms step by step and has implemented severa measures to open its trade.
Specificaly, as promised by China in the 1994 Bogor Declaration of APEC, Chinds Initia
Individua Actions a the Osaka Mesting in 1995, Chinas Individua Action Plan (IAP) at the
ManilaMesting in 1996 (refer to table-2, 3).
1) average import duties of 4994 items were reduced from 36% to 23% in 1996, the
sample average levd of tariffs will be reduced to around 15% by the year 2000;
2) import quotas for 176 items and other types of nontariff barriers were removed
and the Chinese government amended intellectua property rights laws, and enacted the
anti-monopoly law until 1996.

2 According to “Interim Provisions on Guiding Foreign Investment Direction” and “Catalogue for the
Guidance of Foreign Investment Industries’ in 1995, there are three industrial categories for foreign
investment in China; encouraged, limited and prohibited. Foreign companies are not allowed to
establish “foreign enterprises’ (100 owned by foreign capitals) in “limited” industries, such as
automobiles and el ectric appliances.

% Special and differential treatments of developing country members, such as the transition period for
liberalization of trade and investment, are allowed by the WTO. Refer to Article 12 of Agreement on
Technical Barriers to Trade in Marrakesh Agreement Establishing the WTO.



Furthermore, due to the progress in a series of economic reforms gtarted in 1994, China
has been showing improvements in some aress; the provison of nationd trestment to foreign
companies, the opening of financid markets, and the consolidation of environment for
intellectua property rights, though there remain some gaps in progress in different aress.
When physicad problems such as the huge bureaucracy, shortage of human resources, the
political and economic trangtion phase in China-currently more interested in protecting for
domestic industry than opening its economy- and so on, are taken into congderation, at least it
should be appreciated that Chinds consigtent efforts for trade and investment liberdization in
APEC.

APEC is very important for China because it gives China an opportunity to display its
efforts for liberdizetion of trade and investment within its framework, and demondrate the
progress made in its endeavors to satisfy the conditions for WTO membership. In other
words, APEC is a place of the training and building up actud results for China.  APEC's
goproach of "cooperative and voluntary liberdization” is aso compatible with the current

economic Stuation in Chinathat is facing various problems (Takoh, 1997).

. China's Recent Effortsfor the Liberalization of Trade and I nvestment in APEC

Chinas recent efforts for liberdization of trade and invesment in APEC were gradudly
done, as China promised in the 1994 Bogor Declaration of APEC, Chinds Initid Individud
Actions at the 1995 Osaka Meseting, and Chinds Individuad Action Plan (IAP) at the 1996
ManilaMesting.

Then, this chapter will verify Chinas recent efforts and objectives in the short, mid,
long-term for liberdization of trade and investment at 11 main sectors, such as tariffs, non-tariff
measures, services, investment, standards and conformance, customs procedure, intellectual

property rights, competition policy, deregulation, rules of origin, and dispute mediation.

(2) Tariffs



A. Recent Efforts

The Chinese Customs for import and export commodities are compiled on the basis of the
terms of the Customs Cooperation Council (CCC) and the Harmonized Tariff System. In
1995, 6,350 taiff items are included, with a smple average taiff rate of 35.9%. In
conformity with the commitments made by the Government of China a the APEC Oszka
mesting, China has lowered its tariff rate for over 4,900 items starting from April 1,1996 asits
down payment for the APEC trade liberdization. Chinds smple average taiff rate was
reduced from 35.9% to 23%.
B. Objectives

By 2000, the level of ample average tariff rate will be reduced from the current 23% to
around 15%, and further reductions are set to be made in the mid- and long term.

(2) Non-Tariff Measures
A. Recent Efforts

China used to gpply a strict import examination and approval system, before China started
to adopt the reforms and open-door policy. In 1992, 209% of the import tariff lines, or 1,247
items, were subject to import control adminigtration, such as quotas or licensing. In recent
years, in order to meet the requirement for building a socidist market economy, the
government of China has taken severd initiatives to dragtically reduce tie number of items
subject to import quota and licensing, as evidenced by such reductions on 1 January 1993; 1
January 1994; 30 June 1994; 30 June 1995; 1 January 1996 and 8 May 1996. Currently,
only 5% of the total import tariff lines, or 384 items are gill subject to quotas, licensng or
other import control messures.
B. Objectives

In the short term, review current 384 NTM items and gradudly reduce or relax these
NTMs while ensuring their trangparency. In the mid- and long term, reduce and diminate al
NTMsinconsgstent with WTO agreements.

(3) Services



A. Recent Efforts

Services sectors in China are il under-developed.  Currently the percentage of services
sectors in the GDP is aout 30%. Since the adoption of the reform and open-door palicy,
China has attached great importance to the development of the services sector and
accordingly remarkable progress has been achieved. The services sector has aready been
opened at different levels. The depth and width of the gpenness have been improved for the
main sectors, such as financid services, commercid retalling, energy, trangportation, tourism,
etc. China will further open its services market on the basis of pilot experience® in
accordance with its national indusgtria policies and the specific Stuations of respective sectors.
Chapter 4 of PRC's Foreign Trade Law dipulates. "With respect to internationa trade in
services, China pursues to the commitments to which China is a contracting party or a
participating party, grants the other contracting parties and participating parties market access
and national trestment."

B. Objectives

In the sarvices areas such as banking, insurance, security, commercia retaling,
trangportation, energy, tedecommunication, and tourism, further carry out its reform and
opening policy and provide more market access and business opportunities to foreign
companies.  detalls: refer to table-2
(4) Investment
A. Recent Efforts

Over the past years, China has congantly formulated and improved its laws and
regulations on the utilization of overseas investment. Up to date, China has promulgated and
enforced more than 200 laws governing external economic activities.

The Chinese government has coped with the protection of oversess investors intellectud
property rights and has further modified and improved laws in this regard and acceded to
international organizations in relation to indudtrial as well as intellectud property rights, refer to
(7) Intdlectud Property Rights. In addition, China has concluded investment protection
agreements with more than 70 countries and bilaterd investment agreements with about 50



countries.  China has aso acceded to the internationd treaties such as the "Multilatera
Investment Guarantee Inditutes Treaty". Now China has largely established its legd system
governing overseas investment and overseas investors rights and interests have obtained basic
lega protection. With the continuous Chinas reform and opening to the outside world, China,
has adopted a series of important reform measures in light of internationd prevailing practices
and requirements of market economy and is forming an investment environment which is
adapted to market economic principles and fair competition.
B. Objectives
Short-term (1997-2000):
1) Timely update Chinds report of investment regimes,
2) Improve transparency of Chinas investment regimes,
3) Gradudly broaden sectors for overseas investment;
4) Gradudly render nationd trestment to foreign-funded enterprises,
5) Maeridize free convertibility of Renminbi(RMB) under the current account,
implement banking/foreign exchange transaction system for foreign-funded enterprises,
and remove redtrictions on use of foreign exchange under their current account;
6) Implement Uruguay Round agreements after China becomes a member of the WTO.
Mid-term(2001-2010):
1) Further broaden oversess investment sectors and remove restrictions on overseas
investment.
Long term(2011-2020):
1) Further deregulate investment policies towards eventud redization of investment

liberdization in accordance with internationa investment practices.

(5) Standardsand Conformance
A. Recent Efforts

China attaches great importance to the dignment of its national standards with internationd
standards and has a policy of adopting international standards, where possible, as its nationa

* For example at the Special Economic Zones ( ) in China, since 1980.



sandards. By the end of 1995, China had developed 17,064 nationa fandards, of which
over 4,000 have been digned with internationd standards.

China actively participates in activities of the International Organizetion for Standardization
(1IS0) and International Electrotechnicd Commission (IEC) and is a member of the SO
Council and the IEC Committee of Action. China aso participates in the Asa Pecific
Laboratory Accreditation Cooperation (APLAC), the Pecific Area Standards Congress
(PASC), the Asa Pacific Metrology Program (APMP), the Pecific Accreditation Cooperation
(PAC).

B. Objectives

Fully implement the collective actions formulated by the Sub-Committee on Standards and
Conformance (SCSC) of APEC, and take specific actions in four areas. dignment with
internationd standards, mutua recognition of conformity assessment, cooperation on technica
infragtructure and trangparency.

(6) Customs Procedure
A. Recent Efforts

China adopted the HS verson in 1992 officidly and has dready implemented the 1996
HS verson of sector cdassfication for import/export tariff and Customs datigics.  China
Customs has been participating in the work of revisng the World Customs Organization
(WCO ) Kyoto Convention in an active manner. In terms of adopting and supporting the
UN/EDIFACT (United Nations Rules for Electronic Data Interchange for Administration,
Commerce and Trangport) sandards in customs procedures for the facilitation of internationa
trade, China Customs has made concentrated efforts to develop the H883 automated
declaration system and later on the H909 project to make a nationally-linked computer system,
which would dlow for smoother operations. Relevant technological departments have been
established a the Customs Generd Adminigration and locd Customs houses.  China
Customs has aso set up anationa computer center in Beljing, responsible for linking computer
ingdled in Customs offices nationwide. China is a dgnaory to the UR package of
agreementsincluding TRIPs (Trade-Related Aspects of Intellectua Property Rights), dthough
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it has not yet become the WTO member. On October 1, 1995, China Customs started official
implementation of Regulation of China on the Customs Intervention in the Protection of
Intellectua Property Rights.
B. Objectives

Fully implement its individua action plan of the collective actions agreed in the SCCP,
especidly those actions for the redlization of the nine objectives listed in the collective actions
of SCCP.

(7) Intellectual Property Rights
A. Recent Efforts

China regards protection of intellectua property rights as a key component of its reform
and opening policies and legd congruction. China has engaged actively in activities of
related internationa organizations and strengthened cooperation and exchange with other
countries in the fiedd of IPR protection. Today, a fairly comprehensve sructure of IPR
protection is established in China.

1) The Chinese government has put seven laws and regulations on IPR protection into
operation since 1991.

2) China has taken a part in ten internationa organizations and conventions since 1991.
China has also actively participated in the negotiation process of TRIPs and contributed
to the conclusion of the agreement.

3) The Chinese government has established a Comprehensve Law Enforcement
Framework for IPR Protection.

By the end of 1995, the China National Patent Agency had received 520,000 patent
applications and gpproved 260,000 of them, making it one of the larger patent authorities of
the world. At the end of 1996, there were 670,000 effective trademarks registered with the
China Nationd Trademark Office, an outstanding figure for regigtration records of al countries
of theworld. By the end of June 1996, the People's Court system had handled over 20,000
IPR-related cases, which were closed within an average of one year. IPR adminidrative
authorities had received over 20,000 IPR-related disputes. The Customs officids investigated
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and closed 1,940 IPR-related cases, of which 98% were processed on an ex officio basis.
IPR violation in Chinais now under firm control.
B. Objectives

Meet the needs of further reform and the opening to the outsde world and redize
consistency with TRIPs as soon as possible.
Short-term (1997--2000):

1) Issuethe Regulationsfor Protection of New Plant Varieties,

2) Intensfy research efforts into laws and regulations related to IPR, and prepare for
the amendment of related laws;

3) Strengthen cooperation with related internationa organizations, launch training
programs for IPR protection staff, and initiate a nationd lega knowledge campaign
for 11PR enforcement to improve public awareness of IPR protection.

Mid-term (2001--2010):
1) Make further amendments to the Petent Law in line with the impact of new
technologica sectors on patent protection and consistent with related internationa
convention;

2) Amend the Trademark Law and further stream line trademark registration procedures;

3) Amend the Copyright Law in line with internationa conventions to combet infringing
and pirate activity;

4) Issue the Regulations for Protection of Layout Design of Semi-Conduct or Integrated
Circuits,

5) Promulgate the Act on Protection of Commercia Secrets;

6) Improve adminigrative enforcement through the establishment of an adminigrative
enforcement process for IPR protection, while strengthening judicid tools to form an
in-time, convenient, and effective enforcement mechanism,

7) Continue to strengthen cooperation with related internationd organizations, carry on
training plans for IPR protection saff, and further enhance public awareness of IPR
protection.

Long-term (2011--2020):

12



1) Further improve Chinds legd system for IPR protection in kegping with the
development of Chinas market economy;
2) Cary on the lega knowledge campaign for IPR protection to heighten public

awareness of IPR.

(8) Competition Policy
A. Recent Efforts

In 1993, the People's Congress of China adopted "The Law of the People's Republic of
China for Countering Unfair Competition”. The acts of unfair competition prohibited by the
law are summed up asfollows

1) to deceive consumers by passing off registered trade marks of another person;

2) to abuse administrative powers,

3) to force others to by goods designated by public utility enterprises or enterprises
having monopoly satus,

4) to make tie-in sdes,

5) to sl products with prizes atached by fraudulent methods or bribery;
6) to damage competitor's reputation by fasehood,;
7) to squeeze competitors out by selling goods at prices below cost; etc.

In addition, the “Law of the PRC for Protecting Consumers Rights and Interests’ was
promulgated in 1993. The Indugtrid and Commercid Adminigtration of China (ICA) is the
agency to enforce the above countering unfair competition law. The concrete punishment
rendered againg activities of unfar competition include ordering to sop illegd acts,
confiscating illegal proceeds, imposing afine of less than 3 times the amount of illegal proceeds,
revoking the business license or being prosecuted for crimind liability. Up to now, the ICAs
have handled more than ten thousand unfair competition casesin China
B. Objectives
Short-term (1997--2000):

1) Draft and enact the law and regulations concerning anti-monaopoly, perfect the legd

system, e.g. srengthening the drafting and research work on the anti-trust law;
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2) Draft and promulgate relevant regulations concerning anti-dumping, countervailing and
safeguard measures,

3) Enhance the lega exchange concerning the far competition with other APEC
economies or internationd organizations. Study the advanced experience of other
APEC economiesin the related metters;

4) Enhance the enforcement and supervison of laws and regulaions eg, srengthen the
supervison of prices and qudity. Crack down on the illegal production activities and
sde of fake name brand products, take strong measures againgt fraudulence and
monopoly pricing schemes. Protect the producer and consumers legitimate rights and
interests;

5) Enhance the training for relevant personnd.
Mid- and Long-term (2011--2020):

1) Transform the traditiond planned economy system into a market economy system.
Reorganize the state-owned enterprise by way of joint operation, merger and joint stock
cooperation in order to make them become truly competitive participants in the market.
Set up amarket system with unified, opening and fair competition;

2) Through the legal and economic methods, regulate the market circulation order, bresk
up regiona blockades and sector separation; and

3) Further perfect the legd system in order to meet the needs of the Chinese market

economy and world economic development.

(9) Deregulation
A. Recent Efforts

To meet the needs of further the development of its socidist market economy and to bring
domestic regulations on trade and investment more into line with internationad standards, China
has made massive work towards deregulation.

1) After severd rounds of unilateral tariff reduction, China brought its Smple average
tariff rate down to the present leve of 23%;
2) Over the last four years since 1993, China has reduced the number of products subject
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to import quotas, license adminigtration and import controls from 1,247 to 384, now
only 5% of total import tariff lines as compared with previous 20%,

3) China has relaxed its conditions for market access in areas such as financia services,
commercid retaling, energy, trangportation and touriam. Pilot programs are being
actively explored for further deregulation

4) At present, the mgority sectors are open to foreign investment except a few
categorized as prohibited (Takoh 1995);

5) Chinahas eased its redtrictions on trading rights for production enterprises, smplified its
procedures and accel erated the processing of applications;

6) China has liberdized importation of al products except for 8 products through state
trading and 6 through designated importers.

7) China introduced a unified exchange rate system in 1994 by adopting the single floating
rate. It was announced in 1996 to materidize free convertibility of RMB on current
accounts by the end of the same year;

B. Objectives
Short-term (1997--2000):
1) Review the regulations on trade and investment, smplify licensng procedures,
promote and improve fair competition mechanisms;

2) Experiment with a regigration system for trading rights in specia economic zones,

3) Reduce the number of import products handled by designated companies.
Mid- and Long-term(2001--2020):

1) Replace the current gpprova system with a regidration sysem for the granting of
trading rights within 5 years upon Chinds entry into the WTO;

2) Phase out within 5 years upon Chinas entry into the WTO, the practice of designating
importers for the 6 items rubber, stedl products, timber, plywood, wool and acrylic
fibers,

3) Further review and liberalize regulations on trade and investment and seek to remove

obgtacles standing in the way of trade and investment.
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(10) Rules of Origin
A. Recent Efforts

China only applies non-preferentia rules of origin. The rules of origin for imported goods
are used for the gpplication of MFN rates, for compiling trade statitics, for marking of origins
and, for import management. They aso will be usad for anti-dumping duties, countervailing
duties, safeguard measures, tariff quota and administration purposes while the rules of origin
for export goods are usad for identifying a good originating in China and regulating the
Issuance system of export certificates of origin. The exiding legidation and relevant rules
include:

B. Objectives
Short-term (1997--2000):

Participate in the harmonization and unification of technicad aspects of rules of origin
currently under way within the WTO/WCO and gtrive for compliance with the WTO/WCO
rules of origin.

Mid- and Long-term (2001--2020):
Unify Chinas rules of origin for import and export based on the agreed rules concluded by
the WTO/WCO.

(11) Dispute Mediation
A. Recent Efforts

In China, mediation is a principd way to sdtle disputes, including disputes between
governments, disputes between private parties and government, and disputes between private
parties. Chinaisamember of many internationa organizations, such as the World Intellectua
Property Organization which provides for a number of dispute settlement procedures for
resolving commercia disputes between private parties with regard to intellectua property.
Chinais aso a member of the Convention on the Settlement of Invesiment Disputes Between
States and Nationdls of Other States and the New Y ork Convention on the Recognition and
Enforcement of Foreign Arbitration Awards. China has bilaterd investment protection

agreements which provide for dispute settlement mechanisms with more than 70 countries,
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some of which are APEC member economies.

There are a number of laws in China concerning dispute mediation. The Arbitration Law
Is the law specidly for arbitration as means of dispute settlement.  Chinals Joint Ventures
Laws aso provides for consultation, mediation, arbitration and lawsuits as means of dispute
setlement which put consultation and mediation prior to arbitration or lawsuits. The
Adminigrative Reconsderation Rules provide for administrative reconsderation gpplied by the
party who is not satisfied with certain governmenta behaviors. China Internationa Economic
and Trade Arbitration Commisson is a professona organization for arbitration. It plays a
leading role in resolving disputes.
B. Objectives
Short-term (1997--2000):

1) Perfect the existing way and procedures of dispute mediation and make them more
favorable to meet the increased demand of the economic development;

2) Congantly enhance the trangparency of laws, regulations and adminigrative rules.
Make dl laws, regulations, adminidrative rules pertaining to trade and investment
publicly avallablein a prompt, transparent and readily accessible manner;

3) Strengthen the communications with other APEC economies and the world
organizations. Exchange the information on dispute mediation;
4) Edtablish an "Arhbitration Training Center" and enhance the qudity of personnd engaged
in arbitration and related affairs;
5) Strengthen the supervising work for the implementation of laws.
Mid- and Long-term (2001--2020):
1) Further perfect the laws and regulations related to dispute mediation.

2) Strengthen didogues with other APEC economies and world organizations and
exchange the information on dispute mediation with a view to asssing member
economies concerned to resolve differences in a manner that can help to avoid

confrontation and escalation.

Possible Set-back of China's Accession tothe WTO
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--Its effect on the China’s APEC policy--

Recently, the Chinese adminigration is becoming more reserved over the issue of
accesson to WTO membership and liberdization of trade and invesment. The change of
directions over the issue of WTO membership is because of the economic and politica factors,
which is reflected in the implementation of various economic reforms (Mitsubishi Research
Indtitute, 1995; 96; 97). The main reasons are as follows:

(1) Political factors

1) Chinaisin apaliticd trangtion phase, the Jang Zemin adminigration is sability-oriented
and its policy making and management is becoming more defensve. Although China has
entered into post Deng Xiaoping era, consdering the politica circumstances surrounding
the Jang Zemin adminigtration, the current group leadership is expected to remain intact
until the next National People's Congress in 1997. Because of many difficut politica
and economic problems within the country, the priority for the Jang Zemin
adminigration is the redization of gtable growth and the maintenance of the politica
Studion (Jgpan Inditute of Internationd Affairs, 1997:2-15). Therefore, it is highly
likely that the fundamentd ingtitutiona reforms and the sound policy management will not
be implemented anytime soon. The policy is expected to incline toward "domestic-first
(defengve)". (Ingtitute of Developing Economies, 1996; Kojima, Taka, Takahara and
Abe, 1996)

2) The Jang Zemin adminigtration has a desire to review and revise the course set up by
Deng Xiaoping in post-Deng Xiaoping era It has been following Deng's policy in
conducting mogt of its politicd and economic policies. However, snce the
adminigtration wants to maintain its leadership by demongirating its power and origindity,
it is currently trying to modify the foreign invesment policy set up by Deng Xiaoping
whichisillustrated by his theory to focus on the foreign investmen.

3) Chinais discontent with the United States which takes advantage of the WTO issue to
make China compromise, China is concerned whether the United States will
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unconditiondly extend MFN to China or not, after the WTO accepts China as its
member. China aso will be worrying that the WTO's dipute settlement procedure can

give the United States the means to put the pressure on China.

(2) Economic factors

1) Prompted by the introduction of the industrid policy which virtudly started diter the
State Council adopted "Guiddines for Domegtic Industrial Policy in 1990s’(1994),
Chinais now moving in a phase of orderly growth with protection for domestic indudtries,
and state-owned enterprises (Y abuki, 1995).

2) The dissatisfaction is increasing from state-owned companies which are suffering from
the difficult busness environment and the serious employment problem as results of
competition brought on by the market economy and the implementation for reforms of
state-owned enterprises (Mouri, 1996). This Stuation may impose a big pressure on
the centrd government's economic policy and its management (Nakae, Yabuki and
Hirata, 1996).

3) According to newspapers in Ching, snce 1995, the top executives in Chinese
government have often made statements about policy change for foreign investment
(Takoh, 1995), such as, "from the Chinds point of view, more foreign investment was
not necessarily and beneficid to China If the proportion of foreign investment in the
Chinese economy increased to a Hgher levd (weight), it would cause China to face
inconveniences and problems. Therefore, the Chinese government needed a serious

consderation on how to take advantage of foreign investment in Chinaiin the future.”

As highlighted above, China is politically and economicaly and becoming more defensve.
Out of the recognition that domegtic gability is essentid to achieve inditutiona reforms for
economic development, maintaining domestic stability has the priority over WTO membership.
It lso seemsthat a part of the adminigtration istilting toward passive opinions as follows:

1) China will not get many new benefits from being a WTO member snce it dready
enjoys good part of benefits which could be brought by the WTO through existing
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bilateral MFNSs.

2) China should adopt the trade policy which lays emphasis on bilateral rdationships in
which China can take advantage of its huge market rather than multilatera frameworks
such asthe WTO and APEC.

If cautious opinions preval in the adminidration and it reduces the enthusasm for WTO
membership and shifts its course to bilateral-based trade policy, the process of involving China
into internationd political and economic systems would dow down.

Therefore, in dedling with proposas and conditions presented by China in negotiations,
WTO members should pay attention to the delicate situation within China though they should
not back away excessvely from the principle of the WTO.

. Japan's Role and Attitude towar ds China's APEC Policy

Chinds participation in the WTO is extremdy important to the WTO itsdlf. It is dso
important in order to involve China into the internationd framework (Kojima, 1996).
Benefits which could be brought to Japan by Chinds participation in the WTO would be
ggnificant and in fact, it is imperative for Japan's trade policy vis-a-vis China because the
opening of the huge market in neighbor by internationd trade rules means that Japan is able to
sdtle any possble trade disputes with China through the WTO pand. In bilaterd
negotiations, China may get the upper hand by imposing political pressures on Japan.
Therefore, Japan needs to make efforts to redlize Chinas participation in the WTO at an early
gage. In fact, Japan has been voicing its support for Chinads WTO membership at various
occasons such as the G7 summit talks, the WTO meetings, the APEC meetings, and the
quedrilaterd trade talks, by cdling for the understanding and cooperation of the internationa
community. Furthermore, the Jgpanese government held a WTO seminar in Tokyo in
October 1996 to discuss the issue of Chinds WTO membership, aiming at the buildup of a
foundation for the negotiations which started later in the month. Jgpan's efforts to set up such
an opportunity to discuss specific measures for China to meet the criteria of WTO
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membership should be praised (Takoh, 1997).
In the future, Jgpan will be caled upon for further efforts on the following issues:
1) to persuade the United States and other countries to make a political decison to accept
China into the WTG;

2) on the difficult question of treatment of China in the WTO, in particular, Japan should
propose the specific content and period for the treatment;

3) to cooperate with China to settle those problems when possble. For example,
exchange of gaffs between Jgpanese and Chinese Patent Offices and comprehensive
provison to China with unclassfied officid deta reating to patents which may support
Chinds effort to develop the industria ownership legidation;

4) to make proposas and the coordination of multilateral cooperation using the APEC
framework as a means to help China to maintain the stable economic growth and trade
and invesment liberdization. For example, the APEC energy R&D seminar in Bejing
organized by New Energy and Indudrid Technology Development Organization
(NEDO).°

Recently, the United States government seems to be inclined to a judgment that it is more

redigtic to accept Chinaas a WTO member if China makes some compromises rather than to
wait for China to meet necessary the conditions completely. Also, because President Clinton
IS expected to be more aggressve in his diplomacy, some Washington-watchers predict the
improvement of Sino-U.S. relationship and progress in the issue of Chinas WTO membership
in 1997 (Tanaka, 1997). Although these predictions are favorable to Japan, Japan should
remain committed to the above-mentioned role and countermeasures to be taken through both
bilateral negotiations with Chinaand the multilateral frameworks such as the WTO and APEC
until China can findly achieve its accesson to the WTO (The Minigry of Foreign Affairs,
1996).
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. Conclusion.

The objectives of China's APEC policy are the contribution to promotion of its economic
reforms for the market economy and economic growth in China, and the preparation for
accesson to the WTO membership through the training and experiences by the involvement in
APEC. Of the two, the most important one is to obtain membership of the WTO at an early
dage. The Chinese government has been seeking for a long time to obtan WTO
membership.

Now, the Chinese economy has become too big and important to be ignored by the
internationad economy. Chinds participation in the WTO is extremely important to the WTO
itsdf in order to involve Chinaiinto the internationd framework. If cautious opinions prevall in
the the Jiang Zemin adminidration, it reduces the enthusasm for WTO membership and shifts
its course to bilatera-based trade policy, the process of involving China into internationa
politicad and economic systems would dow down. It is very important to pay attention to the
delicate Stuation of the politica and economic trangtion in China.

Japan and WTO members have to make efforts to redize Chinds participation in the
WTO a an ealy stage, by the proposds and coordinations of multilateral economic
cooperation using the APEC framework in order to hep China to maintain economic growth
and to promote trade and investment liberdization, until China can findly achieve its accesson

tothe WTO.

® Refer to table-1, p. 22.

22



Refer ences

Aoki, Takeshi and Umada, Kelichi (eds.), 1995, Kenshou APEC (The Corroboration of
APEC), Tokyo: Nihon HyoronSha.
Ingtitute of Developing Economies (ed.), 1996, Ajia Doko Nenpou, 1996 (Adan Affairs,
1996), Tokyo: IDE.
Japan Indtitute of Internationd Affairs (ed.), 1997, Kokusai Mondai (Internationd  Affairs),
No0.442, January 1997, Tokyo: JIA.
Kgjima, Tomoyuki, 1996, Ajia Jidai no Nicchu Kankel (The Relation Between Japan
and China in the Asa Era), Tokyo: Samaru Shuppan-kai.
, Takal, Kiyoshi, Takahara, Akio and Abe, Junichi, 1996,
Chugoku No Jidai (The Chinds Era), Tokyo: Mita Shuppan-kai.
Nakae, Y osuke, Y abuki, Susumu and Hirata, Masahiro, 1996, Chugoku no Risuku to
Bizinesu Chansu (Risks and Business Chancesin China),
Tokyo: Toyo Keiza Shinpo-sha
Tabata, Mitsunaga, 1995, To-Sho-Hel no Isan (Deng Xiaoping's Legecy),
Tokyo: Iwanami Shinsho.
Takoh, Daisuke, 1995, "Posuto To-Sho-He Jda, Tenkanki wo Mukaeta Chugoku no
Gashi-Donyu Seissku” (Chind's Introduction of Foreign Invesment -A Turning
Point in the Post-Deng Xiaoping Era), Journd of Mitsubishi Research Indtitute,
No.28, Tokyo: MRI.

, 1997, "Chugoku no APEC Seisaku to WTO Kamei Monda" (The Objectives
of Chinas APEC Policy and the Accession to the WTO), Ajiken World Trend (IDE
World Trend), January 1997, Tokyo: IDE.

Tanaka, Akihiko, 1997, "97-nen Beicchu wa Waka Suru.”" (In 1997, the United States and
China Will Settle Their Differences), Chuo-koron, February 1997,

23



Tokyo: Chuo-kororn-sha.

The Economic Planning Agency, Coordination Bureau (ed.), 1995, APEC Keizai Tenbou
(1995 Report on the APEC Regiona Economy), Tokyo: EPA.

, 1996, Ajia Keizai 1996 (Asan Economies 1996), Tokyo: EPA.

The Minigtry of Foreign Affairs (ed.), 1995, Gaikou Seisho (Diplometic Bluebook),
Tokyo: MOFA.

Mitsubishi Research Indtitute (ed.), Zen Yosoku Ajia (Forecast of Asa), 1995,1996,1997,
Tokyo: Dalyamondo-sha.

Mouri, Kazuko, 1996, Shijyou Keizai-ka no Naka no Chugoku (Chinain the Market
Economy), Tokyo: JIA.

Y abuki, Susumu, 1995, To-Sho-Hei Naki Chugoku Keizai (The Chinese Economy in the
post-Deng Xiaoping erd), Tokyo: Soso-sha.

24



Table-1.

Development in China with regard to APEC and WTO in 1996

December

APEC Energy R&D Seminar was held by NEDO in Beijing.

Average import duties for 4994 items were reduced from 36%
to 23%. (OsakaAction Plan).

Non-tariff barriers such import quotafor 176 items were
removed. (Osaka Action Plan).

The U.S. Trade Representative designated China as a prioritized
country for negotiation.

Agreed on terms for protection of intellectua property rights
with EU.

Intellectua property rights department was set up in the Chinese
Supreme Court.

Announcement of the reduction of average import duties from
23% to 12% within two years.

Prime Minister Hashimoto announced at the Lyons Summit, his
support for China's accession to the WTO at an early stage.

Gephardt Bill (Conditions for Chinas WTO Membership) was
submitted to the U.S. Congress.

WTO seminar on the issue of China's WTO membership was
held (at Tokyo)

Announcement of the reduction of the smple average tariff rate
from 23% to 15% by 2000

Announcement to amend the intellectual property rights related
laws and enact the anti-monopoly law

Firs WTO Ministerial Meeting was held(at Singapore)
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Source: Takoh, Daisuke, 1997, "Chugoku no APEC Seisaku to WTO Kamei Mondai" (The Objectives of
China's APEC Policy and the Accession to the WTO), Ajiken World Trend (IDE World Trend),
January 1997, Tokyo: IDE.

Table-2. Framework of China’s|AP on Trade and Investment, Liberalization / Facilitation in APEC.

venturesin the 6 citiesand 5 Specid
Economic Zones; open equity and
contractud joint venture chain storesin
the abovementioned regions.
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ArealTime Short Term Mid-Time Long Time
(1997-2000) (2001-2010) (2011-2020)
1Tariffs Reduce the Smple average leve of Further reduce the leved of tariffs.
tariffs to around 15%.
2.Non-Tariffs Identify and review al NTMs, gradudly | Further reduce NTMs. | Eliminatedl NTMs
Measure reduce or relax NTMs;, ensure the inconsstent with the
(NTM) trangparency of NTMs. WTO agreement.
3.Services
Banking, Banking: on the basis of the current 24 | Further open China's Further open China's
Insurance and | designated open cities, gradually banking service dong banking services,
Securities increase the number of operationd with the sustained provide nationd
branches established by foreign banks | development of its treatment to foreign
and prepare for the trial business nationa economy and | financid inditutionsin
operation in RMB currency by foreign | the degpening of the more aspects and
banks. reform in the banking exercise adminigration
Insurance: gradudly increase the number | system. over Chind sright of
of operationd branches established by | Banking: further relax Credentid Supervison
foreign insurance companies and expand | restrictionson Principles.
the geographical coverage for accessto | geographica coverage
the insurance market on the current trial | for access.
experience. Insurance: provide
Securities: gradudly increase the number | access opportunities for
of trid establishment of operationa more foreign insurance
branches by foreign securities companies.
companies. Securities: gradualy
incresse the number of
operationa branches
established by foreign
Securities company in
China
Commercid | Continue the experiment of establishing | Expand the experiment to dl the provincid capitd
Retalling Sno-foreign equity and contractud joint | cities; increase the number of equity and

contractua joint venture chain stores.




Energy _Further_ open the power generating sector to increese theratio of foreign investment. . _
Tde-commu | Formulate plansfor the implementation
nications of internationa guiddines on sarvice
trade through value-added
_telecommunication network. oo o oo .l ...
Tourism Proceed with five Sino-foreign joint Gradudly expand the business based on the
venture travel agencieson apilot bass | experimentation of Sino-foreign join venture
agencies.
4.1nvestment Update reports on investment regimeon | Implementing rdlevant | Further relax
atimdy bass, further improve agreements of the invesment policy in
trangparency of the investment regime; | Uruguay Round uponits | linewith internationd
gradually open up more sectors for accessonto WTO; investment practices
investment; and progressvely grant further expand areasfor | with investment
nationa trestment to enterprises with foregninvesmentand | liberdization asthe
foreign investment. reduce restrictions on final objective.
foreign investment.
5.Standardsand
Conformance |
Standards Align domestic sandards with
internationdl standards. ol
Product Seek to enter into mutual recognition Conduct MRA in Conduct MRA with
Cetification | arrangement with other APEC members | broader areas. APEC membersindl
in selected products. regulatory sectors.
6.Customs Harmonize and smplify customs
Procedures procedures in line with the rules of the
Kyoto Convention; adopt EDIFACT
standards and improve the computer
programs for customs procedure; follow
the rules of the WTO Vaduation
Agreement and harmonize the cusoms
evauation system; implement border
enforcement measures to protect
intellectua property rights, formulate
explicit appea provisons, adopt the
pre-classfication sysem; and implement
the ATA Convention for Provisond
Admission of Imports.
7.Intellectual Revise Copyright Law to meet the Optimize adminidrative | Promote PR system
Property Rights | requirements of internationa convention | enforcement measures | to become an
on the protection of copyright and and gtrengthen judicid important component
continue to fight privacy and measures by establishing | of asystem integrating
infringement; revise Trademark Law to | aset of executive science and

further streamline the procedures of

procedures for IPR

technology, culture
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trademark regigtration; revise Patent
Law to meet the new requirements on
patent protection in new-tech areas and
to conform to the relevant internationd
conventions; drafts and publish Rules for
the Protection of New Varieties of
Fants, in an effortsto join the
Internationa Federation on the
Protection of New Varieties of Plants;
and drafts and Publish Trade Secret
Law to protect trade secrets.

adminidrative
enforcement with the
amto put in place an
expeditious, convenient
and effective IPR
enforcement mechaniam.

and economy with
trade.

8.Competition
Poalicy

Study and development of ardatively
complete market competition
mechanism and into more economic
sectors such as transportation, energy,
banking, insurance, commerce and
conaulting services and dlow foreign
businesses to make investment and
participate in the operations and
management in these areas according to
Chinese laws, improve the lega
framework, draft and formulate
anti-monopoly laws and regulations and
intengfy training of relevant personnd;
and formulate regulations on
anti-dumping, countervailing measures
and specid safeguard measures.

9.Gover ment
Procurement

Collect and sort out practices and
experiences of various members relating
to government procurement, organize
professond training of personnel; and
establish and improve information
systems and intengfy the exchange of
information with various members

Study and formulate the
objectives and steps of
government
procurement; and
formulate a complete st
of palicies, lavsand
regulations concerning
government
procurement.

Gradualy establish
and improve
procedures and
system of government
procurement so asto
redize thair integration
with
universdly-adopted
international practices.

10.Der egulation

Review rdlevant laws and regulations,
sreamline the licensing procedures,
promote and optimize afair competition
mechanism, implement on atrid bassa
regidtration system of foreign trade rights
in Specidized Economic Zones (SEZ9);
and gradualy adjust and reduce the
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quantities of commaodities subject to
operations of designated companies.

11.Rules of
Origin

Participate in the harmonization and Unify Chind srules of origin for import and
unification of technica aspectsof rules | export, based on the agreed rules concluded by
of origin currently under way withinthe | the WTO/WCO.

WTO and grive for compliance with the
WTO/WCO rules of origin.

12.Dispute
M ediation

Improve the current ways and
procedures of dispute mediation;
publish, in an gppropriate manner,
relevant information of China
International Economic and Trade
Arbitration Commisson; promulgate
relevant laws, regulations and
adminigrative ruleswith theamto
enhance trangparency; and promote and
actively participate in the collective
actions of APEC concerning dispute
mediation.

13.Mobility of
Business People

For the purpose of promoting
commercid and trade activities and
facilitating the exchange of business
people, efforts shall be made to provide
the greatest possible convenience for
business people in terms of entry into,
exit from and resdencein Chinain
accordance with the Law of the

Peopl€ s Republic of China on Control
of Entry and Exit of Aliensand its details
rules for implementation; and take and
active part in the collective actions of
APEC inthisarea

14.Implementati
on of Uruguay
Round Results

Fully implement Uruguay Round Agreements after China s accesson to the WTO.

15.Infor mation
Collection and
Analysis

Ingtall equipment and provide personnd to build a database; study and evauate the impact
of trade and investment liberdization on various sectors,

Study the relations between sub-regiond trade arrangement and APEC trade and investment
liberdization and the impact of the former on the latter;

Investigate and analyze domestic trade and investment barriers,

Intensify the exchange and cooperation with APEC member economies.

Source: People's Republic of China, “Individual Action Plan (IAP) and Highlights of IAP, on Trade and Investment, Liberalization
& Facilitation in APEC” in 1996.
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Table-3: China'sInitial Individual Actions

|. Measurestaken in 1996

1. In 1996, Chinawill dash subgtantidly the tariffs on over 4,000 tariff lines. The reduction
of the ample average tariff will be no less than 30 percent.

2. 1n 1996, China will dso diminate the quota, licenang and other import control measures
on about 170 tariff lines, accounting for over 30 percent of the commodities now
subject to import quota and licensing requirement.

3. In 1996, the Chinese government will designate Shangha and other cities as pilot bases
to set up Sno-foreign ventures engaged in foreign trade.

4. In 1996, the setting up of sino-foreign joint venture retail businesses on a trid basis will
be extended.

5. In 1996, the foreign exchange transactions of foreign-invested enterprises will be
incorporated into the banking system of foreign exchange procurement and sale.

II. Measurestaken since Bogor Meeting

1. Since the Bogor Meeting, China has reduced the regulatory tariff from 150 percert to 80
percent on imported tobacco and wine, from 100 percent to 50 percent on video
cassettes and from 180 percent to 100 percent on vehicles.

2. Beginning on June 30, 1995, the quota, licensing, and other non-tariff  measures were
removed from 367 tariff lines.

3. In addition to the 13 coastd cities dready open to foreign banks, the Chinese
government opened 10 other cities including Bajing, Shenyang and Wuhan for foreign
banks to establish operationa organizations. In addition to Shanghai, Guangzhou became
another pilot city open to foreign insurance providers.

4. China adjusted the Statutory List of Import Commodities Subject to Inspection Enforced
by Commodity Inspection Authorities and desisted 615 commodities. As a result of the
adjusment, the number of import commodities subject to ingpection is 816, 39.3 percent
fewer than before.

5. Chinese government promulgated in 1995 Regulations of PRC concerning Customs
Protection of Intellectual Property Rights, establishing border measures for the protection
of intellectud property.

Source: People's Republic of China, “Initia Individual Actions’ in 1995.
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