Appendix D.Takoh

Appendix

China'sPalicy for the Liberalization of Trade and I nvestment
through the APEC/I AP and Negotiationsfor the Accession to
theWTO in 1997

Dasuke Takoh
APEC Study Center

Ingtitute of Developing Economies

1. Introduction

Chinal's APEC policy has taken the initiative for the liberdization of trade and investment in
China, dnce 1995 when China falled to be an origind member of the WTO. The most
important objective for China with regard to APEC palicy is the preparation and step for the
accesson to the WTO membership through controlling domestic and internationa
environments, such like as the “accumulation of practica experiences’, “winning internationd
confidence by the achievements’, that are to be acquired as aresult of involvement in APEC.

China has been gdled in obtaining the membership of the WTO, but China has been
working on reforms step by step and has implemented several measures through the recent
efforts for the liberdization of trade and investment in APEC. Specificdly, such efforts were
made through Chinas Initid Individud Actions a the Osska Medting in 1995, Chinas
Individud Action Plan (IAP) at the Manila Meeting in 1996 and & the Vancouver Mesting in
1997.

However in 1997, there has been excdlent progress and results in the movement of

negotiaions for Chinas on to the WTO, including the contents of the IAP a the APEC
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Vancouver meeting that had no difference from and followed the outcome of bilaterd and

multilatera negotiations for China's accesson to the WTO. It seems that Chinds WTO

policy took the initigtive and replaced its APEC Policy for the liberdization of trade and

investment, and Chinds policy for the liberaization of trade and investment faced a turning

point in 1997. In other words, a higtoric role of its APEC policy has come into trangition.
The purpose of this paper is to give consderations to the following:

1) The purpose and dgnificance of China's APEC Poalicy;,
2) Chinds implementations and improvements for the liberdization of trade and
invesment in 1997 in conformity with the IAP (MAPA) in 1996;
3) Negotiations for China's accesson to the WTO in 1997, particularly;
Negotiation on product market access,
Substantia agreements on product markets (September 1997),
Negotiation on services, especialy with regard to the distribution system,
Japan’ s Request on Services, especidly concerning the distribution system,
4) The politicd and economic backgrounds to Chinas WTO policy tha took the
initiative and replaced its APEC Policy in 1997; and

5) Problems of negotiations for China s accession to the WTO.

Findly, as a concluson, this paper will discuss “What APEC means for China’, “What
isthe Role and Merit of APEC for China?’, “What Chinawill give Re-definition of the APEC”,
and "What APEC should do for Ching’.

2. TheObjectives of China’s APEC Policy

There are two ngor objectives for China in its APEC policy. One is the promotion of
domestic economic reforms to encourage a market economy and economic growth in China

The other is the preparation and step for the accesson to WTO membership through the
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adjustment of the domestic economy to the internationa environment, such as accumulating
practices and experiences, winning internationa confidence by the achievements, that are to be
achieved as results of involvement in APEC.

Among the two objectives, to obtain membership of the WTO at an early stage is more
important. China has been seeking for obtaining the membership of the WTO (GATT) since

1986 for the following reasons.

1) to promote domestic economic reforms, and to shift to a market economy;

2) to secure the accesson to international organizations that are conddered
comparable to the present politica and economic status of Chinain the world;

3) to expand internationa trade by acquiring the status of a most favored nation
(MEN);

4) to remove the concern over the renewd of Chinas MFN datus in the United State
Congress each year, and to sirengthen China's stlanding in the United States;

5) to adjust the relation between China and Hong Kong; and

6) to catch up and adjust the Stuation of the recent negotiations between Tawan and
WTO, about the accession to the WTO.

The WTO, however, consdered that Chinds efforts for the accession to the WTO so far was

not sufficient to meet the conditions for the membership, because of:

1) unfair treetments for domestic and foreign products, such as the discrimination on
criteria of standard and approvd,;

2) discrimination againg foreign companies operating in China, such astrade licensaing;

3) protective measures for specific industries;*

4) import quotas for agricultura products, and

5) Chinds request to atain the comprehensve treatment of the WTO specidly

! For example, “Interim Provisions on Guiding Foreign Investment Direction” and “Catalogue for the
Guidance of Foreign Investment Industries.”
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designed for developing countries?

China has been gdled in obtaining membership of the WTO, but it has been working on
reforms gradudly and has implemented severd measures through the recent efforts for the
liberdizetion of trade and invesment in APEC such as the Initid Individua Actions & the
Osaka Mesdting in 1995 and IAPs a the Manila Mesting in 1996 and the Vancouver Meeting
in 1997.

China has been showing improvements in some areas such as the provison of nationd
trestment to foreign companies and the opening of financiad markets and the consolidation of
environment for intellectual property rights. When problems, such as the huge bureaucracy,
shortage of human resources and the political and economic trangtiona phase in China (it
made the government more interested in protecting the domestic industry than opening its
economy), are taken into consideration, China's consstent efforts for trade and investment
liberdization in the APEC framework should be appreciated. APEC has been important for
China because it gave an opportunity to display its efforts for liberaization of trade and
investment and demondtrate the progress made in its endeavors to satisfy the conditions for
WTO membership. In other words, APEC was a place for training and building up actud
liberdization results for acquiring the WTO membership.

It S0 seems that there have been merits in APEC for China, for example:

1) The APEC approach of "cooperative and voluntary liberdization” was dso
compeatible with the problematic economic Stuation in Ching;3

2) The Chinese government wanted the APEC scheme to obtain economic and
technical cooperation from other member economies; and

3) The Chinese government wanted the APEC scheme to solve the FEEEP problems
for sustainable developmen.

2 For example, transitional period for liberalization of trade and investment, same as developing countries.
% See Takoh, 1995.
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3. China'sImplementations of IAP (MAPA) in 1997

This section will review Chinds implementations and new improvements for the liberdization of
trade and investment in 1997. Policies were carried out in conformity with the IAP (MAPA) in
1996 in 15 main sectors. Sincere implementations of these policies were expected to serve

favorably for Chind's on negotiations to the WTO.

3-1. Tariff

1 On 1 October, Chinafurther reduced its Smple average tariff rates for 6549 itemsto 17%,
adggnificant drop of 26%.  On 1 April 1996, Chinas smple average tariff rates for over
4900 items were brought down from 35.9% to 23%.

2 Chinaindicated itsintention to participate in the Information Technology Agreement (ITA)

as soon as possible.

3-2. Non-Tariff Measures

1 17 items of products were eliminated in accordance with the Sino-US Memorandum of
Understanding for Market Access. Currently only 5% of the total import tariff lines, or
385 items, are il subject to quota, licensing and other import control measures.

2 Chinaindicated that it would further reduce NTMs and diminate dl NTMs inconsstent with
the WTO agreements by the end of 2010, ten years earlier than the deadline indicated in
the previous |IAP.

3-3. Services
A. Financial Services
1) In April, China advanced the redlization of its objective of free convertibility of the
Chinese currency Renminbi (RMB) under the current account.

2) Thetrids of foreign banks handling of Renminbi were initiated and 9 foreign banks
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were initiadly approved. They were dlowed to handle Renminbi deposts, loans,
Settlement, guarantee, nationd debts and financia bond investment.

3 By the end of 1996, there were 131 branches of foreign banks, 5 wholly
fordgn-funded banks, 5 joint venture banks, 6 foreign finance companies and 8
foreign-invested insurance companies established and operating in China. By the end of
June 1997, 38 financid leasing companies had also been gpproved.

B. Commercial Retailing

1 Foreign-funded processng enterprises, including Sino-foreign joint ventures and
cooperdive companies may entrust Chinese retailing organizations to sdll their products
or use their own agents in China according to the percentage of sdes in the approved
contract.

2 It was approved that two Sino-foreign joint venture commercia retail enterprises could
be opened in 6 citiesand in 5 gpecia economic zones,

3 The establishment of two Sino-foreign joint venture or cooperdive retailing chain stores
in Beljing and Shangha was dlowed.

4 Chinds domedtic retailing organizations can become franchisee branches of foreign
retailing enterprises through specia business authorization.

C. Energy
1 Chinadlowed and encouraged foreign investment in building and operating aress in
therma power stations, hydropower stations and pump storage power stations, nuclear
power stations and new energy power stations.
2 By the end of 1996, 28 foreign-investment projects were approved with the tota
inddled capaecity around 15000 MW, and the totd foreign investment worth
approximately US$ 1.3 billion.

D. Transportation

1 Four bilaterd marine trangportation agreements were signed and 2 automobile
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trangportation agreements were initiated.

2 Foreign freight agencies were alowed to set up air freight agent joint ventures.

E. Telecommunication
1 The government alowed the establishment of wholly-foreign-owned enterprises, equity
or contractud joint ventures in manufacturing of communication equipment.
2 The Ministry of Pogt and Telecommunication undertook comparative study and
anadysis on the current status and development of domestic and oversess value-added

telecommunication systems to prepare for working out a program by 2000.

F. Tourism

1 Foreign companies, enterprises, other foreign economic organizations and individuas
were permitted to build and operate hotels, office buildings and holiday resorts. The
resulting legd entities may be in the form of equity/contractud joint ventures, or
whally-foregn-owned projects.

2 Foregn inditutions were alowed to establish non-business tourist service offices in
China, and to egtablish joint equity or joint venture travel agencies in 12 date-leve
tourist/holiday resorts.

G. Legal Services

A foreign law firm approved and registered in China may cover:

1) provison of consulting sarvices to Chinese clients on interngtiond laws, civil and
commercia laws and practices, and the laws of countries where the firms have been
granted the right to practice;

2) handling legd matters upon commission of clients or Chinese law firms regarding laws
of countries where the firm members have been granted the right to practice, and;

3) serving as an agent of foreign clients upon commission of Chinese law firmsto handle

legal matters concerning Chinese laws.
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H. Accounting Services

1) Foreign accounting companies may file applications for establishing representative
offices in China in accordance with Provisond Measures Governing Administration
of the Permanent Representative Offices of Overseas Accounting Frms.

2) Foreign accounting companies were alowed to cooperate with their Chinese
counterparts to establish contractua officesin accordance with the Law of PRC.

3) Foreign accounting companies were alowed accept Chinese accounting firms as
their member firms according to the regulation of PRC.

4) Chinas CPA examination is open to non-Chinese candidates who are aso allowed

to apply for non-operational membership in accordance with related regulations.

3-4.  Investment

1 Between 1996 and 1997, the government promulgated 4 Regulations and 7 Notices,
relaing to foreign invesment with a view to improve the transparency of investment
system.

2 The government concluded investment protection agreements with 83 countries and regions,
and sgned bilaterd investment agreements on avoidance of double taxaion with 56
countries.

3 The government acceded to internationd tregties such as the Multilateral Investment
Guarantee Indtitutes Treaty and Settlement of Investment Digputes Between States and
Nationals of Other States.

4 A pilot program for equity joint venture foreign trading companies started in Pudong,
Shanghai and Shenzhen. The firgt two equity joint venture foreign trading companies were
approved and started operation in Shangha.

3-5. Standards and Conformance

1 1056 standards were formulated or amended, 662 standards were aigned with international
standards, accounting for 62% of al. (In 1996, 818 standards were formulated and 567
standards were amended, of which 560 had been digned with internationd standards,
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accounting for 40% of all.

By 1997, the following sectors/products were digned with internationa Sandards: marine
fuds, floor tiles, gypsum plaster board, carbon sted seamless tubes for ship, casting aloy
for dentistry, round copper rods for eectrical purposes, white granulated sugar, spring did
scaes, dectronic crane scaes, szes of unprocessed paper for printing, writing and
drawing, implantable pacemakers, duminum caps for medica containers, holders for
bayonret lamps.

3-6. Customs Procedure

The following were under congderation:

1

g A W DN

3-7.

1

To set research projects; to trandate and publish lega documents and customs laws of
developed economies, and to conduct investigations into desired subjects with a view to
learning from the successful experiences of developed economies,

To conduct a series of legd training courses for Customs officers,

To improve and upgrade the Automated Entry Processing System (AEPS);

To set up the lega database and central database for revenue accounting;

To develop and implement license and quota control system, usng UN/EDIFACT in
Customs Clearance System for Express Consgnments, and

To organize seminars and training programs on vauation laws and regulation and other

members practices.

Intellectual Property Rights (IPR)
Chinese Laws and Regulations on |PR Protection in 1997.
Method of Regigtering Copyright Pledge Contracts;
Provisona Measures, the Administration of Foreign-Related Copyright Agencies,
Implementing Measures of Adminigtrative Punishment in the Field of Copyright ;
Crimes of Infringement of Intellectud Property Rights, Article 7 of the Crimina Law of the
PRC; and
Regulations for Protection of New Plant Varieties.

194



Appendix D.Takoh

2 By theend of 1996, China Nationa Patent Agency received 620,000 patent applications
and approved 310,000 of them.

3) From 1992 to July 1997, the China Software Regigtration Center approved 1,878
registrations. The State Patent Administration accredited 3,709 foreign-related audio-visud
products and accredited 200 computer software products between September 1996 and
July 1997. The datidics show that the patent authority dedt with 679 cases of
copyright-tort and confiscated 2,794,539 pirate products.

3-8. Competition Policy

1 *“Regulaions on Anti-dumping and Anti-subsidization” was promulgated by the State
Council, while specific locd regulaions on countering unfar competition were dso
promulgated in Beljing, Shangha and Wuhan.

2 Indugtrid and Commercid Adminigration of China (ICA) at dl levels handled more than ten
thousand unfair competition cases in China. Typical cases were publicized by the mediato
promote public awareness of laws for countering unfair competition.

3 Chindsfirg anti-trust law, a protection of commercia secrets law and the implementation
regulations of the laws for countering unfair competition were drafted.

3-9. Government Procurement

1 Contact points were established for the exchange of information with and the collection of
practices and experiences from other member economies on government procurement
policies, systems and practices.

2 Started with studies of GP systems and tendering procedures described in the WTO GPA
and sought information about the practices and experiences of other member economies,
with an emphasis on technical aspects necessary to establish such a system.

3 Hoged the APEC Government Procurement Training Program and participated in the
APEC Seminar of Bid Challenge/Remedy Procedures hosted by Chinese Taipal.

195



Appendix D.Takoh

3-10. Deregulation

1)

2)

3)

4)

From 1992, China reduced a number of products subject to import quotas, license
adminigtration and import control from 1,247 to 385, accounting for 5% of the total
import tariff lines as compared with the previous 20%.

Foreign-invested enterprises started to have access to foreign trade. The first two foreign
trade companies were gpproved to be established in Shanghai.

From the end of 1996, aregidration system for trading rights of manufacturing enterprises
was formaly endorsed in 5 specid economic zones.

China liberaized importation of al products except for 8 products through sate trading
and 6 through designated importers.

3-11. Rulesof Origin

1)
2)
3)

4)

Chinafollowed discussonsin TCRO on rules of origin for products under HS.

A preiminary assessment of Chinas export rules of origin was underway.

A Notice on Strengthened Management of Export Certificates of Origin of the People's
Republic of China was promulgated on May 31, 1997 to ensure a more uniform, gtrict
style of management.

The State Adminigtration of Commodities Ingpections and the China Committee for the
Promation of Internationa Trade were to facilitate a computer network between them
to share information resources and modernize the issuance and management procedures

for export certificates of origin.

3-12. Dispute Mediation

1) China 9gned hilateral agreements on investment protection providing for dispute settlement

2)

mechanisms with over 80 countries, including 11 APEC economies (Thailand, Singapore,
Audrdia, Japan, Maaysa, New Zedland, Papua New Guineg, the Philippines, Republic of
Korea, Chile and Indonesi@). Consultations were held with other 4 APEC members (the US,

Canada, Brund, and Mexico) with an am to Sgning Smilar agreements.

The National People's Congress approved the Convention on Taking Abroad of Evidence
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3
4)
5)

in Civil and Commercid Maiters.

Drafted domestic regulations to implement the Washington Convention.

A Traning Center for Arbitration was set up to improve the qudity of related services.
The first draft d Chinas assgnment of the APEC Guide of Dispute Settlement was

completed and put under review.

3-13.  Mobility of Business People

The following were under consderation:

1)
2)
3)

4)

The possibility of issuing multiple entry visato business people;

Review of exiging visaregulations and of further amplifying the procedures;
Accderating visa approval, computerization and modernization of the process of
customs examination at ports; and

Explore the possibility of participating in the APEC Business Travel Card scheme.

3-14. Implementation of Uruguay Round Results

Fully implement Uruguay Round Agreements after Chinas accesson to WTO.

3-15. Information Collection and Analysis

The following were under consideration:

1)

2)

3)
4)

Actively paticipate in the TID Working Group of APEC on the establishment of
commercid, trade in sarvices and investment databases, and improve Chind's
performance on data collection concerning trade in services and investment;

Join the efforts of APEC economies to establish an APEC Tariff Database, and
participate in other collective actions of APEC;

Study and evauate the impact of trade and investment liberdization; and

Investigate and analyze its own trade and investment barriers.

Negotiations for China's Accession tothe WTO in 1997
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China's APEC palicy had teken the initigtive for the liberdization of trade and
investment in China since 1995, when China faled to be an origind member of the WTO.
However, in 1997, there were excdllent progress and results in the movement of negotiations
for Chinas accession to the WTO. It seems that, in 1997, China's WTO policy took the
initiative and replaced its APEC Policy for the liberdization of trade and investment. Chinds
policy for the liberdization of trade and investiment faced a turning point.

This section will review the progress and results through the negotiations for Chinas
accesson to the WTO in 1997. It will follow two channels of the negotiations that carried on
a the same time. One is the multilatera negotiations of the Working Party (WP) established
in the WTO to draft the protocol which provides the conditions of China s accession, while the
other is the bilaterd negotiations regarding requests and offers that were exchanged as to the
level of reduction of tariffs and non-tariffs barriers and the extent of liberdization of the service

market.

4-1. Negotiation on product market access

China had been seeking the accesson tothe WTO GATT  since 1986. Chinadesired
to be an origind member of the WTO, which was established in 1995, but China could not
reach an agreement with the member countries.

Japan has insgted that the negotiation for China's accesson to the WTO should be
promoted, because of the importance of the promotion of Chind's economic reforms amed a
shifting to a market economy, of involving China into the internationa economic framework
and of Hong Kong returning to Chinaiin July 1997. Prime Minister Hashimoto expressed his
view on China a the Japan+the United States talk on April 1996*, the Lyon summit on June,
and the APEC Manilamesting.

In Autumn, 1996, the United States came to negotiate on the issue with China, because
negotiators in charge were changed and the Sino-US summit was held a the APEC meseting in
Manila. The US attitude encouraged the member countries and China to facilitate negotiations.

* The basic policy of the United States on China's accession to WTO membership was "the United States
supports China's membership of WTO on condition that it meets all commercially reasonable terms’. (1993
Sino-US summit at APEC meeting in Seattle).
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Top-governmental and minigterid-level meetings between the United State and China / Japan
and Chinaaso contributed to the progress of the negotiations.

In March 1997, the Working Party (WP) in WTO on China's membership reached an
agreament on trade rights,® which was one of the most concerned problems. At the WP in
May, China expressed that it had made a high-leve politicad commitments to enter the WTO
and made steady progressin the protocol of the WTO.

At the WP in duly, the problem of market access was discussed intensvely. The
improved proposds from China regarding tariff and non-tariff measures were appreciated to
some extent, though the proposal's on services were not appreciated. China agreed to make an
offer between the end of August and the beginning of September. China dso committed itself
to reduce tariff rates, shorten the trandtiond period for the eimination of quotas, loosen quotas,
and diminate agricultural slbsdies.

From the end of August until the beginning of September, negotiations on market access
between China and Japan continued intensively®, and they findly resched a substantia
agreement on product-market access including tariffs, quotas, and a standards and vaidation
system, when Prime Minister Hashimoto visited Chinain September”.

Details of the agreement involve:

1) Taiffs
Comparing to the base rate as of 1992, offers as to about 3,600 industrial articles
were improved reflecting Japan’ s requests.
China and Japan agreed to shorten a grace period before tariffs on textile products

are reduced and to reduce tariffs on automobiles and others.

® Trade right is the right to trade given to foreign enterprises. It was restricted to about 12,000 company as
of 1996. The member countries must lift the restriction for 3 years. In China, even if therestriction is lifted,
authority’s admission is still required to sell imported goods to others and the problem.

® Nine rounds of negotiation between China and Japan were held in 1997. The minister of MITI sent two
personal letters and the Vice-Minister visited Chinafive times.

" 1t was heard that Prime Minister Hashimoto took the leadership and ordered the MITI to settle the issue
by the time of his visit to China at the beginning of September. It was also heard that China extremely
appreciated Japanese political decision.
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2) Import quotas
China and Japan agreed to shorten the grace period before tariffs on automobiles,
textile products, etc. in reaction to Japan’s request.
Quotas on machinery including automobiles and eectrica products were drasticaly
widened and the growth rates of the quotas increased as aresult of Japan’s effort.
3) Standardsand vaidation
China gpplies a different stlandards and vaidation system to imported products. China
must remove the discriminatory trestments, for example, by standardizing criteria and
guarantee the transparency of the system.
The following 4 problems are strongly required to be solved by Japan.
(@& theimprovement of the regigtration system of chemical products;
(b)  thecoordination of different vaidation marks,
(¢ theimprovement of the validation system of automobiles, and
(d) theimprovement of vaidation system of boilers ad pressure cookers.

The agreement gave impetus and promotion to the United State and the EU to enter into
negotiations® In October and November, China offered to join the ITA and to reduce tariffs
at the talk and negotiation with the United States, and it made some additiond offers related to
the service and the agricultural markets. The United States basically agreed on the reduction of

taiffs®

4-2. Negotiation on services, with regard to a distribution system

Negotiations on the product market came to an end and problems related to the service
market have been discussed. Two most important issue on services are distribution, especidly
that of the Japanese product makers, and telecommunication.

8 China expressed that a bilateral agreement was concluded on trade in goods between 7 countries (New
Zealand, Korea, Hungary, Czech, Slovakia, Turkey, and Japan) and that the negotiations with 20 countries
were coming to an end.

° It was reported that China agreed to reduce its average tariff rate to 10% (8% for industrial products and
15% for agricultural products). China also agreed to eliminate any non-tariff measures by 2005. These
results were reflected in the | AP of the APEC Canada summit.
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At the end of October, the Minister of Internationd Trade and Industry Horiuchi sent a
persona letter to urge China to make additiond offers in the services sector. Japan had
interests in professona sarvices such as financid sarvices, tdlecommunications, marine
transportation, construction, distribution services, accountants, and lawyers. Japan requested
nationa trestment in China, especidly with the digtribution services. Japan aso demanded the
deregulaion and the liberdization of the Chinese services market, foreign retailers and foreign
wholesaers, foreign traders, saes of foreign companies products and automobiles sales.

In November, when Prime Minigter Li Peng vidgted Jgpan, the negotiation on the services
market between China and Japan was considerably progressed, and China made a proposal
reflecting Japan's requests. A joint declaration was announced which confirmed that progress

in the negotiation on the services market was made.

Japan’s Reguest on Services, especially on a distribution system
1) In the area of retail business including chain stores and wholesale business including
foreign trade, equal nationd treatment, easing restrictions on trade areas, and relaxing
limitations on the number of foreign enterprises,
2) Admitting Franchise enterprises, and
3) Admitting foreign-owned manufacturing enterprises to establish distributors.

From the middle of November, China made an officid offer to the member countries
which was based on the offer to Japan. At the beginning of December, Chinaintensively talked
over the services market with the member countries. The revised offer was gppreciated to
some extent, limitations on the liberdization of the distribution industry (only joint ventures are
admitted), redtrictions on trade areas, quotas, restrictions on the ration of foreign capitd, the
minimum requirements which foreign enterprises must meet became the subjects for discussion.
As for the digribution industry, which is closgly related to the liberdization of the product
market, the financia market, the qudification for accountants and lawyers, and the transport
industry, were regarded that it needed to be reconsidered by member countries. It was a
dissppointment for member countries that no offers were made regarding the
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telecommunication industry and further offers were to be required.

5. Factorsbehind China sWTO policy taking over its APEC Policy
in 1997

This section is to suggest the political and economic backgrounds that influenced
Chinas policy for the liberaization of trade and investment in 1997.

5-1. Poalitical backgrounds

1) Until 1996, China had been in a politicd trangtion phase, the Jang Zemin adminigtration
was gability-oriented and its policy making and management had been defensive. Although
China entered into post Deng Xiaoping era, consdering the political circumstances
surrounding the Jiang Zemin administration, the current group leadership was expected to
remain intact until the 15thCommunist Party Conference in September 1997. Because of
many difficult political and economic problems in Ching, the priority for the Jang Zemin
adminigration was the redization of stable growth and the maintenance of the status quo.
Therefore, it was highly likedy that the fundamenta indtitutional reforms and the sound
policy management would not be implemented. Instead, policies were expected to incline
toward "domedtic-fire".

However in 1997, the Jang Zemin adminidtration overcame Deng Xiaoping's demise
in February, and achieved a great success in returning of Hong Kong to China in duly, the
fifteenth Communist Paty Conference in September, and the Sino-US summit a
Washington D.C. in October. The politicd power of the Jang Zemin adminigration was
enforced and the adminidtration became ready to cope with domestic problems. The
adminigration was prepared to reform state-owned enterprises, which had been one of the
maost imminent problems.

2) In early 1997, Chinaintended to <ettle the bilaterd negotiations with the United States for
Chind s accession to the WTO, by the Sino-US summit a Washington D.C. in October.
3) Chinaworried about the issue of Taiwan's accesson to the WTO might come aheed of the
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bilateral negotiations for China. (Negotiations between Jgpan and Tailwan cameto anendin
February 1997, while negotiations between the United States and Taiwan came to an end
in February 1998.)

5-2.  Economic backgrounds
1) China's palicy for state-owned enterprises reform changed. China planned to sweep away
deficitsin state-owned enterprise sector in 3 years. Details are as follows:
The government selected 120 leading enterprises to hold and support;
The government decided to support superior enterprises by M&A and finance, for
example, in motorbike and petrochemical sectorsin 1997,
The government decided to assist generd trading companies,
The government decided to put smdl and medium-sized enterprises in market competition,
and approved the bankruptcy and “scrap and build™*;
The government decided to promote stock corporations in Chinafor facilitating M&A and
fund raisng from domestic and international markets, and
The government decided to promote foreign capitd introduction for encouraging
technology trandfer, facilitating M&A and carrying out aindudtrid system reform.

2) China worried about a rapid decrease of foreign drect invesment into China in 1996 and
1997. China wanted foreign firms (investment) to cooperate for M&A, technology tranfer,
human resources development and finance, to solve serious problems of sate-owned
enterprises.

3) Chinaredlized the merits of accession to the WTO,
abolition of discriminatory measures of the United States and the EU such as anti- dumping
and quotas, and
dispute settlement under the WTO rules are beneficid to both China and the member
countries.

6. Problemsof negotiations for China’'sthe accession tothe WTO

1 The National Statistics Bureau forecasted that 15% of the state-owned enterprises would bankrupt
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For China and the WTO member countries, China's on to the WTO isimportant
for reasons such as:

1) Chind s influence on internationd trade is becoming bigger. It is important for the WTO to
integrate Chinato an internationd trade system through the WTO;

2) It will be of benefit to both China and the member countries if China acts within the WTO
framework. Trade and investment relaions will be stabilized if China's economic system is
harmonized with internationa rules. It is dso beneficid because disputes over trade and
investment will be settled under the WTO rules,

3) Taiffswill be reduced, import quotas will be diminated, service trade will be liberdized and
the Chinese market becomes more accessible. (It will be beneficia especidly for Japan who
has a close trade relaion with Ching); and

4) China can expect the United States and the EU to diminate discriminatory treatments

such as anti-dumping measures and quotas. China can aso expect the United States to

treat her as a most-favored-nation.

This section will review problems and future views of negotiations a the WP for Chind's

the accesson to the WTO.

At the WP on March 1997, China and the member countries reached an agreement on trade
rights. At the WP in May, they agreed on the judicid investigation (dl adminigtrative orders
have to pass the judicid investigation. China agreed to make no exceptions for the Patent Act
and the Trademark Act) and the regulation on discriminatory trestments (the abolishment of
discriminatory pricing). China's offer on subsidies, which was required to be claified, was
condderably improved. At the WP in July, the revised protocol (for quotas, subsdies, and a
standards and validation system) and the promise to abolish the subsdies for the agricultura
industry were appreciated.

The following problems remained. The negotiations on the protocol were left undone

within 5 years. The National Planning Committee estimated that 170 million people would be unemployed.
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since July, because the negotiations on the liberdization of China s market were given priority.

1) A standard and validation system, food sanitary measures, and quarantine

The member countries required Chinato unify two different systems of laws, sandards, and
ingtitutions between domestic products and import products. China committed to unify the
two systems of laws and standards, but denied unifying the two indtitutions. The member
countries aso required China to present the list and information of the import goods which
should be under compulsory ingpection.

2) TRIM
The messures to foreign enterprises in China such as the requirements of export and

technology transfer, were required to be abolished.

3) The special measures against China
Foecial safeguard measures against China
The United States and EU required the WTO to relax the conditions for the sysem to
impose the restrictions of urgent imports from China.
Anti-dumping measures
The United States and EU have required to smplify the mechanism of verify dumping price,
but Chinais opposed to introducing the specid measures.
Safeguard measures
The article to abolish the agreement of the WTO, when a dispute over trade and the
implementation of the protocol cannot be settled.
Current account article
The conditions for trade redtrictions such as quotas because of current account were

required to be strict.

These problems are politicaly difficult to solve and remain unsettled at this stage. It has
been said that the only way to solve these problemsiis the politica solution between China and
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the WTO member countries. At the time of writing, the future schedule of negotiations for
China s the accesson to the WTO in 1998 is as follows:
February : The representative of the USTR vidts China
March  : The next WTO-WP.
April  : Quadrilaterd trade talks among the US, the EU, Canada, and Japan.
May : The GATT/WTO's 50-years anniversary and minister-level conferences.
: G7 Summit Meting.
June  : The US Presdent vidts China
Fdl . Presdent Jang Zemin vigts Japan.
November : A mid term eection in the United States.
: APEC Maaysamesting.

After the Sino-US summit at Washington D.C. in October 1997, Chinaintended to settle
the bilatera negotiation with the United States by the time the US President would visit China
in 1998. Also, China intended to sdttle dl bilaterd and multilaterad negotiations for China's
accesson to the WTO before the GATT/WTO's 50-years anniversary and minister-leve
conferences in May 1998. The US Presdent will vigt China in June, but there il remain
politicaly difficult problems of negotiations. It seems to be a difficult Stuation to stle dl
bilateral and multilateral negatiations for China' s accesson to the WTO prior to the conference

in May and even by the end of 1998.

7. Conclusion --What does APEC mean for China? What is the
Role of APEC for China?--

China's APEC policy had played an important role for the liberdization of trade and
investment in China since 1995, when China falled to be an origind member of the WTO.
However, in 1997, there were excdlent progress and results in negotiaions for China's
accession to the WTO. It seems that China's WTO policy replaced its APEC Policy for the
liberdization of trade and investment. Chinds policy for the liberdizaion of trade and
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investment faced a wurning point in 1997. This section will consder what APEC means for
Chinaand try to re-define the role of APEC for China.

APEC 4ill remains as important organization for China for the following reasons.

1) The preparation and step for the accession to the WTO through adjusting the domestic
economy to the international environment, such as the “accumulating practices and
experiences’, “winning international confidence by the achievements’, as results of the
commitment to APEC.

2) The APEC approach of "voluntary and cooperative liberdization of trade and investment”
is different from the WTO gpproach, and compatible with the current economic Stuation
in Ching, facing various difficult problems.

3) China wants to obtain economic and technical cooperation from member economies
through the APEC scheme.

4) China wants to solve the FEEEP problems and the protection from the recent Asan
Finance Crids (Asan Currency Crids), for sustainable economic growth through the
APEC scheme.

5) At the APEC Vancouver Meeting in 1997, Russa s membership of the APEC from 1998
was gpproved. APEC will possibly become a paliticaly important scheme, including the
United States, Russia, China and Japan.

6) A diplomatic channel has been devel oped between Chinaand Taiwan.

It was reported that, a the APEC Vancouver Medting in 1997, China requested
Mdaysa, that was to be a chair of the APEC in 1998, to concentrate on economic and
technica cooperation a the APEC Maaysia meeting. In the near future, it seems that China
will give are-definition of the APEC. (Not only the preparation and step for the accession to
the WTO, but aso economic and technica cooperation, FEEEP problems, Asian financid

problems, and so on.)

It is important for APEC that China will maintain interests, because the Chinese economy
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has become too big and important to be ignored by the internationad economy, and China's
participation in APEC is extremely important in order to involve China into the internationa
framework.

APEC adso hasto make efforts to redlize Chinas accesson to the WTO at an early stage,
by proposds and coordination of multilateral economic cooperation usng the APEC
framework in order to help China maintain economic growth and to promote trade and
investment liberdization

In the future, APEC will be caled upon for further efforts on the following issues

1) To persuade the United States and other countries to make a politica decison to Chind's
accession to the WTO;

2) On the difficult question of treetment of China in particular, APEC should propose
specific content and period for the treatment; and

3) To make proposals and the coordination of the multilaterd cooperation for FEEEP

problems and Asian Finance Crisis using the APEC framework.
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Annex 1. China'sIndividual Action Plan (1997)

Issue

Term

Content

Tariffs

Short

Reduce the simple average level of tariffs to around 15%.

Middle

Further reduce the level of tariffs.

Long

Further reduce the level of tariffs.

Non-tariff Measure

Short

Identify and review all NTMs;
Further reduce or relax NTMs; and
Ensure the transparency of NTMs.

Middle

Further reduce NTMs and eliminate all NTMs inconsistent with the WTO
agreements.

Services
1.Financial Services

Short

Banking business: The number of business institutions set up by foreign banks
will be gradually increased on the basis of the present 24 open cities.

Insurance business: Based on the pilot experiment, the number of insurance
institutions set up by foreign insurance corporations in China will be increased and
the areas for foreign access expanded gradually.

Securities business: The number of business institutions set up by foreign
securities institutions in China for pilot experiment will be increased progressively.

Middle

Banking business: The geographical restrictions on the opening up of the financial
sector will be further relaxed and the pilot experiment on the RMB business
conducted by foreign banks will be further expanded.

Insurance business: The opening up of the insurance market will be gradually
expanded to several coastal cities and more foreign insurance corporations will be
granted the opportunity for market access.

Securities business: The number of business institutions set up by foreign
securities institutions will be gradually increased and the pilot experiment on the
trading of A shares will be carried out.

Long

The opening up of China's financial services sector will be further expanded. Foreign
financial institutions will enjoy  "national treatment” in terms of many
requirements.

2.Commercial Retailing

Short

Continue pilot programs of equity and contractual joint ventures in the 11 cities, and
expand as appropriate the numbers of the joint ventures;

--Expand the equity and or contractual joint venture chain stores to the above
11cities;

--Formulate and promulgate the regulations on the opening of wholesale enterprises
and select one or two areas to set up equity and/or contractual joint venture
wholesale enterprises with the priority given to the distribution centers with
wholesale functions.

Middle

--Expand the area of equity/contractual joint venture experiments to all provincial
capitals and economic centers;

--Open more equity/contractual joint venture chain stores and open more areas;
--Open more equity/contractual joint venture wholesale enterprises and open more
areas.

Long

Wholly foreign-invested retailing enterprises will be allowed.

3.Transportation

Short

As China's market of marine and road transportation has been quite open, the
supply of the two services may fully meet the requirements of the society, and a
competition mechanism has been formed, which helps increase the service quality
and reduce transportation prices, China will regulate the market through enhancing
legislative support and further integrate with international management practices.

Middle

Upon China's accession to the WTO, China will honor its commitments on marine
transportation in GATS and further expand its market of marine and road
transportation for foreign investment.

Long

Further relax the conditions for the establishment of equity and contractual joint
Ventures regarding marine and road transportation.

4. Telecommunication

Short

Work out a programme for compliance with the international rules for trade in
value-added network services.
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5.Tourism Short | Carry out pilot programs of Chinese-foreign equity joint venture travel agencies in
five cities on the basis of the previous 12 state level tourist/holiday resorts

Middle | Progressively expand the scope of pilot programs of Chinese-foreign equity joint
venture.

Investment Short | -Update China's report of investment regimes in a timely manner;
--Improve transparency of China's investment regimes;
--Progressively increase the number of operational agencies set up by foreign banks;
--Further expand the pilot programs of equity and contractual joint ventures in
terms of commercial retail and wholesale;
--Continue pilot programs of equity joint ventures of foreign trade companies in 2
cities;
--Designate five more cities on the basis of the experience of previous 12 state le\
joint venture travel agencies in tourist/holiday resorts;
--Gradually expand sectors for foreign investment;
--Gradually render national treatment to foreign-funded enterprises;
--Implement Uruguay Round agreements after China becomes a member of WTO.

Middle | Further broaden overseas investment sectors and remove restrictions.

Long Further deregulate investment policies towards eventual realization of investment
liberalization in accordance with international practices.

Standards and Short | Align Over 60% newly developed national standards with international standards.
Conformance Middle | Transform the existing ISO and IEC standards into national standards, except those
1.Align with unsuitable due to geographic climatal and technological reasons. Perfect products
International standards certification system registration/certification and auditor/assessor training;

Long Align the development of national standards with the activities of international

organizations.
2.Mutual Recognition Short | Participate in the process of selecting new priority areas for MRAs and develop
Arrangements mutual recognition in some fields and seek to enter into mutual recognition
arrangements with other APEC members in the following products and areas: toy,
cement and electromagnetic compatibility.
Participate in the APEC mutual recognition arrangements in the field of food.
Currently there are 834 imported products in terms of 8 digits HS code in the List of
Import and Export Commodities Subject to the Inspection Enforced by the
Commodity Inspection Authorities. Upon China’s accession to WTO, 100 imported
products will be removed.

Middle | Seek to conclude mutual recognition arrangements with other APEC members in the
following products: automobiles and components, gas and gas utensils, television
sets, television Kkinescopes, refrigerators, compressors for refrigerators, air
conditioners, electric tool, vacuum cleaners, electric rice cookers.

Seek multilateral recognition arrangements with Australia, Korea, Japan, Thailand
and Singapore by 2005
Long By 2020, conduct MRA with APEC members in all mandatory and non-mandatory
sectors.
3.Technical Infrastructure | Short | Auditor Registration: practice national registration institution of auditor inside.
Development and Laboratory Accreditation: gradually complete the laboratory national accreditation
Cooperation system in line with the guidelines of ISO/IEC with an aim to enter APLAC MRA and
seek bilateral or multilateral mutual recognition with Asia and Pacific region and
more extensive region.
4. Transparency Short | Participate in the information exchange in the field of toy safety.
Participate in the related investigation of SCSC, exchange information with other
APEC members and ensure the transparency of standards and conformance.
Compile and analyze laws, regulation and standards of other APEC member
economies.
Middle | Carry out standards information exchange as required by WTO/TBT.

Customs Procedure
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Intellectual Property Short | Intensify research efforts in laws and regulations related to IPR, and prepare for
Rights amendment of related laws and the amendment of Trademark Law;
Strengthen cooperation with related international organizations, launch training
programs for IPR protection staff and prepare to establish China Intellectual
Property Right Training Centre, open a national legal knowledge campaign for IPR
enforcement.

Middle | 1) Make further amendments to the Patent Law in line with the impact of new
technological sectors on patent protection, further improve patent approval
procedures and consistent with related international convention;

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

3) Amend the Copyright Law in line with international conventions to combat
infringing;

4) Issue the Regulations for Protection of Layout Design of Semi-Conductor; and

5) Promulgate the Act on Protection of Commercial Secrets.

Improve administrative enforcement through establishment of a administrative
Enforcement process for IPR protection, while strengthening judicial tools to form an
in-time, convenient, and effective enforcement mechanism.

Long Further improve China's legal system for IPR protection in keeping with the
development of China’'s market economy; and
Carry on the legal knowledge campaign for IPR protection to heighten public
awareness.

Competition Policy Short | Review the laws and regulations on countering improper competition and unfair
trading;
Draft and enact the law and regulations concerning anti-monopoly, perfect the legal
system, e.g. strengthening the drafting and research work on the anti-trust law;
Draft and promulgate relevant regulations concerning anti-dumping, countervailin
and safeguard measures;
Enhance the legal exchange concerning the fair competition with other APEC
economies or international organizations. Study the advanced experience of other
APEC economies;
Enhance the enforcement and supervision of laws and regulations, e.g. strengthen the
supervision on the price, quality and measure. Crack down on the illegal activities of
producing and selling fake and inferior commodities take strong measures against
fraudulence and monopoly over price. Protect the producer and consumer’s legitimate
rights.

Middle | Transform the traditional planned economy system into market economy system.
Reorganize the state-owned enterprise by way of joint operation, merger and joint
stock cooperation in order to make them become the true competitive participants in
the market. Set up a market system with unified, opening and fair competition;
Through the legal and economic methods, regulate the market circulation order,
break the regional blockade and sector separation; and

Government Short | Review its government practices and consider reforming its procurement system;
Procurement Start experiment of tendering on government procurement projects; and
Participate actively in developing a set of APEC non-binding principles
Middle | Continue to enhance exchange of information on government procurement systems

and practices with member economies;

Provide on-job training for procurement personnel with the goal of creating an
efficient administrative management of procurement;

Reform its government procurement system gradually and improve procurement and
tendering procedures to enhance openness, transparency and fair competition;
Promulgate and perfect a complete set of laws and regulations on government
procurement, taking into account their consistency with WTO Government
Procurement Agreement; and

Expand the scope of experiment of tendering on government procurement projects.
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Long

Gradually establish and improve procedures and system of government procurement
so as to realize their integration with universally-adopted international practices;
Make all information related to government procurement systems, procedures,
opportunities and tender necessary for bidders accessible to all interested parties;
and

Eliminate preferences for suppliers and services providers on government
procurement and open government procurement market mutually to each APEC
economies.

Deregulation

Short

Review the regulations on trade and investment, simplify licensing procedures,
Promote and improve fair competition mechanism;

Reduce the number of import products handled by designated companies;

After China’s accession to WTO, 100 import products in term of 8 digits HS Code
will be removed from the List of Import and Export Commodities Subject to the
Inspection Enforced by the Commodity Inspection Authorities, which includes 834
import products at present.

Middle

Replace the approval system with registration system for granting trading rights
within 5 years upon China’s entry into the WTO;

Phase out, within 5 years upon China's entry into the WTO, the practice of|
designating importers for the 5 items including rubber, timber, plywood, wool ang
acrylic fibers, for steel products, within 6 years;

Further review and liberalize regulations on trade and investment and seek to
remove obstacles standing in the way of trade and investment.

Rules of Origin

Short

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

Middle

Unify China's rules of origin for import and export based on the agreed the
WTO/WCO.

Dispute Mediation

Short

--Constantly enhance the transparency of laws, regulations and administrative
rules. Make all laws, regulations, administrative rules pertaining to trade and
investment publicly available in a prompt, transparent and readily accessible
manner;

--Strengthen the communications with other APEC economies and world
organizations. Exchange the information on dispute mediation;

--Enhance the quality of personnel engaged in arbitration and related affairs through
the “Arbitration Training Center” established;

--Strengthen the supervising work for the implementation of laws;

--Formulating relevant laws and regulations.

Middle

--Further perfect the laws and regulations related to dispute mediation;
--Strengthen dialogues with other APEC economies and world organizations and
exchange the information on dispute mediation with a view to assisting member
economies concerned to resolve differences in a manner that can help to avoid
confrontation and escalation.

Mobility of
Business People

Short

The following are under consideration:

1.The possibility of issuing multiple entry visa to business people;

2.Review of existing visa regulations and possibility of further simplifying the
procedures;

3.Accelerating visa approval, computerization and modernization process of customs
examination at ports; instituting extensive computerized-code examination;
speeding up the customs procedures; and reduce the waiting time for examination,
and

4.Explore the possibility of participating in the scheme of APEC Business Travel
Card.

Middle

Continue to improve regulations concerning entry visa for business people, with the
aim to meet the greater need of global mobility of business people.

Long

Further explore policies and measures to facilitate entry/exit of business people
into/out.
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Implementation of U | Short [ Fully implement Uruguay Round Agreements after China's accession to WTO.
R
Information Collection | Short [ --Actively participate in the TID Working Group of APEC on the establishment of

and
Analysis

commercial, trade in services and investment databases, and improve China’s
performance on data collection concerning trade in services and investment

--Join the efforts of APEC economies to establish APEC Tariff Database, and
participate in other collective actions of APEC in accordance with Osaka Action
Agenda.

--Study and evaluate the impact of trade and investment liberalization on various
sectors;

--Study the relations between sub-regional trade arrangements and APEC trade and
investment liberalization and the impact of the former on the latter;

--Investigate and analyze its own trade and investment barriers.

Source: China's Individua Action Plan in 1997
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Annex 2: China’ sIndividual Action Plan (MAPA) in 1996--Highlights

Tariff: By 2000, reduce the level of smple average taiff rate from current 23% to around
15%, and make further reductionsin the medium-long term.

Non-tariff measures. In the short term, review current 384 items of NTMs and gradudly
reduce or relax these NTMs while ensuring their transparency. In the mid-long term, reduce
and diminate dl NTMs inconsastent with WTO agreements.

Service: In the sarvice areas such as banking, insurance, security, commercid retailing,
transportation, energy, telecommunication, and tourism, further carry out its reform and
opening policy and provide more market access and busness opportunities to foreign
companies.

Investment: In the short term, improve trangparency of investment regime and open more
sectors for foreign invesment. In the mid-long term, implement rdevant WTO agreements
after its accesson to the WTO and further expand areas and reduce restrictions on foreign
investment with aview to achieving free and open invesment in the long run.

Standards and Conformance: Fully implement the collective actions formulated by the
SCSC of APEC, and take specific actionsin four areas: dignment with international standards,
mutud recognition of conformity assessment, cooperation on technica infrastructure and

transparency.

Customs Procedures. Fully implement its individud action plan of the collective actions
agreed in the SCCP, especialy those actions for the redization of the nine objectives liged in
the collective actions of SCCP.

Intellectual Property Rights: In the short term, revise or draft and publish relevant laws,
rules and regulations to perfect China's legidative system in the area of intdlectud property
rights. Meanwhile, optimize adminidrative enforcement messures and strengthen judicid
measures by establishing a set of executive procedures for IPR in the long term.

Competition Policy: Study and develop ardatively complete market competition mechanism
and introduce it into more economic sectors in the short term. For the mid-long term, take
various measures to complete the trangtion from a traditionaly planned economic sysem to a
market economic system.

Government Procurement: Development of common understanding on government
procurement policies and systems, as wdl as those of other APEC economies. Aim to
edtablish a government procurement system in China and achieve liberdization of government
procurement markets throughout the Asa-Pacific region.
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Deregulation: Further improve trangparency of adminigtrative regime and reduce trade and
investment distortions caused by domestic rules and regulations.

Rules of Origin: Participate in the harmonization and unification of technical agpects of ROO
currently undertaking by WTO/WCO and drive for condstency with the agreed rules
concluded by WTO/WCO.

Dispute Mediation: Encourage cooperation in addressing economic disputes and facilitate
the application of procedures for timely and effectively resolution of disputes between private
entities, between governments as well as digputes between governments and private entities,

Mobility of Business People: Consider new measures to improve regulations concerning
entry visa for business people and further explore measures to facilitate entry/exit of business
people with the am to meet the greater need for globa mohility of business people.

Implementation of UR Outcomes. Fully implement UR agreements after China's accession
to WTO.

Information Gathering and Analysis. Actively participate in the collective actions with other
APEC economies.

Source: Chind's Individua Action Plan in 1996
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Annex 3. Joint Statement by the Heads of Delegation of Japan and
the PRC --On the Japan-PRC Bilateral Negotiations on
China's accesson to the WTO (4 September 1997,
Beijing)--

On the bads of the hilaterd negotiations on Chinds accesson to the World Trade
Organizations WTO ,held on 27,28 and 29 August 1997 in Tokyo and on 2 and 3
September 1997 in Bdjing, the two Heads of Delegations of Jgpan and the PRC have noted
with satisfaction that a mgjor substantia progress has been made and wish to jointly announce
the following:

1. Both sides shared that view that, as a result of the discusson conducted o far, which is
briefly described below, a framework towards agreement on the market access of goods
has been established.

a The two sdes have reached a common recognition that the bilatera negotiation on tariffs
and phase-in period is completed.

b. The two ddes reached a common understanding on non-tariff-measures NTMs
regarding the base vaue, the phasing out timetable and the growth rates of import quotas.
The two sSdes decided to conduct further negotiations regarding specific issues on the
adminigration of the NTMs by China

c. The wo ddes have reached a common recognition that the bilaterd negotiation is
completed on China's slandards and certification systems.

2. In the area of trade in sarvices, the Chinese delegation has indicated that it is ready to
provide a substantia offer covering a wide range of sectors of interest to the Japanese Sde,
including, among others, distribution. The Japanese sde expressed its appreciation for the
endeavor made by the Chinese sde, and conveyed its hope that Chinese offer would
provide a good bass for further negotiations.

Recognizing that an agreement in the areas of trade in services is an indispensable dement in

achieving a stisfactory concluson of the overdl hilaterd negotiations, both sides have
decided to intengfy ther efforts so that a mutudly satisfactory agreement on trade in
services can be reached as soon as possible.

3. Bdieving that an early concluson of the bilatera negotiations on goods and services will
contribute to further strengthening the strong ties of friendship that exist between the two
countries, both ddes renewed their determination to intendfy ther efforts to resolve the
remaining outstanding issues,

They dso redffirmed their determination to continue to work closdy in Working Party
negotiations in Genevaas well, with aview to redizing Chinds early accession to the WTO.

Source: Joint Statement by the Heads of Delegation of Japan and the PRC.
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Annex 4. Major Events in 1997, China's APEC Policy/Negotiations

for Accession tothe WTO

Month Event Category
January Tariffson 14 articles were reduced. APEC/ WTO
February Japan-Taiwan negotiations on Taiwan’s admission to the WTO came to an | Taiwan/ WTO

end.(Embargo on Japanese-made automobiles was removed.)
March China agreed to remove import quotas on 385 articlesfor 12 years WTO-WP
China agreed to liberalize trade 3 years after its admission to the WTO | WTO-WP
(Abolition of Trade Rights).
China agreed to implement Agreement on Trade of Intellectual Property Rights | WTO-WP
(TRIPS) immediately.
China promulgated and enforced Anti-dumping Act. WTO
April The WTO secretary-general visited China and demanded drastic market | WTO
liberalization.
May Although China's early entry into the WTO was supported at 4 countries | WTO
meeting on commerce, Chinawas demanded to liberalize its market drastically.
China agreed to eliminate discriminatory measures before its entry into the | WTO-WP
WTO (Non-discriminatory Principle).
US decided to renew the MFN treatments for China (1 year) MEN
June China hoped to settle the WTO admission problem by the time of the| WTO
American-Chinese talksin October.
July China approved the establishment of joint enterprises. WTO
Tariffs on 160 articles were reduced (China-Japan negotiations). WTO
Tariffs on 300 articles were reduced (China-Japan negotiations). WTO
China agreed to eliminate import quotas on 385 articles 8 years after its entry | WTO
intothe WTO.
August The US classified China as a country changing into a developed county and | WTO
demanded as high a level of market liberalization as that of industrial
countries. WTO
The US was pessimistic about the settlement of the China’'s WTO admission
September problem before October. WTO
China agreed on the tariff problem in the WTO admission negotiations (China
compromised on tariff on products). WTO
The average of tariffs on 3600 industrial articleswas reduced from 47% to 17%. | APEC/WTO
China agreed to eliminate import quotas on automobiles 8 years after its entry
October into the WTO. WTO
The average of tariffs on 4874 articles was reduced from 23% to 17%. WTO
China expressed that it settled the WTO admission negotiations with the US
by the first half of the next year, when the US president would visit China. WTO
China and the EU composed a memorandum on economic cooperation in 5 | WTO
November areas. WTO
Chinaannounced its entry into the Information Technology Agreement (ITA). | APEC
Chinaagreed to permit ajoint retailer 5 years after its entry into the WTO. APEC/WTO
December | Vancouver APEC Conference WTO-WG
China agreed to reduce the average of tariffsfrom 17% to 10%.
China approved the establishment of a foreign-owned subsidiary insurance | WTO-WG
company. WTO

China agreed to permit ajoint retailer 2 years after itsentry into the WTO.
Chinainvestigated dumping of the US, Canada, and Koreafor thefirst time.

Source: Newspapers in China, the United States and Japan.
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negotiations
Item Satus
Preamble Agreed
1 Generd Rules Agreed
2 Trade system
(A) | Conggtent application Agreed
(B) | Specid economic areas Agreed
(C) | Trangparency Agreed
(D) | udicid investigation Agreed
3 Non-discriminate principle Agreed
4 Specid trade agreement Agreed
5 Traderight Agreed
6 Nationd trade Related issues are
negotiated.
[Annex 2a: Nationd trade] Under negotiation
[Annex 2b: Specid trade] Under negotiation
7 Non-tariff measures Under negotiation
[Annex 3: NTM lig] Under negotiation
8 Import and export permission procedure Agreed
9 Foreign exchange control Under negotiation
10 Price control Under negotiation
[Annex 4: Price control] Substantialy agreed
11 Subsidies Under negotiation
[Annex 5a: Report]
[Annex 5b : Abolition] Subsdy abolition
12 BOP aticle Under negotiation
13 Import and export tax Substantialy agreed
14 Agriculture Substantialy agreed
15 Standards and validation Under negotiation
[Annex 7 : Compulsory investigation] Substantialy agreed
16 Sanitary and quarantine Substantialy agreed
17 Reservation Agreed
[Annex 8 : Import restriction] Under negotiation
18 Temporary review mechanism Under negotiation
19 SG
(A) | Specid SG Under negotiation
(B) | Generd SG Under negotiation
20 Anti-dumping measures Under negotiation

Source: Ministry of International Trade and Industry of Japan.

220




