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Executive Summary

China joined apec in 1991 and from the start has been supportive of the Bogor Goals in apec related to trade and investment liberalization and facilitation, and regulatory reform and regional technical and economic cooperation. China made significant changes by lowering import duties, eliminating non-tariff measures, liberalizing the limitations on services and foreign investment, amending laws and regulations to further open up the Chinese market to the outside world. With accession to the wto in 2001, China has greatly contributed to the trade and investment environment in the apec region, making an important step toward the Bogor Goals by generally lowering trade barriers and improving accessibility to goods and services imported from the rest of the world 

Regarding specific issues, China’s implementation of wto commitments has resulted in a significant improvement of its Individual Action Plan (iap), even though many of them are not fully reflected in every chapter. Trade barriers in the trade in goods and services have been continuously lowered for the past five years. China’s tariff structure, relative to its pre-wto accession, has shown much improvement. China has already accomplished its required reduction according to its wto schedule. China’s tariff strategy hinges on developments in the wto dda negotiations, although it has begun to engage a limited number of preferential trading arrangements. Also, non-tariff measures like import quotas have been abolished as planned, and legal provisions for the enforcement of trade standards, such as anti-dumping regulations and other safeguards, are wto-compliant.
After three decades of rapid economic growth led by the manufacturing sector, China now aims at upgrading its industrial and export structure by shifting focus on its service industry, and it appears that China sees liberalization as an effective tool for this purpose. Overall, China has successfully implemented its commitments to wto which were due in 2006, although there remain some areas over which apec members have expressed concerns. However, particularly in some sectors like banking and the securities market, China has liberalized beyond its obligation, indicating that liberalization is its basic policy direction. Also, while China’s initiatives are not fully reflected in its current iap, the actions that have been taken are certain to improve China’s iap in the future. 
The investment environment in China always has been of major interest to many economies. China has progressed to improve its overall fdi policy regime by enhancing transparency and abolishing many wto-inconsistent investment measures, such as its export performance and local content requirements. The Administrative Licensing Law is important as a statutory basis for the improvement of transparency in investment-related procedures. China has introduced new sets of industrial policy with a view to reshaping fdi structure toward more technology-oriented and resource-saving ones. ipr is an important factor of fdi as well as trade. Relative to the situation described in the 2003 Peer Review, China has made significant advances in ipr protection anchored on commitments from the highest political levels. A sustained effort has been noted in enhancing the legal framework, aided in no small measure by the imperatives of China’s wto commitments. Problems in enforcement are cropping up but specific measures are being put in place to contain the extent of ipr infringement. One favorable development is the growing domestic constituency for ipr protection. 

China sees the work on standards and conformance as an important cog in its developmental strategy. Its strategy of promoting its own standards for themselves to become international ones is very much compatible with the adoption of international standards. Since acceding to the wto in 2001 China has made considerable progress in realigning its structure on standards. Customs procedure is a main area of the trade facilitation action plan of apec and China appears to have devoted significant resources for the improvement of procedure and reduction of associated costs. China has engaged in 45 initiatives out of menu of 60 options for customs procedure. China’s initiatives are well integrated and have been seen to expedite customs clearance, thereby helping achieve the goal of reducing transaction costs by 5 percent as specified in the Shanghai Accord. 
China’s accession to the wto prompted the review of thousands of its laws; hundreds of new legislation were enacted and perhaps an equal or greater number were repealed. For instance, China has expended efforts to review existing laws on competition and to draft a more comprehensive law in the form of an Anti-Monopoly Law. In the area of enforcement, a number of cases have been pursued and concluded especially in the area of the Law on Countering Unfair Competition. Its membership in the wto has provided China with a great opportunity to establish a comprehensive regulatory framework that can support the market mechanisms of China’s economy.
Macroeconomic Developments and Trade Policy

1. Macroeconomic developments

The People’s Republic of China is one of the fastest-growing economies not only in Asia but in the world. Historically, China’s economy began to boom when market reforms were first introduced in 1979. In terms of real gross domestic product (gdp), it grew at an annual rate of 9.18 percent from 1988 to 2005. Recently, gdp grew by 10.9 percent in the first half of 2006 relative to the year-earlier period. China is thus a very significant player in the world economy today. 
Figure 1.1 shows the real gross domestic product (gdp) of China from 1988 to 2005. In rmb, China’s real gdp grew elevenfold from 1988 to 2005, which is an impressive performance by any standard. The following figure shows how striking China’s performance has been of late compared to last two decades. 

Figure 1.1. Real gross domestic product of China 

1988-2005, at constant previous year prices
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Source: Asian Development Bank (adb)

In terms of annual growth rate of real gdp, China has grown at a consistently high rate since 1988 (see Figure 1.2). The highest jump in growth rates was achieved in 1991, with 9.2 percent growth from 3.8 percent the previous year. Despite economic downturns and political instability in some Asian countries, China has continued to grow at an average rate of 8 to 9 percent annually in the last six years. In 2006, it grew by 10.7 percent—the fastest rate yet recorded. 

Figure 1.3 shows how per capita gdp, which is a common measurement of living standards, follows the historical trend of real gdp from 1988 to 2005. By 2005, China’s per capita gdp had increased tenfold from that of its 1988 figure.

Figure 1.2. Real gdp growth rates

1988-2005 
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Figure 1.3. Per capita gdp of China

1988-2005 
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Source: adb
Figure 1.4 shows the per capita gdp of China measured in US$ in comparison to other apec member economies in 2005. Thus, despite the growth of real gdp, and per capita gdp, the absolute value of per capita income is still low relative to other more advanced apec members. 

China is one of the largest economies in apec as measured by nominal gdp. The United States and Japan rank first and second, respectively, immediately followed by China with usd2,554 billion earned in 2005 (see Figure 1.5). 

Figure 1.4. Per capita gdp for apec economies

2005
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Source: apec web site, http://www.apec.org/apec/member_economies/general_economic_indicators.html 

Figure 1.5. Nominal gdp for selected apec economies

2005
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Source: http://www.apec.org/apec/member_economies/general_economic_indicators.html 

Market prices have also risen throughout 2003 and 2004, as plotted in Figure 1.7. In two consecutive years, the level of consumer prices increased by 1.2 percent and 3.9 percent, respectively. Domestic production was also affected because the cost of imported goods began to increase. Luckily, in 2005, consumer prices started to decline at a rate of 1.8 percent, causing consumption to regain momentum. In 2006 prices continued to decrease by 1.5 percent, resulting in a 0.3 percent difference compared to the previous year’s cpi.

Figure 1.7. Consumer price index

Percentage (%) change year-on-year, 1988-2006
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Source: ADB and http://www.dfat.gov.au/geo/fs/chin.pdf 

Given the exchange rate over the period 1988–2005, it is notable that in the first five years the value of the Chinese rmb against the US dollar was relatively low (see Figure 1.8), with the exchange rate only varying between rmb3.7 to rmb5.8 per US dollar. Since 1994, the exchange rate between the rmb and the dollar has remained stable against the backdrop of changes in China’s trade balance.. This behavior prompted observers to state that the Chinese currency was undervalued. In more recent times, however, the rmb has been steadily appreciating. 

Figure 1.8. The rmb per US$

1988-2005
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Source: adb
China has been growing at an impressive rate over the last several years—already, it has overtaken Japan as the world’s third largest trader—and many economists believe that this growth will continue until well into the next decade. There are some aspects of China’s economy, however, that merit closer observation as these could dampen the pace of its performance.

There appears to be an imbalance between the slow expansion in job opportunities and general development between the urban and rural (mainly agricultural) sectors, and this is a cause for concern. Since a large chunk of gdp is generated from the industry sector (47.3 percent share in 2005), it stands to reason that most jobs are generated in this sector, compared to the agriculture and services sectors (see Figure 1.9). 

Manufacturing, a sub-sector of industry, contributed a share of 41.8 percent, which is almost half of the whole contribution of industry sector. Thus, an income-gap still exists between laborers working in industry sectors and rural workers in the combined agriculture and service sectors. 
In an attempt to address this issue, Chinese authorities have indicated that programs to increase the income of laborers from the agricultural sector will be pursued. Part of the policy includes developing agricultural products and expanding its variety to enable peasants to increase their incomes. 
Figure 1.9. Shares of major sectors in China’s gdp
2005 (in %)
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Source: adb
Chinese authorities are still coming to grips with reorienting China’s economy to operate on market-based principles. Observers note concerns in resource allocation mechanisms, particularly in state-owned enterprises and the banking industry. In general, Chinese authorities have committed the direction of policy to the improvement of the market economy in China. The aim of policy reform, according to China’s ‘Eleventh Five-Year Plan for National Economic and Social Development,’ is to encourage and consolidate the development of both public and private enterprise, and strengthening the economy by eliminating laws and policy factors restricting the development of both sectors. 

Environmental management is one of China’s challenges. Chinese authorities recognize environmental concerns and have included the policy objective of accelerating environmental protection in its Eleventh Five-Year Plan. Some measures include atmospheric pollution prevention in major cities of China, where plants are mostly concentrated. Among the measures that have been or are in the process of being put in place to reduce pollution are the installation of desulfurizing devices to help meet emission standards, and strict control of the construction of coal-fired power plants and high energy consumption enterprises. 
2. Trade policy

Trade plays a vital role in China’s economy. From 1988-2006 large inflows of foreign direct investment (fdi) led to tremendous increases in China’s exports and imports. The latest figures put fdi into China at usd67 billion—more than double the 1994 figure of usd33 billion. More than half of China’s trade is accounted for by foreign-invested firms, and as China’s fdi has grown twofold after little more than a decade (see Figure 1.10), China is now among the world’s largest economies, comparable to that of Japan and the United States. 

Figure 1.10. Foreign direct investment, net inflows

1994-1995 (in million US$)
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Source: adb
Chinese exports rose from usd47 billion in 1988 to usd969 billion in 2006, while imports over the same period grew from usd55 billion to usd791 billion (see Figure 1.11). In 2004, China surpassed Japan as the world’s third-largest trading economy after the United States and Germany. From 1988 to 2006, the size of China’s exports and imports increased by 20 and 14 times, respectively. 

The top five destinations of China’s exports in 2005 were the United States, Hong Kong, China, Japan, South Korea, and Germany. China’s exports to the United States amounted to usd762 billion, which is also 21.4 percent of the total exports. Among China’s principal exports in 2005 were office machines and data processing equipment, telecommunication equipment, electrical machinery, apparel and clothing, and miscellaneous factures. Thus, most exports originated from the manufacturing sector. 

On the other hand, the main sources of China’s imports in 2005 were Japan, South Korea, Chinese Taipei, the United States, and Germany. China imported a total of usd660 billion in 2005, which is 15.2 percent of total imports. Top products imported include usd137.7 billion-worth of electrical machinery, followed by petroleum and related products, professional and scientific instruments, office machines and data-processing equipment, and general industrial machinery. 

Figure 1.12 shows China’s trade balance from 1988–2006, reflecting a trade deficit in 1988–1989, and 1993. But from 1994 onwards China was able to maintain a trade surplus despite fluctuations in values. By 2006, China’s trade surplus stood at usd177 billion. 

In terms of trade surplus or current account as a percentage of gdp, the values tended to fluctuate. However, as mentioned earlier, trade surplus or current account has been in surplus from 1994 to 2005. 

Figure 1.11. Exports and imports

1988-2006 (in million US$)
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Source: adb
Figure 1.12. Trade balance

1988-2006 (in million US$)
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Figure 1.13. Trade surplus/current account balance as percentage of gdp
1988-2005
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Table 1.3: Exports and Imports for some selected apec economies (2005)

	apec Economy
	Exports (US$m)
	Imports (US$m)
	Trade Balance

	China
	762,327
	660,222
	102,105

	Japan
	595,269
	516,202
	79,067

	United States 
	905,978
	1,673,455
	-767,477


Source: http://www.apec.org/apec/member_economies/general_economic_indicators  

Central to the influx of massive investments into China is the lowering of its trade barriers, driven by its commitments to wto and apec-directed goals. 

In 2001, China became a member of the World Trade Organization (wto) and committed to implement reforms which are aligned with wto goals, among which are the lowering of trade barriers and improved accessibility of imported goods and services. 

Even before the accession of China to the wto, it was already an important exporter. As seen in Figure 1.11, exports and imports registered tremendous increases since China joined the wto, which seems to indicate that its membership in the wto has had a positive impact on China’s economy, especially in its trade sector.

Based on the responses of Chinese authorities in a questionnaire specifically designed for this review, most of the major industries have not suffered significant adverse impacts arising from China’s accession to the wto because of the following reasons: (1) most domestic industries had already been opened to foreign competition even before China joined the wto and had already absorbed some initial impact; (2) the five-year transition period in the accession process, during which the liberalization of major industries could be accomplished gradually, allowed industries to manage their adjustment to new conditions. Chinese authorities believe, however, that the full impact of liberalization on many industries will need to be observed over a longer period. A major challenge for domestic industries in China, and indeed in any country seeking to lower barriers to trade, is competition from abroad, especially after the transition period.

China is supportive of an early and successful conclusion to the Doha Development Agenda (dda) negotiations, having a special interest in the developmental aspects of the round. China believes that the issues around differential treatment with respect to special products and small and vulnerable economies, as well as similar provisions in the current dda negotiations are important issues, or at least as important as market access. China also supports the G20 position in the current gridlock in agriculture talks. 

From the start, China has been supportive of the Bogor Goals in apec, which are related to trade and investment liberalization and facilitation, and regulatory reform and regional technical and economic cooperation. Already China has embraced some changes by decreasing import duties, eliminating non-tariff measures, liberalizing the limitations on services and foreign investment, and amending laws and regulations to further open up the Chinese market to the outside world.

China joined apec in 1991, and since then has become very influential in determining subsequent economic policies in China—and for good reason, as the members of apec are among China’s most important trading partners. In 2005, the total value of trade between China and apec member countries exceeded one trillion US dollars, comprising 71 percent of China’s total trade volume. 

In addition, apec members are among the most important source of fdi into China. In 2005, investment into China by apec members amounted to usd39 billion—about 65 percent of total foreign investment inflow into China. So far, apec members have invested a combined total of usd485.9 billion into the Chinese economy. 

Sectoral Issues

1. Tariffs

Objectives:

apec economies will achieve free and open trade in the Asia-Pacific region through:

a. Progressive reduction of tariffs until the Bogor goals are fully achieved; and
b. Ensuring the transparency among apec economies with respect to tariff regimes.
China has made considerable progress towards the Bogor Goals in the area of tariffs, considering the pace of its tariff reduction since its opening up to the market economy. Since 1996 China has reduced tariffs in a series of unilateral moves, and from 2001, when China acceded to the wto, its progressive tariff reduction efforts have been governed by its multilateral commitments (see Table 2.1). In 2006, as in previous years, China closely adhered to its wto schedule of reduction. 

Table 2.1. China’s tariff reduction measures and average tariffs
1996-2006
	Year 
	Measures
	Average tariff

	1996
	Voluntarily reduce tariffs since April 1st (announced by former President Jiang in 1995 apec AELM)
	23.0 

	1997
	Voluntarily reduce tariffs since October 1st
	17.0 

	1998
	　
	17.0 

	1999
	Voluntarily reduce tariffs since January 1st
	16.7 

	2000
	Voluntarily reduce tariffs since January 1st
	16.4 

	2001
	Voluntarily reduce tariffs since January 1st
	15.3 

	2002
	Implement wto commitments since January 1st 
	12.0 

	2003
	Implement wto commitments since January 1st
	11.0 

	2004
	Implement wto commitments since January 1st
	10.4 

	2005
	Implement wto commitments since January 1st
	9.9 

	2006
	Implement wto commitments since January 1st
	9.9 


Source: China authorities, in economy visit 2007

As the figures report, average tariffs have fallen from 23 percent in 1996 to 15.3 percent in 2001 as a result of a series unilateral cuts. Upon accession in 2001, average tariffs fell from 15.3 percent to 9.9 percent in 2006. Thus, in a span of a decade, average tariffs have fallen at a rate of 1.3 percent per year. Since the last Peer Review in 2003, however, tariffs have decreased by around 0.4 percent per year albeit still according to the wto schedule. For 2007, China will continue to further reduce tariffs to 9.8 percent, a difference of 0.1 percent from 2006 figures. 

In absolute value, China’s current average tariff rate is about the same level as the apec-wide average for developing economies of 9.22 percent.
 In terms of import-weighted average applied rate, China’s figure is lower at 4.8 percent compared to corresponding figure for developing economies of around 6.41 percent, implying that the greater bulk of Chinese imports are items with lower tariffs, naturally. Perhaps, a more interesting feature in the tariff changes in China is the movement of tariff across different product groups as the following table reports:

Table 2.2. Average tariffs on different products 
2003-2006
	Category
	Average tariff rates (%)

	
	2003
	2004
	2005
	2006
	apec developing economies

	All goods
	11
	10.4
	9.9
	9.9
	9.2

	Agriculture excluding fish
	16.8
	15.6
	15.2
	15.2
	16.0

	Fish and fish products
	12.2
	11
	10.5
	10.5
	11.2

	Petroleum oils
	6.3
	6.3
	6.3
	6.3
	6.0

	Wood, pulp, paper and furniture
	7
	5.8
	5
	4.9
	6.6

	Textiles and clothing
	15.2
	12.9
	11.4
	11.4
	13.4

	Leather, rubber, footwear and travel goods
	13.6
	13.2
	13.1
	13.1
	10.5

	Metals
	7.4
	7.3
	7.3
	7.2
	7.0

	Chemical and photographic supplies
	7.4
	7.1
	7
	6.9
	5.5

	Transport equipment
	15.9
	14.5
	13.3
	12.8
	12.6

	Non-electric machinery
	8.6
	8
	8
	8
	5.7

	Electric machinery
	9.9
	9.2
	9
	9
	8.2

	Mineral products, precious stones and metals
	9.4
	9.1
	8.8
	8.8
	6.8

	Manufactured articles, n.e.s.
	12.3
	11.9
	11.7
	11.6
	8.8


Source of basic data: Ministry of Finance, China; Data for average tariff rates of apec developing economies of apec from Table 5.2 of Report of the Individual Action Plan (iap) Peer Review of Chinese Taipei, 2007/SOM1/011 Agenda Item: III. 
From 2003 (the last peer review) to 2006, all items except petroleum products experienced tariff cuts. In terms of relative cuts from 2003 levels, the Fish Products; Wood, Pulp, Paper and Furniture; Textiles and Clothing; and Transport sectors received the greatest cuts among the product groups. Notably, agriculture and fish products, sectors which generally enjoy higher protection in developed and developing economies alike, were subjected to tariff cuts. The sectors that received had lowest reductions in tariff, apart from petroleum products, were metals, leather, rubber, footwear, and travel goods. 

Compared to the average tariffs of other developing economies of apec, China’s tariff profile is about the same level. Tariffs on leather, rubber, footwear, and travel goods as well as chemicals are higher in China than the corresponding figures for the apec developing economies. In other product categories however, China exhibited lower average tariffs. 

China’s duty-free tariff lines, on the other hand, account for only 8.6 percent of tariff lines (from 3 percent in 2001), although the average proportion of such lines in other developing economies in apec is around 16 percent. The bulk of duty-free tariff lines are accounted for by the electrical and non-electrical sectors, which presumably are subject to the Information Technology Agreement (ita).

China bound 100 percent of its ad valorem tariffs in line with its accession negotiations in the wto. Even more strikingly, China’s most favored nation (mfn)-applied rates closely follow the bound rates indicating negligible overhang. This structure offers China’s trading partners more certainty with regard to the scope of China’s tariff policy.

China applied specific tariffs on 52 lines in 2003, which has subsequently been reduced to 49 lines (or 0.6 percent of total tariff lines) in 2006. These lines are mainly in photographic and cinematographic goods and poultry products. The wto Secretariat
 estimates that the average ad valorem equivalent (ave) of the group of lines with specific duties is 17.6 percent, which is higher than the average mfn tariffs.  It should be noted that incorporating the aves of the 49 lines does not significantly alter the overall mfn average, indicating a very small share of imports from this set of products. However, authorities question the findings of the wto Trade Policy review on the section of ad valorem equivalents. They state that since 2001 the ad valorem equivalent of the group of tariff lines with specific tariffs is no higher than the average mfn tariff. At present there are no plans to eliminate these specific duties. 

In a departure from common practice, in which processed goods usually face higher tariff barriers than unprocessed ones, China’s tariff schedule exhibits a negative escalation. The wto trade policy review reports that China’s overall tariff is subject to negative escalation between unprocessed and semi-processed products, and escalation between semi-processed and fully-processed products. This negative escalation was especially pronounced in 2005, between semi-processed/intermediate and processed products in Food, Beverages and Tobacco, and between unprocessed and semi-processed products in textiles and clothing.
 A negative escalation implies a bias against importation of less processed relative to more processed or intermediate goods relative to final goods. 
China has also shown significant progress in reducing peak tariffs. International tariff peaks,
 defined as those exceeding 15 percent, has tumbled from 40.1 percent of tariff lines in 2001 to 15.6 percent in 2005. On the other hand, domestic tariff peaks, or those exceeding three times the overall simple average applied rate, has increased from 1.7 percent of total tariff lines to 2.6 percent in 2005. The latter, of course, is a relative measure and is sensitive to the decrease in average rates. 
China’s current tariff structure, relative to its pre-wto accession, shows substantial improvement. Future steps for China’s tariff strategy hinges on developments in the wto dda negotiations, although it has begun to engage a limited number of preferential trading arrangements. Although the pace of tariff reduction has slowed somewhat in 2006, China has closely adhered to its commitments against the wto reduction schedule. It must be noted, though, that its tariffs on Leather, Rubber, Footwear and Travel Goods, and Chemical and Photographic Supplies are relatively high compared to the average among apec developing economies, signifying perhaps  a need for policy attention. 
2. Non-tariff measures 

apec economies will achieve free and open trade in the Asia-Pacific region by:

a. Progressively reducing ntms to the maximum extent possible to minimize possible distortion to trade;

b. Eliminating measures inconsistent with wto agreements; 

c. Complying fully with wto agreements in accordance with wto commitments; and

d. Ensuring transparency among apec economies with respect to non-tariff measures.

The non-tariff measures (ntms) discussed in this section include import quotas and licenses. Anti-dumping and safeguard actions will likewise be discussed, albeit in a broader context,. This chapter assesses the relative progress of China in the areas of the aforementioned ntms relative to the situation prevailing in 2003, or the period subject of the last peer review.

As in many aspects of its trade policy regime, China’s accession to the wto in 2001 introduced profound changes in the system of ntms. Most importantly, as part of its accession agreement, China committed to remove ntms according to a schedule that ended on January 1, 2005. Though the implementation of the phase-out was not without criticism,
 China was successful in eliminating the ntms according to the schedule. 

As of 2003 there were still eight products comprising 143 tariff lines that faced restrictions (import quotas and licenses, but not tariff rate quotas). These products included motor vehicles, natural rubber, etc. As Table 2.3 illustrates, much progress was made in removing ntms in the lead up to 2005, which was the end date of its wto schedule for the elimination of import quotas. By January 2005, all import quotas were eliminated and only import licenses remained. Thus, import quotas for all machinery and electronic products have all been eliminated, including those for automobile and parts, which was an area of concern raised in the 2003 Peer Review. As of 2006, only three products remained, spread over 83 tariff lines, including chemicals restricted under the Montreal Protocol, which require import licensing. In 2007, there is only one product subject to import license. 

Table 2.3. Coverage of import quotas and licenses (trqs not included)

	Year
	Number of products
	Number of tariff lines 
(8 digits)
	Value 
(in US$ billion)
	Share of imports (%)

	2003
	8
	143
	13.1 
	3.20

	2004
	5
	123
	6.5 
	1.10

	2005
	3
	83
	0.35 
	0.10

	2006
	3
	83
	0.072 
	0.01

	2007
	1
	10
	n.a.
	n.a.


Source: Ministry of Commerce (China); other China authorities during in-economy visit, 2007 
Since its accession to the wto, China has implemented anti-dumping regulation. For the period 2003-2006, authorities report that China conducted anti-dumping investigations on 26 products covering 40 tariff lines.
 Per notice given by China to the wto over the period 2002-2004, more than 50 percent of the cases concerned chemicals and products thereof, followed by plastics, rubber and articles thereof.

Two agencies of the Ministry of Commerce are tasked with investigating and determining incidents of dumping and injury. The Bureau of Fair Trade for Imports and Exports determines if there is a dumping incident, and the Investigation Bureau of Industry Injury assesses the injury done to the industry. Legal provisions for the enforcement of trade standards, such as anti-dumping regulations and safeguards, are wto-compliant although some trade partners have raised issues on non-transparency.
 China has not initiated any investigation on safeguards since 2003. 

Part of the accession agreement involves the introduction of tariff rate quotas (trq). Under a trq, a limited quantity of imports is allowed at a lower tariff rate, while a higher rate applies to subsequent imports brought in beyond the specified quantity. At present trqs are mostly applied to agriculture-based products, such as grain (wheat, corn, and rice), sugar, wool, wool top, cotton, and fertilizer. The import value of products subject to trq in 2006 was considerable at usd8.8 billion but is only 1.11 percent of total imports.

Efforts to comply with its wto commitments have, by and large, accounted for much of China’s progress towards the Bogor Goals since the last peer review. Import quotas have been abolished as planned, and legal provisions for the enforcement of trade standards, such as anti-dumping regulations and other safeguards, have been made wto-compliant. 

3. Services
Objective:
apec economies will achieve free and open trade and investment in the Asia-Pacific region by:
a. Progressively reducing restrictions on market access for trade in services;

b.  Progressively providing for, inter alia, most favoured nation (mfn) treatment and national treatment for trade in services.

China’s service sector is taking a progressively bigger role in economic growth as the economy continues to develop. From 1978 to 2006 the service sector grew at an average rate of 11.2 percent per year, which is nearly 2 percent higher than the overall gdp growth rate during the same period. More telling are employment figures, which show that the service sector’s share of employment rose to 31.4 percent in 2005 from 12.2 percent in 1978. Trade in services has increase by 35 times between 1982 and 2005, with total trade in services reaching usd157.1 billion in 2005 from usd4.3 billion in 1982. This rapid growth of the service sectors in the Chinese economy seems also to have spilled over to register an increased share in the world market from 0.6 percent to 3.3 percent during the same period. 
In spite of such rapid growth, however, there seems a lot of room for further development in the service industries. First, the share of service sectors in total gdp remains at 41 percent, which is far below both the world and developing country averages. The Chinese trade structure is still manufacturing-sector oriented, for now, but greater expansion in the Chinese service market is expected and Chinese policy direction toward this objective is of much interest to apec member economies.
In contrast to China’s performance in commodity trade, persistent trade deficits in services have been seen since 1992; and the size of the deficit has continued to grow. As seen in Table 2.4, Chinese trade in services is concentrated in some service sectors, such as transportation and tourism. As far as knowledge and technology incentive areas like financial service, consulting service, and insurance are concerned, China seems to be experiencing a case of stunted growth.
The ‘Report on the Development of the Service Industry’ (2006, mofcom) reflects the current situation and indicates some change in the direction of China’s trade policy in several respects. According to the report, China wishes to pursue a harmonious expansion of trade in both goods and services. The report identifies strategic areas in service exports, such as cultural services, computer information services, transportation, financial services, and insurance. Also, through this report, China for the first time provides statistics on trade in services that are consistent with wto standards.
Figure 2.1. Trendlines: China’s trade in services

1997-2005
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Table 2.4 China’s trade in services

(US$ million) 

	 
	2001
	2003
	2005

	
	Export
	Import
	Export
	Import
	Export
	Import

	Total
	329.03 
	390.31 
	463.75 
	548.52 
	739.09 
	831.73 

	1.Transportation
	46.35 
	113.24 
	79.06 
	182.33 
	154.27 
	284.48 

	2.Tourism
	177.92 
	139.09 
	174.06 
	151.87 
	292.96 
	217.59 

	3.Tellecommunication
	2.71 
	3.26 
	6.38 
	4.27 
	4.85 
	6.03 

	4.Construction
	8.30 
	8.47 
	12.90 
	11.83 
	25.93 
	16.19 

	5.Insurance
	2.27 
	27.11 
	3.13 
	45.64 
	5.49 
	72.00 

	6.Frinancial Service
	0.99 
	0.77 
	1.52 
	2.33 
	1.45 
	1.60 

	7.Computer information
	4.61 
	3.45 
	11.02 
	10.36 
	18.40 
	16.23 

	8.Payment for Patent
	1.10 
	19.38 
	1.07 
	35.48 
	1.57 
	53.21 

	9.Consulting Service
	8.89 
	15.02 
	18.85 
	34.50 
	53.22 
	61.84 

	10.Advertisment
	2.77 
	2.58 
	4.86 
	4.58 
	10.76 
	7.15 

	11.TV, Movie
	0.28 
	0.50 
	0.33 
	0.70 
	1.34 
	1.54 

	12.Other Business Services
	72.82 
	57.44 
	150.56 
	64.64 
	168.85 
	93.88 


Source: mofcom
In general, China has improved its iap significantly, and it is generally regarded that China has been successful in fulfilling its wto commitments by eliminating many limitations on market access in the areas of banking, insurance, telecommunication services, distribution services, and professional services, as well as by incorporating cross-cutting commitments regarding licensing procedures and ownership requirements.
 As far as market access for foreign services is concerned, among the 160 service sectors and sub-sectors under the wto classification, China has opened up more than 100 sectors, or 62.5 percent of the industry. The Chinese government has also enhanced transparency by introducing over 40 new laws and regulations to support the liberalization of banking services, insurance, securities services, legal services, retail distribution, tourism, and education.
The substantial liberalization of China’s services sectors seems to have contributed to the expansion of foreign service businesses in the Chinese market. For example, as of 2005, 72 foreign banks from 21 economies had established 254 operational institutions in China, and 177 foreign banks from 40 economies had established 240 representative offices in China.
 A total of 82 insurance companies were present in China by the end of 2005, among which 40 were foreign-invested companies. The distribution sector has been fully liberalized and is now completely open to foreign-invested enterprises with the elimination of restrictions with respect to number of business units, geographical location, and foreign ownership. In 2005 alone, the number of newly-established foreign-invested distribution enterprises exceeded the aggregate approvals from 1992 to 2004. As well, the market share of large foreign-invested chain-supermarkets in China are continuously expanding, claiming more than a quarter of the local market in 2005. 
Banking
The banking sector is an area in which China had accomplished a far-reaching implementation of its commitments to wto by 2006. The major accomplishments of the implementation include the removal of geographic restrictions on the business of foreign exchange; allowing foreign financial institutions deal in local currency with local customers; the elimination of any existing non-prudential measures restricting ownership, operation; and the granting of juridical personality to foreign financial institutions. According to the ‘Regulations on Administration of Foreign-funded Banks in the People’s Republic of China’ implemented on 11 November 2006, wholly foreign-funded banks and Chinese-foreign joint venture banks are no longer restricted from engaging in rmb business. However, a foreign bank branch may not engage in rmb business provided to Chinese citizens within China’s territory, except when receiving a time deposit of not less than rmb1 million each time from Chinese citizens within the territory of China. The rationale for the different treatment is based on the concern over liquidity as China regards it difficult to control the risks to which foreign parent banks of branches operating in China would be exposed. Also, from 2004, China had reduced the gap in working capital requirement between domestic and foreign banks. Geographical restrictions have as well been lifted, allowing foreign banks to conduct business in 25 Chinese cities. 

According to the ‘Administrative Rules of Foreign Investment Bank,’ competent financial institutions may offer payments and money transmission services, including credit, charge, and debit cards after securing approval from banking supervisory authorities. The ‘Administrative Rules of Banking Cards’ are currently being drafted, as well as relevant regulations on payments and settlement, which will comprise the basic laws and regulations governing commercial banks, including foreign investment banks. Completion of such legislation will meet the demands from some advanced apec member economies.

Securities
A significant portion of China’s commitments concerned allowing foreign services suppliers to establish joint ventures with foreign investment—with, initially, up to 33 percent foreign ownership—to engage in domestic securities investment fund management business. The limitation on ownership was scheduled to increase to 49 percent within three years after accession. Also within the same period, China committed to allow foreign securities institutions to establish joint ventures with foreign minority ownership not exceeding a third of shares, to engage (even without a Chinese intermediary) in underwriting A shares and in underwriting and trading B and H shares as well as government and corporate debts, and launching of funds. China began work in 2002 on legislation to realize such commitments. Listed below are the laws that have been enacted: 
1. Rules on the Establishment of Joint Venture Securities Firms (enacted 2002 Jul 1)

2. Rules on the Establishment of Joint Venture Fund Management Firms (enacted 2002 Jul 1; repealed 2004 Oct 1) 

3. Provisional Rules for Foreign Securities Institutions to Apply Trading Seat of B-shares of Shanghai Stock Exchange (2002 Jun 19)

4. Rules on Foreign Institution’s Trading Seat of B-shares of Shenzhen Stock Exchange (2002 Jun 19)

5. Provisional Rules on Special Foreign Membership of Shanghai Stock Exchange (2002 Jul 24)

6. Rules on Special Foreign Membership of Shenzhen Stock Exchange (2002 Jul 24)

7. Administrative Rules on Securities Investment Fund Management Firms (2004 Oct 1)
Since the enactment of these laws, foreign services suppliers have entered China’s securities business at a fast pace, and by end-2006, 5 joint venture securities companies had been established;106 securities firms;. a total of 24 joint venture fund management companies, accounting for 41 percent of China’s fund management companies, among which foreign ownership of 11 joint ventures had reached 49 percent. There were also 58 fund management firms; 46 foreign securities companies in Shanghai Stock Exchange as well as 19 in Shenzhen Stock Exchange that had been authorized to trade B shares directly. There were 151 members in shse and 176 members in szse by the end of 2006. At the same time, shse and szse had 3 foreign special members each.

Going beyond the requirements of its wto commitments, starting 2002, China allowed foreign direct investment in China’s capital market by launching a pilot scheme of Qualified Foreign Institutional Investors (qfii). The scheme was expanded and launched in December 2002. China further expanded the liberalization on its capital market in February 2006 through the promulgation of the ‘Rules for Administration of Strategic Investment by Foreign Investors on Shares of Listed Companies,’ which allows foreigners to purchase shares of listed companies as strategic investors. In 2006, China launched a pilot scheme of Qualified Domestic Institutional Investors (qdii). Under the scheme, competent domestic investors are allowed to invest in the overseas market. The qdii program further promotes the opening up of China’s capital market by allowing Chinese enterprises to list their shares in domestic or overseas stock markets. By the end of 2006, 143 domestic companies had listed in an overseas capital market, raising funds of up to usd94.89 billion. Further, qualified foreign-invested companies in China are permitted to issue shares and list in China’s stock exchange. In this respect they are granted national treatment, provided that their businesses complies with the national industrial policy for foreign investments.
Insurance
China’s commitment concerning insurance services consists of two main features; (1) phasing out geographical restrictions on all types of insurance operations, and (2) the expansion of ownership rights and scope of business of foreign companies.
 By the end of 2006, there were no more geographic restrictions. For brokerage for “the insurance of large scale commercial risks, reinsurance, and international marine, aviation, transport insurance and reinsurance,” a wholly foreign-owned subsidiary is permitted. For all lines of the primary risks for non-life, personal accident and health insurance business, no compulsory cession is required. By the end of 2006, all China’s commitments to wto were fulfilled. Remaining limits, such as the limit on foreign equity share in life insurance, is part of China’s wto commitments. China regards those limits as adequate considering its development stage and necessary to ensure the smooth development of its insurance market.
Legal services 

Overall, China seems to have made significant progress in liberalizing legal services, which it regards as necessary not only to promote foreign investment and trade but also to improve the competitiveness of the industry. China had removed the quantitative and geographic restrictions on the establishment of representative offices of international law firms of wto members by the end of 2002. It also simplified existing administrative procedures by implementing the ‘Administrative Rules of Representative Offices of Foreign Law Firms in China’ and the ‘Stipulation on Implementing the Administrative Rules of Representative Offices of Foreign Law Firms in China.’ Examination, approval and supervision of foreign law representatives are being conducted in accordance with law. According to Chinese authorities,
 the liberalization of legal services brought about a rapid increase in the number of representative offices of foreign and Hong Kong law firms at a rate of 30-40 offices every year, reaching up to 247 offices by the end of February 2007. By 2005 the total number of foreign and Hong Kong lawyers licensed to practice law in China has grown from 230 to 500.
Accounting
Recognizing the importance of accounting services in business activities, China promotes conformance to both domestic and international accounting standards to facilitate the liberalization of accounting services. Accounting services for listed entities is subject to the ‘System of Accounting Standards for Business Enterprises’ implemented on 1 January 2007, which is consistent with the International Accounting Standard (ias). Other entities are subject to such standards as the ‘Accounting System for Business Enterprises’ and ‘Accounting System for Financial Institutions.’ Foreigners who pass China’s Certified Public Accountant (cpa) examination are granted full national treatment in applying for licenses and establishing partnerships and incorporated accounting firms. cpa qualification is required for practitioners in the auditing business. Those who pass the national cpa examination and have engaged in auditing services in China for more than two years are permitted to register as cpas.
Education
Schools with foreign majority ownership may be established in China. In addition, foreign institutions/enterprises and offices of international organizations registered in China and foreign nationals legally residing in China may establish schools to provide secondary and other lower-level education services for children of foreign nationals residing in China. Individual aliens with relevant degrees/professional backgrounds may provide education services in China when invited or employed by Chinese schools and other education institutions. Chinese citizens are free to study overseas, with increasing support and guidelines provided by the government in recent years
Distribution
Before its accession to the wto, Chinese distribution service markets such as wholesaling, retailing, and franchising, etc. were not open to foreign investors. China made a comprehensive commitment to lift restrictions on national treatment and market access to distribution, with a few exceptions. By 2006, China had implemented most of its commitments. In particular, in 2006, China liberalized the distribution of processed and crude oil. 
Telecommunications 

Some relaxation of restrictions on business scope, geographic scope, time frame, and foreign equity has already been applied in the telecommunications sector. At present, foreign suppliers are allowed to provide domestic and international services in 17 Chinese cities; however, foreign ownership limits are still capped at 35 percent. More significant changes are due by December 2007, such as the removal of all geographic restrictions and easing up ownership limitations to 49 percent. In recent years, several pro-competitive measures were also undertaken with a view to breaking up the existing monopoly in the telecommunications industry, which included the separation of the postal service from telecommunications services, dividing enterprises by function, and restructuring the telecommunications industry. At present, there are six national basic telecommunications service operators. In the value-added telecommunications sector, there are as many as 20,000 operators, over 94 percent of which are private or foreign-invested. According to China’s responses to the member questionnaire, the Ministry of Telecommunications and Information Industry will remain an ‘independent Regulator’ of the industry on the basis that ‘the ministry was stripped of the functions of enterprise management, and the management of human resources, finance, and property were transferred to relevant enterprises and industrial bodies.

After three decades of rapid economic growth led by the manufacturing sector, China aims to upgrade its industrial and export structure by focusing more on the service industry, and it appears that China has made good use of liberal reforms as a tool for this end. Overall, it is evident that China had successfully implemented its commitments to the wto by 2006, although there remain many areas over which apec members have expressed concerns. It’s still worth noting, however, particularly in some sectors like banking and the securities market, that China has liberalized to an extent even beyond its obligation, clearly demonstrating that its basic policy direction is to achieve liberalization. While China’s initiatives may not be fully reflected and appreciated in its current iap, these may well improve China’s iap in the future. 

4. Investment
Objective:

apec economies will achieve free and open investment in the Asia-Pacific region by:

a. Liberalizing their respective investment regimes and the overall apec investment environment by, inter-alia, progressively providing for mfn treatment and national treatment and ensuring transparency; 

b. Facilitating investment activities through, inter-alia, technical assistance and cooperation, including exchange of information on investment opportunities; and;

c. Implementing and maintaining standards consistent with the apec Leaders’ Transparency Standards.

Foreign investment has played a pivotal role in China’s economic development since it adopted reforms to open its economy beginning 1978. For 14 years until 2006, China has remained the largest recipient of foreign direct investment (fdi) among developing countries. fdi has contributed to the China’s economic development by providing capital, technology, managerial expertise, and increasing employment, export, and government revenue. For instance, exports by foreign-invested firms account for more than 50 percent of total exports, and government revenue from these firms exceed 20 percent of total revenues. Of the world’s largest 500 firms, 470 have invested in China and 30 have established their regional headquarters in China. More recently, fdi structure has shifted from light industries to large-scale capital and technology-intensive industries, like information technology and petrochemical industries. There are over 980 research and development centers of mnes. And as China continues to liberalize its service markets with the implementation of its wto commitments, foreign investment in service industries has also steadily increased.
Table 2.5 fdi by economy based on realized value

(million usd)
	Economy
	1998
	1999
	2000
	2001
	2002
	2003
	2004
	2005
	2006.10

	Hong Kong, China
	18,508 
	16,363 
	15,500 
	16,717 
	17,861 
	17,700 
	18,998 
	17,949 
	15,459 

	Virgin Island
	4,031 
	2,659 
	 3833 
	5,042 
	6,117 
	5,777 
	6,730 
	9,022 
	8,751 

	Japan
	3,400 
	2,973 
	 2916 
	4,348 
	4,190 
	5,054 
	5,452 
	6,530 
	3,712 

	Korea
	1,803 
	1,274 
	1,489 
	2,152 
	2,721 
	4,489 
	6,248 
	5,168 
	2,881 

	U.S
	3,898 
	4216 
	 4384 
	4,433 
	5,424 
	4,199 
	3,941 
	3,061 
	2,113 

	Singapore
	3,404 
	2,642 
	2,172 
	2,144 
	2,337 
	2,058 
	2,008 
	2,204 
	1,783 

	Chinese Taipei
	2,915 
	 2599 
	2,296 
	2,980 
	3,971 
	3,377 
	 3117 
	2,152 
	1,699 


Note: Data for 2006 is thru October.
Source: mofcom (http://www.fdi.gov.cn/pub/fdi/wztj/wstztj/lywzfgbdgtj/t20061117_66392.htm), and additional comments to drafts of Peer Review Report by Chinese authorities
Table 2.6 Distribution of fdi by sector 
	Sector
	No. of project
	Share (%)
	Contractual value
	Share (%)
	Realized value
	Share (%)

	Total
	43664 
	100 
	1534.79 
	100 
	606.30 
	100 

	Agriculture, Forestry, Animal Husbandry and Fishery
	1130 
	2.59 
	32.71 
	2.13 
	11.14 
	1.84 

	Mining
	279 
	0.64 
	11.56 
	0.75 
	5.38 
	0.89 

	Manufacturing
	30386 
	69.59 
	1097.36 
	71.50 
	430.17 
	70.95 

	Production and Supply of Power, Gas and Water
	455 
	1.04 
	39.60 
	2.58 
	11.36 
	1.87 

	Construction
	411 
	0.94 
	17.69 
	1.15 
	7.72 
	1.27 

	Transportation Warehousing, Post and Telecommunications
	638 
	1.46 
	23.73 
	1.55 
	12.73 
	2.10 

	Computer and Software
	1622 
	3.71 
	20.21 
	1.32 
	9.16 
	1.51 

	Wholesale, Retailing
	1700 
	3.89 
	25.01 
	1.63 
	7.40 
	1.22 

	Hotel and Restaurant
	1174 
	2.69 
	21.69 
	1.41 
	8.41 
	1.39 

	Finance
	43 
	0.10 
	5.75 
	0.37 
	2.52 
	0.42 

	Real Estate
	1767 
	4.05 
	134.88 
	8.79 
	59.50 
	9.81 

	Lease and Business Service
	2661 
	6.09 
	67.42 
	4.39 
	28.24 
	4.66 

	Scientific Research, Technology Service and Geological Prospecting
	629 
	1.44 
	10.06 
	0.66 
	2.94 
	0.48 

	Management of Water Conservancy, Environment and Public Equipment
	164 
	0.38 
	8.22 
	0.54 
	2.29 
	0.38 

	Resident Service and other Service
	251 
	0.57 
	5.43 
	0.35 
	1.58 
	0.26 

	Education
	59 
	0.14 
	1.73 
	0.11 
	0.38 
	0.06 

	Health Care, Social Security and Social Welfare
	21 
	0.05 
	1.47 
	0.10 
	0.87 
	0.15 

	Culture, P.E. and Entertainment
	272 
	0.62 
	10.13 
	0.66 
	4.48 
	0.74 

	Public Management and Social Organization
	2 
	　
	0.14 
	0.01 
	0.02 
	　


Source: mofcom, www.fdi.gov.cn 
fdi into China tends to be concentrated in the manufacturing sector (see Table 2.6 ), but the inflow of fdi into the service industries is also increasing. Particularly, fdi into the financial services sector is growing at a rapid rate. In 2005, out of usd72.4 billion of realized fdi, usd12.1 billion was invested in financial services, recording a 279.1 percent growth from the previous year.

There have been significant changes in China’s fdi policy regime since its accession to wto, which include efforts at decentralization, liberalization, enhancement of transparency, strengthening of protection of intellectual property rights (ipr), and promoting fdi to assist industrial policy. A relaxation of geographical and ownership restrictions, and restrictions on scope of business, among others has also been applied. Substantial progress has been made toward the objective of further opening up the service sectors, which include financial services (banking, securities, insurance, fund management, etc.), distribution, direct selling, cargo shipping, investment in listed companies, education and travel services, and cinemas. 

Over 40 new regulations and provisions have been put in place to usher in foreign investment into newly-opened sectors covering financial services, insurance, distribution, logistics, commercial services, communication, civil aviation, architecture, tourism, and transportation. To further improve transparency and the administrative performance of government agencies, the ‘Administrative Licensing Law’ was promulgated in 2004, with a view to regulating the conduct of government agencies. To further strengthen the protection of intellectual property rights, an ipr protection office, as a special task force consisting of 12 administrative departments, was established to coordinate and intensify work on cracking down on ipr infringement cases and other matters related to ipr protection. Dispute centers catering specially to foreign investors have been set up all across China, at both central and provincial levels, to improve the investment environment and offer more protection to foreign investors. These changes, although not reflected in China’s 2006 iap, are believed to have contributed to the improvement of the overall fdi policy environment. Below we note some major developments toward the improvement of China’s fdi policy regime.
Transparency

The Administrative Licensing Law was enacted in 2004 in order to standardize the behavior of administrative departments and to enhance transparency. This law also intends to regulate government agencies with a view to avoiding unnecessary administrative conduct. Article I of this law stipulates that it has been formulated to ‘regulate the establishment and implementation of administrative licenses, to protect the legitimate rights and interests of citizens, legal persons and other organizations, to safeguard public interests and social order, to ensure and supervise the effective implementation of administrative management.’ The Administrative Licensing Law sets specific and rigorous stipulations for the establishment, implementation, supervision, inspection and enforcement of responsibilities in administrative licensing. In accordance with this Law, the establishment of an administrative license must specify the implementing organ, conditions for application, procedure and time limit or period. Regulations on administrative licensing are required to be publicized; regulations that are not published may not be used as a basis for licensing. All laws, regulations, rules and requirements for the establishment and implementation of administrative licensing must comply with the provisions of the Administrative Licensing Law and specify the conditions and standards for administrative licensing. 
A major measure to improve transparency in screening and other administrative issues is the ‘open administration’ policy adopted by the Grand Administrative Office of the Ministry of Commerce (mofcom), which processes and issues approval certificates for foreign investment projects. ‘Open administration’ is a specific action of the mofcom to transform the government’s service ethic by promoting service-oriented values and anti-corruption practices. The ‘open administration’ policy also puts a premium on grassroots service to community or local enterprises, to ensure that residents benefit from the improved efficiency. 
Liberalization

Cross-cutting measures such as the relaxation of geographical restrictions, ownership restrictions, restrictions on scope of business, and other restrictions have been implemented. In order to support such liberalization measures, over 40 regulations have been promulgated. 

Decentralization

Some screening and approval power on foreign investment projects in some service sectors have been delegated to provincial authorities. The scope of approval power varies according to the nature of investment: provincial governments have sole approval power for investments up to usd100 million into encouraged and permitted sectors, as well as for investments up to usd50 million for restricted sectors. Approval power for foreign investment into projects in some service sectors has also been delegated to the 15 National Economic and Technological Development Zones. Projects into encouraged sectors worth over usd500 million and into permitted and restricted projects exceeding usd50 million are subject to examination by the State Development and Reform Commission mofcom and other sectoral administrative departments under the State Council. 

Industrial policy

After its accession to the wto, China abolished provisions requiring balancing foreign exchange, local content and export requirements, as well as limits placed on foreign equity ownership for motor joint ventures, which were against wto rules and China’s commitments for accession. The ‘Development Policy for Automotive Industry’ was drafted and promulgated in 2004; in addition, the ‘Implementation Provision on Selling of Auto Brands’ was published in 2005, which liberalizes the distribution sector for automobiles.
The Eleventh Five-Year Plan brought about significant changes in fdi policy. While past fdi policy focused mainly on inducement of foreign investment, existing fdi policy now specifies several policy objectives for fdi promotion. China encourages fdi projects that can contribute to the balancing of rural and urban economic development and help reduce poverty by developing the western area. China now also places importance on qualitative, not just quantitative, performance in line with various targets of the national development plan. The economic and social problems resulting from rapid economic growth is of particular concern to the government. China’s new fdi policy mandates an awareness of and a response to such problems. For instance, in line with its aim to enhance its economic and industrial structure, China intends to promote fdi into the areas of high-technology as well as ecologically-friendly industries. 
In order to reflect the State’s industrial policies, the Catalogue for the Guidance of Foreign Investment Industries has been amended. There are four categories of industries: encouraged, restricted, prohibited, and permitted industries.
 Foreign investors in the ‘encouraged’ category are permitted to import capital equipment duty free. In addition, they may enlarge their scope of business, with approval, if they are engaged in the construction and operation of infrastructure facilities related to energy, transportation, and urban utility sectors (coal, oil, natural gas, power, railways, ports, airports, highways and urban roads, sewage treatment, garbage disposal, etc.), which require a large amount of investment and a long payoff period.
 The threshold of projects in the ‘encouraged’ category that may be approved by local governments has been raised. Investors in the ‘permitted’ categories that export all their products directly enjoy the same preferential treatment accorded to ‘encouraged’ projects, as do projects listed in the Catalogue of Advantaged Industries for Foreign Investment in Central-Western China. Foreign investment in the ‘restricted’ category may be regarded as ‘permitted,’ if export sales amount to over 70 percent of total sales.
Encouraged industries: Projects to develop new agriculture technologies and agriculture, or to develop energy, transportation or important raw material industries; those for high and new technologies, or advanced application of technologies to improve product quality, increase technology efficiency, or produce new equipment or new materials that cannot be produced domestically; those helping to meet domestic and export market demand; those adopting new technology or equipment for saving energy and raw materials; and those making full use of human and natural resources in central and western parts of China. 
Restricted industries: Industries that use outdated technology, or do not favor resource-conservation and the environment; those using resources protected by law or regulations; and ‘industries that shall be opened gradually.’ 
Prohibited industries: Industries that endanger the safety of the State or damage social and public interests; those that pollute the environment, destroy natural resources or impair human health; those that occupy large amounts of arable land, or are unfavorable to protection and development of land resources; those that endanger the safety of military facilities and their performance; and those that use Chinese craftsmanship or technology to make products.
China has improved its overall fdi policy regime by enhancing transparency and abolishing many wto-inconsistent investment measures, like export performance and local content requirements. Chinese authorities stressed that the Administrative Licensing Law is an important legal framework for the improvement of transparency in investment-related procedures. China has introduced new sets of industrial policy through the ‘Catalogue for the Guidance of Foreign Investment Industries,’ with a view to reshaping fdi structure toward more technology-oriented and resource-saving projects.
5. Standards and conformance 
Objective:

apec economies will, in accordance with the Declaration on apec Standards and Conformance Framework and with the Agreement on Technical Barriers to Trade (tbt Agreement) and the Agreement on the Application of Sanitary and Phytosanitary Measures (sps Agreement) attached to the wto Agreement:

a. Align their domestic standards with international standards;

b. Endeavour to actively participate in international standardisation activities;

c. Promote good regulatory practice for the preparation, adoption and application of technical regulations in the apec region;

d. Achieve recognition of conformity assessment including mutual recognition arrangements in regulated and voluntary sectors;

e. Promote cooperation for technical infrastructure development to facilitate broad participation in mutual recognition arrangements in both regulated and voluntary sectors; and

f. Ensure the transparency of the standards and conformity assessment of apec economies.

In an increasingly globalized environment, standards take a more prominent role. Standards facilitate the exchange of information and ensure quality. By helping ascertain the quality and technical specifications of products or services, thereby reducing uncertainties on product quality, standards foster smoother and more efficient trade relations. Standards likewise aid the provision of public goods, as in cases of protection of public health or of the environment.
 

On the other hand, some costs associated with standards can have the effect of impeding trade. First, standards may sometimes be used as instruments for protection. For example, mandatory standards for export markets may be characterized by such prohibitive regulations so as to make it very difficult or nearly impossible for exporters, specially coming from developing economies, to comply. Some economies may also face technical or budgetary constraints in absorbing best practices and fully implementing standards. 

Second, compliance with standards can prove costly, particularly when they involve inefficient and complex testing and conformity assessment procedures. Varying, frequently changing, or opaque standards and conformity procedures across countries can also increase transaction costs. Partly for these reasons, there is a call to rationalize costly technical regulations that are too onerous for producers and consumers. Also, there is a move to recognize international standards that serve to achieve the same objectives as domestic standards for greater transparency and efficiency. The wto agreements governing these areas, such as the Technical Barriers to Trade (tbt) agreement and the Sanitary and Phytosanitary (sps) agreement, as well as an apec directive for members to harmonize their national standards with international standards, are all directed at minimizing the negative effects of standards on trade. 

Being the world’s third largest trader, standards and conformance issues are important to China. Observers note that China’s standards development strategy is to improve the adaptability and competitiveness of China’s technical standards, taking China from a position of net importer of foreign-developed standards, to an exporter of Chinese standards to the international market.
 To achieve these objectives, China should encourage the adoption of international standards, as well as make standard-setting responsive to the market, among others. 

Certainly, the accession of China to the wto in 2001 unleashed massive changes in the national standards structure as a result of its effort to comply with the tbt and sps agreements. Besides, the fact that a sizeable portion of its merchandise exports emanate from foreign-invested companies with their own standards, implies that China is already an active agent in international standards. 

One of apec’s Bogor Goals in standards and conformance involve the harmonization of domestic and international standards. To assess the extent of harmonization, it is instructional to note the structure of Chinese standards. China has four levels of standards: national, professional, local, and enterprise. National standards require nationwide conformity, such as in telephone protocols. Professional standards are those that are developed by industries for which no national standards exist. Local standards, on the other hand, are developed by local government to ensure safety where neither national nor professional standards exist. Lastly, enterprise standards are those that are designed and implemented by particular companies to attain specific objectives. In terms of precedence, national standards naturally dominate, followed by the other three in the same sequence. 

National and professional standards can be further classified into compulsory and voluntary standards. Anything that deals directly with safety and health issues as well as those specifically prescribed by law are compulsory. Given a few exceptions in local standards, all other standards not related to the aforementioned criteria are deemed voluntary. 

Zhao (2006) reports that by the end of 2004, a total of 21,342 national standards, broken down into 3,045 as compulsory and 18,297 as voluntary ones, have been established. Around 44 percent of total national standards resulted from the adoption of international ones. The 2004 iap indicates that the adoption rates of international standards in the mandatory and voluntary classes are 44.2 percent and 44 percent, respectively. By the end of 2006, the total number of national standards has increased slightly to 21,410 where 3,048 are mandatory while 18,231 are voluntary. The corresponding adoption rates in 2006 are 48.26 percent and 44.26 percent for the mandatory and voluntary categories, respectively, or an overall equivalent rate of 46.5 percent.

The increase in the adoption rate of around 2 percent over the period 2003 to 2006 seems small compared to the target rate of a 10 percent increase in adoption rate over five years as outlined in the 2003 iap. Authorities in China explained that the divergence of the planned and actual adoption rate stem from technical issues arising from the classification of standards which are unique to China and for which no equivalent international standards exist. An estimated 30 percent of national standards, particularly those pertaining to Chinese medicine are considered unique. Chinese authorities maintain that because of climatic, geographic, or technological factors, some international standards such as those developed by iso and iec are not appropriate to China’s standards. 

Of late there have been improvements in the record of harmonization. In 2006, for instance, China developed 1,909 national standards of which 955 are aligned with international ones (or a close to 50 percent adoption rate). In an effort to be a potential net ‘exporter’ of international standards, China submitted 11 international standards proposals to iso/iec in 2006. 

The Chinese government sees the importance of the work on standardization and has allocated significant budgetary support amounting to rmb300 million in 2006. An important component for the support is human resource development through training courses and seminars on standards and conformance. 

The authorities view standardization work as responsive to the market and thus enterprise-led. To stimulate initiatives on the enterprise level, the government set up the ‘Innovation Award on Standards.’ Further, to accelerate the application process for standards as well its revision, the sac started to use the it platform. To illustrate, since 2005, all applications and approvals have taken place over the Internet using sac’s online application system, greatly facilitating the access of constituents to the standardization process.
 A review mechanism for standards over a five-year cycles is also in place in the current system. 

China has been an active participant in regional cooperation in the field of standards. To help foreign enterprises in obtaining the ‘China Compulsory Certification’ safety mark, it has engaged in bilateral and multilateral recognition of testing and certification results. In particular, cnca has signed mutual recognition agreements on factory inspection and testing with over 20 governments or conformity assessment bodies. In apec , China has been promoting food safety standards and has proposed the apec Food Safety Cooperation Initiative. Together with Australia, China has spearheaded the initiative to form the apec Food Safety Cooperation Forum. 

China’s adoption rate of apec priority standards has been mixed: food labeling is at 25 percent, rubber products at 80 percent, machinery at 100 percent, while that of safety transformers is only at 1 percent. China states in its 2006 iap that around 70 percent of international standards in the apec priority sectors have been adopted as national standards. 

At the policy level, China sees the work on standards and conformance as an important cog in its developmental strategy. Its strategy of promoting its own standards as international ones is very much compatible with the adoption of international standards. Since acceding to the wto in 2001 China has made considerable progress in realigning its structure on standards. However, there is still scope for further harmonization. Because of the preponderance of unique standards in its code, China has to step up efforts to communicate and propose these to international bodies. There is progress noted in facilitating the application process and revision of local standards by taking advantage of it mechanisms. 

6. Customs procedure
Objective:

apec economies will facilitate trade in the Asia-Pacific region by simplifying and harmonising customs procedures.

China appears to have made significant progress in improving customs procedure. Major initiatives include: the establishment of the bonded storage supervisory system in the Unified Bonded Zone and Port; the ‘Portal Control and Network System’ pilot project; the expansion of regional customs clearance, implementation of risk management, strengthened post-clearance audit, and regulated enterprises compliance activities. According to China’s own evaluation of its Trade Facilitation Action Plan, China made most initiatives in the area of Customs Procedures.
China Customs has been a model government agency for the application of information technology and promotion of information-based management. In 2000, the H2000 Clearance Management System succeeded H883 of 1988 which enabled, by more effective and upgraded functions, customs management to be more scientific and law enforcement to be in conformity with regulation. Since 1999, the E-port system has been established to realize electronic data-exchange and online verification among various enforcement authorities at ports of entry. The ‘E-General-Administration’ and the ‘Customs Enforcement Evaluation System’ were put into place in 2001, which are critical to the improvement of enforcement capacity and the overall efficiency of customs operations.
In order to expedite clearance, China introduced the ‘Green Channel Clearance’ as a form of clearance ‘fast-lane.’ In 2001, China Customs in cooperation with the Ministry of Commerce initiated 10 measures to facilitate the export of products by large-scale and high-tech enterprises. The Green Channel was meant to the requirements for faster clearance of exports of these enterprises. Any enterprise engaged in the production of high-tech products and which has achieved an annual export value of over usd100 million may apply to customs for these facilitation measures, which cover pre-arrival declaration, online declaration, fast transit procedure, checking and release at the premises of exporters, urgent clearance, release with deposit, and prioritized consultation.
H2000, a centralized database management of the H2000 System, seems to contribute to reducing customs-related costs. The system contains multitudinous data, such as enterprises’ documents and files, bill of clearance documents, duty list and risk information, etc. Moreover, firms can go through all the procedures, from declaration, examination, duty payment, to export drawback, via the Internet. The ‘Check-point Control and Network System’ is a release system at check-points which connects the H2000 customs clearance system with the check-point control system. It expedites the flow of legitimate products by making real-time checks for necessary information (such as the weight of goods, the container number, license number, time of pass in and out, etc.) and deciding whether to release them or not.

China Customs has also developed a risk management platform which collects all kinds of basic customs operational data and relevant external data, for use with risk analysis software so as to generate output sufficient for daily operations. This system makes it possible to capture the full picture with regard to risk areas, as well as concentrate on specific enterprises, goods, and documents. This has proved to be a well-focused and well-shared risk management mechanism for China Customs. A dedicated risk management office was established formally under General Administration of Customs in October 1998. In 2002, each local custom agency formed a risk management committee and executive office and set up a special risk management division. In June 2005 China built up centers of risk control and analysis in under General Administration of Customs, Guangdong Sub-Administration and in 41 local customs districts, which combined employ more than 500 staff. 
China Customs has also developed and put in place the ‘E-Port Enforcement System.’ As a public data center and data-exchange platform, China E-Port facilitates cross-departmental data exchange among different port-of-entry authorities and online verification of declarations. The network includes industry and commerce administration, taxation administration, customs administration, quality supervision, inspection and quarantine service, foreign trade administration, foreign exchange control, commercial banks, and other commercial service providers. The E-Port processes online declarations, foreign exchange payment and cancellation, duty drawback, and other real-time services. Users can apply for or declare various kinds of export and import formalities to the ministries of Customs, Quality and Technical Supervision and Quarantine, Foreign Trade, Foreign Exchange, Industry and Commerce, Tax, etc., thus realizing the government’s envisioned ‘one stop service’ to enterprises. China E-Port also strengthens comprehensive efficiencies among administrative departments. The use of ‘e-account books’ coupled with online verification procedures  puts an end to the falsification of bills and documents, smuggling, foreign currency fraud, tax fraud, and other illegal activities, thus ensuring a fair market environment. Last, China E-Port reduces trade costs and improves trade efficiency for both the public sector and private enterprise. 
Customs procedure is one of the main areas of apec’s trade facilitation action plan and China appears to have devoted significant resources to improve the procedure and lessen associated costs. China has made 45 initiatives out of a menu of 60 options regarding customs procedures. China’s initiatives are well integrated and have been seen to expedite customs clearance, thereby helping achieve the goal of reducing transaction costs by another 5 percent in 2010. 

7. Intellectual property rights
Objectives:

apec economies will:

a. In conformance with the principles of the trips Agreement:

· Ensure adequate and effective protection, including legislation, administration and enforcement of intellectual property rights, 

· Foster harmonization of intellectual property rights systems in the apec region, promote transparency strengthen public awareness activities, 

· Strengthen public awareness activities, and 

· Promote dialogue on emerging intellectual property policy issues, with a view to further improve intellectual property rights protection and use of the intellectual property rights systems for the social and economic benefit of members.

b. Address the challenges for intellectual property rights arising from the rapid growth and developments of the New Economy by:

· Establishing legal frameworks to promote creative endeavor and encourage on-line activity;

· Ensuring a balance between the different rights and interests of copyright owners, users and distributors;

· Establishing an appropriate balance among all stakeholders, including content providers and ISPs in terms of the liabilities for infringing intellectual property on-line; and

· Providing incentives for innovation without sacrificing the community’s interest in reasonable access to information.

The iap Study Report for China in 2003 stated that “Intellectual Property Rights (ipr) protection is one the highest priorities on the Chinese government agenda.” Indeed, such a stance has been maintained in following years as commitments can be gleaned on the level of the general policy framework. The Eleventh Five-Year Plan, for instance, talks of accelerating the development of high technology industries and the equipment manufacturing sectors, among others, which are underpinned by innovation. Cognizant of the view that innovation thrives under a policy environment that protects ipr, China’s Eleventh Five-Year Plan called for greater legal protection, awareness and enforcement of ipr.
 

In addition, there is clear support for enhanced protection of ipr from the highest political levels. For instance, Chinese Premier Wen Jiabao has directed to “continue to improve the legal framework concerning ipr, actively participate in the formulation of the national intellectual property strategy, intensify law enforcement and protection of intellectual property, actively engage in international communication and cooperation of ipr, etc.”
 More importantly, with commitment at the highest level comes resources that can help increase awareness and improve the institutional capacity of the government agencies tasked in ipr issues. 

Relative to the last peer review, China has adopted a more complete approach in managing ipr issues. More specifically, a concrete blueprint for ipr protection strategy, the ‘Action Plan on ipr Protection 2006,’ which is followed up by an updated ‘Action Plan for 2007,’ represents a significant advance in the level of commitment and coherency of China’s efforts on ipr for a number of reasons. 

First, the recent plans are more comprehensive compared with past attempts. In scope, the Action Plan which covers trademarks, copyright, patent, and import/export, virtually includes all aspects of ipr. In terms of policy areas, the Action Plan encompasses the whole gamut of regulation and promotion which includes legislation, law enforcement, mechanism building, external promotion, training and education, international communication and cooperation, promoting private self-policing activities, services to right holders, and research. The attempt to use a systematized (as opposed to piecemeal) approach for the enhancement ipr bodes well for improving the environment for innovation and investments. 

Second, it reflects attempts at increased coordination among the agencies involved in ipr. Inasmuch as ipr is a policy area that cuts across an extensive scope of issues and government agencies, coordination is essential for effectiveness. The problem of enforcement of ipr was highlighted in the 2003 Peer Review citing limitations in effective communication and coordination among officials,  courts and investigative units. In favorable contrast, the latest Action Plan calls for the coordination of 11 departments
 or agencies that have responsibilities in promoting ipr. 

Certainly, China’s effort to align the framework of laws, regulations and implementing guidelines on ipr is largely driven by its obligations to wto. China’s authorities state that its ipr laws and enforcement measures are largely compliant with the trips agreement. Since the last peer review, there appears to be a sustained program to enhance the legal framework mainly through ongoing revisions of its laws and regulations. For example, for the 2007 Action Plan, China published its intention to finalize amendments to its ‘Trademark Law’ as well as improve the judicial interpretation concerning criminal ipr cases issued by the relevant courts. Another interesting development refers to the passage of the ‘Regulations on the Protection of Copyright over Information Networks,’ which protects electronic data. 

Some apec members observe that the threshold to justify criminal prosecution for ipr infringement is quite high. However, a recent ruling issued by the Supreme People’s Court has lowered the criminal threshold. Under the ruling, anyone who makes 500 or more counterfeit copies of computer software, music, movies, tv shows and other audio-video products can be prosecuted and faces a prison term of up to three years.
 This is an improvement over the previous threshold of 1,000 units of pirated material under the 2004 rules. 

One of the challenges that China faces, as cited in the 2003 Peer Review, is that of enforcement. China’s Action Plans for 2006 and 2007 cite a multi-pronged approach to this end. On one hand, China will continue with its anti-piracy campaigns (called ‘Blue Sky, Sunshine and Mountain Eagle’) in an effort to crack down on distribution as well as production of pirated items. For the period beginning November 2004 to end-2005, under the Mountain Eagle campaign, close to 3,534 ipr infringement cases were investigated with over 5,981 suspects arraigned. The amount involved reached rmb2,650 million. In 2006, courts in China settled 17,769 ipr cases, including civil ones. There were 2,277 criminal prosecutions reported leading to the arrest of 3,508 persons. 

On the other hand, the daily monitoring of trademark, copyright, and patent compliance has been strengthened. Of note is the formation of ipr Service Centers for Intellectual Property Protection (scipp), complemented by a hotline and Internet service platform. These centers receive complaints on ipr infringement from intellectual property holders and the general public and direct these to the relevant ipr enforcement agencies for investigation. In addition, these service centers act as information sites for ip laws and regulations. There were 50 such service centers established in 2006, receiving close to 30,000 reports, complaints, and consultations. 

A favorable development in the area of ipr is that a growing number of local groups have been active in promoting ipr protection. In fact, the majority of ip holders and applicants are domestic constituents. In trademark application alone, domestic applications for trademarks have risen from 181,717 in 2000 to 593,382 in 2005. In contrast, corresponding figures for foreign applications are at 41,460 and 70,635, respectively. The State Intellectual Property Office (sipo) likewise saw a 20 percent increase in patent applications in 2006 of 573,178 of which 268,002 were approved. Over the years, sipo has already approved more than 1,700,000 applications for patent. As more and more Chinese ip holders abound, the demand for ipr protection will increase. 

As for improving awareness of ipr, China has included many awareness-raising features in its 2007 Action Plan. An ‘ipr Week’ has been designated to generate interest and awareness of ipr issues in business and policy circles. Furthermore, the sipo has designated 55 pilot cities for more enhanced ipr protection. The maintenance of a dedicated website where not only developments in ipr but outcomes of different ipr infringement court cases are reported could greatly contribute to transparency and ipr advocacy. 

Relative to the situation described in the 2003 Peer Review, China has made significant advances in ipr protection anchored on commitments from the highest political levels. A sustained effort has been noted in enhancing China’s legal framework, aided in no small measure by the imperatives of its wto commitments. There are problems in enforcement but specific measures are being put in place to contain the extent of ipr infringement. One favorable development is the growing domestic constituency for ipr protection. As local demand for ip protection increases, so should awareness and adherence to ipr protection. 

8. Competition policy 

Objectives:

apec economies will enhance the competitive environment to increase consumer welfare in the Asia-Pacific region, taking into account the benefits and challenges of globalization, developments in the New Economy and the need to bridge the digital divide through better access by ict, by:

a. Introducing or maintaining effective and adequate competition policy and/or laws and associated enforcement policies;

b. Promoting cooperation among apec economies, thereby maximizing, inter-alia, the efficient operation of markets, competition among producers and traders, and consumer benefits; and

c. Improving the ability of competition authorities, through enhanced capacity building and technical assistance, to better understand the impact of globalization and the New Economy.

China recognizes that harnessing the spirit of competition is essential to its transformation into a market economy. The presence of monopolies or the prevalence of anti-competitive behavior among economic agents could easily undermine the market reforms that have so far been undertaken. Such reforms aim to facilitate efficient allocation of resources and enhance consumer welfare, which are the common ends of competition policy of most economies, China now included. However, as the 2003 Peer Review of China reports, establishing a transparent and competitive market structure in such a short period of time, considering the economy’s structure of governance, isn’t the easiest of tasks. For this reason, China’s iap in competition policy is telling of its resolve to foster a market-based economy.

It is generally recognized that the enabling environment for competition policy would necessitate, first, the establishment of a statutory basis (or a competition law) for the policy; and afterwards setting up an enforcement agency and a dispute settlement body.
 Further, the design of competition policy ought to take into account particular conditions, which include economic structure, policy legacy, and the level of economic development of the economy in question. We shall review China’s progress in evolving its competition policy according to the requirements of this framework.

China’s has limited experience with open competition given the short period since the start of market reforms.. This does not mean, however, that there is a complete dearth of rules or regulations governing competition in the country. Elements of competition can be found in different rules and regulations within China’s ‘Price Law,’ ‘Countering Unfair Competition Law,’ the ‘Bidding Law,’ the ‘Rules on the Merger and Acquisition of Domestic Funded Enterprises,’ etc. In fact, a number of these rules were legislated in the 1980s, not too long after the policy direction of an ‘open’ economy was put in place. 

In view of evolving structural change in the marketplace, China has likewise been reviewing existing laws on competition, such as its ‘Countering Unfair Competition Law.’ This law, originally enacted in 1993, prohibits restrictive practices by public enterprises or other monopolistic operators, administrative monopolies, tie-in sales, below-the-cost, sales and bid rigging. A review of this law is being made at present, with the objective of broadening the scope of the law by adding more categories to covers instances of unfair competition or anti-competitive acts, further enabling measures for administrative enforcement, and improving stipulations regarding legal liability and sanctions. 

The present legal structure could still benefit from revisions as it does not quite provide a cohesively defined policy framework for the pursuit of competition objectives. Since the last peer review, issues such as reconciling competition and industrial policies and treatment of natural monopolies and regulated sectors have to be revisited. The Chinese government is aware of the limitations of the current legal framework as far as competition is concerned, and is cognizant of the need to have a comprehensive framework under which laws are harmonized as a consistent whole. For this reason, various government agencies, with the assistance of the private sector, began drafting the ‘Anti-Monopoly Law’ in 1994. As of the 2003 Peer Review report, the law was still being drafted.

In 2006 a draft of the law was submitted by the State Council to the Standing Committee of the National People’s Congress, and the first round of deliberations was finished by June of the same year. Although there appears to be no official copy of the proposed law, the elements that comprise the law includes a number of internationally accepted competition rules, such as abuse of dominance, merger control, administrative monopoly, anti-monopoly enforcement, etc. Authorities have stated that the ‘apec Principles to Enhance Competition and Regulatory Reform,’ such as transparency, non-discrimination, etc., are reflected in the draft. 

The enactment of the anti-monopoly law is one of the top agenda items set by the 10th National People’s Congress in its legislation plan. Indeed, many observers believe that the anti-monopoly law, if enacted, will be a major legal landmark in China’s development into a market economy.
 It would be reasonable to posit that China’s definitive advance in competition policy hinges on the enactment of the Anti-Monopoly Law. 

The other half of the competition issue is credible enforcement. In the absence of a comprehensive competition policy law, responsibility for enforcement of the current crop of competition-related rules and regulations is spread across different government agencies. As China reported in its 2006 iap, the Ministry of Commerce manages competition issues in mergers and acquisitions of domestic enterprises by foreign investors, while the National Development and Reform Commission enforces the Price Law, and the State Administration for Industry and Commerce is responsible for the enforcement of the Law on Countering Unfair Competition against the five categories of monopolistic behavior previously mentioned herein. 

Since 1994, the State Administration for Industry and Commerce responsible for enforcing the Law on Countering Unfair Competition have investigated and closed 322,629 cases involving a total of rmb24.71 billion, as well as 6500 cases related to monopoly. In the area of ‘Temporary Provisions on the Prohibitions of Price Monopoly Activity,’ no case on price monopoly has been filed so far. 

In principle, the quality of enforcement is affected by the institutional set up. For instance, a situation of closely-related administrative functions that are spread across different agencies presents a potential threat of policy conflict, which can undermine enforcement. Hence, consolidation of functions in one competition body could be beneficial under these circumstances,  For this reason, the enforcement of the proposed anti-monopoly law, particularly because it has a bearing on ‘policy coherence,’ is of much interest to observers. Some indications of the enforcement mechanism, from the June 2006 draft, point to an ‘Anti-Monopoly Commission’ to be set up under the auspices of the State Council. The draft however does not specify the structure, or any other particulars regarding the composition of the commission or the specific agency(ies) responsible for enforcement. 

China has expended much effort for the review of existing laws on competition and for the drafting of a more comprehensive policy-set in the form of the Anti-Monopoly Law. That the draft of the Anti-Monopoly Law has already been submitted to the National People’s Congress is a significant improvement from the 2003 Peer Review. A definitive advance in this area for China would transpire with the actual enactment of the Anti-Monopoly Law. In the area of enforcement, a number of cases have been pursued and concluded, especially in the area of Law on Countering Unfair Competition. However, because of the difficulties in ascertaining the actual extent of violations, a number of which go unreported and are thus unobservable, it is not very easy to accurately assess any progress in enforcement.  While the capacity to enforce competition regulation could be bolstered by the formation of an Anti-Monopoly Commission, it would be prudent to suspend judgment at least until the proposed law’s final draft. 

9. Government procurement

Objective: 

apec economies will 
a. Develop a common understanding on government procurement policies and systems, as well as on each apec economy’s government procurement practices;
b. Achieve liberalization of government procurement markets throughout the Asia-Pacific region in accordance with the principles and objectives of the Bogor Declaration, contributing in the process to the evolution of work on government procurement in other multilateral fora; 
c. Increase the use of electronic means to conduct government procurement and in so doing seek to promote the uptake of e-commerce more broadly; and
d. Implement and maintain standards consistent with the apec Leaders’ Transparency Standards.
The government procurement market in China is already substantial and still rapidly expanding. Certainly, China’s robust growth this past decade has boosted requirements for government resources. More strikingly, an increasing share of government procurement is being directed towards infrastructure investments. As the table below reports, government procurement has been growing in double-digit figures in the past three years and is expected to continue expanding in the near future. Given the bright prospects in the government procurement market, it is no wonder keen commercial interest have been registered by both domestic and foreign players. 
Table 2.7 Size of government procurement in China
(in rmb billion)
	Year
	Total
(in rmb billion)
	Growth rate
(%)
	Goods
	Services
	Construction

	2002
	100.96
	
	62.62
	7.73
	30.62

	2003
	165.94
	64
	89.73
	10.38
	65.83

	2004
	213.57
	29
	104.87
	13.84
	94.83

	2005
	292.76
	37
	140.87
	19.58
	132.32


Source: Ministry of Finance
China’s government procurement system is governed by the ‘Government Procurement Law’ which took effect on January 1, 2003. The law is comprehensive, thus applies to all levels of the Chinese government, and is modeled after international procurement principles. Although China acceded to the wto in 2001, it is not yet a member of the wto Agreement on Government Procurement (gpa). China is currently considering offers and intends to enter into gpa negotiations before the end of 2007. 
The current regulation on government procurement includes the Regulation of Government Procurement Goods and Services Tendering and Bidding; publishing of government procurement information; disposal of appeals of suppliers; and qualification of agencies for procurement. Chinese authorities state that the current system of government procurement is consistent with apec’s ‘Non-Binding Principles on Government Procurement.’ Further, they also claim that the appropriate level of transparency—designating specific media for information access and publication of notices on procurement opportunities and procedures—is already well established. On the issue of fair dealing, the Regulation of Government Procurement Agency Qualification stipulates a review of agencies every three years.

According to authorities, there is no requirement for the commercial presence of a foreign service supplier to bid for a contract as the current procurement system contains a domestic preference policy. Article 10 of the law states that, except when the goods or services are not available locally, or when they are to be procured for consumption outside of China and other special circumstances, domestic are preferred over foreign suppliers. Authorities however explain that, because of the absence of implementing rules, this provision has yet to be implemented.

China’s progress towards the Bogor Goals under this category will be made more palpable the moment it formally starts negotiating in the wto Agreement on Government Procurement. Furthermore, introducing the use of electronic media to undertake government policy should be a concrete step in further aligning China’s policies towards apec-desired outcomes.
10. Deregulation / regulatory reviews
Objective:

apec economies will facilitate free and open trade and investment in the Asia-Pacific Region by, inter alia:

a. Enhancing the transparency of regulatory regimes (including through the use of new technologies);

b. Eliminating domestic regulations that may distort or restrict trade, investment or competition and are not necessary to achieve a legitimate objective; and

c. Speeding up reforms which encourage efficient and well functioning product, labour and capital markets and supportive of institutional framework. 
China has undergone a series of regulatory reforms after its accession to the wto. The two major goals of regulatory reform are (1) transparency of administrative procedure, and (2) deregulation/liberalization. China needed to take a wide range of initiatives to improve regulatory transparency, including legislation, public notification, and consultation in order to meet wto standards. Regulatory reform, by stipulating or revising laws, was also necessary to remove barriers to trade and investment in accordance with wto goals. These reforms relate to various individual areas such as investment, liberalization of service markets, competition policy, and protection of intellectual property rights, etc., under which specific reforms have taken place and which have been the subject of assessments throughout this report. Below are general natures of China’s regulatory reforms.
China has enacted three important laws to promote transparency of administrative procedures: the ‘Administrative License Law’ for approval procedures; the ‘Administrative Review Law’ for review procedures; and the ‘Administrative Procedure Law’ for appeal procedures. 
The Administrative License Law regulates the approval procedure and intends to standardize the behavior of administrative bodies and protect public interest. It sets specific and rigorous stipulations for the establishment, implementation, supervision, inspection and enforcement of administrative licensing. In accordance with this Law, the establishment of an administrative license must specify the implementing organ, conditions for application, procedure and time limit or period. All laws, regulations, rules and requirements for the establishment and implementation of administrative licensing must comply with the provisions of the Administrative Licensing Law. This law is significant in that it limits arbitrary rulings over the issuance of licenses. Also, it ensures transparency and public information by stipulating that relevant regulations on administrative licensing be published, and that undisclosed regulations may not be used as a basis for the approval of an administrative license. 
After the Administrative Licensing Law came into force on 1 July 2004, a number of laws and regulations were amended in order to fully implement it. The legislation affected almost all industries and sectors, including foreign trade, finance, banking, insurance, taxation, foreign exchange, pricing, investment, telecommunication, tourism, etc. Some of the laws that needed to be amended were the ‘Seeds Law,’ the ‘Regulation on Academic Degrees,’ the ‘Fisheries Law,’ the ‘Law on Protection of Wild Animals,’ ‘Company Law,’ ‘Securities Law,’ ‘Commercial Instrument Law’ and the ‘Auction Law.’ In 2004, 495 administrative approvals were abolished or adjusted after review. 
The efforts directed at regulatory reform are expected to improve the economy’s efficiency by enhancing competition and strengthening the market system. The revision of the Company Law and the Securities Law is specially notable. The Company Law was revised in 2005 to lower the requirement for registered capital and to provide more autonomy to companies with respect to scope of operation and distribution of profits. The newly-revised Securities Law, on the other hand, expanded the method and scope of securities transactions. 
Numerous legislative and regulatory changes in China sparked demands from foreign economic partners for better communication and information regarding changes in laws and policy. Because of this China introduced the ‘China Foreign Economic and Trade Cooperation Gazette’ as the government’s official publication for the communication of new trade policy to the wto and its members. The General Office of the Ministry of Commerce is responsible for the compilation and circulation of the Gazette. It collects and publishes relevant information and updates on laws, regulations, rules, and other measures concerning trade in goods and services, trade-related intellectual property rights (trips), and foreign exchange control. In addition, new laws and regulations are usually published on the Internet.
China’s accession to the wto prompted the review of thousands of its laws; hundreds of new legislation were enacted and perhaps an equal or greater number were repealed. The objective was to establish a comprehensive regulatory framework that could support the market mechanisms of China’s new economy. 

11. Implementation of wto obligations and rules of origin
Objective

apec Economies will ensure full and effective implementation of Uruguay Round outcomes within the agreed time frame in a manner fully consistent with the letter and spirit of the wto Agreement:

On Rules of Origin, apec Economies will:

a. Ensure full compliance with internationally harmonized rules of origin to be adopted in relevant international fora; and

b. Ensure that their respective rules of origin are prepared and applied in an impartial, transparent and neutral manner.

According to China’s iap, and as shown by numerous trade reforms undertaken in the past five years, China had fulfilled its accession commitments to the wto by December 2006. In some cases it had even gone beyond its commitments, as in the case of tariff reform in which reductions were applied that exceeded China’s original commitments. The average tariff rate now stands at 9.8 percent (9.0 percent for manufactures and 15.3 percent for agricultural products). China also exceeded expectations in the area of service market liberalization. While other member economies registered concerns or disputes over many trade issues, China not only successfully fulfilled its obligations to the wto but also exceeded expectations in some significant areas. 

The record of members’ ‘question and answer’ in China’s Trade Policy Review shows that no critical issues were raised regarding the implementation of commitments. Although many members questioned some of China’s investment policies in the context of trims, the concerns raised seem to be disputable.

China’s non-preferential rules of origin is based on the substantial transformation criteria,
 and is basically consistent with the wto agreement. The primary criteria is change in tariff classification, supplemented by value added criteria and specific processing criteria. However, specific origin criteria were not available to the reviewers. Those were said to be formulated later by the General Administration of Customs of the People’s Republic of China. Actually the State Council issued the ‘Regulation on Origin of Import-Export Goods’ in September 2004 and it has been in implementation since January 1, 2005. China also states that there are specific regulations on conferring origin marks or origin certificates to export goods according to Article 16 of the Regulation on Origin of Import-Export Goods, which is published at http://www.china-customs.com.
12. Dispute mediation
Objective:

apec economies will: 

a. Encourage members to address disputes cooperatively at an early stage with a view to resolving their differences in a manner which will help avoid confrontation and escalation, without prejudice to rights and obligations under the wto Agreement and other international agreements and without duplicating or detracting from wto dispute settlement procedures;
b. Facilitate and encourage the use of procedures for timely and effective resolution of disputes between private entities and governments and disputes between private parties in the Asia-Pacific region; and 

c. Ensure increased transparency of government laws, regulations and administrative procedures with a view to reducing and avoiding disputes regarding trade and investment matters in order to promote a secure and predictable business environment.

For China the wto dispute settlement mechanism is one of the most important channels to handle disputes involving other governments. In fact, since China’s entry into the wto, it has already been involved in four disputes. It is a complainant in the case on steel against the United States; in the other three cases, involving automobile parts, tax on integrated circuits, and tax refunds, China is the respondent. It is also a third party in many other cases under the wto dispute settlement process.
China has also signed free trade agreements with partner economies, many of them apec members that incorporate provisions on dispute settlement. The general approach for dispute settlement under ftas where China is a signatory is a combination of consultation and arbitration. Only if disputes are not resolved under consultation will the recourse to an ad-hoc arbitral panel commence, as can be gleaned from the China-Chile fta. In the recently concluded fta between China and Pakistan, the dispute settlement procedures (notification, formation of arbitral panels, hearings, etc.) are also provided for. Likewise, the 2003 iap of China reports that mechanisms for dispute settlement are also in place in its ‘Closer Economic Partnership Arrangement’ with Hong Kong, China. 
On these grounds, it seems clear that China is aligning its trade dispute approach in fta negotiations according to the objective of the Bogor Goals, i.e., of exhausting cooperative means to avoid confrontation and escalation. 
China’s approach in improving government-to-private party dispute resolution is to engage in an increasing number of bilateral investment treaties (bit). Such treaties are agreements between two economies for reciprocal promotion of investments by companies/investors based in either territory. These agreements usually provide dispute resolution procedures through international arbitration. China has shown continuous improvement in this area by continuing to sign bits. Since the last peer review in 2003, China has signed 107 bits. In November 2006, the figure had increased to 119.
As regards disputes among private parties, there are arbitration channels set in place, which are regulated through the Arbitration Law. One recourse available to parties is to undergo arbitration under the auspices of the China International Economic and Trade Arbitration Commission (cietac). 
The government-to-government dispute mediation mechanism for China is anchored in the wto dispute settlement process, although China’s approach is to resolve disputes through consultations and arbitration. China continues to engage other economies in bits as a way of enhancing government-private party dispute settlement. 

13. Mobility of business people

Objective:

apec Economies will:

a. Enhance the mobility of business people who are engaged in the conduct of trade and investment activities in the Asia-Pacific region; and

b. Enhance the use of information and communication technology (ICT) to facilitate the movement of people across borders, taking into account the Leader’s Statement on Counter Terrorism.

The robust economic activity, particularly massive foreign direct investments, in China over the past decade has increased business travel flows. China’s extensive trade and investment linkage with the rest of the world could best be served by efficient policies and programs on mobility. Cognizant of these demands, China has put in place, through its iap, a number of initiatives supporting the objectives of apec on mobility of business people. 
The apec Business Travel Card, one of the hallmarks of the collective action plan of apec, is an instrument for pre-clearance or accrediting of business people as well as a time saver for clearing immigration procedures among participating apec members. Because it is voluntary, progress towards the Bogor Goal of a member in this category could easily be gleaned from the readiness with which an apec member adopts the abtc initiative and the quality of its implementation.
To its credit, China has participated in the adoption of the abtc since 2002-2003. Currently there are 17 apec members participating in the scheme. To date, Chinese authorities have processed numerous applications (from foreign and local applicants) and have succeeded in eliminating its backlog of applications. In 2006 alone, 8,598 foreign applications have been processed. Perhaps more importantly, China has managed to decrease the number of processing days of applications for abtcs to two weeks.
 China authorities welcome the abtc scheme as an important facilitator of travel among members of the Chinese business community. 
In general, visa application procedures and entry policy are quite liberal and expeditious. Visa applications—either tourist or business short stay—can be processed in as short as a single day. Applications for employment visas, which could be valid for one to five years, could be processed within one to five days. The relative short duration of processing time for business entry permits is quite impressive, considering that the service standard in the Business Mobility Group
 for apec calls for up to 30 days for intra-company transferees such as executives, managers and specialists. In 2004, the ‘Regulation on Examination and Approval of Permanent Residence of Aliens,’ removed the limitations on the period of stay of foreigners with permanent status in China. This means that holders of permanent resident permits need not obtain visas every time they reenter China, provided their permits (which have a 10-year validity) and passports are valid. These are quite liberal conditions compared to conditions prevailing during the last peer review. 
Chinese authorities have also offered visa processing facilities in ports of entry. These facilities cater to business travelers that have urgent businesses in China and who possess the necessary documentation required by immigration authorities from their companies. This service further facilitates the mobility of business people. 
In the area of human and trade security, China has been requiring passport information from inbound passengers through the Advanced Passenger Information system. 
China’s policies on mobility of business people is supportive of apec goals. It has been actively promoting the abtc and has introduced a number of measures that could only foster mobility of business people in apec. 

14. Free trade areas / Regional trade areas
Having invested heavily in acceding to the wto, China views free trade area arrangements (ftas) as supplementary to the multilateral trading system and as having a role in promoting trade liberalization and development. In line with the trend of regional economic integration, China has started to participate in fta negotiations.
China is a relatively recent participant in the formation of free trade areas. But while other apec members may be more active in initiating free trade agreements, China has also been successful in negotiating a few trade arrangements. For example, it is the one of the first economies to successfully negotiate an fta with the asean, a key institution in the apec process, within a relatively short time. 
By the end of 2006, China had signed five fta arrangements with Hong Kong and Macao sar, the asean, Chile, and Pakistan. Economies in which China is still conducting fta negotiations include Australia, New Zealand, Singapore, Iceland, the Gulf Cooperation Council (gcc) and the South Africa Customs Union (sacu). China is likewise a member of the Asia Pacific Trade Agreement, an agreement of limited scope involving five partners in Asia. Furthermore, China is currently undertaking joint feasibility studies on the potential creation of bilateral ftas with Korea and India. 
There are also a number of fta initiatives involving East Asia (which includes China) and asean. These however are still in the study phase and no formal negotiations have taken place. Among these, the study of an ‘asean+3’ fta, or an fta between asean and the three Northeast Asian economies of Korea, Japan, and China, has been endorsed by asean economic ministers. Other free trade area initiatives under study that involve China are the asean+6
 proposal and the Free Trade Area of the Asia-Pacific, an idea forwarded during the 2006 apec Leaders’ Summit.  Besides this, China has also conducted fta feasibility studies with India and Peru. 
The ftas involving China are smoothly proceeding apace. Under the Closer Economic Partnership Arrangement (cepa) between China and Hong Kong sar and Macao, tariffs on goods originating from Hong Kong sar and Macao have been eliminated since the beginning of 2006. The ‘Early Harvest Program’ with asean that involves mostly trade in agricultural products has been implemented and the succeeding tranche of tariff reductions among the partners has been carried out according to schedule. More importantly, an agreement on trade in services between China and asean was signed during the asean leaders’ summit in early 2007. China has likewise reduced tariffs on a number of products from Pakistan and Chile
 and has expanded the coverage of products subject to tariff cuts in the apta. 
Perhaps it may be too early to assess the economic benefits arising from the ftas to which China is a party. The paucity of data on the utilization rates of preferential tariffs makes it difficult to quantify exactly the proportion of trade that is stimulated by the fta. Nonetheless, two-way trade between asean and China has expanded since the formation of the fta. For instance, in 2006, the trade volume between China and asean increased by 23.4 percent over the 2005 levels, with the trade balance going in favor of asean. Although one cannot readily conclude that the fta is responsible for the increase in trade, there are indications that the agreement helped in spurring trade. In 2006, China’s imports from asean that were among the 3408 products subject to tariff cuts according to the trade agreement registered an increase of 25.4 percent, higher than the overall increase of total imports from asean of close to 20 percent. In addition, China noted the increased confidence of investors since the signing of the China-asean fta. Lastly, the so-called ‘spaghetti’ or ‘noodle effect’ on transaction costs arising from the greater complexity of navigating through the proliferation of preferential roos did not seem to be significant nor obvious in China’s experience. 
China is rather flexible in its approach to fta negotiations. It believes that the approach adopted in each fta negotiation should be determined by the specific partners involved. Under the China-New Zealand and the China-Australia negotiations, a single undertaking approach was adopted. On the other hand, the asean-China negotiations started with an agreement on goods first before proceeding to an agreement on services. Likewise, China sees the concept of ‘substantially all trade’ in gatt xxiii as something that necessitates both qualitative and quantitative approaches. 
Some observers note that the types of ftas that China has entered into are not the ‘high quality’
 or the ‘new age’ ones which usually incorporate behind-the-border issues such as investments or competition policy. The fta between China and asean, for example, allows for a longer liberalization of products in the ‘sensitive’ list. Chinese authorities, meanwhile emphasize ‘flexibility‘ and ‘developmental aspects’ in the trade agreements. This highlights the need for agreements that conform to the particular characteristics of the partners involved, and which are acceptable as long as the agreements’ provisions are consistent with the basic wto principles governing ftas. 
15. Trade facilitation
Background:

In the Shanghai Accord, apec Economic Leaders committed to implement the Trade Facilitation Principles with a view to reducing the transaction costs in the region by 5 percent by 2006. Leaders, in 2002, further endorsed the Trade Facilitation Action Plan which laid down clear timelines for implementation in a progressive manner. A mid-term review was conducted to review on the status of implementation at somiii 2004. 

Trade Facilitation became an important area of apec activity. As apec has experienced difficulty in advancing tilf particularly after the failure of evsl, trade facilitation became a practical option for the implementation of the Bogor Goal of 2010/2020. This is a wise approach in the sense that apec cannot produce any mechanism to implement the Bogor Goal because of the non-binding character of the principles and open-regionalism. However, as there is no agreed international norm on trade facilitation yet, even in the wto, it continues to be an area in which apec members voluntarily take action free of any political pressure against formal liberalization based on reciprocity. apec identified major areas of trade facilitation and a menu of actions and measures by adopting the Trade Facilitation Action Plan (tfap) in 2002.
The Shanghai Accord encourages member economies to reduce transaction costs by 5 percent across apec regions by 2006. China seems to have made significant progress in many areas of trade facilitation, such as Custom Procedures, Standard and Conformance, Business Mobility, Electronic Commerce, and other areas. According to China’s iap, China had implemented 66 out of 97 actions and measures of the Trade Facilitation Menu. China submits that it has realized the goal of 5 percent reduction in transaction costs within the 2006 deadline. In 2006, cti decided to develop a new action plan to implement the Leaders and Ministers’ instruction to further reduce transaction costs by 5 percent by 2010. China has expressed its willingness to play an important role as an ‘accelerator’ in trade facilitation to help achieve the Bogor Goal and continues to contribute to another 5 percent reduction by 2010. 
Since 2001, China Customs has successively phased in a series of reform projects, such as fast-track clearance procedures, simplified clearance procedures, and online declaration and surveillance. Customs procedures have been significantly simplified and China Customs can now provide round-the-clock customs clearance in some ports of the customs district, such as Shenzhen, Shanghai, Beijing and Guangzhou for express consignment. In 2002, an edi pilot project called ‘paperless clearance’ was also launched and achieving its anticipated effect. At the same time, China Customs adopted a risk management system, making full use of information management technology, thereby boosting clearance efficiency and trade facilitation on the premises of ensuring the effectiveness of customs control. 
In the area of Standards, China has made tremendous progress since 2001. Up to now, China has adopted 940 iso and iec international standards. As for business mobility, China has participated in the abtc Scheme and introduced an advanced passenger information system. Finally, China has made a laudable effort to remove barriers to and promote the use of e-commerce. With conditions for the infrastructure, human resource, technology and application of electronic commerce approximating a measure of sufficiency, China is continuing to explore ways of engaging in and conducting e-commerce. China will continue to make voluntary efforts and contributions to trade and investment liberalization and facilitation within the apec region in the lead up to the Bogor Goals.
Table 2.8 China’s implementation of tfap
	Menu of actions and measures


	No of Items selected 

[a]
	No of items implemented [b]
	No of items completed [c]
	No of items in progress

[d] = [b] –[c]
	No of items pending implementation

[e] = [a] – [b]

	Customs procedures
	60 [45]
	45
	43
	2
	15

	Standards 
	20[12]
	12
	7
	5
	8

	Business mobility 
	6[5]
	5
	3
	2
	1

	Electronic commerce
	11[4]
	4
	1
	2
	7

	Others (if any)
	
	
	
	
	

	Total
	97[66]
	66
	55
	11
	29


Source: Chinese iap on Trade Facilitation(2005)
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Appendix 1   
Questions and Comments/Responses

Questionnaire 
0. Overview
Q0-1. Please describe the recent macroeconomic performance of the Chinese economy (GDP growth rate, per capita in PPP and market exchange rates, inflation rate, unemployment rate, etc) over the period 2002-2006.
	
	2002
	2003
	2004
	2005
	2006

	Growth rate (%)
	9.1
	10.0
	10.1
	9.9
	/

	Exchange rate (USD100)
	RMB827.70
	RMB 827.70
	RMB 827.68
	RMB 807.02
	/

	Inflation rate
	-0.8
	1.2
	3.9
	1.8
	/

	Unemployment rate (%)
	4.0
	4.3
	4.2
	4.2
	/


Per capita in PPP is unavailable in China’s statistic system.

Q0-2. What were the leading and lagging sectors in China’s growth record since 2003, the last peer review? What was the engine of growth in the productive sector of the economy as well as in the expenditure side of the economy? What has been the most important factor in China’s growth record over 2003-2006, factor accumulation or productivity? 

A: From 2003 to 2006, China’s GDP achieved rapid growth, and increased by 10.0%，10.1%, 10.4%，and 10.7% respectively, with an annual growth rate of 10.3%. The reasons constituting the growth can be observed as follows:

1. The sustained fast GDP growth was constituted by the development of industries. In the last 4 years, the growth rates of industries were all higher than that of GDP. The industrial added value constitutes 51.9%, 47.7%, 47.9% and 52.2% of the total growth of the economy, and spurred the Chinese economy by 5.2%, 4.8%, 4.9%, and 5.5% respectively.

2. The motivating force promoting economic growth varied in the last 4 years. In the first 2 years, the growth was mainly from investment. In the pursuing 2 years, the increase mostly from trade surplus. In 2003 and 2004, the total investment on fixed assets increased by 27.7% and 26.8% respectively year-on-year, which boosted the national economy by 6.4% and 5.6%. Since 2005, the foreign trade has been soaring up, and the total trade value increased by 23.2% and 23.8% respectively year-on-year.

3. In the last 4 years, China pursued a steady fiscal and monetary policy, and adopted the appropriate macroeconomic adjustments where necessary. Thus, the economy kept fast growth while avoiding over-heated.
In 2006, China’s GDP reached 20.94 trillion RMB yuan, an increase of 10.7% over the same period last year. The Consumer Price Index (CPI) increased by 1.5%, and there is no evidence of inflation.
In 2006, in order to address the excessive investment, credit and trade surplus, the government strengthened the macroeconomic regulation by supervision on the tightening the approval of lands for construction purposes, by raising the benchmark loan rate twice and deposit reserve ratio of financial institutions for three times, improving adjustment of fiscal and taxation policy on economic operation, reinforcing the examination, approval and supervision on newly established projects, and strengthening oversight and regulation of real estate market. All these made contributions to the sound and fast economic development. 

0-3. Please give a short account (2003-2006) of current account and trade structure (exports, imports, GDP, major destination of exports and source of imports). In what regions would China be a net exporter/net importer? What is the share of APEC members in total imports, exports, investments, FDI, services trade with China? 

	
	2003
	2004
	2005
	2006

	Export volume 

(billion USD)
	438.2
	593.3
	762
	969.1

	Import volume 

(billion USD)
	412.8
	561.2
	660
	791.6

	GDP (billion RMB)
	12582.28
	15987.83
	18386.8
	20940.7

	Destination of exports (top 5)
	US, HK, EU, Japan, ASEAN
	US, EU, HK, Japan, ASEAN
	US, EU, HK, Japan, ASEAN
	US, EU, HK, Japan, ASEAN

	Destination of imports (top 5)
	Japan, EU, Chinese Taipei, ASEAN , Korea
	Japan, EU, Chinese Taipei, ASEAN , Korea
	Japan, Korea, ASEAN, Chinese Taipei, EU,
	Japan, EU, Korea, SEAN, Chinese Taipei

	Share of APEC members in total exports (%)
	70.9
	74.6
	69
	64.3

	Share of APEC members in total imports (%)
	69.3
	78.1
	66
	66.5

	Share of APEC members in total Investment (outbound)
	
	
	40
	

	Share of APEC members in total FDI
	72.9
	71
	65
	

	Share of APEC members in total Services trade
	/
	/
	/
	/


0-4. Please give a short description of the fiscal sector (revenues as % of GDP, expenditures, expenditures as % of GDP, deficit, tax revenues as % of GDP). Did China suffer a revenue drop as it lowered tariffs?

A: In 2005, China’s total value of fiscal revenue reached RMB 3.16 trillion yuan, accounted for 17.3% of China’s GDP. Total expenditures amounted to 3.39 trillion yuan, accounted for 18.5% of GDP. Trade deficit was around 300 billion yuan. Tax revenues were 2.88 trillion yuan, accounted for 15.7% of GDP. 
In recent years, the total trade volume of China kept rising. The income from the increased trade has surpassed the revenue dropped from the reduction of tariff rates. Together with other factors (such as, the price rising increased the tariff income), reduction of tariff rate did not lead to shrinking of China’s tariff income. 

0-5. Please provide an overview of China’s capital account (capital inflow, capital outflow, inward and outward FDI, major investment partners and investment sectors).

A：In recent years, capital account liberalization has been accelerated in China. More than half of the sub-items under capital accounts are convertible or basically convertible. Regulations on capital account include management of direct investment, portfolio investments and other investments. 

Fourthly, different kinds of market participants have been regulated in different ways. Foreign-invested enterprises are less regulated than domestic-funded enterprises, and controls on institutions are less strict than individual traders.

In the first half of 2006, inflow under capital account is 283.45 billion USD, and outflow is 244.52 billion USD. According to the statistics from Ministry of Commerce, in 2006 inward FDI was 37.32 billion USD, and outward FDI was 6.35 billion.

0-6. How is China acting to achieve the Bogor Goals, particularly in terms of trade and investment liberalization and facilitation, regulatory reform and regional technical and economic cooperation? What is the role of APEC in shaping China’s economic policies? Please give examples. 

A: China, in a serious and responsible manner, have dramatically decreased import duties, eliminated non-tariff measures, liberalized the limitations on services and foreign investment, amended a block of laws and regulations and improved the uniformity and transparency of Chinese trade and economic policies, which brought about the further opening up of the Chinese market to the outside world. The relevant answers in the next 16 chapters show the great progress of China to achieve the Bogor Goals.
Since joining APEC in 1991, China valued it as an important economic forum. China recognizes the significant role APEC plays in promoting the trade volume, attracting FDI and enhancing the mutual cooperation among China and other APEC economies. First, trade between China and other APEC members developed rapidly. Total value of trade between China and the rest of the APEC in 2005 exceeded 1 trillion US dollars, taking a 71% share in total trade volume of China. At present, eight of China’s top 10 trading partners are APEC member economies. Secondly, actual utilization of investment by APEC members increased continuously. Investment by APEC members in China totaled at 39 billion US dollars in 2005, taking a 65% share in total foreign investment inflow into China in that year. By the end of 2005, APEC members have cumulatively invested 485.9 billion US dollars in China. While rewarded with rich return of their investment, foreign-invested enterprises also play a positive role in China’s economic development, export expansion, and job creation. Thirdly, China has witness a continuous improvement of trade environment through participating in APEC trade facilitation and ECOTECH. Fourthly, a large number of Chinese industrial and commercial enterprises are marching into the Asia-Pacific and obtained new development in external communication, cooperation and competition.

0-7. Please provide an overview of China’s long-term trade and investment policy goals, and how China’s trade and investment policy regimes will progress to achieve such goals. 
A: According to the 11th Five-Year Plan, China will, 1) accelerate the transformation of the trade growth pattern including harmonizing the exportation structure, actively enlarging exportation, promoting trade in service and perfecting the fair trade policy;2) enhance the quality of FDI utilization including guiding the direction of FDI and promoting the diversification of FDI utilization; 3) actively participate in international cooperation including the implementation of Going Abroad Strategies and promoting regional economic cooperation. 
0-8. Please assess China’s record of integrating with the world economy. What is its share in world exports and imports? In what sectors does China dominate as a supplier or buyer in the world? Describe shifts in China’s comparative advantage in the 2000s compared to the 1990s? What are the likely trends?

China attaches great importance to integrating with the world’s economy and has made great progresses both at multi-trading level and at regional/bilateral level. China is an open economy and endeavors itself to liberalize and facilitate trade and investment. Since the accession into the WTO in November, 2001, China has been fulfilling its commitments in a serious manner. Moreover, China is active in negotiating FTAs with various partners bilaterally or regionally. 
In 2005, the volumes of China’s export and import were 762 billion USD and 660.1 billion USD, taking 7.6% and 6% of the world’ s total export and import respectively. 
In the1990s, China enjoyed a comparative advantage in labor-extensive sectors. As entering the 21 Century, China’s comparative advantage is shifting gradually from the labor-extensive sectors to the tech-extensive ones.

0-9. Please provide China’s own evaluation of its efforts to reducing inconsistency and non-transparency between different levels of government. 

A: The Article 5 of the Constitution stipulates: “The State upholds uniformity and dignity of the socialist legal system. No laws or administrative or local regulations may contravene the Constitution.” In accordance with relevant provisions in the Legislation Law, the law prevails over administrative regulations and local regulations and rules. The administrative regulations prevail over the local legislations and rules. The local regulations and rules shall not contravene the Constitution, laws and administrative regulations. Local people’s congresses and their standing committees and local governments do not have the right to interpret laws and administrative regulations. Local regulations and governments do not have powers to stipulate on the basic economic system of China and other relevant basic systems on government finance, taxation, customs, finance and foreign trade. 

In accordance with the above provisions, the laws and administrative regulations of China have unified application nationwide. 

After the accession to the WTO, China has strictly perform its commitments on the accession to ensure the consistency between the Chinese foreign economic and trade laws and the WTO rules. China has conducted a comprehensive sorting out of the foreign economic and trade laws, administrative regulations and rules in accordance with the WTO rules and the WTO accession commitments and requirements. Relevant work of modification, repeal and formulation has already been completed. 
The above work ensures the unity of the legal system and the successful enforcement of government decrees in China. 

0-10. Please relate the record and lessons of China’s structural transformation from a socialist planned economy towards an increasingly market economy. What social strains were experienced in the process and what was China’s response? 

A: During the transformation from a socialist planned economy towards a market economy, China has a lot of valuable experiences. First, increasingly use innovative theory so as to guild the practice; second, combine the reform and opening up and economic development; third, flexibly adjust the measures of reform based on the change of economic and social environment; fourth, scientifically absorb and utilize the resources of outside. 
The lessons include the incompatibility among economic growth and quality, consuming, investment and exportation, population, resources and environment, social developments and economic developments.
For the social strains, please refer to the next questions. 

0-11. Please describe the problems and challenges (economic, environmental, and social) that China is facing. What are China’s priorities in addressing these challenges?

A: The characters of the general situation of China are huge population, limited land and a very low level of per capita resources possession. Presently China is still at the primary stage of socialism and will keep being at this stage for a long time, with its comparatively low level of productivity and the imbalanced development between he urban and rural areas. 
In order to improve the situation and address the challenges, China will place its priorities onto the following areas: 1) to shift the growth mode to be more intensive and readjust industrial structure, regional structure etc; 2) to properly solve the questions related to agriculture, farmers and rural areas; 3) to increase the efficiency of the utilization of resources; 4) to strengthen the capacity of science and technology; 5) to increase the quality of labors by enhancing the education; 6) to endeavor to create more job opportunities. 
0-12. How will the demographic shifts that China is undergoing impact on the economy in the medium term? What would be China’s policy response to the challenges brought about by such changes?

A: The first half of the 21st century will witness the peaks of total population, working-age population and aged population. China’s population will maintain its strong growth momentum with an annual net increase of 8-10 million populations. General quality of the population will remain at the low level, compared with developed economies. The huge working-age population will impose greater pressure on employment. Aggravating population aging will expose the social security system to unprecedented pressure. Continuous abnormal sex ratio at birth will bring with a potential threat to social stability. Continuing growth of the migrant population will constitute a huge challenge to the allocation of public resources; and structure of the poverty population will diversify, rendering it an arduous task to achieve balanced social development. 
China will continue to establish and improve a benefit-oriented policy system for population and family planning.
0-13. What is China’s position on the different elements of the Doha Development Agenda (agriculture, NAMA, services, etc)?

A: China firmly supports an early and successful conclusion of DDA and believes that “the window of opportunity” still exists in the coming two to three months. Therefore, China has the strong conviction that as long as there is one percent chance of success, all members should devote 100 percent endeavor. China will, as always, play a constructive role together with all other WTO members in pushing forward the Doha Round.

The current deadlock of DDA lays on agriculture whose breakthrough is essential to unblock the whole DDA. The US and the EC as major players are expected to take the lead and show further flexibility on reduction of domestic support and opening up agricultural market access. In this respect, the proposal of G20 provides a good basis. And the negotiations on other issues such as NAMA, services, development and rules, will certainly catch up quickly once the key agricultural issues are resolved.
China is of the view that the DDA is not just about market access, but more about development. Important issues such as specific concerns of LDCs, S&D treatment, SPs, SSM, Small and Vulnerable Economies and cotton must be dealt in an with effective and earnest way. 
Both as developing member as well as Recently Acceded Member (RAM), China has made broad market access commitments upon its accession to WTO. China’s request for recognition of its RAM status is reasonable and should be addressed in real earnest in light of the existing Ministerial mandates. Meanwhile, China is willing to make its efforts commensurate with the level of its development and contribute to the early conclusion of this round.

ABAC-JAPAN: 

1. Maintenance of yuan exchange rate system: 

China transitioned to a float system to control the yuan in July last year. We value that as a step towards the further internationalization of the Chinese economy.

With regard to the issue of exchange rates, we call on the Chinese government to progressively liberalize capital transactions over the short term, including relaxation of remittance regulations, parallel to its efforts to liberalize trade, and to eventually move to a floating exchange rate. Bearing in mind a shift to a floating exchange rate system, we ask the Chinese government to review relevant regulations in order to allow for the exercise of central control by the operational headquarters over settlements regarding trade transactions with the objective of lessening exchange rate risks and increasing the effectiveness of Chinese corporations.

A: With a view to furthering the basic role of market mechanism in formation of the exchange rate, Chinese government conducted the following series of measures: Firstly, furthering the trade and investment facilitation by relaxing the policy on the current account. Secondly, widening the channels of capital outflow by adopting policies to facilitate financial institutions to invest abroad. Thirdly, promulgating the Administrative Measures on Foreign Currency Management on Individuals and raising the annual ceiling for individual foreign currency purchase.

China will, continuously in accordance with the positive, managed and gradual principles, further enhance the market roles in the formation of RMB exchange rate to improve the managed floating exchange mechanism and strengthen the elasticity of RMB exchange rate so as to keep RMB exchange rate at sound and equilibrium level.

1. Tariffs

1.1. What is China’s understanding of tariff elimination in the context of the Bogor goals?

A：The objective of Bogor Goals is to realize liberalization and facilitation of trade and investment in the Asia-Pacific region. China always regards it as a commitment made by leaders of APEC member economies and great efforts have been made to achieve the Goals. With the approaching of the first deadline of Bogor Goals, it’s quite important for developed economies to ensure the Bogor Goals to be achieved. We sincerely hope what the developed economies would demonstrate in 2010 will be a lively interpretation on Bogor Goals. 
1.2. China has demonstrated great resolve in introducing tariff reforms by slashing tariffs from 35.9% in April 1996 to 11% in 2003, a difference of close to 25 percentage points over 7 years. The simple average MFN tariff rate of China has decreased from 11% in 2003 to 9.9% in 2006, a difference of 1.1 percentage points over 3 years. Does China have plans of reducing further applied MFN tariffs in 2007 and onwards? 

A： China will further reduce its tariff rates according to its WTO commitments. In 2007, the general level of China’s tariff rates will be reduced from 9.9% in 2006 to 9.8%. The further plans are available in China’s accession schedule.

1.3. China applies specific tariffs on 52 tariff lines in 2003 which has subsequently been reduced to 49 lines in 2006. Are there plans to eliminate or convert these specific tariffs to ad valorem?

Presently China has no further plan to reduce or convert these specific tariffs to ad valorem. But China will continue to make efforts moving towards a more transparent and liberalized tariff regime.

1.4. Could China please supply the average effective rates of protection at the two digit HS level (from an input-output table) for 2003 to 2006, if available.
A：The data is not available.

1.5. Could China supply information on the percentage of import value that corresponds to the different tariff brackets:

	Tariff brackets (in %)
	2003 

(% of Import value in tariff bracket)
	2005 

(% of Import value in tariff bracket)

	0
	
	

	0 < X < 5
	
	

	5 < X < 10
	
	

	10 < X < 15
	
	

	15 < X < 20
	
	

	> 20
	
	

	Specific
	
	

	Total 
	
	


A：Since there is no specific data for different types of trade for a simple tariff line, such as processing trade and normal trade, trade under the MFN treatment and preferential trade, the required data is not available. 
1.5. Could China supply the average MFN tariffs to tariff lines which are subject to duty, i.e. excluding the duty free lines, across the sectors outlined in the IAP tables. 

	Sector
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13
	14

	Average applied tariff rate for all lines subject to duty
	10.9
	16.5 
	11.6 
	6.6 
	7.8 
	11.4 
	13.2 
	7.6 
	7.0 
	13.3 
	9.0 
	13.3 
	9.9 
	13.3 


1: all goods; 2: Agriculture excluding Fish; 3: Fish and Fish Products;4: Petroleum Oils; 5:Wood, Pulp, Paper and Furniture; 6: Textiles and Clothing; 7: Leather, Rubber, Footwear and Travel Goods; 8: Metals; 9: Chemical & Photographic Supplies; 10: Transport Equipment; 11: Non-Electric Machinery; 12: Electric Machinery; 13: Mineral Products, Precious Stones & Metals; 14: Manufactured Articles, n.e.s
1.6. Could China describe the overall tariff structure? Does China have a long-term goal to achieve a uniform tariff structure?

A：For details, please refer to the tariff part in the IAP Report 2006 by China.

CANADA

1. China has now announced the conclusion of a China-Pakistan Free Trade Agreement. Canada would appreciate an update on the information relating to Pakistan. 
A：On November 24, 2006, China signed Free Trade Agreement with Pakistan. According to the agreement, both sides will reduce tariffs on all goods in two consecutive periods of time. In the first period(the first five years after the agreement in effect ), tariffs on 85% of the products will be reduced, and those on 36% of the products will reduced to zero in 3 years. The second period of tariff reduction will start from the 6th year after the agreement being in effect. Both parties will review the first period and further reduce the tariff rates. The target for both parties is to have 90% of the trade volume and tariff lines for goods treated with zero tariff rate in a not-long period of time. 
The full text of the agreement is available at website:
http://gjs.mofcom.gov.cn/aarticle/af/fazzn/200611/20061103845345.html 
2. Does China intend to lower agricultural tariffs or modify/eliminate tariff rate quotas and state trading as part of its efforts to increase income in rural regions? 

A：Any change of the trade policy on agricultural products including reduction of the tariff rates on agricultural products will take farmers’ interests as one of the key factors. 
3. How does China ensure that tariffs are properly applied on goods from the export-processing trade which are consumed in the domestic Chinese market? 

A：China has related laws and regulations for the collection of tariffs and fees applied on goods from export-processing trade for domestic consumption, including the Decree of the State Council No. 389, the State Council’s General Office Document No.35(1999), the State Council’s General Office Letter No. 48 (1997). For details please refer to the website: www.gov.cn. 
4. China appears to be improving its customs enforcement to reduce fraud. Canada would find it useful if China provided some information on the scope of the perceived problem and the success of efforts to combat it. 

A：China has always been attaching great importance to the customs enforcement. In recent years, outstanding achievements have been made in combating the illegal acts such as frauds. China will continue to endeavor itself to strengthen the customs enforcement and is willing to exchange experiences with other member economies. 
ABAC-JAPAN
1. Reduction and removal of tariffs

When it joined the WTO China committed to either greatly reduce or remove tariffs.

(i) Tariff reductions are being implemented in accordance with the schedule of concessions in general. Certain duties are being applied as the effective tariff rate and the tariffs charged on photographic film, etc., surpass the concession rate despite making concessions with ad valorem duties, but the fiscal year 2006 tariff rate revision mostly reduced tax rates to the concession rates.

(ii) After the expiry of the transitional period, high tariffs of 10% or more are to be imposed on some materials, parts and products (e.g., audiovisual equipment, flat panel display color TVs, plasma and LCD panels for color TVs, projection screens, projectors, analog and digital copiers, cameras (single-lens reflex cameras, film cameras), lenses, keyboards, electric light bulbs, batteries, microelectronic machines, resonators, diesel engines, tractors, forklifts, discharge tubes for hot cathode fluorescent lamps, woven fabrics made from artificial and staple fibers, air conditioner components, and watches), among others. 

Requests and solutions: (i) Tariff concessions are the most basic of the commitments a economy makes when joining the WTO, and it is important to implement without delay the tariff reductions in accordance with the schedule of concessions. We value the large reduction in tariff rate pertaining to application of specific tariffs, but tariffs on some products remain above concession rates, and in order to fundamentally resolve the problem we request that tariff rates be in accordance with concession.

(ii) We urge a further reduction of tariffs and request that this reduction be agreed to during the new round of WTO negotiations or be implemented through voluntary liberalization.

A： (i) Ever since its accession to the WTO, China has always been attaching great importance to its WTO commitments and reduced its tariff rates strictly in accordance to the schedule of concession. Now no tariff rate is above the level of the concession rate.

(ii) Any further commitments in the WTO will depend on the outcome of the WTO negotiations.

ABAC-NEW ZEALAND

1. China continues to progressively lower its applied tariff rates. However, the average import MFN rate of 9.9 % allows scope for further downward adjustment; this is recommended.

 A: China will continue its efforts to achieve further liberalization.
1. Non-Tariff Measures (NTMs)

2.1. Could China please indicate the value and percentage share of import (to total imports) of the items that face quantitative import restrictions/prohibitions. These constitute 143 tariff lines in 2003 and the 83 tariff lines in 2006 (under HS 1996 classification and at the 8-digit level). 

	Year
	2003
	2004
	2005
	2006
	2007

	Products
	8 products(143 tariff lines of 8 digit level)
	5 products (123 tariff lines of 8 digit level)
	3 products (83 tariff lines of 8 digit level)
	3 products (83 tariff lines of 8 digit level)
	1 product (10 tariff lines of 8 digit level)

	Value(USD)
	13.1 billion
	6.5 billion
	0.35 billion
	72 million
	--

	Share of import
	3.2%
	1.1%
	0.1%
	0.01%
	--


(Note: TRQ products are not included)

2.2. The 2003 peer review report cited that China maintains import quota licenses for automobiles and auto parts. Are there plans to modify these restrictions in the near future? 
 A：On January 1, 2005, China eliminated the measures of import quota for all the machinery and electronic products including automobiles and auto parts. 

2.3. In the 2004 IAP, there were 319 tariff codes of export products subject to quota and licensing administration, while the 2006 IAP reports only 46 tariff lines subject to the same restrictions. Could China please indicate the value and percentage share of exports to total exports that these lines account for over the period 2004 to 2005. 

A：In 2004, the export volume of products under licensing administration reached 25.32 billion USD, taking 4.3% of the total export. In 2005, the export volume of products under licensing administration reached 29.35 billion USD, taking 3.9% of the total export.

2.4. The 2003 IAP mentioned under “Other Non-Tariff Measures Maintained” some 23 tariff codes that are subject to specific tendering requirements in China. What is the nature of these measures and has the scope of these measures been changed since 2004? 

A：Before 2004, in line with its WTO concession schedule, China listed some machinery and electronic products as specific products under the administration of tendering catalogue. On January 1, 2004, according to its WTO commitments, China eliminated the catalogue of specific products and abolished the administration of tendering catalogue for specific products. Presently China’ tendering activities are regulated by Law on Tenders and Bids. The text of the law can be found at the website: www.tb-lawyer.com.
2.5. The 2003 Peer Review Annex 2 has likewise reported that China has yet to notify the WTO of the subsidies on leather/footwear, textiles, electric and electronic products, iron and steel, chemical and automobile and parts. If such subsidies have already been reported subsequently, would China have plans to modify or abolish them? 
A：China submitted to WTO in April 2006 its full and new subsidy notification. The notification contained altogether 78 items during the period of 2001 to 2004. 
The notification is based on information gathered in the past few years on subsidies maintained at the central government level. Information in the notification were processed on the central government expenditures and the government revenues forgone in China’s tax regime and was analyzed according to the definition of subsidy in the WTO SCM Agreement. 
The notification is now circulated as WTO document G/SCM/N/123/CHN. The notified items are not specifically targeted at the sectors mentioned, but they could be linked to these sectors. For example, the notification contained some preferential tax treatment available for all foreign invested enterprises (FIEs). To the extent that FIEs in the above-mentioned sectors are included, the notified items are relevant to these sectors.

The notified items could be modified in coming years, particularly those in form of preferential tax treatment, as next steps of the reform of the tax regime. For example, the unification of the income tax for domestic and foreign enterprises has already been taken up on agenda.
2.6. Please list information on antidumping and safeguard cases China has initiated since the 2003 Peer Review. What percentage of total imports does the products under investigation account for?
A：Since 2003, China hasn’t initiated any investigation of safeguard cases. As for the last question, related data is under procession. The information on anti-dumping cases is as follows: 
	
	Products under investigation
	Tariff lines
	Time of Initiation

	1
	Ethanolamine
	29221100
29221200
	14/05/2003

	2
	Chloroform
	29031300
	30/05/2003

	3
	Dispersion Unshifted Single-Model Optical Fiber
	90011000
	01/07/2003

	4
	Nylon 6, 66 Filament Yarn
	54023111
54023112
54024110
54024120
	31/10/2003

	5
	Chloroprene Rubber
	40024910
	10/11/2003

	6
	Hyadrazine Hydrate
	28251010
	17/12/2003

	7
	Unbleached Kraft Liner/Linerboard
	48041100
48043100
48044100
48045100
48052400
48052500
	31/03/2003

	8
	Trichloroethylene
	29032200
	16/04/2004

	9
	Bisphenol－A
	29072300
	12/05/2004

	10
	Dimethyl cyclosiloxane
	29310000
38249090
	16/07/2004

	11
	EPDM
	40027010
40027090
	10/08/2004

	12
	Furan phenol
	29329910
	12/08/2004

	13
	Nucleotide Food Additive
	29349930
38249090
	12/11/2004

	14
	Epichlorohydrin
	29103000
	28/12/2004

	15
	Polyurethane
	54024920
54026920
	13/04/2005

	16
	o-Dihydroxybenzene
	29072910
	31/05/2005

	17
	Polybutylene Terephthalate Resin
	39079900
	06/06/2005

	18
	Wear Resistant Overlay
	48064000
	13/06/2005

	19
	Octanol
	29051600
	15/09/2005

	20
	Butanols
	29051300
29051400
	14/10/2005

	21
	Nonyl Phenol
	29071310
	29/12/2005

	22
	Potato Starch
	11081300
	06/02/2006

	23
	Paper for electrolytic
	48059110
	18/04/2006

	24
	Sulfamethoxazole 
	29350030
	16/06/2006

	25
	Bisphenol－A
	29072300
	30/08/2006

	26
	Methyl Ethyl Ketone
	29141200
	22/11/2006


2.7. In comparison with the NTMs reported in 2003, to what extent has China progressively reduced NTMs? What NTMs have been removed and what new ones, if any, have been introduced? How significant are they in the context of achieving the Bogor Goals? 
A: Since 2003, China has reduced NTMs greatly. In 2003, there were 8 kinds of products on 143 tariff lines(at the 8 digit level) under the administration of import quota and license. In 2004, import quotas(not including TRQ) were eliminated and there were 5 kinds of products on 123 tariff lines(at 8 digit level) under the administration of import license. In 2005, there were 3 kinds of products on 83 tariff lines(at the 8 digit level) under the administration of import license. In 2007, there is only 1 kind of products on 10 tariff lines under the administration of import license (at the 8 digit level). 

 A：The reduction of NTMs is beneficial to the improvement of transparency of the trade policies of China, to the facilitation of China’s foreign trade, to the expansion and acceleration of trade development. In this context, the reduction of NTMs is a great effort and achievement of China to realize the Bogor Goals. 
2.8. What products are subject to TRQs? How are the TRQs allocated? What percentage of total imports might these products constitute?
A：At present, products subject of TRQs are as follows: grains(wheat, corn, rice), sugar, wool, wool top, cotton, fertilizer. NDRC and MOFCOM are jointly responsible for the allocation of TRQs for grains and cotton. MOFCOM is responsible for the allocation of TRQs for sugar, wool and wool top. In 2006, the import volume of the items of tariff quotas reached 10.81 billion USD, taking 1.37% of the total import.
CANADA

1. Since the January 1 2006 change to automatic import licensing, China’s imports of canola oil (low erucic rapeseed oil) have fallen 98%. Would China offer explanations for the abrupt change?

A: Reasons are as follows:
1) The increase of international price of canola oil. With the soaring of the oil price at international market in the first half of 2006, the demand for bio-diesel made from rapeseeds increased greatly, which led to the higher international price of canola oil. This fact did restrain this demand for import of canola oil.

 2) The increase of import of raw materials such as rapeseeds and soybeans. In recent years, the oil-press industry in China has experienced a high speed of development, which led to an excessive capacity of oil-press. Accordingly, the excessive capacity of oil-press make the cost much lower than that of foreign oil-press industry. Therefore, it’s more profitable to import rapeseeds than to import canola oil. Moreover, the growth of soybean import by 5% and the decrease of the average import price of soybeans in 2006, which increased the supply of soybean oil, has posed tremendous competition to the import of canola oil. 

3) More market share occupied by the import of palm oil. Because of its comparatively lower price, palm oil is regarded as a substitute for canola oil, which lessened the demand for canola oil.

ABAC-JAPAN

1. Transparency of the exercise of anti-dumping measures Status and issues: 

In joining the WTO, China made the commitment that its regulations and procedures relevant to anti-dumping measures would conform to the Anti-Dumping Agreement. In relation to this, the Anti-Dumping Ordinance and the relevant regulations are being enforced. With respect to the application of the aforementioned measures, however, the procedures for commencing the investigation, goods under investigation, determining whether similar goods exist in China, and recognition of damages in the Anti-Dumping Ordinance are considered as not conforming to the Anti-Dumping Agreement.

It is important to recognize that the imposition of weak anti-dumping measures ultimately translates into decreased competitiveness of Chinese corporations. In the case where anti-dumping measures are imposed on the basis of the Anti-Dumping Ordinance, the measures should conform to the Anti-Dumping Agreement. In conjunction with this, we particularly urge the Chinese government to create opportunities whereby relevant corporations are able to fully state their opinions, including disclosing the information pertaining to the aforementioned measures.

A：The disclosure of information in anti-dumping investigations has been regulated in accordance with the Antidumping Regulations of People’s Republic of China, Provisional Rules on Disclosure of Information In Anti-dumping Investigations, and Provisional Rules on Access to Non-confidential Information in Anti-dumping Investigations, which ensure the transparency of anti-dumping investigations in China. The practices and procedures of anti-dumping investigations in China are also transparent and compatible with the Anti-Dumping Agreement and relevant agreements of WTO.

At the stages of initiation, preliminary determination and final determination, the Investigation Authority of China would notify all interested parties of the facts adopted for determination and essential data adopted for the calculation of dumping margin. The Investigation Authority of China would also provide the interested parties with opportunities to comment. What’s more, the Investigation Authority of China has established public information reading room of antidumping investigation for all the interested parties’ access to the non-confidential information related to specific antidumping cases.

The Investigation Authority of China has always been improving its practice so as to ensure the transparency of anti-dumping investigations in both procedural and substantive aspects.
2. Transparency of export restrictions on coke

In the autumn of 2003, China greatly reduced the number of coke export licenses issued, citing tight domestic supplies. As a result of that, the price of coke soared from the end of 2003 to the middle of 2004. While licenses have been issued smoothly from the second half of 2004 onward, the number of licenses to be issued is determined every other year, as well as being issued by quota, and this remains a source of market instability.

Pertaining to this issue, the elimination of export restrictions is most desirable, but at a minimum we urge the Chinese government to refrain from rapidly decreasing the number of licenses, etc, and desire regulations that will not cause disruptions in international markets. Also, a high level of transparency should be ensured when imposing quotas.

A：In line with related laws and regulations of China and the WTO rules, China applies quota administration to coke export and makes notification on this to the WTO annually. The industry of coke is highly polluting. In recent years, for the purpose of protection of environment and materials, the Chinese government has adopted a series of restrictive measures for domestic production and consumption of coke, and made great efforts to maintain the total volume of coke export as to keep a stable supply for the international market. 

As for the question on transparency, according to related laws and regulations, MOFCOM, on an annual basis, makes proclamations to the public on the total volume of coke export and the list of exporting enterprises as to ensure transparency of the administration of export quotas for coke. 
3. Service

3.1. How significant is the service sector in the Chinese economy? Please provide the trend of shares of service industry in the industrial structure, by GDP and employment. 
A: Service sector has been playing a more and more important role in boosting China’s economy. The industrial added value of Chinese service sector increased from 88.2 billion RMB in 1978 to 7.3 trillion RMB in 2005, and the proportion of service sector in China’s GDP rose from 24.2% in 1978 to 39.9% in 2005. Calculated at comparable price, the industrial added value of service sector achieved annual growth rate of 11.2%, nearly 2% higher than that of GDP in the same period. The number of employees in service sector increased from 4.89 million in 1978 to 237.7 million in 2005, with a proportion of 31.4% in 2005 in the total domestic employees compared with 12.2% in 1978.

3.2. In the last IAP, China mentioned that it sped up liberalization of service market, particularly since its entry into the WTO. Please provide a general picture of China’s major service liberalization initiatives as well as long-term policy goals for service industry. 

A：Since China’s accession to the WTO, the market access for foreign services suppliers has been significantly improved. Among the 160 services sectors and sub-sectors under the WTO classification, China has opened up more than 100 sectors, accounting for 62.5%, almost reaching the level of commitments made by the developed Members.
Take banking sector as an example, by the end of 2005, 72 foreign banks from 21 economies had established 254 operational institutions in China, and 177 foreign banks from 40 economies had established 240 representative offices. Total assets of foreign banks increased from US$ 11.84 billion at the end of 1994 to US$ 87.657 billion at the end of 2005, increasing 7.4 times within 11 years.

In insurance sector, there had been 82 insurance companies in China by the end of 2005, among which 40 were foreign-invested insurance companies. The growth rate of premium revenues of foreign-invested insurance companies has experienced a rapid expansion, which is 29 times than that of domestic insurance companies. At the mean while, the premium revenues of foreign life insurance companies increased by 356.1%.

In distribution sector, the Chinese government has fully opened up the market for foreign invested enterprises by eliminating the restrictions on the number of business units, geographical location and the foreign ownership. Since 1992, China has cumulatively approved 1,341 foreign invested distribution enterprises, which have established a total number of 5,657 retail shops. In 2005, the number of newly established foreign invested distribution enterprises exceeded the aggregate approvals from 1992 to 2004. Market share of large foreign invested chain-supermarkets in China continuously expanded to more than a quarter in 2005. In some cities, the figure was even over 50%.

China has also offered enormous market access opportunities in other service sectors such as telecommunications, accounting, and education, etc..

3.3. It is highly appreciated that China is moving ahead for the achievement of the Bogor Goal by furthering service sector-specific liberalization. Please list major achievements by sector since the last IAP along with their economic significance and underlying policy goals in the following table.

	Service Sectors
	Major Initiatives for Liberalization
(market access and national treatment)
	Economic Significance and underlying policy goals

	Business Service: 

Legal Service

 
	Market Access:
Since China removed the quantitative and geographic restrictions on establishment of representative offices of law firms by other economies at the end of 2002, the number of representative offices of law firms from other economies, which is set up in China, has reached 242, with an annual increase of 30 to 40. Among which, 179 were established by the foreign law firms and 69 by that of Hong Kong, 30 foreign law firms and 7 Hong Kong law firms opened 2 representative offices in China. 1 foreign law firm and 2 Hong Kong law firms opened 3 Rep. offices. The number of Foreign and Hong Kong lawyers, who are certified to practice in China, increased from 231 in 2003 to current 500. The operational revenue of those representative offices increased from RMB 874 million in 2003 to 2,022 million in 2005. Their business scope has continuously expanded to high-end market such as M&A, intellectual property, capital market, and international trade etc., and achieved great development. Many representative offices have established robust cooperation relations with their Chinese partners to provide high quality legal services for clients from both China and foreign economies.
National Treatment:

Ministry of Justice and provincial departments of Justice seriously implement “Administrative Rules of Representative Offices of Foreign Law Firms in China” and “Stipulation on Implementing the ‘Administrative Rules of Representative Offices of Foreign Law Firms in China” issued by Ministry of Justice, and undertake their duties on examination, approval and supervision of foreign law representatives in accordance with law. The efficiency of administration is improved. The administrative procedures is further simplified. A better environment has been created for foreign legal service providers to practice in China.


	The liberalization of legal service is closely in relation to the China’s overall opening up situation and the requirement of the industrial self-development. On one hand, the legal service has unique advantage in ensuring legal security and fair trade. The opening of legal service is beneficial for attracting foreign investment, expanding foreign trade and carrying out the strategy of “Go Global”. On the other hand, as an important part of modern service industry, Chinese legal service industry has the inherent requirement for opening-up, that will improve comprehensively the quality of the legal service. In recent years, China has speeded up the pace of opening up of its legal service, and has made great progresses. 

The opening-up of legal service will facilitate the transformation of China’s economic structure, enterprise structure, culture configuration and management modality into international accepted ones. In addition, it will promote Chinese enterprises to compete in global market and embrace enormous opportunities on global stage. Chinese commodities, labor, technology, information and capital will be further integrated into world economy.

	Business Service: 

Accounting Service

	Market Access: 

(1)The accounting service is subject to Regulation on Accounting System for Business Enterprises and Regulation on Accounting System of Financial Institutions, as well as 17 Accounting Standards for Business Enterprises. Those legal documents founded China’s accounting standard regime. 

(2)CPA’s practice is subject to 29 Independent Auditing Standards, 10 Independent Auditing Practice Pronouncements, General Standard on CPA Occupational Morality, General Standard on CPA Continuing Professional Education and General Standard on CPA Quality Control. 48 Auditing Standards for CPA were promulgated and took into force from January 1, 2007.

(3) Foreigners who pass examination of China’s National Certified Public Accountants (CPA), shall be issued licenses, and granted full national treatment in establishing partnerships and incorporated accounting firms.

(4) CPA qualification is required for practicing CPA auditing business. Those who passed the national examination of CPA and engaged in the auditing services in China more than 2 years are permitted to register as CPA.
(5) Residents in Hong Kong, China and Macao, China who meet the requirements of the Provisional Regulatory Rules on the Qualification for Accounting Technicians can apply for the exams of the Accounting Technician Qualification in the corresponding level.

(6) When issuing CPA certificate for citizens of Hong Kong, China and Macao, China, the working experiences in Hong Kong, China and Macao, China are fully recognized by China. 

(7) Hong Kong, China and Macau, China CPA firms are permitted to apply for temporary audit licenses when they temporarily handle the business in China. The Period of validity is extended from one year to two years.
National Treatment: 

The issuance of Chinese CPA certificate for citizens of Hong Kong, China, Macao, China, and Chinese Taipei are accorded national treatment, and foreigners are accorded national treatment based on reciprocal principle.


	After China’s accession to WTO, the pace for marketlization of economy is quickened. The activities of international trade and investment are increasingly proactive. The accounting information is playing a more important role in the decision-making process of business management and the activities of financing and investment, which raises higher requirements for development of China’s accounting standard, accounting supervision and audit on CPA. 

The direction of reform is to promote the conformance of domestic accounting standards and international ones, to facilitate the liberalization of accounting service, and encourage the cooperation with the other economies. 

	Business Service:

 Others
	China will consider, on the basis of its WTO commitment, to steadily open up business services.
	To fully fulfill China’s WTO commitment, and promote the development of business service of China.


	Communication Service
	As indicated in 2006 IAP report.
	To further open up telecom market in accordance with China’s WTO commitments.
To improve domestic law and regulations and create a sound legal environment to protect the interests of both home and foreign investors as per WTO rules and China’s WTO commitments.



	Construction and Related Engineering Service
	From June of 2004 to Dec. of 2006, Ministry of Construction promulgated two regulations to further liberalize the industry. One is Administration Rules on Foreign-invested Engineering Service Enterprises. Another is Measures on Implementing Regulations on Foreign-Invested Construction and Engineering Design Enterprises


	The new regulations are to further open up the market and practice a unified credential administrative measures and standards to both domestic and foreign enterprises in accordance with China’s WTO commitment. 

	Education Service
	Joint schools are permitted with foreign majority ownership. In addition, foreign institutes and enterprises, representative, officer of international organization in China and foreign nationals residing in China legally are permitted to establish wholly foreign-owned schools to provide secondary and other lower level education services for children of foreign nationals resides in China. Foreign individual education service suppliers are permitted to enter into China to provide education services when invited or employed by Chinese schools and other education institutions. 
	Education is playing an important role in promoting China’s social and economic development. Chinese government aims to develop its education so as to contribute to the creation of an innovation-oriented society.

In the meantime, China perceives that the opening up of Education Services should match each economy’s development status and its moral and culture requirements. China will continue its reform and gradually liberalize its education sector.


	Distribution Service
	Ministry of Commerce promulgated Measures for Administration on Processed Oil, and Measures for Administration on Crude Oil on Dec. 4, 2006 to liberalize its distribution services in the sectors of processed oil and crude oil.

In 2005, Ministry of Commerce, National Development and Reform Commission and State Administration of Industry and Commerce jointly issued the Measures for Administration on Branded Automotive Vehicle Sales, clearly stating approving procedures and authorization for establishing foreign-invested auto distribution companies in China, which opens up the auto distribution market in accordance with the China’s WTO commitment.
National Treatment: 

In taxation, foreign enterprises presently still enjoy more preferential treatment than Chinese domestic enterprises.

	The new measures further enhance the transparency of the administration, beef up the supervision, regulate the behaviors of market dealers, keep the market in order, and protect the interests of investors, dealers and consumers.

	Health Service
	As indicated in 2004 IAP report.
	As indicated in 2004 IAP report.

	Transportation Service
	As indicated in 2006 IAP report.
	As indicated in 2006 IAP report.

	Financial Service
	Insurance:

MA：Remove the requirement for compulsory cession of the primary risks for non-life, personal accident and health insurance business to the appointed Chinese Reinsurance Company.
Securities:
1. China has fulfilled its WTO commitments. By the end of 2006, there had been 8 Joint-Venture securities companies in China, among which 5 JVs were established after China’s accession to WTO. 24 Joint-Venture fund management companies have been set up since China’s accession, representing 41% of China’s fund management companies. The foreign ownership in 9 joint ventures is up to 49%. 39 foreign securities companies in Shanghai Stock Exchange and 18 in Shenzhen Stock Exchange are authorized to trade B shares directly. Meanwhile, SHSE and SZSE have 3 foreign special members respectively.

2. Due to the fact that China’s capital account is still not opened up, a pilot scheme of Qualified Foreign Institutional Investors (QFII) was launched in Dec. 2002, through which foreign investors can invest in China’s capital market directly. This scheme was revised in 2006 to facilitate foreign investment. By the end of 2006, 52 foreign institutions had been licensed as QFII with a total investment amount of US$ 9.045 billion.
3. China further expanded the liberalization on its capital market in Feb. of 2006 through the promulgation of Rule for Administration of Strategic Investment by Foreign Investors on Shares of Listed Companies, which allows foreigners to purchase shares of listed companies as strategic investors.

4. In Aug. 2006, China launched a pilot scheme of Qualified Domestic Institutional Investors (QDII). The competent domestic investors are allowed to invest in overseas market. The QDII program further promotes the opening up of China’s capital market.

5. Chinese Enterprises have the right to choose to list their shares in domestic or overseas stock markets. By the end of 2006, 143 domestic companies had listed on overseas capital market, accumulatively raised funds of USD 94.89 billion.

6. The qualified foreign-invested companies in China are permitted to issue shares and list in China’s stock exchange. They are granted National Treatment in this respect provided that their businesses comply with national industrial policy for foreign investment. 

7. China allows domestic security intermediaries to participate in overseas business. By the end of 2006, 7 securities companies and 6 futures brokerages had established overseas branches.


	Insurance:

The liberalization measure is to promote the adequate competitions to foster the reinsurance market, and improve the market mechanism. 

Securities:

China has taken an active and gradual way to liberalize its securities services sector. The reform has quite positive impetus on capital market. Firstly, foreign securities intermediaries have introduced international practice, expertise and professionals to domestic securities industry, which intensified market competition and forced domestic intermediaries to improve management, corporate governance and risk control capability. As a result, the efficiency of both securities industry and capital market has been significantly improved; Secondly, foreign investors such as QFIIs are permitted to invest in domestic capital market, which is beneficial for accelerating the development of institutional investor; Thirdly, more and more domestic enterprises are listed on overseas stock market. It helps them to optimize their capital structure, improve corporate governance and enhance management transparency. 
Generally speaking, liberalization in securities service sector improves significantly the competitiveness and efficiency of domestic securities industry, which accelerates the development of market-oriented capital market, creates a friendly environment for capital market’s reform and development, and is beneficial for fostering a more advanced and stronger capital market. 


3.4. Please provide the policy formulation framework for service market liberalization. Does each ministry responsible for a particular service industry have the authority to determine the speed of liberalization? Is there any centralized agency or inter-governmental committee which coordinates overall service market liberalization policy?

A：Further liberalization policy of China’s service market will be formulated by the State Council as it deems appropriate and necessary. Each ministry responsible for a particular service industry has the mandate to recommend the new policy to liberalize the market. The recommendation is obliged to report to State Council and is subject to the approval. 

3.5. Could you provide information on whether the existing policies for market access and national treatment on the service sectors mentioned in the previous table are actually more liberal than what China has committed in the GATS. If such were so, is there a plan to align the GATS commitment of China to the present level of market access? 

A：China has made high level GATS commitments in service sectors. Now, every sector is actively fulfilling the commitments. 
3.6. What is China’s future plan to expand the positive concession list of service markets to the WTO? 

A：Ditto. 

3.7. What would be the priority areas in capacity building for regulatory authorities to carry out the elements identified in the Menu of Options for Investment Liberalization and Business Facilitation? 

A: China always attaches much importance to capacity building activities for investment liberalization and facilitation. No specific priority areas on capacity building have been put forward at present.
3.8. Could China elaborate on how it interprets preferential rules of origin as applied to services, ie denial of benefit in its FTA/RTA. 

A: For China-ASEAN Trade in Services Agreement, please check http://gjs.mofcom.gov.cn/accessory/200701/1168594586976.doc. The definition of Juridical Persons and Denial of Benefits in trade in FTA service agreement is subject to the consensus of two parties of FTA and is the outcome of the negotiation. China-ASEAN Service Agreement is the first and only services agreement signed by China under the framework of FTA.
AUSTRALIA

On Services: Telecommunications/insurance/banking

1. We note China’s update of its IAP and response on transparency, and look forward to the availability of its full IAP. 

A: Full IAP can be found at www.apec-iap.org/document/PRC_2006_IAP.htm.

2. We would welcome elaboration of the planned improvements China is considering, notably in the telecommunication, insurance and banking sectors.

A: (1) In terms of the planned improvements in telecommunication sector, please refer to China’s updated IAP. 

(2) For insurance sector, according to China’s WTO commitments, China will further open its insurance market, introduce the international practices, and improve the regulation and supervision. The details of the China’s commitments on market access in insurance sector are available on the website: www.mofcom.gov.cn.

(3) Regarding the banking sector, China has completely fulfilled the WTO commitments at the end of 2006, which has substantially liberalized its banking sector. 
CANADA

Services - Financial Services, Banking, Securities, Insurance

1. Canada notes that the new foreign banking regulations came out on November 16.

A: China promulgated “The Regulations on Administration of Foreign-funded Banks in the People’s Republic of China” on 11th November 2006. 

Services - Telecommunications Service

2. China indicates that a new draft Telecommunications Law is being reviewed by State Council. Will this new law increase the distinction between the functions of the Ministry of Information Industry and its regulatory responsibilities? When does China expect this review to be completed? 
A: In accordance with Reference Paper of China’s WTO Schedule of Specific Commitments on Services，”Independent regulators” means “The regulatory body is separated from, and not accountable to, any supplier of basic telecommunication services. The decisions made by regulators and the procedures used shall be impartial to all market participants”. In 1998, China formed Ministry of Telecommunications, and achieved separation between government function and enterprises management. The ministry was striped off the functions on enterprises management. The management on human resources, finance and property were transferred to relevant enterprises and industrial bodies. As a result, the Ministry is mainly responsible for open, impartial and fair supervision on telecom market. The Ministry is fully compliance with the definition of “Independent Regulator” in the Reference Paper.

China strictly abides by the related legislation procedures stipulated in Legislation Law of PRC in the process of formulating the Telecommunications Law. Telecommunications Law has been listed on the legislation agenda of China’s National People’s Congress. The legislation work is treading in steady course. The State Council is reviewing and perfecting the Draft, and Ministry of Telecommunications is working actively together with related agencies on research, demonstration, review and amendment of the Draft. With a view to promulgating the Telecommunications Law is expected to be promulgated at an early date. 

3. Would China kindly provide further information on the value-added telecommunications services licenses which have been granted? Do foreign investors require investments in manufacturing and/or R&D facilities in China in order to obtain service licenses?
A: In terms of the information on the granted value-added telecommunications services licenses, please refer to China’s updated 2006 IAP.

4. China’s report notes that foreign service suppliers of telecommunications services can establish joint venture enterprises, and provide services in and between the cities of Shanghai, Guangzhou and Beijing, for domestic and international services, and that foreign investment in the joint venture shall be no more than 25 per cent. China however has made commitments for these services in the WTO to expand the areas to include services in and between Chengdu, Chongqing, Dalian, Fuzhou, Hangzhou, Nanjing, Ningbo, Qingdao, Shenyang, Shenzhen, Xiamen, Xi’an, Taiyuan and Wuhan within five years after accession, and foreign investment shall be no more than 35 per cent. Within six years after accession, there will be no geographic restriction and foreign investment shall be no more than 49 per cent. Please advise what China’s plans are for meeting these commitments.
A: China seriously fulfills the WTO commitments on telecom service and timely relax the restrictions on business scope, geographic scope, time frame and foreign equity. At present stage, foreign suppliers are allowed to provide Domestic and International Services in 17 Chinese cities, with the condition that foreign investment shall be no more than 35 per cent. No later than Dec.11, 2007, China shall remove all geographic restrictions with the condition that foreign investment shall be no more than 49 per cent.

China will continually fulfill its WTO commitments, and approve the application for establishing foreign-invested telecom enterprises according to related laws and regulations, such as Regulation on Administration of Foreign Investment in Telecommunication Enterprise, the Telecommunication Rules of the People’s Republic of China and Measures on Administration for Granting Licenses for the Telecom Operation, etc.

CHINESE TAIPEI

Energy Services
1. As indicated in the report, China’s Renewable Energy Law went into force on Jan. 1, 2006. Could China explain any restriction or requirement on foreign investment of renewable projects in this Law, and how local governments cooperate with the central government in implementing the application of renewable energy and achieve the targets set by this law? In addition, to what extent can foreign investors participate in China’s renewable energy market?
A: According to Renewable Energy Law of China, there is no restriction on foreign investment of renewable projects. According to “Industrial Catalogue Guiding Foreign Investment”, foreign investment on renewable energy falls into the encouraged lists. 

According to the energy demand of the whole economy and the factual situation of renewable energy, NBRC designs the medium and long term target of total amount of developing and utilization of renewable energy and submits to State Council for approval. After that, NBRC and local government at different level will jointly enact and publicize the medium and long term target for sub-level government according to the total amount set by State Council and the specific situation of local area. 

China welcomes foreign investors to invest in renewable energy service in accordance to relevant laws and regulation of foreign investments.

Financial Services
2. China’s commitments on commercial presence of banking and other financial services (excluding insurance and securities) are as follows:

(1) Within five years after accession, geographic restrictions will be removed in terms of business of foreign exchange and RMB.

(2) For local currency business, within five years after accession, foreign financial institutions will be permitted to provide services to all Chinese clients.

(3) Within five years after accession, any existing non-prudential measures restricting ownership, operation, and juridical form of foreign financial institutions shall be eliminated.

China promulgated “The Regulations on Administration of Foreign-funded Banks in the People’s Republic of China” on 11th November 2006. According to Article 31, a foreign bank branch may not engage in RMB business provided to Chinese citizens within the territory of China, except when receiving a time deposit of not less than RMB 1 million yuan each time from Chinese citizens within the territory of China. However, wholly foreign-funded banks and Chinese-foreign joint venture banks are not subject to such a restriction in RMB business.
We would like to question the restriction on branches of foreign banks in soliciting RMB business. China’s commitment on “commercial presence” allows foreign financial institutions, including branches of foreign banks, to undertake RMB business. Therefore, the regulation with respect to the minimum amount of time deposit of RMB 1 million yuan for foreign branches violates China’s commitment. Moreover, the restriction impairs the competitiveness of foreign banks in China and infringes upon the WTO principle of national treatment.
A: The latest amendment of the Regulation does not restrict the foreign-funded banks to conduct domestic currency business. Foreign banks can choose the forms of commercial presence according to their development strategies and business principle in China. Foreign banks that incorporate as subsidiaries are able to conduct RMB business with Chinese individuals within the territory of China. Foreign banks operating as branches are only allowed to draw time deposit of over one million RMB with Chinese individuals within the territory of China, in addition to conducting foreign and local currency business with corporate clients. 

3. Chinese Taipei business people have frequently indicated to us that the thresholds set by China’s regulations on the establishment of foreign-invested insurance companies in China by foreign insurance companies are too high. For instance, there is the requirement that a company have assets not less than US$5 billion at year-end in the year before application; there is also a requirement that a company have already established within China’s territory a representative organization for two or more years; and so on. It is requested that China lower the thresholds set by the aforementioned regulations in line with the commitments made by other WTO Members, i.e., that the time requirement be revised to “one or more years” or eliminated entirely, and that different asset requirements be set for life insurance and non-life insurance companies, due to the different nature of these types of insurance, with an appropriately lower standard for non-life insurance companies. In addition, with respect to China’s restriction on foreign shareholding within foreign-invested life insurance companies in China, that foreign-owned shares may not exceed 50% of such companies’ total shares, it is requested that China increase the percentage as a means of showing it is sincere about opening China’s market to foreign companies.
A: In China’s WTO commitments, we made clear concessions on the market access of foreign insurance companies. As a measure for the purpose of prudential supervision, China still remains thresholds on the establishment of foreign-invested insurance companies. This reflects the actual needs for managing risks in Chinese insurance market. China will make appropriate improvements according to the future development of the market.

UNITED STATES

1. In its WTO GATS schedule, China committed to allow foreign banks to conduct domestic currency business with Chinese individuals by December 11, 2006. The State Council issued regulations in November allowing only foreign banks that incorporate as subsidiaries in China to conduct domestic currency business with Chinese individuals. Can China explain the prudential basis for prohibiting foreign banks operating as branches in China from providing lending services, including issuing credit cards, to Chinese individuals?
A: The latest amendment of the Regulation does not restrict the foreign-funded banks to conduct domestic currency business. Foreign banks can choose the forms of commercial presence according to their development strategies and business principle in China. Foreign banks that incorporate as subsidiaries are able to conduct RMB business with Chinese individuals within the territory of China. Foreign banks operating as branches are only allowed to draw time deposit of over one million RMB with Chinese individuals within the territory of China, in addition to conducting foreign and local currency business with corporate clients. 

The above-mentioned different regulatory measures be set for branches and incorporated entities of foreign banks, are mainly due to the different nature of these types of entities. Branches of foreign banks are operational extensions of their parent banks. The depositors of the branches in the host economy are not guaranteed to have the priority in reclaiming the deposit under the circumstance of liquidity or payment crisis. As a host economy, China can hardly control the overall risks and carry out the isolation of risks between the foreign parent banks and their branches in China. Once the foreign parent banks are under crisis, the branches would be influenced directly. It is clear-cut stipulated in the laws and regulations of many economies that domestic depositors enjoy priority over overseas depositors as per the order of compensation of debt. It is a common tends for global bank supervision to practice prudential requirements on the retail business of Branches. In a few of economies, it is compulsorily requested that only foreign banks incorporate as subsidiaries are allowed to conduct retail business of local currency in order to reinforce the efficiency and effectiveness of supervision as a host economy. 

2. By no later than December 11, 2006, China committed to allow unrestricted market access for foreign service suppliers offering “payments and money transmission services, including credit, charge, and debit cards” for RMB business with retail clients. China has not yet taken any steps to fulfill this important WTO commitment. China also has commitments to aallow the provision of related auxiliary services. Does China plan to issue regulations implementing this commitment in the immediate future? If so, will these first be issued as draft regulations to allow for prior comment by interested parties, consistent with China’s WTO transparency obligations?
A: This commitment mentioned above is made referring to those foreign banks established within the territory of China. By abiding to relevant operational practices and technical standards regulated by China, foreign investment banks established within the territory of China with competence for RMB business approved by banking supervisory authorities could conduct banking cards for RMB business including issuing cards, intra-bank payment and acquisition. 

According to “the Administrative Rules of Foreign Investment Bank” promulgated recently, competent financial institutions could offer payments and money transmission services, including credit, charge, and debit cards after being approved by banking supervisory authorities.

China is drafting “the Administrative Rules of Banking Cards” and relevant regulations on payments and settlement business, which will be the basic laws and regulations for commercial banks including foreign investment banks to conduct banking cards for RMB business. As required by China’s Administrative Licensing Law, just like the approach China drafted “the Administrative Rules of Foreign Investment Bank”, we will allow interested parties to make prior comments before the promulgation of the above laws and regulations. 

ABAC-JAPAN

1. General comments on services

We highly value that China has setup legal systems related to the service sectors and has advanced certain liberalization in practical aspects based on its commitments upon joining the WTO. On the other hand, there remain regulations in existence in each industry which create obstacles to business development.

The foreign service industry can utilize such advanced know-how, and contribute to the setup of business infrastructure for the manufacturing industry in China, and to the improvement of life for the Chinese people. Based on this perspective we expect that the Chinese government will actively pursue further liberalization of service sectors, including requests that go beyond the scope of the WTO commitments. 

2. Financial Services: Banks
We highly value the clarification of approval standards for the derivative business. On the other hand, there are still regulations in existence which do not consider differences in the regional bases of operations, and which in effect result in discrimination against FIEs (foreign invested enterprises). In addition, new regulations have been established pertaining to the development of business in the regions.
(i) We request the elimination or relaxation of regulations concerning the minimum invested capital per scope of business services and branches, the limit of 8% on the ratio of net worth to deposits of branches, and the loan ratio limit of 40% in the inter-bank market in the case of yuan-based transactions, and requirements for opening branches for yuan-based transactions (established at least three years previously, continuous surplus for the two most recent years). We call for the elimination of these regulations. In the case where they must remain in force, we believe it is sufficient if the requirements are fulfilled by all operational headquarters in China rather than branches.

1. Regarding the requirement of minimum invested capital for foreign-funded banks: It is an international common practice of banking regulation to set requirements for operational capital of foreign bank branches for the purpose of controlling their risks. When formulating and amending the minimum capital requirement for the branches of foreign banks, China has to take account of the actual situation of domestic financial sector, including the status of banking industry and its supervision, and the business demands of foreign bank branches. The newly revised Regulation of Foreign-Funded Banks of PRC and its detailed implementation rules have adjusted the capital requirements of foreign bank branches to two levels, which we perceived that it could meet the needs of risk management.
2. It has stipulated that the ratio of RMB assets in its capital to the RMB assets in its risk assets should not be less than eight percent. This prudential measure against risk is mainly under two considerations. Firstly, RMB is not a convertible currency for capital account transaction. Hence, foreign exchange of foreign banks is not freely converted into RMB. In order to control liquidity risks in RMB of foreign bank branches and ensure the stable operation, as well as the interests of depositors, we require the foreign bank branches shall abide by the provision. Secondly, the performance and risk situation of foreign bank branches are various from each other, thus their operational capital indicator should be reviewed separately.
3. With regard to the requirements that the ratio of the RMB loans gained by inter-bank lending to the total amount of RMB liabilities shall not be more than forty percent, the People’s Bank of China consulted the interested parties in 2002. However, no rules or regulations have ever been promulgated up to date. Therefore, there is no loan ratio limit of 40% in the inter-bank lending business. In the Transitional Review of China by WTO, similar questions were raised by Japan, EU and other member states. The People’s Bank of China replied with the same answer.

4. Concerning the requirements for opening branches (established at least three years previously, continuous surplus for the two most recent years), it is part of China’s WTO commitments and is also the needs of prudential regulation. Up to date, there is no plan to revise those requirements.
(ii) We request acceleration of approval to establish branches.

A: The market access requirements and application procedures of foreign bank branches is specified in the Regulation on Administration of Foreign-funded Banks in People’s Republic of China and its detailed Implementation Rules. We will approve the application in accordance with relevant laws and regulations to ensure that the relevant prudential criteria and procedures are satisfied.
(iii) We request flexible approval to set up accounts in remote locations.

A: We would like to seek further clarification on this question.

(iv) We request relaxation of controls on the total amount of foreign currency raised overseas (under the Regulation of the People’s Republic of China Governing Foreign-funded Financial Institutions).
A: It is difficult for Chinese side to respond due to the ambiguity of the question.
3. Financial Services: Life Insurance

Based on WTO commitments, regulations on foreign capital life insurance companies have been relaxed. However, problems remain such as the limit of 50% capital investment by foreign capital life insurance companies, that specific regulations and detailed provisions of laws pertaining to insurance have not been announced, and corporate pension tax system problems, etc, and these are creating obstacles to actual business development.

Requests and solutions: (i) Relax limits on the ration of foreign capital investment and ensure approval for the entry as wholly foreign owned companies or branches.

(ii) We request early establishment of specific regulations and detailed provisions of laws related to insurance and a tax system for corporate pensions.

(iii)We urge further relaxation of regulations for asset management of insurance companies. 
A: (i) The limit on foreign equity share in life insurance companies is part of China’s WTO commitments. It is consistent with the development level of China’s insurance and is necessary to ensure the smooth development of the insurance market. 
(ii) We take note of this request and will convey the message to relevant agencies.

(iii) The requirement for insurance asset management companies is the prudential measure based on the status of China insurance asset management. 
4. Financial Services: Non-life Insurance 

(i) New products as well as new FIEs and branches have not been approved in line with procedures set out in the laws and regulations. There are even cases where a seemingly valid application had been shelved for over a year.

(ii) Ban on foreign non-life insurers to write statutory insurance, including automobile third-party liability insurance, is creating a major hindrance to foreign non-life insurers offering automobile insurance altogether, which is a core line of business.

(iii) “Regulations on the Administration of the Reinsurance Business” came into force only a month and a half after its promulgation. Articles 11, 12-2 and 22 of “Regulations on the Administration of the Reinsurance Business”, stipulates various restrictions on reinsurance including, priority cessions to reinsurance companies in China and restrictions on cessions to affiliates of the insured and of the foreign insurer

Requests and solutions: (i) With regard to approving new products, as well as the establishment of FIEs and branches in China, we request the Chinese government to ensure speedier and more transparent procedures and approve the applications of enterprises that meet the requirements in a prompt manner.

(ii) As the motorization rapidly takes hold in China, we seek the opening of China’s automobile third-party liability insurance market to foreign non-life insurers that have valuable expertise in the field. In so doing, the foreign business community will be able to contribute toward infrastructure development for the Chinese motor vehicle insurance market.

(iii) We seek China to abolish every restriction on reinsurance business stipulated in “Regulations on the Administration of the Reinsurance Business”. We are concerned that such restrictions on reinsurance business go against China’s schedule of specific commitments on reinsurance.
A：(1) The process of approvals on new products, FIEs and their branches strictly follows the relevant stipulations. There is no case that the qualified applications were rejected. Some Japanese insurance institutions were disclosed the problems in terms of operation and compliance. A few of companies even breached the regulations, and received penalties in accordance with the law and regulations. These cases cast shadow on the timely approval for their applications.
(2) The automobile third party liability insurance mentioned in the question which essentially signifies the “compulsory insurance against liability for motor vehicle traffic accidents” was a newly launched statutory insurance in 2006. It is still premature to open up the market at present stage because this statutory insurance still needs to be improved both in business practice and supervision. 

(3) The supervision on reinsurance in China strictly follows the WTO rules, and there is no breach of WTO commitments in the reinsurance field.
5. Transportation and Logistics-related Services

(i) In relation to the logistics industry, “Establishing Model Cases for Foreign Investment Distribution Enterprises: Notice of Issues related to Expanding Operations” was announced in June 2002. According to this notice there are controls such as requirements that capital be a minimum of US$5.0 million, and that the ratio of foreign capital be less than 50%, yet relevant regulations have not been enacted since. Moreover, following the announcement of this notice the use of the wording “logistics” in the names of companies categorized as “international freight agency businesses,” “road transportation businesses,” and “warehouse businesses” which had previously been approved became impossible, with the exclusion of a few special exceptions. 

(ii) Based on commitments made upon joining the WTO, last year in December the international freight agency business was fully opened to foreign capital, but authorization for agency sales for international air freight was beyond its scope, and there is the restriction that the ratio of foreign capital investment be less than 50%. 

(iii) With regard to maritime transport services, companies engaged in this business must regularly utilize the shipping routes adjacent to regions in which their branches are located as a condition for developing their businesses and are barred by regulations from establishing branches inland.

Requests and solutions: (i) We request the relaxation of requirements to establish logistics companies as described above. In addition, we would like to confirm the sort of standard that is employed regarding the current use of the word “logistics” in company names. At the same time, as there is a contradiction between previously established companies using the “logistics” in the wording of their names with those logistics companies established through this notice, we seek broad approval to use such wording in keeping with the situation.

(ii) In line with the opening of the international freight agency business, we request relaxation of controls in obtaining authorization for international air freight agency sales not only for companies qualified under the Closer Economic Partnership Arrangement (CEPA), but also for FIEs. 

(iii) With respect to maritime transport services, we request the Chinese government to promptly eliminate the above-mentioned restrictions, etc.
A: Logistic Services: We take note of this request and will convey it to relevant agencies.

Air Transport Services: International air freight agency business is different from international freight agency business, and is not committed by China in WTO. CEPA is a special domestic arrangement for trade facilitation and liberalization between Mainland China and Hong Kong, China and Macau, China. It is not practical for China to relax the controls in obtaining authorization for international air freight agency sales for FIEs.
Maritime Transport Services: In GATS Article II (Most-Favored-Nation Treatment), it says “A Member may maintain a measure inconsistent with paragraph 1 provided that such a measure is listed in, and meets the conditions of, the Annex on Article II Exemptions.” In accordance with the exemption stipulations, related parties may sign bilateral agreement and set up foreign-owned enterprises and Joint-venture in China to deal with common business according to the related Chinese laws of wholly foreign- owned enterprises and Joint-venture. But the prerequisite of this regulation is the current situation of trade between the signing parties. Therefore, the regulations for foreign maritime transport companies do not violate the WTO commitments. 
6. Construction and Related Engineering Services

In accordance with the Administrative Regulations on Foreign Invested Construction Companies, among others, FIEs are not permitted to practice unless they have established subsidiaries in China. Also, depending on the level of qualifications that is stipulated in accordance with the strict standards, there are disparities in the matters FIEs are permitted to handle. Furthermore, separate restrictions on acceptance of orders are being imposed on corporate entities wholly controlled by foreign capital 

In particular, we request the following: 

(i) Corporate entities wholly controlled by foreign capital may not receive orders for projects other than those for construction projects more than half financed by foreign capital, and projects of international financial agencies, among others. We would like the Chinese government to approve, however, their entry into public works projects, among others.
A: China fully fulfilled its WTO commitment, and permitted both joint ventures and wholly foreign owned enterprises to be established in China. At present, there is no restriction on types of construction projects undertaken by joint ventures. Four types of projects are permitted to be undertaken by wholly foreign-owned companies. In addition, foreign enterprises enjoy full national treatment with Chinese domestic enterprises in the aspect of the certification of qualification. Moreover, preferential treatments are granted to foreign enterprises in the fields of recognizing overseas performance and professionals and applying for high levels of qualifications.
(ii) Requirements on capital, employees, construction experience, etc., should be relaxed when FIEs in China are graded for their level of qualification, and the capital amount should be lowered.
A: According to China’s laws, enterprise qualification recognition system is introduced in architectural and engineering sectors. In China, all architectural enterprises, domestic or foreign, should apply for their qualifications according to the relevant regulations, and conduct business within the licensed scope of recognition.
The application for qualifications shall meet the requirements on employees, performances and capital. Meanwhile, the business scope of the enterprise shall be consistent with the qualification recognition. The qualification requirement is applied for both foreign companies and domestic companies.

(iii) With regard to the scope of the construction contracts of joint ventures, those of highly graded businesses should be utilized.

A: We would like to have the further clarification on “highly graded businesses”.

(iv) We would like the limitation on orders to five times or less of capital to be eliminated.
A: Ditto to Question (ii).

7. Telecommunications Services

While regulations concerning the entry of foreign communication businesses have been improving with the enforcement of the Telecommunications Ordinance of the People’s Republic of China and the Regulation on the Administration of Foreign Invested Telecommunications Enterprises, among others, entry has not been advancing in reality.

In order to cope with the growing need for more sophisticated and diverse telecommunications services that provide the infrastructure for corporate activities, we request the following in particular:

(i) We urge the Chinese government to promptly establish a telecommunications law for stipulating basic rules of the telecommunications business, such as the principles of market competition and the protection of user rights. 

(ii) We request the Chinese government to relax the requirements based on the above regulation for companies newly entering the business, beginning with the requirements for requesting an approval to manage the capital and telecommunications business. In particular, we ask that the government lower the minimum capital requirement and relax the regulations relevant to existing joint ventures carrying out value added telecommunications services.

(iii) Given that companies with up to 50% foreign equity will be permitted to offer value added telecommunications services and companies with up to 49% foreign equity will be able to offer mobile telecommunications, data services and basic domestic and international telecommunications services, we ask that such companies be permitted to invest a majority share of the equity.

(iv) We request that the “rule for mutual connection” with existing networks for new entries be clarified.
A：(1) For Question (i), the draft of Telecommunication law is being reviewed by the State Council and has been listed on the legislation agenda of China’s National Congress.

(2) For Question (ii), the minimum capital requirement for the establishment of joint ventures to protect the interests of consumers. Economies usually establish the threshold of capital according to their own situations and there is no unified international standard.

(3) For Question (iii), we take note of the request and there is no plan for such a change at current stage.

(4) For Question (iv) on “rule for mutual connection”, please refer to The Telecommunication Statute of the People’s Republic of China and Administrative Rules on Mutual connection of Public Telecommunication Network. The rules are publicized on the website: www.mii.gov.cn.

8. Tourism Related Services

(i) According to commitments made upon joining the WTO, foreign travel agencies were to be permitted to establish branches in China starting in January 2006.

(ii) Foreign travel agencies are not permitted to handle overseas travel (including to Hong Kong, China, Macao, China and Chinese Taipei).

(iii) Regarding the hiring of local employees, there are no other options but to take people sent by specified employment agencies.

(iv) There are limitations on foreign capital pertaining to the air agency business for travelers. Only minority positions are approved for foreign capital in the international air agency business, and the domestic air agency business is completely closed to foreign capital. 

Requests and solutions: (i) We request that establishment of branches be approved as stipulated in the commitments.

(ii) We ask for the prompt removal of restrictions which prevent foreign travel agencies from carrying out the overseas travel business in China, including that for the overseas travel of Chinese nationals.

(iii) We request that the selection of employment agencies be expanded for hiring local employees.

(iv) We request that the air agency business be opened to foreign capital companies. 

A: Regarding the establishment of branches of foreign travel agency, China will remove the restriction no later than December 11, 2007 according to WTO commitments. 
In terms of outbound travel operation, in order to keep the order and smooth development of tourism industry, it is premature to take the measure for further liberalization.

With respect to the hire of local employees, there is no limitation except for the requirement of Chinese nationals as tourist guide. 

ABAC-NEW ZEALAND
1. A substantial body of legislation is in preparation to enable China to meet its WTO commitments to liberalize foreign access in sectors such as banking, securities, tourism, and insurance. This is commended and further reform is encouraged. 
There are several other Services sectors where the need for progress is acknowledged but progress appears slower; examples are telecommunications, postal, accounting, and courier. Services reform in China is an important area of “work in progress.”
A: Since the 1980s of the last century, China has been carrying out the reform and opening-up policy in the sectors including telecom, communication and accounting services.

Telecom Services: China seriously fulfills the WTO commitment on telecom service and timely relax the restrictions on business scope, geographic scope, time frame and foreign equity. At present stage, foreign suppliers are allowed to provide Domestic and International Services in 17 Chinese cities, with the condition that foreign investment shall be no more than 35 per cent. No later than Dec.11, 2007, China shall remove all geographic restrictions with the condition that foreign investment shall be no more than 49 per cent.

China will continually fulfill its WTO commitment, and approve the application for establishing foreign-invested telecom enterprises according to related laws and regulations, such as Regulation on Administration of Foreign Investment in Telecommunication Enterprise, the Telecommunication Rules of the People’s Republic of China and Measures on Administration for Granting Licenses for the Telecom Operation, etc..
Accounting Services: China has made significant progresses in integrating domestic accounting standards to international practice. 

(1) With a view to further harmonizing domestic accounting and auditing standards with international practices, China promulgated Accounting Standards for Business Enterprises and Practicing Standards for Certified Public Accountants on Feb. 15, 2006, which reflects an important step toward the compliance of domestic accounting standards with international ones. 

(2) To promote international cooperation and mutual understanding in compliance of accounting standards, China made joint statements respectively with International Accounting Standards Committee (IASC), the Internal Market and Services Directorate General of the European Commission, and the International Federation of Accountants (IFAC).

(3) To fulfill China’s WTO commitment and achieve the implementation of Bogar Goal, China has promulgated a series of accounting regulations since 2003, including Provisional Measures on Examination, Approval and Supervision of Accounting Firms, Measures on Registration of Certified Public Accountants, Measures on Management of Acting Accounting Services, and Circular on Adjusting Examination Subjects of Accounting Technician Qualification, etc. 

(4) Liberalization of Accounting Services: Presently, foreign accounting firms are permitted to set up representative offices in China, providing related consultation services and accounting agency service. Foreign citizens who pass examination of China’s National Certified Public Accountants (CPA), will be issued licenses, and enjoy full national treatment in establishing partnerships and incorporated accounting firms.
Postal and Courier Services: China has conscientiously implemented its commitments in WTO and has opened the courier service steadily and in a gradual manner. Since December 11th, 2005, foreign courier service suppliers have been permitted to establish wholly foreign-owned subsidiaries. 

Although China hasn’t made any commitment on the postal service in WTO, China has always actively pushed forward the reform of the postal market. China Post has realized the separation of the government’s supervision function and the enterprise’s operational function. Up to September 15, 2006, the postal regulation body had been established in all the 31 provinces (autonomous regions, and municipalities) nationwide. On January 29, 2007, the recomposed State Postal Bureau announced to be established, as the State Postal Regulation Authority, which will exclusively supervise the postal industry. 
4. Investments

4.1. How important is the FDI in the Chinese economy? Has there been any major change in the role of FDI in the process of the Chinese economic development?

A: Foreign investment has played an important role for China’s national economic development since China adopted reforms and open policy around 1978. Major contributions of FDI are: input of capital, introduction of technology and managerial expertise, government revenue (taxation), employment and export. Actively and effectively utilizing FDI has been and will continue to be our fundamental policy.
4.2. Please provide the trends of FDI flow by sector and by country. Please distinguish FDI flows which are export oriented from those which are not, if possible. 

Sectoral Distribution of FDI in China for 2004
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For more details, please refer to: http://www.fdi.gov.cn/pub/FDI_EN/Statistics/FDI

2 Tables below are distribution of FDI by economy
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No statistics on export oriented FDI. 
4.3. Please describe, in general, the change of investment policy regime of China since 2004.

A: China has strictly honored WTO commitments and followed time schedules on market access for foreign investment. There have been relaxations on geographical restrictions, ownership restrictions, restrictions on scope of business and other restrictions accordingly. Great progress has been made on further opening up service sectors including financial services(banking, securities, insurance, fund management, etc.),distribution, direct selling, cargo shipping agents, investment by strategic investors in listed companies, education, travel agencies and cinemas.

On legislative build-up, over 40 new regulations and provisions guiding foreign investment on newly opened sectors covering financial services, insurance, distribution, logistics, commercial services, communication, civil aviation, architecture, tourist, transportation have been promulgated.

To further improve transparency and legal administrative performances of government agencies, the Administrative Licensing Law was promulgated in 2004, with a view to regulating administrative conducts of government agencies.
To further strengthen protection on intellectual property rights, an IPR protection office, as a special task force, consisted of 12 administrative departments was established to coordinate and intensify work on cracking down of IPR infringement cases and other matters related to IPR protection.

To improve investment environment and offer more protection on legitimate rights of foreign investors as well as give guidance to dispute centers all across China, dispute centers for foreign investment have been set up both on central and provincial levels. 

4.4. Please specify any change in the procedures of investment approval. Is there major difference in the criteria or changes there of, according to types of investment and industry sector?

A: More efforts have been made on decentralization of screening power over foreign investment to provincial level. According to the Industrial Catalogue Guiding Foreign Investment, for encouraged and permitted sectors, provincial governments can approve investments, without reference to central authorities at US$ 100 million; for restricted sectors, the amount is US$ 50 million. Approval power on projects with foreign investment in some service sectors has also been delegated to the 15 National Economic and Technological Development Zones.
4.5. China’s accession to the WTO has greatly improved the investment regime eliminating WTO-inconsistent requirements relating to export performance, local content, foreign exchange balancing and technology transfer. However, some member economies express concern about transparency issues. That is, indirect guidelines requiring such conditions still remain. Please explain China’s efforts to make the investment regime in conformity with the WTO agreement in this regard.
A: China undertook a thorough review on legislations including those governing foreign investment since China’s accession to the WTO, with a view to keeping the legislative regime in conformity with WTO rules. During the review, amendments were made on major laws related to FDI, and requirements on export performance, local content, and foreign exchange balancing were removed. 

In addition, the Administrative Licensing Law was promulgated in 2004 in order to standardize the behavior of administrative departments and to enhance transparency. 

Further, to improve transparency over screening and other administrative issues, “Open Administration” has been adopted by conducting approval process at the Grand Administrative Office of the Ministry of Commerce. Approval certificates for foreign investment projects are processed and issued here.
4.6. How much of progress has been made to make sector specific industrial policies including the automotive sector compatible with WTO rules.

A: After China’s accession to WTO, China abolished provisions requiring balancing foreign exchange, proportions on local content and export, as well as maximum limits on foreign equity ownership for motor joint ventures, which were against WTO rules and China’s commitments for accession. The Chinese government drafted and promulgated “the Development Policy for Automotive Industry” in 2004. In addition, “the Implementation Provision on Selling of Auto Brands” was published in 2005, which opens the distribution sector for automobiles.

4.7. What has been the experience of China in according foreign invested enterprises preferential treatment in terms of taxation compared to domestic enterprise? To what extent does ‘round tripping’, a practice where allegedly Chinese funds are placed in offshore financial center only to be returned to China as FDI to take advantage of preferential treatment, occur? 

A: The new Corporate Income Tax Law unifies income tax rates of domestic companies and enterprises with foreign investment, and will eliminate all leeway or improper practice of taking advantage of preferential treatment specifically offered to FDI such as ‘round tripping’. 

4.8. Please outline the nature of investment agreements that China has undertaken in FTAs/RTAs. To what extent would these be more liberal than what is offered on an MFN basis? 

A: Up to now, China has not signed any investment arrangements under the RTAs/FTAs framework though a couple of them are under negotiation.

4.9. Please provide data on the outflow of investments in China per sector and per economy destination, if possible over the period 2003 to 2006.

A: The relevant data are available in the http://hzs.mofcom.gov.cn/date/date.html. 

4.10. To what extent is China’s investment regime in 2003 and 2006 aligned with the ‘APEC Non-Binding Investment Principles’ and the ‘Menu of Options for Investment Liberalization and Business Facilitation’?
A: Please refer to China’s IAPs of 2003 and 2006.

CANADA

1. China has recently introduced new regulations for mergers and acquisitions and a five year national plan on investment. Would China kindly clarify how these measures are intended to influence foreign investment flows to China?

A: With a view to regulating and providing guidance to mergers and acquisitions involving foreign investment, enabling foreign mergers to perform on a more transparent and open platform and conduct merger and acquisition transactions through legal channels, the new regulation on mergers and acquisitions of domestic companies by foreign investors was promulgated and came into effect on September 8th, 2006, which is based on Amendment of the Interim Provision of Mergers and Acquisitions published in 2003. 

The 11th Five Year Plan on Utilization of Foreign Investment is a part of the 11th Five Year plan on national economic development. The rationale is to improve the quality of foreign investment by attracting more foreign investment through introducing advanced technologies, managerial expertise and personnel with high qualities. Priority areas on the Plan include ecological construction, environmental protection, conservation and comprehensive utilization of energy and other resources.
2. There is significant international interest to increase investment in China’s natural resource sector. Greater foreign investment will assist in bringing new technology and know-how to Chinese companies, and eventually reduce China’s dependence on imported commodities. Small, entrepreneurial companies with highly developed exploration and risk-management expertise are crucial to this process. Would China kindly advise the role it envisions for foreign investment in the natural resource sector? How does China perceive investment by smaller mining companies in its gold mining sector? 

A: Foreign investment in prospecting, exploitation of China’s mining resources will contribute to effective use of resources and risk management. The Chinese government encourages foreign investment in exploitation and mining of oil, natural gas, coal, mines of gold, iron ores, manganese ores, copper ores, plumbum ores, zinc ores and aluminum ores. We welcome investors experienced in exploitation and risk management to make investment in China. Mining companies, no matter it is, big or small, are all treated in the same way.

3. China has announced that it intends to favour “quality” over “quantity” in attracting foreign investment. Canada would appreciate greater clarification on how the quality of investments will be assessed.

A: Examples of “high quality” foreign investment projects are: ecological construction, environmental protection, conservation and comprehensive utilization of energy and other resources. Please refer to the encouraged list of the “Industrial Catalogue Guiding Foreign Investment”.
4. Does China plan any further changes to liberalize its investment regime? Will any new sectors be opened to foreign investment, including through joint ventures or wholly owned foreign enterprises?

A: More sectors will be opened to foreign investment. More screening powers will be delegated to local approval bodies and online screening will also be available in the future.

5. Please advise which service sectors have been delegated to provincial level approval.

A: There have been more sectors in which approval power has been delegated or entrusted to the provincial level. These sectors cover international cargo shipping agencies, NVOCC, architecture, printing, construction engineering design, road transportation, and commercial companies, etc.
UNITED STATES

1. We noticed that there are no actions listed under the “further improvements planned” section for implementation of APEC Leaders’ Transparency Standards on Investment (nor are any “further improvements planned” listed for the Investment section of China’s IAP). 

A: China has made great efforts in implementation of APEC Leaders’ Transparency Standards on Investment. For examples, in order to improve transparency over screening and other administrative issues, “Open Administration” has been adopted by conducting approval process at the Grand Administrative Office of the Ministry of Commerce. Approval certificates for foreign investment projects are processed and issued here. We will continue our efforts to improve transparency in the future.

2. In August, China published new regulations on cross-border merger and acquisition (M&A) transactions that involve ”major industries,” or that ”may have an impact on national economic security” or ”result in the transfer of famous trademarks or traditional Chinese brands.” What plans does the government have for further defining these terms in order to make the new screening requirement transparent?

A: For famous trademarks and traditional Chinese brands, the National Industrial and Commercial Administrative Bureau and the Ministry of Commerce have published respective lists. 430 have been among the first group identified as traditional Chinese brands by the Ministry of Commerce. Certification of famous trademarks can also be acquired by applying to the National Industrial and Commercial Administrative Bureau.

3. The new M&A regulations were not published in advance in draft form. In developing any implementing rules for the M&A regulations, will China afford interested parties a reasonable opportunity to comment on the draft rules in advance? 

A: Before M&A regulation was promulgated, a forum was held to solicit comment on the draft text of the regulation. This has been a general practice on drafting of new laws and regulations. Other forms of public comment can be taken through written communications, appraisal meetings and hearings. Sometimes, online commenting is also accessible.

ABAC-JAPAN

1. Clarification of provisions to acquire distribution rights

Based on implementation of the commitments that China made on joining the WTO such as the Measures for the Administration of Foreign Investment in the Commercial Sector, it has become possible for newly established commercial enterprises as well as previously existing investment corporations, manufacturing corporations and bonded area distribution corporations to acquire actual distribution rights. However, the detailed rules of the aforementioned regulation have still not been disclosed, so that standards and procedures to acquire distribution rights remain unclear.

We honestly value the development to release actual distribution rights. On the other hand, in order to increase business foresight, we maintain our request that clarification of standards and procedures to acquire distribution rights such as disclosure of implementation details of the aforementioned regulation. In addition, we request that foreign capital corporations that meet the standards of the aforementioned regulation be granted distribution rights without exception.

A: Since the Chinese government promulgated “Measures for the Administration on Foreign Investment in Commercial Field” in April 2004, a series of regulations have been published, including “Ministry of Commerce Notice on Relevant Issues Concerning Expanding Distribution Business Scope of Foreign Invested Non-commercial Enterprises”(2005), “Notice of the Ministry of Commerce on Entrusting Local Branches to Examine Foreign-invested Enterprises”(2005), and “The Additional Provision on Establishment of Holding Companies by Foreign-invested Enterprises”(2006). These regulations stipulate criteria and procedures on establishment of commercial companies or obtaining distribution rights by foreign investment. 

ABAC NEW ZEALAND

1. Some progress has been made to devolve to provincial level, the approval procedures to do with projects that are of potential interest to foreign investors. 

5. Standards and Conformance

5.1. Could China supply the breakdown (in number and percentage to total) of the compulsory and voluntary standards in China’s national standards? What has been the adoption rates of international standards and MRAs in these two categories over the period 2003 and 2006. 

A: China’s national standards include mandatory and voluntary standards which are coded by “GB” and “GB/T”. The adoption rate of international standards in these two categories in 2003 is 44.2% and 44%. The adoption rate in 2006 is 48.26% and 44.26%.

5.2. The 2003 IAP cited that 44.2% of national standards have been aligned to international ones and that the rate of alignment will be 10% over 5 years. The 2006 IAP reports an equivalent rate of 46.5%, an increase of around 2% over four years. What could be the reasons for the discrepancy of the planned with the actual performance? 

A: The main reason for the discrepancy of the planned adoption rate with the actual is the technical fields of China are differently classified compared with international standards bodies’. Many technical fields classification are special in China while the quantity of the standards in these special technical fields is large. Therefore, the adoption rate of IS of China is impacted greatly. China has developed a new concept of “the adoption rate on associated technical fields of international standards bodies”. China will notify the new adoption rates as relevant researches are completed.

5.3. The 2003 IAP reported that China, in 2002, published an international standards adoption plan for the period 2002-06. To what extent is the actual adoption realized in 2006?

A: Regarding the international standards adoption plan for 2002-06, it was just a case study conducted by China National Institute of Standardization (CNIS) and could not be regarded as the policy-oriented plan for the actual work. Therefore, the research result was only a reference for SAC to improve the international standardization work in China.

5.4. What percentage of the products subject to national standards that have already been aligned to international standards, net exportables? In addition, what percentage of the products that have not yet been subject to national standards that have been aligned to international standards net exportables?

A: For export goods, there is no registration system concerning standards in China, therefore, no such statistics is available at present. 

5.5. To what extent has China’s participation in FTAs contribute to increasing the level of standard and conformance? Please give some examples. 

A: Under the framework of FTAs, there are more opportunities for China to have bilateral dialogues and consultations with other economies concerning standards and conformance, and thus enhance information exchange and mutual understanding in the field of standards and conformance. For instance, the First Meeting of the TBT Committee on China-Chile Free Trade Agreement (FTA) was held in January 2007 in Beijing. The two sides exchanged ideas on regulatory policy, standards and conformity assessment procedures and shared information on standards, regulations and conformity assessment procedures on specific products. 

5.6. Among the national products currently enforced by China, particularly the mandatory ones, what extent (percentage and particular sector) would be more rigorous than international standards? What would be the likely trend over the medium term?

A: Since a lot of international standards are methods and terminology standards, which could not be compatible with national standards in term of rigidity, China could not calculate the result on what extent China standards would be more rigorous than international standards.

5.7. What percentage of China’s exports is subject to health, safety and related standards (particularly those requiring government issued certification) in their destination market? What is the likely trend over the next few years?

A: At present no such statistics is available.

5.8. What percentage of China’s total imports is subject to these same mandatory standards. What is the likely trend over the next few years?

A: At present no such statistics is available.

5.9. Please describe how the government has devoted resources to establish and enforce appropriate standards. To what extent are the regulations on standards explicitly mandated to be imposed on domestic suppliers?

A: Chinese government has paid more and more attention on the standardization work, and provided finance support accordingly. At the same time, SAC encourages the domestic enterprises to actively participate in the standardization work and fully uses the fund and human resources of domestic enterprises. 

5.10. In China’s experience, has there been concerns raised by constituents – both domestic and foreign – on whether the period to comment on new measures on standards are not adequate? 

A: In China’s experience, the period on comment is enough. There have been no concerns raised by constituents. 

5.11. What is the position of China as regards adopting of unique standards? 

A: China supports APEC economies to adopt the international standard as the basic of technical regulations and standards to reduce the technical barriers of trade. However, if the international standards or relevant parts are ineffective or inappropriate to promote economic development and solve the fundamental climate, geographical and technology problems, the unique standards should be adopted.

5.12. What is China’s position in accrediting foreign-owned or invested conformity assessment bodies to confer the China Compulsory Certification (CCC) safety mark. 

A: According to laws and regulations of the People’s Republic of China on certification and accreditation, domestic conformity assessment bodies are designated to undertake CCC certification business. Overseas conformity assessment bodies may undertake CCC-related testing and inspection on the prerequisite that there exist inter-government agreements or government recognized agreements or arrangement with the Chinese competent authorities. 

To facilitate the overseas enterprises to obtain CCC certificate, we promote bilateral or multilateral mutual recognition of testing and certification results according to WTO/TBT agreement, which is always the principle that we adhere in implementing CCC. CNCA commits to recognize the IECEE/CB results within China’s recognition scope. Besides, CNCA has signed mutual recognition agreements of factory inspection and testing with over 20 governments or conformity assessment bodies. 

CANADA
Canada requests further details of China’s adherence to the use of international standards, and their notification record of their mandatory standards. More specifically, Canada requests further details from China in the following areas:

1. The submission from China notes that the WTO/TBT and SPS agreements require China to notify other WTO economies of their mandatory national standards during the drafting period of those standards (“Improvements made since 2005”, paragraph 4). Canada requests further information on how China is meeting these requirements. 

A: China published the Rules on Notification, Comments, and Enquiry of TBT/SPS Measures in 2002. The Rules regulate that Chinese mandatory standards should notified to WTO Members at the draft stage. China has already strictly implemented the Rules.

2. The submission from China, in the context of discussing adherence to international standards, states, “The adoption rate of international standards of key industries reaches 80%” (further improvements planned, paragraph one). Canada requests the following information in relation to this statement: 

i) How does China define ’key industries’? 

ii) Is China’s definition of ‘international standards’ consistent with that of Annex 4 of the Second Triennial Review of the TBT Agreement? 

A: “Key industry” refers to the industry that has significant impact on the economy development of China.

China’s definition of “international standards” is the same as that of Annex4 of the second triennial review of WTO/TBT agreement.

3. China’s submission indicates that it plans to “make the whole society extensively participate in the standardization work.” (Ibid., paragraph two) Canada requests more specifics as to what this would entail or what activities are planned.

A: In order to promote the whole society to participate in the standardization activities, China has enhanced the popularization of standardization knowledge and published a series of publications. 

4. China’s submission states that another future goal is “to make the standards satisfy the market requirement widely” (Ibid., paragraph three). Would China clarify what it means by “market requirement”? Canada requests information on how specifically China will make standards satisfy this requirement. Is China referring to Chinese National Standards in this statement? 
A: “Market requirement” refers to the standardization requirement reflected by market in the market economy activities. In order to make the national standards meet the market requirement widely, China encourages the whole society, including industries and consumers, to submit new standards application at any times.


5. China refers to SAC’s and AQSIQ’s amendment work to the Standardization Law of China. China states that one of the goals of this work is “to make the law more comply with the WTO/TBT agreement and make the Chinese standards more transparent” (Ibid., paragraph four). Canada would like to know in what specific ways these amendments would bring China into further compliance with the WTO/TBT agreement.

A: SAC and AQSIQ started the amendment work on the Standardization Law of China in 2002. To make the law more comply with the WTO/TBT Agreement, China revised the legitimate objectives and technical procedures of mandatory standard. 

ABAC JAPAN 

1. While conformity of relevant regulations and procedures with the Agreement on Technical Barriers to Trade is being advanced with China’s accession to the WTO, in practice there are also cases whereby China’s own technological norms are required to conform.

When China formulates standards and norms, we ask that China ensure their conformity with international standards, and that they be clear and simple. This is from the perspective of expanding exportation of products manufactured in China and promotion of overseas expansion by Chinese corporations and FIEs with export bases in China.

A: We take note of this request.

ABAC New Zealand:

1. Website access to national standards has improved. There is room for further progress in the adoption of international standards for key industries.

A: China will continue to improve the adoption of international standards for key industries.

6. Customs Procedure

6.1. Please provide China’s own evaluation of the improvement in the Customs Procedure in general. How China’s accession to WTO contributed?

A: China has made great progress in the Customs Procedure. We have established the bonded storage supervisory system of the Unified Bonded Zone and Port and started the pilot project of Portal Control and Network System. The area of regional clearance is expanding constantly. China has also implemented risk management, strengthened post-clearance audit, and regulated enterprises compliance activities. We view that China’s accession to WTO contributes a lot to the improvement in the Customs Procedure.

6.2. China has noted that it explored most efficient methodology of risk management mechanism. Please describe any achievements in this regard so far. 
A: The risk management of the China Customs has developed progressively. The full-time risk management office was established formally in General Administration of Customs in October, 1998. In 2002, each local custom agencies established risk management committee and executive office and set up a special risk management institution (Division of Risk Management). In June of 2005, China built up two- level centers of risk control and analysis in General Administration of Customs, Guangdong Sub-Administration and 41 local customs, in which there are more than 500 staffs together. 

6.3. China envisaged that all available relevant information would be translated into English and uploaded onto website by 2020. How would you evaluated the progress so far? Could china list the information availabel in English and on the web?

A: Websites of China Customs already have the English versions at present, which include brief introduction of customs, customs statistics, and IPR protection by customs. It would be available to upload all relevant translated information by 2020.

6.4. In order to coordinate the application of paperless trading, China Customs developed Clearance Management System (H2000). Could China describe the development of H2000 since then, including pre-arrival declaration, online payment, etc.?
A: 41 local customs and 722 customs clearance spots have already used H2000 system to handle customs clearance at present and 100% of the customs declaration documents are dealt through H2000 system. China Customs have begun to launch the electronic payment system since 2002. We have adopt the mode of ‘customs + paying platform + bank’ to realize the electrification and on-line payment of customs duty.

6.5. China has initiated paperless clearance proceduress in some customs regions. How successful were these initiatives in streamlining and speeding up overall customs clearance procedure? 

A: According to the Customs Law, electronic and paper declaration is valid at the same time. By using paperless clearance procedures as described in Answer 6.4, overall customs clearance procedure has been sped up. 

6.6. Has China expanded paperless clearance procedures in other customs since then?

A: China has already carried out paperless clearance in all local customs.

6.7. Please provide informantion on the extent of EDI system application in Chinese Customs Procedures. 
A: China Customs started to use EDI system quite early. After twenty-year development, we have conducted electronic business through EDI, such as declaration, registration of processing trade, application of customs duties exemption and reduction, shipping bill declaration and duties payment, etc.

CANADA

1. China has advised that it is working to further perfect its HS (Harmonized System) database. Canada would appreciate additional information regarding this process.

A: China Customs have already developed Classification System for Imported and Exported Goods, which includes the subsystem of classification decision, classification ruling, classification verifying in advance, database of classification consulting etc. The above information has been publicized.

2. Would China offer additional information on the customs integrity plan? What steps have been taken to date and what results have been achieved?
A: In 2004, China Customs formulated and issued the Guideline to Establish and Improve the Customs Corruption Repression and Prevention System with Equal Emphasis on Education, Regime and Supervision (2004-2010). As set in the guideline, the Customs will build a sound regime to fight against corruption.

ABAC-JAPAN

1. Simplification of procedures for export of used equipment

Regarding exports to China of machinery and other used equipment, in addition to the existence of used equipment that is banned from exports to China, the procedures for inspecting before export the equipment authorized for export to determine whether it conforms to China’s national standards, etc., are becoming increasingly complicated. For example, exporters are required to submit reference materials on matters other than performance.
In exporting used equipment, foreign corporations of a certain economy recognize their social responsibility and are thereby implementing strict quality controls. Furthermore, the technical level of the used equipment itself is not necessarily behind in comparison to international standards. Rather, the utilization of such equipment will contribute toward the promotion of technology transfers and cost reductions by Chinese corporations which import such equipment. From this viewpoint, we request the simplification of export procedures for used equipment.

A: Please further clarify the request.

ABAC New Zealand:
1. This has been a priority area for China’s authorities commensurate with its growth as a global trade power. Scope for progress in improving the policy and legal framework exists in areas such as paperless trading, appeals, clearance procedures, and implementation of relevant WTO obligations.

A: There are 2 customs laws, 15 administrative rules, 105 administrative regulations and over 300 bulletins of General Administration of Customs at present, which form the main body of customs’ legal system of China. They are all publicized to the society to guarantee the transparency.

7. Intellectual Property Rights (IPRs)

7.1. China has made substantial progress in drafting legislation to define the legal framework for intellectual property right protection. The reforms, of course, go beyond legislation and include enhancing administrative and enforcement efforts. What has been the experience of China in enforcing the IPR related laws since the last review of 2003? More specifically, what has been the record of IPR rightholders in having recourse to the judicial and administrative means, with relevant examples? 
A：China has established the IPR legal system consistent with TRIPS of WTO. The enforcement activities of relevant IPR agencies are in accordance with IPR laws and regulations. IPR rightholders could obtain judicial and administrative relieve in accordance with relevant laws and regulations. Up to now, the record of such examples is unavailable.

7.2. Public education is an essential part of IPR protection in the long-term. Please describe China’s efforts to enhance the public awareness of IPR protection thru public education.

A：Chinese government has adopted various means to enhance public awareness of IPR protection. From 2004, the week of April 20 to 26 has been defined as the IPR Protection week, during which various activities are held to enhance the public awareness of IPR protection. The training programs on IPR protection for officials including those at the minister level and for business people have been held. The Project of Fostering IPR Talents was launched, and the nationwide training plan on IPR protection was formulated. A national IPR Protection Achievements Show was also held in 2006 which has effectively enhanced the enforcement confidence and the awareness of the public. .

7.3. Could China please summarize the major points in the Action Plan on IPR Protection 2006 as published in website, www.ipr.gov.cn? 

A：The Action Plan on IPR Protection 2006 is the first action plan published. The Action Plan covers 4 major areas such as trade mark, copyright, patent, import and export, and is divided into 9 areas including legislation, laws enforcement, mechanism building, propaganda, training and education, international communication and cooperation, promoting business self discipline, services to right holders, and subject research.

CANADA
1. The National Development and Reform Commission’s five year plan for investment raises concerns that some foreign companies have misused intellectual property rights to prevent China’s independent innovation. Would China please advise in what way foreign companies have misused intellectual property rights to prevent China’s independent innovation? Would China please provide a list of all instances or cases where foreign-invested companies would be, or have been deemed to be, misusing the protection of intellectual property? 
A：In recent years, Chinese companies encountered the misuse of IPR by some foreign companies which prevent the development of Chinese companies. In these cases, foreign companies squat trademark right and patent right, misuse IPR litigations and so on. 

2. The State Intellectual Property Office has designated 10 “IP Pilot Cities”. How does intellectual property protection differ in these ten cities from China’s national framework? What are the interim results of this initiative?
A：In recent years, the State Intellectual Property Office (SIPO) of the People’s Republic of China has designated 55 IP pilot cities for IPR enforcement. The pilot cities should develop IP protection coordination mechanism to enhance the efficiency of the IP protection. These cities are required to improve the IP propaganda, training, enforcement information and experience exchange, and to provide efficient guidance to the public institutions, enterprises and research institutions, and the prompt information service for the public. Such kind of initiatives have not only enhanced the IPR protection environment of the cities, but also facilitated the IP development. 

Intellectual Property Rights - Improvements Made Since 2005 IAP

3. China indicates in its report that it has “[l]aunched a nationwide special campaign to protect IPR from Sep.2004 to Dec.2005, which has stroke the infringements of IPR effectively”. Could China please provide detailed results of its 4 month long nationwide infringement crackdown campaign? Canada would be most appreciative if the returned information included details such as: number of charges and fines issued, amount and value of goods seized, whether seized goods were destroyed, and the categories of goods involved in the campaign.

A：From November, 2004 to the end of 2005, Chinese public security agencies carried out “Mountain Eagle operations”. During that period, 3534 IPR infringement criminal cases were investigated and dealt with; 5981 suspects were arrested; the total amount involved in these cases was 2650 million RMB; about 1300 million RMB financial losses are retrieved. In special operations on cracking down piracy of 2005, 17 assembly lines for illegal discs were confiscated.

From July, 2004 to the end of 2005, the Administration Agencies for Industry and Commerce carried out special operations on trademark right protection. More than three million enforcement staffs were dispatched; 6746 spots used for producing and selling fake goods were ruined; 69,730 trademark infringement cases were investigated and dealt with; 49.45 million pieces (sets) of trademark violation related marks were seized and ruined; 35.99 million pieces of violating goods were seized and destroyed; 2.25 million pieces (sets) of instruments specially used for trademark infringing were seized; RMB 443 million was fined.

From September, 2004 to the end of 2005, 10,442 copyright infringement cases were resolved by copyright administrative authorities; the total amount involved in these cases was more than 230 million RMB; 38.79 million pieces of pirated products were confiscated; more than 14 thousand illegal operating enterprises were banned.

From September, 2004 to the end of 2005, patent administration authorities accepted 3,078 patent infringement cases and 358 other kinds of cases. They also dealt with 515 cases of unauthorized use of others’ patents and 3,923 cases of patent counterfeits. 

From September, 2004 to the end of 2005, 1,734 import and export IP infringement cases, valued RMB 140 million, were investigated and dealt with by the customs offices. 

From September, 2004 to the end of 2005, cultural administration authorities confiscated about 180 million copies of pirated audio-video products, and banned more than 7559 illegal operating unites.

4. China reports that “[t]he State Council promulgated the regulations for the protection of the right of communication through information network on May 18, 2006.” Canada would be grateful if China would please provide details of the regulations.
A：Please see the following details of the regulations:
Regulations on Protection of the Right of Communication through Information Network

Article 1 These Regulations are formulated in accordance with the Copyright Law of the People’s Republic of China (hereinafter referred to as the Copyright Law) for the purpose of protecting the right of communication through information network enjoyed by copyright owners, performers, and producers of sound and video recordings (hereinafter collectively referred to as right owners), and encouraging the creation and communication of works conducive to the building of a socialist society which is advanced ethically and materially.

Article 2 The right of communication through information network enjoyed by right owners is protected by the Copyright Law and these Regulations. Any organization or individual that makes another person’s work, performance, or sound or video recording available to the public through information network shall obtain permission from, and pay remuneration to, the right owner, except as otherwise provided for by laws or administrative regulations. 

Article 3 Such works, performances, and sound and video recordings as are prohibited from being made available in accordance with law are not protected by these Regulations. 

Right owners, in exercising their right of communication through information network, shall neither violate the Constitution, laws and administrative regulations nor impair public interests. 

Article 4 Right owners may adopt technological measures in order to protect their right of communication through information network. 

No organization or individual may intentionally circumvent or sabotage technological measures, or intentionally manufacture, import, or make available to the public devices or components mainly used to circumvent or sabotage technological measures, or intentionally provide other persons with technical services to circumvent or sabotage technological measures, except where such circumvention is permitted by laws or administrative regulations.

Article 5 Without permission from a right owner, no organization or individual may commit any of the following acts: 

(1) to intentionally remove or alter any electronic rights management information attached to a work, performance, or sound or video recording made available to the public through information network, except that it is unavoidable for such information to be removed or altered because of any technical reason; or

(2) to make available to the public through information network a work, performance, or sound or video recording, knowing or having reasonable grounds to know that the electronic rights management information thereof has been removed or altered without permission from the right owner. 　　　　
Article 6 In any of the following cases, another person’s work may be made available through information network without permission from, and without payment of remuneration to, the copyright owner:
(1) when a published work is appropriately quoted, for the purpose of introducing or commenting a certain work or explaining a certain point, in one’s own work made available to the public; 

(2) when a published work is unavoidably included or quoted, for the purpose of reporting current events, in one’s own work made available to the public;

(3) when a small quantity of copies of a published work are made available to a small number of teachers or scientific researchers for the purpose of classroom teaching or scientific research;
(4) when a published work is made available to the public by a State organ to a justifiable extent for the purpose of fulfilling its official duties;

(5) when a translation of a published work of a Chinese citizen, legal entity or any other organization from Han language into a national minority language is made available to the people of the national minority in the territory of China;

(6) when a published written work is made available to blind persons for a non-profit purpose in such particular way that it is perceptible to them; 

(7) when an article published over information network on current political or economic topics is made available to the public; or

(8) when a speech delivered at a public gathering is made available to the public. 

Article 7 A library, archive, memorial hall, museum, or art gallery, and so on may make available to the service recipients on its premises through information network a digital work in its collection which is legally published, or a work which is reproduced in digital form for the purpose of displaying, or preserving copies of, the same work in accordance with law, without permission from, and without payment of remuneration to, the copyright owner, provided that no direct or indirect financial benefit is gained therefrom, unless the parties have agreed otherwise.

The work reproduced in digital form for display or preservation purpose, as referred to in the preceding paragraph, shall be a work of which a copy in the collection is on the brink of damage or is damaged, lost or stolen, or of which the storage format is outmoded, and which is unavailable or only available at a price obviously higher than the marked one on the market.

Article 8 For the purpose of implementing the plan of nine-year compulsory education or the plan of national education through information network, excerpts from a work, a short written work or musical work, or a single work of fine arts or photographic work, if published, may be used to produce courseware which may be made available to registered students through information network by distance education institutions which have produced such courseware or have legally obtained a copy of such courseware, without permission from the copyright owner, provided that remuneration is paid to the copyright owner.

Article 9 A network service provider, before making available, free of charge, to the public in rural areas through information network, for the purpose of aiding poverty-stricken areas, a published work of a Chinese citizen, legal entity or any other organization which deals with a topic of aiding poverty-stricken areas such as cultivation and breeding, prevention and treatment of diseases, or prevention and reduction of disasters, or which satisfies the basic needs for culture, shall announce the title of the work to be made available and the name of its author as well as the rates of remuneration to be paid. Where the copyright owner raises an objection to the making available of the said work within 30 days from the date on which the announcement is made, the network service provider shall not make the said work available. Where the copyright owner raises no objection upon expiration of 30 days from the date on which the announcement is made, the network service provider may make the said work available but shall pay remuneration to the copyright owner according to the announced rates. If, after the network service provider makes the work available, the copyright owner raises an objection to the making available of the said work, the network service provider shall promptly remove the said work and shall pay remuneration to the copyright owner according to the announced rates for the making available of the work in such period. 

No financial benefit may be directly or indirectly gained from the making available of a work in accordance with the provisions of the preceding paragraph.

Article 10 Where a work is made available to the public through information network without permission from the copyright owner in accordance with the provisions of these Regulations, the following provisions shall be observed:

(1) the work may not be made available if its author has declared in advance that the making available of the work is not permitted, except in the cases provided for in subparagraphs (1) to (6) of Article 6 and in Article 7 of these Regulations；

(2) the title of the work and the name of its author shall be indicated;
(3) remuneration shall be paid in accordance with the provisions of these Regulations;

(4) technological measures shall be adopted to prevent any person other than the service recipients referred to in Articles 7, 8 and 9 of these Regulations from accessing the work of the copyright owner, and to prevent any act of reproduction of the service recipients referred to in Article 7 of these Regulations from substantially impairing the interests of the copyright owner; and

(5) the other rights enjoyed by the copyright owner in accordance with law shall not be infringed.

Article 11 Where another person’s performance or sound or video recording is made available through information network, the provisions of Articles 6 to 10 of these Regulations shall be observed. 

Article 12 In any of the following cases, technological measures may be circumvented, provided that technologies, devices or components used to circumvent technological measures are not made available to other persons, and that the other rights enjoyed by a right owner in accordance with law are not infringed: 

(1) when a published work, performance or sound or video recording is made available to a small number of teachers or scientific researchers through information network for the purpose of classroom teaching or scientific research, and the said work, performance or sound or video recording is only accessible over information network; 

(2) when a published written work is made available to blind persons through information network for a non-profit purpose in such particular way that it is perceptible to them, and the said work is only accessible over information network; 

(3) when a State organ fulfils its official duties in accordance with the administrative or judicial procedure; or 

(4) when a safety test is carried out over information network on a computer and its system or on such network.

Article 13 In order to investigate and handle an act infringing on the right of communication through information network, the administrative department for copyright may request the network service provider to provide such data as the name, contact means and network address of a service recipient suspected of infringement.

Article 14 Where a right owner believes that a work, performance, or sound or video recording involved in the service of a network service provider who provides information storage space or provides searching or linking service has infringed on the right owner’s right of communication through information network, or that the right owner’s electronic rights management information attached to such work, performance, or sound or video recording has been removed or altered, the right owner may deliver a written notification to the network service provider, requesting it to remove the work, performance, or sound or video recording, or disconnect the link to such work, performance, or sound or video recording. The written notification shall contain the following particulars: 

(1) the name, contact means and address of the right owner;

(2) the title and network address of the infringing work, performance, or sound or video recording which is requested to be removed or to which the link is requested to be disconnected; and 

(3) the material constituting preliminary proof of infringement.

The right owner shall be responsible for the authenticity of the written notification.

Article 15 A network service provider shall, upon receiving a notification from a right owner, promptly remove the work, performance, or sound or video recording suspected of infringement, or disconnect the link to such work, performance, or sound or video recording, and shall, at the same time, transfer the notification to the service recipient who makes available the said work, performance, or sound or video recording. Where the notification cannot be transferred because the network address of the service recipient is unknown, the network service provider shall, at the same time, make the contents of the notification known to the public over information network.

Article 16 Where a service recipient, upon receiving a notification transferred from a network service provider, believes that the work, performance, or sound or video recording made available thereby does not infringe on the right of another person, the service recipient may deliver a written explanatory statement to the network service provider, requesting it to replace the removed work, performance, or sound or video recording, or to replace the disconnected link to such work, performance, or sound or video recording. The written explanatory statement shall contain the following particulars:

(1) the name, contact means and address of the service recipient; 

(2) the title and network address of the work, performance, or sound or video recording which is requested to be replaced; and 

(3) the material constituting preliminary proof of non-infringement.

The service recipient shall be responsible for the authenticity of the written explanatory statement.

Article 17 Upon receiving a written explanatory statement delivered by a service recipient, a network service provider shall promptly replace the removed work, performance, or sound or video recording, or may replace the disconnected link to such work, performance, or sound or video recording and, at the same time, transfer the written explanatory statement delivered by the service recipient to the right owner. The right owner shall not notify the network service provider anew to remove the work, performance, or sound or video recording, or to disconnect the link to such work, performance, or sound or video recording.

Article 18 Where, in violation of the provisions of these Regulations, an organization or individual commits any of the following acts of infringement, such organization or individual shall, depending on the circumstances, bear such civil liability as ceasing the infringement, eliminating the bad effects of the act, making an apology, or paying compensation for losses. Where public interests are impaired, the administrative department for copyright may order cessation of the act of infringement, confiscate the illegal gain, and may impose a fine of not more than 100,000 yuan. If the circumstances are serious, the administrative department for copyright may confiscate the equipment such as computers mainly used to provide network service. If a crime is constituted, criminal liability shall be investigated for in accordance with law: 

(1) to make available to the public through information network another person’s work, performance, or sound or video recording without permission;

(2) to intentionally circumvent or sabotage technological measures;

(3) to intentionally remove or alter the electronic rights management information attached to a work, performance, or sound or video recording made available to the public through information network; or to make available to the public through information network a work, performance, or sound or video recording, knowing or having reasonable grounds to know that the electronic rights management information attached to such work, performance, or sound or video recording has been removed or altered without permission from the right owner;

(4) to make available to rural areas through information network a work, performance, or sound or video recording for the purpose of aiding poverty-stricken areas, beyond the limits as specified, or without paying remuneration according to the announced rates, or, after the copyright owner has raised an objection to the making available of the work, performance, or sound or video recording, without promptly having it removed; or
(5) to make available through information network another person’s work, performance, or sound or video recording without indicating the title of the work, performance, or sound or video recording or the name of its author, performer or producer of the sound or video recording, or without paying remuneration, or without adopting technological measures in accordance with the provisions of these regulations to prevent any person other than a service recipient from accessing the said work, performance, or sound or video recording, or without preventing any act of reproduction of a service recipient from substantially impairing the interests of the right owner.

Article 19 Where, in violation of the provisions of these Regulations, an organization or individual commits any of the following acts, the administrative department for copyright shall give a warning, confiscate the illegal gain, and confiscate the devices or components mainly used to circumvent or sabotage technological measures. If the circumstances are serious, the said department may confiscate the equipment such as computers mainly used to provide network service, and may impose a fine of not more than 100,000 yuan. If a crime is constituted, criminal liability shall be investigated for in accordance with law: 

(1) to intentionally manufacture, import, or make available to another person any devices or components mainly used to circumvent or sabotage technological measures; or to intentionally provide another person with technical service to circumvent or sabotage technological measures; 

(2) to gain financial benefit from making available through information network another person’s work, performance, or sound or video recording; or

(3) to fail to announce the title of a work, performance, or sound or video recording and the name of its author, performer or producer of the sound or video recording as well as the rates of remuneration to be paid before making available the said work, performance, or sound or video recording to rural areas through information network for the purpose of aiding poverty-stricken areas. 

Article 20 A network service provider which, at the direction of a service recipient, provides the service of automatic network access, or the service of automatic transmission of a work, performance, or sound or video recording made available by the service recipient, and which meets the following conditions, bears no liability for compensation:

(1) it does not make any selection of and modification to the work, performance, or sound or video recording transmitted thereby; and

(2) it makes available the work, performance, or sound or video recording to anticipated service recipients only, and has prevented any person other than the anticipated service recipients from accessing the said work, performance, or sound or video recording. 

Article 21 A network service provider which, in order to increase the efficiency of network transmission, provides the service of automatic storage of a work, performance, or sound or video recording accessible from another network service provider, and of automatic making available of the work, performance, or sound or video recording to service recipients through a technical process, and which meets the following conditions, bears no liability for compensation:
(1) it does not make any modification to the work, performance, or sound or video recording automatically stored; 

(2) it does not hinder the original network service provider which makes available the work, performance, or sound or video recording from keeping abreast of the information concerning the access by service recipients to such work, performance, or sound or video recording; and 

(3) it automatically modifies, removes, or disables access to the work, performance, or sound or video recording through a technical process when the original network service provider modifies, removes, or disables access to the same work, performance, or sound or video recording. 

Article 22 A network service provider which provides an information storage space to a service recipient, thus enabling the service recipient to make available to the public through information network a work, performance, or sound or video recording, and which meets the following conditions, bears no liability for compensation:

(1) it clearly indicates that such information storage space is provided for the service recipient, and it makes known to the public its name, the person to be contacted and network address of the network service provider; 

(2) it does not make any modification to the work, performance, or sound or video recording made available by the service recipient; 

(3) it does not know or has no reasonable grounds to know that the work, performance, or sound or video recording made available by the service recipient is an infringement; 

(4) it does not gain any direct financial benefit from the service recipient making available the work, performance, or sound or video recording; and

(5) upon receiving a written notification of the right owner, it removes, in accordance with the provisions of these Regulations, the work, performance, or sound or video recording which the right owner believes to be an infringement.

Article 23 A network service provider which provides searching or linking service to a service recipient and which, upon receiving a written notification of the right owner, disconnects the link to an infringing work, performance, or sound or video recording in accordance with the provisions of these Regulations bears no liability for compensation; however, if it knows or has reasonable grounds to know that the linked work, performance, or sound or video recording is an infringement, it shall bear the liability for contributory infringement.

Article 24 Where, as the result of the notification of a right owner, a network service provider wrongly removes, or wrongly disconnects the link to, a work, performance, or sound or video recording, and thereby causes losses to service recipients, the right owner shall bear the liability for compensation.

Article 25 Where, without just cause, a network service provider refuses or delays the provision of such data as the name, contact means and network address of a service recipient suspected of infringement, the administrative department for copyright shall give a warning thereto and, if the circumstances are serious, confiscate the equipment such as computers mainly used to provide network service.

Article 26 As used in these Regulations: 

The term “right of communication through information network” means the right to make available to the public a work, performance, or sound or video recording, by wire or by wireless means, in such a way that members of the public may access the said work, performance, or sound or video recording from a place and at a time individually chosen by them.

The term “technological measures” means effective technologies, devices or components used to prevent or restrict browsing or appreciating a work, performance, or sound or video recording, or making available to the public through information network a work, performance, or sound or video recording without permission from the right owner. 

The term “electronic rights management information” means information which identifies a work, performance, or sound or video recording and its author, performer or producer or its right owner, or information concerning the terms and conditions of use of the work, performance, or sound or video recording, or any numbers or codes which represent such information. 

Article 27 These Regulations shall be effective as of July 1, 2006.
5. China indicates that it “[h]as established 50 IPR complaint and service centers in the whole country by the end of August 2006.” Would China please provide additional information on the function and jurisdiction of the complaint and service centers?
A：In 2006 the Chinese government set up 50 Service Centers for Intellectual Property Protection (SCIPPs) throughout China, and to put in place a “12312” telephone hotline as well as an internet service platform. 

The SCIPPs advise intellectual property holders and the general public on laws and policies of IPR protection and provide guidance to IP holders who file their complaints at relevant IPR enforcement agencies. The centers also handle the reports from the general public on IPR infringements. In addition, SCIPPs are also responsible for providing information to the relevant government agencies and organizing IPR public awareness campaigns and training activities. 

The SCIPPs accept reporting and complaints as well as provide consultation service in the following fields: copyrights, patents, trademarks, new varieties of plants, special symbols, layout-design of integrated circuits, commercial secrets and other IP rights.

6. According to China’s report it “[s]ucceeded in organizing the “IPR public awareness week” in 2005 and 2006.” Canada would be grateful if China would provide details of the ‘IPR public awareness week’ activities held in 2005 and 2006 including information such as the message and medium used, the size and scope of audience and any feedback returned.

A：During the “IPR public awareness week” in 2005 and 2006, China held various activities to enhance public awareness on IPR protection, including symposium, press conference, name-signing activity, television program, concert, and releasing IPR protection materials. Participants included government officials, students, teachers, experts, journalists, businessmen and farmers. Hundreds of thousands of people participated in these activities. More details could be found in www.ipr.gov.cn and www.mofcom.gov.cn.

7. China indicates in its report that it “[h]osted an exhibition on the achievements of IPR protection in Beijing in April, 2006”. Would China please provide details regarding the exhibition and in particular information such as number of attendees, range of industries represented, a program or agenda of the event, a list of invited speakers, and any feedback received from attendees?

A：From April 16 to 23, 2006, China hosted the Exhibition on the Achievements of IPR Protection in Beijing. 7 Ministries, 15 provinces and 14 large enterprises showed their achievements in the exhibition. This was the first national level exhibition focusing on IPR protection and Prime Minister Wen Jiabao was invited to visit the exhibition. The diplomatic officials from more than 20 Embassies of foreign economies, 53 member agencies of the Association of Foreign Investment Enterprises, 8 commercial chambers and 30 thousand people from the public visited the exhibition. 22 provinces hosted exhibition on the achievements of IPR protection locally.
8. Canada understands that China’s Action Plan on IPR Protection 2006 includes 9 areas, including training and education, and that IPR training programs will be organized under the Project of Training Thousands of IPR Personnel. Canada would be grateful for more information on the timelines and training strategy involved.

A：According to the Outline of IPR Protection Action, China will train officials of the government at all levels throughout the economy in order to educate them basic IPR knowledge, enhance IPR protection public awareness, and improve the comprehensive capacity of IPR protection. China will train IPR administrative enforcement and judicial staffs to enhance the professional skills and integrity. China will hold training programs in high-level colleges and research institutions for entrepreneurs and management staffs on basic rules of protecting IPR, and enhance the capacity and skills of utilizing IPR systems.

Intellectual Property Rights – Further Improvements Planned

9. China indicates in its report that it has issued an “Action Plan on IPR Protection 2006” outlining the further improvements planned in the area of IPR. In regard to the first section of China’s Action Plan on IPR Protection 2006 titled “Legislative Plan”, Canada would be grateful if China could provide both timelines for the accelerated drafting, formulation and revision of legislation and regulations; and details on the scope of the planned revisions to the legislation and regulations.

A：According to the legislative planning of the Action Plan on IPR Protection of 2006, the laws, regulations and judicial interpretations which China has formulated include the Regulations on the Protection of the Right of Communication through Information Network, the Measures on General Guarantee of Customs’ IPR Protection, Guide on Patent Review, the Regulations on IPR Protection at Fairs and Exhibitions, Interpretation of the Supreme People’s Court (SPC) on Several Issues Concerning the Laws Applicable for Civil Dispute Cases of Unfair Competition, Interpretation of the SPC on Several Issues Concerning the Laws Applicable for Cases of Infringing the Right of New Plant Species. 
10. Canada understands a senior Chinese Minister has indicated that China will be reviewing thresholds for criminal prosecution. Would China please provide details on the progress of planned revisions to the thresholds for criminal liability for trademark and copyright offences under the Criminal Law of the People’s Republic of China?

A：On December 2004, the Supreme People’s Procuratorate and the Supreme People’s Court jointly announced Interpretations on Several Issues of Concrete Application of Laws in Handling Criminal Cases of Infringing Intellectual Property. Since the announcement of the Interpretations, the number of criminal intellectual property infringement cases has apparently increased. In 2005, 505 criminal intellectual property infringement cases had been handled. In 2006, 2277 criminal intellectual property infringement cases had been handled. 

ABAC-JAPAN

1. General comments
While a basic system for safeguarding intellectual property rights is being maintained in China through patent, trademark, and copyright laws, among others, further improvements are sought for their effective protection.

A breach of intellectual property rights not only diminishes the interest of FIEs to invest in China, including investment in research and development, but hinders the identity and creativity of corporations as well. In this way, a breach also leads to a decrease in competitiveness of Chinese corporations. In order for intellectual property rights to be safeguarded from the acquirement to the enforcement stage, we request the Chinese government to continue improving the safeguarding system, heighten effectiveness on operational fronts and make efforts toward realizing educational activities that emphasize the importance of safeguarding intellectual property rights.

A：The Chinese government has always attached great importance to IPR protection, not only for the protection of foreign intellectual property, but also for that of our own. It has been realized that the IPR protection is not only the requirement to keep China’s commitments to the WTO, but also the necessity to broaden its opening to the outside world, improve investment environment and introduce overseas investment and advanced technologies. In the meantime, the IPR protection is also an intrinsic need to speed up our own economic and social development. Anyhow, it is worth pointing out that the establishment and perfection of IPR system and the increased protection awareness of IPR for any economy is a process of gradual development. The protection level of IPR in one economy closely links with its economic development and technological progress. The Chinese government’s determination and attitude regarding IPR protection have been consistent. The legal rights and interests of right holders from the rest of the world will be protected in China and all infringement and counterfeiting acts will be punished in accordance with the laws. Furthermore, IPR protection is a worldwide issue, demanding full cooperation from all sides. The Chinese government hopes some economies to remove their suspicions about China’s IPR protection, have a better understanding of Chinese laws, regulations, and enforcement regarding IPR protection, and hold a cooperative attitude to jointly promote technological progress.
2. Accelerating examinations and improving the examination process:

While there have been great improvements in the examination period in recent years, delays still occur in some fields such as trademarks and the most advanced technologies. In addition, while there have been improvements pertaining to patent examinations as well, there are still many cases where there have been rejection notices for reasons that are lacking in validity. 

We continue to urge that examination periods be shortened and that examination procedures be improved.
A：China Trademark Office (CTMO) formulated “Trademark Examination and Trial Guidelines” in December, 2005 and “Trademark Substantive Examination Operation Rule” in December, 2006, so as to improve the efficiency and standardize the operation of the trademark examination. SIPO has taken a series of effective measures to shorten the patent examination period and has already achieved great improvements. Nowadays, compared with the other major patent offices in the world, the patent examination period of China is comparatively shorter or approximately the same. 

3. Reinforcement of penalties:

Penalties are being strengthened following the enactment of “Interpretation by the Supreme People’s Court and the Supreme People’s Procuratorate on Several Issues of Concrete Application of Laws in Handling Criminal Cases of Infringing Intellectual Property” in December 2004,such as lowering the standards for criminal prosecution including the amount of illegal income, but there is not yet any visible practical effect regarding the safeguarding of intellectual property rights.

First we request that the provisions of the abovementioned Interpretation be steadily implemented in local regions. Also, from the view point of prevention of repeated infractions, further strengthening of penalties should be studied. 

Further, in relation to this, we urge the government of China to strengthen its crackdown on the “Hong Kong trademark problem” (the problem where it is possible to register trademarks in Hong Kong including the names of well known Japanese manufacturers, thus causing misidentification among consumers inside and outside of China). 

A：On December 2004, the Supreme People’s Procuratorate and the Superme People’s Court jointly announced Interpretations on Several Issues of Concrete Application of Laws in Handling Criminal Cases of Infringing Intellectual Property. The Interpretation should be implemented at all levels of government agencies including local regions. Since the announcement of the Interpretations, the number of criminal intellectual property infringement cases has apparently increased. In 2005, 505 criminal intellectual property infringement cases had been handled. In 2006, 2277 criminal intellectual property infringement cases had been handled. These figures themselves give a good answer to the above question and doubt. 

Hong Kong, China is a member of APEC. With regard to the issues on Hong Kong, we are not in the position to give any comments or answers. 

4. Strengthening countermeasures to copying designs:
In recent years the rampant presence of products that skillfully copy product designs or just portions of product appearance has become a serious problem.

(i) We request that a regulation prohibiting the copying of designs be added to the Law against Unfair Competition. 

(ii) The Chinese government should crack down on the proliferation of products with an exterior design that partially copies that of another product, and a partial design system should be introduced.

A：With regard to the prohibition of the copying designs from the famous commodities, Article 5 of Chapter 2 of the Law Against Unfair Competition clearly states that a business operator shall not use the unique name, package, or decoration of the famous commodities without authorization, or using a name, package, or decoration similar to that of famous commodities, which may mislead the consumers. 

In China, a product package together with its decoration constitutes the design of package product, which is protected by the Patent Law. According to the Implementing Regulations of the Patent Law and the Guidelines for Examination, the design for the indivisible sectors of the product can not be granted for the design patent in China. The applicant should submit the whole product design application. In other words, product partial design can not apply for the design patent. 

5. Relaxation of regulations on contents:

There is no end to the infringements on intellectual property rights in the field of contents. Part of the reason for this may be noted to be the exceedingly strict nature of the regulations for the contents of legitimate products. 

Promoting the distribution of contents to bring more activity to the market is tied to the growth of the entertainment industry in China. We urge relaxation of laws related to the healthy development of the market, specifically relaxation of limitations on the numbers of foreign movies and game products, and acceleration, etc, of inspection procedures for music, images and game software.

A：On the examination of importing music, the Management Regulations of Audio Visual Products, the Management Measures on Importing Audio Visual Products and the Examination Measures of the Content of Audio Visual Products have provided examination standards and procedures. China limits the time period of examining importing music products within 30 days. There is no quantity limit on importing audio visual products. 

On the examination of internet games, there are examination standards and procedures in relevant laws and regulations, such as the Temporary Cultural Management Provisions on Internet. According to the general provisions on examination period of Administrative License Law, China limits the time period of examining importing internet game within 20 days (time needed for experts to examine is excepted). There is no quantity limit on importing internet games. 

In China, the release of the domestic movies and importing movies are both examined according to the Regulations on Movies Management. Same standards are applied to both domestic and importing movies and there is no discrimination against importing ones. China has fulfilled the commitments that allowing the importation of movies for theatrical release on a revenue-sharing basis and the number of such imports is 20 on an annual basis.

6. Relaxation of license restrictions

The Regulations on Technology Import and Export Administration impose excessive burden on technology transferors as (i) technology transferors must ensure that the technologies they are supplying are complete, effective and contain no defects, and must guarantee the recipients of those technologies that the technological goals determined by contract can be realized through the utilization of these technologies, and (ii) the transferors are one-sidedly forced to assume the responsibility of guaranteeing the patent when there is infringement of the rights of a third party 

With a view to advancing smooth transfer of technology to China, we request that the Chinese government relax its relevant regulations.

A：Art.25 of the Regulations on Technology Import and Export Administration stipulates that technology transferors must ensure that the technologies they suppy are complete, effective and contain no defects, and the technological goals determined by the contract can be realized through the utilization of these technologies. This stipulation is the fundamental and reasonable request to the transferors and can not be regarded as excessive burdens. Otherwise, there will be no guarantee for the recipients if such fundamental requests could not be met.

The technology transferors should ensure that they are the legal owner of the technology to supply and have the right to transfer such technology. If there is infringement of the rights of a third party, as long as the recipients use the technoloty according to the contract, there is no reason for others but the transferors to assume the responsibility. Since the contracts are negotiated and signed on the voluntary and commercial basis by both parties, it is difficult to imagine that the situation one side forcing the other side to do something could happen.

ABAC-NEW ZEALAND 

1. Authorities are making genuine efforts to contain negative behaviour. However, the IAP has a paucity of detail on actions taken or proposed in this critically important field, fundamental to China’s reputation as a principled trading partner. 

Enhanced public awareness programmes, strengthened enforcement measures, adequate design protection, and a less prescriptive approach to legal content are recommended
A：China has made great efforts in protecting IPRs in the following areas:

I. Improving legislative work of IPR protection
Following revisions of the Trademark Law, Copyright Law, Patent Law and relevant administrative rules, China further promulgated and implemented the Regulations on the Protection of the Right of Communication through Information Network, the Measures on General Guarantee of Customs’ IPR Protection, Guide on Patent Review, the Regulations on IPR Protection at Fairs and Exhibitions, and the application for acceding to WCT and WPPT was submitted to Standing Committee of the National People’s Congress in October, 2006. Rules on IPR protection at local levels were also released. Interpretations by the Supreme People’s Court and the Supreme People’s Procuratorate on Several Issues of Concrete Application of Laws in Handling Criminal Cases of Infringing Intellectual Property went into effect on Dec. 22, 2004.

II. Strengthening the administrative enforcement and judicial protection

From August 2004 to the end of 2005, IPR Protection Working Group carried out nationwide special operations which mainly included the protection of trademarks, copyrights and patents. These special operations focused on imports and exports of goods, exhibitions, wholesale markets, OEM, printing and copying. Through good coordination, different level of governments, legislative and enforcement agencies investigated and dealt with a lot of big and important cases.

After special operations, China enacted China’s IPR Protection Outline (2006-2007) and China’s IPR protection Action Plan in 2006, which made a comprehensive arrangement of IPR protection. A series of fighting IPR infringement actions were carried out after that, which included “Mountain Angle No.2” by Ministry of Public Security, “Special Operation on Exclusive Rights for Registered Trademark” by Industry and Commerce Administration Authorities, “Sunshine Action” by Ministry of Culture, “Fighting Against Pre-installment of Illegal Software” by Copyrights Administration, “Blue Sky Exhibition Action” by Ministry of Commerce, “100-day Action on Anti-counterfeiting” by eight relevant agencies, “Fighting Against IPR infringements by Postal and Express Service” by General Customs Administration and “Special Operation on Fighting Against the exportation of Infringement Goods in the Delta Area of Yangze River”. Different level of courts and procuratorates also intensified the work of legislative protection of IPRs. Up to now, the Action Plan has been fully implemented. 
III. Establishing Service Centers for Intellectual Property Rights Protection
Since 2006, 50 Service Centers for Intellectual Property Protection (SCIPPs) have been set up, and “12312” telephone hotline as well as an internet service platform have been provided. The SCIPPs advise intellectual property holders and the general public on laws and policies of IPR protection and provide guidance to IP holders who file their complaints at the relevant IPR enforcement agencies. The centers also handle the reports from the general public on IPR infringements. In addition, SCIPPs are also responsible for providing information to the relevant government agencies and organizing IPR public awareness campaigns and training activities.
IV. Improving the communication and coordination work of IPR protection

China has enhanced the coordination between the administrative authorities and the criminal prosecution authorities. The Opinion concerning the Timely Transfer of Suspected Criminal Cases in Administrative Enforcement was released by SPP, the Ministry of Public Security and other 4 relevant agencies. The Interim Regulation concerning Intensified Interlinking and Coordination in the Combat against Copyright Infringing Criminal Offences was released by the Ministry of Public Security and the Copyright Office. The Interim Regulation concerning Intensified Interlinking and Coordination in the Combat against Trademark Infringing Criminal Offences was released by the Ministry of Public Security and the Trademark Office. 

China has strengthened the inter-areas coordination work mechanism. 16 cities including Beijing and Shanghai have signed inter-areas patent protection agreements. 

China has established the communication mechanism with right holders. For example, the communication meeting between government and foreign investment enterprises is held every three months. 
China has strengthened the international cooperation. IPR meetings at the multilateral, regional and bilateral are held regularly.

V. Carrying out IPR protection public campaign and training work 

Chinese government has adopted various means to enhance public awareness of IPR protection. From 2004, the week of April 20 to 26 has been defined as the IPR Protection week, during which various activities are held to enhance the public awareness of IPR protection. The training programs on IPR protection for officials including those at the minister level and for business people have been held. The Project of Fostering IPR Talents was launched, and the nationwide training plan on IPR protection was formulated. A national IPR Protection Achievements Show was also held in 2006 which has effectively enhanced the enforcement confidence and the awareness of the public.
8. Competition Policy

8.1. What are China’s lessons from meeting the objectives of the APEC Principles to Enhance Competition and Regulatory Reform? Does China face serious challenges in introducing elements of competition policy in its reforms? What is the nature of the challenges and how did China dealt with them?

A：China upholds the objectives of the APEC Principles to Enhance Competition and Regulatory Reform. The introduction of the competition mechanism is concurrent with the establishment of the reform and opening door policy in the late 1970’s.The role of competition was strengthened since the establishment of the socialist market economy in early 1990’s. From then on, market competition has been playing a central role in the allocation of economic resources. 

By introducing competition elements into regulated sectors, such as electricity, telecommunication, and transportation, competition has been enhanced, price reduced and more welfare brought to consumers. During this process China is also facing some difficulties, such as how to improve competition legal framework, how to coordinate competition policy and industrial policy, how to carry out effective structure reform in regulated sectors, etc.
To solve these problems, China takes both the legislative approach and the market approach. On the one hand, we speed up our steps in introducing competition mechanism, and on the other, we make efforts to build up competition legal framework. At present, China is drafting the Anti-monopoly Law which has been listed on the top agenda of the legislation plan of the 10th NPC.

8.2. Could China please summarize the main points of the Anti-Monopoly Law which was just submitted in 2006. To what extent are the APEC Principles to Enhance Competition and Regulatory Reform such as non discrimination, transparency, comprehensiveness, etc. reflected in the draft Anti Monopoly Law. In addition, what are the criteria used for ‘dominant market position?’

A：The draft Anti-Monopoly Law submitted to the NPC is based on the successful legislative experiences of foreign countries and contains internationally accepted competition rules, including rules on monopolistic agreements, abuse of dominance, merger control, administrative monopoly, anti-monopoly enforcement, liabilities, etc.

APEC Principles to Enhance Competition and Regulatory Reform such as transparency, non-discrimination, comprehensiveness, etc. are reflected in the draft. Article 2 of the draft, for instance, is a clear reflection of the principle of non-discrimination. 

In estimating whether an operator has a dominant market position, instead of using a single clear-cut criterion, the draft takes into consideration many elements. Those elements include market share in relevant market, competition status in relevant market, undertaking’s ability to control purchase market or distribution market, financial status and technical conditions of the undertaking, association with other undertakings, access to relevant market by other undertakings, and other factors affecting competition.

8.3. Could China please give an indication of the enforcement of the competition laws such as Price Law, Countering Unfair Competition, Temporary Provisions on the Prohibitions of Price Monopoly Activity, etc. For instance, could you describe some cases filed, if any? 

A： 1. The Law on Countering Unfair Competition: Since the law was enforced, the administrative authorities of Industries and Commerce at all levels have kept strengthened the efforts of enforcement by promoting the law comprehensively, investigating and concluding a series of cases. According to the statistics, since 1994, the administrative authorities of Industries and Commerce of the nation have investigated and concluded 322629 cases of unfair competition with the value of 24.71 billion RMB, which has effectively ensured the fair-competition market order. 
2. The Price Law: Since its enforcement on May 1, 1998, the law has been playing a very important part in standardizing the pricing acts, properly allocating market resources, stabilizing the general level of the market prices, protecting the legitimate interests of consumers and operators, and protecting the healthy development of the socialist market economy.

3. The Temporary Provisions on the Prohibitions of Price Monopoly Activity is promulgated in June, 2003, which has detailed provisions on prohibiting price monopoly activities. Till now, we don’t have any case of price monopoly. 

8.4. What are the more significant provisions that have emerged from the review of the Law on Countering Unfair Competition? 

A：Now the review of the Law against Unfair Competition is on the legislation agenda of the Standing Committee of the People’s Congress. What’s subject to be reviewed and amended is in following aspects: a) to enlarge the scope the subjects which the law is applied to; b) to specify unfair-competition acts and competition-restricting acts by adding more categories; c) to enhance measures of administrative enforcement; d) to improve the system of legal liability.
8.5. The 2003 peer review report cited differential treatment between foreign and domestic firms in certain items of the VAT tax system. In addition, the same report mentions that the effective consumption tax rate for imported products is substantially higher than that for domestic products. Have there been tax policy changes on these issues since 2003?
A：Presently China accords foreign and domestic companies equal treatment of VAT. Since the consumption tax system was adjusted on April 1, 2006, the imported products and domestic products are also equally treated under the same consumption tax policy. 

CANADA

1. Canada notes there is no clear indication of where the Anti-Monopoly Enforcement Authority will be housed. If it is within an existing ministry, such as the Ministry of Commerce, this could raise concerns from Chinese and foreign enterprises about political influence/interference in its decisions. Will there be more than one enforcement agency? What will be the legal relationship between the enforcement agencies? How will the division of powers be resolved? 
A：According to the draft dated June 2006, an Anti-monopoly Commission would be set up under the State Council to handle and coordinate anti-monopoly issues after the issuance of the law. The draft does not specify the structure and the members of the commission. Nor does it provide which agency will be responsible for future anti-monopoly enforcement. The draft is now in the review process of the NPC.

2. Will the approval of the Anti-Monopoly Law be accompanied by the repeal of China’s existing competition laws? If other laws are not repealed, will anti-competitive conduct be regulated by different agencies, under different laws, using different standards?
A：After the issuance of the Anti-monopoly law, current laws and regulations which are in conflict with it will be repealed or amended accordingly.

UNITED STATES

1. State-owned enterprises continue to represent a significant share of China’s economy. According to a recent speech by an official from the State-owned Assets Supervision and Administration Commission (SASAC), 339 of China’s top 500 companies are state-owned or state-supported, and are increasingly concentrated in key industries like oil, petrochemicals, electricity, defense, telecom and mining. To what extent will these state-owned enterprises be subject to the proposed antimonopoly law and what realistic powers will the antimonopoly law enforcement authority have to ensure compliance, given that these enterprises are supervised by SASAC and other regulatory agencies.
A：As the draft of the Anti-monopoly Law is still subject to the deliberation by the Standing Committee of the NPC, the detailed information on the provisions to regulate the SOEs is still not available at the moment. 

China has always been making efforts to enhance its legislation of competition although the Anti-monopoly Law is not promulgated. Now China has a series of laws and regulations on competition, including the Counter Unfair-competition Law, the Bidding Law, and the Price Law, etc. All enterprises home or broad are all subject to the laws and regulations on competition.

Ever since the reform and opening-up, China has kept deregulating the monopoly industries by introducing the policy of competition mechanism. Substantial progress has been made in sectors such as electricity, railway, civil aviation, telecommunication, gas supply, water supply and heat supply, etc. Those SOEs in monopoly status must operate not only in line with the above-mentioned laws on competition but also with the industry-specific laws and regulations such as the Administrative Regulations of Telecommunication, the Electricity Law, the Railway Law and the Aviation Law, etc. which have stipulated the restrictive activities in related industries. The promulgation and enforcement of all these laws and regulations has played an important part in regulating the competition order of the market and improving the regime of the socialist market economy.
ABAC NEW ZEALAND
1. Work is in hand to promote open and effective competition in the legal framework. The need to reinforce the integrity of central procurement agencies has had higher profile.
9. Government Procurement

9.1. What would be the size of the government procurement market of China? What percentage would be in services or in goods?

A：In 2005, the total value of government procurement of China was 292.76 billion RMB, taking 48 percent of value of the total goods and 6.7 percent of that of the total services.

9.2. If procurement involves services, is ‘commercial presence’ of a foreign service supplier be a requirement for bidding for a contract?

 A：There is no requirement of “commercial presence” for foreign service suppliers here.

9.3. How does the government procurement regulation of China treat cost overruns and ‘renegotiation’?

According to Government Procurement Law of China, if the cost overruns, the tendering procedure shall be annulled and no renegotiation shall be allowed.

9.4. Is there an established mechanism or procedure that enables firms to challenge the decisions of procurement officials?

A：The appeal and review mechanism has been established by the Government Procurement Law and the Regulations for Disposal of the Appeal of Government Procurement Suppliers. With this mechanism, if they are not satisfied with the procurement decision, the suppliers can file complaints and appeal for administrative review or judicial litigation.

9.5. Has China reviewed its government procurement regime against APEC’s Non-Binding Principles on Government Procurement? Are there measures in place to respond to areas of policy concern in the existing regime? 
A：The regime of government procurement in China was established with reference to APEC’s Non-Binding Principles. So the government procurement system in China is consistent with APEC’s Non-Binding Principles basically. In 2004 and 2005, the implementation reports of the NBPs by China was reviewed and welcomed by all GPEG members. After the Government Procurement Law was enacted, we issued series of special regulations, which apply to all processes of the government procurement activities.

9.6. Specifically, on transparency, are the designated media cited in the 2003 IAP, “China Financial and Economic News, China Government Procurement Network and the Magazine of China’s Government Procurement,’ already operational currently? More generally, to what extent has China complied with the points raised in the APEC Leaders Transparency Standard in Government Procurement?

A：The three designated media----China Financial and Economic News, China Government Procurement Network and the Magazine of China’s Government Procurement, keep playing an important role in Chinese government procurement activities. The transparency system of Chinese government procurement has been already in place, and generally speaking, it’s in line with the Transparency Standard in GP. 
9.7 On fair dealing, is there a periodic review of the agencies that have already obtained certification from the Ministry of Finance ‘regulation of government procurement agency qualification?’ 
A：Yes, the qualification review for the agencies is set to be carried every three years. And the selective examination is set to be carried out each year.

CANADA

1. Would China provide an update on the progress they are making towards the establishment of an e-procurement system?

A：Now we are still studying the requirements of the E-procurement system. 
2. Would China provide a more precise timeline of when they will be formally entering into WTO Agreement on Government Procurement (GPA) accession negotiations and tabling an initial offer?

China will initiate the GPA negotiations not late than the end of year 2007. The initial offers are under consideration now.
JAPAN

1. In “Implementation of APEC Leaders’ Transparency Standards on Government Procurement” of IAP Report on Area-Specific Transparency Implementation for China for 2006, all the texts of the quoted website of www.ccgp.gov.cn seem to be written in Chinese. Is there an English version?

A：No, not yet.
2. In Government Procurement Chapter of Individual Action Plan for China for 2006, the regulation of government procurement agency qualification is mentioned in referring to fair dealing in “Improvements made since 2005 IAP.” We would like to know whether its English version and the outline of the system are available.

A：English version is not available.
3. In Government Procurement Chapter of Individual Action Plan for China for 2006, it reads, “Till September 2006, more than 400 appeals from the suppliers were accepted and settled” in the description of Accountability and due process in “Improvements made since 2005 IAP”. Are all of the appeals settled without any further appeals for consideration of suppliers’ claims? Is there a system where suppliers can file a complaint when they are dissatisfied with the judgment?

A：The 400 appeals were accepted and settled by the central and local financial departments. Among them, the administrative reviews and the judicial litigations were included. The Government Procurement Law and Regulations for Disposal of the Appeal of Government Procurement suppliers provide a mechanism for he suppliers to file the complaints when they are not satisfied with the judgment. 

4. In Government Procurement Chapter of Individual Action Plan Update for China for 2006, the phrase “centralized procurement organizations” is mentioned in “Further Improvements Planned”. What does this mean? Is there any difference between this and “central government”?

A：”Centralized procurement organizations” here refer to those institutions or organizations for the centralized government procurements are the procuring intermediaries. They carry out the procuring activities for general goods, constructions and services entrusted by the procuring entities. 

10. Deregulation/Regulatory Reviews

10.1. Since its accession to the WTO, China has made significant efforts to reform its regulatory framework. Could China provide a general assessment of the recent improvement of its regulatory framework? 
A: Great achievements have been made so far in the regulatory reform in almost all industries and sectors, including foreign trade, finance, banking, insurance, taxation, foreign exchange, pricing planning, investment, telecommunication, tourism, advertisement, etc. And a macroeconomic supervision system has been established. Administrative approvals have been greatly reduced and the administrative procedures are regulated by adiminstrative laws, such as the Adminstrative Liscense Law regulating the approval procedures, the Administrative Review Law regulating the review procedures and the Adiministrative Procedure Law regulating the appeal procedures. 
10.2. Please provide China’s assessment how such deregulation policy initiatives have enhanced operation of market mechanism in the Chinese economy.

A: Firstly, the reform of the pricing system on resource products were steadily forged ahead，which enabled price to determine allocation of resources in the market. Secondly, the reform of financial system vitalized the financial market. Commercial banks, such as Industrial and Commercial Bank of China and Bank of China, etc, have been listed and their internal administrative reforms have been improved gradually. The promulgation of the Regulation on the Administration of Foreign Invested Bank furthered the openness of the financial market. Thirdly, the reform on monopolized sectors has made great progress. For example, in postal sector, the reorganization of the postal administrative authority and the establishment of China Post Group are the important steps of the separation of the function of government and enterprise in the postal industry. 

10.3. China mentioned, in the last IAP, that it was reviewing and drafting new regulations for various sectors including telecommunications. Please list the results of such efforts. How APEC member economies can access to changes in specific areas?

A: China strictly abides by the related legislation procedures stipulated in Legislation Law of PRC in the process of formulating the Telecommunications Law. Telecommunications Law has been listed on the legislation agenda of China’s National People’s Congress. The legislation work is treading in steady course. The State Council is reviewing and perfecting the Draft, and Ministry of Telecommunications is working actively together with related agencies on research, demonstration, review and amendment of the Draft with a view to promulgating the Telecommunications Law at an early date. 

10.4. What is China’s policy stance on the role and future of state-owned enterprises? 
1.The role of Chinese SOEs.

SOEs, with constant improvement on overall quality and competitiveness, are playing a significant role in the development of China’s economy and society.
2. The Future policies on Chinese SOEs.

China will speed up the share holding reform and promote the diversification of investors and property rights of SOEs. Except for a few enterprises, the majority enterprises are actively pushing forward the share-holding reform and developing a mixed-ownership economy. 

In the meantime, we will further standardize the corporate governance, with emphasis on setting up and improving board of director system. We will continue to push forward the establishment of standardized board in SOEs, clearly define the rights and responsibilities of shareholders, Board of Directors, Supervisory Panel and management team. 
ABAC NEW ZEALAND

1. Significant corporate and securities reform legislation is now in effect. Measures to underpin the quality and efficiency of regulation remain a priority. 
11. Implementation of WTO obligation and Rules of Origin
11.1. Please provide a general picture of China’s rules of origin, preferential and non-preferential. 

A: The State Council issued the Regulation on Origin of Import-Export Goods in September 2004. It’s been implemented since January 1, 2005. The Regulation could be found at http://www.china-customs.com. 

11.2. Please provide the basic principles (or criteria) of ‘substantial transformation’ in the Rules of Origin for imports and exports of 2004. How these conform to the WTO agreement and the outcome of continuing negotiation on specific rules of origins in the WTO?
A: According to the Regulation on Origin of Import-Export Goods, the criteria for the determination of substantial transformation are mainly based on the change in tariff classification. The criteria for value-added component and processing operations are supplemented. They are WTO consistent.

11.3. Does China have any regulations on conferring origin marks or origin certificate to export goods?

A: There are specific regulations on conferring origin marks or origin certificate to export goods according to Article 16, Regulation on Origin of Import-Export Goods. For details, please refer to http://www.china-customs.com.

11.4. Is China in compliance with all WTO obligations? Are there presently some exemptions from the WTO agreements? What are they and what are the plans for phasing them out? 

A: Yes, China is in compliance with all WTO obligations, and there is no exemption from the WTO agreements.

ABAC NEW ZEALAND

1. Legislation change to achieve adherence with Rules of Origin expectations has been an important part of China’s moves to uphold its WTO commitments.

12. Dispute Mediation

12.1. Could China provide an overview of its experience in settling disputes with other economies with respect to trade and investments, citing a few illustrative case examples. Would China have data on the channels that disputes with foreign firms are mediated.

A: After China’s entry into WTO, it involved in four disputes as disputing party under WTO’s Dispute Settlement Mechanism. The dispute in which China is complainant is United States — Definitive Safeguard Measures on Imports of Certain Steel Products (DS252). The disputes in which China is respondent are China — Value-Added Tax on Integrated Circuits (DS309), China — Measures Affecting Imports of Automobile Parts (DS339, DS340, DS342) and China — Certain Measures Granting Refunds, Reductions or Exemptions from Taxes and Other Payments (DS358). China has also been third party in dozens of other WTO disputes.

12.2. Please outline the different dispute settlement methods that China has undertaken in its participation in FTAs. Please cite examples if any. 

A: The two major dispute settlement methods China undertakes in its participation in FTAs are consultation and arbitration. For example, the Dispute Settlement Chapter of China-Chile FTA provides such two methods available to the parties when disputes concerning whether a party has failed to carry out its obligations under the FTA Agreement arise. The complaining party may first request consultation with the other party and try to arrive at a mutually satisfactory resolution. If the disputing parties fail to resolve the matter through consultation within certain period, either party may request the establishment of an ad-hoc arbitral panel to make an objective assessment of the dispute. The report of the panel shall be final and binding on both parties. 

13. Mobility of Business People
13.1. What has been the experience of China as regards the usefulness of the APEC Business Travel Card? The 2006 IAP mentioned that 6,700 foreign applications of the ABTC have been processed. Could China give an indication of the relative growth of applications for the APTC?

A: Since joined the ABTC Scheme, China valued ABTC very much for its important role in facilitating the entry of Chinese business people to other economies. Up to now, the number of Chinese applicants is relatively low compared to foreign applicants. With the improvement of public awareness of ABTC, more and more Chinese business people will apply for ABTC.

13.2. To what extent would the ‘Regulations on Examination and Approval of Permanent Residence of Aliens in China,’ be an improvement over the prevailing regulations on permanent residency? For instance, what is the maximum number of years would the visa for permanent residence be valid for?
A: The Regulations on Examination and Approval of Permanent Residence of aliens in China have enlarged the applicants, list the prerequisites and standardize the procedures. 

According to the relevant provisions, there is no limitation on the period of stay of aliens with permanent resident status in China. They need not obtain visas and can enter and leave China with their valid passport and Alien Permanent Residence Permits. Alien Permanent Residence Permits are valid for five or ten years. Certificates with five-year validity are granted to minors, while certificates with ten-year validity are granted to adults. In case of expiration, the holders may apply for reissurance.

ABAC New Zealand:

1. A serious attempt has been made to increase pre-clearance numbers .
14. FTAs/RTAs

14.1. How would China interpret ‘substantially all trade’ in FTA negotiations?

A: China is of the view that the concept of ‘substantially all trade’ of GATTXXIIII should be interpreted as ‘most trade’. When clarifying and improving the FTA rules of WTO, the coverage of trade volume and coverage of tariff lines are two essential quantitative benchmarks. Furthermore, it is necessary to adopt both quantitative approach and qualitative approach in the clarification and improvement. However, the clarification and improvement of FTA rules of WTO shall be supportive to the developmental strategy of developing members by refraining from imposing harsh and unnecessary restrictions on their FTAs. Thus, a special and differential treatment needs to be granted to the developing members to allow them to adopt a lower threshold and non-reciprocity principle in the negotiation of FTAs. China is prepared to further discuss FTA rules with other APEC members in the Doha Round Negotiation of WTO.

14.2. For the FTAs that are in operation, would China give an indication of the increase (or decrease) in trade (exports and imports) with its FTA partners, as well as identify which party is a net importer/exporter on an annual basis. In general, what has been the short term impact of the different FTAs on China’s economy?

A: The exports and imports data of China and its FTA partners can be found in the website www.mofcom.gov.cn. However, even only with those arrangements on goods, there have shown an increased confidence from investors. This can be seen after the signature of China-ASEAN FTA. 

14.3. Was the FTA arrangement, in China’s experience, lead to higher inward and outward investments? Please cite examples. 

A: Up to now, China has not signed any investments agreements under FTA arrangement. Anyway, we believe that investment agreements signed by China and other economies in the future will lead to higher inward and outward investments to some extent.

14.4. Could China indicate the extent to which trade with its partners is carried out in a preferential manner, i.e. using preferential tariffs and satisfying preferential ROOs?

A: Under CEPAs, on Jan 1 2006, Mainland China eliminated tariffs on the products originated in Hong Kong and Macao, China.
From July 20th 2005, China started to reduce tariffs of 3408 products (8 digit level HS code) under the Agreement on Trade in Goods of the Framework Agreement on Comprehensive Economic Co-operation between China and ASEAN. 

Under Asia Pacific Trade Agreement, from Jan 1 2006, China reduces tariffs on 928 products (8-digit level HS code) originated in South Korea, India, Sri Lanka, Bangladesh and Laos. From Sep 1 2006, the coverage expanded to 1717 products. 
Under the Agreement on the Early Harvest Programme for the Free Trade Agreement Between China and Pakistan, from Jan 1 2006, China reduces tariffs on 2244 products (8-digit level HS code) originated in Pakistan. 
Under China-Chile Free Trade Agreement, from Oct 1 2006, China applied preferential tariff rates on 7391 products (8-digit level HS code) originated in Chile.
14.5. What are the tariff margins of preference in the different FTAs that China is party to?

A: With respect to the margins of preference of FTAs that China is a party to, please refer to the official website of the Department of International Trade and Economic Affairs, Ministry of Commerce: http://gjs.mofcom.gov.cn.

14.6. Does China have a long term FTA policy? Besides the four FTAs under negotiation, are there additional FTAs that China is considering entering into? Would China be favorable to the formation of a free trade area for the APEC economies? Would China have reservations? 

A: China believes that FTAs are supplementary to the multilateral trading system and is playing an important role in the promotion of trade liberalization and common development among nations and regions. In view of that, China has been progressively participating in FTAs since its accession to the WTO. By the end of 2006, China has reached FTAs with Hong Kong, Macao SAR, ASEAN, Chile and Pakistan, while is still under FTAs negotiations with Australian, New Zealand, Singapore, Iceland, Gulf Cooperation Council(GCC) and South Africa Customs Union (SACU). In addition to that, China is undertaking joint feasibility studies on potential bilateral FTAs with Korea and India. 
China noted that in 2006, APEC leaders instructed officials to undertake further studies on ways and means to promote regional economic integration, including a Free Trade Area of the Asia-Pacific as a long-term prospect. China always support APEC trade and investment liberalization and facilitation process, insists in open regionalism and is negotiating FTAs with several APEC economies. However, we view that realizing the Bogor Goals in 2010/2020 and supporting for DDA negotiations are the primary goals of APEC at this stage. China is willing to have further discussion with other members on the issue of FTTAP.

14.7. In China’s experience with FTAs, has the proliferation of preferential ROOs truly increased cost of compliance as the ‘spaghetti or noodle effect’ suggests?

A: China only signed FTAs with ASEAN, Chile and Pakistan; the so called “spaghetti or noodle effect” is not so obvious. 
14.8. Of the FTAs currently under negotiation, which ones are negotiated under a single undertaking? Would China have preference of single undertakings? 

A: Among the FTAs under negotiation, China-New Zealand and China-Australia FTA are negotiated under a single undertaking. China believes that the approach adopted in each FTA negotiation should be determined by the FTA partners according to the specific situation they are facing. No specific approach is strongly preferred by China.

CANADA

1. China’s existing agreements with ASEAN, Chile, and Pakistan have been undertaken through a staged approach encompassing “early harvest” tariff reduction, followed by an agreement in goods, and a separate negotiation for services and, at times, investment. Please advise how China can ensure that its FTAs are comprehensive if it implements early harvest provisions or tariff reductions on goods while agreements on service and investment chapters remain uncertain and incomplete.

A: These three FTAs were negotiated and signed under the WTO legal structure and is fully in line with WTO stipulations concerned. From the perspective of China, it is more effective and efficient to adopt a phased and progressive approach in the FTA negotiations. To negotiate on trade in goods or early harvest products could be the first step of the whole FTA negotiations. It will be helpful for the FTA partners to attain benefits of the FTA as early as possible, helpful for the FTA partners to increase common awareness and reach wider consensus on future negotiations, and helpful for the FTA members to realize the eventual target of “a comprehensive FTA”. 

15. Trade Facilitation

15.1. According to its latest IAP, China has made significant progress in trade facilitation particularly in the area of in Custom Procedures, Standard and Conformance, Business Mobility, Electronic Commerce. What measures have been most successful in reducing transaction costs? Please list those measures and channels to reduce costs by each area. 
A: In the past years, China has made great achievements in Custom Procedures, Standard and Conformance, Business Mobility, Electronic Commerce and other areas. Since 2001, China Customs has successively phased in a series of reform projects such as fast-track clearance procedures, simplified clearance procedures, online declaration and surveillance. In 2002, an EDI pilot project called “paperless clearance” was also launched with anticipated effect achieved. At the same time, China Customs adopted risk management concept and made full use of computer and information management technology, therefore boosted clearance efficiency and trade facilitation on the premises of ensuring the effectiveness of customs control. In the area of Standards, China has made tremendous progress since 2001. Up to now, China has adopted 9931 ISO and IEC international standards. As for Business Mobility, China has participated in the ABTC Scheme and introduced an advanced passenger information system. Finally, China has made great effort to remove barriers to E-commerce and speed up the use of E-Commerce. The above measures are proved to be successful in reducing the transaction cost. 

15.2. Could China provide an estimate of how much of total transaction cost those measures in 15.1 reduced in the spirit of the Shanghai Accord?

A: To achieve the Bogor Goals in 2010/2020, trade facilitation is playing, and will continue to play its important role as an “accelerator”. China has attached great importance on trade facilitation and made great efforts to implement Shanghai Accord. China has been dedicated itself to realize the reduction transaction cost through great effort to implement Trade Facilitation Action Plan. While recognize that measurement of the transaction cost has still been a big challenge to all APEC economies, we believe that China has made great contribution to realizing the goal of 5% reduction in APEC Region by 2006 and will contribute to another 5% reduction by 2010.

15.3. There are pending items for implementation as of 2005. Please provide plans for further implementation of trade facilitation measures in Custom Procedures, Standard and Conformance, Business Mobility, Electronic Commerce each area, etc. 

A: In the area of Customs Procedures, China will raise the level of integrity and establish a reliable and transparent Customs administration; provide the precedent-based rulings in electronic format to importers; enhance the use of risk management techniques in cargo clearance and minimize physical examination.
In the area of Standard and Conformance, China will adopt more ISO and IEC international standards both in priority areas and other economic fields continuously.

Others

CANADA

Area-Specific Transparency Implementation; Transparency Standards on Services

1. China notes that it is going to further amend the Provisional Regulations on Foreign Share-holding and Foreign Fully-owned Travel Agencies, as well as the Administrative Regulations on Travel Agencies. Please indicate what types of amendments are under consideration and when such amendments are expected to be completed.

A: The amendments mentioned in the question mainly concentrated on the perfection of business behavior of travel agency, including the adjustments to ensure those WTO commitments to be fully honored. The Provisional Regulations has been listed in the legislation plan and the work has been done by the General Bureau of Tourism. 

Area-Specific Transparency Implementation; Transparency Standards on Investment 

2. Would China please clarify the term ‘Open Administration’ used to describe its investment approval process? Does this unified approval process also apply to the decentralized measures noted in China’s IAP Section on Investment?

A: To improve transparency over screening and other administrative issues, “Open Administration” has been adopted by conducting approval process at the Grand Administrative Office of the Ministry of Commerce. Approval certificates for foreign investment projects are processed and issued here. Up to now, this approval process only adopted in Ministry of Commerce and has not applied to the decentralized measures yet.

17. Transparency

Others

ABAC-JAPAN

1. Transparency when deliberating on and promulgating laws and regulations

Status and issues: In recent years, the Chinese government has been actively making efforts to make the details of the laws and regulations public by way of official publications of laws and ordinances, the Internet, etc., and we welcome those efforts. Transparency and swiftness may not yet be achieved in some cases, however, especially with respect to the operational aspects of laws and regulations. 

Requests and solutions: Every effort should be taken to ensure a high level of transparency including at the local level when continuing to disclose the laws and regulations in a manner that gives the public access to them. This transparency should be ensured, for example, by permitting public comment on proposed laws and regulations aimed at stakeholders including FIEs and by giving sufficient consideration to them. 

A: With a view to performing the transparency obligation of China’s accession to the World Trade Organization, the State Council has designated in June 2002 the China Foreign Economic and Trade Cooperation Gazette (hereinafter referred to as the Gazette) as the official publication of the Chinese government for the communication and consultation with the WTO and its members and for trade policy review by the WTO. The General Office of the Ministry of Commerce is responsible for the compilation and circulation of the Gazette. It collects and publishes relevant information on laws, regulations, rules, other measures and the legal drafts concerning trade in goods, trade in services, trade-related intellectual property rights (TRIPS) and foreign exchange control promulgated by the National People’s Congress (NPC) and its Standing Committee, the State Council and its departments and local government authorities. 

80 issues of the Gazette are complied and published each year and presented to the central and local governmental organs, major libraries and news media. At the same time, the governmental website of the Ministry of Commerce publishes in full the Gazette and distributes the electronic version of the Gazette by email to about 8,000 domestic and foreign users of the website free of charge. There are so far altogether 2,250 economic and trade laws, regulations, rules and other measures published in the Gazette. 

In accordance with relevant provisions of the Legislation Law, Regulations on the Procedures for the Formulation of Administrative Regulations and Regulations on the Procedure for Formulation of Rules, relevant governmental organs, organizations and public opinions should be solicited extensively in the drafting process of legal documents. In the process of the drafting and formulation of relevant legal documents, opinions are solicited through seminars, panel discussions, hearings and the publication of the drafts through Internet, newspapers and magazines. Rational opinions are taken into consideration in drafting and reviewing.

2. Clarification of standards for licenses and permits

China has been advancing amendments and reforms of its legal system based on the commitments it made when joining the WTO, among others. There are, however, some issues surrounding the operational aspects of the laws and regulations. For example, the standards for licenses and permits are unclear. 

Based on the spirit of the Administrative License Law of The People’s Republic of China, we request China to clarify the standards that grant the licenses and permits and to narrow down the scope of its administrative discretion to the extent possible. 
A：The Administrative License Law of the People’s Republic of China sets specific and rigorous stipulations on establishment, implementation, supervision, inspection and enforcement responsibilities of the administrative licensing. In accordance with this Law, the establishment of an administrative license must specify the implementing organ, conditions for application, procedures and time limit. Regulations on administrative license shall be publicized. Those that have not been published shall not be considered or used as the basis for licensing. The laws, regulations, rules and regulative documents on the establishment and implementation of administrative license must comply with the provisions of the Administrative License Law and specify the conditions and standards on administrative licensing.
3. Uniform application of laws and regulations by central and local governments

Knowledge of some laws and regulations that were implemented by the central government has not filtered down to some regions of the economy.

It is important that the laws and ordinances formulated by the central and local governments be free from inconsistencies and that the laws and ordinances be administered in a consistent manner on the whole. Laws and regulations enacted by the central government should be applied on a mandatory basis and interpreted in a uniform manner by all local governments.
A: The Article 5 of the Constitution of the People’s Republic of China stipulates: “The People’s Republic of China governs the country according to law and makes it a socialist country under rule of law. The State upholds uniformity and dignity of the socialist legal system. No laws or administrative or local regulations may contravene the Constitution.” In accordance with relevant provisions in the Legislation Law, the effect of law is superior to that of administrative regulations and local regulations and rules. The effect of the administrative regulations is superior to that of the local legislations and rules. The local regulations shall not contravene the Constitution, laws and administrative regulations. The rules of the local people’s governments shall not contravene laws, administrative regulations and local regulations at the locality. Local people’s congresses and their standing committees and local governments do not have the right to interpret laws and administrative regulations. The basic economic system of China and other relevant basic systems on government finance, taxation, customs, finance and foreign trade can only be stipulated by law. Local regulations and governments do not have such powers to regulate on these basic systems.
In accordance with the above provisions, the laws and administrative regulations of China have the effect of unified application at all places nationwide.

After the accession to the WTO, China has earnestly perform its commitments on the accession to ensure the consistency between the Chinese foreign economic and trade laws and the WTO rules. China has conducted a comprehensive sorting out of the foreign economic and trade laws, administrative regulations and rules pursuant to the WTO rules and the WTO accession commitments and requirements. Relevant work of modification, repeal and formulation has already been completed.

The above work ensures in legislation the unity of the legal system and the successful enforcement of government decrees in China.

The Compendium on Comprehensively Carrying Forward the Administration of Governmental Affairs in Accordance with the Law of the State Council stipulates that one of the goals in the construction of the government governing by law is that the laws, regulations and rules are implemented in a comprehensive and correct manner, and that the unity of the legal system and the successful enforcement of government decrees are achieved. In recent years, the Chinese government has vigorously carried forward the work on the administration of governmental affairs in accordance with the law, promoted the publication of administrative affairs, deepened the reform on the administrative and law enforcement systems, strengthened the construction of the administrative and law enforcement systems, completed the administrative supervision and reconsideration systems and achieved remarkable effects. The National People’s Congress has adopted the Law of the People’s Republic of China on the Supervision of the Standing Committees of the People’s Congresses at Various Levels. The people’s courts must try and judge the administrative litigation cases in accordance with laws. Both have intensified the supervision on the administrative acts. The above work ensures in law enforcement the unity of the legal system and the successful enforcement of government decrees in China.
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