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CHINA'S TRADE POLICY

● Policy trends pre-WTO accession; trade and FDI patterns

● China in the WTO

● Chinese trade-related reforms: unilateral measures and

PTAs

● Trade-policy challenges

● China-EU relations: trade/FDI patterns; macroeconomic

issues; policy framework for bilateral relations



CHINA, WTO, DOMESTIC REFORMS

• Up to WTO accession; Trade/FDI patterns

-- Radical unilateral opening of economy in 1990s

-- Tough WTO negotiations; very strong accession 
commitments

-- Mutually reinforcing domestic and WTO reform 
processes

-- Exploiting comparative advantage in labour abundance
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Bound and Applied MFN Tariffs 
(World Bank Source 2005)
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Coverage Ratio of NTBs in Import Trade 
(Unweighted/ Simple Averages in %)
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FDI Regulatory Restrictiveness 
by Country and Sector
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World Ranking 
Ease of Doing Business (2008)
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Indicators for Trading Across Borders 
(2009)
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The Enabling Trade Index (2008)
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Total Trade (Goods & Services) in bln US$
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Inward FDI Flow for BRIICS 
in bln US$ (1980-2006)
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Share of World Goods & Services Trade 
BRIICS (2006)
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Trade (Goods & Services)/ GDP in % 
BRIICS (1980-2006)
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Share of Global Inward FDI Stock for 
BRIICS (2006)
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Outward FDI Flow 
BRIICS in bln US$ (2000-2006)
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CHINA, WTO, DOMESTIC REFORMS

• China in the WTO post-accession

-- General: locking in domestic reforms; becoming a 
stakeholder in multilateralism; setting an example (e.g. 
Vietnam); integrating into the global economy

-- DDA: relatively pragmatic early on, but passive 
throughout; ultimately blocking deal

-- DSM: listening and learning; mutual restraint; but now 
more action

-- Implementation: a mixed record



CHINA, WTO, DOMESTIC REFORMS

• National trade-related reforms: unilateral 
measures and PTAs

-- Paltry unilateral liberalisation post-WTO 
accession;cautious and defensive leadership; inevitable 
complications

-- Reform slowdown: export regime; technical standards; 
services barriers; tighter FDI restrictions; more industrial-
policy intervention

-- PTAs: China driving force in Asia; but trade-light PTAs 
and noodle-bowl complications; also trade-light regional-
integration initiatives



Recently Established or Proposed 
RTAs/CEPAs by China (2000-2007) i
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Recently Established or Proposed 
RTAs/CEPAs by China (2000-2007) ii
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Proposed/Under consultation and studyFTASouth Africa

Under NegotiationFTASingapore 
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Map of FTAs in Asia as of 2008



CHINA, WTO, DOMESTIC REFORMS

• What China needs to do

-- National reforms: WTO implementation; WTO-plus reforms (services 
and investment); moving to 2nd generation regulatory reforms; link to 
domestic reforms to “rebalance” growth

-- Faster unilateral reforms – in China’s own interest

-- China as engine of Asian and global unilateral liberalisation

-- WTO: strengthening rules post-Doha; China must move to co-
leadership

-- PTAs: more caution; cleaning up the mess

-- Key bilateral relationships: What others need to do, esp. USA and EU



CHINA-EU RELATIONS

• Trade/FDI patterns

• EU is China's biggest trading partner; China EU's 
second-biggest trading partner; huge increase in 
two-way trade

• Significant EU FDI in China, linked to export-
oriented production

• EU stake in differentiated Chinese markets



Leading EU27 Trading Partner Countries 
(excl. Services) - Excluding intra-EU trade
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Leading EU27 Import & Export Countries 
Merchandise trade - excluding intra-EU trade (2007)
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Leading EU27 Import & Export Countries 
Services trade - excluding intra-EU trade (2007)
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FDI Inflow/ Outflow and Inward and 
Outward FDI Stock EU27 in Mln Euros
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EU Member States and Chinese Provinces 
GDPs per capita (2005 US$ in PPP) i
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1 349Guizhou1 268Bangladesh

2 018Gansu1 453Cambodia

2 106Yunnan

2 209Anhui

2 282Guangxi2 142Vietnam

2 300Sichuan

2 459Xizang2 503Guizhou

2 505Jianxi3 744Gansu

2 595Chongqing3 907Yunnan

2 599Hunan4 097Anhui

2 749Shaanxi4 233Guangxi

2 763Qinghai4 267Sichuan

2 794Ningxia4 562Xizang

2 896Hubei4 647Jianxi

2 980Henan4 812Chongqing

2 988Hainan4 821Hunan

3 307Shanxi5 100Shaanxi

3 574Xinjiang5 125Qinghai

3 645Jilin5 182Ningxia

3 785Heilongjiang5 371Hubei

3 963Hebei5 528Henan

4 669Nei Mongol5 543Hainan

4 965Fujian6 135Shanxi

5 101Liaoning6 628Xinjiang

5 530Shandong6 760Jilin

6 736Jiangsu7 020Heilongjiang6 869Thailand

7 267Guangdong7 351Hebei

7 704Zhejiang8 659Nei Mongol

EU Member States and Chinese Provinces 
GDPs per capita (2005 US$ in PPP) ii
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CHINA-EU RELATIONS

• Macroeconomic issues

• More confrontational EU stance on trade deficit and RMB 
undervaluation

• Why not to worry about the trade deficit: a macroeconomic 
issue; decreasing EU deficits with ROW, including other e. 
Asian countries (shifting supply-chain production); intra-
EU differences on China trade surpluses/deficits

• RMB: mixed evidence on systematic undervaluation; intra-
EU exchange-rate differences; other means of correcting 
global macroeconomic imbalances



A Broader View of EU-China Trade Deficit: 
The Import Side

Graph 2. A broader view of the EU-China trade deficit:  the import side
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Intra-EU Trade & China-EU Trade i
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Trade with China: EU Member States with export growth rates higher than import growth rates
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Trade with China: EU Member States with export growth rates smaller than import growth rates 
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CHINA-EU RELATIONS

• Key trade/investment issues and the policy 
framework

• PTA neither desirable nor feasible; rather strengthen 
policy framework for bilateral regulatory cooperation

• Negotiating a PCA: what the EU wants

• Overcoming intra-EU differences

• Avoid trade and non-trade linkages

• Designing and strengthening the High Level Trade and 
Economic Dialogue: lessons from US-China SED; EU 
institutional traps; containing protectionism, damage 
limitation, making incremental progress



CHINA-EU RELATIONS

• Reciprocal bargains

• MES and trade remedies

• IPR

• Services and investment liberalisation

• Chinese OFDI

• Norms and standards


