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Trade and investment context and negotiation framework

Negotiations

Å Partnership and Cooperation Agreement (PCA) negotiations launched 2007

Å High Level Dialogue Mechanism - launched April 2008 ïnew meeting Spring 2009

Å ñGlobal Europeò ïFree Trade Agreement with China excluded

Challenges for success

Å Address the economically significant issues

Å Prepare for the long term 

Core EU objectives

Å Better conditions for exports

Å Better conditions to invest



Wrong problem: bilateral trade deficit

•  EU no major overall trade deficit (contrary to US)

•  Not relevant to look at EU-wide deficit with China. (see next slide)

•  Normal comparative advantage developments

•  Growing deficit with China compensated by growing surplus with other 

emerging markets

•  Phenomenon of “trade replacement” –China  a hub of processing trade in 

Asia 

• 60% of Chinese exports made by multinationals

• Currency –a question of macroeconomic management, trade measures no 

response, yuan revaluation not much effect on trade

What are the commercial challenges?
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Table 13a: Intra-EU Trade and Trade with China with the EU Member 

States (EUMS) 
Trade Indicators EU 27 with China Trade Deficit % of GDP 

EU 27 Annual Growth Rate 

(2000-2006) 

Export-Import 

Ratio 

Trade with 

China 

Intra EU Trade 

Export [1] Import [2] 2000 [3] 2006 [4] 2006 [a] [5] 2005 [6] 

Trade with China: EUMS with export growth rates higher than import growth rates 

Latvia 133,0 34,4 0,4 10,5 -1,1 -16,2 

Estonia 76,4 12,5 4,3 63,6 -1,1 -11,8 

Malta 72,7 9,6 3,3 50,0 -1,3 -30,0 

Slovakia 61,1 25,4 5,2 23,6 -1,5 -0,5 

Cyprus 44,2 10,3 0,8 3,9 -1,7 -20,0 

Hungary 55,3 26,9 4,3 14,3 -4,2 2,8 

Poland 33,6 15,6 7,1 17,1 -1,2 -2,3 

Ireland 31,9 15,6 22,4 49,5 -0,6 12,2 

Portugal 26,2 12,5 13,9 27,7 -0,4 -8,9 

Lithuania 39,9 26,7 2,2 4,1 -2,7 -9,2 

Slovenia 23,2 12,7 10,7 18,4 -0,9 -9,3 

Greece 24,7 15,7 4,4 6,8 -0,9 -9,3 

Czech Republic 28,1 22,9 9,5 12,2 -2,3 3,1 

France 15,3 11,7 42,0 50,8 -0,5 -2,1 

Germany 19,4 16,7 55,2 63,3 -0,7 4,3 

Spain 20,7 19,6 13,4 14,1 -1,2 -3,6 
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Table 13b: Intra-EU Trade and Trade with China with the EU Member States 

(EUMS) 
Trade with China: EUMS with export growth rates smaller than import growth rates 

Trade Indicators EU 27 with China Trade Deficit % of GDP 

EU 27 Annual Growth Rate 

(2000-2006) 

Export-Import 

Ratio 

Trade with 

China 

Intra EU Trade 

Export [1] Import [2] 2000 [3] 2006 [4] 2006 [a] [5] 2005 [6] 

Denmark 13,6 15,6 29,7 26,6 -1,2 2,4 

Belgium 13,9 16,8 33,4 28,6 -2,4 7,3 

Netherlands 20,0 23,6 12,8 10,8 -5,5 23,0 

Austria 14,0 19,9 69,6 51,5 -0,5 -4,4 

Sweden 1,6 13,2 109,9 57,5 -0,6 -0,6 

Finland 5,1 21,1 156,4 66,9 -0,6 -0,1 

Bulgaria 31,5 47,8 16,2 8,1 -3,4 -

Romania 11,0 44,7 49,2 10,0 -2,0 -

Luxemburg 21,1 84,6 76,4 6,1 -11,4 2,1 

EU 27 16,3 17,4 34,7 32,9 -1,2 -

EC 6 [b] 17,9 18,0 39,4 39,1 -1,2 3,2 

EC 9 [b] 10,6 14,9 30,7 24,4 -1,2 -2,6 

EC 12 [b] 36,0 23,2 8,4 15,2 -1,1 [c] -1,7 

Eurozone 17,4 18,1 38,8 37,4 -2,0 1,7 

Non-Eurozone 11,8 15,5 24,3 20,0 -1,1 -2,0 

Notes: 

[a] 2006 trade deficit in percentage of 2005 GDP. 

[b] EC 6: the foudning EU member states' EC 9 the nin EU member states having acceded before 1995; EC 12: the EU member states having acceded since 2004. 

[c] Excluding Bulgaria and Romania. Underlined EU member states are eurozone members in 2008 

Source: Eurostat, Trade Statistical Yearbook (2006), Eurostat Press Release (26 November 2007) 
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EUôs wish list for ChinaChinaôs wish list for Europe

IPR and forced technology transfers

Tariffs: removal of peak tariffs in textiles and clothing, 

leather and fur, footwear, ceramics, steel and vehicles

Non-tariff barriers: product certification, labelling standards, 

import approval requirements, customs clearance

Government procurement: EU wants China to accede to 

WTO Government Procurement Agreement. Accession 

negotiations to start in 2008

Industrial policy in China appears to be discriminating 

against EU operators: automobiles, semiconductors, 

shipbuilding. Local content requirements also slow 

down EU exports

Foreign investment restrictions in manufacturing and 

services. Joint ventures instead of full ownership. 

Special EU concerns: telecoms and financial services

Stronger disciplines on subsidies

Exchange rate 

Recognition of Market Economy Status

Stronger disciplines on EU anti-dumping and safeguard 

measures

Removal of peak tariffs on garments, leather goods and 

other manufactured exports

Reduction of EU agricultural subsidies and tariffs

Less trade-restrictive EU SPS and TBT measures

Better conditions for investment (SWFs, international 

investment)

Better conditions for operating in EU (business visas, 

discrimination at trade fairs, etc.)



EU

• Split competency in key contentious and economically salient 

issues (investment, services)

• Zero-sum competition among key member states, namely 

investment (BITs, business deals along with bilateral summits)

• Lack of priorities (e.g. blanket approach to IPRs; long wish list on 

rules for a partner with complex governance challenges)

• Protectionist rhetoric (counterproductive)

Challenges in current negotiations and dialogues



Talks going anywhere?

Å HLETD April 08

Å Investment cooperation, balanced economic development, innovation and technology 

transfer, international economic development

Å For next meeting market access, transport, regulation and standards
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Joint Economic and Trade Committee September 08

ÅTechnology transfer licence agreement

ÅSafety conditions for EU imports of China agricultural products

ÅIPR

ÅGI

ÅPharmaceuticals ïhow to reduce cost of Chinese imports

ÅClimate Change: Clean development mechanism



A few ways forward for EU

Å Think long-term: China increasingly a sophisticated and Western-style 

consumer market; progressively climbing the value-added ladder

Å Antidumping: grant Market Economy Status - for diplomatic and 

economic reasons

Å Prioritize: e.g. Differentiated IPR approach, i.e. negotiate on really 

innovative sectors; focus on investment in services

Å Involve key member states for a better joint policy towards China 

namely in investments

Å Better advocacy from business (cross-continental perspective 

needed!)
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