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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



Average Applied Tariffs for BRIICS and
other developing countries (unweighted in %)

Country 1985 1990 1995 2000 2005
EU

8,7 4.3 2,2 2.5
us

6,3 43 3,6 3,0
Brazil 51,0 32,2 13,2 16,6 12,2
Russia Federation c. 7,3 d. 11,2 11,1 10,0
India 100,0 81,8 41,0 32,7 16,0
Indonesia 27,0 20,6 14,0 7,8 6,5
China a. 38,1 40,3 22.4 16,2 9,0
South-Africa b. 29,0 11,0 d. 15,0 6,9 7,8




Bound and Applied MFN Tariffs
(World Bank Source 2005)

Binding Simple Simple Simple Simple Weighted Share of Share of

Cove- Mean Mean Mean Mean Mean Lines with Lines

rage Bound Tariff Tariff Tariff Tariff Int. Peaks with

Rate Spec.

Country Year Rates

(Al

(Al (Al (Manu- (Agri- (Al (Al Products) (Al
Goods) Goods) | facture) | culture) | Products) | Products) Product)
EU 2005 100,0 4,2 1,7 7,9 2,7 2,0 6,7 9,0
us 2005 100,0 3,6 3,3 2,8 3,2 1,6 6,1 5,9
Japan 2005 99,7 3,0 2,3 8,4 3,3 2,5 8,1 2,7
Brazil 2005 100,0 31,4 12,6 7,9 12,3 7,1 27,7 0,0
Russia 2005 0,0 - 11,5 10,7 11,4 9,6 17,9 16,0
India 2005 73,8 49,6 15,9 24,4 17,0 14,5 15,5 3,5
Indonesia 2005 96,6 37,1 6,4 7,2 6,5 6,0 8,7 0,0
China 2005 100,0 10,0 9,2 8,8 9,2 4,9 19,1 0,0
South-Africa 2005 96,3 19,4 8,8 5,4 8,5 5,4 21,3 1,0
Low & Middle Income | - 76,2 34,8 9,4 9,0 12,3 6,1 17,8 0,9
High Inc. Non-OECD - 67,3 21,3 3,7 6,3 4,1 1,2 5,0 0,8
High Inc. OECD - 98,6 7,4 3,0 3,7 3,1 2,0 3,7 0,0




Coverage Ratio of NTBs in Import Trade
(Unweighted/ Simple Averages in %)

Country 1984-87 1988-90 1991-93 1997-2000 2001

Brazil 35.3 3.2 1.5 - 3,8
Russia - - - - 0,9
India 80.7 65.4 62.6 - 34,7
Indonesia 94.7 9.4 2.7 3.1 1,8
China 10.6 23.2 11.3 5.7 7,6
South-Africa - - - - 1,1




FDI Regulatory Restrictiveness
by Country and Sector
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World Ranking

Ease of Doing Business (2008)

Ease of Starting Dealing | Employ- Regis- Getting Protec- Pay- Trading Enfor- Closing
Doing a with ing tering Credit ting ing Across cing a
Business | Business | Constr. | Workers | Property Investors Taxes Borders | Contracts | Business
Permits

us 3 6 26 1 12 5 5 46 15 6 15
Japan 12 64 39 17 51 12 15 112 17 21 1
Singapore 1 10 2 1 16 5 2 5 1 14 2
H-Kong 4 15 20 20 74 2 3 3 2 1 13
N-Zealand 2 1 2 14 3 5 1 12 23 11 17
Denmark 5 16 7 10 43 12 24 13 3 29 7
Brazil 125 127 108 121 111 84 70 145 92 100 127
Russia 120 65 180 101 49 109 88 134 161 18 89
India 122 121 136 89 105 28 38 169 90 180 140
Indonesia 129 171 80 157 107 109 53 116 37 140 139
China 83 151 176 111 30 59 88 132 48 18 62
S-Africa 32 47 48 102 87 2 9 23 147 82 73




Indicators for Trading Across Borders

(2009)

Ease of Document | Time for Cost to Documents | Time for Cost to

Trading for export export export for import import import

Across

Borders

(World (US$ per (US$ per

Ranking) (number) (days) container) (number) (days) container)
OECD - 4.5 10.7 1069.1 5.1 11.4 1132.7
UuS 15 4 6 990 5 5 1245
Singapore 1 4 5 456 4 3 439
Hong Kong 2 4 6 625 4 5 633
Japan 17 4 10 989 S 11 1047
Brazil 92 8 14 1240 7 19 1275
Russia 161 8 36 2150 13 36 2150
India 90 8 17 945 9 20 960
Indonesia 37 5 21 704 6 27 660
China 48 7 21 460 6 24 545
S-Africa 147 8 30 1445 9 35 1721




The Enabling Trade Index (200s)

Overall Rank Market Access Border Transport and Business
Administration Communications Evironment

Country/ Infrastructre

Rank Score Rank Score Rank Score Rank Score Rank Score
Hong-Kong 1 6.04 1 6.66 7 5.99 4 5.66 2 5.84
Singapore 2 5.71 27 4.99 1 6.51 7 5.53 3 5.82
Sweden 3 5.66 14 521 2 6.32 1 5.77 14 5.35
Norway 4 5.65 2 5.89 6 6.06 20 5.21 10 5.45
Canada 5 5.62 3 5.87 9 5.78 11 5.50 16 5.33
Japan 13 5.43 4 5.86 17 5.55 13 5.42 35 4.90
us 14 5.42 6 5.65 21 5.29 3 5.66 25 5.08
Indonesia 47 4.27 22 5.03 63 3.96 74 3.13 32 4.97
China 48 4.25 71 4.07 43 4.51 36 4.15 77 4.28
South-Africa 59 3.98 67 4.10 50 4.21 45 3.74 99 3.87
India 71 3.74 105 2.82 55 4.08 52 3.54 58 4.53
Brazil 80 3.63 92 3.42 66 3.87 62 3.31 96 3.91
Russia 103 3.25 99 3.11 92 3.20 60 3.35 114 3.35




Total Trade (Goods & Services) in bin Us$
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Inward FDI Flow for BRIICS
in bln US$ (1980-2006)

bin US$
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Share of World Goods & Services Trade
BRIICS (2006)

Brazil; 1,0 %

Russia; 1,9 %

Non-BRIICS
Countries ;
87,3 %

India; 1,5 %

Indonesia; 0,8 %

China; 6,9 %

South-Africa;
0,6 %



Trade (Goods & Services)/ GDP in %
BRIICS (1980-2006)
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Share of Global Inward FDI Stock for
BRIICS (2006)

Brazil; 1,8

Non-BRIICS
Countries; 92,8

Indonesia; 0,2

South-Africa; 0,6



Outward FDI Flow
BRIICS in bln US$ (2000-2006)

bln US$
30,0 -
Brazil
25,0 A
Russia
20,0 - India
Indonesia
1 .
501 — = China
South-Africa
10,0
5,0
— 7
7
7
0,0 = 1 T / T T T
2000 2001 2002 2003 2004 2005 2006

-5,0 -



CHINA, WTO, DOMESTIC REFORMS

* China in the WTO post-accession

-- General: locking in domestic reforms; becoming a
stakeholder in multilateralism; setting an example (e.qg.
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

Partner country Type Status

ASEAN CECA Under Implementation

Asia-Pacific PTA Under Implementation

Costa Rica FTA Proposed/Under consultation and study
ASEAN+3 FTA Proposed/Under consultation and study
ASEAN+6 FTA Proposed/Under consultation and study
New Zealand FTA Signed

Australia FTA FA signed/FTA Under Negotiation

Chile FTA Under Implementation

Gulf Cooperation FTA Under Negotiation

Hong Kong CEPA Under Implementation

Iceland FTA FA signed/FTA Under Negotiation




Recently Established or Proposed
RTAs/CEPAs by China (2000-2007) i

India RTA Proposed/Under consultation and study
Japan-Korea FTA Proposed/Under consultation and study
Korea FTA Proposed/Under consultation and study
Macao CEPA Under Implementation

Norway FTA Proposed/Under consultation and study
Pakistan FTA Under Implementation

Peru FTA Proposed/Under consultation and study
Singapore FTA Under Negotiation

South Africa FTA Proposed/Under consultation and study
South African Customs Union CU/FTA Under Negotiation

Thailand FTA Under Implementation

Shanghai Cooperation Organization FTA Proposed/Under consultation and study




Map of FTAs in Asia as of 2008
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CHINA, WTO, DOMESTIC REFORMS

« What China needs to do

-- National reforms: WTO implementation; WTO-plus reforms (services
and investment); moving to 2"d 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

-- WTQO: 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

EU Imports + 2007 2006 2005 2004 2003
EU Exports
Rank | Mio euro | Rank [ Mio euro | Rank | Mio euro | Rank [ Mio euro | Rank | Mio euro
World 2661077 2 510 656 2233196 1980 462 1 804 482
USA 1 441 731 1 444 201 1 416 702 1 394 869 1 385 406
China 2 302 643 2 258 603 2 212 225 2 177 068 2 147 693
Russia 3 232 339 3 213125 3 169 518 4 129983 5 107 869
Switzerland 4 169 410 4 159 316 4 149 233 3 137 213 3 130471
Japan 5 121 560 5 122 014 5 117 815 5 118101 4 113 365
Norway 6 119 850 6 117 622 6 101 053 6 86 074 6 78 685
Turkey 7 99 424 7 91 686 7 80 706 7 72 865 7 58 109
South Korea 8 64 156 8 63 626 8 54 676 8 48 601 8 42 451
India 9 55 644 9 46 989 10 40 408 12 33523 14 28 636
Brazil 10 53 797 12 44 914 11 40 182 11 35 884 11 31 509
ASEAN - 6 - 131 809 - 125 880 - 115 560 - 110918 - 104 016




Leading EU27 Import & Export Countries

Merchandise trade - excluding intra-EU trade (2007)

EU Imports + Exports

EU Imports from

EU Exports to

Country

Rank Mio euro | % world | Rank Mio euro | % world | Rank Mio euro | % world
World 2661077 100,0 1423025 100,0 1238 052 100,0
USA 1 441731 16,6 2 180 621 12,7 1 261111 21,1
China 2 302 643 11,4 1 230 945 16,2 4 71698 5,8
Russia 3 232 339 8,7 3 143 314 10,1 3 89 025 7,2
Switzerland 4 169 410 6,4 5 76 736 5,4 2 92 675 7,5
Japan 5 121 560 4,6 4 77 867 5,5 6 43 693 3,5
South Korea 8 64 156 2,4 8 39 367 2,8 12 24 788 2,0
India 9 55 644 2,1 11 26 200 1,8 9 29 444 2,4
Singapore 15 38 959 15 16 18 362 1,3 18 20 597 1,7
Malaysia 24 29 307 11 18 17 938 1,3 25 11 369 0,9
Thailand 26 24 477 0,9 20 16 601 1,2 32 7876 0,6
Indonesia 32 18 165 0,7 23 12 745 0,9 37 5421 0,4
Vietham 39 11 390 0,4 34 7796 0,5 46 3594 0,3
Philippines 40 9512 0,4 40 5555 0,4 43 3957 0,3
ASEAN - 6 131 809 5,0 78 996 5,6 52 814 4,3




Leading EU27 Import & Export Countries
Services trade - excluding intra-EU trade (2007)

EU Imports + Exports EU Imports from EU Exports to
Country
0, [0) 0,
Rank Bln & Rank Bln & Rank Bln -
euro world euro world euro world

World* 899,7 100,0 406,0 100,0 493,7 100,0
USA 1 262,5 29,2 1 125,6 30,9 1 136,9 27,7
Japan 2 32,6 3,6 2 13,3 3,3 2 19,3 3,9
China 3 30,4 3,4 3 13,0 3,2 3 17,4 3,5




FDI Inflow/ Outflow and Inward and
Outward FDI Stock EU27 in Min Euros

2006 2005 2004

Country

FDI FDI Inward Outward FDI FDI Inward Outward FDI FDI Inward Outward

Inflow Outflow Bal Stock Stock Inflow Outflow Bal Stock Stock Inflow Outflow Bal Stock Stock
USA 75 624 71 970 -3654 953 716 934 309 67 289 31292 -35997 874 540 850 366 11522 15 496 3974 842 190 815 787
China 2198 6 000 3802 3 568 32714 -116 6 241 6357 1112 28 171 518 3 868 3350 1811 22 465
Russia -460 10 389 10849 12 659 52 249 2777 9 596 6819 12 315 33277 261 6013 5752 5762 21 615
Switzrland 16 714 20 889 4175 247 764 333 204 18 849 74 442 55593 240 110 310 806 16 588 -11 872 -28460 233 457 250 399
Japan 13 648 491 -13157 99 264 75 516 -4 622 11920 16542 82 701 90 161 8 156 5814 -2342 89 211 79 463
S. Korea 960 1277 317 7 581 29 174 1276 5 006 3730 6 143 28 873 1420 1953 533 5498 20 582
India 480 2 471 1991 3197 13 432 547 2 452 1905 2517 11 142 1562 1562 680 9074
Singapore 5 009 10 246 5237 40 041 54 317 -2 026 -188 1838 28 173 48 752 451 2 696 2245 17 711 45 847
Malaysia -244 1692 1936 2723 8 875 431 683 252 1729 7 961 13 1094 1081 1661 8 074
Thailand 10 1164 1154 153 9 245 32 162 130 114 8 665 15 316 301 189 7 964
Indonesia -495 -2 047 -1552 -3 309 9 501 400 4038 3638 -2 607 10 890 80 204 124 403 7 115
Philip’s -122 812 934 940 5941 154 171 17 1100 4 844 1841 446 -1395 1034 4288
ASEAN 3817 12 101 8284 41 137 89 763 -1 059 4754 5813 29 394 82 838 2 407 4726 2319 22 222 75 261




EU Member States and Chinese Provinces
GDPs per capita (2005 USS in PPP) i

Chinese Provinces Classification
EU27 and Asian Countries
and their GDP per cap Higher Estimate Lower Estimates WB WTO
GDP per cap [a] GDP per cap [b]
Luxemburg 70014
Ireland 38058
Netherlands 34724
Austria 34108
Denmark 33626
Belgium 32077 H|g h
Sweden 31995 Developed
UK 31580 I n CO m e
Countries
Germany 30 496 COU ntrles
Finland 30 469
France 29 644
Italy 27 750
Spain 27270
Greece 25520 Shanghai 25476
v
Cyprus 24473
Slovenia 23004 Beijing 22285 v
Malta 20410
Czech Rep. 20281
A
Portugal 20 006
Hungary 17 014 Tianjin 18 258
Estonia 16 654
Upper

Slovak Rep. 15881 Zhejiang 14 289
Lithuania 14 085 Guangdong 13478 Shanghai 13735 Mlddle
Poland 13573 Jiangsu 12 494

_ Income
Latvia 13218 Shandong 10 257 Beijing 12 015
Romania 9374 Liaoning 9461 Tianjin 9844 l
Bulgaria 9353 Fujian 9209




EU Member States and Chinese Provinces
GDPs per capita (2005 USS in PPP) ji

Nei Mongol 8 659 Zhejiang 7704

Hebei 7351 Guangdong 7267

Thailand 6 869 Heilongjiang 7020 Jiangsu 6736
Jilin 6 760 Shandong 5530

Xinjiang 6628 Liaoning 5101

Shanxi 6135 Fujian 4965

Hainan 5543 Nei Mongol 4669

Henan 5528 Hebei 3963

Hubei 5371 Heilongjiang 3785

Ningxia 5182 Jilin 3645

Qinghai 5125 Xinjiang 3574

Shaanxi 5100 Shanxi 3307

Hunan 4821 Hainan 2988

Chongqing 4812 Henan 2980

Jianxi 4647 Hubei 2896

Xizang 4562 Ningxia 2794

Sichuan 4267 Qinghai 2763

Guangxi 4233 Shaanxi 2749

Anhui 4097 Hunan 2599

Yunnan 3907 Chongqing 2595

Gansu 3744 Jianxi 2 505

Guizhou 2503 Xizang 2459

Sichuan 2300

Vietnam 2142 Guangxi 2282
Anhui 2209

Yunnan 2106

Cambodia 1453 Gansu 2018
Bangladesh 1268 Guizhou 1349




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

Annual Growth Rate Export-Import Trade with Intra EU
EU 27 (2000-2006) Ratio China Trade
Export Import @% 2006 2006 [a] 2005

Trade with China: EU Member States with export growth rates@ighe)han import growth rates

Latvia 133,0 34,4 T 04 10,5 11 16,2
Estonia 76,4 12,5 4,3 63,6 -11 -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 194 16,7 55,2 63,3 -0,7 4,3
Spain 20,7 19,6 13,4 141 -1,2 -3,6




Intra-EU Trade & China-EU Trade ii

Annual Growth Rate Export-Import Trade with Intra EU
EU 27 (2000-2006) Ratio China Trade
Export Import gg 2006 2006 [a] 2005

Trade with China: EU Member States with export growth rates@malleahan import growth rates

UK 12,3 12,6 &-)1v7,0 16,7 -1,3 -3,1
Italy 15,7 16,9 33,9 31,8 -0,9 -0,1
Denmark 13,6 15,6 29,7 26,6 -1,2 24
Belgium 13,9 16,8 334 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 51 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 30,7 244 -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




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

e IPR
 Services and investment liberalisation

* Chinese OFDI
« Norms and standards



