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November 14, 1999 
10:30 AM

China WTO Agreement 
April Comparison

In April, we were unable to conclude agreement because there remained a number of 
significant unresolved issues in our bilateral negotiations with China on its accession to 
the WTO. These included financial services, audio-visual services and important issues 
relating to rules governing dumped products and import surges from China (“protocol 
issues”). -
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Progress Since April

Import Surge Mechanism . ^ ^eement m April. China has^greed to a safeguar 1 ^
mechanism for X years followin^accession that can be used to address rapid ''
increases in imports from China. Permits us to take unilateral action solely against 
imports from China based upon a lower threshold of injury_and£ausAtioirthan under'
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domestic industries and workers to seek temporary import relief from imports from 
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Motion^ictures: In April, China made no commitments to import foreign films on a 
revenu^^aring basis. China hasiagreed to import on a revenu^^aring.^0 foreign 

films each year. KQiir

mmitments now clearlyinciudeInternet Acce^ China’s telecom services co^ntments now cleariy'inc 
internet services and internet telephony. T-he-Agreement confems that this rapidly 
growing market for internet services will be liberalized at the same rate as other key 
telecommunications services of interest to our f^v^e^ ?
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Satellites: China has clarified that it will permit provision of telecommunications 
services via satellite. Commitments were unclear in April.

• Auto Financing: Cliina made no commitments for non-bank financing of auto 
purchases in April, but has now agreed to permit [non-bank foreign financial service



November 14, 1999 
5:45 AM

China WTO Agreement 
April Comparison

In April, we were unable to conclude agreement because there remained a number of 
significant unresolved issues in our bilateral negotiations with China on its accession to 
the WTO. These included financial services, audio-visual services and important issues 
relating to rules governing dumped products and import surges from China (“protocol 
issues”).

In some of these areas we achieved clear gains, in other areas we responded to Chinese 
concerns but were able to find other ways to strengthen the commitment.

Progress Since April ^ j
• Import Surge MecHanisur No'^reement in April. China has agreed to a safeguard 

mechanism for X years following accession that can be used to address 4=a'pi'dt-> 
increases in imports from China. Pemiits us to take unilateral action solely against 
imports from China based upon a lower tlireshold of injury and causation than under 
our general import surge law. Section 201. Our existing safeguard law permits 
domestic industries and workers to seek temporary import relief from imports from 
all foreign sources, but not frpm a single foreign source. This special safeguard 
allows parties to seek import relief against Chinese imports alone.

t-ft. C.^ r.
• Antidumping: No4greement in April. The provision permfts us to ccmfrnue 

applica!iie» ofrour current non-market economy methodology in antidumping cases 
for X years. Key issue for a broad range of constituencies including steel, agriculture, 
and labor. \

• Motion Pictures: In April, China made no commitmentsTertmport foreign films on a
revenue sharing basis. China has agreed to import OH-«^evenue sharing basis 14 t,,L, ,C
frfruLj duiiiig the fust ytrai aflci accession, 17'in yeaiTtvir, 20 in ycui lluco? K i

A.- C4i4

• ///rmier/Access; China’s telecom services commitments now clearly include 
internet services and internet telephony. The Agreement confirms that this rapidly 
growing market for internet services will be liberalized at the same rate as other key 
telecommunications services of interest to our providers.

• Satellites: China has clarified that it will permit provision of telecommunications 
services via satellite. Commitments were unclear in April. .

Auto Financing: China made-no commitments for non banlt financing ofaute 
pufclrascs in Apftfrbut has now agreed to perniit/[non-bank foreign financial sej^ico



Under this agreement, foreign 
companies can now sell, distribute, finance, maintain and repair automobiles.

Securities. Affimied April tentative commitment that minority foreign-owned joint 
ventures can engage in fund management on the same terms as Chinese firms. As the 
scope of business expands for Chinese finns, foreign Joint ventures will enjoy the 
same expansion in scope of business. Minority joint ventures will also be allowed to 
underwrite domestic securities issuance and underwrite and trade in foreign currency 
denominated securities (debt and equity). ^

CC-s 4 —/k. <-'• s .
Capital Markets Dialogue'. Secretary^ Summcro and finance Minister Xiai^ recently 
announced a bilateral dialogue on financial and capital markets development. With 
the high priority placed on refomiing the state owned enterprise sector and expanding 
the availability of private sector finance, China and the United States will focus 
attention on deepening the securities and banking sectors, including the role of 
foreign financial services films in their markets.

Adjustments _ _

• [Auto Tariffs'. Lu-Apj^ PKlna hjid qgrppri tn rr^^nn niitn tnriffc tr. 9S% in 90Q-S, ■

China will new reduce automobile tariffs from the cuiTent 80-100% levels to 25% in ^ l/ ^ 
2006, but with tariff reduction frontloaded to expand market access beyond the April _
commitments in the near term. With China’s commitments to allow auto repair and ^ 

maintenance, foreign companies can now sell, distribute, finance, maintain and repair 
automobiles.] ;?Z,

O'")

[Auto Parts'. China will.Fcducc-atrto-part tariffs'^jrto an average of 10% by July, 
200^] N. p / / ,/ A._
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I * In April China agreed to phase out geographic restrictions on paging and

value added services in 4 years. China has now agreed to phase out such restrictions 
in 2 years. In investment, in April, China agreed to allow 35% foreign ownership for 
value added and paging services two years after accession,^ Now they have agreed to 
allow a ^^0 foreign ownership.^wfttToperatidnal and management coiTtTol. Within 

one year following accession.y j.

• [Insurance: China will allow [50%] foreign equity share with management control
rather than the 51 % equity share. China also now exclqdca brokerage.]

------------------------ ----------------^

• [Distribution of Software Entertainment, Video and Sound Recordings - In April,
China only allowed joint ventures.) China will now permit foreign majority, 
ownership in 3 years.] yyi

Held Harmless (FYI for Background)
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• Auto Repair and Maintenance Services: Foreign investors will be able to establish 
independent establishments and service all autos. Currently, companies can only 
service what they manufacture.

• Banking (this is the same as April - gain is auto finance): Currently foreign banks 
are not permitted to do local currency business with Chinese clients (a few can 
engage in local currency business with their foreign clients). China imposes severe 
geographic restrictions on the establishment of foreign banks.

• China has committed to full market access in five years for U.S. banks.
• Foreign banks will be able to conduct local currency business with Chinese 

enterprises starting 2 years after accession.
,• Foreign banks will be able to conduct local currency business with Chinese 

individuals from 5 years after accession.
• Foreign banks will have the same rights (national treatment) as Chinese banks 

within designated geographic areas.
• Both geographic and customer restrictions will be removed in five years.



November 14, 1999 
10:30 AM

China WTO Agreement 
April Comparison

In April, we were unable to conclude agreement because there remained a number of 
significant unresolved issues in our bilateral negotiations with China on its accession to 
the WTO. These included financial services, audio-visual services and important issues 
relating to rules governing dumped products and import surges from China (“protocol 
issues”).

In some of these areas we achieved clear gains, in other areas we responded to Chinese 
concerns but were able to find other ways to strengthen the commitment.

Progress Since April

• Import Surge Mechanism. No final agreement in April. China has agreed to a 
safeguard mechanism for 12 years following accession that can be used to address 
increases in imports from China. Permits us to take unilateral action solely against 
imports from China based upon a lower threshold of injury and causation than under 
our general import surge law, Section 201. Our existing safeguard law permits 
domestic industries and workers to seek temporary import relief from imports from 
all foreign sources, but not from a single foreign source. This special safeguard 
allows parties to seek import relief against Chinese imports alone.

• Antidumping-. No final agreement in April. The provision ensures that we can 
continue to apply our current our current non-market economy methodology in 
antidumping cases to China for X years without the risk of a legal challenge . Key 
issue for a broad range of constituencies including steel, agriculture, and labor.

• Motion Pictures: In April, China made no commitments to import foreign films on a 
l evenue sharing basis. China has agreed to import 20 films on a revenue sharing 
basis in each of the three years after China's accession.

• Internet Access: China’s telecom services commitments now clearly include 
internet services and internet telephony. The Agreement confirms that this rapidly 
growing market for internet services will be liberalized at the same rate as other key 
telecommunications services of interest to our providers.

• Satellites: China has clarified that it will permit provision of telecommunications 
services via satellite. Commitments were unclear in April.

• Auto Financing: China has now made commitments we sought in April to non-bank 
foreign financial institutions to provide auto financing upon accession. Under this



agreement, foreign companies can now sell, distribute, finance, maintain and repair 
automobiles.

• Securities. Affirmed April tentative commitment that minority foreign-owned joint 
ventures can engage in fund management on the same terms as Chinese firms. As the 
scope of business expands for Chinese firms, foreign joint ventures will enjoy the 
same expansion in scope of business. Minority joint ventures will also be allowed to 
underwrite domestic securities issues and underwrite and trade in foreign currency 
denominated securities (debt and equity).

• Capital Markets Dialogue: China and the U.S. recently announced a bilateral 
dialogue on financial and capital markets development. With the high priority placed 
on reforming the state owned enterprise sector and expanding the availability of 
private sector finance, China and the United States will focus attention on deepening 
the securities and banking sectors, including the role of foreign financial services 
firms in their markets.

Adjustments

• Aulo Tariffs: China and the United States agreed to accelerated tariff reduction in 
exchange for a slightly longer phase in period. The effect of this agreement is that 
China will now reduce automobile tariffs from the current 80-100% levels to 25% in 
2006, but with tariff reduction frontloaded to expand market access beyond the April 
commitments in the near term. With China’s commitments to allow auto repair and 
maintenance, foreign companies can now sell, distribute, finance, maintain and repair 
automobiles.

• Auto Parts: China will reduce auto parts tariffs to an average of 10% by July, 2006 on 
a front-loaded basis..

• Telecom: In April China agreed to phase out geographic restrictions on paging and 
value added services in 4 years. China has now agreed to phase out such restrictions 
in 2 years. In investment, in April, China agreed to allow 35% foreign ownership for 
value added and paging services two years after accession. They will allow a 49% 
foreign ownership with operational and management control wthin one year 
following accession.

• Insurance: China will allow [50%] foreign equity share with management control 
rather than the 51 % equity share. China now permits reinsurance and agreed to 
broader geographic coverage than in April.

[Distribution of Software Entertainment, Video and Sound Recordings - In April, 
China only allowed joint ventures. China will now permit foreign majority 
ownership in 3 years.]



Held Harmless (FYI for Background)

• Auto Repair and Maintenance Services: Foreign investors will be able to establish 
independent establishments and service all autos. Currently, companies can only 
service what they manufacture.

• Banking (this is the same as April - gain is auto finance): Currently foreign banks 
are not permitted to do local currency business with Chinese clients (a few can 
engage in local currency business with their foreign clients). China imposes severe 
geographic restrictions on the establishment of foreign banks.

• China has committed to full market access in five years for U.S. banks.
• Foreign banks will be able to conduct local currency business with Chinese 

enterprises starting 2 years after accession.
• Foreign banks will be able to conduct local currency business with Chinese 

individuals from 5 years after accession.
• Foreign banks will have the same rights (national treatment) as Chinese banks 

within designated geographic areas.
• Both geographic and customer restrictions will be removed in five years.



November 14, 1999 
10:30 AM

China WTO Agreement 
April Comparison

In April, we were unable to conclude agreement because there remained a number of 
significant unresolved issues in our bilateral negotiations with China on its accession to 
the WTO. These included financial services, audio-visual services and important issues 
relating to rules governing dumped products and import surges from China (“protocol 
issues”).

In some of these areas we achieved clear gains, in other areas we responded to Chinese 
concerns but were able to find other ways to strengthen the commitment.

Progress Since April

• Import Surge Mechanism-. No final agreement in April. China has agreed to a 
safeguard mechanism for 12 years following accession that can be used to address 
increases in imports from China. Permits us to take unilateral action solely against 
imports from China based upon a lower threshold of injury and causation than under 
our general import surge law. Section 201. Our existing safeguard law permits 
domestic industries and workers to seek temporary import relief from imports from 
all foreign sources, but not from a single foreign source. This special safeguard 
allows parties to seek import relief against Chinese imports alone.

• Antidumping-. No final agreement in April. The provision ensures that we can 
continue to apply our current our current non-market economy methodology in 
antidumping cases to China for X years without the risk of a legal challenge . Key 
issue for a broad range of constituencies including steel, agriculture, and labor.

• Motion Pictures: In April, China made no commitments to import foreign films on a 
revenue sharing basis. China has agreed to import 20 films on a revenue sharing 
basis in each of the three years after China's accession.

• Internet Access: China’s telecom services commitments now clearly include 
internet services and internet telephony. The Agreement confirms that this rapidly 
growing market for internet services will be liberalized at the same rate as other key 
telecommunications services of interest to our providers.

• Satellites: China has clarified that it will permit provision of telecommunications 
services via satellite. Commitments were unclear in April.

• Auto Financing: China has now made commitments we sought in April to non-bank 
foreign financial institutions to provide auto financing upon accession. Under this



agreement, foreign eompanies can now sell, distribute, finance, maintain and repair 
automobiles.

• Securities. Affirmed April tentative commitment that minority foreign-owned joint 
ventures can engage in fund management on the same terms as Chinese firms. As the 
scope of business expands for Chinese firms, foreign joint ventures will enjoy the 
same expansion in scope of business. Minority joint ventures will also be allowed to 
underwrite domestic securities issues and underwrite and trade in foreign currency 
denominated securities (debt and equity).

• Capital Markets Dialogue. China and the U.S. recently announced a bilateral 
dialogue on financial and capital markets development. With the high priority placed 
on reforming the state owned enterprise sector and expanding the availability of 
private sector finance, China and the United States will focus attention on deepening 
the securities and banking sectors, including the role of foreign financial services 
firms in their markets.

Adjustments

• Auto Tariffs'. China and the United States agreed to accelerated tariff reduction in 
exchange for a slightly longer phase in period. The effect of this agreement is that 
China will now reduce automobile tariffs from the current 80-100% levels to 25% in 
2006, but with tariff reduction frontloaded to expand market access beyond the April 
commitments in the near term. With China’s commitments to allow auto repair and 
maintenance, foreign companies can now sell, distribute, finance, maintain and repair 
automobiles.

• Aulo Parts'. China will reduce auto parts tariffs to an average of 10% by July, 2006 on 
a front-loaded basis..

• Telecom'. In April China agreed to phase out geographic restrictions on paging and 
value added services in 4 years. China has now agreed to phase out such restrictions 
in 2 years. In investment, in April, China agreed to allow 35% foreign ownership for 
value added and paging services two years after accession. They will allow a 49% 
foreign ownership with operational and management control vv1:hin one year 
following accession.

• In.surance: China will allow [50%] foreign equity share with management control 
l ather than the 51% equity share. China now permits reinsurance and agreed to 
broader geographic coverage than in April.

[Distrihulion of Software Entertainment, Video and Sound Recordings - In April, 
China only allowed joint ventures. China will now permit foreign majority 
ownership in 3 years.]



Held Harmless (FYI for Background)

• Auto Repair and Maintenance Services: Foreign investors will be able to establish 
independent establishments and service all autos. Currently, companies can only 
service what they manufacture.

• Banking (this is the same as April - gain is auto finance)’. Currently foreign banks 
are not permitted to do local currency business with Chinese clients (a few can 
engage in local currency business with their foreign clients). China imposes severe 
geographic restrictions on the establishment of foreign banks.

China has committed to full market access in five years for U.S. banks. 
Foreign banks will be able to conduct local currency business with Chinese 
enterprises starting 2 years after accession.
Foreign banks will be able to conduct local currency business with Chinese 
individuals from 5 years after accession.
Foreign banks will have the same rights (national treatment) as Chinese banks 
within designated geographic areas.
Both geographic and customer restrictions will be removed in five years.



DRAFT

Statement by the President 
U.S.-China Bilateral WTO Accession Agreement

I am very pleased that the United States and the People’s Republic of China have concluded a strong 
bilateral WTO Accession Agreement that constitutes a major step toward bringing China into the World 
Trade Organization.

This agreement is good for America, good for China and good for the world economy The agreement will 
create unprecedented opportunities for American farmers, workers and companies to compete successfully 
in China’s enormous market. The agreement reached today will bolster China’s economic reforms and 
support the mle of law. . President Jiang Zemin and Premier Zhu Rongji have shown genuine leadership 
in committing China to open its markets and abide by global rules of fair trade. China’s commitments also 
will strengthen the WTO and the global consensus for an open, rule-based international economy.

. Tt’n inbTiiiii llit^i" is more than just an ordinary trade agreement. Tty putting nnr Viinhly rr.mplpmpnt^i^/ 
eeeBomiea on a foundation nf-fairness atyl international rulesT-’ivennot only will enhance our oconomk 
ceepci'atiott%vrt also create a standard for our cooperation on the many other areas where we must 
cooperate, such as nonproliferation, regional security, environmental protection, and human rights. As a 
result, the overall relationship between our countries is bound to be strengthened.

On the basis of this excellent agreement, I will work hard with other countries to gain China's entry into the 
World Trade Organization and mobilize my Administration to undertake an all-out effort to work with 
Congress to secure peimanent Nonnal Trade Relations for China.
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DRAFT

Statement by the President 
. U.S.-China Bilateral WTO Accession Agreement

I am very pleased that the United States and the People’s Republic of China have concluded a strong 
bilateral WTO Accession Agreement that constitutes a major step toward bringing China into the World 
Trade Organization.

This agreement is good for America, good for China and good for the world economy The agreement will 
create unprecedented opportunities for American farmers, workers and companies to compete successfully 
in China’s enormous market. The agreement reached today will bolster China’s economic reforms and 
support the rule of law. . President Jiang Zemin and Premier Zhu Rongji have shown genuine leadership 
in committing China to open its markets and abide by global rules of fair trade. China’s commitments also 
will strengthen the WTO and the global consensus for an open, rule-based international economy.

It’s obvious that this is more than Just an ordinary trade agreement. By putting our highly complementary 
economies on a foundation of fairness pd international rules, we not only will enhance our economic 
cooperation but also ore^SSImdjwMjr owcooperatio^n the many other areas where we m««t v^ov 
cooperate, such as nonproliferation, regional security, environmental protection^iddiuman rightc. As a 
result, the overall relationship between our countries is bound to be strengthenecU

I
On the basis of this excellent agreement, 1 will work hard with other countries to gain China's entry into the 
World Trade Organization and mobilize my Administration to undertake an all-out effort to work with 
Congress to secure permanent Nomial Trade Relations for China.





China's WTO Accession -- Market Opening Commitments

SECTOR PRE-WTO BARRIERS WTO BENEFITS

Agriculture 22.1% overall tariff; 31% priority tariff Average tariff cut to 17%; Overall average tariff cut to 
14.5% in U.S. priority sectors

Beef 45% 12%

Pork 20% 12%

Poultry 20% 10%

Citrus 40% 12%

Grapes 40% 13%

Apples, Pears, Cherries and Peaches 30% 10%

Almonds 30% 10%

Wine and Liquor (Except Gin and Geneva) 65% 20%

Frozen French Fries 25% 15%

Frozen Hash Browns 25% 13%

Ginseng 40% 10%

Yellow Grease 40% 10%

Barley Malt 30% 10%

Cheese 50% 12%

Ice Cream 45% 19%

Tariff Cuts in Priority 
Areas Information Technology 13.3% to 0%

Wood 12-18% 5 - 7.5%

Paper 15-25% 5 - 7.5%

Fish 20% to 10% on products of importance to United States
Distilled Spirits 61% to 10%
Chemicals; up to 35% Between 5.5% and 6.5% for 70% of chemicals

Import Quotas Restrictive quotas for automobiles, fertilizer, medical 
equipment, textile machinery, and a wide range of 
other products

China will eliminate existing quotas for top U.S. 
priorities such as fertilizer and fiber optic cable. The 
remainder will be phased-out by 2002 or 2005

Trading Rights China strictly limited the number and kinds of 
companies allowed to conduct import and export 
business

China will progressively phase-in the right to import 
and export products throughout the country so that at 
the end of three years, all Chinese and foreign firms 
and foreign individuals will be able to do this

Distribution Rights Distribution rights for products made in China only Distribution rights in all sectors within five years

No right to own or manage distribution networks
Permit 100% foreign ownership for most within 2-3 
years, maximum 5 years

Grandfathering China has allowed the establishment of foreign 
ventures with the approval of local authorities, but 
without action by the central government, thus 
jeopardizing the companies' continued operation

China will grandfather all existing current market 
access and activities in all service sectors



Telecom Sales of telecom services restricted Phase-out of geographic restrictions for paging and 
value-added services within 2 years

Investment in telecom services restricted

Phase-out of geographic restrictions on mobile/cellular 
services within 5 years

Phase-out of geographic restrictions on domestic 
wireline services within 6 years

Minority foreign ownership allowed for value-added 
and paging services within one year of accession

The internet services market will be liberalized at the 
same pace as other key telecommunications services
China will permit provision of telecommunications 
services via satellite

Automobiles Foreign entities will have right to sell, distribute, 
finance, maintain and repair automobiles

Auto Tariffs Range from 80%-100% Front loaded tariff cuts to 25% by 2006

Auto Financing Only Chinese banks permitted to offer consumer auto 
financing China will permit non-bank foreign financial service 

institutions to provide auto financing upon accession

Auto Repair and 
Maintenance

Services
Currently, companies can only service what they 
manufacture

Foreign investors will be able to establish 
independent establishements and service all autos

•
Banking Foreign Banks not permitted to conduct local currency 

business with Chinese clients
Market access and national treatment for U.S. banks 
in five years

Foreign banks will be able to conduct local currency 
business with Chinese enterprises starting two years 
after accession

Foreign banks will beable to conduct local currency 
business with Chinese individuals from 5 years after 
accession

Both geographic and customer restrictions will be 
removed in 5 years

Securities Only one minority foreign-owned joint venture has 
limited operations as an investment bank

Minority foreign-owned joint ventures can engage in 
fund management on the same terms as Chinese 
firms

Minority foreign-owned joint ventures will be allowed to 
underwrite domestic securities issues and underwrite 
and trade in foreign currency denominated securities 
(debt and equity)

Insurance Foreign companies limited in number and restricted to 
Shanghai and Guangzhou China will eliminate all geographic restrictions within 

five years, and open up Beijing upon accession
All qualified insurers will be issued licenses

China will allow reinsurance and insurance of large 
scale commercial risk



China will allow 50% foreign equity share with 
management control

Audio Visual Distribution of sound recordings, videos, movies, 
books, and magazines restricted

China will allow 49% foreign participation for the 
distribution of video and sound recordings

No commitments on number of revenue-sharing films 
imported

China agreed to import on a revenue sharing basis 20 
films per year for three years

China will allow majority foreign ownership in 3 years 
for construction, renovation, ownership and operation 
of cinemas

Travel & Tourism Foreign firms subject to geographic limitations and 
cannot establish travel agencies

China will allow full market access to the Chinese 
market for certain hotel operators within 3 years
Foreign travel operators can provide full range of trave 
agency services

Protocol
Commitments

Establishes rules and principles for China's trade 
regime

Antidumping Permits the United States tp continue to apply special 
rules on unfair trade practices

Import Surge Mechanism (Product Specific 
Safeguard) Ensures that U.S. domestic firms will have stronger 

protection against rapid increases in iimports
Investment and Technology Transfer

Ensures fair treatment for U.S. exports and U.S. 
investors, including the right to import U.S.-made parts 
into China, elimination of local content requirements, 
and elimination of or non-enforcement of contracts 
imposing trade and foreign exchange balancing 
requirements, offsets, and performance requirements

State-Owned and State-Invested Enterprises China will ensure that state-owned and state invested 
enterprises will make purchases solely on commercial 
considerations and provide U.S. firms with the 
opportunity to compete on nondiscriminatory terms 
and conditions; clarifies their status under the 
subsidies agreement

Tariff Rate Quotas
Wheat, corn, rice, cotton, barley and vegetable oil 
were subject to state trading and restrictive quotas
Soy Oil Elimination of state trading, 9 percent duty
Wheat: 7.3 million metric tons 9.6 million metric tons, 10 percent private share
Corn: 4.5 million metric tons 7.2 million metric tons, 25% - 40% private share
Short and Medium Grained Rice: 1.3 million metric
tons 2.6 million metric tons, 50% private share
Long Grained Rice: 1.3 million metric tons 2.6 million metric tons, 10% private share
Cotton: 743,000 million metric tons 894,000 million metric tons, 67% private share
Barley: Elimination of state trading, 9 percent duty
Minor Vegetable Oils: No Tariff Rate Quota, 10% duty only

Elimination of Export Subsidies



suppliers] to/provide auto financing upon accession
companies-cijm now^sell, distribute, finance, maintain and repair automobiles.

der this agreem^t, foreign 'J

yysrffjfo f r< ^41''''^

• Securities. Affirmed tentative commitmen^Eat minority foreign-owned joint 
 ventures can engage in fund management on the same terms as Chinese firms. As the

^ scope of business expands for Chinese firms, foreign joint ventures will enjoy the
same expansion in oeepcja£tms»iegs. Minority joint ventures will also be allowed to 
underwrite domestic securities issues and underwrite and trade in foreign curreno^y^ 
denominated securities (debt and equity). ^—

UiUle U wro
• Capital Markets Z)ifl/o^«e:^ecretary Summers and Finance Minister Xiang recently y 

announced a bilateral dialog^ on financial a^capital markets development. With / j 
the high priority placed on reforming the stalp^ned enterprise sector and expanding \ 
the availability of private sector finance, China and the United States will focus )

‘°’^attentioiToiKtecpefti«g the securities and banking sectors, including the role of
£ foreign financial services firms markeU

Adjustments

7W.J
IVaS

[Auto Tariffs: In Af5ril, China had agrded to reduce its auto tariffs to 25% in 2005. 
China will nov^duce automobjldtariffs from the current 80-100% levels to 25% in 

2006, but wiWtariff reductioivTOntloadod te-expaed-market access beyeftd4he=April. 
rogmrrfffnepfTin the near term. With China’s commitments to allow auto repair and 
maintenance, foreign-^ompanie^'^i'now^sell, distribute, finance, maintain and repair 

automobiles. ] W

' I / r”^ [Auto Parts: China will reduce auto part tariffs ^to an average of 10% by July,
Uy^ / 2006.] n^\f'

' Of
• /Telecom: In April Chinafagreed to phase out geographic restrictions on paging and 

value added services I years. China has now agreed to phase out such restrictions
0 (/H ^ 2 years. In wwestmen^p April, China agreed to allow 35% foreign ownership for 

value added and paging services two years after accession. Now they have agreed to 
allow a 49% foreign ownership with operational and management control. Within 
one year following accession./

' 1 ' r [If^surance: China will allow [50%] foreign equity share with manage^nt control 
«■ rather than the 51% equity share. China also now excludes(^rokera^^^^i—

• [Distribution of Software Entertainment, Video and Sound Recordings - In April, 
China only allowed joint ventures. China will now permit foreign majority 
ownership in 3 years.]

Held Harmless (FYI for Background)



Auto Repair and Maintenance Services: Foreign investors will be able to establish
independent establishments and service all autos. Currently, companies can only
service what they manufacture. . , , ±f/'

IaJc tic w
Banking (this is the same as April - gain is auto finance): ^urrently foreign banks 
are not permitted to do local currency business with Chinesemients (a few can ^
engage in local currency business with their foreign clients). China imposes severe / ^ )•
geographic restrictions on the establishment of foreign banks.

V';

• China has committed to full market access in five years for U.S. banks.
• Foreign banks will be able to conduct local currency business with Chinese 

enterprises starting 2 years after accession.
• Foreign banks will be able to conduct local currency business with Chinese 

individuals from 5 years after accession.
• Foreign banks will have the same rights (national treatment) as Chinese banks 

within designated geographic areas.
• Both geographic and customer restrictions will be removed in five years.



November 14, 1999

China's WTO Accession -- Key Market Opening Commitments"^

SECTOR ^PRE-WTO BARRIERS WTO BENEFITS

Agriculture 22.1% overall tariff; 31% priority tariff Average tariff cut to 17%; Overall average tariff cut to 
14.5% in U.S. priority sectors

Beef 45% 12%

Pork 20% 12%

Poultry 20% 10%

Citrus 40% 12%

Grapes 40% 13%

Apples, Pears, Cherries and Peaches 30% 10%

Almonds 30% 10%

Wine and Liquor (Except Gin and Geneva) 65% 20%

Frozen French Fries 25% 15%

Frozen Hash Browns 25% 13%

Ginseng 40% 10%

Yellow Grease 40% 10%

Barley Malt 30% 10%

Cheese 50% 12%
Ice Cream 45% 19%

Tariff Cuts in Priority 
Areas Information Technology 13.3% to 0%

Wood 12-18% 5 - 7.5%
Paper 15-25% 5 - 7.5%

Fish 20% to 10% on products of importance to United States
Distilled Spirits 61% to 10%
Chemicals: up to 35% Between 5.5% and 6.5% for 70% of chemicals

Import Quotas Restrictive quotas for automobiles, fertilizer, medical 
equipment, textile machinery, and a wide range of . 
other products

China will eliminate existing quotas for top U.S. 
priorities such as fertilizer and fiber optic cable. The 
remainder will be phased-out by 2002 or 2005

Trading Rights China strictly limited the number and kinds of 
companies allowed to conduct import and export 
business •

China will progressively phase-in the right to import 
and export products throughout the country so that at 
the end of three years, all Chinese and foreign firms 
and foreign individuals will be able to do this

Distribution Rights Distribution rights for products made in China only
t

Distribution rights in all sectors within five years

No right to own or manage distribution networks
Permit 100% foreign ownership for most within 2-3 
years, maximum 5 years



Grandfathering China has allowed the establishment of foreign 
ventures with the approval of looal authorities, but 
without action by the central government, thus 
jeopardizing the companies' continued operation

China will grandfather all existing current market 
access and activities in all service sectors

Telecom Sales of telecom services restricted Phase-out of geographic restrictions for paging and 
value-added services within 2 years

Investment in telecom sen/ices restricted

Phase-out of geographic restrictions on 
mobile/cellular services within 5 years
Phase-out of geographic restrictions on domestic 
wireline services within 6 years

X% foreign ownership allowed for value-added and 
paging services within one year of acoession

The internet services market will be liberalized at the 
same pace as other key teleoommunioations services
China will permit provision of telecommunications 
servioes via satellite

Automobiles Foreign entities will have right to sell, distribute, 
finanoe, maintain and repair automobiles

Auto Tariffs Range from 80%-100% Front loaded tariff cuts to 25% by 2006

Auto Financing Only Chinese banks permitted to offer consumer auto 
financing China will permit non-bank foreign financial service 

institutions to provide auto financing upon accession

Auto Repair and 
Maintenance

Services
Currently, companies oan only service what they 
manufacture

Foreign investors will be able to establish 
independent establishements and service all autos

Banking Foreign Banks not permitted to conduot local currency 
business with Chinese clients

Market access and national treatment for U.S. banks 
in five years

Foreign banks will be able to conduct local currency 
business with Chinese enterprises starting two years 
after accession

Foreign banks will beable to conduct local currency 
business with Chinese individuals from 5 years after 
accession

Both geographic and customer restrictions will be 
removed in 5 years

Securities Only one minority foreign-owned joint venture has 
limited operations as an investment bank

Minority foreign-owned joint ventures can engage in 
fund management on the same terms as Chinese 
firms

Minority foreign-owned joint ventures will be allowed to 
underwrite domestic securities issues and underwrite 
and trade in foreign currency denominated seourities 
(debt and equity)



Insurance Foreign companies limited in number and restricted to 
Shanghai and Guangzhou China wiil eiiminate all geographic restrictions within 

three years, and open up Beijing upon accession

All qualified insurers will be issued licenses
China wiil allow reinsurance and insurance of large 
scale commercial risk

China will allow 50% foreign equity share with 
management control

Audio Visual Distribution of sound recordings, videos, movies, 
books, and magazines restricted

China will allow 49% foreign participation for the 
distribution of video and sound recordings

No commitments on number of revenue-sharing films 
imported

China agreed to import on a revenue sharing basis 20 
films per year for three years
China will allow majority foreign ownership in 3 years 
for construction, renovation, ownership and operation 
of cinemas

Travel & Tourism Foreign firms subject to geographic limitations and 
cannot establish travel agencies

China will allow full market access to the Chinese 
market for certain hotel operators within 3 years
Foreign travel operators can provide full range of trave 
agency services

Protocol
Commitments

Establishes rules and principles for China's trade 
regime

Antidumping

Permits the United States to’continue to apply its 
current non-market methodology in antidumping cases 
to China for X years without risk of a legal challenge

Import Surge Mechanism (Product Specific 
Safeguard) Ensures that U.S. domestic firms will have stronger 

protection against rapid increases in iimports
Investment and Technology Transfer

Ensures fair treatment for U.S. exports and U.S. 
investors, including the right to import U.S.-made parts 
into China, elimination of iocal content requirements, 
and elimination of or non-enforcement of contracts 
imposing trade and foreign exchange balancing 
requirements, offsets, and performance requirements

State-Owned and State-Invested Enterprises China will ensure that state-owned and state invested 
enterprises will make purchases solely on commercial 
considerations and provide U.S. firms with the 
opportunity to compete on nondisoriminatory terms 
and conditions; clarifies their status under the 
subsidies agreement

Tariff Rate Quotas
Wheat, com, rice, cotton, barley and vegetable oil 
were subject to state trading and restrictive quotas
Soy Oil Elimination of state trading, 9 percent duty
Wheat; 7.3 million metric tons 9.6 million metric tons, 10 percent private share
Corn: 4,5 million metric tons 7.2 million metric tons, 25% - 40% private share



Short and Medium Grained Rice: 1.3 million metric 
tons 2.6 million metric tons, 50% private share
Long Grained Rice: 1.3 million metric tons 2.6 million metric tons, 10% private share
Cotton: 743,000 million metric tons 894,000 million metric tons, 67% private share
Barley; Elimination of state trading, 9 percent duty
Minor Vegetable Oils; No Tariff Rate Quota, 10% duty only

Elimination of Export Subsidies

■ This is not a comprehensive list of points negotiated under the U.S. - China bilateral accession agreement



China's WTO Accession -- Market Opening Commitments

I SECTOR I PRE-WTO BARRIERS WTO BENEFITS

Agriculture 22:1% overall tariff; 31% priority tariff Average tariff cut to 17%; Overall average tariff cut to 
14.5%

Beef 46% 12%

Pork 20% 12%

Poultry 20% 10%

Citrus 40% 12%

Grapes 40% 13%

Apples, Pears, Cherries and Peaches 30% 10%

Almonds 30% 10%

Wine and Liquor (Except Gin and Geneva) 65% 20%

Frozen French Fries 25% 15%

Frozen Hash Browns 25% 13%

Ginseng 40% 10%

Yellow Grease 40% 10%

Barley Malt 30% 10%

Cheese 50% 12%

Ice Cream 45% 19%

Tariff Rate Quotas
Wheat, corn, rice, cotton, barley and vegetable oil 
were subject to state trading and restrictive quotas
Soy Oil
Wheat: 7.3 million metric tons
Corn: 4.5 million metric tons

Short and Medium Grained Rice: 1.3 million metric
tons

Long Grained Rice: 1.3 million metric tons 
Cotton: 743,000 million metric tons
Barley:

Minor Vegetable Oils:

Elimination of state trading, 9 percent duty

9.6 million metric tons, 10 percent private share 
7.2 million metric tons, 25% - 40% private share

2.6 million metric tons, 50% private share 
2.6 million metric tons, 10% private share 
894,000 million metric tons, 67% private share 
Elimination of state trading, 9 percent duty

No Tariff Rate Quota, 10% duty only 
Elimination of Export Subsidies

I High Technology Information Technology 13.3% 0%l

Import Quotas Restrictive quotas for automobiles, medical 
equipment, textile machinery and a wide range of 
other products. .

China will eliminate existing quotas for top U.S. 
priorities such as fertilizer. The remainder will be 
phased-out by 2005

Grandfathering China has allowed the establishment of foreign 
ventures with the approval of local authorities, but 
without action by the central government, thus 
jeopardizing the companies' continued operation

China will grandfather all existing current market 
access and activities in all service sectors



China's WTO Accession -- Market 
Opening Commitments

SECTOR PRE-WTO BARRIERS WTO BENEFITS

Agriculture
Average tariff cut to 17%, for US priority products 
average tariff cut to 14.5%

Examples:

Pork

Poultry
Citrus
Grapes

Apples
Almonds

Wine

(. V,

20%

20%

40%
40%

30%
30%

65%

12%

10%

12%

13%

10%

10%

20%

Cheese

Ice Cream

IT Products 13.3%

50%
^ 45%

ariff

12%

19%

0% tariff

Automobiles 100%ta iff Front loaded tariff cuts to 25% t^xxx)j)

\

Import Quotas

Restrictiv^uotas for automobiles, textiles, medical 
equipment,\extile machinery and a vride range of 
other product^.

China will eliminate existing quotas for top U.S. 
priorities such as fertlizer. The remainder will be 
phased-out by 2005

\

Grandfathering

China .has alloWedJnfi establishn^t of foreign 
ventures where,^ditlirient is jwardized because it is 
inconsISterrt^h centraTgevdfnment regulations

China will grandfather all existing current market 
access and activities in all service sectors

Trading Rights

China prohibits foreign-owned companies from 
importing products and prohibits individuals from 
importing or exporting to China, unless approved by 
the government

China will progressively phase-injtrading rights over 
three years.

Distribution Rights 1 Distribution rights for products made in China only. Distribution Rights in all sectors within five years

No right to own or manage distribution networks Permit 100% foreign ownership within 3-4 years

Telecom Sales of telecom services restricted
Phase-out of geographic restrictions for paging, value 
added and closed user groups

Investment in telecom services restricted within 4 years

Phase-out of geographic restrictions on mobile/cellular 
services within 5 years

Phase-out of geographic restrictions on domestic 
wireline services within 6 years



49% foreign ownership allowed for value added and 
paging services with operational management control 
within one year of accession

Auto Financing
Only Chinese banks permitted to offer consumer auto 
financing

China will permit non-bank foreign financial service 
providers to provide auto financing upon accession

Auto Distribution
-Fxireign enlities will have right to sell, --------------------- -
finance, maintain and repair automobiles ^ C.

___ iQ

Securities
Only one minority foreign-owned joint venture has 
limited operations as an investment bank

China will permit minority foreign-owned joint ventures 
to engage in fund management on the same terms as 
Chinese firms

Banking
Foreign Banks not permitted to conduct local currency 
business with Chinese clients

Full market access (national tre^ifnent) for U.S. banks 
in five years

/

Insurance
Foreign cofnpanies ari limited in number and 
restricted to Shanghai and Guangzhou

China will eliminate all geographic restrictions within 
five years

All qualified Insurers will be Issued liscenses

China will allow 50% foreign equity share with 
management control

Audio Visual
Distribution of sound recordings, videos, movies, 
books and magazines restricted

China will allow 49% foreign participation for the 
distribution of video and sound recordings

China agreed to import on a revenue sharing basis 15 
films during the first year after accession, 17 films In 
year two and 20 films In year three

4-^

China will al(fow majority ownership in 3 years for 
construction, renovation, ownership and operation of 
cinemas

Travel & Tourism
Foreign firms subject to geographic limitations and 
cannot establish travel agencies

China will allow full market access to the Chinese 
market for certain hotel operators within 3 years

'
Foreign travel operators can provide full range of travel 
agency services



49% foreign ownership allowed for value added and 
paging services with operational management control 
within one year of accession

Auto Financing
Only Chinese banks permitted to offer consumer auto 
financing

China will perrriit non-bank foreign financial service 
providers to provide auto financing upon accession

Auto Distribution
, (

•foreign eritities will have right to sell, distrlKlte>,^^^ 
finance, maintain and repair automobiles C

K . TayUf> .

Securities
Only one minority foreign-owned joint venture has 
limited operations as an investment bank

China will permit minority foreign-owned joint ventures 
to engage in fund management on the same terms as 
Chinese firms

Banking
Foreign Banks not permitted to conduct local currency 
business with Chinese clients

Full market access (national tre^frfnent) for U.S. banks 
in five years

X
Insurance

Foreign companies are limited in number and 
restricted to Shanghai and Guangzhou

China will eliminate all geographic restrictions within 
five years

All qualified insurers will be issued liscenses

China will allow 50% foreign equity share with 
management control

Audio Visual
Distribution of sound recordings, videos, movies, 
books and magazines restricted

China will allow 49% foreign participation for the 
distribution of video and sound recordings

China agreed to import on a revenue sharing basis 15 
films during the first year after accession, 17 films in 
year two and 20 films in year three

China will al|fow majority ownership in 3 years for 
construction, renovation, ownership and operation of 
cinemas

1

Travel & Tourism
Foreign firms subject to geographic limitations and 
cannot establish travel agencies

China will allow full market access to the Chinese 
market for certain hotel operators within 3 years

Foreign travel operators can provide full range of travel 
agency services



Import Surge 
Mechanism

Ensures that U.S. domestic firms will have strong 
protection against unprecendented surges of imports.

Investment and 
Technology Transfer

Ensures fair treatment for U.S. businesses operating ir 
China, including the right to import U.S.-made parts, 
elimination of local content requirements, elimination 
of



V--, io'd-<'^.c

49% foreign ownership allowed for value added and 
paging services with operational management control 
within one year of accession

Auto Financing
Only Chinese banks permitted to offer consumer auto 
financing

China will permit non-bank foreign financial service 
providers to provide auto financing upon accession

Auto Distribution ?
Foreign entities will have right to sell, distribute, 
finance, maintain and repair automobiles

Securities
Only one minority foreign-owned joint venture has 
limited operations as an investment bank

China will permit minority foreign-owned joint ventures 
to engage in fund management on the same terms as 
Chinese firms

Banking
Foreign Banks not permitted to conduct local currency 
business with Chinese clients

Full market access (national /ea^ffie*nt) for U.S. banks 
in five years

Insurance
Foreign companies are limited in number and 
restricted to Shanghai and Guangzhou

China will eliminate all geographic restrictions within 
five years

All qualified insurers will be issued liscenses

China will allow 50% foreign equity share with 
management control

Audio Visual
Distribution of sound recordings, videos, movies, 
books and magazines restricted

China will allow 49% foreign participation for the 
distribution of video and sound recordings

China agreed to import on a revenue sharing basis 15 
films during the first year after accession, 17 films in 
year two and 20 films in year three

China will alllow majority ownership in 3 years for 
construction, renovation, ownership and operation of 
cinemas

Travel & Tourism
Foreign firms subject to geographic limitations and 
cannot establish travel agencies

China will allow full market access to the Chinese 
market for certain hotel operators within 3 years

Foreign travel operators can provide full range of travel 
agency services

Protocol Commitments None
Establishes rights and obligations enforceable through 
WTO dispute settlement procedures

Includes:

Antidumping

Guarantees the United States will have strong 
protection against unfair trade prctices, including 
dumping and subsidies

:1s



November 14, 1999 
10:30 AM

China WTO Agreement 
April Comparison

In April, we were unable to conclude agreement because there remained a number of 
significant unresolved issues in our bilateral negotiations with China on its accession to 
the WTO. These included financial services, audio-visual services and important issues 
relating to rules governing dumped products and import surges from China (“protocol 
issues”).

In some of these areas we achieved clear gains, in other areas we responded to Chinese 
concerns but were able to find other ways to strengthen the commitment.

Progress Since April

• Import Surge Mechanism -. No agreement in April. China has agreed to a safeguard 
mechanism for X years following accession that can be used to address rapid 
increases in imports from China. Permits us to take unilateral action solely against 
imports from China based upon a lower threshold of injury and causation than under 
our general import surge law. Section 201. Our existing safeguard law permits 
domestic industries and workers to seek temporary import relief from imports from 
all foreign sources, but not from a single foreign source. This special safeguard 
allows parties to seek import relief against Chinese imports alone.

• Antidumping. No agreement in April. The provision permits us to continue 
application of our current non-market economy methodology in antidumping cases 
for X years. Key issue for a broad range of constituencies including steel, agriculture, 
and labor.

• Motion Pictures: In April, China made no commitments to import foreign films on a 
revenue sharing basis. China has agreed to import on a revenue sharing 20 foreign 
films each year.

• Internet Access: China’s telecom services commitments now clearly include 
internet services and internet telephony. The Agreement confirms that this rapidly 
growing market for internet services will be liberalized at the same rate as other key 
telecommunications services of interest to our providers.

• Satellites: China has clarified that it will permit provision of telecommunications 
services via satellite. Commitments were unclear in April.

• Auto Financing: China made no commitments for non-bank financing of auto 
purchases in April, but has now agreed to permit [non-bank foreign financial service



suppliers] to provide auto financing upon accession. Under this agreement, foreign 
companies can now sell, distribute, finance, maintain and repair automobiles.

• Securities: Affirmed April tentative commitment that minority foreign-owned joint 
ventures can engage in fund management on the same terms as Chinese firms. As the 
scope of business expands for Chinese firms, foreign joint ventures will enjoy the 
same expansion in scope of business. Minority joint ventures will also be allowed to 
underwrite domestic securities issues and underwrite and trade in foreign currency 
denominated securities (debt and equity).

• Capital Markets Dialogue: Secretary Summers and Finance Minister Xiang recently 
announced a bilateral dialogue on financial and capital markets development. With 
the high priority placed on reforming the state owned enterprise sector and expanding 
the availability of private sector finance, China and the United States will focus 
attention on deepening the securities and banking sectors, including the role of 
foreign financial services firms in their markets.

Adjustments

• [Auto Tariffs: In April, China had agreed to reduce its auto tariffs to 25% in 2005. 
China will now reduce automobile tariffs from the current 80-100% levels to 25% in 
2006, but with tariff reduction frontloaded to expand market access beyond the April 
commitments in the near term. With China’s commitments to allow auto repair and 
maintenance, foreign companies can now sell, distribute, finance, maintain and repair 
automobiles. ]

• [Auto Parts: China will reduce auto part tariffs in to an average of 10% by July,
2006.]

• /Telecom: In April China agreed to phase out geographic restrictions on paging and 
value added services in 4 years. China has now agreed to phase out such restrictions 
in 2 years. In investment, in April, China agreed to allow 35% foreign ownership for 
value added and paging services two years after accession. Now they have agreed to 
allow a 49% foreign ownership with operational and management control. Within 
one year following accession./

• [Insurance: China will allow [50%] foreign equity share with management control 
rather than the 51% equity share. China also now excludes brokerage./

• [Distribution of Software Entertainment, Video and Sound Recordings - In April, 
China only allowed joint ventures. China will now permit foreign majority 
ownership in 3 years.]

Held Harmless (FYI for Background)



• Auto Repair and Maintenance Services: Foreign investors will be able to establish 
independent establishments and service all autos. Currently, companies can only 
service what they manufacture.

• Banking (this is the same as April - gain is auto finance): Currently foreign banks 
are not permitted to do local currency business with Chinese clients (a few can 
engage in local currency business with their foreign clients). China imposes severe 
geographic restrictions on the establishment of foreign banks.

• China has committed to full market access in five years for U.S. banks.
• Foreign banks will be able to conduct local currency business with Chinese 

enterprises starting 2 years after accession.
• Foreign banks will be able to conduct local currency business with Chinese 

individuals from 5 years after accession.
• Foreign banks will have the same rights (national treatment) as Chinese banks 

within designated geographic areas.
• Both geographic and customer restrictions will be removed in five years.



November 14, 1999 
10:30 AM

China WTO Agreement 
April Comparison

In April, we were unable to conclude agreement because there remained a number of 
significant unresolved issues in our bilateral negotiations with China on its accession to 
the WTO. These included financial services, audio-visual services and important issues 
relating to rules governing dumped products and import surges from China (“protocol 
issues”).

In some of these areas we achieved clear gains, in other areas we responded to Chinese 
concerns but were able to find other ways to strengthen the commitment.

Progress Since April

• Import Surge Mechanism-. No final agreement in April. China has agreed to a 
safeguard mechanism for 12 years following accession that can be used to address 
increases in imports from China. Permits us to take unilateral action solely against 
imports from China based upon a lower threshold of injury and causation than under 
our general import surge law. Section 201. Our existing safeguard law permits 
domestic industries and workers to seek temporary import relief from imports from 
all foreign sources, but not from a single foreign source. This special safeguard 
allows parties to seek import relief against Chinese imports alone.

• Antidumping: No final agreement in April. The provision ensures that we can 
continue to apply our current our current non-market economy methodology in 
antidumping cases to China for X years without the risk of a legal challenge . Key 
issue for a broad range of constituencies including steel, agriculture, and labor.

• Motion Pictures: In April, China made no commitments to import foreign films on a 
revenue sharing basis. China has agreed to import 20 films on a revenue sharing 
basis in each of the three years after China's accession.

• Internet Access: China’s telecom services commitments now clearly include 
internet services and internet telephony. The Agreement confirms that this rapidly 
growing market for internet services will be liberalized at the same rate as other key 
telecommunications services of interest to our providers.

• Satellites: China has clarified that it will permit provision of telecommunications 
services via satellite. Commitnients were unclear in April.

• Auto Financing: China has now made conimitments we sought in April to non-bank 
foreign financial institutions to provide auto financing upon accession. Under this



agreement, foreign companies can now sell, distribute, finance, maintain and repair 
automobiles.

• Securities: Affirmed April tentative conmiitment that minority foreign-owned joint 
ventures can engage in fund management on the same terms as Chinese firms. As the 
scope of business expands for Chinese firms, foreign Joint ventures will enjoy the 
same expansion in scope of business. Minority joint ventures will also be allowed to 
underwrite domestic securities issues and underwrite and trade in foreign currency 
denominated securities (debt and equity).

• Capital Markets Dialogue: China and the U.S. recently announced a bilateral 
dialogue on financial and capital markets development. With the high priority placed 
on reforming the state owned enterprise sector and expanding the availability of 
private sector finance, China and the United States will focus attention on deepening 
the securities and banking sectors, including the role of foreign financial services 
firms in their markets.

Adjustments

• [Auto Tariffs: In April, China had agreed to reduce its auto tariffs to 25% in 2005. 
China will now reduce automobile tariffs from the current 80-100% levels to 25% in 
2006, but with tariff reduction frontloaded to expand market access beyond the April 
commitments in the near term. With China’s commitments to allow auto repair and 
maintenance, foreign companies can now sell, distribute, finance, maintain and repair 
automobiles. ]

• [Auto Parts: China will reduce auto part tariffs in to an average of 10% by July,
2006.]

• /Telecom: In April China agreed to phase out geographic restrictions on paging and 
value added services in 4 years. China has now agreed to phase out such restrictions 
in 2 years. In investment, in April, China agreed to allow 35% foreign ownership for 
value added and paging services two years after accession. Now they have agreed to

, allow a 49% foreign ownership with operational and management control. Within 
one year following accession.y

• [Insurance: China will allow [50%] foreign equity share with management control 
rather than the 51% equity share. China also now excludes brokerage.y

• [Distribution of Software Entertainment, Video and Sound Recordings - In April, 
China only allowed joint ventures. China will now permit foreign majority 
ownership in 3 years.]

Held Harmless (FYI for Background)



Auto Repair and Maintenance Services: Foreign investors will be able to establish 
independent establishments and service all autos. Currently, companies can only 
service what they manufacture.

Banking (this is the same as April - gain is auto finance): Currently foreign banks 
are not permitted to do local currency business with Chinese clients (a few can 
engage in local currency business with their foreign clients). China imposes severe 
geographic restrictions on the establishment of foreign banks.

• China has committed to full market access in five years for U.S. banks.
• Foreign banks will be able to conduct local currency business with Chinese 

enterprises starting 2 years after accession.
• Foreign banks will be able to conduct local currency business with Chinese 

individuals from 5 years after accession.
• Foreign banks will have the same rights (national treatment) as Chinese banks 

within designated geographic areas.
• Both geographic and customer restrictions will be removed in five years.
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T c 1 e f a c s i m i I e Transmission
From: Jason Hafcmci$tcr
USTR - Office of Agrioihurcd Affairs
Phone; 202.395.5 J24
Fax: 202.393.4579
E-mail; ihafemeister@ustr.gov

12 November 1999 
19 pages

TO: Teresa Howes
Tom Tripp

Agriculture information requested by Teresa Howes. 
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China WTO Agreement 
April Comparison

In April, we were unable to conclude agreement because there remained a number of 
significant unresolved issues in our bilateral negotiations with China on its accession to 
the WTO. These included financial services, audio-visual services and important issues 
relating to rules governing dumped products and import surges from China (“protocol 
issues”).

In some of these areas we aehicvcd-.clear gains, in other areas we responded to Chinese 
concerns but were able to find other ways to strengthen the commitment.

Progress Since April

• Product Specific Safeguard'. Unresolved in April. China has agreed to a safeguard
mechanism until 20_ that can be directed exclusively at imports from China that 
cause or threaten to cause market disruption to domestic producers of like products. 
Our existing Section 201 safeguard law permits domestic industries and workers to 
seek temporary import relief from imports from all foreign sources, but not from a 
single foreign source. This special safeguard allows parties to seek import relief 
against Chinese imports alone^iisi-ng-a-sfrgbtly injiir)^ r.tnndnrd (‘Snarket
di^n^on”) than the “serious iniiipAstandard oT Sgtrtien-2Q1.

• Antidumping: Duration unresolved in April. China sought short sunset. China has 
agreed to allow the continued use of non-market economy dumping methodolgy .for X 

years.

• Audiovisual: China has committed to import a mmifmmi number of foreign films on
a revenue sharing basis: 15 in year one, 17 in year two, 20 in year threeft China made 
no such corninitments in April. a7o

Internet Access: Access for internet services and internet telephony was unclear.
The agreement confirms that this rapidly growing market for internet services will be 
liberalized at the same rate as other key telecommunications services of interest to our 
providers.

Satellites: China has clarified that it will permit provision of telecommunications 
seiwices via satellite. Commitments were unclear in April.

Auto Financing: China made no commitments for nonbank financing of auto^^.j^4-vVv~a, 
purchases in April, but has now agreed to permit [non-bank foceign financial sewce 
sigg^iers] to provide auto financing upon accession. Under this agreement, foreign 
companies can now sell, distribute, finance, maintain and repair automobiles.



• Securities: Affirmed April tentative commitment that minority foreign-owned joint 
ventures can engage in fund management on the same terms as Chinese firms. As the 
scope of business expands for Chinese firms, foreign Joint ventures will enjoy the 
same expansion in scope of business. Minority joint ventures will also be allowed to 
underwrite domestic securities issuance and underwrite and trade in foreign currency 
denominated securities (debt and equity).

• Capital Markets Dialogue: Treasury and the Ministry of Finance announced during 
the recent Joint Economic Committee meeting chaired by Sec. Summers and Minister 
Xiang that they would establish a bilateral capital markets dialogue focusing on 
capital and financial market development issues, including the roles of financial 
services providers. This group will discuss capital markets development, including 
deepening the securities markets, and the policy challenges that arise with capital 
markets integration. Regulatory and infrastructure issues in the banking and 
securities sectors, as well as approaches to product diversification and appropriate 
risk management procedures.

Adjustments

• Auto Tariffs: In April, China had agreed to reduce its auto tariffs to 25% in 2005. 
China will now reduce automobile tariffs from the current 80-100% levels to 25% in 
2006, but with accelerated tariff reduction to expand market access beyond the April 
commitments in the near term.

REST OF DOCUMENT NEEDS REVISION

• Auto Repair and Maintenance: [Did we have this in ApriljPriod Agreement permits 
auto repair and maintenance.

• Auto Parts: China will reduce auto part tariffs in 
by 200_.

steps to an average of 10%

Audio Visual (needs work - Christina)

• Video and Sound Recordings - China would allow 49% foreign participation.

• Cinemas - China would allow majority ownership in 3 years for construction, 
renovation, ownership and operation of cinemas.

• China permitted very few foreign films on a revenue sharing basis.



Banking (this is the same as April - gain is auto finance)

Currently foreign banks are not permitted to do local currency business with Chinese 
clients (a few can engage in local currency business with their foreign clients). China 
imposes severe geographic restrictions on the establishment of foreign banks.

• China has committed to full market access in five years for U.S. banks.
• Foreign banks will be able to conduct local currency business with Chinese 

enterprises starting 2 years after accession.
• Foreign banks will be able to conduct local currency business with Chinese 

individuals from 5 years after accession.
• Foreign banks will have the same rights as Chinese banks within designated 

geographic areas.
• Both geographic and customer restrictions will be removed in five years.



DRAFT

Statement by the President 
U.S.-China Bilateral WTO Accession Agreement

I am vei7 pleased that the United States and the People’s Republic of China have reached a strong bilateral 
WTO Accession Agreement that constitutes a major step toward bringing China into the World Trade 
Organization.

President Jiang Zemin and Premier Zhu Rongji have shown genuine leadership in committing China to 
open its markets and abide by global ndes of fair hade. The agreement reached today will strengthen 
China's economic reforms and support the mle of law, while creating unprecedented opportunities for 
American fanners, workers and companies to compete successfully in China's enormous market. Tins 
agreement is good for America, good for China and good for tlie world economy.

On the basis of this agreement, 1 will work hard with other countries to gain China's enh y into the World 
Trade Organization, and I will exert maximum effort with Congress to secure permanent Normal Trade 
Relations for China.
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DRAFT

Statement by the President 
U.S.-China Bilateral WTO Accession Agreement

I am very pleased that the United States and the People’s Republic of China have reached a strong bilateral 
WTO Accession Agreement that constitutes a major step toward bringing China into the World Trade 
Organization.

President Jiang Zemin and Premier Zhu Rongji have shown genuine leadership in committing China to 
open its markets and abide by global rules of fair trade. The agreement reached today will strengthen 
China's economic reforms and support the rule of law, while creating unprecedented opportunities for 
American farmers, workers and companies to compete successfully in China's enormous market. This 
agreement is good for America, good for China and good for the world economy.

On the basis of this agreement, I will work hard with other countries to gain China's entry into the World 
Trade Organization, and I will exert maximum effort with Congress to secure permanent Normal Trade 
Relations for China.



China WTO Agreement 
April Comparison

In April, we were unable to conclude agreement because there remained a number of 
significant unresolved issues in our bilateral negotiations with China on its accession to 
the WTO. These included financial services, audio-visual services and important issues 
relating to rules governing dumped products and import surges from China (“protocol 
issues”).

In some of these areas we achieved clear gains, in other areas we responded to Chinese 
concerns but were able to find other ways to strengthen the commitment.

Progress Since April

• Product Specific Safeguard. Unresolved in April. China has agreed to a safeguard
mechanism until 20__ that can be directed exclusively at imports from China that
cause or threaten to cause market disruption to domestic producers of like products. 
Our existing Section 201 safeguard law permits domestic industries and workers to 
seek temporary import relief from imports from all foreign sources, but not from a 
single foreign source. This special safeguard allows parties to seek import relief 
against Chinese imports alone, using a slightly looser injury standard (“market 
disruption”) than the “serious injury” standard of Section 201.

• Antidumping: Duration unresolved in April. China sought short sunset. China has 
agreed to allow the continued use of non-market economy dumping methodolgy for X 

years.

• Audio-visual: China has committed to import a minimum number of foreign films on 
a revenue sharing basis: 15 in year one, 17 in year two, 20 in year three. China made 
no such commitments in April.

• Internet Access: Access for internet services and internet telephony was unclear.
The agreement confirms that this rapidly growing market for internet services will be 
liberalized at the same rate as other key telecommunications services of interest to our 
providers.

• Satellites: China has clarified that it will permit provision of telecommunications 
services via satellite. Commitments were unclear in April.

• Auto Financing: China made no commitments for nonbank financing of auto 
purchases in April, but has now agreed to permit [non-bank foreign financial service 
suppliers] to provide auto financing upon accession. Under this agreement, foreign 
companies can now sell, distribute, finance, maintain and repair automobiles.



• Securities. Affirmed April tentative commitment that minority foreign-owned joint 
ventures can engage in fund management on the same terms as Chinese firms. As the 
scope of business expands for Chinese finns, foreign joint ventures will enjoy the 
same expansion in scope of business. Minority joint ventures will also be allowed to 
underwrite domestic securities issuance and underwrite and trade in foreign currency 
denominated securities (debt and equity).

• Capital Markets Dialogue. Treasury and the Ministry of Finance announced during 
the recent Joint Economic Committee meeting chaired by Sec. Summers and Minister 
Xiang that they would establish a bilateral capital markets dialogue focusing on 
capital and financial market development issues, including the roles of financial 
services providers. This group will discuss capital, markets development, including 
deepening the securities markets, and the policy challenges that arise with capital 
markets integration. Regulatory and infrastructure issues in the banking and 
securities sectors, as well as approaches to product diversification and appropriate 
risk management procedures.

Adjustments

• Auto Tariffs: In April, China had agreed to reduce its auto tariffs to 25% in 2005. 
China will now reduce automobile tariffs from the current 80-100% levels to 25% in 
2006, but with accelerated tariff reduction to expand market access beyond the April 
commitments in the near term.

REST OF DOCUMENT NEEDS REVISION

• Auto Repair and Maintenance: [Did we have this in ApriljPriod Agreement permits 
auto repair and maintenance.

• Auto Parts: China will reduce auto part tariffs insteps to an average of 10% 
by 200_.

Audio Visual (needs work - Christina)

• Video and Sound Recordings - China would allow 49% foreign participation.

• Cinemas - China would allow majority ownership in 3 years for construction, 
renovation, ownership and operation of cinemas.

China permitted very few foreign films on a revenue sharing basis.



Banking (this is the same as April - gain is auto flnance)

Currently foreign banks are not permitted to do local currency business with Chinese 
clients (a few can engage in local currency business with their foreign clients). China 
imposes severe geographic restrictions on the establislunent of foreign banks.

• China has committed to full market access in five years for U.S. banks.
• Foreign banks will be able to conduct local currency business with Chinese 

enterprises starting 2 years after accession.
• Foreign banks will be able to conduct local currency business with Chinese 

individuals from 5 years after accession.
• Foreign banks will have the same rights as Chinese banks within designated 

geographic areas.
• Both geographic and customer restrictions will b6 removed in five years.


